
Dear (Member of Congress): 

1\ 
~vof+ 

As you struggle to balance the Federal budget, it is important to never lose sight of the 
critical role the Medicaid program plays in caring for over 35 million of our most vulnerable 
populations. It currently covers one-third of all births, three-fifths of Americans living in 
poverty, and nearly two-thirds of nursing home residents. 

As providers of health care to these populations, we stand united in our support for a 
reformed Medicaid program that controls costs and allows states more flexibility in the design 
and administration of their programs. We are also unified, however, in our strong opposition 
to excessive reductions in funding and radical restructuring of the program that substitutes a 
block grant financing mechanism that would jeopardize people's access to needed care and 
our ability to provide it. 

While savings necessary to help balance the budget are achievable, they need not and should 
not come at the expense of eliminating our longstanding national commitment to a Federally­
enforcedl health care entitlement for all categories of vulnerable Americans covered under the 
Medicaid program. With this in mind, we would adamantly oppose any Medicaid 
restructuring proposal that does not adequately meet the following objectives: 

Preservation of the Medicaid Entitlement. The Federally-enforced 
eligibility entitlement to a set of nationally-defined benefits must be 
maintained. Fifty states defining and enforcing eligibility to a widely-varying 
benefits package would break this nation's 30-year national health care safety­
net commitment. 

Continued Federal Financial Responsibility for Medicaid. The Federal 
government should continue to be a responsive financing partner with the states 
when they suffer through unexpected periods of recession and inflation. A 

~90 block grant would eliminate the responsibility of the Federal Government and, 
in economic downturns, would force states to reduce coverage, slash 
reimbursement and/or raise taxes. In fact, according to the Center for Budget 
and Policy Priorities, even a one percent increase in inflation above current 
Congressional Budget Office projections would place a staggering $65 billion 
unanticipated shortfall squarely on the shoulders of states and local 
governments. 

Continued State Financial Responsibility for Medicaid. The States' long­
standing financial partnership in funding the Medicaid program should also be 
maintained. State matching rate changes that reduce the minimum Medicaid 
contribution by States (as, for example, contemplated by the Republican 
conference agreeement) would take as must as $290 billion out of the health 
care system -- $205 billion from state reductions and $85 billion from Federal 
cuts. Obviously a cut of this magnitude could well force States to deny 
coverage for millions of Americans. This would result in a significant increase 
in uncompensated care to a health care system already overburdened by over 
40 million uninsured Americans. 



A Financial Environment in which Providers Can Continue To Serve 
Medicaid -- and private -- patients. Although we understand the desire for 
additional flexibility for states, we believe that there a number of provisions 
being considered by the Congress and the Administration that may severely 
harm providers. They include the repeal of the Boren amendment, the repeal 
of protections against provider taxes, and the allowance for benefit copayment 
increases. Since many low income people will not be able to afford the 
copayments, such out-of-pocket increases may serve simply as back-door 
provider cuts. Assuring adequate provider payments enables providers to 
continue our commitment to serve all Americans, regardless of their sickness or 
wealth. 

Block grant approaches, which would totally repeal the current Medicaid statute, meet none of 
our minimum objectives. Proposals that limit Federal spending on a per beneficiary basis and 
preserves the Federally-enforced entitlement meet our minimum objectives. What is more, 
they achieves our objectives without undermining the national commitment to a health care 
safety net and without going backwards in providing desperately needed coverage to millions 
of Americans. 

As we stand at the brink of the next millennium, it is all of our responsibility to restore our 
nation's fiscal strength while maintaining our compassion. A viable Medicaid program will 
help us meet that challenge. 
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Lo~i• a. Sri•tow, M.n. 
Am•rican Me~ical Association 
s1~s North State St;-eat. 
Chicaqo, IL 60610 

Dear Pr. Briatow: 

TO 

Thank you for your letter re~arclinq MedieAre rafo:rm, the 
antitrust laws. and physician network•. 

A• you know, I bolieve that physician·directad Detworka 

P.B2 

of fAr th• prospect of cu~tiu9 cost1 and allocatin9 a hi9hor 
percezitaqe of the premi\lm 4ollar to patient car~. uzmecessary 
barrier• to the f 01"1ftat1on of pnyaician uetworka prevent 
PhYlician1 from formin9 networks as competitive altornativ~s to 
ina~r•nce sponaored health in1urance plana. NY Admin11tratioD 
•u·pport• th• rmoval of AAY such wmace11ary barrier a. At the 
11.11\e tim•, we also ~elieve that the antitruat lav1, Whan prOE>ar1y 
applied, are important to presArva CDl!l>e~itive al~•niati~e• a1 
'111811. 

My A&ninistration will continue ~o work to en1ure that 
u.nnecaasa4y barrier• will not prevent phy1ieii.1:1.·1ponsorad 
networks fZ'om fonniilq. I will ~ontinua to q1va theaw i•au.es, &Dd 
your ~iawa. thouqhttul con1ider~LiOA in 8')' review of Me4lcar• 
refo:r.111. 

Sinaerely, 

TOTi!l. P.02 

·:-··--,····---· . --·--···--
---·--·. --- ·-- --·-



THE WHITE HOUSE 

WASHINGTON 

November 27, 1995 

INFORMATION 

MEMORANDUM FOR THE PRESIDENT 

FROM: Carol Rase~ 
SUBJECT: Academic Health Centers and Budget Strategy 

I. SUMMARY 

After reviewing John Young's (Co-Chair of the President's Committee of Advisors on 
Science and Technology) letter and suggestions on how to support academic health 
centers, you asked for an update of where our health/budget policy and strategy stands 
with regard to this issue. Chris Jennings has provided us with the following update: 

By any definition, academic health centers would fare better under your balanced 
budget plan than they would under the Republican's budget. However, despite 
personal appeals by Leon and other senior White House officials, the association that 
represents academic health centers nationally -- the American· Association of Medical 
Colleges (AAMC) -- has refused to be publicly critical of the Republican plan. 

Out of fear that the academic health centers would play the "quality" card, the 
Republicans actively courted their support (or at least non-opposition). Their 
negotiations produced a $13.5 billion Graduate Medical Education (GME) trust fund. 

The source of financing the new Republican GME fund is unclear and certainly may 
not be permanent. Even if one assumes the new account will be fully funded, it 
would not come close to offsetting the deep Republican Medicare and Medicaid cuts 
that will hurt academic health centers. Moreover, it would still leave these institutions 
in much worse shape (at least $4-5 billion over seven years) than they would. find 
themselves under your balanced budget plan. 

Despite acknowledging the above shortcomings, the leadership of the AAMC fears 
alienating the Congressional Republicans. (The AAMC also says they fear their 
silence on the budget front may harm their relationship with the Administration.) 
However, we do not anticipate a change in their "play both sides of the track" strategy 
·-- at least until later in the game. 



II. DISCUSSION 

Not all representatives of academic health centers have remained silent about the 
Republican health care cuts. Those from Boston and New York have been critical, but 
the elite national press rarely picks them up. 

Although some in the AAMC privately concede that their stay quiet strategy may well 
end up costing them big money, they have chosen this course for three reasons. First, 
unlike the Republicans, they do not believe we would ever do anything that is hostile 
to 1their concerns. Second, they successfully bargained for their significant GME trust 
fund. And lastly, they well understand that the Republicans will be drafting the details 
of any final deal and they want to have "friends on the inside" when they do. 

Based on our current academic health care policy, their calculated assumption that we 
would take care of them is not unfounded. In fact, your proposal incorporates every 
recommendation made by Dr. Young. It: 

Establishes a new Commission to develop specific policies that address the 
long-term private and public funding challenges academic health centers face 
in an increasingly cost-conscious and competitive environment; 

Keeps cuts in Graduate Medical Education (GME), Disproportionate Share 
(DSH), and Medicaid to a minimum (about $12 billion less than what the 
Republicans advocate); and 

Proactivcly responds to the academic health centers' number one legislative 
priority -- the establishment of a new GME fund that is financed by a 
reduction in Medicare reimbursement to HMOs. (Most Medicare HMOs are 
not contracting out with academic health centers but arc being reimbursed by 
Medicare as though they are; the new $5-7 billion fund would be used to 
create incentives for HMOs to contract out with academic health centers.) 

The AAMC likes the Republicans' trust fund concept because it opens the door to the 
possibility of non-Medicare generated financial support. However, their first priority 
is the GME fund proposal included in your balanced budget plan. This is because, 
unlike the Republican trust fund, they know they can count on the money being there. 
(Not surprisingly, they would like us to support the retention of the Republican trust 
fund -- no matter how little the money.) 

We will continue to meet with the representatives of the academic health center 
community to seek their support in the upcoming negotiations. They may come on 
board later in the process. 
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EXECUTIVE OFFICE OF THE PRESIDENT 

PRESIDENT'S COMMITTEE OF ADVISORS ON SCIENCE AND TECHNOLOGY 

WASHINGTON. D.C. 20500 

November 8, 1995 
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President William J. Clinton fo : 'j Y-;: ~ 
The White House b') ~ lt ~ u~ ~ 
1600 Pennsylvania Avenue, N.W. t) fl. -~" ~ t:'u. ·~J);J/ Ji. 
Washingron, DC 20500 c-~ ~~ ' ~ 1...t. 
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Dear Mr. President: 
1 4.t ~~ ~ 

The significant accomplishments in erican biomedical research and our innovations 
in medical care are widely respected throughout the country and, indeed, the world. These 
achievements have occurred primarily at our Nation's academic health centers. Since World 
War II, the Federal government has played a vital role in the support of academic health 
centers and has done so on a bipartisan basis. 

Your Administration's 1994 health care reform plan acknowledged the important 
contribution to our quality of life made by academic health centers and provided a 
mechanism to mitigate the loss of significant revenue that these institutions are now 
experiencing. In the absence of comprehensive health care reform, academic health centers 
are beginning to show signs of serious stress. Although they represent only six percent of 
1:he Nation's non-Federal acute care hospitals, these institutions provide more than half of the 
care for the indigent and uninsured populations. The prospect of sharp reductions in 
Medicare, Medicaid, and Disproportionate Share (DSH) expenditures, coupled with the 
erosion of clinical revenues resulting from the emergence of managed care, could have a 
dlevastating impact on the Nation• s capacity to support medical research and education and 
the system that provides medical care to its most vulnerable citizens. 

Academic health centers develop the biomedical knowledge and clinical techniques 
rn:eded for new and improved treatments, train the Nation's physicians and provide unique 
patient care resources. In the long term, biomedical research conducted in these centers 
offers our citizens the best potential to enhance their quality of life and control medical 
e::ii:penditures with cost-effective methods for disease prevention and management. 

Historically, the Federal government has assumed responsibility for a majority of the 
support for furvtamental biomedical research and graduate medical education as a public 

"' investment that contributes broadly to the health of Americans. In 1995, the Federal 
investment in academic health centers for biomedical research and education was about one 
percent of total health care expenditures. Measured by any standard, this very modest rate 
of investment in an area of extraordinarily rapid advancement in knowledge and technology 
has: had a remarkable yield. In addition, the Federal government provides, through the· 
Medicaid and DSH programs, significant support for low-income patient care delivered in 
academic health centers. 
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President William J. Clinton 
November 8, 1995 
Page 2 

Clinical revenues derived from medical practice programs conducted by the faculty of 
·academic health centers have been another very significant source of funds for these · 
programs of research, education and indigent care. Current changes in the health care 
system, including Medicare and Medicaid reform; driven by Federal and State fiscal concerns 
and the emergence of managed care, also threaten to eliminate this critical support for 
biomedical research and medical education. 

We recognize the need to slow the rate of growth in health care costs and endorse 
efforts to address this need. Both public and private elements of the health care system need 
to be carefully examined and restructured to enhance medical efficacy and cost-effectiveness. 
However, it is also essential that in this process, the crucial public benefits that are 
contributed uniquely by academic health centers be recognized, and that their continued 
strength remain an important priority in the ongoing health care debate. 

A panel of your Committee of Advisors on Science and Technology (PCAsn 
examined these issues and reached the following conclusions: 

• Sharing the Responsibility - The education of competent physicians and scientists, 
and. the production of new biomedical knowledge and technologies, represent vital public 
necessities. To date, only the Federal government has supported these functions explicitly 
through the Graduate Medical Education (GME) mechanisms of the Medicare program. 
With a few notable exceptions, other payers do not contribute to this support. We affirm the 
principle that responsibility for supporting the missions of academic health centers and their 
contributions to the well-being of society should be broadly shared by all who benefit. 

• Care for the Indigent and Uninsured - Historically, academic health centers have 
provided care for a disproportionate share of the indigent and uninsured populations and have 
received a Medicare payment adjustment for this service. It is likely that this responsibility 
can only increase in the developing private and public medical care marketplaces. With the 
trend toward managed care, others are even less likely to provide this service because of its 

. resource-intensive narure. 

• Current Debate -- A satisfactory disposition of these critically important and complex 
issues is unlikely to emerge from the heat of the current public debate, with its intense and 
narrow focus on budgetary concerns. 



President William J. Clinton 
November 8, 1995 
Page 3 

To support and sustain the Nation's academic health centers in the immediate future 
and over the longer term, PCAST therefore respectfully suggests that you consider the 
following recommendations: 

• Expert Commission - We recommend that an expert commission, credible to the . 
President, the Congress and the public, be established to develop and recommend specific 
policies to address the preservation of the research and educational capacity of the Nation1s 

· academic health centers, and the supply, composition and support of the future health care 
work force. The commission should carefully consider the implementation of an equitable 
mechanism to achieve these objectives. The commission should also determine the most 
effective way to allocate training funds in furthering the goals of a rational workforce policy 
to ensure that the numbers and competencies of health care professionals are responsive to 
the Nation's needs. We believe that such an approach can best ensure the future vitality of 
our biomedical research enterprise and the highest quality of our Nation's medical care. 

'°!'·· --, 

• Graduate Medical Education (GME) - In the interim, in revising the Medicare 
program, the Administration should continue to resist disproportionate decreases in the GME 
accounts. Further, the funds for GME that are currently melded into the premiums paid to 
all Medicare managed care providers (the Average Adjusted Per Capita Cost formula) should 
be redirected to accomplish their intended objectives. This may entail developing a.process 
that provides these payments directly to caregivers and institutions that are involved in :_ 
graduate medical education. 

• Disproportionate Share - If academic health centers are to continue their role of 
disproportionately caring for the indigent and uninsured populations, then appropriate 
resources must be provided. This will almost certainly remain a responsibility of the 
government. 

PCAST believes that the academic health centers are a national resource that, together 
with our research universities, must be sustained for the good of the Nation. We hope that 
you will find these recommendations helpful. 

Sincerely, 

~~Y-v/r~~'P'J 

PreSident' s Committee of Advisors 
on Science and Technology 



\N ln Ct t-· ~ tip p ( () td 

\'J \ t\ri 15 1 



091•06/95 19: 27 

T"J1e VVhite House 

DOMESTIC POLICY 

FACSIMILE TRANSMISSION COVER SHEET 

TO: . ~ Jfl& 
FAX NUMBER: _./O~~t/~ 
TELEPHONE NUMBER: 

FROM: cJiUv 9-
TELEP HONE NUMBER: 

-----·----

---··---PAGFS (INCLUDING COVER): £__ .---­
COL~MENTS: 7n_~ M.aJ24" /f.SPE I/~~~--

~001 



;.-:·.· 

09/06/95 19:27 'Zt 
o91os195 is:oe ttzoz sgo ss18 

~002 

~0011004 

; . 

PHO~E: (202)690-8794 FAX: (202)690-6511 

Date: ------
From: c/Qr.1' N C 

Division: --------------
City & St;1re: _______ _ 

Office Number: --------
Fa:i-: Num1Je1·: ------------

To:_...;;G_"';..i.CU-...,,J _____ • __ _ 

Division: --------·-----
City & State: _______ _ 

Office Number.. __ , ___ __.._ 

Fnx Number: --------
~umber uf' Pages + CO\'er __ _ 

A 



09/.06/95 19:27 tr 
09105195 1s:10 ttzoz sso 6518 

~003 

~002100' 

DRAFT EDITORIAL DRAFT 
When one of our family members is ill, what do we want for them? The answer is 

simple: the best medical care possible, provided by highly trained professional:;, and backed ·up 

by state-of-the-art research. And who educates those professionals. conducts that research, and 

provides care and service in communities like _? It is academic health centers and teaching 

hospitals [like __ _.]. But today, the unique mission of these institutions is at risk. Propo.~ 

Congressional cuts in Medicare and Medicaid, coupled with changes in the private market, 

thre.aten the funding that academic health centers need to continue to serve as a cornerstone of 

our nation's health care system. 

The Congressional Budget Proposal 

Let's.look first at the federal budget. The Congress proposes reductions 1lf $452 billion 

in Medicare and Medicaid over the next seven years -- $270 billion in Medicare, and $182 billion 

in Medicaid. Those are staggering numbers - four times larger than anything ev·~r enacted. But 

to understand their true impact, it is useful to look at what those cuts will mean for the growth in 

spending per person in each of these programs. Private health insurance spendinit per person "Will 

increase by about 7 .1 percent annually over the next seven years, according to the Congressional 

·Budget Office (CBO). The Congressional Medicare cuts would bring Medicare spending per 

beneficiary down to a groVJth rate of about 4.9 percent annually •• or 30 percent b;,low the 

private sector growth rate for each of the next seven years. The Congressional M1~dicaid cuts are 

even worse -- bringing the Medicaid growth rate down to about 1.4 percent annuaUy ·- or 80 

percent below the private sector growth rate. 

1 
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[)RAFT 
The result? The purchasing power of these two essential health program.s will lag 

significantly behlnd the private market each year for the ne~"t seven years. The beneficiaries and 

their families will pay more and, most likely, get les.s. Specifically, each benetii:iary will pay 

about $2,825 more ($5,650 per couple) over the next seven years, assuming that SO percent of the 

Medicare cut comes from beneficiaries [Replace with state-specific data for are2L in which · 

provider is located. And, the federal Medicaid cut would force states ro cut sel'\'ices, reduce 

provider payments, and eliminate coverage for about 8.8 million children, elderly, and disabled 

Americans by the year 2002. [Replace with state-specific data for provider location] 

Impact on academi~ health centers 

What does all this mean for academic health centers and teaching hospitals like ? 

We will continue to take a leadership role in research and the education of professionals. [Insert 

local example of some innovations?] We are also striving to remain competitive as the health 

system changes and becomes more cost-conscious. [Insert example of cost cutting] 

But the fact remains that it costs more for us to provide care because our education and 

research mission adds to our patient care costs. Medicare has historically been the most 

responsible payer of medical education, explicitly acknowledging its value and paying for its 

support. In addition,, we provide a substantial amount of indigent care for individuals who do not 

have health insurcmce. [Insert local indigent care$ or#]. Medicaid has served as a payor for poor 

and. sick populations who would otherwise strain hospitals' ability to both provide quality health 

care and education. While private payers have borne some of these costs, in the increasingly 

competitive private health market they are seeking the lowest cost services for their emollees are 

not likely to pay the extra costs of facilities that also provide education and resenrch. 

2 
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This support of Medicare and Medicaid for the unique mission academic health centers 
~«..{"~tr~~/ Ir. 

will be dramatically reduced by the Medicare and Medicaid cuts proposed by Congress. The 

magnitude of the cuts alone means that academic health centers will face the same _pressures but 

with less funding. But it is not just the size of the cuts: it i_s the specifics. In draft Medicare 

plans produced by the Congressional majority, payments for indirect medical education and 

graduate medical education would be reduced along with disproportionate share payments and 

high-cost medical staff payments, which go largely to academic health centers. Th.is means that 

academic health centers won't be able to train, won't be able to conduct research that leads to 

break-th.roughs, ~ won't be able to absorb the costs of providing care· to the rising number of 

uninsw-ed Americans. 

Will the results be dramatic •• immediate shutdo'WllS, or quick. visible declines in the 

quality of care? Probably not: slow. steady disinvestment in education and research are never 

very visible at first. But they have lagged effects that may be even more debilitating in the long 

run·· because today's education and research directly affects tomonow's care. When your 

family -- and your children's families -- need health care ten, twenty, or thirty years from now, 

do you want the health professionals then in practice to be the product of excellence in e:ducation 

-- or of a slowly defunded education and research system? 

[provider] is committed to maintaining and enhancing the quality of our educatio:n. 

research, and service. That is our core mission •• and reflects the needs and aspirations o.f our 

conununity and OW' patients. Deep budgetary reductions that prevent us from meeting your 

needs-· now and in the future -- must be opposed. 

3 
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EXECUTIVE OFFICE OF THE PRESIDENT 

PRESIDENTS COMMITTEE OF ADVISORS ON SCIENCE AND TECHNOLOGY 

WASHINGTON. D.C. 20500 

President William J. Clinton 
The White House 
1600 Pennsylvania Avenue, N.W. 
Washington, DC 20500 

Dear Mr. President: 

November 8, 1995 

The significant accomplishments in American biomedical research and our innovations 
in medical care are widely respected throughout the country and, indeed, the world. These 
achievements have occurred primarily at our Nation's academic health centers. Since World 
War II, the Federal government has played a vital role in the support of academic health 
centers and has done so on a bipartisan basis. 

Your Ad.ministration's 1994 health care reform plan acknowledged the important 
conrribution to our quality of life made by academic health centers and provided a 
mechanism to mitigate the loss of significant revenue that these institutions are now 
experiencing. In the absence of comprehensive health care reform, academic health centers 
are beginning to show signs of serious stress. Although they represent only six percent of 
the Nation's non-Federal acute care hospitals, these institutions provide more than half of the 
care for the indigent and uninsured populations. The prospect of sharp reductions in 
Medicare, Medicaid, and Disproportionate Share (DSH) expenditures, coupled with the 
erosion of clinical revenues resulting from the emergence of managed care, could have a ~ 
devastating impact on the Nation's capacity to support medical research and education and 
the system that provides medical care to its most vulnerable citizens. 

Academic health centers develop the biomedical knowledge and clinical techniques 
needed for new and improved treatments, train the Nation's physicians and provide unique 
patient care resources. In the long term, biomedical research conducted in these centers 
offers our citizens the best potential to enhance their quality of life and control medical 
expenditures with cost-effective methods for disease prevention and management. 

Historically, the Federal government has assumed responsibility for a majority of the. 
support for fundamental biomedical research and· graduate medical education as a public . 
investment that contributes broadly to the health of Americans. In 1995, the Federal 
investment in academic health centers for biomedical research and education was about one 
percent of total health care expenditures. Measured by any standard, this very modest rate. 
of investment in an area of extraordinarily rapid advancement in knowledge and technology_ 
has had a remarkable yield. In addition, the Federal government provides, through the­
Medicaid and DSH programs, significant support for low-income patient care delivered in 
academic health centers. 



President William J. Clinton 
November 8, 1995 
Page 2 

Clinical revenues derived from medical practice programs conducted by the faculty of 
academic health centers have been another very significant source of funds for these 
programs of research, education and indigent care. Current changes in the health care 
system, including Medicare and Medicaid reform, driven by Federal and State fiscal concerns 
and the emergence of managed care, also threaten to eliminate this critical support for 
biomedical research and medical education. 

We recognize the need to slow the rate of growth in health care costs and endorse 
efforts to address this need. Both public and private elements of the health care system need 
to be carefully examined and restructured to enhance medical efficacy and cost-effectiveness. 
However, it is also essential that in this process, the crucial public benefits that are 
contributed uniquely by academic health centers be recognized, and that their continued 
strength remain an imponant priority in the ongoing health care debate. 

A panel of your Committee of Advisors on Science and Technology (PCAST) 
examined these issues and reached the following conclusions: 

• Sharing the Responsibility - The education of competent physicians and scientists, 
and the production of new biomedical knowledge and technologies, represent vital public 
necessities. To date, only the Federal government has supported these functions explicitly 
through the Graduate Medical Education (GME) mechanisms of the Medicare program. 
With a few notable exceptions, other payers do not contribute to this support. We affirm the: 
principle that responsibility for supporting the missions of academic health centers and their 
contributions to the well-being of society should be broadly shared by all who benefit. 

• Cill'e for the Indigent and Uninsured - Historically, academic health centers have 
provided care for a disproportionate share of the indigent and uninsured populations and have 
received a Medicare payment adjustment for this service. It is likely that this responsibility 
can only increase in the developing private and public medical care marketplaces. With the 
trend toward managed care, others are even less likely to provide this service because of its 
resourct~-intensive nature. 

• Current Debate -- A satisfactory disposition of these critically important and complex 
issues is unlikely to emerge from the heat of the current public debate, with its intense and 
narrow focus on budgetary concerns. 
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President William J. Clinton 
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To support and sustain the Nation's academic health centers in the immediate future 
and over the longer term, PCAST therefore respectfully suggests that you consider the 
following recommendations: 

• Expert Commission - We recommend that an expert commission, credible to the 
President, the Congress and the public, be established to develop and recommend specific 
policies to address the preservation of the research and educational capacity of the Nation's 
academic health centers, and the supply, composition and support of the future health care 
work force. The commission should carefully consider the implementation of an equitable 
mechanism to achieve these objectives. The commission should also determine the most 
effective way to allocate training funds in furthering the goals of a rational workforce policy 
to ensure that the numbers and competencies of health care professionals are responsive to 
the Nation's needs. We believe that such an approach can best ensure the future vitality of 
our biomedical research enterprise and the highest quality of our Nation's medical care. 

• Graduate Medical Education (GME) - In the interim, in revising the Medicare· 
program, the Administration should continue to resist disproportionate decreases in the GME 
accounts. Further, the funds for GME that are currently melded into the premiums paid to 
all Medicare managed care providers (the Average Adjusted Per Capita Cost formula) should 
be redirected to accomplish their intended objectives. This may entail developing a piocess 
that provides these payments directly to caregivers and institutions that are involved in·~. 
graduate medical education. 

• Disproportionate Share - If academic health centers are to continue their role of 
disproportionately caring for the indigent and uninsured populations, then appropriate 
resources must be provided. This will almost certainly remain a responsibility of the . 
government. 

PCAST believes that the academic health centers are a national resource that. together 
with our research universities, must be sustained for the good of the Nation. We hope that 
you will find these recommendations helpful. . 

Sincerely, 
----- 1: /?:--:' 
JohnA. Youn ~ 

Co-Chair . ti 
President's Committee of Advisors 

on Science and Technology 



TALKING POINTS FOR VISIT TO MEDICAL CENTER OF DELAWARE 

• As I toured the medical center and talked with the staff, I was reminded that we have 
the greatest health care system in the world -- the most talented and dedicated health 
care professionals, and the finest institutions. 

• Above all else, we must evaluate any changes to our health care system by how they 
affect quality. In the President's eyes, there is nothing more important, and he will 
not accept any proposal from the Congress that threatens the quality of care that 
Americans have come to expect. 

• The Republicans are proposing to cut an unprecedented $270 billion from the 
Medicare program and a devastating $182 billion from the Medicaid program. These 
cuts are four times as large as anything ever enacted. And not one penny of these 
savings is reinvested into the health care system. 

• There is simply no way to take $450 billion out of our health care system without 
threatening quality. Let's look at the impact of these cuts. 

Medicare 

• Everyone has heard about the scope and size of the Republican Medicare cuts. What 
you might not know is this: Republicans claim they wish to emulate the private 
sector. The reality is that their proposals don't match the private sector growth per 
person rate of 7.1 percent -- they limit it to an unrealistic 4.9%. 

• At a time when the private sector managed care industry is squeezing hospitals and 
other. health care facilities, these cuts will be even more devastating. I know that this 
has been of particular concern here in Wilmington. [Laura:. This is referencing the 
articles we enclosed in your briefing book.] 

• As an academic medical center, you face higher costs because your mission is research 
and education as well as patient care. Your patients tend to be sicker, and you make 
an even greater investment in technology than most other hospitals. I also know that 
you serve a large number of indigent patients, which for your three facilities add an 
additional financial burden of $45 million in uncompensated care. 

• But what do these numbers mean in more understandable terms? Well, right here in 
New Castle County, the $270 billion in Medicare cuts translate into a $561 million 
dollar reduction in Medicare dollars coming into the county, a $152 million reduction 
in 2002 alone. Assuming that 50 percent of these cuts come from beneficiaries, 
people on Medicare in New Castle would pay $3,425 ($6,850 per couple) more over 
seven years. 
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• Republicans say that they need these cuts to save the Medicare Trust Fund. But they 
won't tell you that the Trust Fund has faced an insolvency problem of 7 years or less 
in 9 separate occasions. They won't tell you that the Trust Fund is in better shape 
than when the President came into office, due to his 1993 budget, which every 
Republican opposed. They won't tell you that the President's balanced budget proposal 
would strengthen the Trust Fund through October, 1996 -- 11 years from now. And 
finally, they won't tell you that you don't need $270 billion to strengthen the Trust 
Fund. 

• In fact, many of their cuts have nothing to do with the Trust Fund. The over $100 
billion in Part B beneficiary and provider cuts the Republicans are considering are not 
dedicated to the Part A Trust Fund. Instead they are used to help pay for their 
unnecessary $245 billion tax cut. 

Medicaid 

• And we have not even talked about Medicaid yet. You serve a large and 
disproportionate number of these vulnerable and expensive patients. There is no 
health care provider that I am aware of who has ever suggested that they were 
overcompensated by Medicaid. 

• Republicans claim that Medicaid spending would continue to increase, albeit not as 
fast as it has in the past. What they aren't telling you, however, is that the Federal 
contribution would not keep up with enrollment growth, let alone inflation or changes 
in the cost of health services. 

• As I mentioned before, the Republicans would constrain Medicare to an unrealistically 
low 4.9 percent per person growth rate; the corresponding Medicaid growth rate would 
be an incredible 1.4 percent. 

• In response, States would be forced to reduce provider payments, services and 
coverage. If the cuts were divided evenly, in the year 2002 alone, already low 
payments to providers would be reduced by more than $11 billion across the country. 

• Should the Republicans' $182 billion in Medicaid cuts become law, Delaware alone 
would lose $331 million in Federal Medicaid funding over seven years, and $98 
million in 2002 alone -- a 30% reduction in that year. That is a cut by any 
definition. 
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• But it gets worse. In Delaware, as in all other States, the reduction in Federal 
Medicaid dollars will force the State to drop coverage for the most vulnerable of our 
citizens. 21,000 in this State will lose coverage in the year 2002 alone, according to a 
new Urban Institute study. You know better than anyone what this means for you. It 
means even more uninsured patients creating an even greater uncompensated burden 
for your institution. 

President's Position on Health Care 

• The President's position is clear: He has said that he will be forced to veto any 
legislation that contains this level of Medicare and Medicaid cuts. 

• You simply don't need anywhere near this level of cuts. The President's balanced 
budget clearly shows how this is possible. With approximately one-third the cuts, we 
can eliminate the deficit, improve the financial health of the Medicare program and 
make Medicaid more efficient. But we can do all this while assuring that health care 
providers can continue to give quality care, preserving coverage, and protecting 
Medicare beneficiaries from excessive out-of-pocket increases. 

• I am convinced that the President's budget reflects the values and priorities of the vast 
majority of the American public. The President hopes and expects that these values 
will be reflected in the budget that eventually comes out of the Congress. 

• But this won't happen if the Congressional majority does not get the message -- loud 
and clear -- that their budget and tax cuts go too far, and will hurt too many 
Americans. We need your help to get that message out. We look forward to working 
with you. 
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DRAFT EDITORIAL 

When one of our family members is ill, what do Wt: want for them? The answer is 

simple: the best medical care possible, provided by highly trained professionals, and backed up 

by state-of-the-an: research. And who educates those professionals, condu"1s that research, and 

provides care and service in communities like _____ '? It is academic health centers and 

teaching hospitals [like ___ l. But today, the unique mission of these institutions is at risk. 

Proposed Congressional cuts in Medicare and Medicaid, coupled with changes in the private 
riu-e.< 

market, threaten the funding that academic health centerf ~ to continue to seIVe as a 

cornerstone of our nation's health care system. 

The budget 

Le4 look first at the federal budget. The Congress proposes reductions of $452 billion h1 

o The Congressional Medicare cuts would bring Medicare spending per beneficiary down 
to a gro'Wth rate of about 4.9 percent annually - or 30 percent below the private sector 
growth rate for each of the next seven years. 

o The Congressional Medicaid cuts are even worse..:. bringing the Medicaid growth rate 
down to about 1.4 percent annually -- or 80 percent below the private sector growth rate. 

The result? The purchasing power of these two essential health programs will lag 

significantly behind the private market each year for the next seven years. The beneficiaries and 

their families will pay more and, most likely, get less. Specifically: 

l 
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o / each beneficiary will pay about $2,825 more ($5,650 per couple) over the next seven 
i 

yectl'S, assuming that 50 percent of the Medicare cut comes from beneficiaries; [Replace 
with state-specific data. for area in which provider is located] 

~ ~o"' w~oi.vt 
0 the federal Medical force states to cut services, reduce provider payments, and 

eliminatt: coverage t:stHlt8te8 8.8 riiillion chilcb:cn, elderly, and disabled 
~c year 2002. (Replace with state-specific data for area in which provider 
is located] ~ 1 u.--vi J 

Impact on academic health centers 

What does all this mean for academic health centers and teaching hospitals like ? 

/. AA r11 
~ We arel\!Strivin~ to remain competitive as the health system changes and becomes more cost-"---r ,\I ai. LO., I- I V11-\...C ~ .ftt..lt.t 

~scio-U,~ aati ~-e are takinf a leadership~ou;b research and the education of 

r_i i. A'- professionaltn .. ded for that fttture oyslern. [Insert local, example of some innovations?]] 

~Y c•'f J But the fact remains that it costs more for us to provide care because our education and 

L~""" · research mission adds to our patient care COlits. In addition, we provide a ~-ubstantial amount of 

~~~~.~ indigent care for individuals wh~wri'1f hef~~ert local indigent care$ or#). 

All these costs require funding from private payor:., Medicare, and Medicaid. Medicare has been 

a major source of financing for graduate medical education ·- and in the increasingly competitive 4c.< c.it0$ 

private health market, private payors seeking the lowest cost services for their enrollees are not w~ 

likely to pay the extra costs of facilities that also provide education and research. 

We can pretend that academic health centers will somehow be protected despite the deep 

Medicare and Medicaid cuts -· that the "other guy" will be cut. But that is not real. The 

propc1sed cute; are too large -- and will yield higher beneficiary costs, lower provider payments, 

and more and more individuals uninsured -- requiring care that must ultimately be financed by 

other payors. 
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Will the results be dramatic - immediate shutdown~, or quick, visible declines in the 

quality of care'? Probably not: slow, steady disinvestment in education and research are never 

ver:y visible at first. But they have lagged effects that may be even more debilitating in the long 

run -- because today's education and research directly affects tomorrow~s care. When your 

family -- and your children's families - need health care ten, twenty, or thirty years from now, 

do you want the health professionals then in practice to be the product of excellence in education 

- or of a slowly defunded education and research system? 1 . 

[provider] is co1nmitted to maintaining and enhancing the quality of our education~ 

research, and service. That is our core mission -- and reflects the needs and aspirations of our 

community and our patients. D~p budgetary reductions that prevent us from meeting your 

needs -- now and in the future ·- must be opposed. 
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Conia.c:t: Patricia. Shea 
(202) 828--0456 

i~'\ITON' OF 
/IMF.RlC'..:'\N 
Mf~'l.C.,"J, C'..('.JJJ rn 

TEACHING HOSPITAL CEO'S to SPEAK our AGAINST MEDICARE CtJTS 

WHAT: Six tcachiDg hOspital leaders. repres.enrin& institutions from every region of the counuy, wm 
addrc::ll! th&: impact tbat reduasd Med.le.are 5Upport aru1 m incfeasmgly ccmpetitive matketplace 
'Will have Oll ~ Yf abiliey of their l.nsritutions at a pr~ coim:mice tomorrow. The event ls 
sponsored by the AMociatioa of American Medical Colleges. 

House and Sen.ace budget pla..as released last weet reeommend. reducing Medicare 
spending by $2SO billion over the next seven years. To acilleve these savin&s. it is likely 
tha.c Medicare's suppott for teathiDg hospilals' a'ademic missions-i:are for the nation's 
sickest partems, medical education and clinical r~arch-will be sharply reduced. 
Teaching bospital leadm ~oruend tiw !!U1Ssive cuts in Medicare suf)port for thtt.e 
act:iviti~. when coupled with private sector losses and other cuts in Medicare 
rclmhunemec.t, will have a very n.egatlve impact on the world-r~ excellence of 
these imti1l.!11ons. Every Amerlc.an's quality of life will suffer as a rcsulr. 

WHERE: Lonportb House OfHce Building 
Room 1416 

WHEN: Tuesday, May 16, 191.>S 
11 :30 a.m. tO 12:3a p.m. 

WHO: Spena:r Foreman, M.D., presldtnt. Monuflore Medical Center, BronJ:.. NY 

Willi.am Kerr, director, Medical Center at chc Ua.iversity of California.. San Francisco, Calif. 

Charles Mullins, M. D.. exe-cutive vice chanceltor for health affal.rs, U nivcrs lty of 

Texas System. Austin, Texas 

Mitehdl Rabkin. M.D .• president, Beth Isreal Haspitil, Boston, M3SS. 

WillWn Rice. J .D., chaDcellor and vice ~resident for health affairs, University of 

TeMe:SSet, Memphis, Tenn. 

Robert Waller, M.D., president and CEO, Mayo Foundation, Rocbe:..ter, Minn. 

Ill 

The AW%:imioD of Aitlcrican Med..i.cal Colleges represents the 125 accredited U.S. medical schools; 
tho 16 aa:redlted Canad.Wi med.i.c.al scbool5; .some 400 m.ajor tw:hing hospitals, in.cludlilj 74 
Veterans Admin!stratioo medical ceucers: 91 a.ca.demit and professional socledes rct'resenting g-] ,OCIJ 
faculty members; w:t the nation's 67 ,000 mcdlul stw1e!Ul and 102,000 residents. 
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"Academk Medicine In The Emerging Pric.e CompetltiYe Ent.ronment" 

We are here repr~ting academic medical centers - those institutions that have the multiple 
missions of patient care. edu<2tion, and research. Some of us are large urban centers, same 
are smaller 8Ild located in largely rural states. Some of us are public, some are privmc, some 
are specialty-oriented, some emphasize primary care. But rcprdleu of our loeation or 
empha!is, OW' ability to fulfill our multiple miss.ions is in jeopardy. Our mis!ions are as 
follows: 

o providing regional and stand-by services such as trauma care. bum care, high 
ri lSk. obstetrics, and newbom c:are; 

o saving large groups of severely ill and disadvantaged patients including, in 
many instances, those who are unable to pay; 

o educating the next gent:ration of physicians and other health providers 
regardless of the mix of pri.mry care providen or specialists; and 

o maintaining the most productive research enterprise in the world. 

As citizeos and community leaders we support rhe need to address federal spending. While 
there is substantial support among the American people for the effort in general. the 
particulars are tough. However, ~ also know that decisions , especially tough ones, n~d to 
be infoJD'led ones. We arc hcJe in the hope that as discussions cmninuc about the particulars 
of reductions in federal spending, informed and fair decisions will be made about the special 
Medicare payments we now receive for gtaduate medic.al education. 

First. we wish to dcsuibe our efforts in. the marketplace: 

0 

0 

T ,-.._' ,-, ...... .._r 

Academic medical centers are struggling to be ccmpecirive in a new world of 
health c:are delivery. Each of us is working .hard to cut costs and remain 
competitive • we are down.sizing, merging, creating networks, developing ru:w 
teaching methods, identifying new ways to train primary care physicians 
outside hospitals. Acrufumic medicine is taking a leadership role in a changing 
health care delivery system. · 

Teaching hospimls and sc.ademic medical centers, because of their unique 
missions. incur b.igher cost! than do other types of hospitals. Until very 

,-,, 
l.ln'::l..J_J c..-..+-ol..T ,.-.rrT rlT ILJll 
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recently, both private payers, by paying higher charges, and Medicare, through 
the indirect medical education (I.ME) adjustment and the direct medical 
education (DME) payment, shared in supporting our mi.ssiOn.. Incr=singly, 
managed care plans and· HMOs· refuse to share in the responsibility of payllig 
for the ~ mi.ssion. Th~ withdrawal of the private sector from its 
responsibilities makes the fedc:ml role all the more important. 

Due to this new competitive environment, the Jlrivate sector is no longer 
bearlnj its fair share of the oostg cf our teaching. research. and patient care 
missions. In this new competitive market we are nQl able to command higher 
prices for our services. 

Second, we believe every Amaican benefits from the work performed at our academic 
med:i cal centers: · 

o the research breakthroughs occwring 11 our institutions which include the first 
successful Jiver, heart, and bone marrow transplants; first identification of 
AIDS; and the first human gene thcnLJ>Y for cystic fibrosis; 

o ~ phy~ trained at our institutions, who in turn provide ca.re in ever; 
sin.ale swe; 

o the trrJttment of complex cases and innovative protocols developed at our 
institutions, which an: then replicated throughout the country and the world. 

The federal govemmem ls the bulwark of support an which we must depend to e-0ntinue in 
our role as the backbone and the~ of American medicine: 

o We have to live with 1hc cuts in projected Medicare spending that all hospitals 
will have to endure; 

o The direct medice..l education payment and the disproportionate share (DSH) 
payment are identified iu major targets for cutting; 

o The indirect medical education (!ME) payment, which represents twenty-five 
pcrt.Cnt of Medicare inpaticn? revenue for major teaching bospirali • u bdng 
targeted for a major reduction in spending. 

o These (DME and DSH) and the IME proposals arc IlQ1 cuts in rates of increase 
in projected spending; they are real reductions in spending from FY1995 levels. 

Massive reductions in Medicare rcimb~c:nt for activities related to graduate medic.al 
educ.alion will. when coupled with privrue sector losses, and other cuts in Medicare 
reimbursement. have a very negative impact on our continued exccllence. Every American's 
quality of life will suffer as a result 

2 
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We believe there is a l~timate role for government to recognize and supJ)Ort our missions. 
We urge Congress to study ~fully the c:umnt ftlnding crifils in academic medicine, and to 
proceed with great caution a.ad deliberation b~fore s.ingling out atld impming <fuproportionale 
budget cuts o.a teschin.g hospitals and ac.ademie medical eenters. 

Spencer FortllWl, M.D. 
President 
Montefiore Medical Center 
Bronx, New York 

WWlam B. Kerr 
Director· 
Medical Center at the University of 

California. San FrmlCisco 
Sau Francisc.o, CA. 

Charles B. Mullins, M.D. 
Ex~uiive Vice Chancellor 

for Health Affairs 
The. University of Ttn! Syswn 
Austin, TX 
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Mitchell T. Rabkin, M.D. 
President 
Beth Tsrael Hospital 
Boston. MA 

William R. Rke, J.D. 
Chancellor and Vice President 

for Health Affiiirs 
The University of Tennessee, Memphis 
Memphis, TN 

Robert R. Waller, M..D. 
Presiderlt ct Chief Executive Officer 
Mayo Founda.tioD 
Roc:bester, MN 

WOd~ 9~:0T S66T-9T-A~W 
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Con:t.act: Parrici.a Shea 
(202) S28-04S6 

For ImmecHete Jl.elea.se 

BUDGET PROPOSALS WOULD DEVASI'A'I'E ACADEMIC MEDICINE 

Wa.shlngto.n, D.C., May 16, 1995-How.e and Sen.are budjet propo.sals that could cut billions 

dol.lan in fund.in&" support to tbc nziOD'.s medical ~hoots. teaching hospitals, and mccUcal research 

efforts •wt devastate academic medieia.e's ab!l!ty r.o e&re for the .Amemm people and to ensure 

fwure qULliey through met!feal e.ducatfon wi research,· said Jordan J.Cohen, M.D., pre.iidatt of w 
Association of American Medical Coll:aes. ·Funding cuts of this magniwdc will push medical 

scbools and teaching hospitals .to the brink of financial ruin and put our nit.ion's highat qua.lfey health 

care servl~ In serious jeopardy.· 

Calline tho budget committee proposals a •systenwic undennining of the ImrastrUCture of 

academJc medical cente:rs," Dr. Cohen warned that medical schools alld teacblng hospitals aheady are 

facing emaordlnary challenges to their survival. •Academic: medical centers arc fightiila for suNiva.1 in a 

prletH:ompetitive :narketp~ Largely unwillin~ to piy for the social &oods these centers produce-arc fC)r 

the nmon's sic.kest patients, a skilled health care workforce, acccs.5 to health care for the uninsured aud 

new medical knowledge, • . he said. "The additional fuwl.ci.a! pr~ure brought on by ~tic rcductio.m ln 

fcd:ril support threalens the vc:ry viability of teachiD1 hospitals and medical schools.· 

Bydpc Pro.pgal Recommendatip!'ls. 

• Bolh the House and the Senate Budget Col!ll?lirrees bave targeted Medicare for reductions In cxc~ of 

$250 billlon over seven years. While nefth.e:r rommiaee has made specific recommendations to 

aclili:vc thi.! level of savings, tt is likely th.at Medicare's support for teachin' hospitah' academic 

missions will be sharply reduced. Since Its lru:eption.. Medicare has recognized tbe need to 

support the a.cademie missions of ceacltlng hospitals. 11 bas dcnc so ln tbe form of two spc:cifi.c 

paym£nts. The indirect medical educarion (IME) a.djustmeat conipc:nsaw teaehing bospilal.s for the 

additioaal costs woclatcd with their ar.a.dcmlc pro1rains im:luding care for tbc most severely 111 

- mere -
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Budger Cuts-2 

patienta; the provision of unique, low vol~-.hiJh tost servlte$ sucli as bum and ueonat2l intensive 

care uniis; and an envirotmlCnt th.ax foStcn t'Dftiical research and physician training. Direct mcdU:.al 

education (DME) payments prO\lidt suppon for rhe costs aMOCiated with trainillg physicians (graduate 

rnedi.c.a.l education). 

The Hoose Budget Commltrtt: Health Task Force has forwarded to the House committees ou Way~ inU 

Mew and Commerce $pCdfic n:commendarlons to cut IME iDd DME pa~ as a means to achieve 

the overall Medicare bud&er reduction wget. These recommendations call for a 60 perce!2t reduction·· 

totaling $2l.l billioa. over seven years-in IME, and a reducd.on-totallini S6)4 billion-for DME. 

• The Heu5e bud~ plan recommends a 5 percent reduaiCD-tor.alling $4 billion over seven years-in 

fu.odin& for the Nadonal lmtitutes of He:akb (NIH), the world's premier biomedical and behavioral 

research em.erprlsc, which support 5cfenwts in more than 1,700 institutions a.cross dle United States. 

The Senate Identified an oven.II d~onary health budget reduction target and a series of 

mumptiom that suggest that the NIH budget could be reduced between 10 percent and 25 percent in 

&cal year 1996. 

• The House budget plan recommends ell.minarion of S2 billion ova seven years in fundini for health 

professions tralnlDg programs which play a critical role In encouraging srudents w enter primary care 

disciplines and in supportiDg minority and disad'lilmiged student$ who pursue car.eers in mtdiclne and 

other health prof=sions-

• The Ho"U.SC budget plan recommends elimination of the Agency for Health Care Policy and Rtsea.rch­

at a savings of sm million over ~en years_ This agency suppons the development :md 

dlssemlmdon of ct»t-eavici medicai praai.ce guidelines and funds critically needed health SCNia:s 

and OU1COOICS res"3rch. 

"Taken together, tbese cw will criP.ple the viability of an i.nvaluib le an.d irreplaceable part of this 

COlltltry's bealth care system-the nation's medical schools and teaebiDg hospitals.· he said. 

Ill 

The Asaocia:ion of American Medical Colleges represents the 125 accredited U.S. medical scll.ooLs; the 
16 acaedlred Cmadfan medic.al scilools; .some 400 major reaching hospitals, iDcludini 74 VeicraD's 
Administralion medical cemm; 9 I academic and proressioml societie.s representing 87 .oo::i ~ty 
mc:mbets; and the nation's 67,000 medical stu~ a:id 102,000 resldeDts. 

01 
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Coo&ad: ~la Shea 
(202) 828-006 

MEDICARE curs WILL THREATEN TEACHING HOSPITAL SERVICES 

Washlngton, D.C., May 16, 1995-With Congress comideriDi cuaini Medicare fimding by 

more man $250 billion OV21' the n~u ~en years, the nation's teachllli hospitals are takini a bard 

look at the viability of some of the services they provide. 

Medic.are.. sin~~ inteption. has rccogniu:d dW teaching hospitals are the counrry's v~ 

for advanced mcdiul care of la sickest patiems, physician tralnlag and cllnlc.a.l research. Through .a 

Set of specific payment!, Medicare provides suppon to these instirurtorui so that they can sui:.cessfully 

maintain mese activlties. Both the House and the Senate Budget Commiuces have targeted Medicare 

for reductions In Cl:~s of $250 billion o"Jcr seven years. While ceitber cocnmiate ha:I made specfflc 

recommend;ulon.s to achieve this level of savin~s. i% is likely tlw Medicare's support for teachin1 

hospitals' Oieademk missions will be sharply redu~. 

"The propo!.ed rcductlons in Medicare tundlng for teac.hing hospitals comes at a time when these 

institutions already are fisbring for SlllVival ill a priee-rompetitive lllarkC"tplace that largely ts uc'Willing 

to pay for the $0Cial goods they produce-care of our sickest patients. a s~lled health care workforce. 

~to health ca.re for the un1.nsun:d and new medic.al kJlowlcdge." said Jord1Jl J. Cohen. M.D .. 

prwdem of the Assocl.ation of Amer!cac Medical Colleg~i. "If these payments a.re reduced, tea.ebing 

hospitals will be faced with the options of scaling back their services, eliminating their academic 

missions, or, fur those in!nitutiom in ~trCmely prl~mpetltivc markw. aaual closuro. • 

If Medicare support ls substantially reduced as market competition pressures continue to 

increase, teachlng bosplta.ls will comider: 

• reducin1 or cloaini pc.diauic proiriDlS 

• reducing or eliminating training far rescue squad personnel 

- more -

01 
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Medicare Cw:s-2 

• ~i.Dg their $uppon of medic.al schools 

• rcducine the size of or eliminating residency pro:rams 

• reducl111 support for clinical research 

• reducm, or closing their cramna umu 

• dO!li.ni the psych!mi.e units 

• r~udng hospital suff-ph)'!1ci.ans and nurses 

• red.uclng their commffTN"Jtt to cm for the i.adi&eot 

• cuumg biib-<ec~ medically bencftcial bur expensJve .services such u burn units, transpl..aru 

piroirams. and PET scans 

• closiu1 pot.&on comrol ceruers 

• reduchii or clo.sing hlJh-Nk obstetrics progrorui 

• reducirig community .services proiJ1IDS such a,, rural ou.cr~h aDd communit'j clinics. 

ftToac.b.i.ci b06pbls alce.ady lfC u.nder siege,• said Or. Cob.en. "Medic~ cues of this magnitude will 

cripple b.ealth care services not only for the elderly bul for entire communities across the country." 

#fl# 

The As.soeiatlon of Amakan Medial CollegCfi repr~dllts rhe 125 ac4:redlu:d U.S. mcdiul sclwols; 
the 16 accredited Canru:ilan medical schools; some 400 major te:acbl11g hospitals. includin1. 74 
Veteran"s Administration medical c:.enim.; 91 l!Adcmic and pIQfessiollll s~g rcpRSellting 87,000 
faculty members; and the natloo • s 67 ,000 mod ical students and 102 ,000 rdidenta. 
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August 15, 1995 

\ MEDICAL CENTER OF DELAWARE MEDICARE EVENT 

Aft· r 
--~·& :.·.::·-~J - J 

I. PURPOSE 

DATE: 
TIME: 
LOCATION: 

FROM: 

Wednesday, August 16 
1:45pm 
Medical Center of 
Delaware at Wilmington, 
501 West 14th Street 
Andre Oliver 
Marilyn Yager 

To highlight the impact of GOP Medicare cuts on beneficiaries and 
the institutions who serve them. 

II. BACKGROUND 

This event will include a brief tour of an acute care section of 
the hospital where a large number of Medicare beneficiaries would 
be patients. During this tour the hospital President, Alan 
Johnson will focus on the importance of a facility like theirs 
maintaining a high quality of care for senior citizens, and 
especially indigent seniors. They will talk about how Medicare 
and Medicaid cuts in the range of what the GOP is proposing will 
severely impact their ability to maintain all of the services 
they now provide, which includes rehabilitative care and home 
care services. 

The Medical Center of Delaware (not-for-profit facility) operates 
three facilities in Delaware. You will be visiting the 
Wilmington facility which serves a large number of Medicare 
patients because their rehabilitation center is there, as well as 
an outpatient clinic. They have satellite primary care clinics 
in numerous neighborhoods. 

As one of the largest comprehensive health care providers in 
Delaware, their patient population draws heavily from New Jersey, 
Maryland, and Pennsylvania, as well as Delaware. The Medical 
Center System is the third largest employer in Delaware with 5300 
employees. The Wilmington Hospital has 188 beds and is known for 
its rehab center, cancer center, and trauma center. 

The Medical Center is the state·'s large t01a ing and medical 
research facility. It also does more tha · # 5 million in 
uncompensated care. The GOP cuts on Medi · , Medicare medical 
education, and Medicare disproportionate sHare will have 
devastating impact on teaching facilities like Wilmington. 



Allen Johnson, the President and CEO has an interesting 
background. Prior to joining the Medical Center in 1986, Mr. 
Johnson was the CEO of St. Vincent Medical Center in Toledo, 
Ohio, a Catholic facility run by the Grey Nuns System of 
Montreal, Canada. And before that he was the COO of Henry Ford 
Hospital in Detroit. These are both pretty progressive hospitals 
in the health care world. And finally, he currently the Chairman 
of the Board for the Delaware Hospital Assn. 

III. PARTICIPANTS 

Allen Johnson, President and CEO of the Medical Center of 
Delaware. 

Lynn Jones, Administrator of Wilmington Hospital 
Robert Bell, Director of Government and Community Relations for 

the Medical Center. 
Wilmington Visiting Nurse Assn Representative (TBD) 
Hospital Physician (TBD) 

IV. SEQUENCE OF EVENTS 

o Arrive in Wilmington by Train from New York at 11:30 -- you 
will be picked up by Bob Bell, Dir. Government Relations, 
Medical Ctr of Delaware. 

o 11:50 am arrive at the Wilmington Newsjournal for Editorial 
Board. 

o 1:00 pm depart newspaper for Medical Center 
o 1:20 pm arrive at Medical Center -- brief down time for 

lunch. The hospital will provide a brief holding room with 
lunch for you. 

o 1:45 pm begin tour of rehab and acute care patient bed 
areas. Allen Johnson and others will tell you about what 
you are seeing and how congressional Medicare and Medicaid 
cuts will affect these types of services. 

o 2:15 pm conclude tour with brief statements to the press. 
First, statement by Allen Johnson, and then your statement. 

o Depart. 

V. PRESS 

Open Press (we expect 2 local TV, 2 local radio, and Wilmington 
Newsjournal). 

VI. TALKING POINTS 

Attached. 
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Q: 

A. 

I 
I 
I 
I 

I 
i 

Are yoµ aware that the President and several members of the board of a Wilmington 
hospita!t, St. Francis, have resigned over a dispute with their parent company's 
(Franc*can Health Care) demand that the hospital sign a contract with U.S. Healthcare? 
They cpntend that the terms of the proposed contract are so onerous that their ability to 
provide high quality health care would be jeopardized. Do you have a comment on that? 

I 

I 

i 
I 

' ' 

Yes, I am aware of that situation. Of course, I can't conunent on a local situation without : 
.knowirlg all the facts, but I can tell you how the government approaches managed care.: ! 
As youl probably know, both Medicare and Medicaid have become increasingly involved in: : 
manag'd care contracts. We believe they can be a very effective way of delivering high ·· . 
qualityjhealth care. But let's be clear about the government's involvement with managed . 
care. Our primary and most important interest is assuring that high quality health care is · ' 
deliverbd to our beneficiaries. 

I 
For example, in our Medicaid demonstration projects, which the Health Care Financing 
Admintiration recently approved for Delaware, the state must ensure that high quality ' ' 
care is provided to Medicaid beneficiaries. As part of that effort, the state will collect · · 
data oq every encounter Me<fo;aid beneficiaries have with the health care system so that it · · 
can mopitor whether adequate access is being provided. The state must assure that 
contracting health plans establish and implement quality assurance plans and provide 
assuradces to the government that the rates set for managed care plans are actuarially 
sound. JI In addition, the state will measure beneficiary satisfaction with services and .access. ; 
to care A corrective action plan will be implemented for any health plan with a low score. · · 

I : . 

We be~eve this is the right way to pursue managed health care. While we place a high .. 
priorit~ on cost containment, our first priority must be protecting our beneficiaries and 
assurin~ that they have access to high quality health care services. 

I ' . I : . 
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' ' 
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ADDRESS E: 
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FROK: ~ fi. ,,_, 

OFFICE OF ~ ADMIJSTRATOR 
200 INDEPENDENCE AVE., S. W. 
ROOM 314G 
WASHINGTON, DC 20201 

PHONE: 202-690-6726 
FAX : 202-690-6262 • 
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HHS ~rnw~ 
! 

U.8: .OCll'AllT .. l:llfT 0~ Hl:ALTM ANO MUNAN S£"Y'IC:~S 
. I 

FOR IMMEdIATE RELEASE 
Wednesda~, May 17, 1995 

I 

Contact: HCFA Press Off ice 
(202) 690-6145 

i 
1 Approval of Delaware Medieaid Deaonstration 
l 

HHS Secretary Donna E. 
I 

Shalala today announced approval of : \ 
i . 

Delaware'~ statewide health care demonstration project, the 
i 

Diamond S~ate Health Plan. Delaware will expand its Medicaid 

program t~ prov_ide comprehensive heal th coverage to 8, ooo poor 

. adults an~ children not previously covered by Medicaid and with 
. I 

incomes up; to 100 percent of the federal poverty level. The 

state will! finance the expansion usinq savinqs from enrollment in 

•manaqed Cafe· 
I 

Throuqh this demonstration, Delaware seeks to improve and 
; 

exp.and acc~ss to he~l th care to more adults and children 

' : 

throughout\the state, create a manaqed care delivery system which·; 
I 
I . 

emphasizes \primary care, and control the growth of health care 

expenditur~s for the Medicaid population. 
I 

secre~ary Shalala stated, "The approval of this 

demons~rat~on illustrates the administration's commitment to 
1 

working wi~h states to implement innovative ideas and to ensure 

that our nJediest citizens have access to health care. Governor 

Tom Carper fis to be commended for his leadership." 

All A~OC, AFDC-related and SSI Medicaid recipients will be 
i 
I 

.eligible fo~ the program with the exception of those receivinq 
I 

long-term c~re in institutional or home and community-based 

- Hore -
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. I d settingsf n those vho are eligible for Medicare. Medicaid 

recipien not eliqi.ble for the Diamond State Health Plan will 

remain in the state's fee-for-service Medicaid proqram. Delaware: 

expects akproximately 63,000 individuals to be enrolled in OSHP 

I 
by the en~ of the demonstration 8,000 of vhom will be new 

I 

enrolleesl 
I 

The ~iamond State Health Plan, which will qo into effect in · ' 

October 1~95 and continue through the year 2000, will offer a 

basic benJfit packaqe includinq medical and mental health 

services. Delaware will incorporate its current manaqed care 

program, the Nemours CHILO Plan, as well as the state's case 

mana91~d pr~qram for adults receiving general assistance, into the 

Diamond stlte Health Plan. certain optional Medicaid services 

· 1 . l f . wi l c:ontijue to be reimbursed under the state's fee- or-serv.ice 

program for categorical eligibles. 
I 

Bruce\c. Vladeck, administrator of the Health Care Financinq 

·Administra~ion, said that "DSHP will provide comprehensive health 

care to Oe~aware's most vulnerable citizens. our collaboration 
I 
I. 

with t,h_e s~ate should provide siqni ficant n~w benefits for many 

of its ~itJzens." 
. MentaJ health services exceedin9 those provided in the b~sic 

benefit padka9e will be delivered by the appropriate state 
agencies al will be reimbursed on a fee-for-service basis. By 
the end of the demonstration, the state intends to create a 
single ment l health system that will provide services on a 
capitated bf1sis. 

Since ~anuary 1993, HHS has approved 10 comprehensive 
health care\ reform demonst.'.Ea.tion projects, and 25 targeted . 
Medicaid de~onstrations. The administration has also approved 
welfare refbrm demonstrations in 28 states. 

I # # # 

I . 

' I . 

I . 

~ : 
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I 

P.04 

The ~e.alth Care Fin~ncing Adminis~at1on ( HC~ A) has approved Delaware's section ?q 15 t 
Med1ca1d\ demonstranon proposal enntled the .Diamond State Health .Plan (DSHP). wlii~b : 
was sub itted· by the Delaware Department of Health and Social Services on Julv 29. 1994.: 
Using sa · ngs achieved under managed care, Delaware will expand Medicaid beat th coVera~e 
to appro ateJy 8.000 additional poor adults and children in the state. The DSHP will · -. 
impJemen a mandatory Medicaid managed care program statewide. The progra.in is 
expected start on October l, 1995 and operate for 5 years. 

I 

. Through the DSHP, the State seek.s to (1) improve and expand access to health care co • 
more ai:t llld children throughout lhe State. (2) cre~te a managed care delivery system; 
emphas' · g primary care, and (3) control the growth of health care expenditures for tbe : 
Medicaid ~pulation. · · : 

~ 
! 

ELIGIB!Lb 
I . . . 

All~d to Families with Dependent Children {AFDC), AFOC·related. and State . • 
Su ementary Income (SSI) Medicaid recipients will be eligible for the program .... ith 
the ception of those receiving long·term care in institutional or home and 
com.Ui~~ity based setting~ and~~ that are ~ligible for M~dicare .. M~dicaid eligibles 
not eligible for DSHP will remam m the state s fee·for·semce Med1ca1d program. • 
Adul~ and children with incomes up to 100 percent of the federal poverty level -....·ilf 
also ~e eligible for health coverage through tbe DSHP. 

I 

· Apprt· ately 63,000 individuals are expected to be enrolled in the DSHP by the eo~ 
of th demonstration (year 2000). Approximately 8.000 of the 63,000 will be new · 
eligib S; · ; , 

SER VICE D~LIYERX SYSTEM 

Thi S~te will contract with managed care health ~lans on a county \lridc basis. The 
Srate ~ e.iicourage plans to contract ...,;th essential community providers. including• • 
Fede~ Qualified Health Centers (FQHCs) aod Title X providers. . . 

The slie will incorporate into the DSHP its existing 1115 demonstration, the. 
Nem:;Jrs CHILD Plan, a partially capitated managed ca.re program for Medicaid 
eligibl~ehildren. The Nemoul'S program is financed and operated by the Neznours 
Foun~ tion and provides seJVices to \iedicaid e~igible childr~n (u~de~ a.ge 19 with : 
income below the federal poveny le"el). SeMCes are provided m clin.ICS that are 
owned .ad run by the Nemours Fouodarion. The Nemours program will be extcodtd 
for an ~dditional three years (until 2000) acd che State wilJ develop placs for 

I 
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I 

i \ 

i11 \ grating the two programs. DSHP members may choose either a Nemours clinic';· or~ health plan based provider for their children. ·• · 
\ . 

Th~ State will also incorporate into the DSHP its ca~e managed program for adults 
rec~iving Genera) Assistance benefits.. "GA He~lth First''. · 

Th~ DSHP managed care plans will be required tQ coordinate 'With existing providers. 
fo;JhiJdren and adolescents. including with Nemours clinics and the State's school:. ; 
b d health cliitics. DSHP members will have the option of choosing as a primary . 
car provider for their children either a provider in thek own managed care plan oJ a· 
Nemours clinic. · · ' 

I . • 
I 

I 

\ 

~ 
The. pSHP offers a b~ic be~cfit pack~ge including ~edic~l and me~tal beaJt~ · : 
serviqes. The State will conttnue to reimburse certain opnonal Med1caLd sel'Vlc~s · 
(e.g.,£ ansponation in other than emergency circumstances) under the State's fee-for. 
servi program for the AFDC, AFDC-related and SSI Medicaid recipients. . 
Alth gh all enrolled children will receive all medically necessary services through the 
Early~ Periodic, Screening, Diagnosis.. and Treatment program, these optional services 
will n~t be available to the newly eligible adult group through the managed care . 
plans.I 

I 
Men~l bealth services e::a:eeding those prm'ided in the basic benefit package 'will be 
delive~ed by the relevant State agencies and will be reimbursed by Medicaid oa a fee 
f~r·se¥cc basis. la the later yean o~ the demonstration, D~Jaware plans to create a 
SUlgle l!lenial health system that prtw1des mental health seMces for all DSHP 
members on a capitated basis. 

I . 
The S~tc also will extend family planning benefits for two years after a woman loses . 
eligf6~ty. 

I Pharmt services will be provided on a fee-for-service basis for the fint two years 
while e State implements a drug utilization review program. After the program. is 
fully im lemcnted, prescription drugs will be incorporated into the capitation rate. 

I 

. i . . 
The StaJe intends to impose co-payments for the expansion group of adult eligibles. 
These ~1 include a $5 charge for all aoa-o!mergeocy use of hospital emergency 
rooms and a $1 charge for brand name dn.igs. except wheD medically necessary or 
when n~ generic equivalent exists. 

I 

., 
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~ROLLMENTLOUTREACH 
\ 
' 

I• t:,..11.,.J 

TO 

Delaware will contract ...,;th Health Benefits \tanagers (HBM) to facilitate and 
. m~oi~or me~ber ea~ollmeot in m~aag~~ care ·plans. HBMs ~U be responsi_ble 'for 

outreach and educanon of potennal ehg1bles through markenng and promonona.l · 
ac~vities. Once deemed eligible, participants will have a month to select a plaa . 
be.ore being assigned to a plan. All plans will offer an open enrollment period . 
an~ually. At this time, participants will bave their eligibility redetermined. , 

i. 



TALKING POINTS FOR VISIT TO MEDICAL CENTER OF DELAWARE 

• As I toured the medical center and talked with the staff, I was reminded that we have 
the greatest health care system in the world -- the most talented and dedicated health 
care professionals, and the finest institutions. 

• Above all else, we must evaluate any changes to our health care system by how they 
affect quality. In the President's eyes, there is nothing more important, and he will 
not accept any proposal from the Congress that threatens the quality of the system. 

• The Republicans are proposing to cut an unprecedented $270 billion from the 
Medicare program and a devastating $182 billion from the Medicaid program. These 
cuts are four times as large as anything ever proposed. And not one penny of these 
savings is reinvested into the health care system. 

• There is simply no way to take $450 billion out of our health care system without 
threatening quality. Let's look at the impact of these cuts. 

Medicare 

• Everyone has heard about the scope and size of the Republican Medicare cuts. What 
you might not know is this: Republicans claim they wish to emulate the private 
sector. The reality is that their proposals don't match the private sector growth per 
person rate of 7.1 percent -- they limit it to an unrealistic 4.9%. 

• At a time when the private sector managed care industry is squeezing hospitals and 
other health care facilities, these cuts will be even more devastating. I know that this 
has been of particular concern here in Wilmington. [Laura: This is referencing the 
articles we enclosed in your briefing book.] 

• As an academic medical center, you face higher costs because your mission is research 
and education as well as patient care. Your patients tend to be sicker, and you make 
an even greater investment in technology than most other hospitals. I also know that 
you serve a large number of indigent patients, which for your three facilities add an 
additional financial burden of $45 million in uncompensated care. 

• But what do these numbers mean in more understandable tenns? Well, right here in 
New Castle County, the $270 billion in Medicare cuts translate into a $561 million 
dollar reduction in Medicare dollars coming into the county, a $152 million reduction 
in 2002 alone. Assuming that 50 percent of these cuts come from beneficiaries, 
people on Medicare in New Castle would pay $3,425 ($6,850 per couple) more over 
seven years. 

1 



• Republicans say that they need these cuts to save the Medicare Trust Fund. But they 
won't tell you that the Trust Fund has faced an insolvency problem of 7 years or less 
in 9 separate occasions. They won't tell you that the Trust Fund is in better shape 
than when the President came into office, due to his 1993 budget, which every 
Republican opposed. They won't tell you that the President's balanced budget proposal 
would strengthen the Trust Fund through October, 1996 -- 11 years from now. And 
finally, they won't tell you that you don't need $270 billion to strengthen the Trust 
Fund. 

• In fact, many of their cuts have nothing to do with the Trust Fund. The over $100 
billion in Part B beneficiary and provider cuts the Republicans are considering are not 
dedicated to the Part A Trust Fund. Instead they are used to help pay for their 
unnecessary $245 billion tax cut. 

Medicaid 

• And we have not even talked about Medicaid yet. You serve a large and 
disproportionate number of these vulnerable and expensive patients. There is no 
health care provider that I am aware of who has ever suggested that they were 
overcompensated by Medicaid. 

• Republicans claim that Medicaid spending would continue to increase, albeit not as 
fast as it has in the past. What they aren't telling you, however, is that the Federal 
contribution would not keep up with enrollment growth, let alone inflation or changes 
in the cost of health services. 

• As I mentioned before, the Republicans would constrain Medicare to an unrealistically 
low 4.9 percent per person growth rate; the corresponding Medicaid growth rate would 
be an incredible 1.4 percent. 

• In response, States would be forced to reduce provider payments, services and 
coverage. If the cuts were divided evenly, in the year 2002 alone, already low 
payments to providers would be reduced by more than $11 billion across the country. 

• Should the Republicans' $182 billion in Medicaid cuts become law, Delaware alone 
would lose $331 million in Federal Medicaid funding over seven years, and $98 
million in 2002 alone -- a 30% reduction in that year. That is a cut by any 
definition. 

2 



• But it gets worse. In Delaware, as in all other States, the reduction in Federal 
Medicaid dollars will force the State to drop coverage for the most vulnerable of our 
citizens. 21,000 in this State will lose coverage in the year 2002 alone, according to a 
new Urban Institute study. You know better than anyone what this means for you. It 
means even more uninsured patients creating an even greater uncompensated burden 
for your institution. 

President's Position on Health Care 

• The President's position is clear: He has said that he will be forced to veto any 
legislation that contains this level of Medicare and Medicaid cuts. 

• You simply don't need anywhere near this level of cuts. The President's balanced 
budget shows how. With approximately one-third the cuts, we can eliminate the 
deficit, improve the financial health of the Medicare program and make Medicaid 
more efficient. But we can do all this while assuring that health care providers can 
continue to give quality care, preserving coverage, and protecting Medicare 
beneficiaries from excessive out-of-pocket increases. 

• I am convinced that the President's budget reflects the values and priorities of the vast 
majority of the American public. The President hopes and expects that these values 
will be reflected in the budget that eventually comes out of the Congress. 

• But this won't happen if the Congressional majority does not get the message -- loud 
and clear -- that their budget and tax cuts go too far, and will hurt too many 
Americans. We need your help to get that message out. We look forward to working 
with you. 
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Q: 

A: 

I . . . . 
H~w will Delaware e:sure that high quality health care Is provided by parttcip~~lng . 
m~naged care plans. . : : • 

U~der all stateWide health reform demonstrations. States must ensure that big~; : . 
quality care is provided ~y participating managed care pJans. This is accompHs~~d 
th~ough both the collecooa of 100 percent encounter level data (as opposed to : : 
agtregate summary level data) and imple.mentatioo of quality assurance plaas. 

! 

In loeJaware, each participating managed care plan will collect 100 percent eaccupte~: 
da1a on the Diamond State Health Plan enrollees and the state will validate tbe \ · 

I : 

coqtpleteness and accuracy of this data. The State will also use the data to anal~e 
qu~ty of care. · ; , 

I 

The State will measure beneficiary satisfaction with services and acces.t to c"°re iri : 
each plan. A corrective action plan must be implemented for any plan with a io~< 
scote. The financial performance of each p1au will also be monitored. .· • 

I 
I 

I 
i 
I 

:; : 

~ . : 

i .. 

; : 
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Q: 

A 

I 
I 
I 
I 

I 
I 

Are yoµ aware that the President and several members of the board of a Wilmington 
· hospit~, St. Francis, have resigned over a dispute with their parent company's 
(Franci~can Health Care) demand that the hospital sign a contract with U.S. Healthcare? 
They cpntend that the terms of the proposed contract are so onerous that their ability to 
provid¢ high quality health care would be jeopardized. Do you have a comment on that? 

' i 
I 

I 
I 

Yes, I am aware of that situation. Of course, I can't comment on a local situation without : 
knowirlg all the facts, but I can tell you how the government approaches managed care. i 
As yo~ probably know, both Medicare and Medicaid have become increasingly involved in: ~ 
manag~d care contracts. We believe they can be a very effective way of delivering high :. , 
qua1ity!health care. But let's be clear about the government's involvement with managed . 
care. Our primary and most important interest is assuring that high quality health care is 
deliverbd to our beneficiaries. 

I 
For example, in our Medicaid demonstration projects, which the ~ealth Care Financing 
Adminktration recently approved for Delaware, the state must ensure that high quality 
care is ~rovided to Medicaid beneficiaries. As part of that effort, the state will collect 

' . 

data oq eveI)' encounter Medi.caid beneficiaries have with the heaJth care system so that it · · 
can mopitor whether adequate access is being provided. The state must assure that 
contradting health plans establish and implement· quality assurance plans and provide 
assuradces to the government that the rates set for managed care plans are actuarially 
sound. jl In addition, the state will measure beneficiary satisfaction with services and .access , 
to care A corrective action plan will be implemented for any health plan with a low score. 

I 

We bel~eve this is the right way to pursue managed health care. While we place a high .. 
priorit~ on cost containment, our first priority must be protecting our beneficiaries and 
assurin¥ that they have access to high quality health care services. 
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