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SUBJECT: HHS Proposed Report on Reauthorization of the Agency for Health Care Polley and Research 

DEADLINE: 4:00pm Friday, June 23,1995 
In accordance with OMB Circular A-19, OMB requests the views of your agency on the above subject before 
advising on Its relallonshlp to the program of the President. 

Please advise us If this item wlll affect direct spending or receipts for purposes of the 
"Pay-As·You-Oo" provisions of Title XIII of the Omnibus Budget Reconciliation Act of 1990. 

COMMENTS: HHS proposes to send this letter to the H. Labor and Human Resourses Committee In lieu of 
a draft bill seeking AHCPR's reauthorization. 
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RESPONSE TO 
LEGISLATIVE REFERRAL MEMORANDUM 

LRM N0:17U 
FILE NO: t 059 

If your response to this request for views Is simple (e.g., concur/no comment), we prefer that you respond by e-mail or 
by faxing us this response sheet. 

If the response Is slmple and you prefer to call, please call the branch-wide line shown below (NOT the analyst's line) 
to leave a message with a legislative assistant. 

You may also respond by: 

(1) calling the analyst/attorney's direct line (you wlll be connected to voice mall If the analyst does not answer); or 
(2) sending us a memo or letter. 

Please Include the LRM number shown above, and the subject shown below. 

TO: Robert PELLICCI 395-4871 
Office of Management and Budget 
Fax Number: 395-6148 
Branch-Wide Line (to reach legislative assistant): 395-7362 

FROM: (Date) 

----------------- (Name) 

------------------ (Agency) 

------------------ (Telephone) 

SUBJECT: HHS Proposed Report on Reauthorization of the Agency for Health Care Policy and Research 

The following Is the response of our agency to your request for views on the above-captioned subject: 

___ Concur 

__ No Objection 

___ No Comment 

___ See proposed edits on pages----

___ Other: ------------

__ FAX RETURN of_ pages. attached to this response sheet 
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SENT ey:xerax TlllCOD11r 7021 e-22-95 a:20AM 

T"lKCltlTARVOF HlAlTMANO H~ANSUYICH 
WAl"•NeTOW.D.L HIOi 

• 

The Honorable Me.noy L&Ddol\ Jta•••bawn 
Chairwoman 
CGAB!tt.ee on Labor aftel Buman Re•ouroe1 
Vaited State lenate 
Wa•hinvton, D.C. 20510 

Eilear Mana11 

.. 

... - .... -· - .. --··-·· --~·. . . ... -. . . . 
the Departm.ent •trongly ~•eommand• th• reau•bor11a~lon of ~h• ; 
A9enoy for Health care Policy and ••••arch (AllCPR). ~he ARCPR 
wa1 createo •1x year• ago, vlth b~oad bipartl•an auppor- in bot~ 
chamber• of the ccn9r111. ltl pr1Doipal xeeponeib11ltle•, ••t 
forth in Titl• IX of the •Ublie Health 1ervia• Aclt, are d~o for 
reauthorisation thi• year .. 

Th• ABCPR 11 making vital contriDution1 to .1Jnprovin9 th• q\l&lity 
and effeetiv1n111 o! the Nation'• health care 1arvioea. The 
1D01U1ntou1 ohan9e1 takinq place in the finanoinf and deliv•ry gf 
health care are creat1nq ever 9r11t1r demands tor th• kind gf 
praatiaal, evidonce-ba11d information ~•int d•veloped and 
di•••minated by the MCPR. · 

Th• ¥Ork of th• ~9aney aupplement1, but ia quite different from, 
the lfti••ion of ~he National Institute• of Health. While the NIH 
promote• bagic biomediaal rea•arch and innovations that will 
improvo tbe Maticn'• haalth, the AHCPa aupport1 r•1earch en the 
proper appl~oation• of •uch inn~vations and evaluates medical 
pr&c~iee in evoryday ••~tin91. Th~ product1 of AHCIR aponaorad 
research help clinioi&n• •nd con•um•rA maka more info~d 
decia1ona about individual health care aervicaa. They alao help 
provid~r•, man•g•r• of health deliv.ry •Y•tema. and p0licy makers 
at t:.he •t•te and Fecleral level .make bet~er daeiaicna .. about. the 
organization and deli.vary of oa.ro. 

tne mia11on •nd re•~n•ibilitiea of ~ha AHCPR are an appropriate, 
1n4 v1tel, Federal vgvernment function. While th• ARCPR haa 
developed stron9 working relationahip• with th• privata AActor 
and will continue to at.rtm'IJ~hen i~• oollaboz-ation wi~h tl'ut 
private nealth care sectu~, ~he A9eDcy'• critioal function~ will 
not be carried out in· the p~·.1.vote ••ct.or vithout ARCPP.~f in~"~lal 

.. 
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•upporc and l•ader•hip. Thie l• •epeoially tZ'\lo of tho Ageftcy'• 
multidi•aiplina.ry r••••l:'Oh on pacient outGome• an4 ••diGal 
effeotlv•n••• and impl"'OYe~nt, it• c1e .. 1op .. nt an4 analy•i• o~ 
eo1ftC:1r•henaiv• data ba•eo, it• pt'Omot£on of bealth care 
information •Y•~•m•, an4 it• de"Wtloptacnt o~ olioical praotic• 
guideline• tbat are univ•r•allr rec09Di&ed for their 
co•prehea•iven••• acd obj•~tiv ~y. 

AHCPR aleo ••rv•• •• • reeO\I.~~• and make• 1n;>ortan~ contr1bu~ion1 
to the policy deoi•1one mad• iD other Federal healchcare 
programa, incl~ding Medicare, M•41eald and OL\MPUS. AHCPR­
apon•ored clinloal practice guid•lin11 and outcome1 re1earch have 
dealt with tea of the 1s moat co•tly d1agno1e• for hoapital aare 
under Medicare and nine ot tne 15 mo•t co1tly diagnoeee tor which 

--4--..l:ll~~WA..."!_•t1•1),~I •re hQ1;itl.li•ld, %M,• wprk M1 improved the.·- a 

Cl'1•11ty cf care for 1tillion1 of beneflciari•• and aaved. thoae .. 
pr0gram1 ten. of million• of dollar•. 

I urge you tc ;ive prompt and favorl})le con•ideration to 
r1authori1ing thi• vital program. Tha 1t1ff of the Departm•nt i1 
prepared to •••i•t you in 1ccompli1hin; thi• goal. 

W• ar1 advieed by the Off ic• of Mana;amant and Budget that 
enactmeat of the•• r•commandatian' would be in accord with th• 
program of th• Preaident . 

• 

Donna B. Shale la · 
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THE WHITE HOUSE 

WASHINGTON 

May 26. 1995 SS MAY 26 p 5: 19 

MEMORANDUM TO THE PRESIDENT 

FROM: CAROL H. RASCO ~ 

SUBJECT: The Agency for Health Care Policy and Research 

You had asked for my thoughts on the Agency for Health Care Policy and Research 
(AHCPR). As the article in The Washington Post stated, the Senate Budget Committee has 

. proposed cutting AHCPR's budget by 75 percent, and the House Budget Committee has 
-·-· suggested that the agency be eliminated completely. Your FY 1996 budget proposed to 

fund AHCPR at $142 million, a $3.9 million (2.8%) increase over its FY 1995 funding of 
$139 million. The House Appropriations Committee is expected to begin action on the fate 
of the agency in late June. 

The agency funds three major activities: ( 1) research on cost, quality and access to 
health care; (2) the National Medical Expenditure Survey (NMES) (which is the only 
survey collecting information on both health care expenditures and utilization); and (3) the 
Medical Treatment Effectiveness Program (MEDTEP) that funds patient outcomes research, 
grants to study appropriateness and cost-effectiveness of alternative clinical practices, and 
grants to develop and disseminate clinical practice guidelines. 

The agency's funding of cost, quality and access research is not controversial, and 
the research is generally perceived as reliable and useful. The NMES study is uniformly 
regarded as a valuable and unique tool for health policy development. MEDTEP, however, 
has been criticized. The hope in creating AHCPR in 1989 was that studying and 
disseminating information about appropriateness and effectiveness of health care practices 
(through MEDTEP) would lead to decreased health care costs. The Office of Technology 
Assessment (OTA) recently released a report concluding that AHCPR provides important 
information for the medical community but questioning the Federal role in evaluating 
treatment effectiveness through programs like MEDTEP. The OTA report noted that the 
private sector and other Federal agencies, including CDC and NIH. sponsor clinical practice 
guidelines, and that many of these guidelines overlap and contradict each other. 



The agency's supporters argue that AHCPR is best situated to produce clinical 
guidelines with input from a broad spectrum of health care providers. According to Dr. 
William Roper -- the HCF A Administrator in the Reagan Administration who is now Senior 
Vice President and Chief Medical Officer of Group Health Policy for the Prudential 
Insurance Company -- it would be impossible for even a large company to duplicate 
AHCPR's work. As part of Reinventing Government II, we have also responded to some 
of the concerns raised about the duplication of efforts by "privatizing" some AHCPR 
functions, including the development of practice guidelines and technology assessment. 
These changes would save $18 million through FY 2000. 

In addition, while critics charge that the hoped for cost savings have not yet been 
realized, practice guidelines and other recommendations about appropriateness and cost­
effectiveness may have real impact on health care costs over time. However, there is no 
mechanism in place to demonstrate cost savings that are directly attributable to the agency's 
work. The Institute of Medicine did find that AHCPR's technology assessment program 
saves Medicare $200 million each year. In addition, anecdotal evidence indicates that the 
agency's work on practice guidelines has produced savings. For example, hospitals in Utah 
and Minneapolis have reported savings of $240,000 to about $290,000 by using the 
AHCPR pressure ulcer prevention guideline for six months. 

Despite recent criticisms, Senators Kassebaum, Jeffords and Hatch and Congressman 
Porter strongly support the agency. In addition, Senators Mitchell and Durenburger (who 
were instrumental in the establishment of the agency) and Bill Gradison remain strong 
supporters of AHCPR. 

As always, in thinking about whether this is "worth fighting for" we need to balance 
it against our other priorities. The agency does good work and may be more and more 
useful as time goes on in trying to reduce health care costs. 
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House Wbuld Kill New Agency 
Comparing Medical Treatments 

By David Brown 
............ Wdllr 

It doesn't take long to go from be­
ing a solution to waste to .simply 
waste. 

That, at least, is the congressional 
budget ~o~~i~t~e!' vie_w .. of th~ 

preferred subjects of clinical re­
search. 

AHCPR trials, for instance, are 
comparing chiropractic treatment to 
physical therapy in low back pain; 
testing a mathematical equation that 
identifies wbic:b patients are most 
likely to benefit from Melot-busting" 



THE WHITE HOUSE 

WASHINGTON 

May 26, 1995 

MEMORANDUM TO THE PRESIDENT 

FROM: CAROL H. RASCO ~ 

SUBJECT: The Agency for Health Care Policy and Research 

You had asked for my thoughts on the Agency for Health Care Policy and Research 
(AHCPR). As the article in The Washington Post stated, the Senate Budget Committee has 
proposed cutting AHCPR's budget by 75 percent, and the House Budget Committee has 
suggested that the agency be eliminated completely. Your FY 1996 budget proposed to 
fund AH CPR at $ 142 million, a $3.9 million (2.8%) increase over its FY I 995 funding of 
$I 39 million. The House Appropriations Committee is expected to begin action on the fate 
of the agency in late June. 

The agency funds three major activities: ( 1) research on cost, quality and access to 
health care; (2) the National Medical Expenditure Survey (NMES) (which is the only 
survey collecting information on both health care expenditures and utilization); and (3) the 
Medical Treatment Effectiveness Program (MEDTEP) that funds patient outcomes research, 
grants to study appropriateness and cost-effectiveness of alternative clinical practices, and 
grants to develop and disseminate clinical practice guidelines. 

The agency's funding of cost. quality and access research is not controversial, and 
the research is generally perceived as reliable and useful. The NMES study is uniformly 
regarded as a valuable and unique tool for health policy development. MEDTEP, however, 
has been criticized. The hope in creating AH CPR in I 989 was that studying and 
disseminating information about appropriateness and effectiveness of health care practices 
(through MEDTEP) would lead to decreased health care costs. The Office of Technology 
Assessment (OTA) recently released a report concluding that AHCPR provides important 
information for the medical community but questioning the Federal role in evaluating 
treatment effectiveness through programs like MEDTEP. The OTA report noted that the 
private sector and other Federal agencies, including CDC and NIH, sponsor clinical practice 
guidelines, and that many of these guidelines overlap and contradict each other. 



The agency's supporters argue that AHCPR is best situated to produce clinical 
guidelines with input from a broad spectrum of health care providers. According to Dr. 
William Roper -- the HCF A Administrator in the Reagan Administration who is now Senior 
Vice President and Chief Medical Officer of Group Health Policy for the Prudential 
Insurance Company -- it would be impossible for even a large company to duplicate 
AHCPR's work. As part of Reinventing Government II, we have also responded to some 
of the concerns raised about the duplication of efforts by "privatizing" some AHCPR 
functions. including the development of practice guidelines and technology assessment. 
These changes would save $18 million through FY 2000. 

In addition, while critics charge that the hoped for cost savings have not yet been 
realized, practice guidelines and other recommendations about appropriateness and cost­
effectiveness may have real impact on health care costs over time. However, there is no 
mechanism in place to demonstrate cost savings that are directly attributable to the agency's 
work. The Institute of Medicine did find that AHCPR's technology assessment program 
saves Medicare $200 million each year. In addition, anecdotal evidence indicates that the 
agency's work on practice guidelines has produced savings. For example. hospitals in Utah 
and Minneapolis have reported savings of $240,000 to about $290.000 by using the 
AHCPR pressure ulcer prevention guideline for six months. 

Despite recent criticisms, Senators Kassebaum, Jeffords and Hatch and Congressman 
Porter strongly support the agency. In addition. Senators Mitchell and Durenburger (who 
were instrumental in the establishment of the agency) and Bill Gradison remain strong 
supporters of AHCPR. 

As always, in thinking about whether this is "worth fighting for" we need to balance 
it against our other priorities. The agency does good work and may be more and more 
useful as time goes on in trying to reduce health care costs. 
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House JrfJUld Kill New Agency­
Comparing Medical Treatments 

preferred subjects of clinical re­
search. 

AHCPR trials, for instance, are 
It doesn't take long to go from be- comparing chiropractic treatment to 

ing a solution to waste to simply physical therapy in low back pain; 
waste. testing a mathematical equation that 

That, at least, is the congressional identifies which patients are most 
budget committees' view of the likely to benefit from "clot-busting" 
Agency for Health Care Policy and drugs for heart attacks; and compar­
Research. The $162 million agency ing homemade vs. commercial rehy­
is the government home for "medical dration fluids for children with diar-

By David Brown 
Wabiaatm Pmt StdWrilla' 

effectiveness research." h r ea. 
When it was created by Congress The agency also has sponsored 15 

in 1989, the AHCPR was viewed as "clinical practice guidelines," which, 
an essential tool in the effort to con- based on the best Medical evidence, 
trol medical costs without damaging suggest how to treat such conunon 
medical care. Last week, the Senate (and unexotic) problems as cancer 
Budget Committee proposed cutting pain, urinary incontinence and 
its budget by 75 percent, and the chronic ear infections. 
House Budget Committee said it In a recent example of that pro-
should be eliminated altogether. gram's effects, researchers at Inter-

AHCPR was launched with the mountain Health Care System in 
great hope-much of it enunciated Utah ed th h d th · · 
by politicians-that it would help the report ey a cut e ma-

dence of bedsores in high-risk (gen­
country cut health care costs pain- erally paralyzed) patients from 33 
lessly by comparing competing percent to 9 percent at LOS Hospi­
treatment strategies to see which tal in Salt Lake City, after imple­
works best, and at the least cost. menting a modified version of 

Over the last five years, the agen- AHCPR's guideline on pressure ul­
cy has sponsored 20 Patient Out- cers. Incidence of ulcers-which 
comes Research Teams (PORTs), cost an average of $4,200 to treat­
each headquartered at a different also fell among lower-risk patients, 
hospital or university, which studied and the hospital estimated the annu­
such topics as back pain, schizophre-
nia, prostate enlargement, lmee joint al savings will be at least $750,000. 
replacement, cataracts, breast can- "To defund a relatively modest ef-
cer and heart attack. fort like that at a time when the 

The teams reviewed the published questions. they need to answer are 
medical literature on the topic, delin- becoming even more critical doesn't 
eated the variations in treatment, at- make a lot of sense to me," said Jay 
tempted to uncover links between Crosson, an executive in charge of 
specific treatments and patient out- qual~ty assurance at ~e!manent~ 
come (often using large data banks. M~cal Group, th~ phys1aan orgam­
kept by Medicare or private insur- / zat1on .of ~he Kaiser Perm~ne~te . 
ance companies), and occasionally health mamte~ance orgaruzat1on 
devised new tools. For example, the (HMO). "There s a lot more work. 
prostate PORT created a video to that needs to be done than even 
educate patients about what to ex- AHCPR ~ !1m~·" . 
pect with certain treatments-in- In explaining its reconunendation 
eluding no treatment-and formally of a 75 percent budget cut, the Sen­
i..,corporated the tool ini:o medical ate Budget Ccmrr.ittee 3Gid AIICPR 
deci~;ion"making. "was to be the primary administrator 

Recently, AHCPR has begun of co~prehensive h~th reform." 
fundi..1i; randomized controlled trials, This, however, 1s not true. Al-· 
whicl-, are generally the best way to· though data-gathering by AHCPR­
comp;ire one treatment with anoth- funded researchers presumably 
er. Tbe topics are ones unlikely to would have helped assess the equity 
appeal to the National Institutes of of a national health care program, 
HealtiJ, where new therapies, not the agency had no official role in the 
old ones (or low-tech ones), are the defunct Clinton administration plan. 

THE WASHl!'iCTON POST 

MONDAY, MAY 15.1995 
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25-May-1995 02:12pm 

TO: Jennifer L. Klein 

FROM: Tina M. Kirk-Frank 
Office of Mgmt and Budget, HD 

CC: Richard J. Turman 

SUBJECT: AHCPR & REGO II 

Nancy-Ann Min pointed out that I did not mention the REGO II 
proposals that involve AHCPR. There are two: 

1) Privatize Clinical Practice Guidelines for a savings of $14.8 
million by FY 2000. No savings are associated with this proposal 
for FY 1996. 

AHCPR would establish, by contract, four private-sector guideline 
centers. These centers will design clinical practice guidelines 
for AHCPR and for private sector customers. 

2) Privatize Technology Assessments for a savings of $3.3 million 
by FY 2000. No savings are associated with this proposal for FY 
1996. 

AHCPR would develop collaborative relationships and cooperative 
agreements with affected private sector organizations and 
interests. 

Please call or email if you have any questions. 

Tina Kirk-Frank 
x5-7787 
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• Cost savings to the Medicare program that are directly attributable to the 
Agency's work have not been systematically demonstrated. However. 
mechanisms were never established to directly measure such savings. At 
least one study by the Institute of Medicine did find that the Agency's 
technologya assessment program saves Medicare $200 million each year 
(IOM, 199) In addition. anecdotal evidence is beginning to mount that savings 
do in fact result from the Agency's work in guidelines: 

The lntermountain Health Care System in Utah reported a saving of $240,000 
in one of its hospitals that used the AHCPR pressure ulcer prevention 
guideline for 6 months. 

Abbott-Northwestern Health Care system in Minneapolis estimated annual 
savings of $288,000 by also using this guidelines. 

.. j 
• 

• 
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SOME CONTEXT/HISTORY 

• The Agency for Health Care Policy and Research (AHCPR) was created in 
1989 with strong bipartisan support. Senators Mitchell and Ourenburger 
were instrumental in its establishment and continue to strongly support the 
work of the Agency. (They are currently authoring, with former representative 
Bill Gradison, an article about the importance of this agency today.) 

• Since 1989. the Agency's budget has grown in each year due to each 
Administration's and Congressional recognition of the importance of the work 
of the Agency. 

• In the Health Security Act, the Agency was central to the national quality 
strategy and was to receive a four-fold budget increase (to $500 million) to 
work in partnership with the private sector to improve health care quality 
through report cards. national quality measures, and clinical guidelines. 

• The 1996 President's budget calls for a $31 million increase for AHCPR. 
This large increase is largely due to the National Medical Expenditure Survey 
{NMES), an every 1 O year survey that is the only source of detailed information 
on medical care use, costs, and expenditures. This survey was essential 
during health reform to estimate the fiscal impact of alternative reform 
strategies. 

WHAT THE AGENCY DOES 

• Above all, the Agency conducts research on what works and what DOESN'T 
work in health care and produces information on the quality and cost of care 
being delivered. This work includes outcomes research, clinical practice 
guidelines, technology assessments, and research on health care organization, 
delivery, and financing. It places heavy emphasis on dissemination of this 
information. 

• Such information plays an increasingly critical role in a private health care 
marketplace, and in the absence of national reform by 

Providing hospitals, physicians, and health plans means by which they 
can improve the quality and cost-effectiveness of care they deliver. 

Provide purchasers of care --employers, consumers, governments-- the 
means by which they can compare the quality and cost of care being 
offered, and thus the means to use the marketplace to reward those 
providers offering the greatest value. 

Provide states ways to measure the Quality and costs of care. 
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• However. the Agency is most well known among members of Congress for the 
16 clinical practice guidelines it has developed and widely disseminated. These 
guidelines are targeted at conditions that are common and expensive such as 
prostate cancer, low back problems, and mammography. 

• The Agency's work is the source of what we know now about variations in 
care and the amount of unnecessary care in this country. 

• Criticisms of the Agency's work have been: 

From groups of physicians whose business might be harmed by the 
findings of the Agency's work in the area of outcomes research and 
guidelines, e.g. high volume cataract surgeons, high volume spine 
surgeons. 

More recently, Republican staff members have been quoted as saying 
that the Agency should be cut because of its role in health reform, and 
that it was to be one of the main implementers of the Health Security 
Act. 

WHAT IS THE CURRENT STATUS? 

• The House Budget committee recommends elimination of the Agency while the 
Senate Budget committee recommends a 75% reduction in the budget. 

• ihe next four weeks will be critical in deciding the fate of the Agency. The 
mark-up by the 12 members of the House appropriations committee (7 
Republicans and 5 Democrats). which is slated for late June and early July, is 
the single most important step in the legislative process ahead. The members 
must decide whether to sustain the Budget committee action (full elimination) 
or reinstate funding. 

WHAT CAN THE PRESIDENT/WHITE HOUSE 00? 

• The President can demonstrate his support for the work of the Agency to both 
the Democratic and Republican members of this committee. 
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as ington 
Howe Panel JT6uld Kill Agency 
That Compares Medical Treatments 

By David Brawn ........... _. ..... 
It doesn't lake long to go from be­

ing a solutioo m waste to limply 
wute. 

That, ar least, is the C1111greaional 
b11dizet committees' view of the 
Arency for H~Eh Care Policy and 
Re&earch. The $162 million agency 
is die governmenr home for •medical 
effectiveness restWch. • 

When it was cre.aied by Congreu 
in 1989, the AHCPR was 'l\ewed as 
an euential rool in the eflor1 to con­
trol medical COits Wichout damaging 
medic:aJ care. Last week, the Senate 
~ C.Ommittee propased cuttins 
ill ~ by 75 percent. and Ole 
Houc Budget Committee 1aid it 
lbauld be elimiMted alto1ether. 

AHCPR was launched with the 
pal hope-much of it emn:iated 
bJ paliticians-that it would help ~ 
o:iuntrT cut health r.ve c.o&ts pain· 
lelllJ by comparing competing 
Datment strategies lo see which 
Mrb best. and at the least cost. 

Ovu the last five yeara, Ole agen­
cy tlaa aponlQl'ed 20 Patient Ollt­
comes Research Teams CPORT1), 
each headquartered at a different 
baspital or univeni?)', which studied 
lllCh topics as back pain, 1ehimphre­
nia, prosute enlar1ement, knee joinl 
replacement, a&tancts, breast can­
cer and heart attack. 

The teama n!llifted the published 
medical titeralUre an me topic. detirt­
eal&d the variabaal in ttt.atment. at· 
tempted to llDCOVtt links between 
speci&: treltmentl and patient Out• 
came (often lllin& Jarae data banks 
kept by Medicare or printe insur­
ance comp.anier.), and occasionally 
dtviled new tools. For ezampfe, Cll.t 
prostate PORT ctt.tted a video to 
eduate palienr. abouc what ro ez· 
pect.with cenain treatments-in· 
eluding no treatment-and formally 
incarp>nited the tool into medical 
decillion·malon1. 

Recently, AHCPR has beaun 
funding nndomiled c.ontrolled trial&. 
which are genenlly the best way to 
compare one t.rNtment with anoth· 
••. .,,.., to~ .,.., o...,. unlikely 10 

appeal ta t~ National Institutes of 
Health, where new tllttllpies, nn« 
old ones (or low·tech I, are the 

preferTecf subjects o( clinical re• 
searcll . 

AHCPR trials, for instance, ~ 
comparing chiropractic treatment .to 
physiical therapy in low back pam; 
tntin1 a malhemltical equation that 
identifiee which patients IJ't lllDlt 
likely to benefit from •c1ot·buatinl" 
drup for !lean anadca: and compar­
ing homemade \IL commercial rehy­
dneion fluids for dWdren witlt diar­
rhea. 

The agency also has sponaored 15 
"clinical pnak:e guidelines: whidl, 
based on die best medial evidence. 
&.ugest how to treat such CIOIMIOll 

(and unexotic) problems as caamr­
pain, urinary incontinence 11d 
dvcanic ear infections. 

In 1 recent aample of tl\lt 11'1> 
sram'• effecu, researchers at Jarcr­
mountain Health Care Syllem in 
Utah reported lhey had cut Ille iDl::i­
dt.nce of br.daores ill hish-rillt (lln­
cnDr panJymt> patients Iran 33 
percent co 9 percent at LDS ffallJt­
tal in Sall Uke Cil')' alfa _... 
mentina a modified venion of 
AHCPR'e CUideJine on premae uJ.. 
cers. Incidence of ulcera-•bidt 
cast m avera1e al S.t.200 ro ll'at­
alao fell amoas ktwer·ritk ....... 
and I.be bospital lllllimaled ,. ..... 
al aa'Yiaca will be at leaat $750,CIOO •. 

'1' 0 defuDd • relaliYeJy madell fl. 
fort like that It I time wt.a rJIB 
questm they need lD lllSMt at9 
becomin1 even more critical daem't 
mlkl: a Jot ol aense to me: aid Jay 
Crauon, u eusutiv · of 
quality ce at Pennanen 
M · Group, the physician orpni­

tion of Ule Kaiser Permanente 
health maintenance or11ni.&ation 
(HMO). ~·s a lat more work 
that needs lo be done than e'Val 
AHCPR can fund.• 

I Its recOmmeftdatian 
of a 7 S pert.e11t budget cut. die Se.n­
ate Budget t.ommittee said AHCPR 
"Was to be the prima1"y administrator 
of comprehensive health reform.• 

This, howeYer, is not tllle. AJ· 
though data·PUlitrinB by AHCPR· 
funded researchers preaumably 
wOuld ~YI! he\Ded a&w.ss the eQuity 
of a ftlbonll 1'ealtll care program, 
the agency had no offici11I role in the 
ct.Nnct C :in iistration plan. 

N0.364 P004/010 
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December 12, 1994 

Concerning l6ur Sore Back 
F OR PAIN of the lower back. a malady from 

which a lot of people occasionally suffer, it now 
· turns out that drugs stronger (and more 
expensive) than aspirin are generally not desirable. 
And by the way, it's exercise, not bed rest, that will 
make things better. 
. These admonitions are brought to you by a 
proc:ess that b beginning ·to have an impact on the 
practice of medicine. As costs af health care soared, 
doctors began to notic:e wide differences from one 
region of the country to another and from one doctor 
to another in treatments for many cooditians includ­
ing. some, like· lower bade pain, that are very 
common. Five years ago CongRSS set up the Agency 
for Health Care· Polirl and Research tO examme 
Ulese (li#epanaes an Offer adw:e. 
: This guideline on sore backs is the agency's 14th. 
~ each case, it sets up a panel composed largely of 
recogni1.ed specialists, but always including at least 
one consumer, to conduct a broad sweep of all the 
available research. It's odd in view of the enormous 
amounts of money spent an medical research, but 
muc:h actual practice is based cm ·tradition rather 
than scientific evidence-and. that's one major rea­
son_ for the disparities :in treatments. The agency's 

job is to look into the questions that come up 
frequently in practice but on which there is no 
amsensus. The agency has panels working on guide­
lines for, among other things, the rehabilitation of 
the victims of heart attacks and strokes, saeening 
for Alzhpjmer's disease and c:olorectal cancer and the 
treatment and management of anxiety and panic 
disorders. The purpose is ta improve the effective­
ness d. treatment. But in many cases, including back 
pain, the guidelines also have the effect of discourag­
ing elaborate diagnostic procedures and expensive 
surgery that n shown ta be of little value. 

It's meful work, and recently Congress asked its 
own Office of Technology Assessment to see how 
the agency was progressing. The OTA concluded 
that the agency is making valuable eontributions but 
often is limited by an absence of relevant research. It 
hasn't got the money to fill that need. 

Although it runs severely against the budget-cut­
ting fashion to say so, some of the money that the 
federal government spends does indeed help Amen. 
cans in ways that the private market, however 
admirable, caMot. The case of the guidelines on 
lower J>ack pain is an example to keep in min,~. 
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Outcomes in Action: 

Glaxo and Pilgrim discuss 
problems. solutions of 
outcomes project ...... 2 

Expens evaluaie strategies for 
using outcomes research to 
market drugs . . . . . . . . . 6 

~ :er l)011;.\71 -::. .. -. ·m···.·:..~· .... .,, 
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Pediatric care outcomes 
database gives providers 
chance to compare notes, 
implement new cherapies . . 7 

SF-36 architect John Ware 
discusses wide-ranging uses of 
health status surveys . . . . 9 

AH CPR 

AHCPR faces grim alternatives 
amid GOP 'lobbying' charges 

H ouse Republicans are bent on eliminating HHS' Agency for 
Health Care Policy and Research because, they maintain. it 
was "lobb~ng heavily for the Clinton heallh reform plan while it 

was supposed to be a research body," according to Chris Ullman, press 
secretary for the House Budget Comminee. 

That committee has proposed disbanding the agency altogether; 
meanwhile, its Senate counterpart voted to cut AHCPR's budget by 75~. 

Even without congressional action, HHS on May 11 announced a 
major reorganization as part of the adminisuation's "reinventing 
government .. initiative that would dramatically alter AHCPR's operations. 
The development of practice guidelines would be privatized, as would 
technology assessment activities. HHS projects the changes would reduce 
AHCPR's costs in those areas by half. The department is also considering 
creating a new entity to develop a department-wide data collection and 
survey program. 

Ullman's charge that AHCPR was essentially a lobbying aim for the 
Clinton administration may reflect political resentments that. according to 
one administration insider, started surfacing last year a&r the 
appointment of Clifton R. Oaus, Sc.D., as the agency's new administrator. 
Prior to taking over AHCPR. Gaus was a key player on the White House's 
health reform team. His appointment was widely viewed as signalling a 
higher profile for AHCPR as an analytic and research ann on health 
refonn for its parent U.S. Public Health Service. 

Additionally, several advisors Gaus brought on board had been 
involved in Clinton·s ill-faced health refonn plan, the administration 
source maintains, and their presence at the agency generated some hard 

(more on nezr page) 
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. ·. '_'!'_rjipasals to. ~e 
" : ."AHCl'R draw fire . · 

' ... :. '\: . . ' • ·i" 

A.ndr4!W Webber, uiJcuzive \lie~. 
president of the AmericQ/l 
Medical Peer Review 
Associ.arion, Wa.shingron, says 
AHCPR's research is exacrly 
whar's needed 10 help drjve 
·competition in the healthcare 
indU,siry~ "I don. 'r see rhS. :'': ·· · 

-pri~"tiie 1ector filling the void,,.·:. ·'. . . . ·•. . .. -Web . s. · 
'.:·;., •;j.,, 

2 

REPORT ON MEDICAL GUIDELINES & OU1'COMES RESEARCH 

f eclings in some Republican circles. 
In an official statement, the House Budget Committee also argues 

that "guidelines can be developed elsewhere in the Health Resources 
and Services Administration" and that many of AHCPR's functions 
"duplicate research in other agencies." The committee's proposal was 
scheduled for a May 18 floor vote. 

A spokesperson for the Senate Budget Commiaee did not return 
phone calls. 

Dire as the budget commitrees' proposals are for AHCPR, at this 
stage they are merely non·binding demonstrations of how the 
Republicans would cover the tax relief promised under their "Contract 
with America," Ullman explains. The real test will come when the 
House and Senate appropriations committees meet within the next few 
weeks to consider cuts, he says. 

For more information, call Ullman ar (202)226-7270. 

Conference Report 

Plan carefully when using outcomes to 
design disease management programs 

H 
ealth plans looking to implement new outcomes-based disease 
management programs need to do more than simply pick the 
right research partnen - they must have a clear vision of 

whu they're doing and why. 
That's the lesson Pilgrim Health Care Inc., Norwell, Mus., learned 

from its foray into disease management. About a year ago, the IP A­
modei health plan thought its plans for a new asthma management 
program were right on track. That initiative hinged on Pilgrim's 
partnership with drug maker Glaxo Inc., Research Triangle Park, N.C., 
for outcomes research services to help it develop the program. 

But things fell apart. The partnership was "like a train stalled in the 
station for four weeks- with people on it." said Lucille Salvucci, 
Pilgrim's projects manager. Salvucci discussed the project in detail May 
12 at a conference in Philadelphia entitled "Outcomes in Action." 

Pilgrim had selected its new partner carefully - making sure the 
pharmaceutical company would not require inclusion of its produces on 
the plan's fonnulary and was willing to conduct outcomes research that 
wouldn't be product-specific, she explained. As an IPA, Pilgrim was 
looking for a partner that wouldn't try to monopolize its fonnulary and 
limit its member$' prescription drug choices, Salvucci added. 

For its pan, Glaxo was pl~ed that Pilgrim seemed willing to look 
beyond cost containment and design fonnularies based on treatment 
outcomes, she noted. 

So what was the problem? 
"People were saying 'yes' to a project without really knowing 

enough about it," said Salvucci. "As more companies gee on the disease 
man3gemcnt bandwatton. most pe.opie don't have a clue about what 
they're selling and don't know who they're selling to." Many of those 

(more on page 5) 



05/24/95 16:53 

FRC~1 : carrnack 

OFC OF ADMINISTRATOR ~ 92024562878 

PHONE NO. : 2ia27970464 

N0.364 P008/010 

Maid. 22 1995 09: 56AM P'l 

584 (Vol. 6) 

counlging ben~lkiarics to be c::oi;l-<:oascious 
promuliug pri~ c:ompctition among providor.i lo in~ 
crease efficiency, reducing intergenerational Bnanc· 
ing inequi\\es, and reducing beneficiariei' dependence 
on Medieare by giving lncentivcs ror iudividuals to 
build medical saV"ing1t accounts, she said.0 

B~dget 

GORE SAYS MEDICARE SERVICE CUTS 
INE~ITABLE IF PROGRAM SPENDING REDUCED 

Vice Prcsid~nt Al Gore May 11 harshly criticized 
congr~sional R~pubtican budeet proposals for Medi­
~re, saying they will lea!l to fo•E:r hen~li~; higher 
costs. and le.ss cbo\ce of providers f Qr seniors. 

Gor(! told Department of Health and Human Ser· 
vices cmploy~s gatbered to hear d~tai.\s of the admio· 
~tration'li r~inventing governrnenl initiative that ne­
public~n .Plans t.c?.· ~d~ce Medi.care speodllig. "ruo 
~~~nt~r to the basic va~ues or the Alneryc~a people'' 
aud lt'i~t the only. W3.S' to pay for the redu~tions will be 
to cut be~efits and increase program cop,ayments ·for 
beneficiarlcS. · · 
.. Republicahs'.have said ~bat t~ey could ~ut taxe11"and 
not reduce federal health spending. but ·coa·gres,,ional 
prop.~ls released "in Uie last ft:w days make ."the 
truth ~bout th~ir intentions ... ~ver more apparent,.'' 
the vtct president stated, addl1'1g t~a.t the fed•ral 
budget caµoo~ be balanced U a ·tax cqt is included 
without cutting ~edicare. · ·.. · · · · · 

"Tbe numbers _don't add up ualess ~ey <."Ut deeply 
into Medicare," be said. · ·. · · · 

Gore charged RcpubUc~ils are a~oit;ting dctalling 
wh;tt will happen to Medicare if spending is reduced 
$270 billion over seven years as p1-opo5ed May 10 by 
Home. Budget Committee Chairman John Ka.sieh (R­
Obio)._" Re urged GOP leaders to "l.iy the; facts.' on the 
t.able'' and state how '4edkarc spending reductions 
would a!'ect t.he pror.ram. · . 

Under Republican ~cdicare propci_sals, the Medi· 
care deductible would double, the montbly Parl ·a 
premium would increase for se\-"ll!" straight year!, and 
there would be a large tncreasc in tbe copa~ent for 
ho:rne health services, Gor_e said/~ 

Budget 

GOP PLAN TO AXE AHCPA FUNDING 
UNLlt<ELY TO PASS, AIDES PREO~CT 

Prl:lpo$als by the House and Senate Budget cc•mmil­
t~ to slasl'I funding for th~ Agf:ncy 1or .Health Car.e 
~ohcy arid Research appear unlikely to pass Congress 
mt.act, according to congrwioDal aide.s. · . 

While AHCPR funding might be untailed. it probably 
will aot be elimin.ated alt.ogetber as ·proposed by the 
House Budget Committee or.cut 75 percent assuggcst.ed 
by the Senate Budget Committee, liOUrces agreed. 

Instea:d, key Republicans in tbe Senate are working 
with the Clinton administration on a plan· to consolidate 
d:it.a. co11eclion and r~l'"ch activities within lhe De­
partment of Heatth :ind Human Services. aides said. 

In general, there appears Lo ·be:signilkant :support 
for AHCPR's stated purpose, egpe~ially on the Se Le 

BNA's ME01CARE REPO~T 
·----····-

Labor and Human Resources Committee. whlcb han· 
dies AHCPR's 101isll'tivM :.111Lhnri1.ation. --. 

~trong Support For Agency 
"There's strong support for the agency's mission on 

the part of some RepubUeans, •· one Oemoccatic staff. 
er told BNA. In addition to Chairwoman Nancy Kassc· 
baum (R.Kan), GOP supporters ·on the committee are 
said to include Sens. James Jeffords (R-Vl) and Orrin 
Hatch (R-Utab). Sep. Bill Frist CR-Tenn). a Nashville 
heart· surgeon, may be another supporter of AKCPR 
activities, the Staller said; · 

Actual f1:1ndiDg for AHCPR is set by the Senate and 
House Appropriations committees, which are being 
lobbied by the Clinton administration to preserve il, 
sources said. . 

However. because AHCPR's legislative: authotil.atiou 
expires Lbi.s year. separate reautborizin& JcgisJatton must 
be approved by the.Senate Labor ~ad Human R~-ources · 
and .the House r..o~ committee, which have ~ 
diction over Public Health Service programs. 
Com~red to the SenaLe, ACJ{PR's support appears 

m·ore. ~ll~OUI in the Row;e, wbere the atlr.\Osphere is 
more partisan and· Republican leaden need to cut 
mort! spending to ~!set · w eut.S, sources said. -Sorne 
GOP m~mbers, bowcver, like House Ways and Means 
Health SubcommiUee; Cbairmao Bill Thomas (O-ca­
lil), hav~ ~dorsed AHCPR activity in tbe past, Which 
may . mitigate tbe proposed funding cutback. ooe 
House aide noted. · 
- .AHCPR was established by Congress io 1989 as an 
agency of tbe. Public Health Service with bl~rUsan .• -, 
support, replacing tbe National Cent.er for. Health 
~rvice.s Rcsearcb . and Hea 1Lh Care Technology· A5· 
scs1~r•t. Tbe age.-cy currently has 264 employees. 

QOP •Misinterpreted' Agency Role 

GOP proposals to ax the agency also are ~-t--~ds with 
CJ~ntQn,admiaiast.ration proposals to expand it. Prf!liident 
Clin~u iscal 19~&_budget request pro(Xl&!d increasing 
fu11rJipg to $1H million,. an iocrc-..ase of· $31. million, or 19 
percent. over fiscal 1995 (6 MCR 169). 

_RepublicaDS oa tbc House and Senate BudgeL com­
rruttees argue that AHCf»R should be cut bcca1L'ie it 
was to be tbc primary administrator of comprehen­
sive health re[onn, according to markup doc:uments 
e1plaining the pro~ cuts. The dO(uments also say 
mmy of tbe agency's functions are· duplicated within 
. the· federal govenunenl ·or are more. appropriately 
pt.rformed by tbe private sector. 
· DefencUng the agency, HHS Assistant Secretary Phil 

Loe said AHCPR "has 3 crucial role In outcomes and 
efl'ectivenes5 research" and said l~ expertise lo develop­
.Jng a methodology · for premium risk adjustment 
"doem't .ulst anywbere ebe ln government.·· GOP crit­
ics ''clearly mislntarprcted the role o( the agency'' .with 
respect to be".alth reform, Lee told reporters May 17. 

. Practice Guideline Funding 

According to aclrninistration· budget documents 
:ll>oUt tial.f uf lhe agency's cur-rent' SHl3 million budgei 
is devoted to its Medical Treatment Effectiveness /-, 
Program. which includc:s funding tor development oC 
clinical pr3ctice guideli . About 15 guldelines have 

' ' ·· --• • •- ·-- •- - •••--• "'-•- .... - ,. YA•'7 
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be~I' produced .ea far on topics ranging from bed sores 
to lo\lf back p;i(in ;al a east t>f up to $1 million each.:· 

Wttile critics of the ageacy say practice guidelines are 
bell.tu developed in the private sector by medical spe­
cialty societie5, supporters argue AHCPR ls better situ• 
ated to produce Clbjoctive, scicnti6cally based guldeliDc:s 
with input from u broad spectrwn of providers.. · · 

''There's no question that d'oing (guidelines] tJlrough 
AHCPR makes all the diJferencc in the world regard~ 
iDg cred;bility," said an aide to Sen. Paul Wellstoue 

· (o;.Miun). For example. AHCPR's·:guldtllne.-on:·1ow 
back pain state.s that .many path!n~· are he\~"by 
chirupractors-a: finding not.- popular with orUlopedic 
Sur-geom but tbat· aevertbelG.Ss lfa!ll·tncreased credibil­
ity in the medical conumiriity,.t~e aide said. 

· · · · · • .qutcame.s .. ·a~~_,~r:(:h ~; . 
Related to iu work on practice guidelines,. AKCPR 

devotes .Slgni~cao~ MEDTEP. resourcu .to .,·Pallent 
Outc:ames · Research Teams· (PORTS). These · large, 
three- to::flve-year · cllbical studits designed to :deter­
mine what works best In clinical· treatment• of: com­
rnoa ·conditions :like cataracts; ·prostate "di!iease, :·and 
schiJopbrcnia.. Over the past. five y~rs,. the ·Qgeney 
has sponsored: about 20 PORTS ·at various bospl.tals 
and uaive~tia:. . . · . . . .. . . : · .: 

The remainder of AHCPR's budget 19 devoted to 
researcf:l .on a wide range <•f issues . relateJI ·to the 
financing· and '"delivery· of Health' care services. About 
SH mi~oa. ls e~ark~ for ~~~g research .. on 
health caz:e quality, ~U. . .and ~~. ·. · .·· , : . . 

According to the,presideut's ~ud"t for.fiscal l~~'' 
some of ttus . money· :would. be used ~, f llD~. ~Y.~al 
extr4mural grants to study how t.o adjust bealtb.iQs~r­
ance premium~ more appropriately. Tbe· teQ.~l\'t alJo 
would co11tin1.,1c ·to .5upport. tive "Rural .Health ·Cen· 
ten~· -.opera.Ung ~n Seattle, Minneapolis, (;ha~l -Hill. 
N.~ .• Denver, and Buffalo-to study rural he.altJJ .. poli· 
cy .issues. . . . . .. '. 
. Tbe admfoistraU011·is seeking a blg boost ln..fuadlng 
tor AKCPR's National ~edical Elpenditure Surv~y 
(NMES);· from 'lS million lo f3'6. million. ·the "ata 
gat.hered,·bY the sutYey "will·-cODtiDue to support Uie 
rest.nlcturin·g of health c~re 1n the private !ieetor. and 
at the federal and S'.tat.• levels,'" ;iccordiDg to, HHS 
budget documents. 'l'b.e .NMES survey is pr.oject.ed to 
t:_ost ~total of $9,2 mil.lion.a.nd, ~O~b~uled for comple­
tion 1n 1YY8, accordiag to a~miiilBtration docWJ'Mnts. 

Reinventing Government lnitialive .. · . 
Despite strong. ~uppar~ ·for ACHPR. ·ln the. budget 

z:equest, the admlDlstration. more rec:enl\y has pro· 
J>OSed "pr\vatwac" some .AltCP,R functious as j>art ·af 
~i~ ·President Al G9.re's n:invcoting · governmen·t iDi· 
hatave (see .related 0"1de in the -Reoula&ory 
&ection). · · · . · 
.. Ac:C9rdiag to a May 11 HHS fact &beet, proposais 
lncludc transferring dcvelapme1:1t of AHCI-'.R. guide­
lin~ "~o public/priv~~,. parl:D~ips, w.lth · ,AHCP'R 
,;:o~Unwng to !und scvera~.cen~ ,of evcell~c:e'.aad 
siaodh~g::~ne\a b\lt movlng muc\ ol tlle ctrort to· the 
p~lvate sectar :· . . . . · . · · · 

The .~clc:nlnistration also. ls con~ideriag privatiiing 
AHCP~'s· technology assc:sn:aeat aeuvitfes, wbicb .tbe . . . . 

admlnistralion says could save as rnucb as 50 percent 
ovP.r r.urrent <."OSl~. 

Tbe actual amoont oC savings froJccted by Ulese 
cb~nges:..,....$18 mltlioo through fisc:a. 2000 and a reduc· 
tion 'in the workforce by. 8 employees-is nominal, 
however; compared to lhe admtntstraUon's $194.mil­
lioo fiscal l.996 budget rcquest.0 

-By Scott Falk 

F'aud and Abuse ,:, ., . . 

PA El. TOLD HHS lG TARGETING 
AO e· HEALT.~, ~URSiNG SERVICES, 

.T.h. · Departs,neii(~f .. Hui th .a~ Huma 
lia: o. Ipspe<;t•~r ~ral has beg~n ~. jor fnitia~~".e 
to ... det t M~re.Jraud and atiuse · ~~e heal~ 
care, ~. ing hOl.tle .. ~crvlca. aud rable m~i~l 
equipm ~ an OIG o!licial told a Ho .panel May 16. 

Michae F~ Mangano, priocl~ eputy inspector 
gcaeral al HS,' cited several eu plea 'of fraud and 
abuse.·by p . ride~ of these servi at·a joint bearing 
of tbe .·Hou& Commerce Commf '1 .S\lbcommiltee on Healt'b a d Environment .. Subcommittee . :on 
Oversight aDd vceUgaUons. . .: 

Mangano'• stimony before su~mmi.ttee fol .. 
lo'Rs tH May 3 nnoW>Cement y BHS JG J.une Gibbs 
B.rowa , of the J 's. rnulU-p . g attack on f rand ·.in 
.nursing. homes, · me. heai agCllCles,· and. durable 
medical eq\lipm . auppli la &va · states under 'a 
tw~year demonstr tioD pr: ject,. .~'Operation Reatar.e 
Truat" {8 MCR.ui . , , ·· 
. · .J11 ·home .health:· re, eidicare Hpenditures · in­
creased from '313 •.bl a ln 19.90 to A· projected Jl,.4 
billion lhi11 year, M.ang o told the. panel A significant 
re~n..for this dramat' lncreasc.bas been fraud and 
abuse ln the 'deliv-ery f crvlces.and &ling ot clai~, 
he·~id. · . ·. .. . ·,. 

·y-or. example, the G's vlew. oL. Medicare clfl.ims 
sub~tt.ed by Sl J r1's Ho ~ Heal~. ·A&enc1·'in, M,i­
am1; fla., revealed at 7S.~ rcent or.the i:laim& dld 
no.t: meet ·Medtcar · guideUn · In many· case.s, borne 
v.islts ·were . not de at all or rttre made to indlvJd­
uals who were ot · bamebou~ , be said·. A recpilt 
random audit of ther home heal 'gencies in Flotfda 
~ound that.26 c~nto[ claims di not meet Medlcate 
guJd~line5, .Ma gano 9'id. . 

. Nyr ~; Home Billing Oue .· tioned 

Regardi.n~ ursing home services., tb lG is partipn­
fa~~y coucer ed ~bOut nursing homes bi ·ng Medicare 
P'lft:~B for .tvic~.·~vered by paymeo made Unc2er 
Med~care . rt ~. Mangano s.:dd. ·For lns , Ule ·IG 
·~~.identlfi. I:! :r.oughly S57 million ·iEr.-enter autrittoa 
cba-rg~ t . t ~ere allowed and ~pald'·ln bath 991 and 
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should" h v~ been· included in tbe Medicare art ·A. 
skilled n . jng·facility·paymeats. ln,.addilion, ·art B 
was im. opcrly· billed as mucb 11s $SS mllll for 
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Imperiled Agencies Mount Life-Saving Efforts 
J. Brian Mwood. administrator ol 

By ROBERT PEAR 

WASHINGTON, May 20 - Ref",lb­
licans often portray Federal agen· 
cies as slothful, lethargic. unrespon­
sive. Bul many agencies have 
snapped into action in the last two 
weeks. aalvanized by Republican 
plans to end their existence or cut 
their budgets. 

The agencies on the Republican 
hir list are mobilizing supporters and 
deploying their troops on Capitol 
Hill. pleadina with Congress IO spare 
them. Among them are the Depart­
ments of Energy. Commerce and 
Educalion, the Voiuot America, the 
Agency for Internacional Develop­
ment and the National Endowmenc 
for the Arts. 

Energy Secretary Huel R. 
O"Leary told Congreu this week 
that her agency wa1 needed to guar­
antee civilian control of nuclear 
weapons. and she said that comput­
ers bull! to design such weapons now 
had myriad ciVillan uses. 11 te.ll:tlle 
ractorle.s and in other industries. 

Clifton R. Caus. head or the Agen­
cy for Health Care Policy and Re­
search. an arm of lhe Public Health 
Service wilh 270 employees and a 
budaet of SIS3 mllllon this year. ar· 
sued that his agency actually Sl"'Cd 
money for the Covemment by con­
trolling heallh costs. Guidelines de· 
veloped by the agency had shown 
that ca\.lratl surgery, prosta1e sur· 
gery and back surgery are often 
unnecessary, he said. 

His menage 10 Congress "'as sim· 
pie: "We are no1 part or the proClem. 
\lie are part of ll'le solution to Medi· 
care'$ budget problems," 

The House budget reJOlution 
would eliminate lhe health policy 
agency. llle Senate would cut its 
budget by 7~ per~nt, on the ground 
•hllt i1s work could be "more appro· 
prlately performed by the privaie 
9eCIOr." 

The Agency for lnterna1ional De· 
velopmen1 has 1nfuria1ed some Re· 
publicans with the in1ensity of its 
lobbying. Somehow the Republicans 
oblBined a copy or an in1ernal mem· 
arandum in which a top Agency ror 
International Development official 
described the Adminisiration·s 
strategy: "delay, postpone, obfus· 
cate, derail" the Republican plan. It 

U.S. employees tell 
why they are 
important. 

also used the phrase "backdoor iso­
lationist" to describe lawmakers 
who want to cut' foreign aid. 

The Al3ministration is fiercely re· 
sis1ing Congressional efforts to 
merge U'lt Agency ror International 
Development. the United Stilts In· 
formation Agency and die Arms 
Control and Disumament Agency 
into ihe State Department. saying 
that lhe agencies should retain a 
large degree of independence. 

Officials from these agencies have 
faoned out across Capitol Hill to 
spread their message. and Jay 
Byrne. a spokesman for 11.~.D .. s~id 
his agency had begun "an 1ntens1ve 
public outreacl'I and information 
campaign." . 

At a recent hearing of the Commit­
tee on lntematiCll'l&I Relations. Rep· 
resenta1ive Dana Rohrabacher. Re· 
publican of California, asked people 
in 1he room who actually worked for 
che affected ageneies to s1and up. 
More than three-rounhs of 1he 200 
people in tl'le audience rose. the Con· 
gressm11n recalled. 

"Usually, you have outside inter· 
es1 groups swarming around."" Mr. 
Rohrabacher Hid In an in1erview. 
..Sul 1oday you have as many people 
rrom inside the Governmenl u from 
o~iside the Government lobbying 
Congress. It's like a big Danlefield. 
Republican forces are on the orren· 
si,,e, and you have all these Govern­
ment bureaucrats for1i(ying the high 
ground to beat back the attack ... 

Senator Craig Thomas. Republi· 
can of Wyoming, said he was in­
censed by che anitude of Agency for 
1n1ernational Development omciats. 
"Instead of looking for ways 10 work 
with members of Congress to 
streamline its operations. cul waste 
and bloating, and accept the down· 
si~ing chal lhc ArT\erjcan people e•· 
pee! of every other agency of tile 
Fsdtral Governmenr.·· Mr. Thomas 
said. "A.1.0. !'las taken on, as i.cs firsc 
priority, savi118 i1s o""n skin." 

the Agency for lnternati~n~I Devel­
opment, said. "I am not inumld1tted 
by those who would prefer that I 
keep my mouth shul." And he instsl· 
ed \hat members of Congress trying 
1o eut the foreign affairs budget 
were ··1eadlng us to isolationism 
through lhe back door." 

To fend oH budget-cuuers, 1he 
agency highlights its efforts 10 com­
bal the deadly Ebola virus in Zaire: 
the ageney Is coordinating the Uni~· 
ed States response 10 the health en­
sis. 

And ihe aaency says the budge1 
cuts contemplated by Coniress 
would have "INiy horrific" resulu: 
fewer children immuniied. fewer 
condoms distrib\lle<I, more unsafe 
abonions and rnore cases or AIDS 

Some agencies on the chopping 
block are nld, liKt the lnlerstate 
Commerce Commission, created In 
1887 to regulate railroads. Others 
are newcomers like the Corporation 
for Nuional Ser.iice, created in 1993 
tc run the volunteer program known 
as Amtricorps. 

The House and Senate Budge• 
Commluees both recommend abol, 
ishing Americorps, .a1ith its budget 01 
SS7S million. This is a slap at Presj,. 
dent Clinton, who proposed increasr­
ing 1he number or volunteers ti• 
4, ODO from the current 20,000. 

Amerlcorps officials said they had 
liule hope or changing the bud&lt 
resolutions. &ut 1hey are pleadinl 
with friends and suppor1ers on 1he 
Appropriations Commiuees, which 
could provide money for A.merlcorpi 
ir they made deeper cuts at 01her 
agencies. Americorps has invlteij 
members or Congre55 10 visit it' 
vohin1eers ai work in elemer11ar1" 
schools ano l'lomeless shelter& 
around 1he country. 

'"To eliminate this agency would 
be iragic. like killing a puppy," sa~ 
Jay Toscano, a spokesman f~r 
~mericarps. ''The Republicaiu 
should use this agency as a mod•l. 
l'IOl a target." 

Some agencies threatened withe:(· 
tinction. like the Legal Services Car· 
parailon and the Educat1m1 Depan­
menl. have overcome slmilu 
\hreus in \he paSl. lhu scune. lik• the 
National lnSlitutes of•Health. whlr.h 
haYe enjoyed strong bipartisan sup­
part, now face significant bud1tl 
cuis for the firsl time. 
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the attached materials: 
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TAB C: Table Detailing AHCPR's funding from FY 1988 - FY 1996 

TAB D: FY 1996 Budget, Domenici, and Kasich funding 

TAB E: A Wire Service Article discussing likelihood of Domenici or Kasich levels for 
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AGENCY FOR HEALTH CARE POLICY AND RESEARCH 
MISSION AND HISTORY 

AHCPR's Mission and Activities 

AHCPR's statutory mission is to: 
" ... to enhance the quality, appropriateness, and effectiveness of health care services, and 
access to such services, through the establishment of a broad base of scientific research 
and through the promotion of improvements in clinical practice (including the prevention 
of diseases and other health conditions) and in the organization, financing, and delivery of 
health care services." 

AHCPR funds three major activities: 1) Research on Cost, Quality and Access (CQA); 2) 
National Medical Expenditure Survey (NMES); and 3) Medical Treatment Effectiveness Program 
(MEDTEP). 

Research on Cost. Quality and Access 
• funds numerous grants studying such issues as consumer decision making, improving the 

health care marketplace, primary care, rural health services, and AIDS/HIV cost and 
services utilization. 

• focuses on health policy issues on a system-wide level. 
National Medical Expenditure Survey 
• the only data collection tool to collect information on both health care expenditures and 

utilization. 
• has been used extensively to develop and evaluate health care reform proposals. 
Medical Treatment Effectiveness Program 
• funds grants studying the effectiveness, appropriateness, and cost-effectiveness of 

alternative clinical practices; patient outcomes research; investigating which clinical 
strategies are best for conditions affecting minority populations; effects of prescription 
drugs on patient outcomes; and developing and disseminating clinical practice guidelines 
and technology assessments. 

Recent His.tory 

The prevailing hope behind the creation of AHCPR was that the study of appropriateness and 
effectiveness of health care practices would lead to decreased health care costs. On December 19, 
1989 the National Center for Health Services Research and Health Care Technology Assessment 
(a center within the Office of the Assistant Secretary for Health) was transformed into the Agency 
for Health Care Policy and Research. NCHSR had long funded health policy studies. AHCPR's 
broader statutory mission, as quoted above, added focus on patient outcomes research and clinical 
practice guidelines. 

AHCPR Funding 
Funding for AHCPR has increased by $92 million (166%) in budget authority (including HCFA 



trust fund transfers) from its original funding level of $32 million in FY 1990 to the $148 million 
in the FY 1996 President's Budget. AHCPR also receives funding from PHS evaluation funds. 
Counting the three funding sources, AHCPR's total program level has increased by $96 million 
(99%) from its original level of $97 million in FY 1990 to $193 million in the FY 1996 President's 
Budget. See attached table (TAB C) for detail of increases by year. 

Is AHCPR Fulfilling its Mission? 

AHCPR interprets its mission as generating and disseminating information that improves the 
delivery of health care. AHCPR generates and disseminates information, whether that information 
improves the delivery of health care has not been demonstrated. 

Research on Cost. Quality and Access 
Approximately 70% of this funding is awarded as grants or contracts to research health care cost, 
quality and access. The remaining 30% is devoted to AHCPR's research management. This 
research may provide information on what affects the cost, quality, and access of health care; but 
such information does not necessarily lead to improved delivery of health care. 

National Medical Expenditure Survey 
NMES is a unique data tool within HHS. It provides information that currently cannot be 
obtained elsewhere. Use of NMES data allows policy-makers to model alternative health care 
systems with the most reliable information available. The Department is currently re-designing 
NMES to better integrate department-wide data collection, and to fill in the data-gaps discovered 
during recent health care reform activities. 

Medical Treatment Effectiveness Program 
Approximately 84% of MEDTEP funding is awarded as grants and contracts to research medical 
treatment effectiveness. The remaining 16% is devoted to AHCPR's research management. 
AHCPR has published several clinical practice guidelines and outcomes research. The Office of 
Technology Assessment (OT A) has released a report questioning the Federal role in MEDTEP­
type activities.' The OTA report points out that: 
• documenting variations in clinical practice, as AH CPR does, does not itself provide 

information about which practices are the most effective. 
• making recommendations about reducing inappropriate care is not synonymous with 

reducing the cost of care. 
• many federal agencies sponsor clinical practice guidelines (e.g. AHCPR, CDC, and NIH), 

and many of the resulting guidelines overlap and contradict each other. 
• the private sector is flourishing in the areas of health technology assessment (including 

clinical practice guidelines) and the need for a Federal effort in this area is questionable. 

This was the area where advocates place their highest hopes for great things, specifically cost­
savings, from AHCPR. These hopes have not yet been realized. 

1 U.S. Congress, Office of Technology Assessment, Identifying Health Technologies that Work: Searching 
for Evidence, OTA-H-608 (Washington, D.C.: U.S. Government Printing Office, September 1994). 
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1990 
Budget Authority •• 
Trust Fund •••••••• 
l\ Evaluation ••••• 

Total •••••••• 

1991 
Budget Authority •• 
Trust Fund •••••••• 
l\ Evaluation ••••• 

Total •••••••• 

1992 
Budget Authority •• 
Trust Fund •••••••• 
l\ Evaluation ••..• 

Total •••••••• 

1993 
Budget Authority •• 
Trust Fund •••••••• 
l\ Evaluation ••••• 

Total ••••••• 

1994 
Budget Authority •• 
Trust Fund •••••••• 
l\ Evaluation ••••• 

Total ••••••. 

1995 
Budget Authority •• 
Trust Fund •••••••• 
1\ Evaluation ••••• 

Total ...... . 

1996 
Budget Authority •• 
Trust Fund •••••••• 
l\ Evaluation ••••• 

Total ••••••• 

Appropriation History Table 

Agency for Health Care Policy and Research 

Budget 
Estimate 

to Congress 

l/ 

$ 39,126,000 
29,037,000 
40,776,000 

$108,939,000 

$ 34,283,000 
37,773,000 
49,944,000 

$122,000,000 

$ 36,083,000 
37,773,000 
51,237,000 

$125,093,000 

$139,045,000 
5,786,000 

13,204,000 
$158,035,000 

$104,409,000 
5,786,000 

63,204,000 
$173,399,000 

$142,424,000 
5,796,000 

45,284,000 
$193,504,000 

House 
Allowance 

!/ 

$ 68,579,000 
6,037,000 

13,776,000 
$ 88,392,000 

$ 95,756,000 
5,892,000 

13,444,000 
$115,092,000 

$ 98,671,000 
5,833,000 

13,310,000 
$117,814,000 

$129,051,000 
5,786,000 

13,204,000 
$148,041,000 

$134,624,000 
5,806,000 

13,202,000 
$153,632,000 

-25-

senate 
Allowance 

!/ 

$ 91,335,000 
6,037,000 

40,776,000 
$138,148,000 

$ 69,283,000 
7,773,000 

49,944,000 
$127,000,000 

$ 70,572,000 
5,833,000 

53,316,000 
$129,721,000 

$139,305,000 
5,786,000 

13,204,000 
$158,295,000 

$128,914,000 
5,786,000 

31,504,000 
$166,204,000 

Appropriation 

$ 50,191,000 
6,037,000 

41. 443, 000 
$ 97,671,000 

$ 95,755,000 
5,892,000 

13,444,000 
$115,091,000 

$100,452,000 
5,892,000 

13,444,000 
$119,788,000 

$109,051,000 
5,786,000 

13,204,000 
$128,041,000 

$135,409,000 
5,786,000 

13,204,000 
$154,399,000 

$138,541,000 
5,796,000 

18,300,000 
$162,637,000 



l/ The FY 1990 President's Budget, the FY 1990 House Allowance, and the FY 1990 
Senate Allowance did not include funds for the Agency for Health care Policy 
and Research (AHCPR). The AHCPR was established on December 19, 199e'1,y ._ lq~<\ 
P.L. 101-239. Funds for the AHCPR's predecessor, the National Center for 
Health Services Research and Health Care Technology Assessment, were 
previously included in the budget estimates submitted by the Office of the 
Assistant Secretary for Health. 
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General Statement 

The mission of the Agency for Health Care Policy and Research (AHCPR) is to 
generate and disseminate information that improves the delivery of health · 
care. This mission is unique. AHCPR is the primary Federal agency charged 
with: (1) developing clinically-based, policy-relevant information for use in 
improving the health care system; and (2) providing leadership in health 
services research. 

AHCPR's effectiveness and outcomes research brings new insights into the daily 
needs of patients and medical practitioners. AHCPR's clinical practice 
guidelines provide valuable analyses and recommendations, not available 
elsewhere, that promote higher quality, more appropriate, and more cost­
effective health care. AHCPR's guideline development process has also 
established the standard by which guideline development occurs across the 
United States, in medical and nursing specialty societies. We have made 
significant advances in the dissemination of this information to consumers and 
practitioners and voluntary use of these practice guidelines continues to grow 
across the nation. 

The research supported by AHCPR on cost, quality and access generates 
important new information on a broad spectrum of issues with respect to the 
financing and delivery of health care services in a predominantly private 
health care system. Such information is used by a variety of public and 
private decision makers to measure and improve quality, enhance consumer 
1ecision making, and improve the efficiency of the health care system. In 
addition, AHCPR's staff expertise and databases help inform public policy 
1ebates on the future of the health care system. The National Medical 
~xpenditure Survey (NMES) provides the data to examine the financial 
lmplications of various health care reform proposals. 

rhe FY 1996 Request will enable AHCPR to provide the information and expertise 
~equired to shape and enhance the health care system and improve the 
affectiveness and appropriateness of health care. The AHCPR budget is 
?resented in four parts: (1) Research on Health Care Costs, Quality and 
\ccess (which includes a health services research program on HIV/AIDS); (2) 
fational Medical Expenditure Survey (NMES 3); (3) Medical Treatment 
~ffectiveness Program; and (4) Program Support. The President's appropriation 
request of $193,504,000 for this account represents current law requirements. 
No proposed law amounts are included. 

Scorable Budget Authority ••••••••••••••••••••• $142,424,000 
Trust Fund Transfer........................... 5,796,000 
One-percent Evaluation Funds.................. 45,284,000 

Total Estimate •••••••••••••••••••••••••••••••• $193,504,000 

During the past two years, while the debate over health care reform continued 
in Washington, private market forces were acting to transform the country's 
medical system. Major trends include cost cutting, increasing competition 
within and among all sectors of the delivery system, and continuing 
consolidation of providers and payers. While these trends have resulted in 
reductions in the rate of increase of health care expenditures, they have also 
raised questions about the impact on the quality and appropriateness of health 
care and the choices available to consumers. 

Among the milestones American health care reached during 1993 and 1994 were: 

• A majority of Americans with employer-based health benefits were 
enrolled in managed-care plans. Sixty-five percent of workers at 
medium and large companies were in such plans by 1994. 
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• At least three-fourths of all doctors signed contracts, covering 
at least some of their patients, to cut their fees and accept 
oversight of their medical decisions. Among doctors who work in 
group practices, the share of such managed-care contracts was 89 
percent by 1993, up from 56 percent the year before. 

• Spending on health care continued to grow faster than the economy 
as a whole due, at least in part, to the adoption of new 
technologies and the aging of the population. 

Issues and concerns raised by these developments can be addressed effectively 
only when we understand their dimensions, the social and financial 
implications of change, and the ways to achieve the quality, effectiveness, 
efficiency and equity we expect from our health care system. These are among 
the critical issues being addressed by AHCPR. 

The goals of AHCPR are pursued through the Research on Health Care Costs, 
Quality and Access (CQA) program, the National Medical Expenditure Survey 
(NMES 3), and the Medical Treatment Effectiveness program (MEDTEP). Research 
performed by and supported through the CQA program focuses on cost, quality 
and access studies of immediate and long-term importance to policy makers, 
health care professionals, and the public. These issues are closely related 
and are studied through investigator-initiated research and intramural 
research, and are the foundation for all of AHCPR's directed research 
endeavors. 

Research conducted under MEDTEP is designed to improve the effectiveness and 
appropriateness of health care. MEDTEP findings result in increased cost 
effectiveness for Medicare, Medicaid, and the entire health care system, by 
focusing on ways to improve the diagnosis, prevention, treatment, and 
management of clinical conditions that occur frequently and pose substantial 
risks to patient health and functional status. 

The National Medical Expenditure Survey provides the basic information for 
estimating the effects of various changes to the American system of health 
care. No alternative source of information exists for estimating the costs, 
and for analyzing financing options and the distributional impact of various 
options. The third survey in the series will begin data collection in January 
1996. 

Overview 

AHCPR is developing a strategic plan that focuses on improving health care 
delivery and health outcomes for all Americans. We will achieve our mission, 
to generate and disseminate information that improves the health care system, 
through the following goals: 

• Help consumers make more informed choices; 
• Determine what works best in clinical practice; 
• Measure and improve quality of care; 
• Evaluate and improve the health care marketplace; 
• Improve the cost effective use of health care resources; 
• Assist health care policymaking; 
• Build and sustain the health services research infrastructure. 
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Research on Health Care Costs, Quality and Access 

Authorizing Legislation - Title IX and Section 301 of the Public Health 
Service Act (PHSA). 

Increase 
FY 1994 FY 1995 FY 1996 or 
Actual Appropriation Estimate Decrease 

lm Ila FTE M FTE BA Ill Ila 

141 $47,436,000 141 $50,559,000 139 $53,515,000 -2 $ 2,956,000 
(60,640,000) (63,777,000) (66,717,000) (2,940,000) 

FY 1996 Authorization •••••••••• PHSA Title IX expires September 30, 1995 
PHSA Section 301 Indefinite 

Purpose and Method of Operation 

The Research on Health Care costs, Quality and Access program (CQA) focuses on 
studies of immediate and long term importance to policy makers, health care 
professionals, and the public. This includes studies on the interaction of 
cost, quality and access; health insurance plans; microsimulation modeling to 
understand the effects ~f proposed changes to the health care system; analysis 
of health care costs and financing for acute, ambulatory and long term care 
for specific diseases (e.g. AIDS); and the effects of medical liability. 

In FY 1995, CQA is estimated to support 123 research project grants, including 
10 for AIDS; and 39 research contracts, including 8 for AIDS. 

In FY 1996, CQA is estimated to support 117 research project grants, including 
11 for AIDS; and an estimated 40 research contracts, including 7 for AIDS. 

RESEARCH GRANTS AND CONTRACTS supported by AHCPR provided the foundations for 
major changes in health care financing systems, the measurement of health care 
quality, and the development of information systems that improve the delivery 
of health care services. In FY 1995, areas of focus include: 

• how consumers make choices on health insurance; 
• managed care; 
• risk adjustment systems; 
• health insurance reform; 
• rural hospital closures and rural emergency medical services; 
• cost effectiveness of preventing AIDS complications; and 
• improved electronic medical records systems. 

CONSUMER DECISION MAKING 

In FY 1995, AHCPR will initiate the Consumer Assessments of Health Plans Study 
(CAHPS). Health plans are changing rapidly as providers of health insurance 
cope with demands to reduce the costs of health insurance coverage while 
offering plans that provide quality of care from the consumer perspective. 
Little is known about consumer preferences for information on health plans and 
how consumers use information in health care decision making. CAHPS will 
gather valid, reliable information and test its usefulness in assisting 
consumers with selection of a health care plan. AHCPR plans to make an award 
for this initiative in FY 1995. 
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IMPROVING THE HEALTH CARE MARKETPLACE 

In FY 1995 AHCPR will refocus interest in the role that market forces play in 
the provision and financing of health care. The planned solicitation will 
generate new short term, policy relevant, investigator-initiated research in 
an environment characterized by rapid financial reconfiguration of the U.S. 
health care system, continued rising health care costs and rates of 
uninsurance, cost and access driven state experimentation with a range of 
regulatory and pro-competitive policies, and continued pressure on Federal and 
state health care budgets. 

The research conducted through this initiative will provide greater 
understanding of emerging financing and organizational arrangements, such as 
managed care organizations and hospital/physician/nursing home alliances, and 
their effects on access, cost, and quality of care. AHCPR plans to make an 
award for this initiative in FY 1995. 

PRIMARY CARE 

In the area of primary care research, FY 1995 support includes: 

• a study on the cost effectiveness of screening in primary 
care for hereditary hemochromatosis (HH), a condition in 
which iron is absorbed at an increased rate leading to organ 
damage and associated disease: 

• a study of the problem of inadequate follow-up of abnormal 
screening mammograms; 

• a study comparing the costs and quality of primary care 
delivered by different types of physicians - family 
physicians, general internists and medical specialists -
within a health maintenance organization; 

• a study to determine the effectiveness of expansions in 
Medicaid for pregnant women on improvements in birth 
outcomes; 

• several studies testing the effectiveness of interventions 
in physicians' offices that can improve the delivery of 
clinical preventive services; 

• a study testing the effect of an interactive CD focused on 
decreasing cervical cancer by improving the quality of 
screening for patients in community health centers; 

• a study comparing patient outcomes following different 
treatments for acute otitis media; and 

• several studies testing the effectiveness of different 
approaches to implementing AHCPR clinical practice 
guidelines on the processes and outcomes of care. 

RURAL HEALTH SERVICES RESEARCH 

During FY 1995, AHCPR will continue to fund five specialized centers for rural 
health services demonstrations in Oklahoma, Iowa/Nebraska, Maine, West 
Virginia, and Arizona. Many recent health care innovations such as managed 
care are available in metropolitan areas but are frequently unavailable to 
rural populations. The Centers will conduct demonstrations of innovations in 
the delivery of health care services in rural areas. Rural populations are in 
poorer health than urban populations and experience limited public 
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transportation, higher unemployment rates, and a shortage of health care 
professionals. The new systems would make primary care and preventive 
services more available to rural residents through managed care arrangements 
and innovative information and corrununication. The new rural health care 
systems will provide valuable data about health care coats and other issues 
that will help health care administrators improve the quality of rural health 
care. A detailed table listing the demonstration centers is on page 40. 

In addition, AHCPR continues to support five rural centers, established in FY 
1993. These Centers address regional issues related to the development of 
rural health policy for cost and quality of, and access to, health services 
particularly for disabled and minority populations. A current example is the 
assistance AHCPR is providing to the State of Oregon in developing a scorecard 
for consumer's use in selecting health care plans and providers. AHCPR's 
regional Rural Center at the University of Washington and its subcontractor, 
Oregon Health Sciences University, Portland, are carrying out this 
collaborative project. 

The project will test several scorecard formats based on the needs of 
participants of the Oregon Health Plan, a State-supported health insurance 
program that provides universal access to health care by low-income residents. 

Beyond helping Oregon achieve its public health policy goals, this project 
will develop the science base for a State-wide scorecard that can be adapted 
by other States. A detailed table listing these centers begins on page 41. 

INTRAMURAL RESEARCH collects and analyzes data on policy issues of immediate 
concern to the Administration, Congress and others involved in developing and 
analyzing national health policy. Using data from the National Medical 
Expenditure Survey, AHCPR has developed a sophisticated microsimulation model, 
AHSIM, that is currently being used to assess cost and financing issues 
related to health care reform. The AHSIM Model is being modified to run on 
free-standing personal computers, so its analytic capabilities can be shared 
directly with policymakers throughout the Federal government. 

The intramural research program is moving into the third phase of the 
Healthcare Cost and Utilization Project (HCUP). The project has reached its 
original goal of obtaining participation from 22 states, two years ahead of 
schedule. Data has been received from 20 of these organizations. 

HCUP-3 PartlCIPatlon 

D L11111ud tau lll!D COnucu llDl ..,,.,,,..,.,..,,. 
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Discussions with other states indicate that many are interested in 
participating (Alabama, Delaware, Maine, North Carolina, Georgia, New 
Hampshire, Ohio, Rhode Island, Tennessee, Vermont, West Virginia and the 
District of Columbia), if funding is available. Patient-level discharge data 
are collected in 42 states, although all hospitals in the state may not be 
included. HCUP-3 participants represent 14 state data organizations and 8 
private data organizations: 

State data organizations: AZ 

NY 

Private data organizations: CT 

CA 

OR 

co 

FL 

PA 

IA 

IL 

SC 

KS 

MA 

WA 

MI 

MD 

WI 

MO 

NJ 

UT 

NV 

WY 

HCUP-3 is creating two databases by merging hospital discharge data from the 
different states. Data are processed into a uniform HCUP-3 format to 
facilitate research. One database will allow analyses of regional and state 
trends while the other will allow analyses of national health policy issues. 

The first, a statewide inpatient database, consists of information on all 
community hospitals and all discharges from hospitals in 12 states. After 
processing data into the uniform HCUP-3 format, data will be returned to the 
respective states. Four states (CA, FL, IL, MA) have received their data in 
the HCUP-3 format. The states will control release of the statewide data for 
research outside of AHCPR under their established privacy laws and policies. 
Representatives of the 12 states, with AHCPR guidance, are exploring the 
feasibility of developing a uniform procedure among the HCUP-3 states for 
releasing data for research. The states are attempting to reduce the barriers 
to accessing data held by different states, while fully protecting privacy. 

BCUP-3 Statewide Inpatient Database (SID) 
Release 1 1995 

• 100\ of hospitals and discharges in state 

• return to states for distribution 

• participating states include: 

AZ 

MA 

CA 

NJ 

co 

NY 

FL 

PA 

IA 

WA 

IL 

WI 

The second database is a nationwide sample of approximately 1,000 community 
hospitals and all of their hospital discharges. The sample for Release 1 will 
be drawn from 11 of the 12 states included in the statewide inpatient 
database. Future annual releases will include additional states selected to 
improve national representation. 

BCUP-3 Nationwide Inpatient Sample (NIS) 
Release 1 1995 

• 20\ of hospitals and 100\ of their discharges 

• AHCPR release to researchers 

• participating states in Release 1 include: 

AZ 

MA 

CA 

NJ 

co 

PA 

FL 

WA 
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The HCUP-3 databases will allow researchers to: 

• monitor changes in the structure, conduct, and performance of public and 
private health care delivery systems; 

• track indicators of hospital quality; 
• identify variations in medical practice; 
• monitor the use of services for vulnerable populations; 
• assess the development of uniform, comparable data across geographic 

areas and sites of care; and 
• evaluate changing patterns of illness and treatment for diseases such as 

AIDS. 

HCUP-3 has strong support from the states, which need these data for planning. 
The project also has the endorsement of the American Hospital Association. 

AIDS RESEARCH includes another large database for both intramural and 
extramural research, the AIDS Cost and Service Utilization Survey (ACSUS) 
which provides vital information on costs and services resulting from health 
care delivery to the HIV-infected. The second national utilization survey, 
the "HIV Cost and Services Utilization Study" (HCSUS) presently is being 
organized. This study represents a continued commitment by AHCPR to collect 
data associated with the use and cost of services consumed by persons with HIV 
infection, and to make this data available to health care policy decision­
makers. In addition to cost and utilization data, HCSUS will collect primary 
data about access and barriers to care in different geographic locations and 
health care delivery system settings. It will provide current information 
about relevant demographic and socioeconomic variables (e.g., race, gender, 
insurance status, income, education, exposure category). The HCSUS will 
collect data on a broad representation of HIV infected persons over an 
extended period of time. The study will enable enhanced analyses of the 
longitudinal effect of various treatment modalities and should have better 
generalizability than is possible to obtain through studies of a single 
population group, at a single health care delivery setting in one location. 
The HCSUS is funded through a cooperative agreement with RAND for four years 
beginning in FY 1994. 

Other AIDS research in FY 1995 includes: 

• a grant to evaluate alternative strategies for the prevention of 
opportunistic infections in persons with AIDS; 

• a project aimed at developing a database of individuals receiving 
care for HIV infection in order to assess utilization, 
appropriateness, and effectiveness of pharmaceutical therapies 
used in treating HIV disease; 

• a grant to study the effects of the Comprehensive Health and 
Enhancement Support System (CHESS) on health care costs and 
quality of care of HIV-infected individuals. 

DISSEMINATION ACTIVITIES are designed to promote widespread distribution and 
assimilation of AHCPR products including results and findings from the AHCPR­
funded extramural research studies, and from intramural research activities 
such as the National Medical Expenditure Survey and Provider Studies Programs. 
A variety of dissemination methods are employed including: publication in 
professional journals; press conferences; interviews and story placement with 
the medical/trade press; and articles in the popular press. 

The User Liaison Program (ULP) synthesizes and disseminates research findings 
to Federal, state, and local policy makers in easily understood and usable 
formats. The ULP plays a key role in AHCPR's efforts to support capacity­
building for public health at the state and local level through policy-
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thematic workshops, skill building workshops, and technical assistance. 
Examples of the types of issues the ULP has addressed include: 

• Minority infant mortality 

• Long-term care 

• Strengthening the public health 
infrastructure 

• Managed care 

• Drug utilization review 

• Medical liability 

• Disease prevention/health 
promotion 

• Rural, urban & child health 

In addition, the ULP has worked closely with organizations serving the 
information needs of state/local officials such as the Association of State 
and Territorial Health Officials (ASTHO), the National Association of County 
Health Officers (NACHO), and the National Association of County Officials 
(NACO) by conducting educational programs for their members. 

The ULP is conducting a series of expert meetings with states that are in the 
forefront of health reform, such as Minnesota, Oregon, and Vermont. These 
meetings will provide the basis for AHCPR's programs of technical assistance 
for the states in their implementation of health reform. 

Funding for the Research on Health Care costs, Quality, and Access program 
during the last five years has been as follows: 

Five-Year Funding History 

Funding and FTE levels for the Research on Health Care Costs, Quality and 
Access program over the five year period prior to FY 1996 has been as follows: 

Amount FTEs 

1991 ................. $49,120,000 132 
(HIV/AIDS non-add) •• (10,252,000) (10) 

1992 ................. $49,501,000 131 
(HIV/~IDS non-add) •• (10,135,000) (10) 

1993 ................. $51,949,000 140 
(HIV/AIDS non-add) •• ( 9,624,000) (10) 

1994 ................. $60,640,000 141 
(HIV.~. IDS non-add) •• (10,624,000) (10) 

1995 ................. $63,777,000 141 
(HI~.AIDS non-add) •• (10,585,000) (10) 

Sources of Research on Health Care Costs, Quality, and Access funding follow: 

Budget 
Authority 

1991 
1992 
1993 
1994 
1995 Approp. 
1996 Estimate 

35,676,000 
36,057,000 
38,745,000 
47,436,000 
50,559,000 
53,515,000 

Trust Funds 
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1 Percent 
Evaluation 

13,444,000 
13,444,000 
13,204,000 
13,204,000 
13,218,000 
13,202,000 

49,120,000 
49,501,000 
51,949,000 
60,640,000 
63,777,000 
66,717,000 



National Medical Expenditure Survey CNMES 31 

Authorizing Legislation - Title IX and Section 301 of the Public Health 
Service Act {PHSA). 

Increase 
FY 1994 1995 FY 1996 or 
Actual Appropriation Estimate Decrease 

Ell .Db Ill BA FTE .Db FTE Im 

$10,000,000 $ 9,918,000 $9,918,000 
(10,000,000) (15,000,000) (36,000,000) (21,000,000) 

Purpose and Method of Operation 

AHCPR's research and databases have provided much of the information used by 
policy-makers to ~evelop and evaluate health care proposals. Health care 
issues can be addressed effectively only when we understand their dimensions, 
the social and financial implications of proposals for change, and the most 
effective ways to achieve the quality, efficiency, and equity we expect from 
our health care system. 

NMES 3 is the third in a series of projects to collect and compile data on 
nationwide expenditures and utilization. Funding for the project began in FY 
1994. A 5 year project, FY 1996 is a peak year for funding because it covers 
a period of the most intensive field work. 

The following table compares the cost of NMES 2 with NMES 3 adjusted to 1987 
dollars. In constant dollars, the cost for NMES 3 reflects a modest increase 
over NMES 2 despite the use of innovations such as Computer Assisted Personal 
Interviews (CAPI) which improve the quality of the data and expedite the 
production of Public Use Data Tapes. 

Component 

Household Survey: 

Household Interviews ••• 
Medical Provider 

Interviews .•••••••••• 
Health Insurance 

Plan Survey .••••••••• 

Subtotal ••••••••••••• 

Institutional Survey: 

Institution & Population 
Interviews ••••••••••• 

TOTAL • •••••••••••• 

1987 
NMES-2 

1996 
NMES-3 

NMES-3 
in 1987 Dollars 

(Dollars in Millions) 

$32.2 

7.5 

_.§..:.1 

48.4 

$59.4 
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$52.4 

10.2 

...li:..1 

77. 7 

$92.9 

$34.7 

6.8 

10.0 

51.5 

$62.0 



Funding History 

Funding for the National Medical Expenditure Survey (NMES 3) program prior to 
FY 1996 has been as follows: 

hffiOUnt 

1994 •••••••••••••••••••••••••••••••• $10,000,000 
1995.............................. 15,000,000 

Sources of NMES 3 funding follow: 

1994 Actual 
1995 Approp. 
1996 Estimate 

Budget 
Authority 

$10,000,000 
9,918,000 
9,918,000 

Rationale for the Budget Estimate 

l\ 
Evaluation 

$5,082,000 
26,082,000 

Total 

$10,000,000 
15,000,000 
36,000,000 

The FY 1996 Estimate for the National Medical Expenditure survey (NMES 3) 
totals $36,000,000, comprised of $9,918,000 in budget authority and 
$26,082,000 in one percent evaluation funds. The total reflects an increase 
of $21,000,000 over the FY 1995 Appropriation of $9,918,000. 

National Medical Expenditure Survey 3 CNMES 3> +S 21,000,000: During FY 1996, 
many key survey activities will take place. The bulk of costs for interviewer 
training and data collection (i.e. screening, baseline, and two main rounds of 
data collection) will be incurred. The innovations planned for NMES 3, such 
as software development for the CAPI, will allow access to data for policy 
analysis much more quickly than has been possible in the past. 

Support is included for the development of the Provider Inventory and an 
expanded Nursing Home Survey. The National Center for Health Statistics does 
not intend to conduct a Nursing Home survey in 1996. The expansion includes 
collecting additional information on facility characteristics and the amount 
of data collected from next of kin. 

Interview costs are higher than originally estimated because changes in the 
composition of U. s. households make information collection more difficult 
(e.g. an increased number of non-English-speaking immigrants, heightened 
concerns about privacy, and the increasing numbers of non-traditional 
household and family arrangements). 

The tables that follow provide additional information on the costs of 
collecting data and then analyzing the data. 
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TABLE I 

DATA COLLECTION CONTRACT COSTS 
(Dollars in Millions) 

(1977-79) (1987-89) (1994-98) 
Component NMES I NMES 2 NMES 3 

Household Survey ..................... $16.0 $32.2 $52.4 
15,000 Households 
37,000 Persons 
5 Rounds 

Institutional Population Survey ... 11.0 15.2 
810 Nursing Homes 
691 Facilities for Retarded 
11,000 Persons 

Medical Provider Survey ............ 3.5 7.5 10.2 
22,000 Physicians 
400 Home Health Agencies 
2,687 Hospitals 

Health Insurance Survey ............ 3.7 8.7 15.1 
13, 700 Employers 
400 Unions 
900 Insurance Companies 

Survey of American Indians ........ 7.0 
2, 100 Indian Households 
7,000 Persons 
3 Rounds 

Medicare Record Component ..... 0.5 --* 

TOTAL ............................. $23.2 $66.9 $92.9 

* Included in Household Survey 
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Table II 

NMES3 

(Dollars in Millions) 

FY FY FY 
Activitv 1994 1995 1996 

Household Surveys .••••••••••.....•••. $5.8 $10.3 $20.0 

Institutional Population Component 
Nursing Home Surveys •••..••...... 2.1 2.1 5.9 

Household Surveys/Medical 
Provider Surveys •••••.•••••••.••..••.. 1.1 0.7 3.8 

Household Surveys/Health 
Insurance Plan Surveys •••••••••••• 1.0 1.9 6.3 

TOTAL ............................... $10.0 $15.0 $36.0 

Table Ill 

Estimated Analytic Costs of NMES 3 
(Dollars in Millions) 

FY FY 
1997 1998 

$15.3 $1.0 

4.1 1.0 

4.1 0.5 

5.4 0.5 

$28.9 $3.0 

Cost Component FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 

Programming •••....••..•...•.............. $1.5 $2.5 $2.7 $2.7 $2.7 

Computer Time ............................ 0.5 0.8 0.8 0.9 0.9 

Personnel ••..••.............................. 1.9 3.2 3.3 3.4 3.5 

TOTAL ..•..............•......•........... $3.9 $6.5 8 $7.0 $7.1 

TOTAL 

$52.4 

15.2 

10.2 

15.1 

$92.9 



Medical Treatment Effectiveness Program 

Authorizing Legislation - Title III and Title IX of the Public Health service 
Act and Section 1142 of the Social Security Act 

Increase 
FY 1994 FY 1995 FY 1996 or 
Ac!:ual a1212ro12riation Estimate Decrease 

Ill M FTE BA Ill M FTE M 

86 $81,328,000 89 $81,436,000 88 $82,364,000 -1 $ 928,000 
(81,328,000) (81,436,000) (88,364,000) (6,928,000) 

FY 1996 Authorization •••••••••• PHSA Title IX expires September 30, 1995 
PHSA Section 301 Indefinite 
SSA 20l(g) Indefinite 
SSA Title XI expired September 30, 1994 

Pur12ose and Method of 012eration 

The purpose of the Medical Treatment Effectiveness Program (MEDTEP) is to 
increase the cost effectiveness and appropriateness of clinical practice. 
MEDTEP accomplishes this through four interrelated activities: effectiveness 
research; development of clinical practice guidelines; development of data 
bases for research; and the synthesis and dissemination of research findings 
and clinical practice guidelines. MEDTEP also supports training of health 
services researchers. 

In FY 1995, MEDTEP is estimated to support 95 research project grants and 54 
research contracts. 

In FY 1996, MEDTEP is estimated to support 92 research project grants and 43 
research contracts. 

EFFECTIVENESS RESEARCH examines the effectiveness, appropriateness and cost 
effectiveness of alternative strategies for the prevention, diagnosis, 
treatment, and management of clinical conditions, in terms of patient 
outcomes. More complete and accurate information regarding what works best in 
medical care and, especially, the relative benefit of alternative treatments 
and consideration of patients' preferences, together with active dissemination 
of this information, will help to improve clinical practice and its outcomes. 
In addition to benefiting individual patients, the results of MEDTEP research 
are valuable to health care providers concerned about the value, 
effectiveness, and appropriateness of health care in their institutions and 
communities and to policymakers concerned about the quality and cost of health 
care nationwide. 

MEDTEP research focuses on conditions that meet the following criteria: 

• large numbers of individuals are affected; 
• there is uncertainty or controversy regarding effectiveness; 
• associated risks and/or costs of treatment are high; and, 
• needs of the Medicare and Medicaid programs are addressed. 
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Recent examples of MEDTEP research include: 

• Medical care use and costs for adults with sleep apnea; 
• •Let Me Decide• health care advance directives; 
• outcomes following minor head and abdominal trauma; 
• Improving efficiency and quality with information systems; 
• Videodisc for back surgery decisions; 
• Treatment choices and outcomes in prostate cancer; and, 
• Practice variation among newborn intensive care units. 

PORTS and PORT II 

A major component of MEDTEP research is support for Patient outcomes Research 
Teams (PORTs), which began in FY 1989. PORTs are 5-year research grants that 
include the elements of formal literature synthesis (meta-analysis), data 
acquisition and analysis, development of clinical recommendations, 
dissemination of findings, and evaluation of the effects of findings on change 
in clinical practice. The 14 PORT projects are listed on page SS. 

The PORT II initiative continues in FY 1995. Like the initial PORTS, PORT II 
addresses important clinical and policy-relevant questions on the 
effectiveness and cost effectiveness of different clinical approaches for 
common clinical conditions, and will advance methods for outcomes research. 
The new program emphasizes hypothesis testing to provide strong evidence for, 
or against, the effectiveness of treatments for common conditions. The grant 
period for PORT II is from three to five years. Six PORT II grants were 
awarded in FY 1994 for the following areas: prostatic diseases; cataracts; 
breast cancer; cardiac arrhythmia; end-stage renal disease and oral 
rehydration. A detailed table listing the PORT II projects is on page S6. 

RESEARCH CENTERS ON MINORITY POPULATIONS 

Another important MEDTEP research initiative established 11 MEDTEP Research 
Centers on Minority Populations, four full centers and seven developmental 
centers. Through this initiative, AHCPR is investigating which clinical 
strategies are best for clinical conditions whose prevalence or impact is 
greatest among African Americans, Latinos, Asian and Pacific Islanders, 
American Indians, and/or Alaska Natives. In addition, the Centers are 
training minority researchers in effectiveness research, provide technical 
assistance to practitioners in their communities, and disseminate information 
to patients and providers. Examples of the conditions being studied are: 
high blood pressure, kidney disease, tuberculosis, low birthweight, substance 
abuse, and certain cancers. A detailed table listing the Research Centers on 
Minority Populations is provided on page 57. 

PHARMACEUTICAL OUTCOMES PROJECTS 

Another MEDTEP research initiative is studying the effectiveness and cost 
effectiveness of prescription drugs and related pharmaceutical interventions. 
Fourteen investigator-initiated grants currently are funded to study the 
effect of prescription drugs on patient outcomes. Illustrative examples of 
these research grants include: pharmaceutical care for pediatric asthma 
(University of Washington); antidepressant drug use in the elderly (University 
of Minnesota); the role of the patient in arthritis treatment (University of 
Wisconsin); and prospective drug utilization review (Regenstrief Institute, 
Indiana University). A table listing the pharmaceutical projects funded under 
this initiative is provided on page 58. 
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CLINICAL PRACTICE GUIDELINES are developed by AHCPR's Office of the Forum for 
Quality and Effectiveness in Health care. This program promotes the quality, 
appropriateness, and effectiveness of health care by arranging for the 
development, review and updating of: 

• Clinically relevant guidelines that may be used by health care 
practitioners and educators, as well as consumers, to assist in 
determining how diseases, disorders, and other health conditions can 
most effectively and appropriately be prevented, diagnosed, treated, and 
managed clinically; and, 

• Standards of quality, performance measures, and medical review criteria 
through which health care providers may assess or review the provision 
of health care. 

By the end of 1995, an estimated twenty guideline sets (i.e. the clinical 
guideline, quick reference guide for clinicians, and patient's guide) will be 
available to the public. Two other topics are under development with 
publication expected in 1996. A detailed table listing the guidelines is 
provided on page 59. 

GUIDELINE EVALUATION 

AHCPR has also established a guideline evaluation strategy designed to meet 
three objectives: 

l. Examine the process of developing and disseminating guidelines; 

2. Evaluate individual guidelines as they are released; and 

3. Support investigator-initiated research to generate new knowledge 
about the effectiveness of medical care and develop and test new 
approaches to put that knowledge into use. 

Guideline evaluation efforts include: 

• Six targeted projects to examine various aspects of the process of 
developing AHCPR supported guidelines. These projects are designed 
to summarize our guideline experience to date and will assist in 
responding to congressional reporting requirements in the 1992 
AHCPR Reauthorization Act. They examine methods for selecting 
guideline topics, methods to conduct peer and pilot review, 
methods to compare the AHCPR guideline development process to 
those used by other organizations, methods to assess the perceived 
quality of guidelines, and methods for analyzing the cost effects 
of guideline recommendations. 

• Continuing research into methods for translating clinical practice 
guidelines into medical review criteria that can be used to 
measure conformance with guidelines and target areas for clinical 
quality improvement. These projects include contracts with l) The 
American Medical Review Research Center to evaluate the AHCPR­
supported guidelines for urinary incontinence, acute postoperative 
pain, and benign prostatic hyperplasia in care provided to 
Medicare patients; and 2) The Rand Corporation to evaluate the 
guidelines for cataract and pressure ulcers. This second project 
involves collaboration with the Department of Veterans Affairs, 
which will test guideline-based review criteria for use in VA 
hospitals throughout the U.S. 
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• Continuing research into the application of the AHCPR-supported 
guideline on depression in large group practice settings. In 
addition, a new research solicitation will sponsor projects to 
investigate the impact of AHCPR-supported guidelines for urinary 
incontinence in adults, early HIV infection, sickle cell disease, 
unstable angina, and depression. · 

DATA DEVELOPMENT efforts address the quality of patient care by improving the 
quantity and quality of information available for health services research, 
with special emphasis on patient outcomes research. In addition, activities 
related to development of computerized medical records will contribute to the 
administrative simplification goals of health reform. The two basic 
components of this activity are: 

• Establishing standards for uniform methods of developing, 
collecting and exchanging data. 

• Investigating the feasibility of linking research-related data 
from a variety of sources. 

Continuing in FY 1995, AHCPR and the National Library of Medicine are 
cooperatively funding grant applications that extend computer-based patient 
record systems and show their incorporation of guidelines, decision aids, 
expert systems and reminder systems. Supported research include 
investigations into the use of automated patient care data for patient care, 
payment, research, quality assessment, patient outcome analysis, and 
electronic transmission of such data among institutions and providers. 

EVALUATION and synthesis encompasses information on the development and 
application of clinical quality measures, including: 

• guideline-based measures sponsored by AHCPR; 
• quality measures developed by other government entities and the 

private sector; 
• methods of comparison for quality measures; 
• supporting the capacity to disseminate information; 
• and technical assistance on quality measures. 

The field of quality measurement has generated vast amounts of this type of 
information that can be put into practice in the form of medical review 
criteria and performance measures. The science underlying that process needs 
to be strengthened. As a first step, AHCPR is funding a study to collect and 
classify existing clinical performance measurement sets. To date, the project 
has identified more than 30 measurement sets containing more than 600 clinical 
perf :·mance measures. The aim is to identify areas where better measures are 
neec·. : , and where further research can have the greatest impact. The 
info~uation will be placed in a database that can be accessed by managed care 
plans, hospitals, and other users. 

DISSEMINATION of research and clinical practice guidelines is accomplished 
through the use of professional journal publications, the consumer and trade 
press, and the mass media, as well as information networks and conferences 
sponsored by AHCPR. The resources and expertise of the National Library of 
Medicine (NLM), the Health Resources and Services Administration, and the 
Centers for Disease Control and Prevention continue to be used to convey final 
research and guideline findings. 

AHCPR has disseminated more than 14.3 million requested guideline documents. 
~dditionally, reprints, excerpts, or summaries of the guidelines have appeared 
in professional journals with a combined circulation of well over 4.9 million. 
AHCPR also collaborates with the NLM to make available full text retrieval 
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versions of guidelines through NLM's MEDLARS database. AHCPR has also 
arranged for the reprinting of more than 7.7 million additional copies of the 
guidelines by working cooperatively with industry in public-private 
partnership. 

AHCPR has worked with NLM to create an on-line literature database for health 
services research that is available to the public, and to significantly 
increase the scientific literature available on technology assessments. AHCPR 
also collaborates with the Government Printing Office and the National 
Technical Information service to make health services research and guidelines 
available through computer diskettes, on-line computer systems, and CD ROM 
disks. such products include an electronic inventory of AHCPR-supported 
research available on one database. AHCPR also has made clinical practice 
guidelines available on the Internet, the most cost effective tool for 
reaching the largest audience at minimum cost. 

TECHNOLOGY ASSESSMENT - This intramural research program provides review of 
new technologies under consideration for reimbursement by Federal agencies. 
Examples of current and planned technology assessments are provided in a table 
on page 60. 

Five Year Funding History 

Funding and FTE levels for the complete Medical Treatment Effectiveness 
Program (combined amount for research, guidelines, data, and dissemination) 
over the five years prior to FY 1996 has been as follows: 

1991 
1992 
1993 
1994 
1995 

Sources of MEDTEP funding follow: 

1991 
1992 
1993 
1994 
1995 Approp. 
1996 Estimate 

Budget 
Authority 

57,805,000 
62,149,000 
67,875,000 
75,542,000 
75,640,000 
76,568,000 

$ 

63,697,000 
68,041,000 
73,661,000 
81,328,000 
81,436,000 

Medicare 
Trust Funds 

5,892,000 
5,892,000 
5,786,000 
5,786,000 
5,796,000 
5,796,000 
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70 
83 
93 
86 
89 

1-Percent 
Evaluation 

6,000,000 

Total 

63,697,000 
68,041,000 
73,661,000 
81,328,000 
81,436,000 
88,364,000 



Rationale for the Budget Request 

The Medical Treatment Effectiveness Program totals $88,364,000, an increase of 
$6,928,000 or 8.5 percent over the FY 1995 Appropriation of $81,436,000 and 
includes anticipated savings in FTS costs of $16,000. 

The FY 1996 Request level provides support for the following initiatives: 

Shared Patient/Practitioner Decision-Making +$944.000: All the major health 
care reform proposals recognize that reform will bring intensified demands for 
meaningful information for all parties, particularly consumers. Successful 
implementation of reform requires information to help consumers participate 
more actively in decision-making about their personal health care. At this 
level, AHCPR will support 4 grants to fund innovative activities, such as 
interactive videodiscs, for providing information on the effectiveness of 
available treatment options to help patients become better informed health 
care consumers. 

Clinical Effectiveness Trials +$4.000,000: An AHCPR-supported conference was 
held in May 1994 to establish a future research agenda on the effectiveness of 
treatments for non-cancerous conditions of the uterus. The consensus of the 
conference was that there is little or no research evidence to support 
hysterectomy as an effective treatment for non-cancerous conditions of the 
uterus. There are about 450,000 hysterectomies performed annually in the 
United States for non-cancerous conditions. As AHCPR's effectiveness research 
program matures, it is becoming clear that direct answers to many clinical 
effectiveness questions will require investment in prospective clinical 
studies, including trials. 

At this level, AHCPR will support 2 clinical effectiveness studies, including 
an effectiveness trial, on treatments for non-cancerous conditions of the 
uterus, including hysterectomy. 

Technology Centers +S2.000.000: Virtually all proposals for health care 
reform state that "appropriate" care will be reimbursed. Technology 
assessments are the most suitable method for judging the appropriateness of 
health technologies. 

At this level, AHCPR will fund 2 cooperative agreements to support Technology 
Assessment Centers or Consortia to conduct assessments, develop innovative 
assessment methods, and provide technical assistance to health care providers, 
payers, policymakers, and managed care organizations. 
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AHCPR Funding History 
FY 1990 to FY 1996 President' Budget 

($ in millions) 

Actual A1111ro11riation President's Bude:et 
FY 1988* FY 1989* FY 1990 FY 1991 FY 1992 FY 1993 FY 1994 % Chane:e FY 1995 % Chane:e FY 1996 % Chan2e 

BA 22.2 32.5 55.8 101.6 106.3 114.8 141.2 23.0% 144.3 2.2% 148.2 2.7% 
Program Level 22.2 49.6 97.2 115.1 119.8 128.0 154.4 20.6% 162.6 5.3% 193.5 19.0% 

* Similar activities funded through predecessor agency 

5/22/95, 7:03 PM 
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FY 1996 Funding Proposals for the Agency for Health Care Policy and Research 

• The President's FY 1996 Budget proposed to fund AHCPR at $142 million, a $3.9 million 
(2.8%) increase over its FY 1995 funding of $139. 

• Kasich would eliminate funding for the Agency for Health Care Policy and Research 
(AHCPR) in FY 1996, saving $142 million BA in FY 1996 and $685 million over 5 years. 

• Domenici would cut AHCPR funding by 75% (-$104 million) from the FY 1995 level in 
FY 1996 and retains a shrunken AHCPR through FY 2002. 
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SUBJECT: GOP PLAN TO AXE AHCPR FUNDING UNLIKELY TO PASS, AIDES PREDIC 

GOP PLAN TO AXE AHCPR FUNDING UNLIKELY TO PASS, AIDES 
PREDICT 

Proposals by the House and Senate Budget committees to slash funding for 
the Agency for Health Care Policy and Research appear unlikely to pass 
Congress intact, according to congressional aides. 

While AHCPR funding might be curtailed, it probably will not be eliminated 
altogether as proposed by the House Budget Committee or cut 75 percent as 
suggested by the Senate Budget Committee, sources agreed. 

Instead, key Republicans in the Senate are working with the Clinton 
administration on a plan to consolidate data collection and research 
activities within the Department of Health and Human Services, aides said. 

In general, there appears to be significant support for AHCPR's stated 
purpose, especially on the Senate Labor and Human Resources Committee, which 
handles AHCPR's legislative authorization. 

''There's strong support for the agency's mission on the part of some 
Republicans,'' one Democratic staffer told BNA. In addition to Chairwoman 
Nancy Kassebaum {R-Kan), GOP supporters on the committee are said to include 
Sens. James Jeffords (R-Vt) and Orrin Hatch {R-Utah). Sen. Bill Frist 
(R-Tenn) , a Nashville heart surgeon, may be another supporter of AHCPR 
activities, the staffer said. 

Actual funding for AHCPR is set by the Senate and House Appropriations 
committees, which are being lobbied by the Clinton administration to preserve 
it, sources said. However, because AHCPR's legislative authorization expires 
this year, separate reauthorizing legislation must be approved by the Senate 
Labor and Human Resources and the House Commerce committee, which have 
jurisdiction over Public Health Service programs. 

Compared to the Senate, ACHPR's support appears more tenuous in the House, 
where the atmosphere is more partisan and Republican leaders need to cut more 
spending to offset tax cuts, sources said. However, some GOP members, like 
House Ways and Means Health Subcommittee Chairman Bill Thomas (D-Calif) , have 
endorsed AHCPR activity in the past, which may mitigate the proposed funding 
cutback, one House aide noted. 

AHCPR was established by Congress in 1989 as an agency of the Public 
Health Service with bipartisan support, replacing the National Center for 



Health Services Research and Health Care Technology Assessment. The agency 
currently has 264 employees. 
GOP 'Misinterpreted' Agency Role 

GOP proposals to ax the agency also are at odds with Clinton 
administration proposals to expand it. President Clinton's fiscal 1996 budget 
request proposed increasing funding to $194 million, an increase of $31 
million, or 19 percent, over fiscal 1995. 

Republicans on the House and Senate Budget committees argue that AHCPR 
should be cut because it was to be the primary administrator of comprehensive 
health reform, according to markup documents explaining the proposed cuts. The 
documents also say many of the agency's functions are duplicated within the 
federal government or are more appropriately performed by the private sector. 

Defending the agency, HHS Assistant Secretary Phil Lee said AHCPR ''has a 
crucial role in outcomes and effectiveness research'' and said its expertise 
in developing a methodology for premium risk adjustment ''doesn't exist 
anywhere else in government.'' GOP critics ''clearly misinterpreted the role 
of the agency'' with respect to health reform, Lee told reporters May 17. 

According to administration budget documents, about half of the agency's 
current $163 million budget is devoted to its Medical Treatment Effectiveness 
Program, which includes funding for development of clinical practice 
guidelines. About 15 guidelines have been produced so far on topics ranging 
from bed sores to low back pain at a cost of up to $1 million each. 

While critics of the agency say practice guidelines are better developed 
in the private sector by medical specialty societies, supporters argue AHCPR 
is better situated to produce objective, scientifically based guidelines with 
input from a broad spectrum of providers. 

''There's no question that doing [guidelines] through AHCPR makes all the 
difference in the world regarding credibility,'' said an aide to Sen. Paul 
Wellstone {D-Minn). For example, AHCPR's guideline on low back pain states 
that many patients are helped by chiropractors--a finding not popular with 
orthopedic surgeons but that has nevertheless has increased credibility in the 
medical community, the aide said. 
Outcomes Research 

Related to its work on practice guidelines, AHCPR devotes significant 
MEDTEP resources to Patient Outcomes Research Teams (PORTS) . These large, 
three- to five-year clinical studies designed to determine what works best in 
clinical treatment of common conditions like cataracts, prostate disease, and 
schizophrenia. Over the past five years, the agency has sponsored about 20 
PORTS at various hospitals and universities. 

The remainder of AHCPR's budget is devoted to research on a wide range of 
issues related to the financing and delivery of health care services. About 
$64 million is earmarked for funding research on health care quality, costs, 
and access. According to the president's budget for fiscal 1996, some of this 
money would be used to fund several extramural grants to study how to adjust 
health insurance premiums more appropriately. The request also would continue 
to support five ''Rural Health Centers' '--operating in Seattle, Minneapolis, 
Chapel Hill, N.C., Denver, and Buffalo--to study rural health policy issues. 

The administration is seeking a big boost in funding for AHCPR's National 
Medical Expenditure Survey (NMES), from $15 million to $36 million. The data 
gathered by the survey ''will continue to support the restructuring of health 
care in the private sector and at the federal and state levels,'' according to 
HHS budget documents. According to administration documents, the NMES survey 
is projected to cost a total of $92 million and is scheduled for completion in 
1998. 



Reinventing Government Initiative 
Despite strong support for ACHPR in the budget request, the 

administration more recently has proposed ''privatizing'' some AHCPR functions 
as part of Vice President Al Gore's reinventing government initiative. 

According to a May 11 HHS fact sheet, proposals include transferring 
development of AHCPR guidelines ''to public/private partnerships, with AHCPR 
continuing to fund several centers of excellence and standing panels but 
moving much of the effort to the private sector.'' The administration also is 
considering privatizing AHCPR's technology assessment activities, which the 
administration says could save as much as 50 percent over current costs. 

The actual amount of savings projected by these changes--$18 million 
through fiscal 2000 and a reduction in the workforce by 8 employees--is 
nominal, however, compared to the administration's $194 million fiscal 1996 
budget request. 

--By Scott Falk 
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ilHCPR PROFILE I 

Agency for HeoJrl'I Core Polley and l?eseorcl'I • 2101 East Jefferson Street • l<oclo:ville. MD 20852 

Mission 
To generate and disseminate information that 
improves the delivery of health care. 

Goals 
To work with the private sector and other public 
organizations to: 

• Determine what works best in clinical practice. 
• Help consumers make better infonned choices. 
• Measure and improve the quality of care. 
• Improve the cost-effective use of health care 

resources. 

Agenda 
Patient Outcomes Research - evaluating the 
effectiveness, in cliriical settings. of health care 
interventions. 

Clinical Practice Guidelines - assisting 
practitioners and consumers in making better health 
care decisions. 

Consumer Choice - providing useful infonnation 
on quality and value of health care. 

Quality, Costs, and Access - improving the 
financing and delivery of health care. 

Health Care Delivery - understanding and 
evaluating the health care marketplace. 

Technology Assessments - providing information 
on tbe risks, benefits, aod clinical effectiveness of new 
technologies. 

Data Standards and Health Information 
Systems Development - contributing to the 
simplification of health care administrative systems. 

In the current market-driven health care system, there is a 
critical need to underst:ind che scructure and organization 
of health care and the multiple factors influencing health 
care costs. quality, and the delivery of services. 
Additionally: 

• Consumers need information to improve 
decisionmaking about benefits, practitioners, and 
treatments. 

• Practitioners need information to improve the quality 
of care they provide. 

• Policymakers need information to understand how the 
system is evolving and to make sound decisions about 
the future direction of health care. 

To meet these needs, AHCPR builds and sustains the 
knowledge base through the following major areas of 
research: 

Patient Outcomes Research 
These studies evaluate the effectiveness of treatment 
strategies to show how they affect results important to 
patients-including quality of life and functional sratus. 
Patient outcomes research looks at treatments applied to 
typical patients by typical practitioners in typical 
community settings. Research findings can help to 
reduce unnecessary procedures. Projects include: 

• Patient Outcomes Research Teams (PORTs) are 
large-scale, 3· to 5-year clinical studies designed to 
determine "what works best" in dinic:al treatment for 
common diseases and conditions. PORTs examine 
clinical problems as diverse as cataract, prostate 
disease, and schizophrenia. They have succeeded in 
documenting the current state of knowledge for 
common clinical practices, identifying areas for 
further research, and demonstrating the relative 
benefits of different interventions. 

For example, AHCPR 's PORT on prostate problem9 
found no clear evidence that radical surgery to remove 
the prostate is an effective treatment for localized 
prostate cancer, and found that the procedure results 
in high rates of serious complications. The PORT 

U S. DEPArHMENT OF HEAL TH AND HUMAN SERVICES • Public: Health Sarvlce 

II 
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' " • 
• Publishing free consumer information, such as 

guides developed in coMection with clinical practice 
guidelines. These guides are used, and they work. 
Knox Community Hospital in Mount Vernon, Ohio, 
reported that, thanks to the consumer guide on acute 
pain management, patients are less anxious, recover 
faster, and are bener able to manage their conditions 
following discharge from the hospital. AHCPR also 
publishes other consumer information, including 
Checkup on Health Insurance Choices, ro belp 
consumers select insurance plans, and Questions To 
A.sk Your Doc1or Before You Have Surgery, to help 
consumers decide about surgery and get the best 
results. 

Quality, Costs, and Access 
AHCPR-supported research generates important new 
information on a wide range of issues related to the 
financing and delivery of health care services in the 
Nation's market-driven health care system. The goal of 
this research is to understand trends occurring in the 
health care marketplace (cost-cutting measures, 
consolidations and mergers, and increasing competition 
among providers) and their implications on quality and 
consumer choice. Examples o(key activities include: 

• National Medical Expenditure Survey, which 
analyzes bow Americans use and pay for health care. 
No other national source of information exists for 
estimating the costs and analyzing financing options 
of proposed changes to the health care system. A new 
survey begins this year. 

• HIV Cost and Sen-ices Utilization Study is 
developing information on the services used by 
persons with HIV infection and their costs. Unlike 
other AIDS-related biomedical research and service 
delivery programs, HCSUS will collect data on access 
and barriers to care that can be used to make policy 
decisions regarding the cost and quality of care for 
patients with HIV/AIDS. 

• Quality measures developed by AHCPR will enable 
practitioners and policymakers to assess and 
continually improve the quality of care delivered in 
everyday patient care settings. 

Health Care Delivery 
• Primary care is the most frequent site of he11lth care 

delivery, and the source of most referrals to 
secondary and tertiary care. AHCPR's research in 
this area focuses on the processes of referrals and 
consultations by primary care cliniciani and on 
varintions in referral patterns. Research also 
evaluates strategies that lead to changes in provider 
behavior. 

• Managed care is one focus of resenrch supported by 
AHCPR that provides a grearer understanding of the 
rapid financial and organizational changes occurring 
in the U.S. health care system. Understanding these 
changes and informing policymakers of their effects 
on the :iccess, costs, and quality of health cnre is an 
imponant goal of AHCPR. 

For example, data from an AHCPR study show that 
doctors in managed care plans spend more time with 
patients than do fee-for-service doctors, and their 
patients receive more preventive ccire, ask more 
questions, and are more involved in treatment 
planning. AHCPR.backed researchers also have 
found that these plans deliver care at lower costs. 

• Rural health care demonstrations supported by 
AHCPR develop innovative ways to deliver health 
care services in these areas. Many health care 
innovations such as managed care are available in 
metropolitan areas, but are frequently unavailable to 
rural populations. Five specialized rural health 
centers will lay the groundwork for planning future 
Statewide or regional managed care systems, which 
would make primary care more available to rural 
residents. 

Technology Assessments 
These studies evaluate the risks, benefits, and clinical 
effectiveness of new medical technologies. and often 
fonn the basis for coverage decisions by federally 
funded medical programs. Technology assessments 
also yield information that helps managed care plans 
and other purchasers make more rational decisions . 
about which new, highly technical equipment to 
purchase and which newly introduced or commonly 
performed tests and procedures to cover. 

Examples of technology assessment topics include liver 
transplantation, cardiac rehabilitation programs, 
diagnosis and treatment of impotence, and carotid 
endarterectomy. 

Data Standards and Health 
Information Systems Development 
AH CPR is leading efforts to help overcome one of the 
largest barriers to evaluating the health care system: 
the lack of standards for uniform methods of 
developing, collecting, and exchanging data. AHCPR 
also suppons activities to develop computerized 
medical records. These efforts will contribute to the 
administrative simplification goals truu many experts 
believe are critical to improving the efficiency of the 
health care system. 
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also documenred the high and rapidly increasing use 
of this surgery, particularly in men older than 70, for 
whom the bianefits are most questionable. 

• Research Centers on Minority Populations 
investigat~ which clinical strategies work best for 
conditions prevalent among African Americans, 
Latinos, Asian and Pacific Islanders, Native 
Americans. :ind Alaskan Natives. Examples of the 
conditions under study are high blood pressure, 
kidney disease, tuberculosis, low birrhweight, 
substance abuse. :ind certain cancers. 

• Pharmaceutical Outcomes Projecrs study the 
effects of prescription drugs on patient outcomes. 
Among the 14 research grants supported to date are 
studies examining phannaceutical c:are for pediatric 
asthma, antidepressant drug use in the elderly, and 
the role of the patient in anhritis treatment. 

Clinical Practice Guidelines 
AHCPR facilitates the development of guidelines by 
convening multidisciplinary panels of private·sector 
experts. The guidelines-wltich are based on 
comprehensive reviews of the scientific literature, 
including PORT findings-help health care practitioners 
and consumers determine the best ways to prevent and 
treat diseases and other health conditions. 

AHCPR has disseminated more than l S milli'?n 
guideline documents to hospitals, managed care plans, 
consumers, and others. Through partnerships with 
private-sector firms, AH CPR has arranged for the 
reprinting of almost l 0 million additional copies-a 
value of $9. 7 million in printing and distribution 
costs footed by the private sector. In collaboration 
with the National Library of Medicine, AHCPR offers 
full-text retrieval of guidelines through the MEDLARS 
database. 

Examples of other released guideline topics 
include: 

• Unstable Angina • Acute Pain 

• Heart Failure • Cancer Pain 

• Urinary lncontimmce • Depression 

• HIV lnfecrion • Cataract 

With widespread use, it is anticipated that clinical 
practice guidelines will improve the overall quality of 
he:ilth care and lead co lower health care costs. For 
example: 

• Findings from an AHCPR-supported t>anel showed 
that 90 percent of acute low back problems-a 
condition estimated to cost $50 billion a year 
overall-<iisappear on [heir own within one month, 
obviating the need for costly interventions in most 
cases. 

• AHCPR's guideline on preYenting pressure ulcers 
saved Salt Lake City-based lntennountain Health 
Care nearly a quarter of a million dollars in just six 
months in one of its hospitals. The chain is 
implementing the guideline in its 23 other hospitals. 

Consumer Choice 
Consumers today demand greater quality and value from 
their health care than ever before. AHCPR provides 
solid, reliable, easily understandable infonnation to help 
consumers select health care plans, practitioners, and 
facilities based on quality and value, and to help them 
make better informed choices about their personal health 
care needs. AHCPR is: 

• Developing "report cards" that will provide 
comparative information on health plans' abilities to 
provide high-quality, accessible services that satisfy 
consumers· needs. 

• Designing and testing consumer surveys that 
measure consumer perceptions of health care plans 
and services. The surveys ultimately will be used by 
the health care industry, managed care, and others to 
assist c:onsumers as they select health plans. 

Guidelines under development include: 

• Post-Stroke Rehabilitation 

• Cardiac Rehabilitation 

• Screening for Alzheimer's Disease 

• Smoking Cessarlon 

• Chronic Pain: Headache 
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What Others Say About 
AH CPR 

·• ... some of the money that the 
federal governmenc spends does 
indeed help Americans in ways that 
the private market, however 
admirable, cannot. The case of the 
guidelines on lower back pain is an 
example to keep in mind." 

Washington Post edirorial 
December J 2, J 994 

"The AHCPR is responsible for 
producing and relaying scientific 
and policy·relevant information 
about the quality, medical 
effectiveness, and cost of health 
care .... This is a very valuable 

Facts About AHCPR 

Established 

resource for public policy makers, 
Members of Congress. the Executive 
Branch .... " 

John Liu 
The Heritage F oundatio11 

And about our guidelines: 
"By moving from traditional pain 
management, we ·re seeing a shift 
from [rypically) 8 to I 0 day stays in 
the hospital to 3 day stays .... " 

Dr. A.nthony Nyerges 
UCLA Medical Center 
(Implemented A.HCPR g&.tide/ine 
on acute pain management) 

"We've seen less than half the 
number of hospital ·acquired 

Employees 

pressure ulcers than we had 
previously." 

Pamela Schopp, R.N. 
South S11b11rban Hospital, Hazel 
Crest, Illinois 
(Implemented AHCPR guideline 
on preventing presswre ulcers) 

And about our consumer 
information: 

" ... The best material on the subject 
- most comprehensive and least 
technical...." 

Ann Landers-on the depr1:ssion 
guideline consumer guide 
(Column generated over 100, 000 
requests) 

December 1989; replaced the National Center for 
Health Services Research and Health Care Teclmology 
Assessment.· 

AHCPR has 264 employees, including experts in health 
policy, medicine, nursing, economics, epidemiology, 
sociology, and statistics. 

Budget 
$162,637,000 for FY 1995. 

For more information, contact: 

Rohen Griffin, Peter Garrett, or Kevin Murray 
Agency for Health Care Policy and Research 
2 l 0 l East Jefferson Street 
Rockville, MD 20852 
Telephone: (301) 594-1364 
Fax: (30 l) 594-2283 
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AHCPR MAXING A DIFFERENCE: COST SAVINGS 

The Nation now spends over Sl trillion annually on health 
care, including $400 billion by Medicare and other Federal health 
programs. Government, business, other large payers, as well as 
the average consumer, are looking for ways to rein in health care 
costs. 

The Agency for Health Care Policy and Research (AHCPR) is 
part of the solution to reducing health care costs. AHCPR 
contributes to reducing health care expenditures by identifyinq 
ineffective, suboptimal, unproven, and unnecessary medical 
treatments and technoloqies, and by demonstrating more efficient 
and cost-effective means of ~eliverin9 health care. AHCPR 
research, technology assessments and clinical practice guidelines 
convey accurate, scientifically based information which, if 
widely applied, can help red11ce health care costs and, at the 
same time, improve the quality of health care. 

AHCPR clinical practice guidelines and patient outcomes 
research teams address 10 of the 15 most costly diaqnoses for 
which Medicare patients are hospitalized as well as other costly 
health problems for the non-elderly population, such as low back 
pain. 

What are some of the things we have learned from AHCPR's 
investments in outcomes research, guidelines and technology 
assessments? 

o There are wide variations in clinical practice. 
o Many clinical interventions are unproven. 
o Overuse, underuse, and misuse of some services and 

treatments is cornmon. 
o Better quality h~alth care often costs less. 

ABCPR Clinical Practice Guidelines 

AHCPR-supported clinical practice guidelines emphasize 
eliminating the use of unproven, ineffective or unnecessary 
medical tests and therapies and encouraqe the use of those that 
have been shown to be effective and appropriate. Wide adoption 
of AHCPR's guidelines, as a whole, will help reduce costs and 
improve quality of care. 

Following AHCPR guideline recommendations leads to lower 
costs through: 

o Early detection of disease. 
o Shortened hospital stays. 
o Fewer hospital re-admissions. 
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o Increased use of outpatient care vs. 
hospitalization. 

N0.338 P007/015 

o Faster return to work (increased productivity). 
o Prevention of medical complications. 

Ha~ional Projections 

cost impact projections have been conducted to date for 
three of the 16 guidelines released by AHCPR--acute low back 
problems in adults, otitis media with effusion in young children, 
and treatment of pressure ulcers. Systematic adoption of these 
three AHCPR guidelines alone could &ave more than $6.9 billion a 
year. Even 10 percent adoption results in annual cost savings 
exceeding the Agency's budget. 

OR 

o Low back pain: AHCPR's guideline could save $5 billion 
annually and reduce direct medical costs for acute low 
back pain by 25 percent--from the current estimated $20 
billion a year to $15 billion annually. Avoidance of 
unproven and/or unnecessary diagnostic tests and 
therapies would produce the savings. 

o Use of AHCPR's acute low back problem guideline can 
reduce health care costs for a typical 3-month episode 
of back pain by 35 percent, compared with current 
medical practice. Currently, acute low back pain costs 
an estimated $20 billion annually in medical care. 

o Acute otitis media with effusion (a common ear problem 
in young children): The AHCPR guideline on this 
problem could save an estimated $850 million a year by 
reducing the use of antibiotics and the use of 
unnecessary ear surgery. 

o Pressure ulcer (bed sores; treatment: Savings from the 
use of this AHCPR guideline could total $40 million by 
improving the effectiveness of care and reducin9 the 
need for surgery. 

Local use 

Evidence is growing of how AHCPR guidelines are helping 
hospitals, nursing homes, home health aqencies, and other local 
users to reduce their costs. 

For example: 

o Intermountain Health Care, a Salt Lake City-based 
health care system, saved $240,000 in 6 months by using 
AHCPR's pressure ulcer prevention guideline in one of 
its hospitals. Intermountain is now implementing the 
guideline in its 23 other hospitals. 
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o Abbott-Northwestern Healthcare System in Minneapolis 
estimated it would save $288,000 annually by using 
AHCPR's pressure ulcer prevention guideline; it is now 
using the· guideline throughout its system of medical 
facilities. 

o Sin9inq River Hospital in Pascagoula, Mississippi, has 
reduced the average length of stay for surgical 
patients by l day since 1993. The hospital says AHCPR's 
acute pain management guideline contributed to the 
decrease. 

o The Ralston-Penn Center in Philadelphia has reduced 
initial patient testing for urinary incontinence and 
cut costs since adoptinq recommendations from AHCPR's 
guideline on this condition. 

o Applying techniques from AHCPR's pressure ulcer 
prevention guideline has helped Arizona's Tucson 
Medical Center reduce surgical patients' length of stay 
and costs. 

AHCPR Health Technology Assessments 

AHCPR evaluates the safety, effectiveness, cost-effectiveness, 
and appropriate uses of medical devices, p~ocedures and other 
technologies beinq considered for coverage by Medicare. AHCPR's 
recommendations influence Medicare coverage decisions, and are 
used by many private health insurers as well. Recommendations 
against the use of a particular technology, or for limiting its 
use, help payers avoid needless expenditures. 

Although AHCPR has not conducted a formal analysis of the cost­
saving potential of its overall health technology assessment 
program, the National Academy of Sciences' Institute of Medicine 
estimated the program saves Medicare at least $200 million a 
year--200 times the budget for the Office of Health Technology 
Assessment, and $27 million more than AHCPR's entire budget in FY 
1995. 

Examples of Cost-Savinq AHCPR Technoloqy Assessments: 

o By finding that cardiac rehabilitation is appropriate 
only for specific conditions, AHCPR saved Medicare as 
much as $12.4 million annually. 

o Finding that intermittent positive pressure breathing 
was not useful saved Medicare Sl.S million in annual 
expenditures. 

o AHCPR found no evidence that diagnosis or treatment of 
insomnia is improved by polysomnography. Denial of 
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coveraqe for this technology for qualified members of 
the uniformed services and their dependents saved the 
federal qovernment as much as $1.6 billion the first 
year. Continuing savings, as a result of this 
technoloqy assessment, may total up to $100 million 
annually in avoided costs. 

o AHCPR found that the most expensive lymphedema pumps 
are not superior to the least expensive devices. This 
finding could save Medicare between $12 million and $14 
million annually. 

AHCPR Research 

Medical effectiveness and other health services research 
sponsored by AHCPR provides valuable insights into ho1 to improve 
the efficiency of health care delivery and reduce health care 
costs. 

For example: 

o Use of transurethral resection of the prostate--an 
operation for benign prostatic hyperplasia (BPH)--has 
fallen nearly 33 percent in recent years, influenced in 
part by AHCPR research on prostatic diseases and 
AHCPR's quideline on BPH. This drop in volume saves 
Medicare an estimated $104 million annually. 

o AHCPR research on low back pain has produced findings 
that have the potential of reducing health care 
expenditures. These include findinqs that: 

Back surqeries could fall by 250,000 a year--or 80 
percent--and produce a savings of $1 billion to $2 
billion annually, at a minimum, as a result of 
changes that are implied by AHCPR's findings. For 
example: many decisions to operate are influenced 
by the physician's practice style, not objective 
criteria; and long-term outcomes for many back 
surgery patients appear to be the same whether or 
not they have back surgery. 

Elimination of thermo9raphy for diagnosis of 
herniated discs would save at least $10 million 
annually. AHCPR research found insufficient 
scientific evidence to justify using the test for 
this condition. 

Elimination of unnecessary applications of lumbar 
imaging could reduce its use by 25 percent and 
save nearly $1 billion annually. This could be 
achieved by application of a cost-effective 
diaqnostic strategy for primary care physicians 
developed by AHCPR researchers. 
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AHCPR research found screening methods employers 
currently use to predict which employees will have 
low back problems to be of questionable value. 
They indicated that if the costs of these tests 
were redirected to more effective preventive 
activities on the job, the savings could exceed 
$10 million annually. 

o Cataract surgery has declined 7 percent over the last 3 
years, due in part to findings from AHCPR research on 
cataract management and AHCPR's cataract quideline. 
This represents an annual savings of $210 million for 
Medicare and $40 million for other payers, or $250 
million overall per year. 

o AHCPR research estimates that Medicare could save at 
least $472 million a year if all non-insulin-dependent 
diabetics were screened and treated for eye diseases. 
Even if only 60 percent were screened and treated, 
Medicare would realize a net annual savinqs of nearly 
$250 million. 

o AHCPR research shows that 60 percent of patients who 
develop pneumonia outside the hospital can be safely 
managed in ambulatory care settings and, thereby, save 
the expense of hospitalization. 

o An Indiana Hospital participating in an AHCPR-funded 
study saved $887 per admission by having its physicians 
order druqs, diaqnostic tests, and nursinq care, 
through personal computers conveniently located 
throughout the hospital. Although this was an 
experiment, adoption of the system could have saved the 
hospital $3 million per year. 

o A large primary care practice, also the site of an 
AHCPR-funded study, could have saved $250,000 annuully 
by having physicians order tests through use of an 
experimental computer system that instantly provides 
cost and other information. Study results showed that 
physicians ordered 14 percent fewer tests per patient 
during the experiment. 

Other siqnificant AHCPR research findings: 

o Cervical cancer screening at 4-year intervals is cost 
effective. 

o Patients enrolled in HMOs use 10-40\ fewer hospital 
days than fee for service patients. 

o Prenatal care for pregnant women with diabetes saves 
52,425 per patient. 

o Prenatal smoking cessation programs saved $3 in averted 
medical costs for every $1 spent. 
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o Providing appropriate home care to patients with poor 
cognitive function reduces costs by 20\. 

o Medicaid druq caps can backfire by increasing emergency 
room and inpatient costs. 

o Poor and uninsured patients are hospitalized more often 
than insured;patients for some costly conditions 

:' 

Building Partnerships in the Public and Private Sectors 

AHCPR's close workinq relationships with the medical and 
nursing communities, the business community, the managed care 
community, consumer orqanizations, and State and Federal agencies 
have translated into real savings to taxpayers. As an example, 
the Agency has leveraged private sector support to reprint over 9 
million copies of its clinical practice guideline products, with 
a market value of $10 million in printing and distribution costs. 
This supplements the 18 million copies of guidelines published by 
AHCPR, for a total of 27 million printed documents. 

These efforts have brought AHCPR's work respect and 
credibility. The American Medical Association is one of the 
strongest proponents of AHCPR's guidelines program and has been 
an active participant in the press conferences announcing 
guidelines. State and~local governments have praised the Agency 
for brinqinq research f indinqs and policy-relevant information to 
officials who have to manage health programs at the State and 
community levels. Consumer organizations have commended AHCPR 
for producing understandable information to help consumers make 
better choices in the health care they receive . 

••• 
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SUMMARY OF COST SAVINGS ATTRIBUTABLE TO AHCPR ACTIVITIES 
(ESTIMATE) 

Condition 

Low back quideline 

Reduction in use of unproven 
diagnostic modalities for low 
back pain 

Reduction in back surqeries 

Elimination unnecessary lumbar 
imaging 

Eliminate unnecessary screening 
for back problems 

Reductions in cardiac procedures 

Otitis media guideline 

Screening & treatment of eye 
diseases in diabetics 

Reductions in cataract surgeries 

Technology assessments 

Pressure ulcer prevention 

Reductions in prostate surgeries 

Thermoqraphy for herniated discs 

Reductions in x-rays for injured 
limbs 

Urinary incontinence guideline 

Pressure ulcer treatment 

Use of inexpensive lyrnphedema 
pump 

Annual Savings 

$5 billion 

$1 billion 

$1-2 billion 

$1 billion 

SlO million 

$941 million for Medicare 

$850 million 

$472 million for Medicare 

$200 million for Medicare 

$200 million for Medicare 

$544 million 

$104 million for Medicare 

$10 million 

$79-139 million 

$42 million 

$40 million 

$14 million for Medicare 
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Role and Contributions of the 
Agency for Health Care Policy and Research 

Background 

AHCPR was created on a bipanisan basis by Congress in 1989 with a specific mandate to improve health care 
quality and reduce health care costs by conducting research, developing clinical practice guidelines, and 
disseminating information widely. In the last S years, AHCPR has more than met this mandate. 

AHCPR's Important Role 

• Developing Tools for En1uring Quality of Care in Public and Private Sector Health Care 
Prag rams. 

In a competitive marketplace, buyers always consider cost. But in health c.are the stakes are often too high to 
consider coses a.lone. The challenge is to assure chac purchasers and consumers receive quality care at a reasonable 
price. AHCPR ii the prine;p.I Atl.rJ •P'"Y for J.wloping tlH tools lk6Pndtely neeuJ by the puhl# 117Ul 
pri1111u seaors ro m•t1S11n 11nJ eomp11r1 tpUJ;ry. Without A.HCPR's leadership and support, private 
organit.ations would not have the economic incentives to develop these tools and make them widc:ly available to 
those involved in delivering quality health care. 

• Providing the Public and Private Sectors with Critical Information to Achieve Health Care 
Savings. 

AHCPR is th• prineip.J Atllrlll •1"'9 tlnouJ tu tletermining 111b1tt is 1ffectiw, """ eost-.jftmw. in lmdtb 
ea~. Americans spend nearly $1 trillion annually on health ~; che Federal Government's sh.arc amounts to over 
$350 billion. Wich che rapid change in che health care system through mergers, consolidations, and new delivery 
sysccms, there is a critical need to undentand what worlu best in the organization, financing, and delivery of 
health care services-answers that AHCPR-suppon:ed research can provide. 

While the Agency's outcomes research and clinic.al practice guidelines have focused on improving quality of care, 
these activities arc also saving taxpayers' dollars. Then: are numerow, rul·world examples from health care 
providers of how AHCPR's produca are reducing costs. For example, the Agency's research on cataract surgery and 
lens replaccmenc has conuibuted to an 8·perccnt decline in the me of c:araracc surgeiy paid for by Medicare while 
improving the qualicy and appropriateness of cataraa c:arc in elderly pacicnu. 

• Serving cas a Source of Unbiasecl Information in Today's Market·Driven Health Care 
System. 

Policymakers. practitioners, purc:hasers, insurers, consumers, and patients face daunting and often concrovcrsial 
choicc:s: Which treatment, procedure, or technology is most effective? Which physician or health plan is best? 
Which services should be reimbursed and at what pritt? Given the complexity of health c..·ue, it is extremely 
difficult io sort through the vast amounts of sc:ic:ncific d:iCL in order to judge the validity of competing daim.s. 

In this cnvi ronment, AH CPR plays " "ni9M• 1'0/e tu a 1ourc• of Mnbi.lueJ inform11tion. As a public agency wich 
no regulatory authority and no responsibility for the day•to·day operation of specific: Federal health care programs. 
che Agency serves a.s an "honest broker" among competing public: and private sector intcresu. Because its mission 
is improving the hcahh of all Amcric.;uu, ic conduces and supporu studies on questions of national significam.:c, far 
beyond the c:ipacicy or scope of an individual health plan or a consortium of plans. 
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• ~auilcling Partnerships in the Public one.I Private Sectors. 
Whether it is developing or disseminating clinical practic.c guidelines, q.Wity mcasuzcs, consumer surveys for 
enrollees in managed care systems, or profiling "best practices" in the purdwing or delivery of health care services, 
AHCPR Nlies Mpon pu/Jlie-pri11•~ uetor p11rtner1bips in ftltlry tUp•~t of its UXJrll. AHCPR's dose working 
relationships with che medical and nursing communicics, the bwincss community. die managed care community, 
conswncr organizations, and Seate and Federal agencies have translated into real savings co taxpayers. As an 
example, the Agency has leveraged private sector support co ~print over 8 million copies of its clinical practice 
guideline products, with 3 ma.rkct value of $10 million in prin[ing and distribution costs. 

These efforts have brought AHCPR's work respect and credibility. The Amcric.an Medic.al Association is one of 
the Strongest proponents of AHCPR's guidelines program and has been an active participant in the press 
conferences announcing guidelines. State and loc:al sovemments have praised the Agency for bringing research 
findings and policy-rcleV<1nt informadon to officials who have to manage health programs at che Srarc and 
community levels. Also, consumer organiiacions have commended AHCPR for producing understandable 
information to help consumers make better choices in the health care they receive. 

AHCPR's Contributions 

• Improving the Efficiency of the Health Care Delivery System. 
AH CPR has been a leader in research directed at understanding the growth and tompccitivc dfeccs of health 
maintenance organiz.acions (HMOs) and ocher managed care syst.cms. AHCPR-suppon:ed research found chat 
pocentially large savings could be achieved dirough die we of HMOs and contributed to bipartisan policies to 
promote their use. 

• Improving the Clinical Practice of Meclicine. 

AHCPR has made important contributions assisting clinicians in providing better quality medical care. Its work to 
uncover che most effective mategies for treating and preventing commonly occurring and expensive health 
condi[ions, such :u low bade p:ain, al'Uaa.s, prostate disease, ocitis media, and pressure ulcers, has resulted in 
recommendations chat nor only improve the quality of clinical practice but also lead co significant savings in health 
care expenditures. 

• Reducing Health Core Co1'5. 
According ro the Institute of Medicine, ar least $200 million a ~ar in Medicue expenditu.rcs is saved through 
AHCPR's technology assessment program. Savin~ resulr from assc.umcna that recommend against paying foe 
certain procedures that demonstrate lictle clinic.al utility. · 

• Development of Measurement Systems. 
AHCPR csrablished the buis for che Prospective Payment System, using Diagnosis-Related Groups as an 
approximation of case mix. Through continued mearch, AH CPR developed internationally used systems for 
measuring severiry of illness in intensive: care units, such a.s the Acute Physiology and Chronic Health Evaluation 
(APACHE) instrument. The Agency also supported die development of Activities of Daily Living (AOl..s) as a 
measure of funccionaJ disabilicy used in c:ligibilicy determinations and in nursing home evaluation and 
reimbursement decisions. 

• Supporting Research on the Clinical Uses of Computen. 
AHCPR established the value of computers in clinic.a.I decision-ma.king and initiated the development of software 
diat has become che basis for the National Cancer lnstituce's Physician Data Query (PDQ) system. AHCPR also 
supported rhe development of the Massachusetts General Hospital Utility. Multi-Progrnmming System (MUMPS), 
a medical computer language chac has become a standard for the field. 

Morch 29, 1995 
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Samples of AHCPR's Significant Contributions 
to Improved Health Care 

• Prostate Disease • Benign enlargement of the prostate gland and the urinary dysfunction it causes affects over half of 
all men older than age 60, ond 8 of every 10 men by age 80. 

AHCPR supported research on pto$tote disea$8-Clnd AHCPR's clinical practice guideline-hove contributed to 
a reduction in transurethrol resection of the prostate {TURP) of over one-third. Annual Medicare payments for this 
procedure have dropped by $90 million in just three years. 

• Catarad Surgery · is the most common operation among Medicare beneficiaries, with more thon 1.35 million 
procedures performed annually at o cost of $3.A billion. 

AHCPR's Patient Outcomes Research Teom !PORT) on cataracts, along with a clinical practice guideline on 
cataract management, hove helped reduce the rate of surgery and preoperative resting. The volume of surgery 
hos dropped by 8 percent. Over o three year period, annual Medicare payments for cataract surgery hove 
dropped by $300 millio,,. 

• Managed Care · AHCPR and its predecessor, the Notional Center for Health Services Research, hos been a leader in 
research directed or understanding the growth and the competitive effects of health moinlanonce or9onizations and 
olher managed care systems. Throughout the 1980s, AHCPR provided fi,,ancial supporr to researchers to invesH9ate 
these issues. The Finding that poten~ally large savings could be achieved through the use of health maintenance 
organizations and other managed care organizations has led to bipartisan policies promoting their use. The 5tudies also 
identified problems and offered solution5 in lronsloring these potential savings into lower overall premiums to the 
population. 

• Low Bock Pain · In 1990, the Unired Srates spent more rhon $20 billion for direct medical costs ossocioted with all 
low bock problems. Widespread adoption of AHCPR's recent guideline on the treatment of acute low back pain moy 
not only improve the quality of core and hasten recovery of patients, but could olso reduce direct medical costs by one 
quarter-o savings of over $5 billion per year. The low bock pain PORT a150 hos produced studies that improve quality 
and reduce cost. 

• Pressure Ulcers· lmplementolion of A.HCPR's pressure ulcer prevention guideline in hospitals and nursing homes 
nationwide could save payers several hundred million dollars per year, based on the experience of on lntermountoin 
Heolth Care hospital in Solt Lake City, Utah. lntermountain saw its preuure ulcer rote drop by more than 50% with on 
estimared savings of $4,200 per pressure sore averted. An estimated 150,000 patients per year get pressure ulcers in 
hospitals and 109,000 get them in nursing homes nationwide. 

• Otitis Media · Implementation of AHCPR's guideline on rhe treatment of oriris media with effusion in young children· 
would cut the total cost of care in half. Annual sovings among 2-yeor<>ld children would exceed $700 million. 

• Pneumonia · AHCPR's research on communitr<Jcquired pneumonia focused on the most expensive component of 
pneumonia core, i.e., hospitalizarion, ond developed a measure ta identify patients who ore at low risk of death or 
serious complications if rhey are not hospitalized. Approximately 60 percent of pneumonia patients can be safely 
managed in ambulatory settings and, thereby, save the expense of hospitoli2ation. 

• Technology Assessment -According to the Institute of Medicine, at least $200 million a year in Medicare is saved 
through technology assessments by AHCPR's Office of Heolth Technology Assessment. For example, savings result from 
assessments thot recommended against paying for thermogrophy and polysomnography for evaluation of insomnia. 

OHTA's assessments also improve the quality of care for the Medicare population. Procedures for which clinical 
utility hos been shown for the Medicare program include liver transplantation, cardiac rehobilita~on, and 
laparoscopic cholecystectomy. 

• Cardiac Disease - Coronary artery disease remains the primary cause of death and major illness in the United Stoles. 
AHCPR supports a wide range of research on cordioc problems and treatment of coronory artery disease. Research 
products include software to help physicians quickly identify heart attack porients, evidence that less expensive core is 
as effe,tive as high.tech core, and evidence on rhe effectiveness and cosrs of coronary ongioplosry and coronary artery 
bypass surgery. 
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