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OCT 2 8 1994.· 

Robert D. CabeArkansas 
Senior Vice President,BlueCross BlueShield External Services 
320 W. Capitol, Suite 1100 
P.O. Box 1489 
Little Rock, Arkansas 72203-1489 
(501) 378-2456 
FAX (501) 578-3566 

October 27, 1994 

Ms. Carol Rasco 

The White House 

1600 Pennsylvania Avenue, NW 

Washington, D.C. 20500 


Dear Carol: 

We are delighted that you will be able to join us for a portion of the 
evening's festivities in connection with the annual board meeting of the National 
Institute for Health Care Management. 

I am enclosing for your information a package of materials which were 
prepared and distributed in connection with an NIHCM national teleconference 
in which we participated. It will provide some information about the NIHCM 
and about that particular event. 

We are also looking forward to meeting with you at 5:00 p.m. on Tuesday, 
immediately before the NIHCM reception. 

With best regards, I am 

Cordially yours, 

Robert D. Cabe 

RDC:baj 

Enclosure 


cc: Mr. Robert Shoptaw 

Mrs. Sharon Allen 


Talk To People Who Listen. 
Arkansas Blue Cross and Blue Shield, A Mutual InsUl'ance Company 
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.•...'AiUNSAS BLUE CROSS and B1UESHliELD 

B~LEY Oi:JEssoN.·,
FINANCIAL. HIGHLIGHTS . .., '." .'. '1'93 THE YEARIN REVIEW':: ...• .... '. 

:HAADIN;jEsSON; DAWsON & TERRY' .... 
i:OOT SMrrfi . . '. .' . ,', " -.~ .. : .. 1 

. CONSOLBDilTED,fINANCIAl.BNFOIlMATION* . '. 

. '" :. ;jA;;K'J~. ' . 
'. ',:"'4;196,431 

- . -' :. . '. ."! _.: .. , . ". • .. ':

. 'tiXEC~Vi~EPRE$(DENi,
"BALANCESHEEt ........,.. '. ........ '. '.~ . ., .' . , . . .•... ' $; 346,481)34 ..
 ..AR~sF.AR~BuREfi~· 

, ' ..' :1993 '. '1992 I. '., 'FEDERATION, LfITLE ROCK'.. 
.' . . (S~E NOTE.1j·(SEE NOTEWE HAVE:' . .... . . . .. ·.lfl~:~,'~b·~7:~;Cashand.Cash Equivaierits .•. . .' ,., . .'$'.77.110,000;,$92,998,000. ' 

. ..... . ,. J. THOMAS MAY . . .Investments" "".. "159,51 0~OOo.'130,675;000, . .: 29.6d£iY.S .·P~ESlDilNt. SiMi.ioN~FIRS7'NA7roiiAL 
.' .", . . . ~.~ .' . ' .. '.

.Ac6ountsReceivable·, ..>:36.957,P0031;537.000 EJANk; PINE BL/JFF ' . 
'.' Property arid Equi~rnerit . . ..' .... " .... 24,093,pOO .'19,556,000 359,150' , ~wi~,C;M~CLERKiN 
. Prepaids and Other Assets : ."'" '. '. 35,066.000 . '23,OO~,000 .; 

.' • <SMiTH, STRdUb;McCLERKiN,.DUNN 

850A ·I,NiJrniR,.f#iWJA . . . '. . .", T6talA,ssetS:$ 332,736,00() ·$297,775,000 o '."OMMY'E.McFALu,' 
';,<': ,) '. • - ' .•-' ", . ~~)z2ff:':'~-:"'" . . 

. ,. WE OWE: ,", ,:.~mainder of.ip~l,lirie!f~:swered .. ..'·::~!~~r!:~ooAdJ 
~',';i . .:"'....• J.•>.~~'., .. ' . ,":*,(~t""'··- -'.' .AFL~Clb.N~sH,,!iiE,TN· .'Claims' Payable ',' . " "111 anc;i\{~~9g"ofJ3;<6;calenda~ days ...... . . .:: .$ .'86;466;000" .$ '83;643,00Q. ' .. 


. UneamedPremiuh,s .:. :25,639,000'.::' 18.115,000 .' 

Acco~ntsPc,\yablea~dOther Liabiliti~s . .41.i87S·;000· . 48,901,000, .' 


. , . . . . . 'iig'kfi~!~f~~~~AB)" .·'15;519~783.~~f?~;'.Total.Lia.biliti~s: '. ·$·1~3.~80,000 ': '$150,659,006 
d~~neflts prud(Partf',,&B) '. '$1,65;3,127,232. PRESIDENT; MuNfio &·CO.INc.;. 

,,~ :,., . .. i";;.)~ f!, ". ...... ..' . . ".,. . . . HorSPRiNGS . .
WEHAVIESET A$RDE: . . '.' .,. . .: .. *lncludesJndi'viqliaf'and Gr6up,~rvic~'sdaims:~ Vtf·~ATPHiLLlPS,M.D.

Unallocated Reserves "178,756,000 .' ,147,116;000 
::,'"j;:[t2';'i"~:'::;:\; ~~J!i~:h;,~;.~a:;if;~ig:~;':;;';~:;:;;:H· .• .'. .' •.. •.. .' ...,. ..•.. .' ~:;SS:I~SAY, JR. ;.

Total Liabiliti~sahd Equity: '$'332,736~000 . ' ..'..$ 297.775,OgO ' . ~'O"'1<ansassrueCrossandBlueShieldisamemberoltheBlueCrossru\dBlueShieidAssociation. ThiSme3ns·., '.' .... .... '. 
yy: Mansas'Biue c~'Iii1ct'BI';"Srueldnas l~troin the BiL!eCross arm BtueShield AssOciation to 6lier • .CHAIRMAfV OF, THE BOARP;, . 

: "h~lIh'insu~:&;nefrts a,nd~~;&'.s under the eiuec.ross andEilue,Shield nameS and service. • S,t;NIOR PARTNER,RAMSAY BRIDGFOR'rn 
SUMAURY Of OPERATIONS '. ." '.. .. 


Premium Income . . . . . ...$ .'456;075;000 .$430;212,000 
 ·'·,&~~1:'!~~lii~~~~~~~JE··· .·:a7~:::~··i,nve.stmertlncome "'8,391 ;OOQ' .. '10,550,000 .' 
~.'\'X· . . carefjiiaJiCing. oneciltheunl'lUe'8spectsoftheBlueC~andBloeShieldAssociationis'thateachmember PR.ESlDENTAN[) CHIt;F EXECu I ~Ii't:Other Income' 13,560.000 '10,157,000.. . ./~",: '. ,,,,I'PJ;in.;;;'~;;d'ill~(r~ioo by itS.own communlty·biiSed Boi.rd of OireCtO';; whk:h 'muStcontain a OF.FICER,ARKANSAS BLUE CRO's"'J1lVl.:.I

·'J-·"f ;'~{.'fSi:j:-,.,,,; h.:':' ,. ,"'> "',,;~,:'-':'"'' " • • . .. " .. " .. . " . _' ... ",~ 
'.0l.', 'i!';;;f.~!!!YClf,~!'!'il>Ii<:rnei-nbers." .Public rnembeffi are peOPI~ from the !rinmunity "iho are not employed in . . . BLUE SHIELD,', LITTLE. ROCK. Total Income $ . ,478,026,;000 '. "$450,919,000 . ': ':th!,healtlJ'care iridustry. Consequently, the Blue C"':""ahd Blue Shield Plans have a strong commitment. ..... ". ..... 

Claims Incurred 360,983,000.' .:. 363,928,000 ·i:;~e:~j:::::::~t:~~l:1:::t~:::7': ·:,J;'tA~~:~.c.·$LOm.E:siA~'
Oper~tif'!g Exp~nses ~: . '.74433000; ,'60971 006 

.; . ., " .. . .: '. .," ..~ '.' . . Shield ~iati6n act as~orii'oi.Ih~·fi~al Obligations of MansaS Blu~crosS ~d Blue Shk.ld.·. . WALNui RIDGE.. 
" ~.:.·,.otat~penses $ 435,416.000: $ 424~899.000· . '. . ",'"'.'. '""".:". :::ro~:i7==:'~==:~: 'L~CILLE,WI~~ .' ,', 

.' 

:AIisoCiatiOOWtilchari;iriteii'dEid wm.s.terasySleinjn Wili~h each membllrplaillT.a;n!rons ~i.rale finanCiat . ' . EXECI,.lTlVE VlCf PFjESIDENT, ".; 
, N~t Gal~ Before Tax ., , .'. ·42;61·~.0()~.·.,. '. 26,020,00Q .'. '. ':nlSOU~)ti'~iiS'6blfgatkmStCil'~cuslome.s...·.,·.• · .. '·(1· ' . <'Roo IIVILSCiNMbTOR~;:'NC;;'i!i,..,vt:t1", 
, 'Fed~tallncome raX . '. ,:,::'; .' .: '. "'12,957,000..' .··.8;054~OOO. 

NefGainAfter TCiX. :'(,'::' ":$ . 29,65'3,000 <$'17,~6,ooci~ . ," 

,:.'~' 

. '. AS~rived ~in ~~aUdited tin~~ sta~~~ of ~~,~'G~andBI~ Shield: For a eomPI~te cOp/~f Blue~; '., . 
, audited financial statements thatweie pre~ in accoi'd\lllce with geoorillly acCepted acCounting prinCipleS, please Call the public '.' -',..:,:r:e'atioos.depaitnient at 378-2132.. .. . .' .;'. :. < .. . . ., . '. 
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Arkansas 


BlueCross BlueShield 


Fact Sheet 

Formal Name: Arkansas Blue Cross and Blue Shield, 

AMutual Insurance Company 

Address: 601 Gaines Street 

Little Rock, AR 72201 

Telephone Number: 501-378-2000 

President and CEO: Robert l. Shoptaw 

Spokesperson: Robert D. Cabe, Senior Vice President, External Affairs 

Office Phone: 501-378-2436 

Home Phone: 501-661-9516 

fO;~~in 194~. Arkansai~,U~ ci~~~fdS'ue sh\I~,J~~~}t~w~i' insur~~r~~~~~~~J~I~if~OdaY.\~ue 

"Cross is the largest health.care inslirerirfArkansas; ~mp.loyjQ9'nW're than 1,600A[@fi~anS.LAlthough)he~(~~;~,:.:· 
(~om~~ny's main Office}i loCated irtL:.~{~OCk. B'ueCr~~.~!!!r~eig~t distnCtW~*:~~;~;:fr 


Main Office: 	 601 Gaines, P.O. Box 2181, Little Rock 72203-2181 

District Offices: 	 EI Dorado - 1920 North College, 71730 

Fayetteville - 2011 Green Acres Road. 72703 

Fort Smith - Superior Federal Tower, Suite 408.5000 Rogers, 72903 

Hot Springs - Rix Professional Center. 1401 Malvern, Suite 110, 71901 

Jonesboro - 2512 South Culberhouse. Suite C, 72403 

Pine Bluff - 2007 West 28th, Suite 2, 71613 

Russellville -1110 West B, Suite H. 72801 

Harrison - Security Plaza, P. O. Box 2446. 72601 

:trk~1a~,.Blue$E?Ss..~~~.Wue shie;.~.'if~~~nde~w~:~~li~~[i~i~ mem~£~~~il~e~!.;;&j. 
;USAbi~corpol~i;oh.'~~~IIY own~d;~~~S.i~i~tY ofi~h~~~~f~~~(~;Sand B'U:!~~r~b~~~~~~~:~:;;ing
('compa~ies: USAble Ufe::The First pyralhiii Life InsuranceC6rnpaQyofAmerica,an(fU$A~leSystems, lric. 

:i.Y.'· SA~l~.Corporation a}H~;.~!ns 50f.:e...:.r.;ce.J'.;.,.~n.r.~t.~..~.".~.t.:.:~.1H.grOr.:j,a.~.:~...r.,n~tf\·.IH~Jih"Advantagj!::l,;F;.~«tJ;:'\:\:;~.: . 
• " ., '" •• ,' ¥. ' ••- ••~?~>::.:~;:~;,'~ ,-., '.'" -; ..~~.,'/;/;,,:::;;::.:"->/. 

mailto:600A[@fi~anS.LAlthough)he


Arkansas 

BlueCross BlueShield 


An Independent ~ of the Blue ClOSS an:! Blue Sh~ld A<lsocialion 

Fact Sheet 


" ,:;':: 

... " ··.···c .:,{',.; y< . ~~" _, "'.'_~:'::' ..:::j::.:.:- '.~. ", 

,:' :' '(:.: :r:,', " <, ~~~:. :':".:"", 


~l~~Ciiff~J.~aJ~~~thea~h,~re inSu~iJ~.~;~~.~j~00P.~Y ao4 
,}'sm;S comparlieshave more than 1,600 employees:statewide~',;\~'~:":"':' 

~fAac~!~'Arkansis~based and operat~l~tisive'y ~th{~Ihestate.
::,\':/;\f,U' ~i':'<';:: ·v~~~~·:~i~..'"' :,::,.:-:, '~"'_:;.::,'.-.. ~ , 

.':.:H"':A8CB$ hasamembershipofmore than:~12,000, covering 23 percent 
0£2r>r',}':~;,F ." "'..; '. < " i31~f;t~;:0iii:':i:;:C'" 
,?~~~~J:;:,':under~age~65 population and, 30 per~ftL9.tfQe state'sov~~;65 
>::H;~?iGl;;: '~'~::~?:' " 'c "~-:•• ',. ' 'n. • • 'i'j';';"'<:'" -.:;~::~,.: : ." :.',:-:',; : ....-..., 

:L!'ABCBS:ismallaged by an' in-state bo~r~'~rdirectors.,T(, ' 
':',:, ", ·i<~~F{:~:r;":···: , 

;?~~:~A8cas is regulated by the Arkansas 1~~Qfan8& Departm~ht. '. 
,,';" '-;.... , ."'''.,'.'".', .:,', .' 

':~!c:: ABCBSpart;~iPates in theArkansasiifJ~~ri~i~isability In~LJ~anceGuarahty rw..;>\I .... ltlU 
" . "'. ' "' " : ~ .: ," .,' ': :.'. . " .. , 

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

protectspoiicyholders from insolvency:~:)'
,', """ .'" ..,;:.,.:,"." . 

ABCBS holds an "A+" rating from Stana~f~'&.Poor's Corp... . . 
\ ,,< '.' 

~ABCBS holds an "A-" rating from A.M-::B~stCompany..... 
, " ',' .~,,:. ::.<~' .:.': ,.- . f .' 

administrative costs (inCIUdin~"~~;~ries and nlll",nO'ln 



.' 

. 

" \~ . 

STANDARD &. POOA'SINSUR~NCE RATING,ANAlYSIS,J ,;.' ,:;:"~ 

LIFE/"EALTH I 

~ ". ,,~ , 
.',' .' {7.,~ , 

'. , , ~ . 

~:{·r·,~ .. 
'~r~~TiNG' A+ (GOOD) RATIONALE 
'.'::? 1~"~rerS ,,,ted :A' offe, goOd financial· 
.: ,;;':',iec;'rity, bU,l capacity to meet policy· The 'A+' claims-payirig ability rating of Arkansas Blue Cross & Blue Shield 
'::;~ hC!IJer obHgation~ is somewhat ~uscep~


"<' tible to adverse economic and under~ (ABCBS) is affirmed. The· rating is based on imprgved operating results, ex

~ ~ ; writing conditions, ' cellent capitalIzation, and significant local competitive advantages. Offsetting 

these strengths is the uncertairity of thehealthcare environment. . ,.' .':rb:'RELATED RATINGS ABCBS operates as a mutual insurance cgmpany, which has enabled if:~\:lNone 
to compete with other commercial insurance companies. The company 
has been abfe to improve earni'ngs over t,he past five years, primarily'~;{~OLDING COMPANY 
through improved underwriting practices and cost controls· resulting··',:':None',:r'r-- ' .. Jrom the implementation of managed care programs or based on price, 
negotiations with providers. An'emphasis on' preventive measures and<~i';~ljO:M ICILE 
utilization review have also contributed. Also, the company's claimsV,:'Arkansas .". \ prbcessing system is moreeffident'and has enhanced the company's 


;':(tICENSED ability to detect invalid claims earlier in the process. As a result of 

these programs, net income increased to $28 million in 1993 from $18, 
;/:Arkansas . 

'.~\<,< million,in 1992. In 1994; income is ~xpech?d· to' slightly decrease due to 
:'\« " :continued syste~s exparsion and the stabilization of rate increases in 
~~?("" ' the Medic~re supplement busfriess; .' . . •. ' . 

. , AB.CI3S.. bel).efit~ from an excellent capital position.,rela ti,:,e to the'com-. 
pa~yr.s Dusines's' mix and asset qualify. :Operating leverage (premi
ums/surplus). fmproved to 2,7. times .(x) in 1993 from 4.8x in 1989. 
Caf;i talizh Hdh.ha? been improving 'du~· t.o be~ter earnings at A B(:BS as 

••• 't<' ~.,' 

well'as improved:subsidiafy.earnings~" ...,'.. " ." " 1 

.'. ( S&fpelieve~,thaJthe'health' ir~urance industr)' ~ac~s'signific~~t risks iff 
adapting to healthcare reform. However, despite the' uncertainty, ABC'!3S 

,is .well~positionedi~Ark~l!sas :due. fo go~d relationships with.regulat<?rs , 
·.. and.. healthcare providers.' '. . ' . . 

. ";',, . ',',. .'., ~ '. . , . 
.. 

,\. ' It' • 

" ~. .. ,: '.. . '" ~.' . ", -:: - ,', ',. - ,,- " ) "', . , " .; ..". . ~ , 't" 

.... ,:" ARKANSAS BLUE' CROSS' &BLUE SHIELD/SELECTED STATISTICS, .: . 
. . ' ; . ';:;'1' .' ; .. ,'... . ," .. '.. ,'. -:'Yelirended Dec. 31- ' 

(MII.·$)<:!.i, .:;.'.; .:; .;.:> I:' . ' 1993::~' 199~'> .1991' ..1990 . 1989; . 
"Total reve~ue" . "." . 453.0' .' 424.3.. 338.4 386.1 360.8 ~ . 
Nel operatirigJncome;. , 28.1 . 17,7 , ' 11.9 . 16.2 (1.2)

"'. " ,' .. , Net incoine' :.: :" ,... ~8:1'" 18.0'" . 12.0 16.5'. (U)': 
~, .. . . Return onassels (%).':' 10.98 .7.84 5.80'" 8.84 (0.78)

Totalgenerar accountassets '. 275.0' 238:3', 212.5 : 198.4 168.6 .. 
. . Total assets:·· .. ···'··',,·!" 275.0 238.3 . 212.5 ,198.4' 168.6'. 


·'Statuto..ycapital(!ncL AVR)' ,'. 11-0.1.. 137.8 10~.1· 95.8' . 73.5 

.tOper~t!ng I~ver~ge .(premJs1!rp.) (x), " :p . '3.0 . .M . 3.~ . 4.8., 


:"', 

'-''I 

>: \'; 

'.' 

CONTACTS:; , 

, :,-, 

-\,CiiJdy I. Trosterma!l (212) 208-134t 
,;{:;:.. nmoth;~. Clark '(21'2) 208~1593 ;." 

~;::~.:, 

},:'>. 
).{·'-I~-i-U-R""';E-R--'-CLA-I-M'-S-.""P~-~"';'I-N-G-AB-IL-I-TY-----'-----'---""-------...,.-.------A..;.P-.-IL-'-9"'-9-4-.-.---', 

'~:if(":' '. 
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:,:~: ",Senior Vice President 
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;.,'Arkansas 
Patrick O'Sullivan" 'BlueCrossBlueShield " 
Manager " 

Advertising and Communications 


, P:O, Box'2181 
Little Rock, AR 72203·2181 

USAble Corporate Center (501) 378·2221 ' 
320 W, Capitol- Suite 900 FAX (501) 378·2969 
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MEETING RURAL HEALTH CARE NEEDS 

THROUGH INTEGRATED DELIVERY SYSTEMS 


ALive, Interactive Video Conference 

Moderated by Sander Vanocur 


Friday, July 15, 1994 


KARK-TV Channel 4 

201 W. Third Street 


Little Rock, Arkansas 


Program 
8:00-8:30 a.m. -- Breakfast Refreshments 
8:30-10:30 a.m. -- Live Broadcast 
10:30 a.m. -- Local Follow-up Discussion 
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MEETING RURAL HEALTH CARE 

NEEDS THROUGH INTEGRATED 

. DELIVERY SYSTEMS 

NIHCM 

EXECUTIVE SUMMARY 

Issue/Background 

Many health reform bills propose delivering care through competing private health plans 
that are accountable for access, quality, and cost management However, some policy 
makers question whether rural needs can be met through private initiatives to integrate 
health care financing ~d delivery. 

The National Institute for Health Care Management (NIHCM) Video Conference and 
Roundtable Discussion is intended to provide information from the field (sites in Arkansas, 
Iowa, and Washington) and from national experts about models for integrated health care 
delivery and insights into federal policies that would allow creative initiatives to meet rural 
health needs. 

In preparing for the conference, NIHCM commissioned two papers from prominent 
national experts in rural health care. Ira Moscovice, Ph.D. prepared a report reviewing 
integrated delivery and financing approaches in rural areas (Moscovice, 1994) and Andrew 
F. Coburn, Ph.D. and Keith 1. Mueller, Ph.D. prepared a report on integrated service 
networks and the impact of health reform proposals (Coburn and Mueller, 1994). 

These papers, along with other relevant papers and a NIHCM fact sheet on rural health care 
(NIHCM, 1994) are available at the conference. This executive summary provides an 
overview of the experts' review of the current situation, paradigms for integrated networks 
and managed care, and policy issues and approaches. 

Current Situation and Paradigms of 

Integrated Service Networks and Managed Care 


Current situation and potential for networks and managed care 

About one-fourth of Americans live in rural areas - areas that comprise about three
fourths of the nation's counties. (NIHCM) 

o 	 The rural population tends to be older, and slightly more likely to be uninsured, 
. than their urban counterparts. 



o 	 Rural areas tend to have fewer health professionals serving the population: 

more than 20 million Americans live in a "Health Professions Shortage 
Area" - an area with a primary care physician to patient ratio of 1 to 3,500 
or more; 
providers in rural areas tend to be older, and confront a greater workload 
and lower remuneration than urban physicians. 

o 	 Whil~ there are a large number of rural hospitals (45 percent of the nation's 
hospitals and 22 percent of the nation's hospital beds), the hospitals are struggling 
to attract and retain insured patients, and physicians, who often bypass them to go 
to more modern urban hospitals. ' 

Moscovice suggests that the current climate is receptive to network formation in rural areas, 
and Coburn, Mueller cite a widespread view that: 

"the development of integrated service networks (ISNs) offers substantial 
potential for helping rural communities overcome longstanding problems in 
the availability and accessibility of essential health services." 

Rural health networks 

Moscovice provides alternative defmitions of integrated rural health networks, and reviews 
the current status of their development 

o 	 Rural networks "that provide the full range of acute inpatient and outpatient services 
to rural communities are relatively rare It and are confined to a small number of rural 
health maintenance organizations (HMOs). 

o 	 Existing networks "tend to be groups of similar primary care, and sometimes 
secondary care, providers that form to address common problems or to respond to 
reimbursement opportunities ... " 

Rural managed care 

Moscovice also reviews rural managed care arrangements, noting that the development of 
such organizations is likely to pose special challenges in rural areas. He summarizes 
current information about rural managed care. 

o 	 Current penetration of managed car~ in rural areas is low, but is likely to increase. 

o 	 Limited capital and technical expertise are deterrents to development of managed 
care. 

o 	 Physicians are of mixed views: those without managed care experience generally 
have negative views; those with experience are more positive "or at least neutral. tI 
Rural physicians in the future may be willing to trade autonomy for a more secure 
patient base. 

o 	 Rural hospitals see managed care as a potential opportunity to maintain their patient 
base (and flll beds), but utilization increases "are likely to be fleeting." 
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o 	 Non-physician providers may be used extensively by managed care plans because 
of the primary care provider shortages. 

Moscovice goes on to review managed care models in rural areas, which until recently were 
usually HMOs. He cites three models of HMO development in rural areas: 

o 	 Urban-based independent practice association (IPA) HMOs expanding into rural 
markets (the market in Minnesota is an example of this model); 

o 	 Rural-based group/staff model HMOs (Geisinger Health Plan in Pennsylvania is an 
example); 

o 	 Rural-based IPAs sponsored by consumers or providers in the rural area (HMO 
Wisconsin is an example). 

Policy Issues and Approaches 

Coburn and Mueller review three essential preconditions for the development of integrated 
services networks that could pose "significant challenges" for rural communities and "lend 
themselves to policy intervention:" an appropriate market/service area; a stable financial 
base; and the need for capacity building. 

Appropriate market/service area 

Market area definitions are important to the success of networks in rural areas in two ways: 
the population base.included, and the degree of overlap with "natural markets" that cross 
state lines. Five policy issues embodied in current legislative proposals are discussed: 

o 	 appropriate definitions of boundaries for group purchasing areas; 

o 	 participation in plans purchased through regional purchasing groups; 

o 	 inclusion of Medicare and Medicaid beneficiaries in purchasing groups; 

o 	 requirements that health plans serve underserved, rural areas; and 

o risk adjustments to premiums for underserved rural areas and populations. 

Stab1e financial base , 

A stable financial base is critical to the viability of rural integrated services networks. Two 
policy issues are discussed: 

o 	 adequate insurance coverage and benefits; and 

o 	 adequate provider reimbursement 

Capacity buiIdin~ 

Underserved rural communities face numerous barriers to the development of networks. 
Policy issues and approaches for capacity building are discussed by Coburn and Mueller, 
and by Moscovice. 
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o 	 Financial support, including assistance in capital investments for network 
formation, is discussed by both papers. Moscovice also suggests provisions to 
limit the financial risk of individual rural health practitioners under managed care 
arrangements. 

o 	 Technical assistance and support in planning, developing and operating new 
systems, is discussed by both papers. 

o 	 Regulatory flexibility, balancing antitrust enforcement with network establishment, 
is suggested by both papers. Moscovice also suggests flexibility in the form of 
modified solvency standards for rural-based health plans. 

o 	 Expansion of provider supply is suggested by both papers, especially primary care 
professionals likely to participate in rural networks, along with the protection of 
existing programs such as community health centers and rural clinics. 

Coburn and Mueller review the status of federal legislation in addressing these policy 
issues and approaches. A review of some of the key Congressional Committee health 
reform bills as they pertain to rural issues is also available at the conference. 

Endnotes 

Ira Moscovice. Ph.D .• "Integrated Health Service Delivery and Financing Approaches in Rural 
Environments." June. 1994. 

Andrew F. Coburn. Ph.D., and Keith J. Mueller, Ph.D .• "Rural Integrated Service Networks: the Impact of 
Current Health Refonn Proposals." July 15. 1994. . 


National Institute for Health Care Management, "Facts About Rural Health Care," July. 1994. 
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NIHCM 

Rural Demographics 

Population 

Rural America is quite diverse, ranging from remote "frontier towns" to bedroom communities of 
large cities. Rural is defmed as: (1) frontier areas with six or fewer people per square mile; (2) 
remote rural areas with greater than 30 minutes of travel time to a population center of 10,000 or 
more people; and (3) less remote rural areas with 30 minutes or less ofuavel time to a population 
center of 10,000 or more (Berman. 1994). 	 . 

About one-fourth of Americans live in rural areas; more than three-fourths of the nation's counties 
are rural (Bureau of the Census, 1993). 

Insurance Coyerage 

• 	 In 1993, 18.6% of the nonelderly rural population was uninsured versus 17.1 % of the nonelderly 
urban population (EBRI, 1994). 

In 1990, 14.5% of rural residents were enrolled in Medicare compared to 13.5% percent of urban 
resident (Health Care Fmancing Administration, 1992). 

In 1993. 12.2% of rural residents and 11.4% ofurban residents were covered under Medicaid. 
However. only 45% of rural residents with incomes below 100% of poverty were covered under 
Medicaid, compared 10 51 %of their urban counterparts (EBRl, 1994). 

Employer-sponsored health insurance covered 59% of rural residents in 1992 compared to 63% of 
urban residents. Rural Americans rely more heavily on non-group sources of health insurance. In 
1993, about 9% of insured rural residents were covered by these private policies compared to 7% of 
urban residents (EBRI, 1994). 

In 1992, 13.5% of the population in rural states was 65 or older compared to 12.6% in urban states 
(Bureau of the Census. 1993). 

Poverty 

States with predominately urban populations had an average poverty rate of 11.5% in 1990, while 
those with mainly rural populations had an average poverty rate of 15.4% (Bureau of the Census, 
1993). 

Employment 

Rural employment grew by only 6.9% between 1979 and 1986. compared with a national rate of 
10.8% (Korczyk, 1994). 	 . 

One's chances of dying from accidents in a rural area are 40% higher than in urban areas. Rural 
residents are more likely to be self-employed. work in seasonal or temporary jobs, and be employed 
in farming. underground mining. or other hazardous industries (Fuchs. 1994). 
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Health Services Capacity 

Ph ysician Shortage 

As of December 1992, more than 20 million rural Americans were living in federally designated 
Health Professions ShortageAreas: areas that have a primary care physician-to-patient ratio of I to 
3,500 or worse. In rural areas, 35% of the population lived in communities with a primary care 
physician shortage compared to 10% in urban areas (Federal Office of Rural Health Policy, 1993). 

Over 400,000 Americans live in counties where there is not a single physician, and 34 million live 
in places where there are too few physicians (Pushkin, 1994). 

Physician Issues 

Many special issues face rural physicians: (1) provider workload is 20 - 30% greater in rural than 
urban areas; (2) remuneration is 10 - 20% less; (3) over 50% of rural physicians are on call every 
other night while urban physicians participate in call groups; and (4) 13% of physicians are over 
65years of age versus 9% in urban areas (Berman, 1994). 

Hospitals 

Forty-five percent of all community hospitals in the U.S. are in rural areas, but these hospitals 
contain only 22% of all hospital beds. In 1992, urban hospitals reported occupancy rates of 68.6%, 
compared to 57.4% in rural hospitals (AHA, 1993). 

• 	 Hospitals are struggling because insured patients often bypass them to go to more modem urban 
hospitals. Similarly. rural hospitals have difficulty recruiting primary care physicians due to 
inadequate facilities. Escalating technological advancements encourage the concentration of advanced 
medical services in large urban complexes (Pushkin, 1994). 

Growth in Rural Integrated Health Care Systems 

. Trends 

Rural America participates in "managed care" in the sense that the primary care physician is typically 
the gatekeeper to the entire system. While there are a few long-term examples of rural integrated 
health systems. rural areas have recently seen increases in integrated fmancial and delivery systems 
(Pushkin, 1994). 

HMO Penetration 

In 1990,301 HMOs served both urban and rural counties and 15 more served rural counties only 
(GHAA, 1994). 	 . 

Thirty-six percent of rural counties had at least one HMO providing services to their residents in 
1992 (Wellever, 1994). Bedroomcommunities were twice as likely as other rural areas to have an 
HMO (Pushkin, 1994). 

(Reference Sheet Attached.) 
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INITIATIVES IN RURAL HEALTH 

IN THREE STATES 

WASHINGTON, ARKANSAS, AND 
IOWANIHCM 


COLVILLE. WASHINGTON 

The town of Colville, Washington, serves as the hub for a very rural area in northeast 

Washington State, extending from the Canadian border south to Chewelah, Washington. 

and from the Idaho border west to Republic, Washington. This region covers parts of 

three counties, and has a population of about 30,000 spread across more than 1000 square 

miles. Like many rural areas, this region suffers from higher than average unemployment 

and per capita income levels that are significantly lower than state and national averages. 

In 1988, the state created the Washington Basic Health Plan (WBHP}--:-designed to serve 

the working poor by providing subsidized health coverage through private, capitated 

integrated delivery systems. Residents under age 65 whose families earn less than 200 

percent of the federal poverty level are eligible to enroll in the program. Some local 

employers, also contract with WBHP to provide coverage to their employees. 

The area surrounding Colville was approved as one of 17 pilot sites for the 

Washington Basic Health Plan in 1988, and the physicians of the NorthEast Washington 

Medical Center in Colville developed an integrated delivery system-in partnership with 

the local hospital, Mt. Carmel-to serve the local population eligible to enroll in the 

Washington Basic Health Plan in 1991. Local enrollment in the WBHP program stands 

steady at approximately 1,000 enrollees-the maximum allowed by the state at this point. 

The Washington State Health Services Act of 1993 will extend the WBHP program to an 

addi tional 195,000 enrollees. 

The program places a strong emphasi~ on enrollee education and prevention 

programs. Each enrollee is screened as they enter the program and meets with their 

primary care provider or a member of an intake team. Duringthis initial meeting. 

enrollees are educated about the benefits and limitations ofWBHP and how to access and 

use the integrated delivery system. They are also educated about nutrition, lifestyle 



factors and care of any chronic illnesses the patient might have. The primary care 

physician then evaluates the patients medical needs and acts as case manager, arranging 

any necessary diagnostic testing. referrals. or hospital care. The hospital and health 

department each sponsor an ongoing series of educational programs on health related 

topics that are open to the community in addition to the activities of the clinic. 

The physician-hospital partnership has since expanded to serve the Healthy Options 

program for AFDC recipients in Washington State. Like WBHP. Healthy Options is a 

capitated prograrri. The system's experience with these programs has been a valuable 

practice ground for dealing with capitation. The system intends to move toward a more 

fonnalized structure and begin offering their services to local employers and other 

private-sector purchasers. At this point. about 20% of the physicians' reimbursement is 

capitated. They expect this percentage to grow to 50% by July 1995 and 95% by 1999. 

Blue Cross of Washington and Alaska (through its subsidiary, NCAS) is the carrier that 

assumes risk for WBHP. Medical Service Corporation of Eastern Washington (a Blue 

Shield plan) assumes risk for the Healthy Options program. Both of these risk contracts 

are renewed on an annual basis. 

This initiative is not only an example of a successful effort to serve a previously 

underserved population, but may also be representative of the community-specific 

relationships that often develop in rural areas. The current integrated delivery system 

builds upon commmunity-centered cooperation among health care providers which began 

in response to health planning activities in the 1970's. For fifteen years, the physicians 

offices have been located on the campus of Mt. Carmel Hospital-a Dominican hospital. 

since WWII. The NorthEast Washington Medical Center was fonned in 1979 with seven 

physicians (all but one of the physicians in the area). There are now 26 providers 

belonging to the Center: 10 Family Practice physicians, 3 Internal Medicine subspecialist 

physicians, 2 general·surgeons. 2 orthopedists. 1 urologist. 1 radiologist and 5 physician 

assistants. The program also houses two full-time Family Practice residents. Local 

physicians claim that such integrated systems may work better in rural areas than urban 

areas, because local primary care and specialist physicians interact much more frequently 

and cooperatively on an ongoing basis than is typical in many urban practices. 

All of the local health care providers-the hospital. the physicians and the public 

health department--cite a strong sense of partnership and focus on community needs as a 

critical contributor to the success of the plan. The relationship between the hospital and 

physicians to serve Basic Health Plan enrollees is executed largely by handshake and 

exhibits a degree of fluidity which makes it responsive to changing reimbursement 

streams and public policy. Both the hospital and the medical group also enjoy a solid 
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working relationship with the local public health department, which is viewed as a 

"connector" filling in with specialized clinical services (e.g., well-child immunizations 

and treatment of STDs) and referring patients into the community medical system as 

appropriate. 

The State of Washington's overall health system reforms build on the State's 

experience with its Basic Health Plan. The Basic Health Plan successfully required that 

only capitated health plans participate and qualify for the program's subsidies. In Colville 

and other areas, providers and health plans successfully developed new integrated plans 

to serve these enrollees. The Washington State Health Services Act of 1993 requires that 

by July 1, 1995 all health coverage in the state be provided through certified health plans 

(CHPs) which will be integrated, capitated systems offering a uniform set of benefits. 

ARKANSAS 

With only about half (54 percent) of the population living in urban areas of 2,500 

people or more and 71 of 75 counties designated as medically underserved, Arkansas is a 

state that faces difficult challenges in providing access to health care for people in rural 

areas. Several notable efforts to meet this challenge are being made by the University of 

Arkansas and Blue Cross and Blue Shield of Arkansas. 

University of Arkansas 

As part of a long-standing effort to improve access in rural areas, the University of 

Arkansas' Area Health Education Centers (AHEC) program is taking steps to help 

provide physician services for rural communities and community health centers in very 

rural areas. These areas are sufficiently remote that they may never be able to attract a 

physician to live permanently in the community, yet physician services are needed in the 

area. To meet this need, the AHEC program has begun to associate with (and in at least 

one instance, purchase) thriving physician practices in nearby small towns, with the hope 

of expanding these practices so that their physicians can commute on a parttime basis to 

the more rural health centers. 

The approach seems promising as a way to recruit additional physicians to serve rural 

areas because they would be joining a stable practice and would be assured of having 

colleagues and backup coverage, rather than having to serve alone. The attraction for 

physicians in the existing practice is that they will become members of the medical 

school faculty, being paid on a salary plus incentive basis. Their practice will also be a 

site for residency training for medical school graduates, with the hope that some will 
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choose to stay on and join the practices. ('The first practice to enter into this arrangement 

with the AHEC is a three-physician primary-care practice group; all of these physicians 

served as residents in the area before deciding to establish their practice there.) 

These primary care physicians will also serve as care managers in the University's 

evolving integrated managed care company, QualChoice of Arkansas, which will provide 

a point-of-service managed care plan across the state, including rural areas. The plan is 

contracting with panels of 5 to 20 primary care physicians who will serve as the first 

point of access for patients entering the medical system. Each panel's physician payments 

are panially based on the cost of services provided to patients who use the group for 

primary care. 

Arkansas Blue Cross and Blue Shield Primary Care Network 
The Primary Care Network (PCN) program, administered by FPLJUSAble 

Administrators, a subsidiary of Blue Cross and Blue Shield of Arkansas, is a managed 

care program to serve rural areas. This program, which now includes 44 rural sites, was 

initially started in rural areas where a self~insured employer of at least 100 employees 

(typically 500 to 600 employees) showed interest in establishing a managed care system 

that promised to give the employer some control over costs. (These employers are often 

national employers that have a plant in a rural Arkansas site-for example, Kodak and 

Emerson Electric.) FPL/uSAble Administrators aids in forming a cooperative 

arrangement between the employer and primary care physicians in the community to start 

the PCN; they also serve as the third-party administrator and provide managed care 

expertise as well as data and other information to help the employer and participating 

physicians monitor cost and utilization patterns. 

The employers select the physicians who will participate initially in the plan. A board 

made up of equal numbers of physician and employer representatives oversees the 

activities of the PCN. Each year, the physicians and employers negotiate a budget for the 

full gamut of medical services covered under each employer's health plan. The board 

meets regularly to monitor use and cost patterns and discuss how unacceptable 

performance can be changed. Participating physicians are at partial risk for the cost of all 

covered medical services: 20 percent of the physician fee (based on the Blue's standard 

fee schedule) is withheld, and if expenditures come in under target, physicians receive the 

withhold and, in some cases, an additional bonus that represents a portion of the 

employer's savings. 

The participating primary care physicians serve as gatekeepers for other medical 

services: patients selecting the PCN option are required to go through the primary care 
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physicians as a condition for having the cost of the service paid by the medical plan. One 

reason that local physicians are willing to participate is that they see the PCN as a 

mechanism for ensuring that people seek medical services within the community rather 

than going to nearby larger communities. They also recognize that a medical system 

which delivers good medical care at a predictable cost aids in keeping the larger local 

employer in the area. 

Once a PCN has been established, other self-insured employers in the community can 

participate. In addition, a plan is being considered that would permit small rural insured 
employers who have coverage with Blue Cross and Blue Shield to participate as well. The 

Blues, representing these insured employers, would serve on the PCN board that oversees 

the network operations, and they would have responsibility for negotiating a budget for 

these insured employers. This stage of the program might be available later this year. 

Some small community hospitals have expressed interest in being participants in the 

PCN and have suggested that they might be willing to accept a form of capitation 

payment. In some cases, the PCNs have established referral patterns to physicians and 

facilities that are part of the Blue Cross and Blue Shield statewide PPO, an arrangement 

which allows the PCN to get these services at discounted rates. 

IOWA 

There are a variety of initiatives underway to develop integrated health delivery 

systems that serve rural areas throughout Iowa. These include efforts by providers, health 

plans, and employers. both as individual and collective purchasers. Employers in 

particular have been a driving force in the development of an efficient health care 

infrastructure to support their employees in rural areas. 

At the. same time, state government in Iowa has been working cooperatively with 

purchasers to design policy supporting the development of cost-effective private plans 

within a model encouraging the use of price-sensitive consumer choice to drive the 

market. For example, Iowa has recently created the designation of "Organized Delivery 

System" (ODS) as an alternative to licensure as either an insurer or an HMO. Dan 

Winegarden, First Deputy Insurance Commissioner in Iowa. says this new designation is 

appropriate because both of the existing designations "are limited to a specific corporate 

organizational structure that is far less flexible than is possible within a PHO. Both have 

deficiencies from the viewpoint of buyers (primarily employers) trying to encourage 

health care providers to share incentives to deliver high value care-to do it better for 

less, while living within a budget defined by the buyer." In another example, state 
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policymakers have demonstrated that they are also sensitive to local health referral 

patterns by pursuing innovative service area definitions which facilitate flexible 

alternatives to serve rural health needs. 

Employer Initiatives 
In one employer-sponsored initiative, Health Policy Corporation of Iowa (HPCI), a 

voluntary employer coalition on health, has several purchasing initiatives underway. In a 

model similar to the Business Health Care Action Group in Minneapolis, their larger 

employers have banded together to purchase collectively and encourage the development 

of one or more "benchmark" plans. These benchmark plans will involve integrated health 

delivery systems, initially serving urban as well as rural areas in central Iowa and 

expanding to other areas over time. It is in,tended that these benchmark plans will also 

fOIm the core offerings of a voluntary health insurance purchasing cooperative for small 

employers sponsored by HPCI. Health plans and providers are responding to these 

employer initiatives by developing new integrated financing and delivery systems. For 

example, the Unity Choice Health Plan described below is one of the new systems 

applying to serve as a benchmark plan through HPCI's purchasing initiatives. 

In a small town initiative, local employers in Pella, Iowa, have'recently encouraged 

local physicians and the local hospital to fOIm an integrated delivery system where the 

providers also bear fmancial risk for health care delivery. This rural integrated system 

then chooses the tertiary care centers with which they wish to affiliate. The employers 

will hire a single third-party administrator and pool their health care data, thus using their 

combined market strength to create incentives for greater accountability on the part of the 

health plan. 

In another employer-sponsored initiative, John Deere built Heritage HMO in a move 

to secure cost-effective health care for Deere employees. Deere has also created a series 

of family health centers which provide comprehensive primary care, laboratory services, 

and pharmacy for Deere employees. This effort is part of a strategic alliance with the 

Mayo Clinic, which helped them design the centers and their clinical guidelines and 

guarantees center patients access to Mayo specialists for problems that cannot be treated 

locally. Deere and Mayo are now pursuing a strategy to develop and operate clinics in 

other areas for non-Deere employees. 

Unity Choice Health Plan 

Unity Choice Health Plan is a new statewide integrated health plan. Unity Choice is a 

partnership among physicians, hospitals and Blue Cross and Blue Shield of Iowa. Rural 

physicians that are part of the plan may belong to one of three physician-hospital 
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organizations (PHOs) distributed throughout the state or contract directly with the plan. 

The PHOs are each owned 50% by the hospital and 50% by the physicians. Each PHO 

contracts with 8 to 20 physician practices. Since physicians. hospitals and the insurer 

share in the ownership, they also share fmancial responsibility for health care delivery 

and risk management. The intent is to align the financial incentives of all of the partners 

toward efficient use of medical resources. 

Unity Choice is organized around a primary care case management model-meaning 

primary care providers are responsible for oversight of all of a patient's medical care. 

including assuring appropriate referrals to specialists and monitoring the care received 

from specialists. If a rural primary care provider refers to a specialist in an urban area, an 

urban primary care provider acts as interim case manager. This provides for more "hands

on" management of specialty care than would a long distance relationship between the 

primary care physician and the specialist. 

The plan uses several strategies that should serve to bolster primary care capacity in 

rural areas. First, they are supporting physicians financially. In rural areas where volume 

may not be great initially. physicians in the network are guaranteed a minimum level of 

income from the plan. Second. the benefit plan design is structured so that patients pay a 

lower coinsurance if they receive primary care from a local provider, rather than traveling 

to more urban areas for primary care. (This variation on benefit plan design was inspired 

by the Iowa Farm Bureau, which wanted to encourage members to receive routine 

primary care in local areas, thereby helping to ensure on-going availability of health 

services in rural areas.) Third, they are placing the technology for automated medical 

records and automated office management in rural physicians' practices to reduce their 

administrative costs and improve their interface with the health plan overalL It is 

anticipated that these efforts will improve the ability of rural areas to recruit and retain 

primary care providers. 

The use of computerized systems is also important for medical management and 

continuous quality improvement within the plan. Information collected as a by-product of 

these systems is used to profile provider practice patterns and support a decentralized, 

peer-review oriented medical management and continuous quality improvement system. 

Most quality management is conducted face-to-face within the PHOs, not retrospectively 

or by telephone. Utilization review nurses are on-site, rather than located in a central 

urban area. 

All of these initiatives are examples of the ways in which employers, health plans and 

state policy in Iowa are coalescing to support a model of "value purchasing." Such a 

model establishes a structure in which price-sensitive consumers are provided a choice of 
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competing health plans, and can choose based on the plans' prices and ability to best meet 

the consumers' individual needs and circumstances. 

Prepared by Elizabeth Hoy and Elliot Wicks 
Institute for Health Policy Solutions 
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Association for Health Services Research r 

ORGANIZATION 8'RIEF: 

The National Institute for Health Care Management 


Background 
There is a growing need for better answers and solutions to 
health care delivery and financing. The National Institute for 
Health Care Management (NIHCM) was established in 1993 
to find workable solutions to these problems. NIHCM ful
fills its mission by. sponsoring high quality, nonpartisan,ob
jective research; • acting as a clearinghouse for research on 
health care management and sWte managed care data: and 
• providing members with a forum to continue to build man
aged care expertise. 

Mission 

The mission of the institute is to: 


• Support research and analysis of health care issues, partic
ularly those that involve management, financing and deliv
ery of health care. 

• Develop a research program to assist consumers, health 
care professionals, government, its member companies and 
health care industry in an 'overall effort to deliver high qual
ity, cost effective care to all residents of the United States. 

• Promote innovation to continuously improve the health care 
system. It is the purpose of the institute to identify, analyze 
and disseminate best practices to its members, others in the 
industry, the government and the pUblic. 

Organization 

NIHCM is a non-profil organizatiori founded by II of the na

tion's leading health care companies from across the coun

trY,each ofwhich has made an initial three-year funding com

mitment to NIHCM. NIHCM member experience provides 

a solid foundation for identifying and implementing practi

cal solutions to problems in the health care system. The in
stitute's members include: .. 


• Arkansas Blue Cross and Blue Shield 

• The Associated Group 

• Blue Cross of California 

• Blue Cross and Blue Shield of Georgia 

• Blue Cross and Blue Shield of Iowa 

• Community Mutual Insurance Company 

• Blue Cross and Blue Shield of Texas 

• Veritus, Inc. 

." Blue Cross and Blue Shield of Virginia 

• Blue Cross of Washington and Alaska 

• Blue Cross and Blue Shield United of Wisconsin 

NIHCM receives counsel from an outstanding advisory 
board including: 

John Cogan, Ph.D. - Senior Fellow, The Hoover Institution, 
Stanford University; Former Deputy Director, Office of 
Management and Budget (Reagan Administration); Former 
Member, Pepper Commission 

John Iglehart - Founder and Editor, Health Ai/airs; Nation
al Correspondent for The New England lourna! ofMedicine; 
Former Editor, The Natiolla! lournal 

James J. Mongan, M.D. - Executive Director of Truman 
Medical Center; Dean, University of Missouri at Kansas City 
School of Medicine; Former Assistant Surgeon General and 
Associate Director for Health & Human Resources (Carter 
Administration) 

Uwe Reinhardt, Ph.D. - James Madison Professor of Polit
ical Economy, Woodrow Wilson School. of Public and In
ternational Affairs. Princeton University; well-known au
thor, lecturer and expert on national and international.health 
economics issues 

Mark Warner - Managing Partner, Columbia Cellular Cor
poration/Capital Cellular Corporation; Chairman, Virginia 
Health Care Foundation; Chairman, Council for Democracy 

Gail Wilensky, Ph.D, - Senior Fellow, Project HOPE; For
mer Administrator, Health Care Financing Administration in 
the Department of Health and Human Services; Former 
Deputy Assistant to the President for P<?licy Development 
(Bush Administration) 

NIHCM Initiatives 
Current Research Projects 
NIHCM will fund research that fo
cuses on two research themes: (I) 
building health care reform imple
mentation expertise -- defining 
workable solutions to health care 
management in a reformed environ
ment, and (2) identifying the char
acteristics of successful managed 
care delivery -- which practices dis- Naflcy Chockley 
tinguish outstanding managed care Executive Director 
plans. Findings of sponsored re- NIHCM 
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search will be shared with the public and used to improve 
health care financing and delivery. 

Nl HCM is currently sponsoring a project that offers a 
unique and integrated examination of the implemen\ation of. . 
health care reform at the state and local levels. The work 
product will provide both an analytic frarpework for under
standing reform, as well as a blueprint for policymakers to 
help in decisionmaking. 

NIHCM has also funded a study that examines the new 
generation of managed care as it is being developed in local 
markets. This study highlights examples of creative managed 
care approaches to health care delivery, including health plan 
efforts to measure and market quality, employer. initiatives 
for more effective purchasing decisions, data collection ef
forts, new relationships between health plans and providers, 
and the regulatory environment within which managed care 
must function. 

NIHCM will fund only research that fulfills specific crite
ria. Research must be: ' 

• high quality, objective and nonpartisan; 

• of national importance given health care reform; 

• relevant to managed care; 

• useful to policymakers, consumers and the managed care 
industry; 

• timely given the progression of the health reform debate; 

• achievable within a reasonable time frame; and 

• able to contribute to improving managed care delivery in 
general and member plan practices in particular. 

Beyond research, the institute will be sponsoring other pro
jects and awards. These inciude: 

• White Papers - NIHCM will publish two white papers in 
1994 on important issues related to health reform and man
aged care. The first is on health plan solvency under health 
care reform and will be published in the spring. NIHCM is 
accepting proposals for the second white paper to be pub
lished this fall on topics related to its research themes. These 
are intended to be thoughtful analyses and essays that will 
inform the policy community and policymakers in the health 
care field. 

• Surveys - At its initiation, NIHCM sponsored a Louis Har
ris Survey, which indicated that policymakers want and need 
much more data in order to make informed decisions about 
health care reform. NIHCM will continue to sponsor peri
odic surveys. 

• A wards for Excellence - NIHCM will be sponsoring three 
awards for excellence in reporting and research on health care 

reform implementation and best practices in managed care 
issues. The awards will offer $5,000 for best published, aca
demic orientation article and best newspaper article or series 
(large circulation and small circulation publications). 
Awards will be presented at a reception during NIHCM's 
meetings in November 1994 and July 1995. Authors are en
couraged to contact NIHCM for further information. 

• Public Forums on Managed Care and Implementing Re
form - NIHCM will sponsor public forums to examine real 
world experience with solving problems in health care de
livery. These one-day events will focus on implementing re
form, e.g., how states and the private sector can advance rur
al network development. 

• Clearinghouse - NIHCM acts as a clearinghouse to dis
tribute relevant research on managed care issues and reform 
related topics. The clearinghouse primarily serves policy
makers and the media. NIHCM has also developed a com
prehensive state-level database that combines a variety of re
sourc?s that will be published in a book in the fall of 1994. 

• Member Workshops on Best Practices - NIHCM spon
sors member workshops on strategic planning issues, in 
which members share expertise as well as learn from experts 
in the field. 

NIHCM Board and Staff 
The chief executive officers of member plans serve on the 
board and direct' activities of the institute. N I HCM' s board 
chairman is Leonard D. Schaeffer, chairman and CEO of 
Blue Cross ofCalifornia and former president, Group Health, 
Inc. of the Twin Cities, as well as former administrator of the 
Health Care Financing Administration during the Carter Ad
ministration. 

NIHCM's day-to-day operations are headed by executive 
director Nancy Chockley. Ms.Chockley, formerly with Mer
cer Management Consulting, has considerable experience in 
business consulting and strategic planning for health organi
zations. This experience brings a practical perspective to mak
ing market and governmental reforms work. Other key staff 
include Kathy Eyre, senior research director, and Andy 
Bressler, director of policy. Ms. Eyre is a former Pew Career 
Development Fellow and federal health care antitrust prose
cutor. Mr. Bressler was fonnerly with Mercer Management 
ConSUlting. 

Infonnation 

Questions regarding the National Institute for Health Care Man

agement and its research agenda, awards and other activities 

can be addressed to: Nancy Chockley, Executive Director, NI

HCM, 1818 N Street, NW, Suite 300, Washington, DC 20036; 

TEL 202/296-4426; FAX 202/296-4319. 
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E X E CUT I V E OFF ICE o F THE PRE SID E N T 

24-0ct-1994 03:37pm 

TO: MILLER RA 

FROM: Geraldine E. Covington 
USSS Waves center 

SUBJECT: Read Receipt for Appt. request - Cabe, Robert and others 


Geraldine E. Covington read your message titled 

Appt. request - Cabe, Robert and others on 24-0ct-1994. 




E X E CUT I V ~ OFF ICE o F THE P R E·S.1 DEN T 

24-0ct-1994 03:36pm 

TO: Geraldine E..Covington 

FROM: Rosalyn A. Miller 
Economic and Domestic policy 

SUBJECT: Appt. request - Cabe, Robert and others 

Date 
01-Nov-1994 

Appointment with 
RASCO, CAROL-H 

Room No. 
2FL/WW 

Bldg. 
WH 

Requested by 
Rosalyn A. Miller 

Phone # 
.456-2249 

Comments: 

TIME VISITOR'S LAST, FIRST NAME BIRTHDATE SOC. SEC. # 


05:00pm Cabe Robert 
05:00pm Allen Sharon 
05:00pm Shoptaw Robert P6/(b)(6)


