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Sally Rosenberg, Rural Referral Center Coalition, questioned the Administration's reasoning in 
supporting "tiers and modified benefits for RRCs depending on how far below the 108% 
threshold they fall and [why we] would ' not reopen the current application process (February 2, 
1996). The follo'Wing is our response: 

o The Coalition's proposal is to fully exempt RRCs from the 108% wage index threshold. 
The Administration's proposal would create tiers for RRCs depending on how far below 
the 108% threshold they fall. 

HeFA Response: Wbile not as advantageous towards RRCs as the Coalition 
proposal, tbe Administration bill would provide these facilities with favored status 
not accorded other Medic.are providerS. A tiered approach provides RRes special 
consideration under the Medicare Geographic Classification Review Board (MGCRB). 
wage index reclassification process. This affords additional protection to rural facilities 
which may encounter large fluctUations in their costs and utilization Over short periods of 
time. The proposal would allow RRes to qualify for some increase in their wage index, 
although not the fun amount, when their wages are between 100 and 'lOg· percent ofth~ 
average wage. 

We aie supporting a tiered approach in order to assist rural hospitals better serve their 
communities, while maintaining our commitment to the wage index approach. 

o The Administration's proposal does not reopen [he current application process for 
RRC applications before the MGCRS.' 

HeFA Response: 'We do not support the idea of retroactively reopening the 
application. process for the geographic reclassification review. Applications were due 
October 1995 for review by the MGCRS Spring 1996. The statute sets forth strict 
deadlines and timelines for submitting and reviewing MGCRB applications and makes the 
Secreta.')"s reclassification decisions final and unreviewable once t.hey are rendered. The 

,decision~making process has to be completed in time for the Agency to calculate PPS 
rates. We are currently in the middle of the process and to disrupt this would cause the 
system to undergo severe turmoil. 



';'" 
,RPR-24-1996 11:07 OLIGR 
~ l' ~ 	~ 1~~V ~~a •• -. 202 690 8168 P.03 

EXEMPT RRCs nOM TIlE MGCRB 108~ WACE INDEX THRESHOLD 

A rur.U referral center (RRC) is a M~dicare designation for the larger 2IDd more 
speQ.a.Jiud hospitals in t11n1 areas. 

For ~·oi wag" index reclassification.. hospitals llllJ.St meet two thresholds: (1) the 
hospital's aver.ap hourly wage (AHW) .must be 108% of the statewide rural AHW; and (2) the 
bO~j5 AHW must be at least 34% of the AHW of the target urban area to which the RRe 
it applyiag. &RCs h~ diflic:ult;y satisfYing the 108% thresbold because of their UDique labor 
mil:. In fa.ct, "ben HCFA imposed the 108% criteria in 1993, almost balf of the previously 
reclassified JUtes DO 1on&C! were able to qualjfy fot wage index reclassification. 

Both 'the RepubJican leadership (H.R2491, 5«. 8704(a» a.ud Demoeratic coalition 
(H.R.2S30, Sec. 3504(a» budget billi indUde provisiOlU that wOUld aempt RRCs from the 
108% threshold requiremel1t. The Administration's proposal includes a far less beneficial tiered 
approach that would provide fur increulng benefits to RRCs that fall either Within 100-104%, 
104-108'%, or over 108% of the st.a.te IT.U'"a1 wage index. RRCs that are below 100% of the state 
rural wage index would receive no benefit Utlder the Admiaistration's proposal. ­

The Mministration should support the blanket approach included in H.R.2491 and 
H.R.2530 for the following reasons. . 

(1) 	 'lb.e blanket approach would benefit an RRCs equally. The Administration's 
approach, on the other hand" would only benefit, and at a reduced rate, the . 
approximately 40 RRCs that have AHWs between 100-108% of the sta.te ru.ral 
wage index; another nearly 50 RRCs would realize DO benefit. 

(2) 	 The bIank~ appro~h would servcas an appropriate proll.)' fur benefits RRCs lost 
with the convergeu~ of the nnal and other urban standardized amounts. 

(3) 	 The tiered approaeh appciIS regulatory instead of legislative. The blanket 
exemption is deaner, simpler, and more appropriate to a legislative solution. 

(4) 	 We believe that the tiered approach was initially suggested by Senator Rockefeller 
as an anticipatory compromise desigDed to hcad-<>ff expected opposition to the . 
blanket approach. The expected OppositiOll never roaterialiud. In fact, the 

. blanket approach has garnered widesprc:.ad bipartisan support. Accordingly, RRCs 
should not have to settle for a tess advantageous, unnecessary compromise. 

(5) 	 The blanket approach would impose no additional cost over the tiered approach. 
Both approaches would 'be ac;complisbed on a budget neutral basis. 

T 
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IMPAct OF REPUBLICAN 'BUDGET CUTS ON RURAL AMERICA 
'Octobl!r 11, 1995 '\ 

i , 
HEALTH'CARE IN RURAL AMERICA',' 

j 	 ',' 

,Th~ ;Republic~n ~E~ItARE Cuts Will Forc~ 9.6MiIlio~ 'Old~r And Disabled American's' In,' 
Rural Americ~ T~ Pay High~r Premiums and'Higher Dedu~tibles For A Weakened Second Class' 
Medicare p'rogram. ~ ",' , " ,', " " 

, .', I,,'· ". I . , • • • '. } ,_'~. (.' ' i.,,' , " "I , 

,Medicare Spending For People' In Rural Areas .of America Will Be Cut By $58 ,billion Over 
, 'Seven Years -;. ;\20'% ,Percent Cut In 2002 Alone. ' ',' ' " ' 

,'- ' 

" 	 ',' I . _ '. _ • , "',' ".',t ," " '/.' 

., 	The, Republican Cuts Will Increase', The Severe Financial Pressure On Rural Hospitals, In ' 
America And Forc~ Smne'IRural Hospitals :To Clos~.Today, rural hospitals lose money 011' 
M.edicare pa~ients while, urb8:l1h9spitils make a small profit: 'Medicare accounts ,for hi~ost, ' 
40% ,of 'net patient revenue in the average rural hospital, arid as much as 80% in some rural 
hospitals. ',' " ' ' : ' 	, , ' , 

" f 	 ' 

• 	 ,Ac~ordingto th~ American Hospital Associ~tion,:~lnder :the Republicancut~, the typical 
rural hospital will lose $5 million in Medicare funding over seven years~ , ,,' " " ", ' 

- . ',' 

• 'Rural Me'~ica:re Recipients Would ,Lose Mqch-Needed D~ctors:' 'Ameri~a;s rural' Medicare' 

• 
, 'recipients would need 5,084 more primary care physicians ,to have tb~ 'same,doctor Jto, ",' 

population ratio as the~naiion as a wQ.ole;, yet the AnleriCail' Medical' AssoCiation 'has ,stated 
that the cuts in Medicare a:r:e so seveiethat.they j'WiIIunquestionably cause sOme physiciaps 
to leave'Meaicare.,i' [New York 'Times, October 10, 1995.] 

'The Republican 'MEDICAID! Cuts Will Further Hurt 'Rural HO,spitals' And Elimip.ate Coverage 
For Millions, Of Rural Americans. ;/,' "i": 

I 	 " 

• . Rural'Hospit,als WillSufferAdditio~al Revenue Losses' From The $45 Billion Republican 

Medicaid Cuts~ In addition to the average of $5 million rural' hospitals wiH lose from ' 


. Medicare cuts~ .niral hospitals will ,also face revenue shorjage's due to the"severe Republican 

Medicaid cut. I ' ' . ", \ ". ,.' . ' .' .; " ',.',.' ',' . 

. ,.. ' \', ' , . 

" ' " . 	 . ,., 

• As Many As 2~2 Million Rural Americans Will' Be Dcnied Medicaid Covetage,Inciuding:
, , 	 " , .' ~.' 

• 	 i: 1 Million Children '. ; 
'\ 	" • .. ' 230;000 Older Americans' 

• . 350,OOO,People With Disabiliti'es . 
, ,. 


• 	 , . Over 77,000 Rural Older And Disa'bled . Persons' In America ',Collld Be Denied· N'lrsing' 
Home Co~erage in 2002. Most 'of the, 350,000 p~opleliving"in nursing homes i~ rural' . 
America' are' covered byMe.dic~id. Under' the Republican Medicaid plan, approximately" 
77,QOO nu-al nursing, home·residents,{22% 

) could .pe denied coyenlge: ." . ' ."
...' . 	 , ,.' . , , ' 

• • A. • , 	 • I' 

• 	 Over' 55,000 Ru'ra~ Qlder And. Disabled Persons 'In America'Co.uld Be I)enie~ Hoi:Ii~Care 
" . Benefits' in 2002. Most of the 365,600 poor elderly in' rund Affieric~ who n~ed home c~e are 

covered by Medjcaid .. Unger>theRepublican ',Medicaid plan, approximateiy '55,000 (17<yo). '. " 
. rural poor, elderly who :n~ed home ~(lfe will los~ coverage. . '. '. '. 

'. ~ 
(',1,- • 
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, Th~:'Rep~bli~n"Btldgt?t"\ViU'Itedu,e;'Fa~;In~om~.Nado~wid¢.':"As"aliesUlt'rif"~e:~~p~bii~a~i,;':,:"!,:".· 
, .cuts~ne(fann ,income;'for ~gef p~ce C:roPS.:~9 :Sbybeans isexjX!cte<i 'it? ~d~lirie·b.y;~~:bil1ioli;:~' '; " ',' , 

", . , ,Qver sev~n,years--a,4% redu~tio~ in eaming~. " ,"' ,," i " ", ,"', 

", .' 

': I, 
,' .. 

, ",' , '.' , " '. ", i ~" . i' 

, ,': TAXES" ON' WORKING "FAM~IES"IN',RuitAL 'AMERICA:' ,,', " " :: ~",,, 
, '. , ' " ~' " ' . , .,:' , ; ': :: . , ~ , ',' , . " 

'. ',:":, :,"', ' """., ,: ..... , ... '.,' ,':\ . 1,,";' " '.' ._\r.... ' . "', ',"""_"\ >" ',', ,:' 4 -"'" ":', ;':";", :,' ',:'. ,.; ",' .. 

, . ,Th~ Republican 'BudgetRa~es ,Taxe.sOn, 4 Mi~li()~ :Working'Famm~In Rural. Anie,rica';By, '. "'.:":': 
An Average Of 5352 in 2002. ~Republican cuts to the Earned lIicome Tax. Credit will impose a,,'''::') 
$.5?2 ~l1ion tax increase on wo~kirig families and tl].eir children'in rural ;An:letica. ' ". .~:')' ' 

. ' ! ... I , 'I '; I' ~. , '" " 
,;,,\', 


..1" . '~ .. l , ", ) 

;'. ' ,, " '. ' ,,.' .~' , ·'1" ".~" " ':"";'" ,!" , 
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" : ,', '" EDUCATION IN RURAL AMERICA ' 
'I ',~ , ' " ":. 

'" '" ,,It,,, ',,\, ,,' , , '" 
The R~publicanEducationCuts, WiI"Deny113,OOOChildren~Basic And Advance<l. Skills In" ",'" 
Rural America in 1996~ Title' I ftUlds' in rural ~as will 'be cut by $113 mil,lion -- more' than' '. 

, 17% -- ,denying crucial assistance at a time when' many small-town and rural schools az:e aIready 
, . having 'trouble, riiakip,g endS meet:' "" ;, , ,", " 

.,' I 

.'" " 

,~' 

PUBLIC REALm, AND THE ENVIRONMENT IN Rl.JRAL AMERICA' ' 
( 

'. Th~ Republican Budgef,win Redu~e'Th~ A~~unt OfMo~ey That' St~ies'-Can Spe,hd To 
" Keep Water Clean In'small'CommunitieS And ~uralAreas B,y ZO%ComparedTo .J'he .:' 


. " Presi4ent's'Balanced: Budget. These . cuts 'will derail.jnitiativesthat are'w?dGhg to fight water. 

'. pollution tP:ta,protecf'I~ublichealth." " . ";" ,..:,'_,. ""', ' '. ...•.. 


'. .', . ,,"", ' . '\., ' 

i" The. Republican Budget Pro'posal Wilt Stop Or ,Slow The Clean-up Or At'Least ItS ToXic; 
" Wa,ste Sites :In,RuraIAnierica.· Nationwide", the RepUblican; Budget reduces spending,~)n toxic· . 

waste; cleanups by: 36% -- or $560 million -- below the President's balanced: b~dget >Ttte~e cuts , 
will r~strictor stop clean-:ups ofsites nati,on\Vide that pos~ a threat to public; health and the ,
environment. . ,. , ., •.. . . . 

.. , 
'r ,,\ 

, ' '/', , " 

, 'I 

, , :,,' .. TRANSPORTATION iN RURAL AMERICA' . 

• ' . " I,"".', ' 

Thc'Rcpub'Iican'8udget W~U Cut Transportation 'Grants ..For Rural 'A'reas B'y'20%. 
' .• Republican proposals ctit$S7A:milliori for rural transportation:in America: Thes~' fm:lds ate .. ' · 

, e~sential Hn' giving res~dents' acceSIi tom~dical 'se~iqes; superrruirkets and gpocery 'stores~a.nd job 
, ' training. ' . . 

, ~i 

, '\ , 

, " 

, ' 

, '",,. " 
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" •.•;.\.. ,.'.:,','" "j" ",,! ,_ " • ;',1 '. ,_' .:;'.;: .• : ,_:.~.. ::~'_ ,." ".' ' .~ .. ' " _'. . i _ ,f,"".:.. ," ,.' 

" Republican.,Nutrition Cuts wnr .' .' ," ,·.Jobs InAlneiica~:Thesecuts WiU.redticxf~.....·,......",: 
, .prices~din~ineS,'~(l:restit~ :4t.Jhe:jo:~:i?(~UtariY~·,32~,9QOjopsnati9nynde'~j,;IIl··'LC." lUQJ!,D.g'i;,UP 

"':, to,57;~02'rUral jobs. ": " .,.;: ,.. '". . .. L, ,.' );' .I' 

" , ' " ", .' , .'" :~. • _:, . \. .\ ,t,' . ' .' ; 

,', . , \ 
, . '. . - ~ 

.- 'j' ; .:=.. ' 
". ",' I: . . ',: .'.' ,~:" .' ',' .~. ',,' . 

.. . "', ' :,HOlJSlNGIN 'RlJJlALAMERICA ;', ' . ..; 
, " i ' . ,,~. • 1 

,I', : ,,:' 'The Reptibli~a~:~O!lSing~utsWiUIieduceSp~ndi~g On' PUblicHou~ing'<;api~~l Jri~llral " ':'~:~'';-'' 
···.Am~rica 46%;Below1;hePresident'sReql,iest ~1996.'Cu~to publichousihgCapit~L 0: ..... ::'" 

assistimce'hi ruralareaswill'totaf$46o'Jllillioniii1996, severely,hinderirig effortS byl-ural >'" " . 
. housing .agencies'totehabilitatenm dOWn,puplichous4tgprojects~ and 'provide muchneedeq 
,security andanti~crinieprogrnms.·' ..•.. . ... . """ . 

, .- ~ , , ' '..;" ''If "\ " ," ,:" .' 
, , ' j, ' • , , , -' ,'J., 

,"." Th~, Republican ]JudgetWill Cut ~O%"'rom;Assistance ToHomele~s Pe~ons in)lu~al .'. ,. . 
Areas. iI'l1996~ ,TheR.,epubUeanplan,willicut>$198 'miU~6nlm homelessassis~ce,.to rural.areas." 
The reduction will. mean' 4.9 million fewer nights, of shelter lor. Anierica's rural. h0meless~ , ..... ' ' , 

. 'I .. , , ..' 'I: . ; l' . .. :'1". , ,'" I , 
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~;~;:';/ ··';~~~4:~g;·irN' . . :"'FUTURE OF'~~f~~t~;,; 
" ' . I,. '<:'>,'¢YW~$~G':;;;i¢'qcAT~QN'AND:~W~~~~( ~ , ,; , 

. . , , .,',:: ::_"" ," \ ·".',.7!llE,.:FACTS:·;,;:ON,"",;THE;,·.'-'WAR, ON·RURAL.,··EDUCATION·<'
, ' , ", ('c:rf;e;;7}~;':;{:/?('(:'? ,;' :," :~./< ,:;" ;, ::"'~:~' 
., ..' " ":', ,. ',:"" ,'".:; i,:f.:,,\' ',~ "::,' '. :.,',. ,:,,' .. -;' .' . ':" ,.(;,: ~ '>;-',,;.:~':':; 

,':,"~ FACT: ·rresigent·aintonWaDts,·t9finV~jJi'the~futi1Ce;ofR~ Amep~byIN~IN(r ' .' .. 
," " improving cducation~'tplining;" ari4::fin8.npial'3idtostudeJit$ w~leb3laJicing<the~b\ldgefinl~!Y~~'·~~':' 

, Republican'p~pOsals' CUT e~iicationand 'fJ:8inln~'de~yiDg. educati()nand fr1:lining ,oPP0rtuDJties:;to, 
" ,lnIllions of students ancflncreasing cOsts 'to families, many of whom live I,n ~l areas. ,'" ,';. (',,~ ',.l' , 

• \ ' • ~ • • I . ' I '" " '.' : 1. , T .•...• , .' • l' • i > " \,' , •••• .' .. ' •• : ~ :;,'••,•••• ' •; \, ":!., '>" '. . . '!'.: ;­

. :GOALS2000~~'JIDUcATlONQUALITY{,::<, ": i,~':"" 
· " : '.' . : .'.' ./ .' ' .,', "~.': .. '.. '." .>" .. ", ":' \'., "::'i'>.. I.,' ..•. : ", '. :":' 	 ,', .":,' 

FACT: Both the House:andthe Sen;).tehaveapp~ved a bill thatwot11d. eliminate.:allfiuJ.~;forhigh,':'''.:,,}·: , 
,povertY rural areas, depriving about '20 rural .dlstriCts.,Of atl~t $9 inillio~ 'hi fun<Js: th.at,cOuld ;be",uSetr:(';>~' .' 
to desi~ and implement their oWDs~ool reform plans..' " .,' "', I.'. ,';\ '. ''',' "" 

',' . , . '; 	 , ", . ,. ,",' :;­

'I,IMPROVING :BASICANDADVANCE~ S~~ ~~ TrrLE:ONE., " 	 ,.' , :',f , 
. ~.'" ';,-' . ,'" ,," 

,,' FACT: R~pUblicaD cuts will~eny 113~OOOruri"chi1drenb~ictlndadvanced skil~ ~dllcation~~/ai.a . 
time.~heri manysmall-:-to~aDdrur~ schOol~'~~alr~dy having troublt;:niakfugen~meet. ,.,," Y, ,,",:" ." I 

" ··l'! . " . .." ..' , ",.' '.' , " _ '. .. : , .' 
, 
, .~ ". .


'. ',SAFE AND DR,UG-FREE SCHOOLSANnCOMMUNlTIES' , .,' .1 
 ... 

. "},

'.. \ '\, 

·	FACT:~ep1iblicans want to'dismantl~ the prOgram ~ed byschooi. districts to keepcrim:~ ~iolence, .. 

alld d~gs out of"school$'a~daway from. students. Rural school districts, moot of which 'have ~m~l' , 

enrollments;' are, likely to be dispropOrtionately affected, ~use, the majori~,of funds ate .a.Uocate4 on a', 


'per-pupil 'basis .. , ." '<",',' :., ' .. ' """",., " \'i' " .' :-., ',::\ " .' , •. ' 

. ; .. 
. i .'j' 'SCHOOL-TO-WQRK' 

: .0{" • ',' 
• ' .. ',1, . _ ., • '. . '" ,'" ,I' <, , 

. FACT: HOuSeR,epubUcans would reduce the amount of direct grants to local paI1Derships, ,depriving '­

.. .' 25. rural areas of gi-ants to iristiiuteschool-to-worksystems.Under',both H~use,andSenateproposa~s, . 

no new staty:awards could be made. 


• • ", ~ , II; .. , 

STAR 'SCHooLS , " 	 .' . 
, ", . ',' ", " 	 " ~ , " :" '\'" 

" .. I :, (: ~. //'.' . ; ',.. ' .','. i .. I ' \. ,. ,;., , ~ '. ,'~ : • 'c. .. . ~ , 

FACT: ,House Republicims' have voted .toelin'linate tflis fun4ing.for 1996. which promotes state\Vide or 

milltistate tel~conimuriiCatioIiS :partnerships, to enhaneeeducationa.! opportUnities' for ~ral areas. . ' 


I" 

....,.' 	 I 

. . '. '/,,',.' " ,,\.,...,' " 

, FACT: House 'Rep~blicans wo~ld cut this program by80%~ sev~rely disabling prof~sional development " 

.: for educiiors in rural'areas. Eisenhower funds are distrlbutedona' fonnula' basis 'and dUe to sImiU •. . 


. '/ ( , . .,'"',', I .' • " '. , , . 

enrollments, most rural districts will be unable to operate effectivepro~m~. " '.... '. 

J\DULT EDUGATION AND LIFELONG LEARNING' 

PACT: 'CongreSsional'Re~ublicanS' have approved . hills that w~uld ,deo.y approximately 9,O'pOruraI . 
. \ '· adultS the adult education and literacy servic~.tbey need and deserve. 	 " 

, , ' . ' ' " . "\.' ',' , 	 " , ' . \ 

. , 
. ,r 

. ~\ 



, , ~ 

.~'._,:,': " ','I~",: ."" ':.:','t ... :." " ',,' ''''; , ......' ',' "",-,'., , ~:.:. "',,'~. ,'.' ','~.. ,': .... "":', 

,:,' ' " ,:On October 10th, the President announced tliea'.Vard of the firSt'19:challenge,grarits fot"", 

',' "techriQlog~ in'edu,cation~,TheSe g~~ proYide'fimdingto~ocais~hool ciistricts ~dthe4" ,>/' 


1;, " coriut,tunity partnerS to harness teChnology ,to help allstud~ntsleam to ch~lenginga~deiriic:" , 

, s4Uidards~: Leve1(lging matching fundS fro[n otherpublftand private participants (roughly~e~,: 


,tim~ tlie~ize ofthe fed¢ra1 investment); the.gr;mts Will-s:uppoit the'invoIVemtmt,of380JocaJ.,,:; 

"j " 

partn~rS, u,.cludingl53 school districts;,.~700hvb.i~h, ~early ha~ arc ,rural school diSfii~ts;· ",: ':', 

. \-', ' , . . , . ' . ' '" " ,,_, .': ., , " " ." '1;'-:"; , 

.... ' 

" ; " " ~ The President has p~op~se4 that the Department ofEducation increase its commitm~nt for ',thTh ' ' 
initi~tiveJrom $,9:5 million this year'to $50 million for'PY"96." This would allow as mariy'~ 40 , , 

, , .' new grants to ,as many ~ 750' new. parttle~. Asignifi~nfportion of the, new, :granfs wo'iild .• :" ,,', ' ' 
, 'likely go to rural districts which present inno"ative proposals for working with ,their.

! . I... . 

,partners to get technology into the classr~om. Meanwhile, the House appropriations bill orily " 
, includes '$25 milliorifor'technoloro,r challengegraritS, and the S~mate drily inCludes $15' million ..... , ' 
only enough tocontintie ~ose grants that have, alr~dy been ~de~ , , " ",' , ,,', ,':,' " .. ',', ~ ,,'• 

, '" .. , '. ' "', " 

,,' ~'. 1; I .< . '. , ',' .' I ," ,,' ..' .' ' :;'. ,,', ,;:,.', ' .. ' .:",' .' " . 

'Here'are,~ome approv&tgrants and how the~, (;an improve teachitig and learning inrurai areas:, , 
'~ . ~ 

,So~th D~kotats "T~chnoI9gyinEdu~ation Chane~ge fo~RuralAni~~cauconsortiwn: led, " 
by the 'Black Hills Special ServJeeS' Cooperative, SjurgiS~ South Dakota, h3S org~zed'8;~state~ , 

, ,wide/community-focuSed education program to ~dvaricethe effeCtive uSe of teclinology ill' " " 
. '''., school nnpr,ovement by ~troducing' innovative eduCation teChn.ologies in astatewide 'r¢design 'of 

,K~12 curricula, instruction and assessment and capitalizitig on new technologies to promote" 
, "sh~d,~ntachlevement. 'Theiprogramwill help over 14,000 lural students in the first year:: and' over', 

35,0.00 throughout its duration, improving teaching and learning and leading tO,the attainment of, 
" challenging" academic standards by all ~hildren. - ',,' , " - , 

I -',./ ­

, "The Ne~aygo C~untY Ad~ancedTechnology Service, Newaygo Coun'ty I~termediate Scho~" 
'District, WlIiteCloud, Michigan, is aconsortium ,that has reen,established to develop and . ' 
,,' maintai,nan ~dvanced fiber optic c~ble t~l~conllmiliication 'network that Will enrich the education,' 
pro~essthroughout, this isolated,ruqU, low:::incomecountY. Th~, semce'sJ education program " , 

" enhances educatiodopportuniti~ foro.ver 9,000 disadvantaged 'stUdents and adults. ,Moreover,' , 
,", the network supports data, video, ,and vo~.ceco~unicatiolls'cap~bilities that ~e'avail~ble to all " 

, '\ 'county r~~idents: It provides ,student access to challengmgcurriculum in science, mathematics, 
. '\' I _ , ' '.' , ,. , -, ,." ',' 

, 'and modern lan~ges, and it, supports professional development opportunities for teachers. The 
program hasstrcmg; scliool.:home, schooi-coimnunity; and school~work;compon~nis. ' 

" . ' '.' . '~ '.. ,,' , . - . -\ " .' \ .', '1' . . , 

New Vision, lead by the Tf)wanda ',Area SchoolPistrict in Towanda~PeIirisyl~ania~is,a' , , 
, co~sortitu;n of23 school districts, sixpost-sycondary iristitJ,Itions, inuSeumsand pn\iate ind,:!stries ' 

that use:emergirig technol'ogies to expand and improv~educational opportunities in rural; relIlote,' 
I, ,and poor~chool districts. Throug~ video'-conferencing,Ne'w Vision call offerhigh-leveF~lasses ' 

, , seldom offered due to lowemollmerit, use QutstandingJeachers to 'cover hard-to-fiU'positions in :' 
sev'eral districts, at once, and offer advanced placemenfcourses.' The project will involve over' 

f 
, '54;00Q students i'n ~ral areas or'three states: Pennsylvania, New Jersey and New York; , 

,'\ 

, " '. :'. 
" 

,I 



Methods for the State Rural Analysis 

1. 	 Medicare: The estimates of the number of rural beneficiaries and the Mf!dicare loss are 
based on the county analysis released August 8, 1995. In that study, the Conference 
Agreement Medicare cuts were allocated to states and counties in proportion to the 
Medicare spending in those counties. For instance, if a county received 1 % of all 
Medicare payments, then its Medicare loss over seven years would be equal to $270 
billion (the Conference Agreement seven·year savings) multiplied by 1%. The 
beneficiary counts are based on 1991 data updated to 1994. The county estimates were 
converted to metropolitan and non-metropolitan estimates for this analysis. 

2.. Medicaid: Three estimates are presented at the state level. The number of rural nursing 
4( home residents comes from the National Center for Health Statistics. The number or 

community-based poor elderly with long-tenn care needs comes from the Census Bureau, 
and is based on self-reported questions related to activities of daily living. The national 
number of rural Medicaid beneficiaries losing coverage and the doliar loss to rural areas 
are estimated assuming that states reduce their spending and coverage proportionally. 
According the Current Population Survey, approximately 25% of Medicaid recipients live 
in non-metropolitan areaS. 

~ 1...1, ...... 



Medicare enrOllment: , S~4 
Rural Urban Total % Rural 

US 9,637,000 26,614,405 36,251,405 27% 

Alabama 241,900 387,800 629,700 38% 
Alaska 19,400 12,300 31,700 61% 
!Arizona 145,800 430,900 576,700 25% 
!Arkansas 283,400 132,400 415,800 68% 
California 233,600 3,328,200 3,561,800 7% 
Colorado 96,500 312,800 409,300 24% 
Connecticut . 15,200 481,300 496,500 3% 
Delaware 38,500 59,400 97,900 39% 
District of Columbia 0 78,600 78,600 0% . 
Florida 286,200 2,268,300 2,554,500 11% 
Georgia 347,800 463,100 810,900 43% 
Hawaii 40,200 105,300 . 145,500 28% 
Idaho 120,100 25,700 145,800 82% 
Illinois 374,100 1,232,400 1.606,500 23% 
Indiana 279,000 534,300 813,300 34% 
Iowa 300,300 171,600 471,900 64% 
Kansas 214,700 165,000 379,700 57% 
Kentuc~ 328.200 246,100 574,300 57% 
Louisiana 196,000 . 376,200 572,200 34% 
Maine. 87.100 111,000 198,100 44% 
Maryland 55,800 534,800 590,600 9% 
Massachusetts 63,800 859,300 923,100 7% 
Michigan 319,100 1,009,300 1,328,400 24% 
Minnesota 273,400 349,900 ./ 623.300 44% 
Mississi~ 293,800 96,000 389,800 75% 
Missouri 329,600 492,800· 822,400 40% 
Montana 97,600 29,100 126,700 77% 
Nebraska 155,900 91,100 247.000 63% 
Nevada 32.100 149,400 181,500 18% 
New Hampshire 51,800 100,500 152,300 34% 
New Jersey 0 1,157,600 1,157,600 0% 
New Mexico 110,300 94,600 204.900 54% 
New York 276,600 2,340,900 2,617,500 11% 
North Carolina· 497,100 501,900, 999,000 50% 
North Dakota 71.800 30.600 102,400 70% 
Ohio 353,500 1,292,400 1,645,900 21% 
Oklahoma 238.200 326,866 565,066 42% 
Oregon 166,100 294,000 460.100 36% 
Pennsylvania 334,300 1,721,300 2,055,600 16% 
Rhode Island 0 166,500 166;500 0% 
South Carolina 212,300 282,200 ' 494,500. 43% 
South Dakota 87,800 27,200 115,000 76% 
Tennessee 299,000 453,700 752.700 40% 
Texas 560,700 1,473,300 2,034,000 28% 
Utah 49,500 132,600 182,100 27% 
[Vermont . 67,000 14,300. 81,300 82% 
[Virginia 297,600 500,200 797,800 37% 
[Washington 157,700 513,900 671,600 23% 
[West Virginia 206,100 174,139 380,239 54% 
[Wisconsin 289,400 463,400 752,800 38% 
[Wyoming 41,100 17,900 59,000 70% 

Number of beneficiaries: 1994 states totals. estimated althe substate level using 1992 distribution of beneficiaries. 

Source: US DHHS 
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607 1,054 1,661 2.153 3,737 5,890 37% 
25 17 42 100 66 166 60% 

273 974 1,247 1,013 3,613 4,626 22% 
346 179 525 1,389 719. 2,108 66% 
527 9,366 9,893 5% 1,939 34,432 36,371 5% 
194 765 959 20% 696 2,738 3,434 20% 
·31 1,011 1,042 3% 118 3,850 3,968 3% 

.....83 152 235 35% 305 561 865 35% 
lum 0 0% 0 3,778 3,77a 0% 

760 10% 2.741 25,357 28,098 10% 
708 41% 2.656 6. 19 41% 

90 25% 311 1.253 25% 
102 82% 426 520 82% 
421 19% 1,721 7,357 9.078 . 19% 
417 32% 1,620 3,472 5,092 32% 
252 61% 1,065 686 1,751 61°" 
371 53% . 1,411 1,239 2,650 53% 
453 56% 1,807 1,421 3,227 56% 
427 32% 1,626 3,436 5,062 32% 

83 43% 346 461 807 
66 269 3,395 3,664 

153 564 8,900 9,464 
354 1,462 6,078 7;540 
478 1,714 2,821 4,534 
414 1,640 592 2,232 
454 1,797 3,276 5,073 
101 413 125 538 
161 641 486 1,126 
75 533 .261 '1,600 1,861 
79 244 33% 301 623 924 
0 1,940 0% 7,727 

105 208 50% 420 844 
329 4,481 7% . 16.733 18,058 
896 1,810 50% 3,408 6,749 

93 133 69% 164 537 
401 2.161 19% 7.221 8,868. 
303 633 48% 1,335 2,558 
282 844 33% 2,059 3,092 
524 3,785 14% 12,969' 15,053 

0 403 0% 1,451 1,451 
395 923 43% 1,922 3,361 

98 128 77% 120 516 
804 1,989 40% 16 , 

1,150 4,539 25% . 16,991 
77 277 28% ·1.061 
72 aa 82% - 356 82% 

314 879 36% , 3.625 36% 
184 818 22% 3,289 22% 
247 394 63% 1,586 63%. 
264 765 34% 3,182 '34% 

28 41 70% 179 70% 

Based on total savings in the Conference Agreement. allocated to !he state and county level liy tl'ie historical distribution of axpenditures, 

Soun:e: US OHHS 
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Urban 

# in Urban Pop. # in Rural % in Rural 
Population with Population Population 
with LTC LTC with LTC with LTC 

Total Urban Needs in Needs in Total Rural Needs in Needs in 
STATE Population Poverty Poverty Population Poverty Poverty 

United States 119038486 1398871 l.I8% 38285436 406258 1.06% 

Alabama 1,523,475 29,819 1.96% 1,006,032 18,350 1.82% 

Alaska 233,222 1,112 0.48% 109,671 557 0.51% 

Arizona 1,990,193 19,131 0.96% 266,214 7,762 2.92% 

Arkansas 757,787 13,412 1.77% 668,104 11,516 1.72% 

California 17,847,915 174,941 0.98% 1,316,189 10,434 0.79% 

Colorado 1,765,018 14,521 0.82% 369,236 1,776 0.48% 

Connecticut 1,683,435 12,318 0.73% 453,454 744 0.16% 

Delaware 316,819 2,132 0.67% 111,849 800 0.72% 

District of Columbia 411,385 8,396 2.04% ° 0 ?? 

Florida 6,642,836 76,129. 1.15% 1,166,984 14,983 1.28% 

Georgia 2,642,386 38,022 1.44% 1,518,733 20,461 1.35% 
: 

Hawaii 601,557 3,479 . 0.58% 71,271 540 0.76% 

i Idaho. 349,454 2,639 0.76% 249,567 1,304 0.52% 
: 

Illinois 6,178,739 77,197 1.25% 1,082,959 6,789 0.63% 

Indiana 2,280,360 24,946 1..09% . 1,229,255 6,142, 0.50% 

Iowa 1,049,686 8,461 0.81% 641,387 3,375 0.53% 

Kansas 1,049,100 8,585 0.82% 446,262 2,627 0.59% 

Kentucky 1,192,070 11,402 1.46% 1,i28,126 27,063 2.40% 

Louisiana 1,767,834 41,264 ,2.33% 814,429 18,055 2.22% 

Maine 343,637 3,020 0.88% 429,351 2,659 0.62% 

Maryland 2,562,880 25,687 1.00% 574,604 2,925 0.51% 

Massachusetts 3,335,597 28,881 0.87% 609,391 1,985 0.33% 

Michigan 4,206,548 57,2~Q. 1.36% 1,718,374 11,442 0.67% 
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Urban 
# in Urban Pop. # in Rural % in Rural 
Population With Population Population 
with LTC LTC with LTC with LTC 

Total Urban Needs in Needs in Total Rural Needs in Needs in 
STATE Population Poverty Poverty Population Poverty Poverty 

United States 22189910 839576 3.78% 7373601 365608 4.96% 

Alabama 305,701 22,735 7,44% 194,201 21,472 11.06% 

Alaska 13,888 209 1.50% 7,228 204 2.82% 

Arizona 411,235 10,788 2.62% 52,100 3,072 5.90% 

Arkansas . 176,848 13,297 7.52% 153,333 13,288 8.67% 

California 2,726,360 59,684 2.19% 259,928 4,075 1.57% 

Colorado 254,869 8,404 . 3.30% 56,573 . 1,434 2.53% 

Connecticut 347,263 8,534 2.46% 70,141 783 1.12% 

Delaware 52,798 1,526 2,89% 23,730 682 2.87% 

District of Columbia 72,259 . 4,339 6.00% 0 0 ?? 

Florida 1,970,142 63,478 3.22% 322;197 11,119. 3.45% 

Georgia 382,083 25,823 6.76% 237,896 19,272 8.10% 

Hawaii 106,703 2,335 2.19% . 14,269 ·294 2.06% 

Idaho 65,028 1,874 2.88% 50,250 1,268 2.52% 

Illinois 1,126,240 38,824 3.45% 225,067 7,404 3.29% 

Indiana 435,613 .14,722 3.38% 214,869 6,566 3.06% 

Iowa 225,595 6,909 3.06% . 165,977 5,389 3.25% 

Kansas 205,537 7,095 3.45% 112,790 3,691 3.27% 

Kentucky 240,236 13,734 5.72% 201,649 18,757 9.30% 

Louisiana 304,766 23,042 7.56% 134,542 13,652 10.15% 

Maine 74,781 2,797 3.74% 78,825 2~927 3.71% 

Maryland 397,288 13,940 3.51% 94,200 3,039 3.23% 

Massachusetts 667,169 19,463 2.92% 100,108 1,976 1.97% 

Michigan 754,314 27,652 3.67% 300,265 8,804 2.93% 
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Minnesota 1,976,313 13,722 0.69% 776,297 . 4,061 0.52% 

Mississippi 727,511 18,656 2.56% 830,077 24,938 3.00% 

Missouri 2,199,721 24,243 1.10% 972,515 10,781 1.11% 

Montana 257,339 2,324 0.90% 227.386. 1,599 0,70% 

Nebraska 644,230 4,393 0.68% 305,558 1,481 0.48% 

Nevada 701,774 5,321 0.76% 86,682 407 0.47% 

New Hampshire 371,333 2,068 0.56% 354,249 , 1,097 0.31% 

New Jersey 4,503,027 38,044 0.84% 527,266 1,741 0.33% 

New Mexico 683,446 8,385 1.23% 244,335 7,052 2.89% 

New York 9,882,315 165,227 1.67% 1,773,574 10,771 0.61% 

North Carolina, 2,112,875 25,128 1.19% 2,130,783 24,519 1.15% 

North Dakota 209,036 1,253 0.60% 168,094 748 0.45% 

Ohio 5,094,922 62,309 1.22% 1,765,612 13,301 0.75% 

Oklahoma 1,306,227 17,144 1.31% 616,284 8,888 1.44% 
" 

Oregon 1,261,808 10,455 0.83% 519,236 3,227 0.62% 

Pennsylvania 5,147,367 63,467 1.23% 2,327,040 14,752 0.63% 

I Rhode Island 547,004, 4,578 0.84% 91,809 450 0.49% 

South Carolina 1,178,931 ,19,466 ·1.65% 1,004,501 17,966 1.79% 

SO,uth Dakota 209,655 1,809 0.86% 194,170 1,374 ' 0.71% 

Tennessee 1,893,700 27,694 1.46% 1,229,440 '17,357 1.41% 

Texas 8,669,490 122,221 1.41% 2,026,336 26,476 1.31% 

Utah 870,919 4,470 0.51% 119,657 1,301 1.09% 

Vermont 120,427 811 0.67% 245,719 1,274 0.52% 

Virginia ,2,753,466 22,726 0.83% 1,213,407 13,365 1.l0% 

Washington 2,372,579 19,116 0.81% ' 704,794 4,307 0.61% 

West Virginia 401,950 6,118 1.52°io 725,067 15,473' 2.13% 

Wisconsin 2,027,775 17,883 0.88% 1,026,273 4,791, 0.47% 

Wyoming 181,413 1,116 0.62% 97,233 472 0.49% 

Source: 1990 Decennial Census. These data were derived from two questions: "because of a health condition 
that has lasted for six or more months, does this person have any difficulty taking care of his or her own personal 
care needs, such as bathmg, dressing, or getting around the home OR going outside the home alone, for example, 
to shop or visit a doctor's office?". 
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RURAL HEALTH 

I. BACKGROUND 

. In the existing' health care system, major fmancial and non-financial barriers reduce 
access to health care services for a significant number of individuals living in rural areas. 
Consequently, individuals living in rural areas are more likely to experience reduced, health 
status and quality of life. ' 

• 	 More than 22 million,Americans live in rural areas with a severe shortag~ ofprimary care 
, doctors and close to 8 million do not have health insurance. ',1 

• 	 There are significant shortage of health care providers in rural areas, and needed 
, services are not always available: needed services is not always guaranteed .. 

• 	 In metropolitan areas, there are 225 doctors for every 100,000 residents, 
compared to 97 doctors for every 100,000 residents in non-metropolitan areas. 
Moreover, in 1990, there were estimated shortages of ~5,000 registered'nurses, 
1200 psychiatrists, and nearly 1000 dentists in rural areas. 

• 	 A significant number of seniors with Medicare reside in rural are,as. However, on 
average, rural hospitals lose money on their Medicare patients -- Medicare operating 
margins were a negative 5.6% in·FY 1991 in these hospitals. ' 

During the 103rd session of Congress, the Administration's Health Security Act made 
significant efforts to remove both the major financial and non-financial barrierto health care 
.services for those residing in rural areas. In addition to guaranteeing private health insurance 
coverage to all Americans, the plan had proposed to improve the availability and quality of 
health care services in rural areas. Unable to reach a consensus, no reform initiative was 
enacted into law. 

, More recently in the 104thsession of Congress, drastic cuts in the Medicare and 
Medicaid programs have been proposed -- combined Medicare and Medicaid cuts of almost 
$500 billion dollars. The consequence of such action could have severe effects on the already 
stressed, rural health delivery system. 

e For example, rural hospitals that largely depend on Medicare would be forced to close 
their doors or turn to local taxpayers to sustain them. . 

• 	 Rural hospitals are often the largest employer in their communities. Closing these 
hospitals will result in job loss and physicians leaving rural communities. 
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n. ADMINISTRATION ACCOMPLISHMENTS 

Although a final consensus was not reached on health care reform, the Administration, on 
a separate but a parallel track, has worked with rural communities to improve the delivery of 
health care services. " 

• 	 During the past two years, Medicare reimbursement to rural hospitals has been increased 
to eliminate the urban/rural distinction that was once as high as 25%. Now, the Medicare 
"standardized amount" payments to rural hospitals are equal to those ofurban hospitals. 

• 	 Federal funding for programs that most help rural areas, such as community health center, 
migrant health centers, and the National Health Service Corps have been greatly increased 
during the past two years. These programs provide primary medical care to nearly 3 
million rural Americans in some ofthe poorest communities in this country. 

• 	 With"Federal encouragement and some matching funds, we have seen the number of rural 
health offices at the state level increase from 26 in 1992 to all fifty states today. These 
state offices are very active partners with their rural communities, their state, and with the 
federal government in designing new strategies to solve rural health problems. 

• 	 With encouragement from this Administration, several states have begun working on' a 
regional and now a national rural recruitment network, to share a rural practitioner 
database and make referrals across recruitment programs. 

• 	 We have put the means for innovation right in the hands ofrural communities. Last year, . 
we made over 100 Rural Health Outreach Grant in 46 states to help rural communities to 
link institutional arms with other in their town and show how they would stretch scarce 
resources more efficiently to care for their residents. These communities, for example, 
have brought care to isolated residents in vans, medical training to the doorstep of weary 
rural volunteers, and linked isolated doctors with fax machines and backup support .. 

• 	 Through a collaborative effort with representatives of rural managed care and other health 
care entities, efforts to encourage expansion ofmanaged care plans into rural areas have 
been made. 

• 	 The Administration has commenced eleven telemedicine demonstration projects to support 
rural practitioners and enable them to provide state~of-the·art medicine to their patients. 

• 	 . The development of more rural health clinics have been fostered by the Administration. 
Medicare supported rural health clinics have grown during the past two years, increasing 
from fewer than 800 to more than 2,000. These clinics use nurse practItioners, physician 
assistants, and nurse midwives in support of physicians.. As a result, Medicare provides 
cost-based reimbursement to help support the use ofthese mid-level providers. 
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m. ADMINISTRATION'S RECOMMENDATIONS. 

• 	 Increase'the supply ofhealth care providers and delivery sites in rural, under served 8!eas. 

• 	 Promote training of health care providers in rural areas. 

• 	 Provide incentives to attract health care providers to rural, underserved areas. 
v 	 . 

• 	 Help community-based providers to form networks and plans. 

• 	 Preserve and stregthen the rural telemedicine programs. 

• 	 Oppose deep cuts in Medicare and Medicaid that would undermine the delivery systems 
and programsseiving rural residents, (e.g., the closure of hospitals in underserved, rural 
areas). 



The Health Security Plan 

RURAL COMMUNITIES 

America's rural communities pose special challenges in health care-- both for 
those who need services and those who provide them. A total of 34 million people-­
half of them with incomes under 200 percent ofpoverty--live in rural areas with 
inadequate health care. 

The fragile economies of rural areas often mean that many residents have little 
or no insuranct:;, making it difficult for rural communities to attract and keep doctors 
and maintain local hospitals. Twenty-one million rural residents are without 
consistent access to primary care providers, and the population of younger rural 
physicians has not expanded to replace those who retire. Rural communities worry 
that the current shortage ofphysicians will continue, and limit their access to care 
even further. 

Americans living in rural areas also have a harder time getting to the services 
they need. More than half of the rural poor do not own a car, and nearly 60 percent 
of the rural elderly are not licensed to drive. 

The Health Security plan will create a system that meets the unique needs of 
rural communities. The plan will develop strategies for delivering and financing 
health care in rural areas, making care more easily available, and attracting doctors 
and nurses to and keeping them in rural areas. 

Guarantees Universal Coverage 

• 	 The Health Security plan will guarantee comprehensive health benefits for 
all Americans, no matter who they are or where they live. Since rural areas 
have a disproportionate number of uninsured, underinsured and Medicaid 
recipients, providing universal coverage will help channel significant new 
resources into rural health care systems. 

• 	 The plan will encourage cooperative relationships among rural and urban 
providers such as developing information sharing capabilities and referral 
mechanisms to link academic health centers and rural health providers. 

• 	 Under the plan, regional alliances may provide incentives to urban health 
plans to serve rural areas in their region. They may also be required to serve 
underserved rural areas as a condition of participation. 
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• These providers will either be offered contracts with plans, or receive 
reimbursement on a fee-for-service basis to ensure access to care and 
continuity of care for rural and other vulnerable populations. 

• Federal grants and loans will help essential providers establish links with 
local practitioners, community hospitals, and academic centers, and form 
integrated practice networks or community-based plans. 

Coordination of Programs 

• 	 During the phase-in of health reform, current block grants will continue to 
pay for clinical services for the uninsured as well as supplemental services for 
all low-income individuals. 

• 	 After universal coverage is achieved, funds which had been used to provide 
health services to the uninsured will be redirected and combined with new 
grants to pay for support services to ensure access to care. These services 
include outreach, follow-up, home visits, transportation, and child care 
during office visits. 

December 15, 1993 
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Increases Access to Providers 


• 	 The Health Security plan will develop an infrastructure and provide support 
for primary care capacity to help serve rural citizens and providers. An 
additional 14 million Americans will receive improved health care services as 
the Health Security plan targets rural areas in which more than half of all 
residents earn incomes 200 percent or less of the poverty level. 

• 	 New workforce initiatives, including tax incentives, increased 
reimbursement, retraining, scholarships, and loan forgiveness programs, will 
encourage health care providers to practice in rural underserved areas. 

• 	 The Health Security plan will expand the National Health Service Corps, 
placing at least 3,000 primary care practitioners in rural areas by the year 
2000. 

Encourages Health Networks 

• 	 Under the Health Security plan, technical and financial assistance will be 
provided to develop networks. This will help the rural communities that need 
outside expertise to establish links with larger referral centers and academic 
health centers. 

• 	 The Health Security plan includes grants to support the development of 
telecommunications links between underserved providers and other 
providers, health care centers, and institutions. This will help facilitate 
"group practices without walls," allowing easier consultation and 
coordination among rural providers and with urban providers. 

• 	 New grants will be provided to academic health centers to help build 
information and referral infrastructure needed to support rural health 
networks. 

• 	 Investment in currently successful programs, such as community and 
migrant health centers, will be increased to help them establish and enhance 
contacts with other providers. 

Assures Participation of Essential Community Providers 

• 	 For the first five years after implementation, the Health Security plan will 
designate as "essential providers" qualified practitioners and facilities in 
underserved areas. 



WHAT IT MEANS FOR RURAL AMERICANS 


Affordable insurance even if you fann, own a small business, or work in a small business. 
You'll be able to get comprehensive insurance at the same rates that people that work for big 
businesses can today. What you pay will be based on your family status -- not on where you 
work, your medical history, or your age. The plan also includes tough measures against health 
care fraud and limits on how much insurance companies can raise premiums. And if you are 
seif-employed in business or farming, you will be able to deduct 100% of your health care 
costs from your taxes, compared to only 25% today. 

More docton and nunes to selVe rural America. The plan will expand Federal loan 
forgiveness and scholarship programs to increase the number of family doctors going to rural 
areas -- dramatically expanding the National Health Service Corps, placing at least 3000 
additional primary care practitioners in rural areas by the year 2000. It will provide tax 
incentives to attract and retain rural providers. And it will promote the role of nurses in 
helping to provide primary and preventive care. 

Guaranteed access to the selVices you need. The plan funds essential support for low-income 
rural Americans. That means transportation services to get to your doctor or hospital, 
translation services, and outreach so you know what health services are available. The plan 
also promotes school-based health care services in rural communities, to better enable our 
nation's young people to obtain essential preventive and other health services. There will also 
be investment in other prevention initiatives targeted to rural areas. ' 

A single claim fonn to cut red tape. There will be a single claim form that all insurance 
companies will be required to use, reducing paperwork and red tape. You won't be forced to 
fill out form after form when you go to the doctor. You won't have to pore over fine print. 
Fill out one simple form -- and you're done. 

More choice. With more doctors, nurses, and networks of doctors and hospitals, you'll have 
more choices' as to how and from whom you get your care. All Americans will have their 
choice of doctor and health plan. And the plan guarantees all Americans that they can 
continue to receive services from their physician of choice in a traditional manner -- that is 
payment for each service, otherwise known as "fee-for-service." 

Networks of rural docton and leading medical centen to improve the quality of rural medical 
care. The plan will include incentives to build local networks of doctors, nurses and hospitals 
working together to provide high-quality care. The plan also supports telecommunications 
links between rural health providers and major medical centers to obtain expert advice. These 
linkages will not only improve the quality of care, but they will reduce the isolation of rural 
health prpviders, helping to recruit and retain doctors and nurses in rural areas. 

3 
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RURAL AMERICANS AND 'HEALTH CARE: 

The Current System 


• 	 22.5 percent of the Americans live in rural areas. Many are isolated by 
economics as much as by distance. Small communities may not be able 
to support a physician practice -- and few young physicians are 
interested in taking over the solo practices of the many physicians who 
will retire in the next decade. (Bureau of the Census] 

• 	 32 percent of rural Americans dId not have health care for at least one 
month over a two year period ending in 1987. About 40 percent of all 
agricultural workers and their families have no health insurance at all. 
(Office of Rural Health] 

• 	 Rural Americans With insurance coverage typically have policies which 
cover less and cost them more out-of-pocket. (Working Group Paper] 

Rlual areas have less Ulan ODe half the Dumber of doet-efS--as-urban• 
~ 1)xrenty-eight percent of rural resi nts live in areas which have a 

shortage of primary c~e physicians compared ta onJy 9. Qercent~ 
urtran areas. [Office of Rural HealthJ, 

• 	 In 1988. 68 percent of rural counties did not have enough doctors. In 
fact. III rural counties had no physician at all. (Office of Rural HealthJ 
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RURAL AMERICANS AND HEALTH CARE: 

The Clinton Plan 


REAL REFORM NOT JUST A PROMISE AND A PIECE OF PAPER 000 

Rural Americans are hit hard by the current health care system. The Clinton 
health care plan provides real reform not just a promise and a piece of paper. 
We will help provide a more stable economic base for providers -- putting 
rural communities in a better position to get and keep providers. 

• 	 The Clinton plan will secure a comprehensive benefits package for 
America's rural communities -- farmers. small business owners. and 
families. We will end insurance underwriting practices that discriminate 
against people based on whether they're young or old. sick or healthy. 
married or single. We will ensure greater stability in premiums from 
year to year. 

• 	 Rural small business owners and farmers will get the advantages of 
being part of a large group -- gaining leverage to buy wholesale not 
retail and the safety in numbers that comes from being part of a large 
group including stable premiums. 

• 	 Rural Americans will have alliances working to get them good coverage 
and protect them from bad insurers. 

HOW IT WORKS 000 

• 	 The plan makes rural settings more attractive for doctors and other 
providers by: 

Removing the heavy burden of uncompensated care paid by 
providers and reduce paperwork 
Making sure providers are paid on time by reliable and effiCient 
insurers 
Breaking the isolation. by setting up links with hospitals. other 
health networks and providers to increase rural access to the 
latest and best information. 
Coordinating rural health care providers. hospitals. and home care 
services. 
Providing emergency service support 

• 	 The Clinton plan will train and recruit providers for rural areas by 
building strong finanCial incentives into student loan programs. 
providing rural medical school residency locations. and building links 
between rural physicians and regional medical schools. We will expand 
the National Health Service Corps. 



RURAL AMERICANS AND HEALTH CARE: 

Questions and Answers 


Q. 	 How will managed competition work in a rural area when there are 
no providers to compete? 

A. 	 The Clinton reform provides secure coverage to all Americans regardless 
of where they live. Rural Americans will be able to choose to go to their 
local doctor through traditional insurance plan or an integrated health 
plan. Rural hospitals and providers will develop community-based 
health plans in rural areas linked to regional medical centers. In some 
cases, urban health plans will expand to cover rural areas. 

Q. 	 How will the plan help rural areas? 

A. 	 The biggest help for rural areas is providing secure coverage. That 
means that all rural Americans -- regardless of where they work -- can 
get secure coverage to a good benefit package for a fair price. By 
building in economic incentives for doctors to practice in rural areas and 
encouraging community-based networks to form, rural Americans will 
be able to get the high quality care they need. Providers won't have to 
continue to provide even more uncompensated care than urban 
providers. They will get paid and paid on time. 

Q. 	 How will reform work in rural America? 

A. 	 State flexibility is a dominant feature of the Clinton health reform. The 
President, as a former governor, is fully aware of the tremendous 
differences among the states. That's why this plan encourages states to 
find the solution that's best for them -- it may mean alliances in one 
state and a single-payor model in another. We don't want to 
micromanage what states do so long as they meet the federal guarantees 
of universal coverage, access, quality and cost containment. 

Q. 	 Anti-trust and other state anticompetitive laws seem to be 
hampering rural network development. What does the plan do to 
alleviate this problem? 

A. 	 The proposes that the federal government develop model legislation, 
which can be adopted by states, to protect developing networks from 
federal anti-trust laws. 

Q. 	 How will rural health interests be represented and assured? 

A. 	 Rural residents will be members of the governing board of the alliance in 



direct proportion to the percentage of rural residents who are members 
of the alliance. 
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HEALTH SECURITY ACT OF 1993: 


BENEFITS TO RURAL AND FRONTIER AREAS 
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RURAL AND FRONTIER AREA BENEFITS 

The Health Security Act will greatly benefit rural and frontier areas. Provisions affecting 
rural and frontior areas are scattered throughout the Act. Together they provide a 
comprehensive array of improvements. 

• 	 Universal coverage will provide comprehensive and continuous benefits to millions of 
uninsured and underinsured rural residents and assures reimbursement for providers 
who care for them 

• 	 Financing provisions are tailored to assist self-employed residents and small businesses 
pay for coverage. 

• 	 Special programs assure that health care providers will be available to care for rural 
areas. 

• 	 Flexible alternatives are offered for creating rural systems of care. 

UNIVERSAL COVERAGE 

The Health Security Act 

• 	 Provides health insurance for the estimated 8 million uninsured rural Americans. 

• 	 Improves the benefits available to many million more underinsured rural residents. 

• 	 Relieves rural providers' uncompensated care burden which amounts to billions of 
dollars, over $1.5 billion for rural hospitals, alone. 

FINANCE AND INSURANCE REFORM 

• 	 Self-employed people will be able to deduct 100 percent of the cost of their health 
insurance premiums for the comprehensive benefit package purchased through a health 
alliance, which will help many farm families. 

• 	 Alliances will provide increased purchasing power for individuals, small businesses and 
self-employed people, often at less costly rates. 

• 	 Alliances will make health insurance purchasing decisions easier and more rational for 
individuals and small businesses. 
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• 	 Cost sharing, even under fee-far-service plans. will be less than many rural residents 

currently pay with their commercial insurance. 


• 	 Insurance industry reforms will prohibit current practices of redlining, previous condition 
exclusions, etc. which affect individual insurance rural purchasers. 

INCREASING THE AVAILABILITY OF PROVIDERS THROUGH EDUCATION 

• 	 National effort will increase primary care physician trainees to 55 percent. 

• 	 New funding for training primary cara physicians and underrepresented minorities. 

• 	 New funding for training of non·physician providers: 

Graduate nurse education programs receive $200 million per year 
Additional funding for training physician assistants, advanced practice nurses, 
and administrators 

ASSURING THE AVAILABILITY OF PROVIDERS THROUGH PLACEMENT AND RETENTION 

• 	 Universal coverage will eliminate uncompensated care and pay providers for what they 

do. 


• 	 National Health Service Corps (which places about 60 % of their providers in rural 

areas) will expand nearly five-fold. 


• 	 Tax credits are offered for primary care providers serving in underserved areas· up to 

$1,000 per month is available for primary care physicians and $500 for non-physician 

providers for up to 5 years of service. 


• 	 Allowable depreciation expense for medical equipment is increased an additional $10,000 

for primary care physicians practicing in designated underserved areas. 


• 	 Medicare's 10 percent bonus payment for primary care physicians practicing in 

underserved areas is increased to 20 percent, while other specialists continue to receive 

a 10 percBnt bonus. 
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DEVELOPING SYSTEMS OF CARE 

• 	 States may require health plans to cover all or specific parts of a regional alliance area 
as 8 condition of contracting with an alliance. 

• 	 Alliances are permitted to offer incentives to health plans to encourage them to provide 
coverage in rural areas. 

( 

• 	 Many rural providers will be eligible for transitional protection as essential com munity 
providers. 

• 	 Guidelines for risk adjusting premiums may have geographic factor. 

• 	 States or alliances may opt for single payer systems. 

• 	 Academic health centers may apply for grants to develop service relationships with rural 
and· inneracity areas, including information and referral networks and 
telecommunications. 

• 	 PHS Capacity Expansion programs will provide: 

grants for communities to form ·community health plans and networks", 
enhancing their ability to compete in the new system and to maximize their 
control 	of their own destiny. 

loans and loans guarantees to help capitalize programs serving low-income 
patients and underserved areas, including construction. 

IMPACT ON RURAL HOSPITALS 

• 	 Universal coverage will relieve the burden of over $1.5 billion in uncompensated care. 

• 	 Linkages with other providers will increase as health plans seek to assure benefit 
package, coverage. 

• 	 Access to larger. more appropriate workforce pool for recruiting. 

• 	 May apply for Essential Community Provider designation. 

• 	 May apply for PHS capacity expansion grants and loans. 

• 	 Largest Medicare cuts are in programs that have smaller impact on rural hospital 
reimbursement rates (disproportionate share and graduate medical education). 
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IMPACT ON RURAL DOCTORS 

• 	 Universal coverage will provide new SDurce of revenue. 

• 	 Paperwork burden on doctors' offices should be lightened. 

• 	 Primary care doctors will be in great demand and in a good bargaining position with 
health plans. 

• 	 Medicare bonus payments for primary care doctors in underserved areas will rise from 
10 percent to 20 percent 

• 	 Tax credits and Bccelerated equipment depreciation will be available to doctors in 
underserved areas. 

• 	 May apply for Essential Community Provider designation. 

IMPACT ON SMALL EMPLOYERS 

• 	 Discounts for low-wage small business will be provided. 

• 	 Small employers with low-wage employees will be able to obtain coverage for as little as 
$1.00 to $2.00 per day per employee. 

• 	 Most employers now providing insurance probably will see their costs go down. 

• 	 Insurance industry practices of red-lining, price baiting, gouging and dropping coverage 
when employees or their families get sick will be eliminated. 

• 	 Cost increases in health insurance premiums will be controlled. 

• 	 Alliances will increase small business purchasing power and dramatically reduce 
administrative costs of obtaining coverage. 
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ESSENTIAL COMMUNITY PROVIDERS 

The Essential Community Provider program provides transitional protection to federally­
funded and others delivering care in difficulHo-service areas. The program will assure that 
providers caring for vulnerable populations are included in health plan development. 

• 	 Health plans must contract with all ECPs in service area. 

• 	 ECPs must be paid at a negotiated, contracted rata Dr, at the election of the ECP, at an 
appropriate Medicare rate (e.g., FQHC. RHC, or Medicare capitation rate) or on the 
alliance fee schedule. 

• 	 Some providers are automatically certified, including: 

Community and Migrant Health Centers 
Rural Health Clinics 
Federally-Qualified Health Centers 
Indian Health programs (including tribal units and 638 contractors) 
other federally-funded providers 

• 	 Other providers may apply for certification, including 
rural hospitals 
physicians I 

health departments 



SUMMARY OF 

RURAL· HEALTH AMENDMENTS· 


NATIONAL HEALTH SERVICE CORPS 

• 	 Funding for the National Health Service Corps (NHSC) would be increased. 

COMMUNITY SCHOLARSHIp· PROGRAM 

• 	 The Community Scholarship Program under the National Health Service Corps would be 
funded at $2 million annually for fiscal years 1996 through 2000. 

. . CLARIFICATION OF ANTITRUST SAFE HARBORS FOR RURAL HEALTH 
PROVIDERS ' 

• 	 This provision would instruct the Department of Justice (DOJ) and Federal Trade. 
Commission (FTC) to clarify existing and subsequent antitrust safe harbors specifically for 
rural providers by providing more illustrative,examples in their policy guidelines.. 

• 	 The DOJ and FfC would also be instructed to work withllliS' Office of Rural Health (or 
· Assistant Secretary for Rural Health) to develop methods to disseminate this infonnation to 
· providers. .. 

. . . 
. 

~ 	

'. . 

MEDICARE BONUS PAYMENTS FOR NPPs AMENDMENT 

• 	 This provision would make non-physician practitioners (NPPs) such as nurse practitioners 
·and physicians assistants practicing in underserved rural areas eligible for Medicare bonus 
payments at the same rate as ·physicians providing primary care services in underserVed .. 
areas. 

. ,'. -'" 	 , " " 

• 	 This provision.isbudget neutral relative to the Mitchell bill. The 20 percent bOnus payment 
for physicians included in the Mitchell bill would be slightly reduced, arid the savings 
achieved would finance the NPP bonus payment. The Secretary would detennine the 
corresponding bonus payment rates for physicians and the NPPs based on these savings .. 
· The physicians would still receive a bonus payment· substantially greater than the 10 percent 
bonus payment tney currently receive under Medicare. '. 

RURAL BASED MANAGED CARE PROGRAM 
-.' . 

• 	 Few managed care pl~s hav.e entered rural areas. By providing development and 

operational grants, more managed careplans would enter rural areas. 


• 	 This amendment would.establish.a grant program for the development and operation of 
rural-based managed care networks. These grantfunds could be used for the development 

. 	 . 

.... ' 



-~ 

ofa nir~l-based rnamiged care network, for data and information systems ihcluding . 
telecommunications, for meeting solvency r~uirements under Medicare, f9rthe ' . 
recruitment of health care providers and for enabling services including transportation and 
translation. . 

• 	 The' grant program would be authorized at $10 million for 1996 thrpugh 2000 .. 

RURAL EMERGENCY MEDICAL SERVICES' 

• 	 A grantprogram wo~ld be established for states for the de~elopment of a rural emergency 
medical systems; States would receive grants for the creation or enhancement of air 
medical transport systei:ns that provide victims ofmedical emergencies in rural areas With 
access to treatment . 

. GRANTS FOR TELEMEDICINE 

• 	 Funding would be provided ,forgrants fo~ telernedicine -- $15 million for FY 1996 through 
2001. ' 

'. . 
, RURAL REPRESENTATION ON ADVISORY COMMITTEES AND COUNCILS 

• 	 This provision would guarantee rural representation-cm several advisory <::ommittees and 
,councils established under the Mitchell bill .. ". . , . . 

ALLOCATION FOR PARTICIPATION,OF PHySICIANS ASSISTANTS IN 
NHSC SCHOLARSHIP AND LOAN PROGRAM 	 . 
~ . '. . 	 . . , 

• 	 . As currently drafted, the NHSC sets aside 20% ·of NHSCfunds for nurses only. This 
, amendment would inc rude PAs in the set aside. ., 

. '., 

ELIGIBILITY OF RHCs TO RECEIVE' FUNDS' 

• 	 The Mitchell bill estabHshes several gr~t and loan programs toimprove access to health 
care in urban and runil underservedareas including -- (1) grants for the development of 
plans and networks and the expansion and development of health care sites and services, 
(2) direct .loans and grants for capital costs (3) enabling and supplemental services. . 	 . ' '. . 

• 	 Under the Mitchell bill, rural health clinics could only receive developmental, enabling and 
supplemental services funds as part of a ~Qnsortium of community bast:d providers. 

.. This ameIldmentwould allow non-profit and public Rural Health Clinics (RHCs)to be 
eligible to receive -- (1) grants for the development of plans and ,networks and the . 
expansion and development of health care sites and services, (2) direct loans'and grants for 
capital costs (3) enabling and supplemental services. " , 

• 	 . Under this amendment, for-profit RHCs would only be eligible to r~eive loans forcapital 
costs. ' 



. OFFICE. OF THE ASSISTANT SECRETARY FOR RURAL HEALTH 

• 	 The Mitchell bill elevates the position of the Director of the Office of Rural Health to the 

Assistant Secretary for Rural Health. 


• 	 However, as currently drafted this provision does not transfer the current functions 
performed by the Offic~ of the Director of Rural Health to the newly established Office of 
the Assistant Secretary of Rural HeaIth~ These functions would be transferred to the .' 
OASRH. ' . 

. TECHNICAL AMENDMENTS TO MEDICAL ASSISTANCE FACILITIES 

• 	 Several technical amendments would be made.to the MAFprovisions in the Limited Service 
Hospital Program:. . 



. ANTITRUST SAFEHARB'ORS FOR RURAL 

.HEALTH CARE PROVIDERS 

, AMENDMENT 
' . .'1 

• ·This amendment would in:structthe DOJ and FTC t~clarify existing and 
. subsequent antitrust safe harbors specifically for rural provi,ders by 

providing more illustrative examples in their policy guidelines.. 
'.. " ) ;. . 

·.. ·	The DOland FTC' would also be instructed to work with HHS' O'ftice of 
Rural· Health· to develop methods to disseminate this information· to ' 
providers.·· .. 

CURRENT LAW· 

., 	 Providers can seek 'guidance from the ag~ncies for activitieS they fear could be challenged . 
under federal antitrust laws. 

. .. . -' . .... InSepte'mber 1993, ,the DO] and FfC jointly issuedantitrust guidance to health care 
providers in the form of The Health Care Antitrust Enforcement Policy 
Statements. ,.' ' 

• 	 . The statements cover six areas -- (1) hospital mergers, (2) hospital joint ventures involving 
high technology or other expensi~e medical equipment, (3) physician's provision of . 
information to purchasers of health care services, (4)hosPltal participation in exchange of 
price· and cost information; (5) joint purchasing arrangements among health care providers 

· and (6) physician network joint ventures., 

. 	 . 

• 	 The DO] and FTC expect to release additional and revised statements within the next . 
few months. Critics allege that the policy statements do not addtess manyof the issues that 

: . will be increasingly common in a.managed competition framework. 

, '.. The policy statements cont~in an'titrust safety zones for~ach category. For exa~ple, 
·	agen~ies will not challenge joint ventures among hospitals to purchase, operate arid market 
the services ofhigh . technol9gy equipment if the venture includes only the number of· 
hospitals necessary to support the equipment. . , 



• 	 The statements also summarize the rule of reason analyses the agencies will use to 

review ad:ivities that fan outside the safety z~nes. ' 


• 	 , If these s~atements:do not offer e~ough guidance, providers can request 'a business " 

revie~ and advisory opinion from the DO] and FfC to review the antitrust', , 

implications of a proposed activity. Theagencies have established an expedltedreview 

,process; reviews are completed within 90 days if the arrangement falls within a safetY zone 
and 120 days otherwise. 

RATIONALE FOR AMENDMENT 

• 	 Despite t~e issuance of the DO]' s Health Care Antitrust Enforcement Policy Statements, 
rural providers still require additional guidance and clarification on antitrust.matters. . . '. '. 	 ­

, , 

• 	 It also appears that many rural providers are unfamiliar with the DO],s guidelines and 
business review and advisory opinion processes: Hospital associations have made some 
efforts to distribute guidelines to their members in the states. But the guidelines still 
need to be more widely distribut(!d to ,all types of rural providers. Rural, 
providers should ,also aware of the ,DOJ's business review and advisory : 
opinion process. 

• 	 Although the DOns 'already planning to issue more illustr3:tive guidelines for rural health 
providers. this amendment would be a posi~vesymbol tcrural providers. 

,TALKING POINTS 

• 	 Rural health care ptoviders cite an increased need to collaborate with colleagues and other 
facil~ties to share sparse equipment and decrease the fragmentation of care. Rural providers ' 
in South Dakota discuss efforts to merge hospitals. clinics, and'physician practic~s to form 

, "integrated ~ealth delivery systems.", Ul1fonunately, they believe many of these activities 
are stymied because. providers worry ~at they will be deemed collusive. 

, . , 'The mere threat of lawsuits, espeCially among isolated rural providers who 
ofte~-do:not have .,access to sophisticate.d legal advi.ce, may be inhibiting 
prOVider collaborataon. The ~ of lawsults by competltors and DOl and/or Fre, 
the potential for treble damages and criminal prosecution, and the expense associated with 

, " antitrust challenge~ may create a chilling effect on provider collaboration. ' 

• , ,The DOl's safe harbor guidelines were an important first step in delineating safe' harbOrs' , 
from antitrust prosecution. However, additional clarifications from the DOJ and 
FTC are still needed.' " . ' ' 
, , 

'. 	 Rural health provide~' would be more likely to pursue more collaborative ventures and' ' 

establish Iletworks with additional guidance from the DO], and Ffe ' 



• 	 In addition, it also appears that inany run~1 providers are unfamiliar.. with 
. th~ DOJ's guideline~ and business reviewi and adviso~y opinion proces.ses. 
ThIS amendm~nt would Instruct the DOJ and fTC iwould also be Instructed to work WIth . 
HHS' Office of Rural Health to develop methods to disseminate the policy guid~lines and 
information on POl's business review and advisory opinions procedures to rural 
providers~ . 

• . 	 This amendment does N.QI establish broad antitrust exemptions for rural 
providers. The amendment simply clarifies existing and subsequent guidelines for rural 
providers and ensures~dequate dissemination of this information. This amendment . 
responsibly addtesse~ the concerns of rur~1 health .care ,providers. 

! 
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MEDICARE BONUS PA¥MENTS'FOR NPPs, 
, .,. l ' •. 

AMENDMENT 

'. 	 This provision would make non-physician p'racti#oners (NPPs) such as nurse practitioners 
,and physicians assistants practicing in rural HPSAs eligible for Medicare bonus payments at 
the same rate as physicians providing primary care services in underserved areas. 

! .. 

• 	 This 'provision is budget neutral relativ'e to the Mitchell bill. . 
I· 

. 	 I. .. . 
• 	 . The 20 percent bonus payment for physicians included in the Mitchell bill would be slightly' 

reduc~d. and the savings achieved would finance the NPP bonus payment~' . 

• 	 the Secretary would determine the corresponding b()nus payment rates for physicians and 
the NPPs based on these savings. . ! .. 

. I 	 . ' 

• 	 The physicians would still receive a bonus paymbnt substantially. greater than the 10 percent 
bonus payment they currently receive under Medicare." . 

i 
CURRENT LAW 	

I 

'. . I. . 
•. 	 '. Non-physician practitioners are not eligible to re~eive Medieare bonus payments under" 

current law. . ! 

.1
" . .".. .' .' !' 	, 

• 	 '. Physicians practicing in rural under served areas receive a 10 percent bonus payment for 
services provided to Medicare beneficiaries. 

! 
I

RATIONALE FOR AMENDMENT' 

• 	 No~-physici_an, practitioners are critical to enSUripg that rural residents have access to 
primary care services. 1 

. 	 - I • . 

• 	 . Just like ·PhYSicians. non-physician practiti~nersrneed to be enticed to. practice in rur;il 
'underserved areas. Medicare'bonus payments may be one way to attract NPPs to rural 
underserved areas. 	 I ' 
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TALKINGPOINTS 


• 	 ThePhysician Payment Review Cbminission (PPRC) which advises Congress on Medicare 
Part B and other issues, has recommended that th~ Medicare bonus payments be extended to 

, , non-physician practitioners.' , 

• 	 There continues to be a need to attract primary care providers to underserved areas. 
, ' . ',: 	 " t " " , 

• 	 It makes sense to exten'd the bonus payments now available to physicians to advanced 
practice nurses and physicians assistants since these providers very often treat patients in 
rural underserved areas. ' , "I ',' . " ,.. 	 ,I ' , 

• 	 The potential for NPPs to meet the needs of the niral underseived populations has been a 
major factor in 'encouraging their training over the past twenty years. . 

. ~ " 

, 'I 

• 	 Most nurse practitioners and PAs are, trained and educated as primary care providers -- that 
is why they become nurse practitioners. Making HPSA,bonus payments available to,them is 
sure to increase access to primary care services. : . , ' 

, '",',. ' , 	 I, . ' , 

• 	 Many of the same disincentives 'to relocating to rural HPSAs that exist for physicians exist 
,for NPPs. These include, lack of professional peers, lack of heath care facilities, and. 
, insufficient population base to sustain a practice. IProviding stronger economic. incentives to 
locate in rural areas is the one way to overcome t~ese other disincentives.. ' ' : 

• 	 'Moreover, advanced practice nurses receive 'only ]75% to 85% of what physicians receive 
for the same service more. These lower payments make it more difficult for advance " 
practice nurses to set up independent practices. Extending the Medicare bonus payments to 
advance practice nurses would help to offset this lower rate of payment and make it more ' 

'feasible for them to open up practices in rural underserved areas. ' 
" "" ' , I' "", ' 
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I 
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RURAL MANAG:ED CARE 

:DEMONSTR~TIONS

. 	 I .. , 
1
I· 	 ,... I 

AMENDMENT 

• 	 Few managed care plans have entered rural'areas.i 
.1 

, ,. 1 

• 	 This amendment would establish a grant program Ifor the development and 'operation of 

rural-based managed care networks. These grant funds could be used for the development 


, of arural-based manageq care network, for data ahd information systems including 
telecommunications, for meeting solvency requir~ments under Medicare, for the, 
recruitment of health care providers and fot enabling services including transportation and 
translation., , ' . ' .. . I .. . , . ' 

• 	 The grant program would be authorized at $10 million for 1996 through 2000 .. 
" 	 . '! ,. 

, • , Special priority would be giveQ to those plans that would serve rural underserved areas and 
those that involve rural residents and providers in ithe planning and development of the 
managed care network. ' i· ' 
.. 	 I ' ,

I ' .. 

CURRENT LAW 

• 	 There is no provision under current law. I 

I 
i 

RATIONALE FOR AMENDMENT 

• 	 Few managed care plans 'have entered rural areasl By providing development and 

. ,operational grants, more managed care plans would enter rural areas. 


TALKING POINTS 

• 	 Few managed care plans have entered rural areasl By providing development and 
operati6rlal grants, more managed care plans W04ld enter rural areas. 

- . ' . . 1-· . 
• 	 This amendme~t would establish a grilntprograrn for the development and operation of· 


rural-based managed care networks. These grant, funds could be used for the development 

of a rural-based managed care network, for data and information systems including . 

telecommunications, for meeting solvency requirtments under Me,dicare, for the . . 

recruitment of heal th ,care providers and for enab\ing services including transportation, and 

translation. . .'" " . " ' , " '.' 


• 	 The grant program would be authorlzedat $lO'n1illiori for 1996 through 2000. 
i 
I' , 
I 
~ 

~' , 



I 
I 

I 
. . i . 

• 	 Special priority would be given to those plans that would serve rural underserved areas and 
those that involve rural residents and providers in fhe planning and development of the 
managed care network. '. . , 
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RURAL HEALTH CLINIC 
'I ' 

FUNDING 
. L 

i . 

AMENDMENT' 

,. 	 The MitcheUbill establishes several grant and loah programs to improve access to health 
care in urban and rural underserve.d areas includirtg -- (1) grants for the development of 
plans and networks and the,expansion and develdpment of health care sites anci services, 
(2) direct loans and grants for capital costs (3) en~bling and supplemental services. 

. . 	 . , " 

• 	 Under the Mitchell bill, rural health clinics could ~mly receive 'developmental, enabling and 
supplemental services funds ,as part of a consortium of community based providers .. 

• 	 This amendment would allow non-profit and public Rural Health Clinics (RHCs) to pe 
eligible to receive -- (l)grants for the developmeht of plans and networks and the 

, expansion and development of health care sites and services, (2) direct loans and grants for 
capital costs (3) enabling and supplemental servi<;:es. 

, 	 ' I", " ,' .. 
• 	 Under this amendment, for-profit RHCs would only be eligible to receive loans for capitil 

costs.' ,,' ' :' .,' 	 , 
I 

. 	 , 

RATIONALE FOR AMENDMENT 

• ,All rural health clinics are loca~ed in areas that ar~ designated. by the Federal government as 
medical shortage areas, and they serve a disproportionate number of patients that have 

,traditionally lacked access to health care. ' , 

• , , A 1994 survey of RHCs revealed that neariy 30~ of the patients in RHCs are On Medicare, 
,: 	 28% are on Medicaid, and 14% are uninsured. While 63% of the US popUlation has 

'private insurance, only,28% of the patients cared' for in an av~rage RHC have private 
insurance:' j 

I 

• 	 RHCs, .as i I11portant providers to the uriderserved in 'rural areas, must be given the same 
opportunities'Sen; Mitchell's bill' gives ,other ruql providers ,to enhance their ability to serve 
the~al,communities that depend on them. ' , ., 
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RURAL HEALTH CLINICS IN 

. SOUTH DAKOTA . 


• 1 	 . 

.. . 	 . . . . .' i . .•. . 
• 	 1 would like to tell you about a rural heal,thclinic that .1 visited in Wall, 

South Dakota. Wall is a community of about 8~0 people. The c1inicis. run by Daye 
Custis who is a physicians assistant.' . . i·· . 

• 	 . Dave has been working in the clinic for the past tJn year. He is a PA practicing alone in the ... 
rural health clinic ..The physician affiliated with His clinic is in Rapid City. The physician 
comes to theclinic a half a day a week..j .. . 

• 	 The dinic was one of the fIrst rural healthclinics in the country, opening in the late 1970s. 
Prior. to the clinic opening, . there had :been 'no one provider consistently 
providing' care 'Tor the community. '. I· . '. . . .. . 

:. '. .. I 	 . 

• 	 Physicians had practiced in Wall,' but because of hospital closures· and 
other factors, the town was not able to cqnsistently keep a rural health care 
provider until the rural health clinic opened. 

• 	 The clinic estimates that between 20' and 130 percent of the population in· 
uninsured. Without Dave and his clinic, these people probably not receive any health 
care services, and certainly not preventive servic<7s. . , , .. 	 Attached is an article that appeared in USA Today that featured Dave's clinic . 

. '. 	 . I· , 

! 
I 

• 	 There are 40 Rural Health Clinics in South Dakot,acompared to 15 Federally QualifIed' 
Health Centers -- 2 urban and 13 rural.FQHCs. The 13 rural FQHCs were RHCs before 
being designated FQHCs. . . I . . 

. . 	 I . 
• 	 All the RHCs in South Dakota are nOh-profIt entities. 

I 
, . 
i 
I 



.Rural Health Provisions in' Mitchell 

, 	 ! .-' 

.. Bill! 
. I 

i 
I 

• 	 Senator Mitchell's bill already includes as-ubstantial set of rural health provisions. He . . 
listened to the concerns many of us expressed abQut how rural areas would be affected- by--' 

:. changes being proposed in our health care system\ and the bill he introduced reflects his 
commitment to ensuring that health reform does ~ot pass by rural communities. - __ ­

i . .' 	This package of amendments builds on the solid qase the Majority Leader's bill establishes 

for rural America. 


, 
. 	 I 

• 	 Below is a summary of the rural provisions in thel Mitchell. bill . 

, ­
I 

. The Mitchell bill improves the EACH/RPCH program by providing more flexibility to RPCHs. 
For example, RPCHs would have to meet an average 96 hour length ofstay requirement instead_ of 
the current requirement that any individual hospital stay tannot exceed 72 hours. The bill also _ 
increases the allowed number of SNF beds for a PRCH <;1nd repeals the development of a PPS , 
system for inpatient and outpatient RPCH services. PRCHs could establish a network with at least· 
one hospital (not necessarily an EACH) that furnishes services services that the-PRCH cannot 
furnish.! 

As part of the limited-service hospital program, the EACHJRPCH program would be. expanded to 
all states. The authorization for the program would be e~tended through 1999. The authorization . 

- . level would be raised to $15 million from 1993 through 11995 and $25 million for 1996 through 
1999. 	 - . . - . . - - ." . -. ; , '. 

MEDICAL . ASSISTANCE-FACILITIES_I 
. . - . I. 

As part of the limited service hospital program, the MAF program would, be opened up to all -states. 



I'• 
.RURAL HEALTH TRANSITION GRANT PROGRAM. 

- '.' I 	 ". . 

The Mitchell bill pennits RPCHsto be eligible for these grants, extends the authorization of 
appropriations for this program through 1999 and require's grantees to submit reports annually 
instead of every six months. ! '. 

. I 
. . . r . 

MEDICARE DEPENDENT, SMALL RURAL HOSPITALS 
. 	 I 

I 

The Mitchell bill extends the cu'rrent law classification of Medicare-dependent hospitals which 
benefits many· hospitals by offering higher reimbursements relative to-the PPS rates. 

. i· 	 . 

TAX PROVISIONS 

The Mitchell bill includes tax credits for providers in' rural underserved areas ($1000 for physicians 
and $500 for non-physician practitioners) and increased expensing limit provisions for medical 
equipment. . . ! . . 

. . ..' .' ...j . 
TELEMEDICINE AND RELATED TECHNOLOGY ~ 

I'. 	 .. . 

The Mitchell bill would establish additional grants for tel~medicine. The bill also est~blishes an 
interagency task force to coordinate evaluations of teleme~icine and related technology . . 
demonstrations. The Mitchell bill establishes demonstration projects to establish payment 
methodologies for telemedicine.· . '. . 

'1 

MEDICARE BONUS PAYMENTS l 
I 

Medicare bonus payments would be increased to 20% (ffom 10%) for all primary care ~ervices . 
provided by physiCians in a rural HPSA. 	 ! '. . . 

. .I-I VISAS 

.. The Immigration Act would be amended to'allow an "interested stafe agency" (rather than an 
"interested federal agency") to certify there is aneed for the foreign·doctor to remain on the' 
hospital's staff. . .... . 

'1 

QFFICEOF THE ASSISTANT SECREl1ARYFORRURAL HEALTH 
, 	 I 

. The pOSitiO~ of the Directo~ of the Office of Rural HealtH would be el~vated to the posi'tion of the 
Assistant Secretaiy for Rural Health, thus enabling the Office to promote departmental policies that' 

. effectively aqdress rural needs. 'The Office's mission. wquld be expanded to include advising on 
how health care. refonn would impact rural area.s. ..... . . . . 

'PA/NP REIMBURSEMENT' 
. . 	 I··. ­

Under Medica,re, all NPs andPA~ (including those in rufal areas) would be directly reimbursed by . 
Medicare at .85% of the RBRVs rate for services perfonried in all outpatient settings. Under .' 

. Medicare, rl:lrally-based NPs would be directly reimburs~d at 65% of the RBRVS rate for assisting 
at surgery in urban areas. States would'also be required ,to directly reimburse all NPs in rural area. 
under Medicaid.. I,. 

! 
I 

I 
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COMMUNITY HEALTH GROUPS AND HEALTH CARE SITES 
. .' ; . 

The Mitchell bill establishes several grant and loan prbgrartt,s for to increase access to health plans, 
networks, sites and services by rural Americans. Entitieslcan apply for grants and loans for the 
development and expansion of plans, networks, sites and Iservices as well as for capital costs 
associated with these activities (modernization, constructi.on or expansion of facilities). Grant 
funds could also be used to finance enabling services such as translatiori' and transportation and 
supplemental services not covered in the standard benefit package. Engibleentitiesfor these grimts 
and loans include rural health clinics and federalltqualifiF heald cen~ers, ;Unong others~ 

I 

NATIONAL HEALTH SERVICE CORPS! 
! 

, The Mitchell, bill increases funding for the NI-isc and requires that at least 20% of those funds in 
the Scholarship and Loan RepaymentProgram would be :designated for nurses. ' 

. . ~ 

IGRADUATE MEDICAL EDUCATION I 
'I 

The Mitchell bill would also alter GME funding to encourage an increase in the supply of prirmiry 
care providers wbich areinshon supply in rural areas. G~ payments could be made directly to 
the "applicantprograrn" so that community health centers~rural health clinics and others could run 
training programs. ' , ' , I' ' , 

I 

ESSENTIAL COMMUNITY PROVIDERS 
'. '", 

The Mitchell bill requires all health plans to'either have a panicipation agreement or contract with 
essential community providers. ECPs include federally qualified health centers and rural health 
clinics, among otDers. RHCs and FQHCs without a participation agreemerlt would be guaranteed
reasonable cost reimbursement. " ' ,i ," ", " ' 

, I 
I 
: 
I 

I 

I 
i.' 
I 
i 
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. . .'. . , ! . ' 	 . 

GENERAL BACKGROUND' 

RURAL'HEALTH elARE'DELIVERY 
, 	 'I 

KEY ISSUES 
'I ' 

The keyissuesin the effective delivery of health care to ~ral America'can be examined ~nder the 
headingsof -- insurance coverage, providers; capacity; and Medicare. . 

, . ' ' , ' ,! " 

Insurance Covera2e " I' 

• 	 7.7 mill ion rural Americans now lack basic health1insurance' 
, " , ' , . " I· , ' 

• ' 14% of rural residents are without health insurande at some point quring a year ' 
I 	 . 

26.5% of the rural uninsured are children., 

• 	 32% Of the nonelderly rural uninsured have 'family incomes below the poverty level 

, . 6% of nonelderly rural uninsured are farm familiJs 

• 42% ofrheruralunins~art; working 	 .. ..·.·1 

• • 60% ofthe nonelderlyuninsured who work areefuployed in firms of less than 25 
employees' , 

• 	 15.1 % ofru'ral school age 'children ar~ uninSl:fredcomp~ed to l3.1% in urban 'areas 

" . 	 55.5% of ruralw~rke;s are insured through th~ir!workPlace or'union compared to 61.8% 
for urb~nworkers . " 

Providers', ' 

• 	 Increasing the Supply of primary care physicians and attracting them to rural communities is 
the top priority for in rural areas." .,",' 

• 	 , Next on their list is enha~eing th~ numbers of nori-~hysician providers and enlarging their 
, roles. ", " ' . ' , ' " " . ,,', ' r' , ..,',., " ' , . " , 

.' ,. A 	more recent, but equally critical problem, isthe!inCreasedco:npetition 'forprim~ ~are '. 



i 
I . 

physicians and non-physician providers' from urb~n managed care plans: Rural areas fe~ 
that there may be a drain of prim'ary care physicians from rural areas to urban-based 
employment packages offered by HMO's that pro:vide both a shoner, more predictable~ . 
work schedule and a guaranteed higher income .. i 

I 

Capacity' 	 I
I 

• 	 Rural areas have too few points o{access to care.: Manyof the provid~rs work in relative 
isolation. ' I' 

• 	 There are many sma.II rural hospitals that must provide the full range of medical services 

without adequate speciality back-up. .i 


I 

• 	 . There have been hospital closings due toupder utilizatiori and payment shortfalls. There 
. were, in fact, 330 rural hospital closings betwee~ 1980 and 1990. " . . . " 

, , . 	 I,. 

,. ,It is imponant to note that the rural hospital is often the core institution of an integrated 

health delivery system and a hospital's failure can bring down the entife network. 


[ 
I 

Medicare' 
. . . 	 . I. .' 

, . I 

In rural hospitals today, Medicare payments acco~nt for,about 40% of.net patient revenue. 
While that is the average, in some rural facilities Medicare accounts for nearly 90% of 
patient revenue. In 1992, 31 % of rural hospitals had negative total operating margins, 

. comparing total revenue with total expenditures, ~ot just Medicare. " , " 
'. 	 I" 

• 	 Financing .health reform, through savings in Meditare is of major concern to rural America . 
Due.to the high proportion of elderiy in rural are~s, any continuation of the Medicare 
'program with a'reduction in Medicare outlays haS the potential to put many rural providers 
at a significant financial risk. ' . . 

I 

.. , Under health reform,if Medicare dOes not pay it~ fair share, and there i~ no significant cost 
shifting from private sources, the hospitaJswill s:uffer. Even though universal.covera'ge 
will end these hospitals long history of delivering uncompensated car~, it is possible that 
the gains. from this. will not offset the losses from Medicare. ' , . 	 ·i 

• 	 . Funher, ,under Medicare there is a decade long history of inequitable funding of rural areas 
'as compared 'to urban areas. Rural areas are .opposed to any perpetuation' of this payment, 

. . I ' '. 

scheme under any new health reform measures. ...,' . " .I 	 . 

I 

J 
.~ j • 

: . 
I 

1 
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RURAL 'HEAL TH CARE DELIVERY 

SELECTEDSTATISTICS 


National 

• 	 A higher percentage of rural residents than urban tesidents are without heal th insurance. ' 

• 	 Up to 25% ofrural doctors will retire or relocate within the next five years. 
, 	 "I' " " , 

• 	 The government has identified about 2,000 "primary care shortage 'areas" with,a total 
, population ,of 35 miilion citizens. ,It would take'~ore than 4,000 doctors to fill these areas. 

, " 	 " ' I ' 
• 	 Rural areas receive 42% fewer health service dollars per c,apita than the US average. 

" ' , ' ' 	 I, " 

South Dakota 	
':, 

, ,J45,000SD reside~ts (20:3%) had no h~a~tH IflsJ~nce at some point during J 993. '.' 	 , " 'I. 
, ' ',', 1 >, 

• 	 In 1980, a typical SD family spent $1 ,623 on all its health car~. In 1991, the same family' 
spent over $3,863 and, by the year 2000, it can expect to spend $8,365. This would be a 
413% increase from )980. ' , 

During the last decade,' th~averag~ SDfamily's h~alth p,\ymentsrose 281 %faster than" 
wages. 

, . SD is,60% frontier (less t~an 6 people per square mile.) Twenty percent of the state's 
population resides in frontier counties.' I 
, , I ' ,

" , .' ,; ". ' ,,' I, ' . ' , , 
• 	 43 of 66 counties in the state, with 70% of the la~d ,and 25%.of the population, are in 


health professional shortage areas (HPSAs.), I ',,' ' ' 


• 	 Sixteen c~unties in SD.have no hospital.', I 

'. . Oniy 9% of SD doctors' practi~ infrontierareas.! 
, ' I ' 

• 	 SD ranks,47th in the country in terms of,thephysician 'to population ratio, with one primary 
care doctor for every 1,433 people. ' . ,:' " " " 

'. 	 , Three-fourths of the state's nearly 1,100 doctors are pra~ticing in toWns of 10,000 or' 

, more.' 	
,I 

, ' ,." .1 	 , 

• 	 A survey of second year students at USD School of Medicine indicates that students would 
consider serving inniral SD but think they would prefer to practice in larger cities. 

" 
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THE HEALTH SECURITY ACT OF 1993 

Responding to the Needs of RU~ Americans 


Health Care 'lb.at's Always There 

! 

i 
Bvery AmericalJ eiliz.en wiU recei.,e " H,tilth Security C"rd tIuII ,till ruwer be taken away and 
gusn.mte., " eomprshensive JKlclulg, oJ benefits, 110 m¢1er where you live. 

! r 

GuiJranteeing comprehensive benefits that can never be tctken away. .A.fSuring that quality health 
services are avai/Qb/e. no matter where you live. Cost s~vings so TUl'al Americans get the care 
they need without bankrupting rural businesses and farms. Simplifying the system. Making 
everyone responsible for health care. These are the principles ofthe Health Security Act of1993 
and they are lJ!l!. negotiable. I 

WHAT'S WRONG WITH HEALTH CARE 1N RURAL AMERICA 
. 	 iI . 

Rural communities are suffering under the current health care system. Tbey lack vital 
health care services and often the means to pay for them. 

I 
I 
I . 

• 	 Lack of Insnrance. 8 million (l71) rural ~eriCans have no health insurance. 
including 18% of those living in farm families': Rural residents have higher . rates of 
chronic or serious illness, and many. especially those engaged in farming, mining. and 
other high risk occupations. face a constant fear ;that their insurance will be cancel1ed if 
they get sick or have an accident. They often ~nnot get funher insurance because they 
now have a "pre-exisling condition. .. ! 

• Skyrocketing Premiums. Even rural Americans with insurance face skyrocketing 
premiums because they usually have to purch~se coverage, alone or through a small 
business. They do not have the protection of being part of a large business or purchasing 
group that can successfully negotiate lower premiums. 

Inadequate Coverage. 'The insurance which ru~1 Americans have often does not cover• 	
I 

the health services they need, such as primary 3.nd preventive care. 
. 	 ! . 

! 

• 	 Lack of Choice. Rural Americans have very I little choice as to what type of health 
insurance they will buy. Most rural Americans! work for small businesses that offer no 
choice of coverdge: Only 3 out of every 10 eniployers with fewer than SOO employees 
offer any choice of health plan, i 

I 

• 	 Lack of Providers. Physicians and other h~alth care providers currently find few 
incentives to practice in IUra) areas. The fragile economies of rural communities and 
poor health insurance coverage provide little !financial stability for rural health care 

! 

http:eiliz.en
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practitioners and hospitals. Long hours and iscSlation wear rural providers out; the 
network of care-givers is stretched past the point of breaking. As a result, over 400,000 
rural Americans live.in counties without a single; doctOr and 34 million people live in 
rural areas with inadequate health care. i 

I 
• 	 Lack of Transportation Services. RuraJ Ameri~ans have a harder time getting to the 

services that are available. Most rural communities lack any public transportation 
system. More than half of the rural poor do not ~wn a car, and nearly 60% of the rural 
elderly are not licensed to drive. ; 

i 
For a J~ng tim~. ru~ Americans ~ave known ~tim~ch of what is ~rong with our health 

care system -- Insecunty. hIgh cost I and inadequate basJC :pnmary care seMCCS -- threatens what 
is right -- quality and innovation. I 

BOW THE PLAN WORKS 
I 

Every American citizen and legal resident will receive a if{ealth Security Card. The Act' creates. 
large insurance pools to which all Americans belong. wHether employed or unenmployed. rural 
or urban. These pools, called alliances, are established ~y lhe states in accordance with national 
standards for quality, access, and cost control. All emplpyees and employers in businesses with 
lcss than 5.000 emmployees are part of area health alliances. These alliances give consumers 
and small businesses the power to buy affordable ~e. Businesses with 5,000 or more 
employees will be aJlowed to operate as "corporate alli~s. " 

I 

I " 

Everyone will have a choice of health plans. You'll bel able to follow your doctors and nurses 
into a traditional fee-for-service plan, join plans com~sed of networks of hospitals and healtb 
professionals, or join a plan composed of large multi-specialty clinics. 

Almost everyone wj}) be able to sign up at work for a Jealth plan. You will receive brochures 
that give you easy to understand information on the; health plans -- doctors and hospitals 
included. evaluation of quality of care. consumer satisf~tion ratings. and prices. If you are self­
employed or unemployed, you can sign up at your area health alliance. 

i , 

Generally, most individuals and families in which at l~t 
! 

one person works will pay a maximum 
of 20% of the average health plan premium in their area. Those who choose a lower cost plan ­
- from among those offered in the area - will pay a Jittl~ less than the 20% average. Those who 

I

choose a more expensive plan wil1 pay slittle more, as they do today. Employers who currently 
pay 100% of health benefits may continue to do so. ' 

AN UNPRECEDENTED FOCUS ON ~URAL HEALTH CARE 
i 

The challenge of health care reform in rural America is to create a system that meets the 
unique needs and circumstances of ruraJcommunit(es. . Health care reform must provide 
acceptable and appropriate programs for delivering ~ financing health care in rural areas, 
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I 
! 

, 

increasing the availability of care and opportunities for ~roviders. 
I 

The Health Security Act targeted the needs of rural Americans from the earlies[ stages 
of its development. ! 

• 	 The special Working Group on Rural Health Care!was formed to advise the White House 
Task Force on Health Care Reform. 

I 
! 

• 	 Rural health care experts from all over the ~untry were deliberately brought to 
Washington to assist in the development of an aspects of the health care reform policy. 

• 	 Consultations with rural consumers, businesses, f~ers, health care providers, and rural 
organizations ~curred throughout the process. i . 

I 

The resu]t is a health care reform plan with an unprecedented focus on rural health care 
based on the fottowing principles: Security, Comprehe~ive Benefits, Savings. Quality. Choice, 
and Simplicity. I 

PRINCIPLES OF THE HEALm,SECURITY ACT 

WHAT IT MEANS FOR RURAL AMERICANS 


I 

Principle 1: 

Security: Health Care 1bat is Always There 


The Health Security Plan guarantees that rurallAmericans will a1ways have insurance 
coverage, with good, comprehensive benefits -- no mat~r where they live or work. 

I 
Security comes in two forms: (1) affordable. secure insurance coverage. and (2) adequate 

health care services available. ' . 
, 

Here's how the plan guarantees security for rur~ Americans. 
I 

Affordable aDd Secure Covence 

• 	 Provides coverage DO matter where you wor~ or If you work 
, 
, 

The Plan will guarantee coverage if you lose yoJr job or switch jobs. Under the current 
system, if you lose your job, you lose your he&lth insurance. If you switch jobs. stan 
a small business, you are also likely to lose yotir hea1th insurance. 

I 
I 

• 	 Makes"lt IDegal for insurance companies to deny or limit coverage because or "pre­
existinl conditions'·, sickness, or the kind of :work you perform. 

3 
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I 

I 

I 

All health plans will be required to accept anyone ~ho applies - healthy or sick. young 
or old. It also prohibits insurance companies ifrom dropping sick subscri.bers or 
selectively raising their premiums. ! 

I 
I 

Even during the three years before this plan is fulJy implemented, insurance companies 
will be prohibit£d from dropping subscribers or: selectively raising premiums due to 
i11ness or accident. It also seeks to set up a government-sponsored insurance plan for 
consumers who cannot buy private coverage during the transition period. 

I 
• Provides affordable insurance eveD. if you fann lor own or work In a small bUSitless. 

Through the Health Alliances, all Americans will be ab1e to get the lower prices now 
available only to large groups. giving rural Amedcans greater bargaining clout. 

I 
I 

If you are a self-employed in business or farming; or are an independent contractor, you 
also wiJl be able to deduct 100% of your health c~ costs from your taxes. compared to 
only ~ under the current system. I 

I 

AJsuriDg Adequate Seryices AvaiJable 

I 

Here's how the Plan helps assure lh.at adequate services; are available; 
I 

. I 

• 	 Holds states, alliances, and plans accountable for ensuring that rural residents have 
access to health services. I1. 

I 
I 
I 

Alliances wi11 be given specific responsibiJity and authority to address the specific access 
problems of rural communities. Health plans, ~liances, and states will be required to 
monitor rural health care access and quality of care. They may assist in the development 
of health plans in underserved rural areas, and ~y also require urban health plans to 
serve rural areas within an allianc:e region. ' :In addition. they can offer long-term 
contracts to health plans serving rural areas. I 

. 	 . 
• 	 Helps bring health care where its needed. TIle Plan helps train, recnlit, and keep 

rural primary care practitioners: ! 

• 	 Changes federal funding of medical eduCation to increase the number of primary 
care practitioners who are trained for rural practice 

. I 
I 

• 	 Develops model legislation to promote the expanded role of nurse practitioners. 
physicians usistants and cllnica1 nurse midwives to help them better serve rural 
communities. I . 

4 
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, 

.. Expands Federal loan forgiveness. and' ~holarShiP programs to increase the 
number of primary practitioners going ~ underserved rural areas - would 
dramatic:ally expand the National Health IService Corps, placing at least 3000 
additional primary care practitioners in ru,tal areas by the year 2000. 

I 

Increase bonus payments for primary ~ physicians practicing in underserved • 	
t 

rural areas. I 

I 
! 

Provides tax incentives to attract and retain rural providers.
I 

Supports telecommurucalions linkages Jtween rural practitioners and major 
hospitals and teaching centers to obtain expert advice, specialty consultation and 
professional continuing education. These linkages reduce the isolation of rural 
providers and thus help to recruit and reUun practitioners in rural areas. . 

• Provides Federal grants and loans for ru~l practice expansion and renovation. 
I 

Creates incentives to build rural communi~-based networks that reduce isolation • 	
I 

of rural professionals and enhance local oontrol. 

Principle 2: 

Comprehensive Benefits: Keeping You Healthy 


All Americans will receive a Health Security card that guarantees a benefits package that is as 
comprehensive as those offered by most Fortune 500 ~mpanies -- a package that exceeds the 
average coverage of most rural Americans. The comprehensive package goes beyond most 
current rural Americans' insurance plans by covering i a wide range of preventive services, 
including mammograms, Pap smears, and immunizations. at no charge to you. In addition. the 
package would provide for the following expanded se~ces: . 

• 	 Expands coverage of long-term care' services fO~ elderly and disabled rural Americans. 
• 	 Funds essential suppon services for low-income ~raJ populations to ensure that they have 

access to high quality care: transportation, translation services, and outreach, for 
example. I 

. 	 I 

I 


• 	 Promotes of school-based health care services ip rural communities, where desired, to 

better enable our nation's young people to obtain essential preventive and other health 

services. . i 


I 
I . , 

• 	 Invests in public health and prevention initiativ~s targeted to rural areas. 
I 
! 

Principle 3: 

Savings: ControUlnI Health ~ Costs 


s 
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I ' 

i 

I
I 

The Health Security Act cuts costs for rural Americans: 

• 	 Allows self--employed farmers and businesses to deduct 100 percent of their health care 
costs. Currently. the self--employed can deduct ~nly 2S percent of these costs. 

i 

• 	 Secures for fanners and small businesses the purchasing power of large groups to 
negotiate reduced insurance premiums through the Health Alliances. 

! 

• 	 Eliminates excessive administrative costs associatea with individual insurance policies for 
small businesses and farmers through the Health :Alliances. 

I 	 ' 
I 

• 	 Decreases excessive administrative costs for rural doctors and hospitals by reducing the. 
number of claims forms and reporting requirements. 

I • 

Prlndple 4: I 

Quality: Making the World's Best Care Better - ~d Available Everywbere 
I 

The Health Security Act puts 8 new emphasis on preve*ting illness before it becomes a crisis. 
The Plan provides a variety of incentives and programs:to increase the supply of quality health 
services in rural communities. ! 

• 	 Promotes good health through expanded coverage lof preventive and primary care services 
which all Americans need.' I 

i 
I 

• 	 Reduces professional isolation and the quality or!medical consultation through the use of 
telecommunications technologies to link rural ~roviden and major hospitaJs, allowing 
expen advice and information to be exchanged rapidly.

I 
I 

• 	 Provides incentives for more family doctors to !parctice in rural communities, through 
enhanced reimbursement, tax incentives, and o~er financial incentives. 

• 	 Provides speciallraining for providers to prepa:fe for prcU.'tice in rurcll areas. 
i 

.• 	 Requires states, alliances and plans to monitor itheir performance according to Federal 
standards to ensure that rural Americans have .ccess to quality health care services. 

I . 
I . 	 ,

Prlndple 5: I 


Choke: Preserving and Expanding Choices for AUIAmericans 

,i 
I 

• 	 Expauds .moke by expanding the supply of health practitiouers in rural 
communities. 

l 

Under the Hea1th Security Act,a variety of programs are created to improve the training 

6 
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I 

I 
I 

of practioners for nual practice, and enhan~. the recrutiment and retention of 
. practitioners in rural communities. 

j 

• 	 Guarantees aD AmerlcaDs that they can continue to m:eive seni.c:es from their 
physician I'D a traditional manner - that it "'ymeo.t for am service, otherwise 
mown as the "fee-for-servlce." i 

: 

In many rural communities. there are no integrated health care plans; that is, plans in 
which 	people pay a fiXed fee to receive all or mOst of their services from a group of 

I 

providers. Under the Health Security Act, runU Americans will continue to have a fec­
for-service plan available to them. ' 

• 	 Encourages the Development of Rural, . Co~n.ity-based Health Networks oC 
. Providers and Integrated PJans. I 

- I

Rural health provider networks operated locally bAng the benefits of greater cooperation 
and integration of services to rural communities. these integrated networks can provide 
good linkages to more specialized services. In many instances, these plans will contract· 
with HMOs and insurance companies to manage ~e care of rural residents in their area 
that enroll the plans. In other instances. such networks may' have the financial and 
population base to be able to become plans themselves. 

. 	 I 
I 

The. Clinton Plan supportS the development of locally sponsored rural health care 
networks and rural plan. by removing legal banlien. providing market incentives and 
offering federal grants and loans to support build 

, 
networks and' plans. 

, 

• 	 Encourages or Requires Urban Health Plans t~ Orfer Coverage in Rural Areas. 
.' 	 I , 

Secure coverage and fair payment rates provide ,incentives for health plans to locate in 
rural areas for lhe flrst time. The health alliances ~ provide incentives or require urban 
plans to expand to rural areas if it is in the best :interest of rural residents. 

I 	 . 

Principle 6: 
Simplicity 

• 	 Reduces Paperwork and Cuts Red Tape 

Rural physicians and other providers complain ~ insurance paperwork takes away from 
patient care. In rural areas, this paperwork is particularly burdensome since rural 
hospitals and physicians rarely have the resources to keep up. The plan will reduce the 
burden on physicians and hospitals for reponing, and claims processing and will provide 
incentives for electronic data processing to ~uce paperwork. It n:quires insurance 
companies to use a single claims form. I . 

7 
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• .lteduce Regulatory Burden - Refonn 01 the Clinical Laboratory Improvement Ad 
(ellA) I . . 

I 

ellA was passed in the late 1980's in response to!major quality problems in our nation's 
medic8Ilaboratories. Unfonunately, regulations implementing eLlA were insensitive to 
the needs of rural communities and seriously; threatened the existence of quality 
laboratories in lhose communities. The Health Security Act would reform CLlA to ease 
the regulatory burden on laboratories performing simple and moderately complex' tests. 
It would revise laboratory personnel standards f9 better reflect lhe needs of rural and 
urban underservcd areas. . 

• . I 

PAYMENT SCENARIOS 
I. 
I 
I 
I 

The following examples highlight how the Health Security Plan would affect rural Americans. 

Scenario 1: YOUDg Family 
. I 

Mary Iones and her husband, Dave, have two YO¥Dg children. Mr. and Mrs. Jones work 
at the local rural canning factory. Together, lheyearn $35,000 per year. They have no 
insurance througb their employer and have to :pay 55,000 per year for very limiled 
insurance that covers hospitalization and limi¥ doctor services, but no preventive 
services. When they visit the doctor or outpatient clinic, they must pay 40" of the' 
charges. When they add their out-of-pocket casts for preventive and routine medical 
careto the premium costs, the Jones family pays ~proximately $$6,500 for medical and 
dental care. ! 

! . 
Under the Hea1lh Security Plan,lhe Jones family' will a maximum of 20~ of the average 
plan premium for two-parent families in their~. Assuming the average plan in their 
area costs $4,500 per year, the Jones Family wtluld pay no more than 5900 per year for 
their health insurance coverage - coverage that includes preventive for their family and 
dental services for their children.: . 

I 

Scenario 2: Small Business Owner/Self-Employed Fber 
I 

John Smith is a farmer employing 4 full-time eqbivalent workers (2 full-time and 4 half· 
time workers) with children. Mr. Smilh's ave~e wage per-worker is 520,000, so that 
his maximum contribution is capped at 6.2S lof total payroll. For simplicity sake. 
assume his total payroll is $140,000 ($80,000 Ifor workers and $60.000 for himself). 
Currentlyt he provides no health insurance coverage for his employees. He also must 
purchase health insurance for his family. which costs him $7,200 per year. since he is 
considered in a higb risk category and has had itwo serious farm accidents. Only 25 % 
($1.800) of the premium is currently tax deductible. 

. ." I 
Let us also assume that the average premium irt Mr. Smith's alliance area is 54,200 per 

8 
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i 
family. Under the Clinton Health Plan, he wouJd!pay a maximum of 58,680 (6.2% of 
5140,000) for health care coverqe for all his workers and the employer contribution for 
himself. In addition, he would be required to contribute as an individual $1,140 - the 
difference between the employer contribution for his premium or 53,360 (SO %of$4,200) 
and the cost of the plan he bas chosen (54,SOO). So in total, John Smith will be paying 
59,820 to cover himself and all his employees under the Clinton Plan. This is compared 
to $7,200 under his current plan to cover just himself and his family. However, ,all of 
his employer contribution (58,620) will be tax deductible as a business expense. Assume 
that Mr. Smlth is in the 30% laX bracket; his inSU;rancc coverage for all employees and 
himself will cost Sxxx in after-tax dollan. This !compares to a current cost of 5S,400 
in after-tax dollars to cover just himself and his f~unily. 

I. 

IN# 
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To: Lynn Margherio 

From: Lois Quam 

Re: Rural Health care 
,, /'" 

Date: November 
\ 

26, 1993 

I am attaching background material on rural health care which you may find useful for the 
December 2nd meeting in Maine. Dena Pusldn at Ithe federal Office of Rural Health 
Policy is separately sending you some additional material. 

I have included an outline of what I have found to Jthe most effective arguments on rural 
health care and responses to the two most often answered questions. 

In general, I want to underscore two points. Firs~ the parts of the plan with the most 
sienificant benefits to rural areas are the centr~ initiatives of the refonn: universal 
coverage. standard benefits, insurance reform, large group purchasing, integration, and 
administrative simplification. The strength of these initiatives outweighs the impact of all 
the special rural initiatives, because rural areas suffer more now from the problems of our 
health care system. Therefore, rural areas stand to benefit even more from the reform. 

I 
This point is often missed by rural health ~licy activists. During the last two 
Administrations. rural health care refonn focusedl on special grant and loan programs. 
While important. these initiatives are a drop in the ~ucket. However, this history leads rural 
health care activists to focus on these special programs and therefore sometimes lose sight 
of the overall impact of the plan. i 

Second, the strongest rural criticism of the plan liS of the Medicare savings and their 
disproportionate impact on rural hospitals. There is great concern that these savings will 
sPeed the closing of small rural hospitals. We h3:~e argued that the benefits of reform 
outweigh the impact of these savings, but this argument is not generally accepted. 

This issue is complicated by the fact that the closure of some of these hospitals is almost 
inevitable given health care reform or not. However, thiS is a highly emotional issue in rural 
areas and reform is often labeled as the cause. In Minnesota., the big hospitals always hide 
behind these small hospitals when they argue for more funding. As a result, they whip up 
a far amount of hysteria. • . 

.1 
1 am of course happy to assist you in any further way. Sunday morning I will be at home 
(612) 647-9624. Sunday through Tuesday I will ~ in Anchorage at a rural health care 
conference. I can be reached there at (907) 272-7411. Wednesday late afternoon I will be 
back in Minnesota. I 

I 


I 
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The Central Guaran&eei or tile Reform 

Comprehensive health care coverage to all Americ:aris provides security to rural Americans ­
• and the prospect of stability for rural p~tioners. 

; 

Ending the harmful insurance practice including pre-txlsting condition exclusions helps rural 
. Americans get needed primaJy and preventire care to avoid illness. 

i 
I 

The limitS on out-of-pocket payments protects farmers and small business people from losing 
their farm or business because of unexpectef!. high medical bills. 

, 
, 

The healtb alliance, a purchasing cooperative for health ~ra.nce, gives rural Americans 
the advantage of more affordable coverage iand better insurance choices • even if 
they work for themselves or for a small co~any. 

I 

I 

The paperwork reduction frees rural hospitals, c1ini~, and small businesses from unneeded 
overhead costs. 	 i 


i 

The improvements in long term care provide new bpponunities for older rural Americans 

and their families for community and bome~ based care. 
I 

The Tarzeted BUI'II Initiatives 

Access to Practitioners 

The reform plan includes targeted initiatives to get and keep doctors and nurse practitioners 
in rural areas: I • 

-Training more primary care doctors and n~rse practitioners; 
I 

-Providing more rural training sites; 	
! 

-Providing incentives to go to rural areas th10ugh loan forgiveness programs and tax 
incentives; 

I 

·Providing the support and incentives to keep doctors in rural areas througb linkages 
with academic and regional medical cente~; telecommunications; Joans and grants 
for infrastrucrure development; rural health plan development. 

I 

i 
I 

Restoring Investment in the Public Health I 

I 
The reform plan includes targeted investment in r;ural areas in: 

I 

i 

-Rural health clinics in underserved areas; i 


I 
I 
I 

-Flexible grant and loan programs to provide support for practitioners and 



lAJAM ANlJ t:.N I t:.NLA I"'AbI:. tlb 

I 
I 

communities in developing integrated health plans or linked services; 
I 

-Support for local public health departments;' 
I 

-Support for transponation services. 

Telealmmunlcations 

I 

The reform provides suppon for innovative telecommunications programs which can bring 
tbe state of the an medical care to the most remote rural areas. , . 

IMOllltorlll1 the QuaUty ot Care 
I 

The quality monitoring measures used in the Reponc:kd includes rural health care measures 
such as the distance to a local provider. I 

I 

The measures which monitor the performance of :a health alliance and a state as they 
implement the plan indude special rural measures and provide an analysis of the quality of 
access and services received by rural Americans. i 

I 

I 

Rural Mental Health Care 

The plan recognizes the shortage of mental health: providers in rural areas and cal1s for 
study and demonstration projects to link rural mental he~lth care provision to acute medical 
services in rural areas. I 

I 



I 
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'RURAL HEALTH CARE REFORM: ISSUES 

I 

I 


,:!bough we have Umll.ea our discussion to rural iss&tes. we would expect the President to 
'e~eive questi~ns about the basic benefit package and! other general issues related to 
parJIlteeing universal coverage. 	 i 

i 

I. In our area, nOD-pnH1l dinic:s like tbB are the :lindlpln of tbe commUDity's bealth 

~e system aDd serve 1:bose whom no one else wml sene. How can we be assured that 

clinics 6ke this wiD be IDdnded in tile plans? I 


The Health Security Act provides as-year prqtect:ion to certain typeS of providers that 
are essential for ensuring access (0 health ~ in UJJderserved rural areas. This 
provision requires health plans to contmct with and pay essential providers for the 
services they provide under the benefit packa3e. Some specific providers are included 
as automatically designated essential communi!;y providers: 

I 
I 

• 	 CHCs ml MHCs 
. 	 ,• 	 Rural Health C'IDlCS 

• 	 Federally-Qualifted Health Centm I 
• 	 Indian Health System facilities (inc1udihg tribal units and 638 oontractors) 
• 	 Other federal granteeS serving special populatioDS, such as MCH. family 


planning. Ryan Wbite. and school-based provide.ts. 


In addition. independent health professionals a;nc:t facilities (such as public hospitals. 
sole community hospitals7 and local health departments) may apply to the Secretary 
for designation as an essential community proVider. These providers must 
demonstrate that, in their absence, people wo41d 1aclc: access to services guaranteed 
under the comprehensive benefit package. i 

, 	 I ,, 
I 

2. What happens after 5 years? 
I 

In general, we expect that most essential providers will be integrated into' health plans 
in their areas by the end of the S-year transition period and will not require 
continuati9n of the essential provider protecti~ns. 

, 
i 

However. we are concerned that five years m4Y not be adequate in some 
communities. Therefore, the Secretary is ~ with conducting a study and 
making recommendations to Congress. by no later than March 2001, as to whether. 
and to what extent, the essential provider protections should continue for some or all 
essential community providers beyond the five year tt:ansition period, 

1 

http:provide.ts


I 

:12- 1-93 8:35f~1 RlR.41 HEALTH POUCY- 4566485;~ 3f i 

I 

i 

i 
I 
I 

3. What incentives does the plan have to encourage heaIth care providers to locate in 
~~a~u! i 

I 

Changes in funding policies for health professibns education will increase the supply 
of primary care providers, the type of provide~ most needed in rurai communities. 
Funding will be doubled for nurse p.ractitioner,i certified nurse-midwife, and physician 
assistant training programs. The National Health Service Corps (NHSC) will be 
expanded from its cumnt field strength of a.bo4t 1,600 to about 7,700 by 2004. 
About 55 percent of NHSC providers locate in! rural areas. Primary care providers in 
underserved areas may receive a tax credit of qp to $1,000 for physicians and $500 
for non....physician providers for up to S years of service. The allowable depreciation 
expense for medical equipment is increased. fori doctors practicing in underserved 
areas. Physicians serving in underserved areas; will receive a 20 percent bonus 
payment for services provided to Medicare be~ciaries. In addition. development of 
rural health care networks and improvements in the health care system win make rural 
practice more attractive. 

I 

4. OK. So the plan bas incentives for doctors to go 
I 

to rural areas, but wbat will benefit 
the doctors alreAdy tbere and make them want to stay? 

I 
The 20% bonus and the tax benefits for medical equipment apply to both new and 
existing physicians in health professional shortage a.tcaS. In addition. the plan will 
help reduce the isolation of rural practitioners by improving linkages with academic 
and regional medical centers. partly through im.Proved telecommunications. The plan 
also will encourage the development of rural ~ning sites for health care 
professionals. Involving rural practitioners in $ining health professionals promotes 
their interaction with colleagues and fosters their own continuing education. 

I 

I 
Health plans will be required to assure adequate:access in the areas they serve. 
Therefore, health plans will have an interest in ~stablishing locum tenens programs 
and other services for rural physicians to maintain adequate access in rural areas. 

5. Right now, I contract with several R.\{0s to proVide health care to local residents. 
Each HMO bas its own aclntinb"1r.ltive procedures aDd requires me to use a particular 
laboratory and hospital. How will. health care reforrtI affect this? 

, 
, 

Administrative procedures will be streamlined under the Health Security Act. Each 
I 

health plan wiJl use the same forms for docume~ting the healdl care you provide. 
I 

Your patients work for many different empJoye~. each of whom is likely to offer onJy 
a few health plans to their employees. Because <;2Ch employer may offer a different 
choice of plans than other employers in the area, \ you may feel it is necessary to 

2 



contract with numerous health plans so your lpadcntscan continue to choose you for 
their physician. Under health care reform, everyone 	in your community who is 
enrolled in the health a11iance will have the ~ choice of plans. You may then find 
it advantageous to contract with only a few HMOs because all your patients would 
have the option to select one of the plans in ~hich you participate. 

6. The plan relies on HMOs, but we don't have any HMOs and never will. 
I 

The reform offers Americans choices of difffFnt types of insurance - all providing 
the comprehensive benefit package. A tradi~ooa1 Blue eross--type plan will be 
available to everyone, whether or not there is an HMO. The plan also will foster 

I

development of managed care plans where there currently are none. 
I 
I 
I 

7. With all the c.opayments, I don't think the health pJan is going to be afTordable for a 
lot of rural people. . . 

I 

I 

Subsidies for premiums and cost-shariDg (e.g~ copaymems and ded.uctibles) will be 
available for low income people. This is a big improvement over the way things are 
DOW. The plan also makes health care more affordable by providing everyone with 

. I 

the advantages of purchasing health insurance Ias part of a large group and by 
restructuring the health care system. ' 

II 

8. The plan does not cover nndommented~. How wUl they get h.uh care? 
Will hospitals and practitioners be required to provide eare to und.ocumeD.ted penons? 
How will they let paid for the care they provide t~ undoenmtmted persons? . 

The plan continues the current financing of Je for undocumented. persons. Pedernl 
funds will continue to be available to help hosPitals and clinics that c:are for a large 
number of undocumented people. : 

I 
If undocumented persons are employed, their employers will be required to contribute 
toward theirbealth insurance premiums. Und9cumented persons could then pay the 
remainder of their premium themselves. However, they will not be eligible to receive 
federal subsidies to pay fur their premiums. I 

I 

9. 	 The plan is Dot adequately portable for migrant workers. 
I 

The health care choices of migrant workers will be improved in several ways. 
Migrant workers who are American citizens ot legal residents win receive a health 
security card that entitles them to the same health care coverage as every other 

I 
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American. Migl'Ul%S will be members of the health alliance in their home area.. 
Transfers between health alliaIJCt'.S allow tll~m to use their health security card for care 
wherever they are. Outside their home area, migrantS can receive emergency services 
at no additional COSt. Routine care is available through the point of service option. 
but higher copayments would apply to mose in HMOs and PPOs. In addition, 
additional funding will be available to migJ!ant health centers. which provide health 
care services along the migrant stteams. I 

10. The Indian Health Service is a big provi.ttei here, but I undentand it's off llmits to 
non-Indians. 	 ! 

i 
An Indi.an Health Service Center may serve! non-Indians on a conttact basis. The plan 
fosters greater cooperation between the IHS! and other health care providers in rural 
a.re:as. 

I 

I 

11. It's not fair that Americ:an Indians don't ~ subsidies if they use IHS Caclljtjes. 
I 
I 

This was corrected in a technical amendment. American Indians DOW can receive 
subsidies for am: provided at an 1HS ccmcrl 

I 
I 

12. Won't tile MedIcare cuts force our nrraI hoSpitals to dose! 
I 

i 
Savings in the Medicare progmu. 'will come hlxmt from the n:st:ructuriDg of certain 
aspectS of the Medicare program and a lower rare of increase in Medicare spending as 
health care costs come under control. Let Die explain. Currently, Medicare 
expenditures are growing at 3 times the nne of general inflation. Projections for 
Medicare expenciiturc:r are based on this mte~ Under our proposal, the rate of 
increase will initially slow to 2 times the gen~ral 	rate of lntlation. Medicare will save 
money when health care costS are controlled and the rate of increase in health care 
expenditures is reduced. 	 : 

I 

l
Another major source of Medicare savings is through changes in the way teaching 
hospitals are paid. Few rural hospitals recei~e paymems for naining physicians. 
Therefore. few rural hospir:a1s wilJ be hun hy this change. Tn fact, changes in the way 
the federal government finances health professions education will make it easier for 
rural hospitals to panicipa:e in training progr1pns and receive financial support for 
their role in educating health care professionals. In addition, grant programs will be 
available to build rural health care networks that could help rural hospitals expand 

. local capacity, 	 i 
I 

Finally. under the Health Security Act, everyone will have health insurance. Rural 
I, 
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hospitals will no longer be providing health care to l~ge numbers of peopJe who 
cannot pay for their care. 

, i 

:3. ,.\ren't rural areas hurt by the budget targets becaj our costs are already low? 


In rural areas. like the test of the country, health care costs are increasing much more 
rapidly than people's wages. The budget targets tty Ito bring the rate of increase of 
health care expenditures down to the same rate of mbrease as people's wages. Then 
we can have money for education. roads, vacations. land the other things we want. 

The plan works over time to even out the differences in the amount rural and urban 
stareS spend per person. I . 

. I 

14. The Health Security cant does not do any good If ~rtatilB1 is Dot covered. 

Grants ate available for slates to covertransportatiob to CDSUIC access in rural areas. 
Controlling health care costs will also ,mean that rural counties have more money left 
over for transportation. , I . 

.. . I . 

IS. Wouldrl't It be slmpler to have a shIgle-payer~? 

We believe it is imponant for the states to be invol~ed in the health care system and 
to have the n=ibiUty to develop the bealth care system that will work best for them, 
within the parameters established by the federal ~mment. Srates may opt to 
develop a single payer system if they assure that f~ra1 requirements under health 
care reform are met. However, we do DOt believe that a single-payer system is the 
preferred choice by all Americans. Moreover, we ~iew this as an opportunity to 
preserve the good pans of our health care system aDd improve upon that which 
doesn't work, without creating a toUllIy new system~ 

! 
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To: ChrisJ~ngs 
. ' . ."...... , .' "I ' -- ­

From: Debbie Chang;,· , , I 

, I",OLIGA .. ·· .. 
,':, 

" , 

Sally Rosenberg, Rur~ Referral' Center Coalltion;questioned 1the Admi~st~tion; s reasbnlhg in'. 
, supportingc<tiers and modified benefits for RRCs depending on how far below ,the 108%.' , ", 
threshold they fall and, [ why we] would n9t reopen the current application, pro~ess (February 2, , . 
1996). The following is our response:. ',: 

I" , " " :' " !. , , .' , ' ' ' 
o The Coalition's proposal is to ful~y exempt RRCs frpm the 108% wage index, threshold . 

. The Ad,ministration's proposal would ~reate tiers for ~C~,depending on' how farb~low 


the' 108% threshold they fall. 


HCFA Response: ~biJe not as advantage~us towards RRCsas the Coalition ' " 
proposal, the AdmiriIstradon biJI would 'provide t~ese facilities with favore'd status 
'not accorded oth~r Medicare providers. Atiered approach provides RRCs special, 
consideration underthe Medicar~ Geographic CIassifiktion Review Board (!-.1GCRB) " 
wage ' index reclassification process, This affords additiorial protection to ruralfacilities .' 
which may enccunterlarge fluctuations in their costs k9 utilization over short periods of 
time, The proposal would allow RRCs'toqualityfor some increase in their wageiildex., 

, .' . ' , I ..,' ""','
'although not the full amourit,when their wages are be,tween 100 and ,108. percent. of the 

_," _:: ' 0­

av~rage wage. 
, ./ 

Weare'~upporting ~ ti~red'approach'in o~der to ~Sist: rural hospitals'bette~ SeNe their. 

communities, while maintaining OUf ccInmitment to tHe wage index approach. " " . 


, . " .! . '. 

, I' 
0, .The Ad~stration~s Pf~POSal does not reopen th~curr~nt application process'fof 

RRCapplications befote ~he MGCRB, " " ! .:.'" 


. " ,',', . ,,' ,,' I . '" ':,' ", " .} ,\ '. ,,'

. HCFA Response: We do ,!ot,support the idea ofretroac:tivelyreopeningthe . ' .. ' . 

, application process for tbe geographicreclassiflcation review. Applications were due .. 


, . .., "'.' ,I " ' , " 

.october 1995 for review by. the MGCRB SpringJ999. The statute sets forth strict' 

deadlines and timelines.for subm,itting and reviewing MGCRB ,application~ and(~akes the 

Secretary's reclassification decisions finaJ ~d'iinft!viJwable pnce they ar~rend~red:The 

d<;\cision-making proces~ hasto ~ecomple,t¢din time rOf the ~gency ~ocalculate PPS . 

rates. We are currently In the rruddle of the proc~ss and to dISrupt this would cause the 


. system to undergo severe turmoil. ·<'1 . . ­

.... , I. 
-, 
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, " 

NOTE TO CHRIS JENNINGS ' " , 

RE: McDERMOTT, WILL & EMERY PlrYSICIAN REFERRAL LA~GUAGE 
, , 

I 
. ! 

I 

, . ~ 
~ have reviewed the material tha~,you sent us and talked with ,Kathy Buto and her, staff in Baltimore. ' 

'You should know that the'charactenzation ofHCFA staffs pes,ttion as "generally supportive" is only 
accurate to a point. We support replacing the current multiple compensation ,exceptions with one 
broad exception as is proposed in the current version ofthe President's bill,'Most of the lapguage in 
the MW&E attachment deals with this,issue. There are, however, some significant differences 
between MW&E's and our version of a gener3J compensatio~ exception. In addition, the MW&E 
document contains anumber 'of other provisions that are problematic. At the meeting. with HCFA ,. 
staff, MW&E indicated that they would consider making c~anges to their language, No changes' 
were made in the language that they shared with you, I . 

The following comments compare what M,W & E propose relative to whaLwe have in the current 

draft: " [ 


1'0 As indicated above, we both support eliminating the 8 existiri~' exc~ptions for compensation' , 
. arrangements in favor of a single broad ,exception, '. ! ' 

I 

o 	 In M W & E's suggested generaJ~o,rnpensatioq exce~tion, we have the following concerns: 

+ 	 In regard to their 1877(e)(3) , 
, 	 .' . I 
++ 	 We don't believe that it is necessary to ~ddress physician incentive plans in this 

exception since the entities for whom this would be an issue would be able to 
qualify for one of the prepaid planex6eptions. This is especially truegiyen 

, that PSO's would now be able to coht~act with Medicare. , 	 ' , '. i ' ' " 

++ . M, W & E's langUage would broaden, the exception by exc1udi~g situations 
where compensation is indirectly,based on the volume or value of referrals. 
'This a significant change from curren~)aw which we oppose, Therefore. it 
. was not induded in the draft bill.' . J 

! 

++ ' Vihile '7'e would contin:~e to excl~de' productivity bonuses under the 
, exception, we do not want to excllide such bonuses when they are Jor 
designated health services,' '; , '. ', , 

+ 	 aUf bill includes a provision in I 877(e} that Would allow the Secretary to establish 
additional standards for the exception, T~js ~rovision is not included in M.W & E's 
draft, . '. .. I 

o 	 In regard to the suggested changes to definition of ~roup practice, we have the. fo1Jo'W'ing 

comments: I 


i 
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I 

I 
'I ,, 
i 

" .> 

I 
I 
I 

! ' 
+ 	 As indicated above, we are against allowing ~ompensation based indirectly on the 

volume or value of referrals: . . , I 

-+ 	 Changes to 1877(h)(4)(B)(I) would allow productivity bonuses directly related to the 
volume or value of referrals for designated hehlth seryices if the payment is made in 
a ~ubsequent year. Clearl), this would creat'e a major new loophole and for that 
reason we would oppose the 'change. !,. , " .. . 

. 	 i, 

,0 We do not see the need for induding a definition ofph~sician incentive plans in the definition 
I 

section of 1877. TheonIy reason for including this defirlition would be to delink the provision 
from the existing definition in 1876 and the regulations frnplementing the 1876provision. We 
oppose this change. Again, as indicated above, we d~ not see the need toindude reference 
to physician incentive plans in the revised compensatibn arrangements exception. 

, , 	 I 
",-, 

00V--tk~,--
~ckman : . 

I 

'I 

. O:IMEDPARTBIDRAF1\MW&EREFF.PJlI February 27,1996 
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u. 

I 
; . 

I 
:t as pl...... to trOl\..1~ to you the Iattached 4raf~ propo.e4 

legialative lanqul.,... that vouldueml t~ ucaptl0DS to the 
~eation phy~l1oi.D .elt-referral prOllUdtion 1n Q)%T.nt 11."._ 

, As we bava cl1."",••II4, tlti.. approecb uy ~•• viule alt::ernati-vw 
to repeal· o~ the ~4I1'l.atlon prohil:Jition~.~, it; il'l H.R. 1491 
and B.a. 1530. We have shared. tllia l~9'e 'v.ltb Xachr Ihlto a.nd 
other HCFA a~aft who "e_ q&n&rally .uppe,r'tive. 111'••1.0 
d.1scu.asad thi. concept with Cllip Jt&h2\ and JlIal04y Huned. ",he 
lad1cated a vil1in9ft". 'to en~~ain '. prepo.al fro. ~n. 
A4m1n~t:.ration 1l'l t.hlare9ard.. ' ,r .,' ., 

We atill cONIidu tha attac.illed to D:e a vork:ift9 dr~ft. I, 
&ft4 repr...ntat1v•• fro. the ~1ean Croup PraCtice Aa.ociation. 
VOUl4 a:.e tof!lt pl...M ~ work with youalnd yo"r .taff to fift.tune 
the pZopo..l .0 'that 1t cou.14 be inclU4e1cs In ttleAdalni.t.ratlon· s 
naxt ~c1cJ.t otfer. ,. ,I, . . 

I, 

, . I • 

We. are pl•••ed. tlaa~ the Adainiatat1oni. now B"pparting a 
peru.neat. JUtC qriLn4t-.ther Mel lpecial c.on.ictera~1on !or RltC. ," 
~r Ui. KecUcar. ceoqraphic Cla8s~flc:aU,onJtaview Board ~q. ' 
1M.x Z".cl....1fication proeees. ISCMlvU,' the AdlI;inlsttation 

.J:( apparllftt:.ly 1. in ~I.vor of. an approach .to-,. tile, "'a9- in4ex .la.". 
~ that i.e far Ie•• tevoral:tl. too D.C. tbanl tl:iat 11'u:luded in 8.1it.. ~ 

2411 an4 H.R. 1'30. specirloally. tl1ot1~e ...ura. fully axeapt 
Dc.. trca the 101' vag_ 11\cl.- tItr..hol4 &Nt allow DCe 1:0 alolJ'a1t 
application. applicable to "199'. '.t'tle Ma1n1aU'ation approe.etl 

. voud eraat.e tiara andm.o4ified Mnefit.. for 'RRCs d.epeft41.nq'on 
bow far Pelow tbe 10.' ~.~o14 they tall an4 ~o~l4 ~ reopen
the eu.n:.n't appl1ca.tion FOC.... This proposal vou.14 ~ail to 
provide .any .-c. ~ith the benefits ~y .eek vhile aehlevlnq no 
~ ..vinq. sinee thie proviSion 1sl~et neutral. I'welcome 
the opportunity to 41aeusc this 'WlAttar:wlth you at: your
cOZlVen1a.nee: '1 

, , I 

~ you for yO\lr c:ont1nu.ed'1nter••c. I can .,.·%'....ch..:1 at ' 
 78-'OS~.' ' 

I 
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awi.ioa to ptar.ic..1.arl '.If-aet.-ra1 " 
Do.vUe•• to ~1l~ Cl'lllpeUat.J.o' froldl>1tloll 

! 
i 

Sec:t.1.on 1177(.) of tha Social '~c:W:-iity ACt (.2 U.5.C. 
S U"M(e,) is ~ 'to rae" .. tol1~: 

(e) Except10ll blat.ed to COIIIPU••tidn N:rant--ta-An . 
arranc.r-en~, 1z:aclU41n; a phfai~1&zl re=ui.1:aeDC &n'lftqeMftt.. 
Wb1ch -u Ule followin;' CZ'1teria .all I"Ot ba coas14ued • 

. C'.'I.......t.1Oft .lTlUt9....nt 4es<:C'1be4 ill .w.~1oft ta) (2) US):


.!.... 	 . 

(1) 'nl. U'",.arraent h1n writing and' 115 ~i9nadby 1o.b• 
.partie.e: I 

I
I . 

(2) The .rr&n9uent ia eONist.ent vith tail:' urJtet 
,valuej. ' 	 I . , 

.. .' .' '" I.··. '. " '. 

(3) 1'be count of compline.ti0r" or, ~ar. appU.c:abla. 
Ule eoapensat1on paZ' W'lit ot 5~le.. , un4u 'the. 
arranqeaant. .ust b. 4.terainadl in advance and (except 
in 'C.ba ca.a ofa phyaic:ia" inc.enti". plan) DOt );Ie lM.aa4 

· d:.Lrectly upon Uui vol1.11aa or value ot Uly reterral. O'r-. othu- w-ina•• qene.ca1:ecI bet"••" t.h_ pert-tes; prOY11S~ 
bovever, tha't. ftO't.hlnq1n tl\J,. i.@.aetlon shall prOhibiT;
'the payaent. ct rawuiration in the fona or 0. . . 

, produ.c=~1v1ty bonu.. baaed. on aervlou per.onal1y' 
perfg~ by ..t!ia phy.lc:1an Cor an 1Jm.ed1.tat....il)'
aeaber Of auchphyaici&n). I . ., . . . . I ' . '. '. . . " 

(4)' The lteaa or aarvice. c;~panaat8d Or contracted 
tor 40 not e~ceed those that are re~50nabl. a~4 
nse...ary.for the leqltlmlt.e bua1.n••spurpo••• of .the 
arrange:aant.; .~ '. " !., " . .' 

· " . . . I , . " 

· (5) ,'1'h.arrangaent Wt»uld ):)~ cOlIISere al1yr...oJi.able . 
even if no referrals we"'a pd. betlileen 'Ule part.1.. ~ , '! .. 

I, 
eluitle.'C10D of !lani••Ui. ee.p...atioD 

of Group.•zaocic:e .~7.ieiaA. ' , 

Section 1177 (h) (4) (A) (1v) of the S~ei.l S~eur1ty Act (42 
U. '.C. $ l:3,Snn(h) (ol> (A) eiv» h uen4ecl by .triklnq the vorde 
ftor incU.rec<tly· in 11n. 1 a.n4 })y adCibg "tor a•• ignated 1'lAJI1.'t.h 
Garvie••" atter the vord "raterral,," Jin 1ina 4. . 

. . 	 . i ' 

'. 	 ' ; .' 

Sect:1on lS77{h),(4)(BJ(i) of,tbe ~ocial s.~t'ityAct (4.2 . 
U. S.C. sa 1395nn(h) (4) (8) U.l) 1auen~ l:ly ad.c:U.n9 "for 
de.lqnated health aervices M ~tt.r the vord "referrals- in line , 

'arul 	&4d.inCJ If in the y.ar for Which tha bonl.l.8 b pai4" aft.u1:he 
word 'Ophysleian'· in. line B~ 
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Det1aitioa of 1by8io1aa %D."~i.. PI.. , ," I 
, ! 

I ' 
'Section 1811Ch) of the social Seeuri~y AC~ (42 U.S.C. 

S ~39'an(h) 1s eaand4d ~ a441ft, the fol1ow1nq a. l"7(h)(7):
I. 

(7) Dy.1.eJ.an Incentift Plan~-' 1"he ten. -phYllician1nccnt1ve , 
plan- 1IiIe&It. &fty coapenM~ioft a.n'&I'lIJ'...r&t. 'bettieAA an atiq '. 
&ad a pby.1clan or ph,.1~1&ft 9%OUP ~t "1' 41ractly or 
1ncl1reccly baw the effect of retu.c1" or lWtiDf H.rVic.. 
prov1ded vJ.tll Z'..,.c~ to individual. i an,rolle4 wi.t.h 'Ule 
cttlty'. " '. ' ' I" 

,. 

-, 

, I 

I 
! 

I 

I, . 
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