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CQMPTRQtLER GENERAL OF THE UNITZXI 56ATE6 

WASHINGTON. O.C. a?twa 

a 

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- 

1 cation, and Welfare’ s (HEW) financial support of health main- 7 y 
/ tenance organizations fr%s) for’ fiscal year. 1972 and HEW 

appropriation requests for such support for fiscal year 1973. 
As requested, the information b-eing 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 UXOs. 

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 bfay 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 arc as follows: 

--Section 314(e) of the Public Health Service Act author- 
izes the Secretary of 1IEW to provide grants to any 
public or nonprofit private agency, institution, or 
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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- 
merits, 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 admi-;ctration and effec- 
tiveness of programs carried on or assisted under the 
Social Security Act. 

The legislative authorizations .used to award I%!0 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. 

2 
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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. In general, grants were awarded for planning and 
developing HMOs and contracts were awarded for technical as- 
sistance to HSMHA in managing and evaluating the H&IO 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 granfr fotaling about $4.4 million were awarded in 
June 1972. Of the 31 grants, 29, totaling about 
$4.2 million, were awarded under section 910(c) and 
two, totaling about $166,50F, 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 Cl) 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 list of the 51 contracts.) 

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

3 



B-164031 (4) 

$15 million) was section 910(c) of the act. The activities 
authorized by section 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 coinmon 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. 

/  I  Senate report 92-316 --issued by the Senate Committee on Lt ? jqr? 
* ’ Appropriations --concerning HEW’s 197.2 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 HNOs, 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 spec~r *‘ically 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) . 

4 
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HEW SUPPORT OF fI)IOs -- 
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 HFIO 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 1172s and Senate bill 33271’) 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. 

k B 
1 

: 

Senate bill 3327 was approved by the Senate Committee on 
I .3 ;- Labor and Public Welfare on June 17 p 1972. It provided ,:‘I “” 

about $6.4 billion to be used for HNO planning, development, 
1, 
f L 

and operations ; quality-of -care control ; and medical serv- j// 
ices. The funds were proposed for use over 3 fiscal years ‘i 

ending June 30, 1975. 1. 
4 
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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, HFlOs 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 comprehensive 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 

6 
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us that as of Play 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 XIX1 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. 
Group Health Cooperative of Puget Sound, 

Seattle, Wash. 

$500,000 

50,000 

$_550,000 

1Titles 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. 

7 
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SSA officials contemplate that two additional contracts 
may be awarded for I-MO experimentation, but we were informed 
in June 1972 that the estimated amounts of such contracts 
have not yet been determined. 

* * * * * 

We trust that the foregoing information is responsive to 
your request . We plan to make no further distribution of this 
report unless copies 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, 

*e,@Js&yg .: co 
-” of the IJnited States 

The Honorable Barry Goldwater, Jr. 
I!, House of Representatives 
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ReCipie"c 

Merlcopa Foundation for Medical Core, 
Phoenix. Ariz. 

~q~~e.ment of Family and Community Medi- 
cine, College of Hedicine, University 
of Arizona, Tucson, ArlZ. 

contra Costa county tledical Service, 
Marrinez, Cslif. 

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

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

university of California, 
San Francisco. Calif. 

health Services Alliance of San Jose, 
Inc., 
San Jose, Calif. 

tiatts Extended Health, Inc., 
LOS Angeles, Calif. 

University of Colorado Medical Center, 
iknver, Culo. 

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

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

BL-idBeport Hospital, . 
Bridgeport, Co”“. 

Madical Society of Delevare, 
Ullmington, Del. 

Metropolitan Atlanta Foundation for Hed- 
ical Cere, 1°C.. 
Atlanta. Ga. 

Hamii Hedical Service Association, 
Honolulu, Hawaii 

cxA-1w Incorporated, 
_ Cl1icag0, Ill. 

40 CRASl-S AWARDED DCRIK F1SI.W YLAR lo’: 

Bi HFk’ FOR RE!,EAKti &SD Dt\ELL‘P%T OF 

HEAL,-?! YdlHTEXXYie: ORGAXIZATIOSS Fl’RSllk”;T -0 

SECTIOC 314(c) OF THE PJGLIC IIEALTh SERVICL ACT 

Amount of grant 

s 80.005 

125,0@0 

101,000 

25,000 

25,000 

156,349 

31,500 

193.963 

84,434 

25,000 

20,000 

72,225 

25,000 

85,000 

125,000 

98,840 

DPSCripLfO” -  

This foundarior. spo!lsored by the Harlcopa County Medical Soctety, provide? :.crv- 
ices throu~. r0nnerclal I> ln:are~ F!YI’ fe 6>.01,0 persoras. Through the tLv.0 
granr, tw io.u..~i::un plan> LD oirer prtp~i(: ser\lces to 1ts subscrlberb a:ld !..:I1 
closely cooperare w1:b -he ufflce ot Eco:,c~c @portwiry (OEO) health neruork in 
the 5ame are*. 

this university-sponsored ‘HHO will \er\e an urbar (MC&~ Cities) end rur>l popa- 
lation of 33U.UUL in P:xl cauniy. 7.2 estimated enrollaent 15 50,000 to bO,NG 
people. 

This hospital-based gyoup operate5 a t,ealth dellvery system for the medically i”- 
digent in Contra Costa CJUII~>. TIC :.;te”t of the grsncce is to expsnd irs neY!th 
services a,~ d prepaid basrs to groups other than those currently serwd. TI-.r 
zrea’s population is 2,000.000. 

This soonsor teoresents the black ohvsicians in San Francisco who plan an H?+C 
&red to the &dically underserveh ’ 75 percent of whom are title %1X bencficiir- 
ies. Inxcaal enrollnent emphasis “Ill be on the BS,uUO residents of the Western 
Addition and Ha:ght Ashbury communities, mostly black. 

This haspital,wkich has 200 beds and 70 physicians, is planning a” HZ6 vitb 4C of 
the hospital staff physicians. 

This combined university and physicisn medical society HHO will serve the SA” 
Francisco Bay Area. It expects to begin fit-B operations 12 months after the sEZrt 
of the award. 

The purpose of this project is to develop a centralized HHD model emanating from 
a hospital and an ambulatory-c+re center. The original grant has been supple- 
mented to e*prdlte the marketing program. 

This administrerive, umbrella-type m plans to serve the Watts area. A high 
percentage of the area’s population is living at the poverty level. 

This medical-school-based !iMO vi11 serve the Denver aztropolitan area exd ou:iy- 
ing :owx viz.7 a po?i;ia:;oo oi l,;ti,CSS. The ,qiar,c proposes to determine ;I b” 
IDO is feasible and. if so, wnxch type of orgenlzazio” best fits the medical 
school structure. 

The foundation is planning a” HMO in Lorlmer County, with a population of 89,caO. 
TCS goals sre to reach both urban and rural areas, ad it will have two h<~spirals 
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 N- 
ral firea vhich covers 30,000 square miles and has a population of 175,000. 

This 483-bed inner-city cornx”itv teachinn hosoital. affiliated with Yale Uniter- 
sity, is developing a hospital-b&d prep;id &&up prsc:Ice model HJ?O in the cen- 
tral Bridgeport r.erropclita” drea. The service-ares poputatlon is 310,000. 
About one-fourth of all iarr.llies ore living at the poverty level. 

This project is to dc:ermine the fensltillty of esrablishlw a statewide RIO -not 
could serve all of Delaunre’s 58.000 residents. Tte .WJ would cootdinare the 
services of phys1clar.s working cat of rhelr indivldunl offlces and would operr:e 
a central office to aid pnt1er.t~ on a &-hour basis. The RHO would conti”unl’,y 
reevaluate the services and promote improvements. 

The prirary obfeccive is :o plan and dewloo a proprsm which, at the end of ti.e 
pla”ni”B year, will provide the mechLtni!w for in?lc-wntstion of a foundation- 
based HW. The pzrpoae of the iour.da:lo? will be to dispense services fmm p?q- 
sicians’ offices 0” R preoaid basis. The services vould be directed mninly :“- 
ward Covernxwnt eqloyees and bewfxciarles of ;ovcrnmcnt programs. Studies of 
msrkcting, ii:la”C?LE, end org~;:izs:~on wiL1 be made. 

This i~~~ra~+ba~d re~iple?~ %~s fuaxIcd I” i436 to market romprehensl~e health 
plans enphbs1zi”g outiatli-7: SPTVIC+>. Grant futids all hklp develop an urp,reils 
HMO and will h&p mar~+t the HnO slnr. 8s a” option to rhr recipim7~‘9 pr~‘~cn: 
service plans. It no*’ ?TOVlclCb SLrYk‘e to LNer :o percent of Haail’s rota1 
populatirn of 76d,il&l. The ~.:nr, ~111 serve tsclarcd island groups, as well ins 
urban ce”ter~, thrwph SCBtierrC grouy practices Xi?.h,” ttre HMO. 

CMA is now coovosed mnlnlv of .xxulston’-care fecilitles: thar ie. three exlsrln,? 
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Recipient 

Medford Med~rol Center, 
BedLord, lnd. 

Detroit Health Focillty, Inc., 
Detroit, filch. 

Mercy Hospital -Str?et t’iemor :a1 , 
Vicksburg. Miss. 

Model Cities Department, City of Kansas 
CltY I 
Xsnsss City, MO. 

Haspitrl Center at Orange, 
Orange, N.J. 

Jonathan Pitney Medical Associates, 
Ventnor, N .J. 

Lovelace-Aataan Medical Center Presbyte- 
rian Medical Services, 
Albuquerque, N. ?Irx. 

New Mexico Health Care Corp., 
Al buque.iIuf , pi. Mex. 

Long Island Jewish Medical CwrerJ r 
New hyae Park, N.Y. 

Heslth Orgenization of Wyoming Codn:y, 
criarsaw, N.Y. 

University of North Carolina at Chapel 
Hill, 

Chapel Hill, N.C. 

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

Columbus Health Care Plaxi, Inc., 
Columtus, Ghio 

Marion he?.lth Foundrrtwn. Inc., 
Mmion. Ohlo 

Northeastern Ohio Healtn Core Foundatio”, 
Y,~ur,~“cow”, Ohio 

Emanuel taospical, 
Pdrtl lnd, Oreg. 

Gel S~WWI Pledical Center, 
Ddnvillr, P.x. 

24.920 

25,000 

54,641 

25,000 

125,000 

25,000 

25,coo 

25,000 

115,000 

100,000 

l:b,LWO 

Ttas physIci&“-Orlentez rounddtlon’s goal is to establish an Hm3 network I” De- 
-701t. The tounf!!atlor stein* trorr rile Modei NeIghborhood Comprehensive Health 
i ro&,rams. 

rhis ~111 be a %ospltal-baseo WHO with Inpatient facilities consisting of 220 
bed> ald a cl:ntc ubtcb aijairs :.‘e hospital. The clinic consists of office 
;jI;i;; an0 exanl”lr.& rocm, IOT J3 clinic physicians who serve on the hoBpitJ1 

Also adjacent to ‘he bObp1tai is a progressive-care unit (20 bCdJ). Tile 
,e&;e area has a populr:lon of nore than 50,630. 

The Kansas City Model Cities Department 1s planning to develop a” HMO to serve 
the metropolitan area’s po:rulac~on of 507.000. 

Tkas HMO will be establlshed as a part of the Hospital Center at Orange, whxh 
serves a popul&r1or. of 193,000. The focus of service will be on the inner-city, 
low-income area. The enrollment in the HMO is expected to reach 10,OOL’ aersons 
the first year. 

This project seeks to support an tW0 to service the Greater Atlantic City .area 
and the surrounding offshore conz-unitles. Base ;iopulatlon is 176,500 (24 ;rercent 
elderly) with a rokrfoid increase durlne the summer. Seasonal economy dcCrx.tP 
for a bery hi&h pcverty i”dex. This pr;ject is sponsored by a physicials group 
which has as ItP objective the development of an areawide comprehensive. llealth- 
cat-e service. - 

This conbined urban-rural HW in northern New Mexico and southern Coloredo antic- 
ipated becoming opetarional by Juxe 1972. The supplemental funds were requrs:ed 
to expedite the operatlonsl Phase. The HMO 1s expected to serve Metropolirar. Al- 
buquerque, as will as >nnplos, Chicanos, and Irdisns in a” area of sparse papula- 
tion and poor transportation &n no~v~ern New Mexico. 

This pi-vsician-hospital organization vi11 develop a” HMO to serve the klbusuersne 
ares <pbirolation 3bu.000) .- There are two cooperating hospitals in the ue+: 
St. Joseph Hospxral and Presivrerian Hospital Center. The services will be aimed 
*t all s&e”ts of the povui.aaon with ezphasls tovnrl low-income groups. 

This 450-bed Jewish Medical Center proposes to develop a hospital-based prepaid 
group practice rrvdci WO in the urban area of Queens, Nassau, and Suffolk Noun- 
ties. The population of the ares comprises lower socioeconomic and m:ddlc 
classes. Estisated enrollne”t is 15,GOO to 17,CaOO the first year. 17.000 to 
20,000 the second yew, and 20.000 to 25.000 the third year. 

Th:s organization plans a hospitai-sponsored H% serving Wyoming Countv, K’.th a 
population of 37,000. The three pr$rwy abJectives are (a) tne dwelop.serr of 
two health centers beyond the two existing centers, (b) the development oi an 
ambulatory-care exchar.ge betwe” the centers , tlnd (cl the development of B corn- 
prehensive healtn-care pie” ior the area. 

This university-based progosed W’Z will service the Chapel Hill township aird sur- 
rounding area, uhicn have d population of approxloately 90,000 and a” anticipated 
HNO enroll-lent of approxl1ately 69,000. Lxpectrd exollees represent all l”caue 
groups. There are three health centers (one of which is in operacion II,~-!. 
horth Cxolina ~!~‘~rial Hoeplcal ani faculty m+-nbers of the University hedxal 
Center will render their support as needed. 

This insurance company plan: to investigate tW feasibility in the Dismark-Manda” 
area with a oopulation of 50,000. The HMO model vhich will emerge may be trans- 
posable to ocher areas. 

This physician group prectice in Columbus hopes to enroll 20,000 persons ‘a a 
health delivery nccwork in frsnklin County. 

This physician-based, nonprofit Health Care Corporation plans to become fally op- 
erstiawl as a” H?W ty June 1373 in rsrion County, Ohio, which has n pr.+atlon 
of lOC.003 conposed lnrjicly of rut&l feruzzrs. ihe city of Orion ho> th’a baspl- 
tals which serve X.000 residents, many of whom are blue-collar union vcdars. 

This ts an effwt to start a- E?!O in Youngstov”, sponsored by various uxJons and 
can r”‘F.er grwap ~. The un,<>“s have indicated 8” H?Q wed and represerrt %I,CCS em- 
plovees. The ub]rctI\r is :o e”rol1 between 20,UOO n”d 30,000 persons by July 
1973. 

This hospital group will sponsor an H?U targeted at the Model Cltles residents in 
tortl.~n*.. The twspi:al h.xs r?., beds for “cute care, SO beds for rx,ertdcad core, 
iou: SGlt-iarc ted>, a”<! bf t2lslnets. lhis, the laraest voluntary hosp>tal 11, 
Orcy?“. :c’rvcs t”rr?a”d, ?u:tnumah County, and mlny adjacent areas. 1 h,. empiras1:i 
*ill Le toward the pvur. 
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pcipient 
nea1th Service Plan of Pennsylvania, 

Havertcwn, Pa. 

Cormunity Health Association of Western. 
Pennsylvania, 
Pittsburgh, Pa. 

lG%l South Carolina, Inc., 
Charleston, S.C. 

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

El Paso Hospital District, 
El Paso, Tex. 

Galveston County Coordinated Coaw"icy 
Clinics, 
La Marque, Tex. 

Scott end White Memorial Hospital, 
Temple. Tex. 

Ogden Clinic Foundation, 
Ogden, Utah 

Group Hezlth Associst~o" of Utah, 
Salt Lake City, Utah 

Bainbridge Medical Center, 
Boinbridge Islend, Uash. 

Northern Pacific Beneficial Association 
Hospitals, Inc., Fuget Sound Hospital, 
Tacoma, Uash. 

Wyoming Health Service Co., Inc., 
cw--, cry. 

Total 

Note: source, HEU. 

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 

The Governor of Sou:h Caroilna ini:isted this action to study the feasibilitv of 
a sta:e*ide MU. This project i> nirezted at the i-.proveme"c of the health ot 
the people by coop~ratl~ partlclpztlen of the State goverrrment and major provid- 
ers of health services. 

This hospital intends to develop ara KM3 to serve 8 predominately Mexican-American 
population. 

?his family-oriented H?%l pla""ing grant is to explore the possibility of an PWJ 
1" the C~l\es:o" &l-.2&. It beg&r, as a wighborhood health center approach :o co,=- 
m"ity health SBl-vices. 

This hospitall fo=dauon, and clinic combination includes 110 physiciens and 303 
beds and "8s >O years' exprrlence 1" prepaid nedice! care. The target area is 
ae11 C-xnty. Wnefe an attz;pt to reach a broader, 
HNO activity will be nade. 

heterogeneous population for 

This clinic-tesed Hi-83 pleas to e-.roll between 25,000 and 30,000 people in this 
clinic-servea area wfiich hes a populaclor of 200,OCO. Its goal is to have a" cn- 
rol.lmer.t x&ch 1s cos?osed 25 to 3Q percent of poor people. 

The object:ve is to develop the consuzer scqo"e"t of en m0 etructure to serve 
the Provo to Ogde” kasacch Frunt are& rh:ch bzs a ;OFUi&tlO” of 1,000,006. ;P”:s 
project ce"?or star73 aLY~.e; it is one sqnent of the ereamde HE10 to becone oper- 
atior.al by Oece?bcr 1572. The project ~11: exoll 5,000 persons initially. 

This is a w-all physician grow plan to establish en HNO in an outpatient clinic 
in a rural area--=% 1~1~~3 in ncrth blt5ap County--;hich had a population of 
23,OtiU. The island’s intrebbtants ere ot’ a dfverse ethnic nix. 

This is a hospital-sponsored WQ with a target population of 450,000 in Pierce 
county. It h&B F’WiOUS expericn.e in prepaid meoical care. Tvo large unions 
are working with the reclprent. 

This is e fou"dotion-sponsored group with good 10~1 support to develop e" HW In 
Wy0nir.g. The area is 7x01 Sxeetiater Z,wL,', kS,ich "as 8 populatLon of more 
than 25,000. The eres is ualerservti nedicslly. 
will participate in the program. 

Physicians and hospital groups 

c 
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APrENDIX II 

CONTINlJATION GRANTS AWARDED 

FOR RESEARCH AND DEVELOPMENT OF 

HEALTH MAINTENANCE ORGANIZATIONS 

PWSUANT TO SECTIONS 910(c) AND 314(e) 

OF THE PUBLIC HEALTH SERVICE ACT 

Recipient 

Florida Health Care Plan, 
Daytona Beach, Fla. 

Amount of 
grant 

$ 208,000 

Health Facilities Research, Inc., 
Port Charlotte, Fla. 103,828 

Group Health Foundation, 
Rochester, N.Y. (note a) 334,110 

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

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

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

120,300 

50,000 

63,408 

HMO South Carolina, Inc., 
Charleston, S.C. 112,440 

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

Consumer Cocperative Group Health Plan, 
Saint Paul, Minn. 

Group Health Cooperative of Puget Sound (Olympia), 
Seattle, Wash. 

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

121,764 

100,000 

66,500 

145,975 

Cuyahoga County Hospital, 
Cleveland, Ohio 90,000 

Alamosa Community Hospital, 
Alamosa, Cofo. 180,578 

aShown 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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Health Ser\-ices Alliance oi San Jo::e, inc., 
San _Tosz, Cal-ii. 

Lutheran Hospital of Southern California, 
Los Angeles, Calif. 

Harvard Community Fiealth, Inc., 
Boston, ~Mass. 

Georgetown University, 
Washington, D.C. 

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

Abnaki Health Council 
Claremont, N.H. 

Marion Health Foundation, Inc., 
Marion, Ohio 

Abraham Lincoln Memorial Hospital, 
Lincoln, 111. 

Detroit Health Facility, Inc., 
Detroit, Mich. 

Lovelace-Bataan Medical Center & Presbyterian 
Medical Services, 
PJbuquerque, N. Mex. 

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

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

I 
Nassau Piedicnl Services Foundation, 

Garden City, N.Y. 

$exar County Fkdical Foundation, 
+ San Antonio, Tex. 

Rocky Xoui:tsin-C-7 lLrnd Junction County Eedical Society, 
Grand Junction, Colo. 

Poudre Valiey Foundation for Medical Care, 
Fort Collins, Colo. 1 

Medical Care E'oundstion of Sacramento, 
Sacramento, Calif. 

Foundation of ?:sdical Care - Sonoms County 
Santa Rosa, Zalif. 

Total 

Amount of 
~ 

$ 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 
1 

122,340 

210,036 

163,427 

190,367 

169,461 

a 



.  
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APPENDIX III 

Reclpiont - 

The America" Rehabilitatlo" Faun- 
datlon, 

Hi""eepol1s. Ml"". 

Martin E.'Segal Co., 
New York, N.Y. 

Kappa Systems, Inc.. 
Arlirgton, vs. 

Health Resources Associates, 1°C.. 
Bowie, Md. 

Sociometrics, Inc., 
Silver Spring, t%l. 

National Medical Association Founda- 
tion, $ashingcon, D.C. 

American Associstion of Medical 
Cll”lCS, 

Alexandria, Va. 

Litton Biometrics, Inc., 
Bethesda, Md. 

ttedical Group Management Association, 
Denver, Colo. 

Association of American nedical 
Colleges, 

h'ashington, D.C. 

American Association of Fol;r?dations 
for Eedical Care, 

Stockton, Calif. 

Wwvard University, 
Canbridge, Mass. 

ABT Associates, Inc., 
Cambridge. Mass. 

Aspen Systems Corp., 
Pittsburgh, Pa. 

Penobscot Bay Hedical Center, 
Rockport, na~ne 

Cosmunity Health Centers Foundation, 
Salt Laka City, Utah 

%ryland Health Mnintenance Cowission. 
Inc., 

Balthore, Md. 

G~nesne Region Health Planning Council, 
. Xoche;ter,k.Y. 

Heaith Resources Associates, Inc., 
ROWit-, tld. 

I Georrt, Inc., 
R<>chrllle, Md. 

Gromct , Iuc., 
RoLkville, Md. 

Sociolnerrlcs, Inc., 
Sllvcr Spr1r@, E!.i. 

51 CONTRACTS AWARDED 81’ I!EV FOR 

t9w PRXRAI. TEWK~L ASSIS~NCE PLTSIJAV~ TO 

!iF‘:ItlC QlO cc), 304, ANC 513 OF g 

1:'E p:'LLIC HEALTH sIBVICE ACT 

Amo~lnt of concrar. ---- 

s ~30,OOI’ To perform research. conrultation, and technical assistance services ior IrSY% 
and to key organizations in me private sector 1" a manner that will nwe tte 
products of the contractor's efforts available to the greatest "lp.')er of po- 
tentral mm. 

90.994 To provide to HMO developers throughout the country actuertal consultation ani 
written reports as directed by HS?XiA. 

57.500 To develop the methodolopv for, and to carrv out a" evaluation of. the soni- 
torfng and tectu*~cal aii~stsnce foncrlons of HH0s. This will essentia:!v 
involve evaluatio" of tne resoorces and strategv being used by HMos to Yos- 
tar their developicenc 

78,540 To develop the methodology ior, and carry out a" evaluation of. the mtrketir;g 
and enro1lmer.t strategies used bv H.W grantees and to pay particular at%"- 
tion to their efforts to enroll low-fncoae and medicslly underserved grcups. 

8,857 To Perform functions and tasks which will enable the contractor to provide to 
HI& the necessary report and recmx,endet!ons on the development of‘cw 
mechanis;n for assessing the effect of winority community imrolvement in the 
Hms. 

199.640 To establish a" Office for Health Naintrrunce OrRanizetion which will arsist 
individuals anrl organizations in the establishment of organized health-care- 
delivery svstens. The contrac:or will use its newly created Office TC ren- 
der general assistance to, and to work toward the establishment of, three 
lums. 

200,000 To plan and carry out ect:vities directed toward the development of a-. least 
five H?13s by identifying :he . ..-.UL factors and forces which impede or aiv~nce 
the development of medical clinics to HHO status. 

149.888 To implement and evaluate a mar'kettng model in an LYJ enviroment. 

69,790 To establish a" information and data center on the mana@ement aspects of W+0s 
and to give special elrphasis to the group pracrice model. 

329,571 To plan ard carry out activities directed toward the development of at least 
five IWJs in university medical centers. 

197,260 To plan and carry wt activities directed toward the development of at least 
five HnOs and to identify the major factors and forces which impede or ad- 
vance the development of Foundations for Medical Care to H?fO status. 

245,000 To develop a list of potential organization for the development of Health 
Naintenaoce Organization Data Demonstration Centers. 

66,299 To develop a model that cs" be used to project HW characteristics for aa"- 
agement ple""ing and evaluation purposes.. 

18,500 To update the digest of State laws affecting H%% and medical group practice 
plans of both the prepaid a"~+ fee-for-service models. Pending Federal leg- 
islation and indexes for statu:es and cases will be included and will be 
updated throu$,h March 1. 1972. 

(a) To pfrform the planning tasks end carry out the developmental activities 
leading to the operational ststus of a" HMO. 

100,500 To assenble, anelyze, select, and document information critical to the devel- 
opmenr of iw3s ?" the area. Enphasls is to be placed on the effective cevel- 
opmental support of those organizations already identified as potential ii'los. 

300,000 do. I 

147,9131 do. 

60.890 Yo develop an evdlux:ion p!x to assess the performance of HNos in the period 
during hl.Ich rhry build w-rollment. 

163,ti93 T,J develop cri:erla far evaluating selected HMos. 

90,832 To &wlop a!, evaluation methodology for HFY)s. 

50,330 To set up a guide for the development arxi evaluation of arbitration panels 
for the resolution of enrollee disputes arising in HMOs. 
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APPENDIX III 

Recloient 

Aspen systems Corporutlo:~. 
Bittsturgh, Pa. 

A. T. marney. Inc., 
New York, h .Y. 

systen sciences. 1°C.. 
Bethesda, Hd. 

Macro system, 1°C.. 
Silver Spring. nd. 

ABT Associates, Inc.. 
Cambridge. Mass. 

197,322 

Arthur Young b Cp.. 
New York, N .Y . 

223,655 

Kappa systems, 1°C.. 
Philadelphia. Pa. 

206,756 

The Health Ma"a@?me"t Croup,I"c.. 
Atlanta. Ga. 

220,831 

Peat, Naruick, Mitchell 6 Co., 
Chicago, Ill. 

226,742 

Texas Instrumwts, Inc. t 
Dallas, Tex. 

300,976 

Peat, Harvick, Mitchell b Co., 
Kansas city, no. 

299,681 

Kappa Systems, Inc., 
Denver. Cola. 

'3 ,175 

Bealth Nanagement systems, Inc., 
San Francisco. Calif. 

191,955 

Arthur Young h Co., 
Seattle, Hash. 

225,OOG 

Group Health Association of America, 195,672 
1°C.. 

Uashington, D.C. 

Ceomet, Inc. ) 
Rockville, Md. 

80,769 

Kappa systems, Inc., 
Arlington. Va. 

A. T. Kearney & Co., 
Ne-d York. N.Y. 

America" public Health Association, 
Ueshin@on, D.C. 

Research Tria"&? Institute, 
Research Triangle Park, N.C. 

California Council for Health Plan 
Alternatives, 

Burlingame, Calif. 

EMXO-Engineeri"& and Mnagement 
Sciences Corporation. 

Woodland tiill~, Celii. 

Small Business Administration, 
Unshington. D.C. 

Mount Sinai School of Mrdlclne 
of the City University of xek' 
York. 

New York. N.Y. 

Small Business Administrntion, 
UashinSton, D.C. 

:*,9‘.” 

206,968 

61,865 

73,700 

78,100 

60,073 

151,900 

60.000 

249,850 

:+ .500 

420,670 

I  

TO assist developi-y r'?lL~ 1" rLlo "ecs isary financial planning leading dp to 
~perafiouul hiat'i-, 1x1 cn ~ducting .a h rlou analwe:.. 2nd in tne developwnt 
or :he cipira:lor. ~lted. 

70 d?veiap for iL\lO~ 1 ~stem of data acquls~cxo" and data processing, ad.lp:- 
at.le :o the varied oryw.~?.~:~xd 1 ar!d bwefit structweb of Mos. 

To dcwlop a finsncxl w~:mgeme"f inEormn:lo" system capable of produciw 
311 r,ece;sarv FrJeral .liv! Sr*te Irnaz:c'.al data required under law or cov- 
:ract * In addition, rh? sys'el hxli be capable of producing the "ecea~?l'v 
financial dats For inter:-,>1 control over all opera;r"g arpartments. 

To provide short- and long-term on site eonsultstive services to i"bivldual5, 
projects. or orgx,lzerlons who are ceeking to create or operate dn HMO. 

do. 

do. 
. 

do. 

do. 

do. 

do. 

do. 

do. 

To provide personnel to meet with interested groups to explore the implica- 
tions of developing a" HXO. 

To undertske a l-yesr program aimed at msjor porcnrCa1 financial backers of 
W development in the private sector, such as investment bankers, commercial 
bankers, pension and welfare trust funds, philanthropic foundatrons, and 
major corporations. 

To develop the alternatives for, and evaluate the costs and effectiveness of 
inclusions of. mental, dencal. and drug benefits in addition co other ws':izl 
services in d&elopmental I'...;. 

To conduct a" in-depth study of the impact of the Hi% in up to three co~~nr- 
ties. 

To develop, field test. and distribute "ationallv a" obfecrive, validarcc 
rating technique and/or bcaltt educctior. and teelth infcrrurion guide. +he 
guide is to te used hy indlvidunl fiduciary agents and othrrs who purcna>e 
health care for orpanlzed groups to dsszs? the: or. nuking rational chc:ces 
when selectins aoo"$ alternarive health-care plans and health-insurance 
plans for these groups. 

To develop and implement a financial management training seminar which &!I1 
acquaint exlsring lJ::c? grerteri. contractors. s.mi other interested par::" 
vith the variollb aspects 0' financial nanagene~r vlthin a prepaid grow+ prac- 
CLCE. 

To prov:de technical a4sis:sxe to XL105 in consumer educarlon and gr~evwlcr 
procedures. 

To develop the "ccrssary edxactonal wrerials to assist a" HM in narLe:ing 
its plan to lrr1ters of t!le communiry. 
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APPENDIX III' 

Recipient 

bnlversitv of !4@3hington, 
Seattle, Waah. 

The Education 6 Development 
corporation, 

Washingron, D.C. 

Group Health Association of America, 
Inc.. 

Usshin&ton, D.C. 

Harvard School of Public Health, 
Boston. Mass. 

Total 

Aulount of coneract 

$ 116,000 

8,785 

Deacriptlon 

To develop (! health Status L&a% to monitor the 1~4 of health In iMos and 
other health-care-delivery system. 

To provide a clear, concise review of the rrrture and adnntagrs of #HOs 
through a sound slide fum prseonration. 

199.000 T;,~l~twl carry out nctlvtties directed toward the development of at les~r 
. 

39,681 
- _-.- 

$7 367 912 
-&czzz&G 

To provide an in-depth exarofnation of the medical malpractice Issue as it of- 
fecte iiws. 

b , 

*his contract was extended ir. fiscal year 1972 af no cost to the Governsent. i 

WTE: source, HEU. i 

. 
. 
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