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I. STUDY PERSPECTIVE

On February 21, 1973, a special work group was convened by
the Assisfant Secretary for Health who delivered the

| following chargc:

w . undertake a broad review of HSHHA's programs and
organization, and their interrelationships with the

other health agencies.”

n__cubmit to the Secretary, by April 15, 1973, an

organization plan which will:

(1)‘ref]ect recent and projected changes in

the programs adminisiered by HSIMHA

(2) be designed to heip achieve the Department's
goals in the field of health services with
" maximum managément‘effectiveness and

efficiency."

1. EXT[R%IVL If TERVIEWS WERE CONDUCTED.

Also explicit in the charge was the desire to achieve broad
input into the study through extensive ﬁnterviews. During
the course of the sfddy, more than 80 officials and

staff insi@e'and outside HSWHA were interviewed by the
task force. The list of 1nterv1ewees is shown in

Appendix A.



2. TlE AQD”OD“T“_E FEIE RAL POLE TN HEALTH PPO”ID D THE BASIS
FOR THE ORGAHIZATI TAL LaLVSIs.

T The uppropr1aug federal roie in health has been summarized in

recent statements by Secr:tary Weinberger and Under Secretary

Carlucci. This role is:

(1) Financing of Health Services to reduce financial

barriers affecting access.fo health care.

The current vehicles Tor accomplishing this are
Hedicare and tedicaid. A more comprehensive
approach to national health insutance is

Tikely.

1]

(2) Heaith and Modica? Pes:::ch activities that have

broad naticnal benefits but whose high investment
costs make it difficult for the private sector or
State and Tocal governments to make an adequate

" annual investment.

. (3) Preventive Health and Consumer Protaction activities

that can be achieved b st throuoh collective action,
such as recuiation of. the manufacture and saﬁe or
foods, drugs, and medical products; and prevénfive
health and safety activft?és, sucnh as the control of

communicable diseases.

(4) Linited Technical Assiétance and Snecial Start-Up

Funding for DB- jnanra**r“ of structural chansas in




(6)

the system, to introduce new types of facilities or

* manpower, or to demonstrate new types of delivery

systems.

lealth jiannewar Education Programs as part of a

genera1 educational initiative that will place

prinCipal reliance for accomplishing this role on

4

" the institutions of higher education with Federal

support through general student assistance prcgrams

administered by the Office of Education. Limited

Federal assistance may be needed to overcome

- especially difficult supply and geographic distri-

bution problems, or to demonstratfe the validity of

new types of health professionals.

Diréct Provision of Health Care Only as a Last Resort.

.'The‘Federal government‘s responsibilities to provide

health and medical services directly to certain popula-

tion'groups; such as reservation Indians and merchant

seamen, will cont1nua until these groups are provided

for adequately under other mechanisms.

3. THE STUDY HAD TP BE DDO”:L.LD BEYOND JUST THE HEALTH SECTOR

OF DHEM.

Hith the stud" requirements to reflect actua1 and nrojectéd

program changes and ach1eve the Dcpartment s goals in the

. . field of health services with maximum management effective-
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ness and efficiency, the scope of the study could not be

1imited to programs within the HIH,;FDA, and HSHHA., Major

decisions have been made by.the Administration that have

widespread imnact and implications beyond the present
health services organizational, structure. Therefore the
jssues identified and recommendations developed cut across

agency lines. 4 o _ )

i



I1. STUDY FTIDI

" The find1ngs in this study fall into three general cate gor1es__'

those impacting health 5°rv1ces across agency 11nes, those

dealing with the HSMHA organization as presently structured

1.

- and those pertaining to regional operations.

HEALTH CARE FIMAHCIHG PROGRAMS NEED TO BE “’”FLO“"ﬁ AlD
RDWMINKISTERED 14 JHE COMTEAl OF A TOTAL HEALTH STRATEGY.

Medicare and Medicaid together represent the largest
single Federal influence on the nation's health care
delivery system. Together they pay for almost one

third of the inpatient hospit%1 bills in tﬁe .S,
Expenditures for these programs are estimated at

§17.4 billion in 1974, or almost 80% of the HEW health
budget. Because of the?r uncontrollable nature, outlays
for hea1th financing and their share of Federal health

outlays can be expected to increase.

An important fachr in the rapid rise in health care
expend1tures is the failure to achieve changes in the
supply and organization of health servxces that are
consistenf with the increased demand generated.by the
availability of financing. Because of the impact'
financing programs have had on inflaticn én health care

costs, now methods are being davisad to attempt to

utilize Federal financing programs to ccntain these rising

costs. In line with these efforts, 1rcmo“°ﬂd »elf.cn



needs to be paid to prob1éms and inefficiencies of
providers and to financing deciéions that affecf;

provider activities and costs. In acdition, plans and
prdgrams that affect the financing of health services need
to be integrally related to activities ajmed at the |
development and modification of systems of health care

-

delivery resources.

Currently, the major Federal health financing programs are

opefatéd by agencies whose concerns are not the substantive
jssues of financing insurance pfograms‘ iméact upon health

care delivery, but rather managing large scale payment

programs and determining e]ig1b11wuy of beneficiaries.

'ATthough some HSMHA prog“ams are atteth1ng to capture third

party reimbursement for services, and have provided professional
advice regarding standards for participation in financing

programs, the health agencies of HEW have not been in a

position to significant1y inf]uence Medicaid and Medicare.
Moreover, the Assistant Secretary for- Health, even with

nominal "policy guidance” responsibiiity for health financing,

has not been able to affect the financing programs in an

appreciable way.

The effect of a broad national health insurance -program

_upon the nation's health care delivery system will be .

even more profound than tnz of Medicaid and Medicare.



It is ckj£ica]1y important that the present and fufure
. . ~ health financfhg, program's be inte‘gnated with otﬁer
P 7 Federal health activities.
The fo]]owinglare examples of the integra’ relationships
‘ o ' between future hea]th‘activitiés and the financing
e . 'programs that can be achfeved most successfully through
single leadership: | -
-~ The benefit package for natjonal kealth insurance
should be desiéned with a view toward medical
necessity and efficacy of services covered rather
%l' o ' than their similarity to other insUranée plans.
-- The cohtinuing supply and distribution of health
:' o ;- care resources need to be integrated with the
. demands for serv1ces onnerarcd through fihancing.
-~ The deve]opment and adm1n1gtration of national
§ health insurance should embody the experience
gained from Medicare, Medicaid, HSMHA, and WIH
- e s ,biomedica] research in a whole range of activiﬁies
such as treatments for specific d1s_«sas, and
eff1C8CJ of modwca1 care.
-- The determination of what constitutes the essential
g , mental health services to be covered under national

health insurance should be based on the expertise

of NIMH.



The effect1ve development of preventive health_
activities shou]d conaudﬂr whether prevention
would be accomp]wshed more effectively through

coverage of preventive services under financing

“or through collective action.

Coverage of preventive health services under
national health insurance should be based on
the experience of HSMHA as to their efficacy.

e1mbursewent of Federal service progects through

'national health insurance can be accomplished much

more easily and quickly under single leadership

"that could mandate, for instance, reimbursement of

frép-staﬁding clinics under Medicaid or reimburse-
ment of NHSC personnel by Hedicare.. There 1is
presently no single focus to effect this integration.
Research priorities for both health services and
biomedical research should be develcped with a
view towards the health problems encountered
through the financing system. ‘
Economic considerations of providing and influencing
d1str1but1on of health resources through reimbursement

policies need to be fully explored.

These examples illustrate major issues in Federal health

programs that can only be fully exp]orﬁd and resolved if

all health p\ograms are conswdercd 1nuegra1]y and if the



financing programs are fully utilized to determine the

-outcemes. Such issues can most successfully be resolved

by consolidation of 211 HEW health programs, including financ-

ing programs, uncer single lecadership and rosponsibility.

The present operations of health financing programs are -
not integrally related to the other program act1v1ties_
witﬁfn SRS and SSA. Both MSA and BHI receive adminis-
trative support and overall policy direction from their
parént organizations. Eligibility determination for
Medicare is the only function that would have to be
maintained within the curfent cbntext of the income
maintcnance programs, but it could be pe rformed on a
service basis by SSA, with reimbursement from the
operating health agencies as appropriate for the services

provided.

In the case of Pedicare, eligibi1ity for all socia]

_secur1ty benefits 1is dCu??W?ﬂEd unilormly by SSA staff,

" and records of eligibility are ma1nta1n°6 centrally in

SSA for each beneficiary. Records on utilization of
Medicare are maintained by the carriers and intermediaries.
Records on beneficiaries' paynent of the required Medicare’

deductible .are kept centrally in SSA, butl are not a part

of the larger record system on social security beneficiaries'



ey

uti1izafion of othef social security benefits. These
act1v1t1es are rout1ne anJ do not- 1n0act significantly
on the hea]th de]1very %ystcm and could, thercfore, b°
continued in the current fashion and paid for by BHI on’a..‘u

service basis.

‘The operation of the Medicare progranm and its payment

system are relatively self-contained within BHI. The
activities cond icted in BHI -- the certification of
providers for participation in Medicare, contracting with
the fiscal intermediéries and State health agencies,land
determination of reimbursement policies in terms of
reasohah1eness of cost and appropriateness of care
received -- are the ones that have a major influence on
the health care delivery system. The removal of BHI

from SSA would not seriously disrupt either these

activities or the other ongoing operations of SSA.

For Medicaid, both eligibility determinations and the
payment of individual claims are the responsibility of the

States. The Federal functions with respect to both

eligibility and reimbursement policy are limited to

developing regulations and guidelines. Federal payments
to the States for Medicaid are made centrally in 3RS,

but the operation is a relatively simple one of

‘determining the allowable Federal share of the total States’





























































































































































































