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COMPTROLLER GEMERAL OF THE UNITED STATES
WASHINGTOMN, D.C. 20348

B-164031(4)
Dear Mr. Goldwater:

Your letter of April 19, 1972, requested that we provide
you with information concerning the Department of Health, Edu-
cation, and Welfare's (HEW) financial support of health main-
tenance organizations (FHMOs) for fiscal year 1972 and HEW
appropriation requests for such support for fiscal year 1973,
As requested, the information being presented in this report
is the same type of information previously provided in our
March 27, 1972, report to you dealing with HEW's fiscal year
1971 support of HMOs.

You also requested our final determination on a legal
question discussed in our earlier report regarding the manner
in which $900,000 for certain HMO grants had been financed
under the provisions of HEW's 1971 appropriations act. As
indicated in our May 19, 1972, letter, we requested additional
information from the Secretary of HEW concerning the $900,000.
This information has been received, and we advised you of our
decision on July 21, 1972.

HEW SUPPORT OF HMOs--FISCAL YEAR 1972

In fiscal year 1972 HEW continued to support HMO research
and development with funds appropriated under the same legis-
lative authorizations used for fiscal year 1971 grants and
contracts--namely sections 314(e) and 304 of the Public Health
Service Act (42 U.S.C. 246 and 242(b)) and section 1110 of the
Social Security Act (42 U.S.C. 1310). In addition, during
fiscal year 1972, HEW awarded other grants and contracts under
the authorizations contained in sections 513 and 910(c) of
the Public Health Service Act (42 U.S.C. 229(b) and 299(j)).

The legislative authorizations used to award HMO grants
and contracts in fiscal year 1971, as stated in our March 27,
1972, report and also used in fiscal year 1972 are as follows:

--Section 314 (e) of the Public Health Service Act author-
izes the Secretary of HEW to provide grants to any
public or nonprofit private agency, institution, or
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B-164031(4)

organization to cover part of the cost of (1) providing
services to meet health needs of limited geographic
scope or of specialized regional or national signifi-
cance or (2) developing and supporting, for an initial
period, new programs for providing health services.

--Section 304 of the Public Health Service Act authorizes
the Secretary of HEW to contract for research, experi-
ments, or demonstration projects for developing new
methods, or improving existing methods, of organizing,
delivering, or financing health services.

--Section 1110 of the Social Security Act authorizes the
Secretary of HEW to make grants to States and to public
and other nonprofit organizations and agencies to pay
part of the cost of research or demonstration projects
which will help improve the admir*-tration and effec-
tiveness of programs carried on or assisted under the
Social Security Act.

The legislative authorizations.used to award HMO grants
and contracts in fiscal year 1972 but not used in fiscal year
1971 are as follows:

--Section 513 of the Public Health Service Act authorizes
the Secretary of HEW to use up to 1 percent of certain
HEW appropriations for evaluation, either directly or
by grant or contract, of various HEW programs.

--Section 910(c) of the Public Health Service Act au-
thorizes the Secretary of HEW to support research,
studies, investigations, training, and demonstrations

to maximize the utilization of manpower in the delivery
of health services.

HEW has provided the following fiscal year 1972 financial

support for HMOs under the several authorities available for
such support.
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Public Health Service Act

During fiscal year 1972, the Health Services and Mental
Health Administration (HSMHA) awarded 77 grants and 51 con-
tracts totaling about §15 million under authorizations in
this act. 1In general, grants were awarded for planning and
developing HMOs and contracts were awarded for technical as-
sistance to HSMHA in managing and evaluating the HMO program.
The grants and contracts were awarded in accordance with the
various authorizations in the act, as follows:

--46 grants totaling about $3.2 million were awarded in
the first half of fiscal year 1972 under section
314(e). (See app. I for a list of the 46 grants.)

--31 grant< totaling about $4.4 million were awarded in
June 1972. 0f the 31 grants, 29, totaling about
$4.2 million, were awarded under section 910(c) and
two, totaling about $i66,500, were awarded under sec-
tion 314(e). In addition, about $41,000 of section
314(e) funds were used to supplement section 910(c)
funds for one of the above 29 grants. The 31 grants
were continuation grants of either those awarded in
the first half of fiscal year 1972 and listed in ap-
pendix I of this report or those awarded in fiscal
year 1971 and listed in the appendix of our March 27,
1972, report. Because the continuation grants have
the same purposes as those already listed, we are pro-
viding only the names of the grant recipients and the
amount of each of the 31 grants in appendix II of this
report.

--51 contracts totaling about §7.4 million were awarded
in June 1972. The legislative authorizations used to
finance these contracts were (1) section 910(c)--for
about §5 million, (2) section 304--for about $2 mil-
lion, and (3) section 513--for about $§400,000. (See
app. III for a 1list of the 51 contracts.)

Thus the authority principally used to award HMO grants
and contracts during fiscal year 1972 ($9.2 million of the
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B-164031(4)

$15 million) was section 910(c) of the act. The activities
authorized by scction 910(c) are carried out by an HSMHA com-
ponent which is called the Regional Medical Programs Service
and which, among other things, supports grants and contracts
that on a regional basis bring together in a common effort
the local medical centers, hospitals, and other health-care
facilities; health-care providers; and other resources to
systematically identify health problems and undertake
solutions.

Senate report 92-316--issued by the Senate Committee on . ¢ $'?

Appropriations--concerning HEW's 1972 appropriations, stated,

with respect to HMO support under regional medical programs,

that one of the most promising potential improvements in the
delivery of health care was HMOs, group practice plans, and

other adaptations of prepaid health care. The Committee felt

that the regional medical programs were perhaps in the best
position to contribute effectively to proving such HMO pro-

posals and specifically approved part of the increase in fiscal
year 1972 funds over 1971 funds to be used for such purposes.

Social Security Act

Although the Social and Rehabilitation Service (SRS)
awarded 15 grants totaling about $1.1 million in fiscal year
1971 under section 1110 of the act, it awarded only two
fiscal year 1972 grants, totaling about §277,000. These
grants were made to the following recipients:

--District of Columbia Department of Human Resources,
Washington, D.C. ($222,000 to evaluate a Group Health
Association of Washington, D.C., project involving
about 1,000 Medicaid enrollees and to help set up a
new center connected with the association).

--Group Health Planning of Philadelphia, Philadel-
phia, Pa. ($55,000 to evaluate the problems involved
in marketing and in recruiting low-income HMO enroll-
ees). '




B-164031(4)

HEW SUPPORT OF HMOs--
APPROPRIATION REQUESTS FOR
FISCAL YEAR 1973

HEW officials advised us that the amount of support for
HMOs in fiscal year 1973 was dependent largely on the future
status of HMO legislation pending before the Congress. In
HEW's budget justifications we found only one specific dollar
request for HMO support for fiscal year 1973. This request
was for $2 million under the authority of section 304 of the
Public Health Service Act. HEW justified continuance of HMO
research and development under other legislative authorities
but showed no specific amounts.

An HSMHA official cited the following bills as those
which could affect the fiscal year 1973 HMO support level.

-~-House bill 5615 and Senate bill 1182 were introduced
in the Congress in March 1971 to encourage the estab-
lishment and utilization of HMOs, particularly in
medically underserved areas. The purposes of the leg-
islation are to be accomplished through grants, con-
tracts, loans, and loan guarantees.

--House bill 11728 and Senate bill 3327(1) were intro-
duced in the Congress in November 1971 and March 1972,
respectively. These bills have purposes similar to
those of House bill 5615 and Senate bill 1182.

An HSMHA official has informed us that the level of
spending in fiscal year 1973 would depend upon whether any
new legislation--such as the above--is enacted.

1Senate bill 3327 was approved by the Senate Committee on
Labor and Public Welfare on Junc 17, 1972. It provided
about $6.4 billion to be used for HMO planning, development,
and operations; quality-of-care control; and medical serv-
ices. The funds were proposed for use over 3 fiscal years
ending June 30, 1975,
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On the basis of fiscal year 1973 budget requests and our
discussions with HEW officials, HEW plans for support of HMOs
in fiscal year 1973 are as follows.

Public Health Service Act

Under section 304 of the act, HEW requested fiscal year
1973 funds of $2 million for HMO evaluation. According to the
fiscal year 1973 budget justification, HMOs will be studied
with respect to such factors as enrollment; benefit structure;
utilization patterns; monitoring of services, costs, and
quality of care; and financing services. The studies will
make possible a comparison of HMO costs and efficiency with
those of other forms of medical practice organizations.

Section 314(e) project grants provide a means to help
upgrade the delivery of health services. Priority for award-
ing grants is given to comprehensive health service programs
which provide primary care and a broad range of ambulatory
services through a network of comprechensive health centers to
medically underserved urban and rural neighborhoods. For fis-
cal year 1973, HEW plans to assist the health centers to im-
prove their management capabilities and to assist them to
develop financial plans so they may recover increasing amounts
of their cost of operation through third-party payments.

Where possible, increasing the centers' potential for becoming
HMOs or HMO components will be emphasized.

Under section 910(c) the Regional Medical Programs Serv-
ices is to provide programs aimed at enabling existing health
manpower to provide more and better care and training and more
effective utilization of new kinds of health manpower. New
funds are to be used to plan and develop area health education
centers, which will be sources of manpower for HMOs.

Social Security Act

For fiscal year 1973, HEW proposes to direct research
under section 1110 toward studies of innovative health-care-
delivery systems, particularly HMOs. An HEW official informed
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us that as of May 1972, about $1.7 million was being con-

sidered for fiscal year 1973 support of HMOs under that
authority.

Section 402 of the Social Security Amendments of 1967
(42 U.S.C. 1395b-1) authorizes the Secretary of HEW to develop
and engage in_incentive reimbursement experiments under titles
XVIII and XIX' of the Social Security Act. Under this section,
physicians, organizations, and institutions can receive reim-
bursement for services in any manner mutually agreed upon
between the Secretary of HEW and the physicians, organizations,
or institutions, to demonstrate the effect of incentive-type
reimbursement on the efficiency and economy of health services
without adversely affecting the quality of such services.

A Social Security Administration (SSA) official informed
us that although, as of June 30, 1972, no contracts for the
study of HMO-type projects had been awarded pursuant to sec-
tion 402, negotiations for two such contracts were nearing
completion. These contracts, which should be awarded shortly,
are estimated to total $550,000 and will cover 3-year periods.
The contractors and the estimated amount of each contract are
as follows:

Kaiser Foundation Health Plan, Oakland, Calif. $500,000
Group Health Cooperative of Puget Sound,
Seattle, Wash. 50,000
Total $550,000
1

Titles XVIII and XIX of the Social Security Act established
the Medicare and Medicaid programs, respectively. These pro-
grams provide certain groups of eligible persons with protec-
tion against the costs of health-care services.
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SSA officials contemplate that two additional contracts
may be awarded for HMO experimentation, but we were informed
in June 1972 that the estimated amounts of such contracts
have not yet been determined.

% E * * %

We trust that the foregoing information is responsive to
your request. We plan to make no further distribution of this
report unless coplies are specifically requested, and then we
shall make distribution only after your agreement has been ob-

tained or public announcement has been made by you concerning
the contents of the report.

Sincerely yours,
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5}3 43‘3’f/

popntd 4 Comptroller General
* of the United States

The Honorable Barry Goldwater, Jr.
l{ House of Representatives
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Recipient

Maricopa Foundation for Medical Care,
Phoenix, Ariz.

Department of Family and Community Medi-
cine, College of Medicine, University
of Arizona, Tucson, Ariz,

Contra Costa County Medical Service,
Martinez, Calif.

John Hale Medical Soclety, Inc.,
San Francisco, Calif,

St. Joseph's Hospital,
San Francisco, Calif.

University of California,
San Francisce, Calii.

Health Services Alliance of San Jose,
ne,
San Jose, Calif,

Watts Extended Health, Inc.,
Los Angeles, Calif.

University of Colorado Medical Center,
senver, Culo.

Poudre Valley Foundation for Medical
Care,
Fort Collins, Colo.

Rocky Mountain-Grand Junction County
Medical Society,
Grand Junction, Colo.

Bridgeport Hospital,
Bridgeport, Conn.

Medical Society of Delaware,
Wilmington, Del.

Metropolitan Atlants Foundation for Med-
ical Care, Inc.,
Atlants, Ga,

Hawaili Medical Service Association,
Honolulu, Hawaii

(MA-IM) Incorporated,
Chicsgo, 111.

$

APPENDIX I

4o GRANTS AWARDED DURING FISCAL YEAR 197¢

BY HEW FOR RESEARCH AND D&\ ELCPMENT OF

HEALTH MAINTENANCE ORGANIZATIONS FURSUANT 70

Amount of grant

80,000

125,000

101,000

25,000

25,000

156,349

31,500

193,983

84,434

25,000

20,000

72,225

25,000

83,000

125,000

98,840

SECTION 314(e) OF THE PUBLIC HEALTH SERVICL ACT

Beseription

This foundarior, sponsored by the Miricopa County Medical Society, provides serv-
ices througl. commercialls insured plans to 65,000 persons. Through the HMO
grant, the toatdiiton plams to ofter prepaid services to 1ts subscribers and w:ll
closely cooperate with rhe Uffice or Econc-ic Opportunity (OEO) health nerwork in
the same aresa.

This university-sponsored HMO will <erie aa urbar (Model Cities) and ruril popa-
lation of 35U,LUC in Pima County., 7'e estimated envollment is 50,000 to 60,0
people.

This hospital-based group operates a health delivery system for the medically in-
digent in Contra Costa County. Tre iatent of the grantee is to expand its nesith
services on a prepaid basis te groups other than those currently served. The
area's population is 2,000,000,

This sponsor represents the black physicians in San Francisco who plan an HMO
geared to the medically underserved, 75 percent of whom are title XIX bencfieizr-
ies. Imtial enrollment emphasis will be on the B5,u00 residents of the Western
Addition and Haight Ashbury communities, mostly black,

This hospital, wiich has 200 beds and 70 physicians, is planning an HMO with 40 of
the hospitel staff physiclans.

This combined university and physician medfcal society HMO will serve the San
Francisco Bay Area. It expects to begin HMD operations 12 months after the start
of the award.

The purpose of this project is to develop a centralized HMO model emanating from
a hospital and an ambulatory-care center. The original grant has been supple-
mented to expedite the marketing program.

This administrative, umbrella-type MO plans to serve the Watts area. A high
percentage of the area's population is living st the poverty level.

This medical~school-based HMO will serve the Denver metropolitan area and outly-
ing towns with a population of 1,154,003, The grant pruposes to determine .1I an
HMO is feasible and, if so, wnich type of organization best fits the medical
school structure.

The foundation is planning an HMO in Larimer County, with a population of 89,200,
Tts goals are to reach both urban and rural areas, and it will have two hospizals
participating, There are 61 physicians, 90 percent of the area's total, who
formed the foundation.

This project proposes to develop a medical-society-foundation-based HMO in a ma-
ral area which covers 30,000 square miles and has a population of 175,000,

This 483-bed inner-city community teaching hospital, affiliated with Yale Univer-
sity, is developlng a hospital-based prepaid group practice model HMO in the cen-
tral Bridgeport metropclitan area., The service-area population fs 310,000,
About one-fourth of all families ere living at the poverty level.

Thts project is to determine the feasitility of establishing a statewide KMO *aat
could serve all of Delaware's 58,000 residents. The +MU would cootrdinate the
services of physicians working out of rhetir individual offices and would operate
a central office to aid patierts on a Zu-hour basis. The HMO would continually
reevaluate the services and promote lmprovements,

The primary objective Is to plan and develovo a program which, at the end of the
planning year, will provide the mechanism fpr imolementation of a foundation-
based HMO. The purpose o! the foundation will be to dispense services from ghy-
siclans' coffices on a prevaid basis. 7The services would be directed mainly to-
ward Govermment emplovees and bereficiaries of Govermment progrems. Studies of
marketing, financing, and organization will be nade.

This insurance-basod recipieat was fuunded in 1936 to market comprehensive health
plans emphusizing outpatient services. Grant funds will help develop an urbrella
HMO and will help marxet the HMO plen as an option to the recipient's present
service plans. It now proviges s.rvice to over /o percent of Hawaii's total
populaticn of 768,00¢. The plan will serve 1sclated island groups, as well ss
urban centers, through scatterec yrouy practices within the HMO.

CMA 45 now coauosed mainlv of amrulatorv-care facilities; that is, three existing
clinmes, one clinic tu ¢ en whortly, ona one in the conceptual stage. 1t will
become associatea with Illineis Masuiie Hospital and will provide comprehonoise
medical care to an estimated 30,000 families in the 1nner city of Chicago tu be-
gin with. 1t has a long-ters geal of 100,000 families,
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APPENDIX I

Recipient Arount of graat
Bedford Medical Center, S AUNUE

Bedtord, lnd.

Rural Health associaves, 33, um
Farmington, Maine

Detroit Health Facilaty, Inc., 25,000
Detroit, Mich.

Mercy Hospital-Street Memor:al, £L,000
Vicksburg, Miss.

Model Cities Department, City of Kansas LU0, 000
City,
Kansas City, Mo.

Hospital Center at Orange, 85,103
Orange, N.J.

Jonathan Pitney Medical Associates, 68,725
Ventnor, N.J.

.

Lovelace-Bataan Medical Center Presbyte~ 24,920
tian Medical Services,
Albuquerque, N. Mex.

New Mexico Health Care Corp., 25,000
Albuquerque, N. Mex.

long Island Jewish Medical Center, ¢ 84,641
New hyae Park, N.Y. "

Health Orgenization of Wyoming County, 25,000
s Warsaw, N.Y.

University of North Carolina at Chapel 125,000
Hill,
Chapel Hill, ¥.C.

Blue Cross of North Dakota, 25,000
Fargo, N. Dak.

Columbus Health Care Plan, Inec,, 25,000
Columtus, Ghio

Marion health Foundation, Inc., 25,000
Marion, Ohio

Northeastern Qhio Healuin Care Foundation, 112,000
Yaungstown, Ohio

Emanuel Fospital, 100,000
Portl ind, Oreg.

GCelsingel Medical Center, 146,000
Danville, Pa.

Description

B loord Medical Center {s composed of a group practice of 15 physiclans adjacent
v bevear old, 117-req peneral hospital serving 200,000 per<ons around the
county seat of Lawrence., T grant will help set up a haiser-type organizatioa
using mainly exiwtiag reseurces,

T 4= group i.o presectlv developling an HMC for the poor under a mllion-dullar QEC
graot,  Luaer thi- WY graat 3- proposes to extend these OEO efforts to the noid-
dle and working classes. Tnhete are approxamately 29,000 individuals living
witmin the service area ot rhe proposed HMO.

This physician-orientes toundstion's goal is to establish an HMO network in De-
sroit., The foundatior stem« trom the Model Neiyhborhood Comprehensive Health
trograms,

This will be a hospital -basea HMO with inpatient facilities consisting of 20
teds and a clinie which adjoirs the hospital. The clinic consists of office
SpAce ana examining rooms ror X clinic physicians who serve on the hospital
staff, Also adjacent to *he hospital is a progressive-care unit (20 beds). The
service area has a populstion of more than 30,000.

The Kansas City Model Cities Department is planning to develop an HMO to serve
the metropolitan area's ponulation of 507,000,

This HMO will be established as a part of the Hospital Center at Orange, which
serves a population of 193,000, The focus of service will be on the inper-city,
low-income area. The enrollwent in the HMO is expected to reach 10,000 persons
the first year.

This project seeks to support an HMO to service the Greater Atlantic City area
and the surrounding offshure conrunities. Base population is 176,000 (24 percent
elderly) with & rourfold increase during the summer. Seasonal economy acusunis
for a very high pcverty index. This project is sponsored by a physiciaas group
vwhich has as 1t3 objective the development of an areawide comprehensive, Lealth-
care service.

This combined urban-rural HMO in northern New Mexico and southern Colorado antic-
ipated becoming operational by June 1972, The supplemental funds were requested
to expedite the operational phase. The HMO 15 expected to serve Metropolitan Al-
buquerque, as well as Anglos, Chicanes, and Irdians in an area of sparse popula-
tion and poor transpertation .n nortnern New Mexico.

This physician-hospital organization will develop an HMO to serve the Albuguerque
area {population 380,000), There are two cooperating hospitals in the area:

St. Joseph Hospital and Presbvierian Hospital Center. The services will be atmed
at all sagments of the powuloiion with emphasis toward low-income groups.

This 450-bed Jewish Medical Center proposes to develop a hospital -based prepaid
group practice model HMO in the urban area of Queens, Nassau, end Suffol¥ Joun-
ties. The population of the area comprises lower socioeconomic¢ and middle
classes, Estimated enrollment i= 15,000 to 17,000 the firsc year, 17,000 to
20,000 the second year, and 20,000 to 25,000 the third year,

Thls organization plans a hospital-sponsored HMO serving Wyoming Countv, with a
population of 37,000. The three primary abjectives are (a) tne developaert of
two health centers beyond the two existing centers, (b) the development of an
ambulatory-care exchange betwzen the centers, and {c) the development of a com-
prehensive healtn-care plan for the area.

This university-based proposed MO will service the Chapel Hill township and sur-
rounding area, whicn have a povulation of approximately 90,000 and an anticipated
HMO enrollzent of approximately 69,000, Expected earollees represent all income
groups., There are three health centers (one of which Is in operation nu.).

borth Carolina Memorial Hospital and faculty meswbers of the Unlversity Medical
Center will render their support as needed.

This insurance company plant to investipate HMD feasibility in the Bismark-Mandan
area with a population of 50,000, The HMO model which will emerge may be trans-
posable to other areas.

This physiclan group practice in Columbus hopes to enrell 20,000 persons in a
health delivery network in Ffranklin County,

This physician-based, nonprofit Health Care Corporation plans to become fully op-
erational as an HM) bty Jure 1973 in Marion County, Ohio, which has a pepuiatlon
of 100,000 composed largely of rursl farmers. 1Tne city of Marion has two haspi-
tals which serve 28,000 residents, many of whom are tlue-collar union wiriers,

This is an effort to start an HMO in Youngstown, sponsored by various unions and
consumer group'., The unions have indicated sn HMO need and represent u, M0 em-
plovees. The objective is to enroll between 20,000 and 30,000 persons by July
1973.

This hospital group will sponsor an HM) targeted at the Model Cltles residents in
fartlan.., The huspital has «74 beds for acute care, 80 beds for ex.ended care,
four selt-care teds, and 6% tassinets. 7This, the largest voluntary hospizal in
Orcpon, serves tortland, Multnomah County, and many adjacent areas., lhe emphasis
will te toward the pour,

This large multispec lalty medical clinic in rural central Pemnsylvanis has oper-
ated for veirs as a tee-ror-setvices ciinic., 1t now wishes to conve:t te an BMO,
which 1t teels will better serve the area's population (228,000)., lhe early tar-
ger carollment 1s approximately 3,000 persens, Emphasis will be ou reduced cost
of health care, contuner education, prevention, and treatment.

RIS AT AT



Recipfent

Health Service Plan of Pennsylvamia,
Havertown, Pa.

Community Health Association of Westernu
. Pennsylvania,
Pittsburgh, Pa.

HMO South Carolina, Inc.,
Charleston, S.C.

South Carolina State Board of Health,
Columbia, S.C.

El Paso Hospital District,
£l Paso, Tex.

Galveston County Coordinated Community
Clinics,
la Marque, Tex.

Scott and White Memorial Hospital,
Temple, Tex.

Ogden Clinic Foundation,
Ogden, Utah

Group Health Association of Utah,
Salt Lake City, Utah

Bainbridge Medical Center,
Bainbridge Isliend, Wash.

Northern Pacific Beneficial Asssclation
Hospitals, Inc., Puget Sound Hospital,
Tacoma, Wash.

Wyoming Health Service Co., Inc.,
Cheyenne, Wy,

Total

Note: Souyrce, HEW,

Amount ol grant
atouih Bt

5 169,000

200,000

25,000

25,000

25,000

25,000

25,000

66,000

35,000

25,000

96,200

50,000

§3,204,222

APPENDIX I

Descriptinn

Tris progra™, =iin orgsniaationst s‘ructarev, perating concepts, contracts, and
Ceoefit LDl PALTOt e A1ICE Cre Yauscr Floy, will ultimately be ava:ilalle
un a dual-cruice ba *uoallote 1t ot tre Greater Priladelphia area, witt a
popalation ef - rillion Tre progran will incarperzte toth prepaid group pra. -
r1ce and fec-IO0r 3 TVLCe M. 1. vate. Thas will o tablish an areawide delivery
syster, making use 0! exisrting rac:lities, services, and manpowet,

The Comrunity Yealtr A-sociation ot Western Petrsylvania is a coalition of major
aions with support of tie L.iversitv of Pittsturgh Medical Center. The service
area of western rea”sylvaria hes a pojuiation of .2 million. There are large
runbers ol Medicare 102 Mediu4la palients {n the area which do not receive ade-
quate medical care. The expected imitial enrellment is 20,000, rapid expansion
teing expected 3. ww Serviully centers are opened.

This recipient plars te esrablish an ¥MO 1n the cemminity designed to fully utl-
lize existing tacilities ang ~edical personnel. The service area is composea of
Betkeley, Crerlaston, ~nd Dnarchestar Lounties and h.s a population of 350,000, of
which half live in rural area2s. dalf the population live at the poverty level,
and half the population are under 19 years of age.

The Governor of South Carolina initiated this action to study the feasibilitv of
a statewide HMU. This project is airected at the i~provement of the health ot
the pecple by cooperative participation of the State goverrment and major provid-
ers of health services.

This hospital intends to develop an HMO to serve & predominately Mexican-American
population.

This family-oriented HMO planning grant is to explore the possibility of an HMO
in the Galveston area. It began as a neighborhood health center approach to com-
munity health services.

This hospital, foundation, and clinic combination includes 110 physiciens and 308
beds and nas 50 years' experience in prepaid medicel care. The target area is
Bell Couniy, wnere an atterpt to reach a broader, heterogeneous population for
HMO activity will te made.

This clinic-based HMO plars to enroll between 25,000 and 30,000 people in this
clipic-served area wnich hes a populatior of 200,000, Its goal is to have an en-
rollment which is composed 25 to I percent of poor pecple.

The otjective is to develop the consumer component of an HMO structure to serve
the Provo to Ogdeon Wasatch Front area which has a rapulation of 1,000,000, Tn:s
preject cennot stand alune; it is one segment of thz areswide HMO to become oper-
ational by December 1972, The project will enroll 5,000 persons initially.

This is a srall physician groun plan to establish en HMO in an outpatient clinic
in & rural area--an island in ncrth pitsap County--shich had a population of
28,000, The island®s inhabitants sre of a diverse ethnic mix.

This is a hospital-sponsored HMO with a target population of 450,000 in Pjerce
County. It has previous experien.e in prepaid mecical care, Two large uniouns
are working with the recipient.

This is a foundation-sponsored group with good local support to develop an HMD in
Wyoming. The area is rural Sweetwster lourty, which has e populatilon of more
than 29,000, The erea is underserved wedically. FPhysicians and hospital yroups
will participate in the program.
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APPENDIX II

CONTINUATION GRANTS AWARDED
DURING FISCAL YEAR 1972 BY HEW
FOR RESEARCH AND DEVELOPMENT OF

HEALTH MAINTENANCE ORGANIZATIONS
PURSUANT TO SECTIONS 910(c) AND 314(e)

OF THE PUBLIC HEALTH SERVICE ACT

Recipient

Florida Health Care Plan,
Daytona Beach, Fla.

Health Facilities Research, Inc.,
Port Charlotte, Fla.

Group Health Foundation,
Rochester, N.Y. (note a)

Blue Cross of North Dakota,
Fargo, N. Dak.

Shawnee Reglon Health Maintenance System, Inc.,
Carbondale, Ill. (note b)

Montefiore Hospital and Medical Center,
New York, N.Y.

HMO South Carolina, Inc.,
Charleston, S.C.

South Carolina State Board of Health,
Columbia, S.C,

Consumer Cocperative Group Health Flan,
Saint Paul, Minn.

Group Health Cooperative of Puget Sound (Olympial,
Seattle, Wash.

Mt. Sinai Hospital,
New York, N.Y,.

Cuyahoga County Hospital,
Cleveland, Chio

Alamosa Community Hospital,
Alamosa, Colo.

Amount of
grant

$ 208,000

103,828

334,110

120,300

50,000

63,408

112,440

121,764

100,000

66,500

145,975

20,000

180,578

%5hown as Blue Cross/Blue Shield in appendix I of the March 27, 1972,

report.

bShown as Carbondale Health Plan in appendix I of the March 27, 1972,

report,
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neclpient

Health Services Alliance of 5an Jose, inc.,
San Jos2, Cali:.

Lutheran Hospital of Southern California,
Los Angeles, Calif.

Harvard Community Health, Inc.,
Boston, Mass.

Georgetown University,
Washington, D.C.

Matthew Thornton Health Plan, Inc.,
Nashua, N.H.

Abnaki Health Council
Claremont, K.H.

Marion Health Foundation, Inc.,
Marion, Ohic

Abraham Lincoln Memorial Hospital,
Lincoln, 111,

Detroit Health Facility, Inc.,
Detroit, Mich,

Lovelace-Bataan Medical Center & Presbyterian
Medical Services,

Albuguerque, N, Mex.

New Mexico Health Care Corp.
Albuquerque, N, Mex.

John Hale Medical Society, Inc.,
San Francisco, Calif,

Nassau Medical Services Foundation,
Garden City, N.Y.

Bexar County Medical Foundation,
E San Antonio, Tex.

Rocky Mow:tain-Grand Junction County Medical Society,
Grand Juncticn, Colo.

Poudre Valley Foundation for Medical Care,
Fort Collins, Colo, !

Medical Care Foundation of Sacramento,
Sacramento, Calif.

Foundation of Medical Care - Sonoma County
Santa Rosa, Calif,

Total

Note: | HEW

APPENDIX TI

Amount of
grant

$ 219,850
290,855
191;224

29,312
21,375
161,136
115,000
20,000

70,000

188,255
224,600
208,104
110,000
122,340
210,036
163,427

190,367

169,461

54,402,245



APPENDIX III

51 CONTRACTS AWARDED BY REW FOR

HMO PROGRAM TECHNICAL ASSISTANCE PURSUANT TO

SETTIOND 910 (¢), 304, AND 513 OF

1#E PULLIC HEALTH SERVICE ACT

Recipient Amount of contracr
The American Rehabilitation Foun- $ 130,000

dation,
Minneapolis, Minn.

Martin E,* Segal Co., 90,954
New York, N.Y.

Kappa Systems, Inc., 57,500
Arlirgton, Va.

Health Resources Associates, Inc., 78,540
Bowie, Md.
Sociometrics, Inc., 8,857

Silver Spring, Md.

National Medical Association Founda- 199,640
tion, washington, D.C.

American Association of Medical 200,000
Climcs,
Alexandria, Va.

Litton Biometrics, Inc., 149,888
Bethesda, Md.

Medical Group Management Association, 69,790
Deaver, Colo.

Association of American Medical 329,571
Colleges,
Washington, D.C.

American Association of Foundations 197,260
for Medical Care,
Stockton, Calif.

flarvard University, 245,000
Cantridge, Mass.

ABT Associates, Ilnc., 68,299
Cambridge, Mass. -

Aspen Systems Corp., 18,500
Pittsburgh, Pa,

Penobscot Bay Medical Center, {a)
Rockport, Maine

Community Health Centers Foundation, 100,500
Salt Leske City, Utah

54§y1and Health Maintenance Commission, 300,000
no,,

Baltimore, Md.

Genesee Region Health Planning Council, 147,901
Rochester, M.Y.

Health Resources Associates, Inc,, €o,890
Bowie, mMd.

Georet, Inc., 163,093

Rockville, Md.

Geomet, Ine,, 90,832
Rockville, Md.

Soclometrics, Inc., 50,000
Silver Spring, MJ.

Descriprion

Te perform research, concsultation, and technical assistance services fer P'&MHA
and to key organizations in tne private sector in & manner that will maxe the
products of the contractor's efforts available to the greatest numher of po-
tential HMDs,

To provide to HMO developers throughout the country actuarial consultatjon and
written repcrts as directed by HSMAA.

To develop the methodologv for, and to carry out an evaluation of, the moni-
toring and techrical assistance functions of HMOs. This will essentially
involve evaluation of <nhe resources and strategy teing used by HMOs to fos-
ter their developuent

To develop the merhodology for, and carry out an evaluation of, the murketing
and enrollment strategies used bv HMO grantees and to pay particular atten-
tion to their efforts to enroll low-income and medically underserved greups.

To perform functions and tasks which will enatle the contractor to provide to
HMOs the necessary report and recommendations on the development of tne
mechanism for assessing the effect of minority community involvement in the
HMOs.

To establish an Office for Health Maintemence Organization which will arsist
individuals ani organizations i{n the escablishment of organized health-care-
delivery svstems, The contractor will use its newly created Office tc ren-
der generael assistance to, and to work toward the establishment of, three
HMOs,

To plan and carry out activities directed toward the development of a: least
five HMOs by identifying the ...,. factors and forces which impede or acvance
the development of medical clinics to HMO status.

To implement and evaluate a marketing model in an HMO environment.

To establish an information and data center on the management aspects of EMOs
and to give special emphasis to the group practice model.

To plan and carry out activities directed toward the development of at least
five HMOs in university medical centers.

To plan and carry out activities directed toward the development of at least
five MOs and to identify the major factors and forces which impede or ad-
vance the development of Foundations for Medicsl Care to HMO status.

To develop a list of potential organization for the development of Health
Maintenance Organization Data Demonstration Centers.

To develop a model that csn be used to project HMO characteristics for man-
agement planning and evaluation purposes,.

To update the digest of State laws affecting HMJs and medical group practice
plans of both the prepaid and fee-for-service models. Pending Federal leg-
1slation and indexes for statutes and cases will be included and will be
updated through March 1, 1972,

To perform the planning tasks and carry out the developmental activities
leading to the operstional status of an HMO.

To asserxtle, anslyze, select, and document information critical to the devel-~
opment of H¥Os in the area, Emphasts is to be placed on the effective cevel-
opmental support of those organizations already identified as potential ¥M0s.
do.

do.

To develop an evaluition plarn to assess the performance of HMOS in the period
during wiich they build errollment,

Tu develop criteria tor evaluating selected HMOS.

To develop an evaluation methodology for HMOs,

To sel up a guide for the development and evaluation of arbitration panels
for the resolution of enrollee disputes arising ln HMOs.
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Recipient
Recipient

Aspen Systems Corporation
Pittsturgh, Pa.

A, T. Kearney, Inc.,
New York, N.¥Y.

2

Syster Sciences, Inc.,
Bethesda, Md.

Macro Systems, Inc.,
Silver Spring, Md.

ABT Associates, Inc.,
Cambridge, Mass.

Arthur Young & Co.,
Hew York, N.Y.

Kappa Systems, Inc.,
Philadelphia, Pa.

The Health Management Group, inc.,
Atlanta, Ga.

Peat, Marwick, Mitchell & Co.,
Chicago, I1l.

Texas Instruments, Inc.,
Dallas, Tex.

Peat, Marwick, Mitchell & Co.,
Kansas City, Mo.

Kappa Systems, Inc.,
Denver, Colo.

Health Management Systems, Inc.,
San Francisco, Calif,

Arthur Young & Co.,
Seattle, Wash.

Group Health Association of America,
inc.,
Washington, D.C.

Geomet, Inc.,
Rockville, Md,

Rappa Systems, Inc.,
Arlington, Va.

A. T. Kearney & Co.,
New York, N.Y.

American Public Health Association,
Washington, D.C.

Research Triangle Institute,
Research Triangle Park, N.C.

California Council for Health Plan
Al ternatives,
Burlingame, Calif.

EMSCO-Engineering and Management
Sciences Corporation,
Woodland Hills, Calif.

Small Business Administration,
Washington, D.C.

Mount Sinai School of Medicine
of the City University of New
York,

New York, N.Y.

Small Business Administration,
Washington, D.C.

e 0l

Ta,Bu

208,908

197,322

223,655

206,756

220,831

226,742

300,976

299,681

20 176

191,955

225,000

195,672

80,769

61,865

73,700

78,100

60,073

151,900

60,000

249,850

24,500

420,870

APPENDIX III

Dencript.on

To ast«ist 0. 1n developitg svsteraric monitoring and surveillance ot State
Teplelative accinit. and of Starwe any Federal court decisiovs on prepaid
EIOUD Pi~..lCC,

.
To assist developing rfGe 1n the neu ssary financial planning leading Jp %o
sperational status, 1w eaducting ca = tlow analyses, and in tne development
ot the capitation tates.

To develop tor MMOw 1 vstem of data acquisition and data processing, adapr-
atle 10 rhe varied organizational and benefit structures of HMOS.

7o develop a financial management information system capable of producing
all necessary Federal and State {1nancial datz required under law or cor-
rract. In addizion, the sys*em will be capable of producing the necesuirv
financial data for intevnil control over all operaiing cepartments.

To provide short- and long-term on site consultative services to individuals,
projects, or orgarizatlons who are seeking to create or operate an HMO.

do.
do. v
do.
do.
do.
do.
do.
do.
do.

To provide personnel to meet with interested groups to explore the implica-
tions of developing an HMO.

To undertake a l-year progrem simed at major potential financial backers of
HMO development in the private sector, such as investment bankers, commercial
bankers, pension and welfare trust funds, philanthropic foundations, and
major corporations.

do,
da,

To develop the alternatives for, and evaluate the costs and effectiveness of
inclusions of, mental, dental, and drug benefits in addition to other meiicel
services in developmental HMOs.

To conduct an in-depth study of the impact of the HMO in up to three cormun:i-
ties.

To develop, field test, and distribute natlonally an objective, validates
rating technique and/or bealth educetion and tealth information guide. The
guide is to te used by individual fiduciary agents and others whe purchase
health care for organized groups 1o assist them in making rational cheices
when selecting among alternative health-care plans and health-insurance
plans for these groups,

To develop and implement a financial management training seminar which »ill
acquaint existing HNO grartees, contractors, ard other intervested parties
with the various aspects of financial managemert within a prepaid group prac-
tice.

To provide technical assistance to HWM0s in consumer education and grievasce
procedures.

To provide 1 cleir, conuise analvsis which will include a nistorical «iudy of
consumer participation ir tne Yorhville Health Irsurance Plan in New Yoiw,

To develop the necessary educational miaterials to assist an HMO in markering
its plan to wemters of the community,
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APPENDIX IIT

Reciplent

University of Washington,
Seattle, Wash,

The Education & Development
Corporation,

Washington, D.C.

Group Health Association of America,
inc.,

Washington, D.C.

Harvard School of Public Health,
Boston, Mass.

Total

8This contract was extended in fiscal

NOTE: Source, HEW.

Amount of contract

$ 118,000
8,785
199,000
39,681
$7,367,912

Description

To develop n health status {mdex to wonitor the level of hesalth in HMOs and
other health-care-delivery systems,

To provide a clear, concise review of the nature and advantages of HMOs
through a sound slide filw preseatation.

To plan and carry out activitles directed toward the developaent of at least
five HMOs.

To provide an in-depth examination of the medical malpractice issue as it af-
fects 1MOs,.

year 1972 at no cost to the Government,
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