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I. INTRODUCTION 

In 1978, the Maine Legislature passed and the Governor 

signed the Maine Certificate of Need Act (PL1977, c.687). 

This action was necessary to comply with Federal mandates 

established in the National Health Planning and Resources 

Development Act of 1974 (PL93-641). That law requires review 

by a state agency of hospital expenditures for capital develop

ment, purchase of equipment and development and provision of 

new services. In addition to meeting the Federal requirement, 

the Maine Legislature intended this law to provide for quality 

health care at the lowest possible cost, to avoid duplication 

of health facilities and health services and to assure the 

most effective and appropriate use of State funds. 

The review process established in the Certificate of Need 

law (CON) requires participation by various groups recognized 

(or required) by the Federal government: the State Health 

Planning and Development Agency (SHPDA~ a bureau within the 

Departmeni of Human Services, the Health Systems Agency (HSA) 

and the State Health Coordinating Council (SHCC) . All three 

have statutorily established state or federal components and 

tasks; the SHCC and the HSA groups include citizen participation, 

with representation from both consumer and provider sectors. 

The SHPDA has both planning and review functions: the SHCC is 

primarily a planning group; and the HSA also does both planning 

and review. 

The 1978 law established the process, the criteria for 
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cal saving relatively small, but experience with certif
icate-of-need programs also indicates that even this 
small saving is not likely to be achieved. Given that an 
effect on expenditures has not been detected and that 
certificate-of-need regulation involves substantial ad
ministrative costs, it appears probable that the pro
gram is imposing an appreciable net cost on society. 

MANDATORY PROSPECTIVE REIMBURSEMENT 

By the late 1970s, cost control had been attempted 
in eight states by means of mandatory prospective re
imbursement.ZZ Typically, this regulatory approach 
requires that either the total amount to be paid to the 
hospital or the rate of payment for a given unit of serv
ice be established in advance of the coming year. The 
hospital is then reimbursed according to these prede
termined standards, regardless of the costs it actually 
incurs. 25 Any expenditure in excess of the prescribed 
reimbursement must be absorbed by the hospital. 
Ideally, prospective reimbursement should give insti
tutions an incentive to be more cost conscious. Two 
basic strategies have been employed to control reim
bursement25: the so-called formula method and the 
budget-review method. 

The formula method compares the costs of a unit of 
service in a given hospital (e.g., per diem expendi
tures) with the costs in a group of similar hospitals. 
Categorization of hospitals can be based on factors 
such as size, character of facilities, types of services, 
and teaching status. Any hospital in a given cluster 
might be reimbursed for a unit of service on! y up to a 
level equal to the mean cost in the entire hospital 
group or slightly above it. 

In New York, the state in which prospective reim
bursement has been in effect the longest, the control of 
reimbursement through the formula method is ac
complished in essentially the following way. 26 First of 
all, to determine allowable inpatient costs, routine 
costs per patient-day for the hospital are compared 
with the costs for the peer group, and costs over 100 
per cent of the mean are disallowed. Secondly, ancil
lary costs per admission are analyzed in the same 
fashion, and costs in excess of the group mean are 
disallowed. Thirdly, the average length of stay for the 
hospital is compared with the group's average length 
of stay plus half a day, and the costs for any excess 
days are disallowed. Fourthly, educational costs are 
added to the other operating expenses. Finally, an 
adjustment is made for predicted inflation, and a 
value for allowable capital costs is added. 

The allowable costs are then divided by the number 
of patient-days to obtain the per diem rate of pay
ment. However, in calculating the per diem rate, a 
penalty is exacted if the hospital's occupancy rate is 
below the accepted standard. In the case of the medi
cal or surgical services, for example, the minimal 
figure for occupancy is set at 85 per cent. By and 
large, hospitals do not like the formula method of rate 
setting, because the process is objective and mechani
cal, leaving them little opportunity to influence the 
outcome. 

The budget-review strategy is quite different in 
character. Each hospital constructs a budget for the 
coming year and submits it to the rate-setting agency; 
the agency, in turn, reduces or eliminates any ex
penditures that it considers excessive. The revised 
budget is used to determine the payment rate for the 
future year. Hospitals prefer this system. Because 
budget review involves a direct discussion with the. 
commission, the hospital has the opportunity to em
phasize its individual characteristics and to make the 
case 'that elements not included in the equation justi
fy special budgetary adjustments. As a result, the 
budget-review method tends to be easier on the hos
pital than the formula method. 25 However, the for
mula and budget-review methods are commonly 
combined: an initial rate is set through the budget 
method, and reimbursement limits are subsequently 
updated through the application of a formula. 27 

•
28 

By projecting a lower inflation rate than that 
generally anticipated, the effectiveness of prospective 
reimbursement in limiting expenditures can be con
siderably increased under both strategies. In the pres
ence of rapid inflation, a conservative projection or a 
delay in adjusting the rate will increase the pressure 
on the hospital. Thus, a decision by the regulator to 
understate the rate of inflation can serve the con
scious but unstated purpose of tightening the regula
tory screw. 

The unit of payment employed in prospective reim
bursement may create perverse incentives that have 
an important and unwelcome influence on hospital 
behaviorY For example, per diem payment schemes 
may encourage hospitals to increase the length of stay 
and to admit more patients. Payments by episode of 
illness may also encourage more admissions and may, 
in addition, lead to the hospitalization of patients who 
are most unlikely to require a long stay. If a given clin
ical department or the hospital as a whole is to be paid 
a fixed amount for its services, the incentives will be 
quite different. The tendency will be to admit fewer 
patients rather than more and to reduce the total 
amount of care provided. 

Case Mix as a Method for Determining Reimbursement 

A considerable body of evidence indicates that 
prospective reimbursement based on hospital charac
teristics does not adequately reflect the costs of the 
case mix in a particular institution. 29

-11 Far more in
formation can be obtained by looking at a hospital's 
costs in terms of patient-related variables - i.e., the 
resources necessary to care for specific kinds of ill
nesses_29-Jt As a result, widespread interest has devel
oped in case-mix measures as the basis for reimburs- . 
ing hospitals and controlling hospital costs. In several 
experimental efforts, most notably in New Jersey and 
:v1aryland, the hospital's revenue is determined by the 
number and types of patients treated. 32 ' 34 The basis 
for appraising performance is diagnostic related 
grouping (DRG ), a coding system that identifies 
classes of patients requiring similar services. The l 
DRG system consists of 383 categories that group pa- j. 
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tients according to primary diagnosis, secondary di
agnosis, age, and factors employed in the process of 
care, such as surgical procedures. 35 In the New Jersey 
experiment, which involves over 20 hospitals, a dollar 
value has been set for each of the.DRGs, and the hos
pital is paid the predetermined flat rate for each type 
of admission, regardless of the actual services pro
vided or the costs incurred.Jl-34 Except to the extent 
that a hospital's own costs are included, the average 
rate of reimbursement for a given DRG is based on 
the average costs of all hospitals in the system. 32 •34 The 
revenue limits imposed by the DRG payment con
s train the hospital's expenditures. 

Despite the many attractive features of the DRG 
system, important criticisms can be leveled against 
it. 34

•
36 Several examples illustrate this point. First of 

all, a single DRG includes patients whose illnesses 
may vary greatly in severity and who may require care 
of widely differing intensity. Thus, all patients with 
myocardial infarction are classified under one heading 
and are covered at the same rate. This can lead 
to great inequities: the sickest patients may be 
"dumped" on urban and university hospitals, for ex
ample. Secondly, the system encourages an activist 
approach to surgical operations and other procedures 
because they alter the DRG classification and lead to 
higher payments. Thirdly, it gives the hospital an in
centive to maximize revenues by manip_ulating the se
quence of diagnoses or otherwise classifying the ill
ness in a way that is financially most advantageous.H 
Fourthly, it imposes heavy costs of data collection and 
processing that yield no medical benefits. Such issues 
must be faced before the value of the case-mix ap
proach to cost control can be adequately evaluated. 

An Overall Limit on Hospital Expenditures 

Rochester, New York, is implementing a strategy in 
which each hospital agrees to accept an overall reve
nue limit within which it must live. 36

•
39 The revenue 

base for the area was arrived at by summing the ex
penditures of each hospital for the base year 1978. An 
adjustment was then made to account for expected in
flation, and a further 2 per cent was added to cover in
creases in the volume of patients and the costs of new 
and improved technology. This aggregate pool of 
money (minus a reserve) was then divided among the 
various hospitals: each hospital received its 1978 base 
revenue plus adjustments for inflation, for its particu
lar workload, and for approved new projects. The in
dividual hospital must operate within its revenue limit 
and is thereby stimulated to find ways to produce 
services as efficiently as possible. A hospital that 
spends less than its allotted revenues can keep the sav
ings. During the first year of operation, expenditures 
by the Rochester hospital group rose by 9 per cent
a few tenths of a per cent less than that for New York 
State hospitals as a whole, and far below the national 
average for hospitals. 40 The long-term effectiveness of 
this effort remains to be determined. 

The voluntary effort in Rochester is similar to the 
strategy embodied in the cost-containment bill sub-

mitted to Congress by the Carter administration. 14 

The Carter bill took the approach of setting a binding 
budget limit based on the hospital's current expendi
tures. If real expenditures were anticipated to increase 
by 5 per cent in the coming year without cost con
straints, for example, the government might set a 
2 per cent limit on the real increase in hospital 
revenues. 

Constraints on revenues can be used not only to 
deal with inefficiencies in the production of services 
but also to reduce the availability and quality of care. 
If policy makers so desire, they can set rates of reim
bursement or overall budget limits at a level that 
forces hospitals to eliminate care that yields small 
benefits relative to costs. However, patients who be
lieve that they have been cheated out of promised serv
ices may attempt to remedy the situation by applying 
political pressures. Teaching hospitals can also be ex
pected to complain, arguing that their special charac
teristics are not being adequately taken into account. 
Disadvantaged hospitals will also protest; those in the 
southern or rural parts of the country, where expend
itures are low, will argue that the system locks them 
into an inferior position. All this can be anticipated to 
induce a rash of administrative appeals and court ac
tions contesting the fairness of the regulatory actions. 
The prospects are dismal: delay, political turmoil, 
high administrative and legal costs, and dissatisfac
tion among a generation of patients accustomed to re
ceiving whatever care may have value. Policy makers 
must clearly reckon with these issues if they contem
plate expenditure restrictions that are severe enough 
to reduce benefits. 

The Effect of Rate Setting on Hospital Costs 

Studies using statistical methods to control for rele
vant variables (e.g., demographic differences) all show 
unequivocally that states that have introduced pro
grams of mandatory prospective reimbursement have 
a slower rate of increase in hospital costs than that of 
states that do not. Such limits on reimbursement have 
reduced the rate of growth in expenditures by ap
proximately 3 to 5 percentage points, relative to no 
regulation at all. 22 •28 •41 The effect of prospective reim
bursement has been seen only in programs that have 
been in place for at least three years.ZZ 

To summarize, the available evidence suggests that 
prospective reimbursement can be used effectively to 
slow the rise in hospital costs. A word of caution is in 
order, however. Prospective reimbursement has been 
used in only a handful of states, and it cannot be con
fidently concluded that the program would be equally 
effective in the rest of the country. The political and 
legal environment in some states might not be as re
ceptive to the imposition of severe constraints. Fur
thermore, states in which mandatory rate setting has 
been imposed are generally those in which costs per 
admission have been highest42 and in which there has 
presumably been a greater intensity of care. This set 
of circumstances may have facilitated the effective im
plementation of a belt-tightening effort. Despite these 
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caveats, it seems fair to say that prospective reim
bursement is the only regulatory mechanism that has 
shown real promise to date. 

Experience with the Medical and Social Costs of 
Rate Setting 

The actual consequences of a severe constraint on 
expenditures are illustrated most dramatically by the 
experie!].ce in New York State, where rate setting has 

· been imposed most rigorously and effectively. Nine of 
10 voluntary hospitals in the state operated in the red 
for at least two of the five years from 197 4 to 1978Y 
Moreover, during this period, 90 voluntary hospitals 
suffered operating losses that amounted to more than 
$500 million in the aggregate. As a result, from 1974 
to 1978, S0.5 billion of the $2 billion equity of com
munity hospitals was used to underwrite operating 
losses. 43 

State Medicaid payments to New York City hospi
tals are said by the Greater New York Hospital Asso
ciation to be more than $265 million in arrears, sharp
ly cutting the flow of cash to many institutions" and 
compounding operational problems. In New York 
City, which has been hit the hardest, 25 hospitals with 
a total of 4000 beds have been forced to close because 
of the financial difficulties encountered in caring for 
Medicaid patients, working poor who could not afford 
insurance, and illegal aliensY There are widespread 
complaints that equipment is scarce and poorly main
tained, that basic supplies are often unavailable, and 
that there are critical shortages of nurses and other 
personnel. 45 Morale and the quality of care are said to 
be low, and tempers short. Teaching hospitals have 
apparently fared better than others, either because 
they are liquidating their endowments to meet their 
deficits or because they have few indigent patients. 45 

The consumption of endowments cannot continue in
definitely, however, and a day of reckoning with 
further cutbacks in the quality or quantity of services 
must eventually occur. 

Hospitals in New York State have also been sub
jected to numerous changes in their rates during the 
course of a single year. For example, over a three-yegr 
period, Medicare and Medicaid rates for inpatient 
care changed more than seven times per year, adding 
to the difficulties in hospital planning and opera
tions.'6 

All these problems have led to a large number of ap
peals and lawsuits, which have led in turn to further 
rate changes.' 6 Hospital appeals have alleged that the 
rate-setting authorities made arithmetical errors in 
their calculations. Even more often, hospitals have 
argued that apparently inadequate levels of use can be 
explained by extenuating circumstances. Suits have 
also been brought on the grounds that rate-setting 
bodies did not comply with due process or exceeded 
their legislative authority. Hospitals have further com
plained that the trend (inflationary) factor used by the 
payer was not appropriate." As the state review proc
ess has become more stringent, lengthy and costly ap
peals and court cases have become ever more numer-

ous. Thus, as of January 1, 1978, there was a backlog 
of 2400 appeals before the rate-setting bureau. 26 

In addition, important political problems have 
emerged. Opposition by the black and Hispanic com
munities has been intense when attempts to close 
inner-city hospitals have been made as cost-cutting 
measures. 45 •47 •

48 !Yfoney has been saved, to be sure, but 
only at considerable political and social cost. 

The situation in New York City has been com
pounded by the large number of indigent and chron
icallY' ill patients with whom hospitals are con
fronted. However, even a community not facing such 
difficulties can be expected to arrive at the same 
straits, provided that the reimbursement strictures are 
made severe enough. The ultimate determinant of the 
stress on the delivery system is the overall revenue 
made available to hospitals for care. If the financial 
squeeze is sufficiently tight, problems analogous to 
those in New York can be anticipated. A painless reg
ulatory strategy that effectively controls cost is thus 
almost certainly out of reach. 

I am indebted to Dr. Paul L. Joskow of the :Vfassachusetts Insti· 
tute of Technology, Dr. Frank A. Sloan of Vanderbilt University, 
Drs. Robert H. Brook, :Vfark Chassin, Robert L. Kane, and Joseph 
P. Newhouse of The Rand Corporation, and Dr. James D. Bentley 
of the Association of American :Vfedical Colleges for their helpful 
comments on this paper. 
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M ANY drugs have been used with the expecta
tion of reducing alcohol consumption. A few 

seem to be associated with a reduction in alcohol use 
for up to three to six months in some patients, but 
none is associated with a reduction in alcohol con-
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sumption for longer periods. 1•
2 In spite of uncertainty 

about efficacy, over 90 per cent of physicians in pri
vate practice prescribe drugs for the treatment of al
coholism. 3 The effectiveness of drug therapies for al
cohol-related problems is seriously compromised by 
the difficulty of characterizing patients according to 
the cause of their alcohol problems, by the large 
number of nonpharmacologic modulators of alcohol 
consumption, by the lack of general agreement on the 
definition of a successful treatment outcome, and 
finally by the lack of specific and potent drugs direct
ed at the primary neurochemical antecedent of per
sistent excessive drinking. Even if a drug has been 
proved effective during controlled testing, failure of 
drug treatment to be effective in practice can often be 
attributed to poor compliance, use in an inappropri
ate alcoholic population, the lack of a predefined and 
systematized treatment strategy, or a failure to opti
mize the conditions under which the drugs are ad
ministered. 

In defining a successful treatment, one or more of 
the following variables are used: the amount of alco
hol consumed, retention of the patient in treatment, 
improvement of social and family relations, and finan
cial or employment status. Some therapists and pa
tients believe that abstinence is the only acceptable 
criterion for therapeutic success.~.; However, this goal 
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0 0 

RESPECT UPON \•,,-llct-1 SUCH A RELATIONSHIP t1UST BE 13/\..SED, 

,. ... 



• 
• I.. •• 

. ·LET ~\E BEGIN BY STi\TI!;G TIIAT 1 FULLY REC~NIZE N!D APPRECIATE 

11-lE ~'ANY STREr!Gll!S OF OUR EXISTirlG H8\LTI-l U.RE SYSTrJ~, \·IE ME' SERVED 

BY t·WIY Fll;E INSTITlfrlCtlS STt-.FFED BY \•/ELL QUALIFI[]) NITJ CO'-?·HTIED · 

PROFESSIOt!ALS \'/H0'1 \'iE HAVE EQUIPPED WITH I!:CREASir!GLY SOPHISTICATED 

TOOLS \'II Til ,,.n1ICH TO DIAGt:OSE NlD TREAT OllR i\FPLICTI,.Ot·IS, j··rnlC/\L 

SERVICE$ HAVE BEEN EXTEtiDED. TO WIJ'N OF TilE ~·roc P.EliOTE N!D 

WIPOVERI SHED t.J<.EAS OF TI1E STATE, PRIVATE HEJ\LTH HlSURN:CE NID 

PREPAYJ!E1f! PRCGRPJ·'S, ALONG VIITI-l t-'EDIC/IRE J\J"fD l"rniCAID, HJ\VE RB-KlVED 

1HE FINNlCIAL l3MRIEf\S \',1-JICH ONCE PP.EVE11TED t'V'JN FRCi·' RECEIVHIG TI-lE 

CME TilEY NEEDED,· 

. ·' 
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YilllLE \·IE CNl TAV£ JUSTIFIA!::LE PRIDE HI ',·/IV\T \'tE ~W/E /I,CCct·'PLISHED 

\'IE !-',UST .t.LSO RECCGNIZ~ TI-1J\T TI-lE PRIC~ OF OUi~ rr:OGRESS !V\S BEEt! ST!•.GGERH:G, 

THE COST OF PROVIDH!G HEALT11 CA~E SERVICES TO f~t,Ir!E PEOPLE H:CREJ\Sffi 

FRCH LESS n VJ·I $3C0 t·\1 LLI ON TO r-;ORE TIVJ'l $1 E I LU CN DUR It :G THE PAST 

DEC/J)E ,AJ[)J UtlLESS THE PRESEt!T PJ\TE Of H!CRE;\SE IS bW,ItliSl-tEDJ CAN 

DE EXPECTED TO EXCEED $2 DlLLIO~i \·IITHIN FIVE YEPf\S, 

SUCH H!CREASES. lil SPENDH~G HAVE BROUGHT US JO TI-lE PO HIT AT ',·/HICH 

\•iE l·iUST CO~!FRC\H TI1E I·~OST F\Ji'lDM-'iENTi\L Lf\W OF ECONct1ICS- ~lNiELYJ WAT 

b'HlLE THE \·lAYS IN Hr--llCH \'IE 1"'iiGHT EN~CE TI-lE STRH!GTI~S OF OUR HEJ\LTI-l 

CARE SYSTB-i N!D SHORE UP ITS \'lE/\f<J!ESSES ME AU·~OST \'IITI1CUT LlMITJ 

? 



.. PAGE ll 

'111E !1ESOU!\CES AVAll.f\DLE TO US TO cmrrit:~E OUR P!1CXJRESS f:.RE 1·\0ST 

DEFI!llTELY Lll'.ITED., 

fJIDJ GlVGl 11iE GRIVE TO R8JUCE rE!)ERAL SPEt!Dii:G TO Dii·iltllSH 

111E 1111\SSIVE DEFICITS \','HICH /-RE NOr·/ PROJECTEDJ lllERE IS EVffiY RE!ISON 

TO BELIEVE WAT 111E DISPtRil'Y BE"n·IEEN OUR LEGIT!t'V\TE ~lEEDS f . .f'[) 

EY-PECT/,TI CNS AJ'ill OUR RESOURCES \'II LL Gf\0,·1 I·'1Ud l LARGEI1 - SO f.11UCH SO 

TI-JAT IT !·'AY SOON DE r:ECESSt-RY TO REDEFit!E TI-lE OV\LLEilGE BEFO~E ·US AS 

11-lE PRESUN/',TION OF 11t\T \11l1Cil \'·IE ~V\VE ALREADY P.Cl.HEVED PJ\11\ER TI-V\1~ 

THE comn!UATiml OF OUR PRCGREss· TO.·//'J'J) A fAIRERJ f.',Of\E CCi"Pt5Siotl/\TE 

NID !·~CHE E~FECTI\'E HEt-.L Tl-l C/\RE SYSTB~, 

' 
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UNDER SUCH CIP.Ctl~STNlCES IT SEFJ\S TO 1\E ll V\T \·IE 11JST Ca'T1IT 

OURSELVES TO A DISCIPLit:E \·I!!ICH f-IAS TOO' orTErt BEG! LJ\Cl<It:G Hl our: 

EFFORTS, ty COLLE/1GUES NJD 1 11USTJ FOR. D'JJ-'{'lE1 1\SSllPE THAT EJ,CH 

DOW.R E!TffiUSTED TO US fOR T!!E SUPPORT OF TilE PRCGPJHS \·a: tn'ili!JSTEP. 

IS CS:J:; TO ITS 1'.\'<.Hl}t f'J';'.'A':T/\G~, 

1 C/ll'J TELL YOU llt'\T TilE V/,ST I·'J\JORITY CF ~'iY TII'tE 1\ND ll tAT or IW 

STAFF IS. SPEtlT TP.YH.:G TO FWD \'lAYS TO DO t'IORE \·IITI1 LESS, \~HILE \'IE 

CERT/dliLY HAVE r:o R8\SO!l TO DE. CO'-'IPU,CaiTJ OUR Er-Forns H/WE YIELDED 

;\ NUI·'.BER CF tiOTE':iORTif•/ SUCCESSES I 

THREE YD\RS AGO, ,\T THE TW.E \·IE ';\SSUi·'ED OFFICE 1 PRCCIOUS LITit£ 

1\TIENTIOt·l \·lAS GIVHI TO ll~E: r-t,CT ll-IAT T1lE i'Ait:E 1'rniCJ\!rJ rf\CGPJJ·\ 1'/~.S 

fRECCENTLY PI\Yll:G FOR SE[(VICES FOR '.'HliC!l OTHEr- PMTIES \•/ERE LEGALLY 

RESPOi·lSll:lL[, THIS YE!\H. CLT; THIRD rMTY L.It8ILIT':' rf\rcruv·~ \'/ILL SNIE 

f110I:E T~~'\ll ·$30 ~il LLI ON, /'.PPRo>: Wii'\TELY 1\ Tll I rD OF \·.'t-11 Cll \·!CULD HAVE !3EE! l 

DMI'Il' J Ff\0'·\ THE CelEf<J\L Fu~ m, 

.~- . 

,., 



Sli·HUJ\LY1 \'iE DELIEVE lllE SUCCESSFUL Ir'PLE!'HITATIUI·OF TI-lE 

l"rnret,ID l'n:;\GO'.ENT It:ForJ'v\TIOtl SYST01 liAS rEsULTED w cc::-:swcr.J\DLE 

SAVIt:GS, WR A.T3ILITY TO IDENTIFY Dl!PLICJ\TE BILLil:GS N[) STCP PJ\Yi\8!T 

OF CUdl'S \'.'HlCH ARE lt~CO:ISISTEriT 'ill11! OU:1 POLICIES !!AS DEHI GP.E!1TLY 

Ell~W~CED - 1\S HAS BEHl Ol'P- EFrORT TO CHECK FPI.l TIULEl lT OlD \·tASTEFUL 
I ,. • 

PPJ\CTICES, f.tm.~ Al1110UGH 1 N~ noT SO UI\IVE N'.J TO Br:LIEYE TIV\T ALL 

IS IN PERFECT CRDER; l N~. CCNFIDDIT 1111\T \·IE ME P/\Ylr!G ClA!t-\S FASTER 

Nm 1·\0RE t.CCURATELY 11-l/'Ji EVER DEFORE \'l!l!CH s~:OULD·DH·iir!ISH YOUR t!ECD 

' FOR SHORT TEF'J·1 BORRO,·IItlG NlD 1 COtlSEQUENTLY 1 YOUR S'<.0 Ei1SES N[) Ot.n 

SW\RE OF THEJ-1, . 

. ·' 
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. . 
PERHAPS 11\E BEST EYIDEtlCE OF Tl\E SUCCESS OF CUR CFFOr.TS CN~ BE 

' FOUi iD IN THE FOLLC.'/ It :G CCi·:P tJ\ I SOi l1 ~.FTER It :Cf\EJ\S I NG BY !-'.ORE TI Wl 35 

PER CEt!T GURH:G THE U,ST 1'.-:o YEN\S OF. (O\'ERr:oR lct!GLEY
1
S fJ::·HtliSTPJ\TlO~I, 

. ·-~--. . '\ 
Nm f.J'PROXH-V\TELY 30 PER CENT DURH:G cr11E FIRST 1'.~0 YEN~S OFJrOVEI\~lOR - .------'~-~---

BREN1!Nl 1 S fr.t~HllSTPJ\TIOi1J TilE J\PPROPRI/\TIONS FRCi·\ TI-lE f.ct-:ER11L rut·ID FOR 

TI-lE SUPPO:H OF ALL TIJE PROSRN·~S N::t~H:I STEROJ BY TilE ~EP/\RlVHIT OF 

Hur'J'IN SmvicEs \'/ILL n:csEAsE rw BUT 13Z ouru~:G THE cuRRErlT Din~NILH~~ 

lN SHORT, \·IE 1-VNE BEEt! ABLE TO REDUCE TI-lE RATE OF H!CP.EJ\SE HI STATE 

SPENDING FOR 11-iE PRCGRJ'.J'S \'IE M~INISTER BY t·~ORE TI!J\N 1-\/',Lf \'/HILE AT 

111E SN'£ TH-iE EXP/'JmH:G NID STr.D:GTIIENitiG t·v\tN OF TiiEJi, 

., 

\ _, :· / 
I 

I 
:;(/I ;t 



TilE SN\E RE.ALITICS \'.11ICH f-V,YJ: IT It:Clll·TIE!!T UPCX'~ US TO USE EJ\CH 

DOUM EIHRUSTED TO STt,TE GOYERt~'HIT TO ITS 1'J\XW.IJ''I /'JJVNlT/,GE COtlFI\C~IT 

THOSE OF YOU \'.110 l·'v\t!AGE HE.J\Llll SERVICES, OF coursE, Ft,CED \'/In-1 lllE UtlH!JlPY 

PROSPECT OF Atl H!CR£:1\SED DGW!D FOR SEf"NlCES J"IND Dll·iHliSHU' RESOG'RCES -

\'IHIC!-1 /\HE THE HlEVITtDLE RESULTS OF ll-1E ~Ei\GNl ,1\r;i'llplSTPJ\TIOil' S CURTJ"I.IU~~liT 

OF Flli!DH!G FOR NUTR1!10:1 NlD PREYE!!TIYE HE/'.Lll! rR\.GR!FtS 1 r.'EDICAID NfD 

t'mtCME - \'lE t~E CCi~ELLED TO SPE~fO EACH DOLU\R I·IISELY, 

IT rs IN 11-11s ~EG/\rn TIL'\T l11E rnmH!GS tJm RECCI·'nDmATIONs oF TilE 

HEALll-1 r-r,ciLITIES CosT PEYIE\'1 BoARD - \'IH!CH I urmERSTN!D You HAVE Drscussrn 

AT LErlGll-l TODAY - ASSUI·iE GREAT SIGNIFIC/t!'lCE, IN l'IY JUDGG'HIT 11-lE KEY 

F H!D HiG OF. ll-1E BoMD \~AS t!OT llJ.;\ T THE PRESE! lT t·iEll!OD OF F H:NlC H !G 

HOSPITf-.L C/\RE IN f~AltiE FAILS TO ENCOLJR/\GE 1111\T DISCIPLHlE, \-/[ HAVE ALL 

BE8~ PAH:FULLY A\'IARE OF 11-V\T FACT FOR QUITE SCliE TWE, 



• 
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INSTEAD, TI-lE KEY FWDI!IG OF 11 IE EotnD \'/1\S 1111\T 11~E VOLUtlTNW 

EFFO~T TO RESTR/,Irl 11 IE R/\TE OF I NCREJ\SE HI HOSP IT/\L SPDITJ HlG IV,S ~lOT 

PRODUCED 11-\E P.ESUt,_TS \'IE /\LL HAD P.EAStY.t TO HOPE \'K'ULD BE f,Cl\I EYED N lDJ 

GIVEN ITS H:SUFFICID{CYJ TilE r~ETI10D BY \'fl·IICH \'IE pf,y FOR HOSP1T/\L CME 

l'1UST BE .t.LTERm TO ASSURE TIV\T 111E tlECESS/\RY DISCIPLH)E IS C<EF:CISED, 

1 #i SUP.E 11--lJ\T ~\OST OF YOU HtNE 1\LO..tNJY HEJ,rn Tr-'J\T roVERi·!OR G~Gl~u\:'1 

HI\S H!FORJ·~ETI TI-lE l£GISLJ\TURE lliJ\T HE VIILL SUD'}1IT 1\ RESPO!SE TO TI-lE 

DoNill' S FINDit:GS Al'!D RECO"l·TJ!DATIOtlS rOR ITS CONSIDErATION, ALTIIOUGH 

11-IE EYACT NATURE OF T!-lJ\T RESPONSE Hi\S NOT YET DEE!! DETERJ'·\It:EDJ 1 FULLY 

EXPECT 11-11\T IT \·/ILL RErLECT l·WlY OF 11 IE KEY EL8·'.CI\TS OF TilE 1\PPRO;\CH . 
PROPOSED BY n1E EoARD, 

' ., 



' . 
,. 
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·1 EXPECT, FCR EXfJ!pL£J TIV'.T IT \'/ILL H:CLUCE PP.OVISIC'tl r-oo ll-!E 

BoJ\PJJ1 00 A PUEUCLY 1\PPOWTill BODY VErN t'tUCH Lif<E IT, TO ESTt-ELISH 

N~ N~ilUAL STt,TC,./IDE IVv<Ii·iU'·i P.EYEi!UE J\UTHORIZJ\TIOr!, THIS BODY ~IOULD 

DIRECTLY ALI·irt:ISTER CR OVEP.SEE ll1E ESTMLISH'·'HH OF A Pr!OSPECTI'IE 

P/1Yi·\Ei'l SYSTEJ\ Fffi HOSPITAL SERVICES, I ALSO D:PECT TIV'.T Pf..RTICIP/\TIC'rl 

IN TIV\T SYST81 \'/CULD BE t·•fJmATORY fCR !!OSPITf,LS N!D PAYERS ALIKE, 

NFJ ll v\T EVERY EFr-ORT \·II LL BE 1·\J\DE TO PRESEr!VE TI!.E /\!3 I LI TY OF HOSP IT I1L 

1 r~USTEES AND ~W~f,GERS TO USE ll1E NIOU~ITS /\PPCP.TI Ot!ED TO ll~E 1 R 

RESPECTIVE lt!STITUTIO~lS HI ',·IHJ\T[YER !WHlER TI-lEY DE81 TO l3E IN .TilE 

BEST IHTEREST OF TI10SE ll-1EY SERVE, 

.') 
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THERE ME ASPECTS OF TilE ~OARD 1 S RECCI·'t'.ElrDATIO:lS \'IHICil DO GIVE 

I·~E REASOil FCR PAUSE, FoR EY-N·:PLE1 1 RE!·V\I;1 TO DE COtNit:CED OF THE 

NEED FOR 1l!E CCXITitiUED ltlVOLVEl~ENT OF. THE VoLUilTNW lJtJIXiET ~EVIHI 

0RG/!ll ZA T 1 CN • 1r SEEJ·'S TO HE 11-1A T THERE ME SEP.I OUS QUEST I OUS P-EGf..PD Ir :G 

THE DELEGATim! OF SlG~!IriCNIT ptJ:jLJC AUTI:O~IlY TO /\.PRIVATE CORPCRJ\T!Otl 1 

QUE.STIO:ls \'fliiCH IV\VE .NOT BEEr! FULLY EXPLORED OR RESOLVED. 

I UNDERSTAtiD 11·~T YOU ALSO N"{E CONCE~NED IW TilE FACT 1H/\T 1\ ~:L~·IDE::. 

OF KEY QUESTim:S 1 SUCH AS TilE t-1JNNER Itl \•IHICH YOUR FINANCIAL REOU!P.EJ-;Et!TS 

\II LL BE DEF HlED1 HAVE NOT BEEN RESOLVED AND \•/OULD1 TI-IEREFORE 1 BE 

f.DD~ESSED IN 11-IE DEYELOPi1E~lTOF REGULJ\TimlS PJ\Tllr:R lliNl CODIFirJ) W 

l..J\\•{ I 

FRAtli<LYJ I Sl-V\RE. 11lOSE cm!CERNS, lHEP.E IS AS GREAT A RISK TIL'\T 

11-IEY \'.DULD BE rESOLVED Itl A t·WlNm \'n-HCH IS tmT TO ~1'1' LII<H:G NID 11-IE 

. 0 
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.. 
BENEFIT OF TilE i ~ED I CJ\ ID PRCGRN·i AS 111ERE l S Till\ T ll!EY \',QLJLD BE 

RESOLVED It: \'lAYS Tl-'J\T YOU l·ilGIIT COI~SIDER TO BE DETRinEt!TAL TO YOUR 

INTERESTS, Tf-lAT U~!CERT/dNTY IS UNCct'fORTMLE, 

Ho.-.'E'iER, ;\FTER REFLECTit;G UPON n-IE DoARD' s REPORT I HAVE cce1E 

TO 13ELICYE THAT IT IS liECESSARY, \·~E Sir1PLY CO NOT .'t'l./\YE THE TH·\E FOR 

A PROTT'v\CT[J) DEBATE Hl 'IIC·I·OF TI1E URGEncy OF lllESE ISSl!ES, 

f\CT1m~ IS l{ECESSARY DURn:G nns SESSiot'l, \·:E NEED .TO CREJ\TE THE 
. 

FR/~ 1:8'/0RK \'IITHltl \·IHICH THE UiliiJlS\'IERED QUESTimlS CNl l3E ll1CUG~ITFULLY . 
/I.ND FAW.LY RESOLVED, \·/E l·!EED TO SET IN f·iOTION THE H·\PLFYHITATICt·l OF 

A PROSPECTIVE PAY!·~ENT SYSTD~~ OPER~.TH:G vilTHil~ A DEFHlffi SET OF LH·ilTS 

\'IHICH \'IE CONSIDER RE/\SON/'BLE GIVEN HlFLAT10N 1 CUR CI\NlGH~G POPULATION . . 
tJID OUR l',UnJAL DESIRE TO COtiTitlUE TO WPROVE HOSPIJAL C/\RE, 

. ,., 
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.. 
. . l'tlLESS SUCH f,CT lOt l IS TAKEr! 1 BELl EVE IT \'/ILL BE I IECESSNW FOR 

US TO 1\CT UHIW\TEPJ,LLY, \:c fV\VE NJ\EJ\DY LOST l·iORE THN~ tG 1·\ILLiml OF 

FEDERAL SUPPORT FOR TrlE f 'rn I G\ ID PrKX3RN1, PnEs IDE IIT rfl\GN l HJ\S I·'IADE 

IT Ctil~R HE IrlTENDS TO PURSUE FURlliER RffiUCTlot~S IN ll-1E FEDERAL 

GOVEml:,.BlT' S P/,HTIC IPATIOt'l W TilE PRCGPJ.J·i, · ... · 

l1·IDER. SERIOUS ccns IDEPJ\TIO! l /'..RE FUR11-1ER REDUCTIC!lS HI ll-1E FFLErv\L 
. . 

MATCHI!lG RATE., 1\rJUm/\RY Lii'ilTS ON TilE INCRE/\SED N·:ourrr OF FEDEr.AL 

SUPPORT SUCH AS THE FIVE PER CENT 
11

Cf\P
11 \'/HJCl1 \·tt,S PR.OPOS[f) BY THE 

PRES lDErlT A yEM AGO N-.'D SO SOUifDLY REJECTED BY 1l IE CotlGRESS., N:D TilE 

DEVELOPt·iEHT OF A Lot~G-TEPJ'\ CME BLOCK GRNIT, 

THE CCi<','·iON DEt ~Ci·\ WI\ TOR OF THESE PROPOSt,LS 1 S TI-V\ T TilEY \•/ ILL 

DEPRIVE US OF ll-lE REVUIUE \·IE \·II LL ~IEED TO SUST/\IN TilE rrni.CAID rRCGRN\ 

H~ ITS CUR.REr-lT FORJ~, FoR EXN·'J'LE) HJ\D ElTilER ll-l[ r:IVE PER CENT Cfo-P 

PROI'OSED BY ll-lE PRESIDEilT OR ll!E LESS RIGOROUS NH:E PER CEilT Cfl? PROPOSeD 

., 



BY 1HE Scr:ATE BEG! N'.OPTED \·IE \·/OULD HAVE 13[Ctl ca~r)ELLED To· DISCmrrn:L'C 

1HE fEDIC/\LLY ~lH:LY r~osRJIH \•1\liCII Ir!SURES l·:Or;E. llV\N -ri'IEtfTY-lllOUS/\tffi 

L0\'1-1 NCG' 'IE It !D 1 vI Dllf,LS I 

As A Pl<f,CTIC/iL r·~AncRJ nlmE Is r~o P-EJ\Sot-l To .ncur:vc llV\T 1·:c vllLL 
' 

BE Elll·\ER 1,'/ILLING OR /-DLE TO REPLACE TIIC FEDEFJ\L FU~!tS \','HICH /RE LOST, 

[VERY PRCGPJ-1-\ \·IE ACi·\HliSTER 1·11\S ALREJ\DY BEHI AFFECTED, I Cm·lSIDE:1 

t·WN OF THE!·\ TO BE EVERY BIT AS lt·\PORTNIT TO ll~E f1EJ\L Til NID Vl~LFJI.RE OF 

TI1E PEOPU:· OF r't,ItlE AS 111E f
1

EDICJ\1D PROGM'·i, 

(ERT/\ItlLY OUf'; EFFORTS TO PROTECT ABUSED t..tm NEGLECTED CHil.D[;E!-1) . 

TO lt'PROVE TI-lE \'/OCFUL C IRCIY,ST NlCES IN I'IH I CH l·Wff OF 11 lOSE VlHO HAVE 

BEEN DlSCHtnGED FRO'·i OUR ~iGITf1L HEJ\L111 ItiSTlTUTCS FHill TIIEnSEL\'ES J'IND 

TO DEVELOP A SYSTDi OF SERVICES UW3LltlG GREATER t1Ui·I3ERS OF ELDEfZLY N!D 

D I SAB LDJ IT ill IV !DUALS TO REHt\ In AT HO'~E \'/1 LL CONT It lUE TO D8-V.J'ill 11-lE Ir. 

f"UG~ITFUL S!-11\RE OF f·NY ADDITICf!J\L STATE Fl!~!I;S ·l.,~liCH ro SECc:t~E ~Vf,IL\SLE, . ' 
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· .SWCE 1 DO t:OT EELIEVE THAT (~OVr:.P.llOR fRDIUNI IS PREPN\[J) TO 

EITHER SEEK OR ACCEPT. A TAX H!CP.EJ\SE1 NID I N' !lOT PREPt,r.rn TO CO:t::IDCP. 

f, RETL'r.~l TO n IE T WiE \"IHD! n !E F lilt J !\.1/\L f;[(:U I r.o 'Et ITS Cf n~E r·~ED I C/\l D 

PRCGPJ~i \·iERE 1·\ET AT TI-lE C<PE!ISE OF EVEP-Y Oll!Cf; SOCl/,L SERVICES /'tfD 

PU3LIC HU,LTil PRCX:Ri!i \'IE fJ::i'iltllSTER) TI\E !~f.DICAID PROGr.J.t-~ \·/ILL H!\'/E 
I I 

TO STNID ALOtiE I 

rE;UCTim!S HI f-ITEPJ\L SUPPORT \II LL 111\\'E TO DE ACCa·i,.ODATED BY 

REDUCH:G THE llU18ER OF It!DlVlDUtLS ELIGI:3LE FOR ASSlSTNICE1 ~!/P.r..O:nt:G 

"THE SCOPE OF TilE SERViCES \·iE COVER OR PAYH:G LESS FOR TI-lEr\, I \'IOU'..D 

DE LESS TIV\N CANDID IF I DID NOT TELL. YOU THJ\T I CO~!SDf.R THE FIP.ST OF 

1110SE OPTIONS1 REDUCll!G TI!E tlU~·ffiER OF ll!DIYICUALS ELIGIBLE FOR ASSIST.t-J:CEJ 

TO BE lliE W,ST ACCEPT tJ?>LE OF ll!E 111REE NID \'I IlL PURSUE IT ONLY AFTER 

THE OTI{ERS ME DJ-I.AUSTED I 

i 
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'THOSE SERVI~ES I·!I!ICll \'IE !1,UST CO'/ERJ PLUS tlUr.Slt:G ltCX'tE CME NID 

PRESCRIPT I Oil DRUGS 
1 

TCGCTl!CR ACCOl'r·rr FOR noRE THtJl ~ PER GJ:T OF 111E 

COST OF THE PRC<3n/'-!~ 1 THUSJ THE POTEllTii\L S/\VH:GS TO BE RC/..LIZED BY 

PURSUI~:G 11·\E SECOND OPTIOn - NfRP.OiiH·:G THE SCOPE OF SEr.VICES - PALE I~l 
' . 

CCH?f.RISG~ TO TilE ~IAG!lll1JDE OF IP.E FH!NICIJ\L PP.OP.LE1~ \'IE !v'<E LIVELY TO 

FACE, \·:E ALSO IG'lO;/ TKAT 111E ELI!·\Hlf'.TIOil OF CCRTAit! OF THOSE CPTimlJ\L 

SERVICES V/OULD BE LI !<ELY TO INCREJ\SEJ PATilER 111/'·N DECREJ\Sr J OUR EXPD:S~S, 

THAT, OF COURSE, L£1\VES ONLY Til~ 11-liP.D OPTIOt·l, ra:ucrt:G 111E fJ.',CU~lTS 

\'IE PAY FOR 111E SERVICES I·!E CONTH:UE TO COVER, 1N 111/\T P.EG/RD 1 \•/OULD 

LIKE TO ~1Al<E 1'.'{0 POHlTS, 

F 1 RST 
1 

\\E h'OULD ~·.ucH PJ\ TilER ACT AS PART or- A SYSTHH·/IDE RES PO; !SE 

TO n1E PR03U}\ THflN f,CT ALONE, \IE RECCX3N I ZE ·n1AT \•IE ARE BUT A S~V,LL 

•: 

') 
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PART OF TilE SYSTGi} f,CCOUiiTING /\S \·IE DO FOR AS LITILE /\S 10 PER CU!T 

OF YOU!< P.CVE!'!UES, NE'/E!<111ELESS,~ \'IE ALSO Ui!DERSTNrD THJ\T f, Cl\/l!lGE IN 

NN OF ITS PARTS CN4 H!NE 1\ SIGNIFIC/\NT EFr:CCT ON lliC EtlTIRE SYSTH~. 

T ~:ERE 1 S A CLE!\R DANGER In 111E SCI\ TIE!\GUil 1\PP~O.I\CH TO REDUC If :G 

ll!E COST OF THE f-~EDICME NlD f'r.DICAID PROGRN-iS \'ll-liC::H IS 8-\DODIED Ir1 

ll!E a'~llDUS LUI::GET r~cotlCIUf,TION .~CTS or- 1S20 NID 1921. DY OUR 

COUNT TilEY CONT/\Itl AS t-WN f,S rornY DIFfEP-GiT PROVISIONS V,t-JICl! AFFECT 

YOUR REWiBURS81HIT, Sct>NT ATIUITION f-lAS DEEN PAiD TO THEIR CL7·'.ULI\TIVE 

WIPACT, \:E \•lOULD PREFER liOT TO HAVE TO 1\DD TO TI!l\T PROI:'IlB·\, 

FoR JUST THJ\T REIISOi'l \'IE HAVE NOT It\PLD-iENTED CUP. PROPOSAL TO 

LII·HT )"HE' RJ\TE OF INCREJ\SE IN OUR REH"J3URSE!,.,ENT FOR YOUR SERVICES TO 

10 PER CENT rr;R 1\f.lNUi·\, 1T Is ouR EXPECT/\TIOtl 111/\T ntr: CoNGREss' 

DECISIOt~ TO REDUCE TH_C EST/8LISIIED Lll·\ITS on YOUR REWBURSE!\EIIT 

-~ 
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FOP- ROUTH!E SERVICES f,S or- CCTOI3ER 1,1981,.\'JILL HAVE P.OUGHLY 11-lE SN\E. 

mrACT ON OUR D:PE!!SES AS 1l~E II·\PL81iE!HATiml OF OUR PROPOSAL lt/OULD HtWE 

HI\D, \[E S/,\'1 liO tiE.ED TO PROCEED N!D Ca',POU~rn' YOUR LOSSES, HHE.Il~ER I'.'E 

CNl CONTINUE TO HOLD SUCH t,t~ ACT 1 ON IN /\BEY NlCE RH'A IllS TO BE SEE}!, 

THE SECOi\'D PO HIT l \·IOULD Ll KE TO I·IIIKE IS Tit" T \·IE /IJ\E NOT 

INSENSITIVE TO YOUR NEETIS N:D CO~ICERNS, f\s I l!-\ SURE YOU \'/ILL RECALL, . 

LATE LP.ST SU,.l'.ER \'IE SOUGHT CO'l~\ENT ON TilE POSSIDILlTY TIV\T !'~EDIC/\ID 

BEt·!Er-I'CIMIES \•:OULD EE: REQUirED TO 1·11\KE SfAJ\LL COtlTRI3UTIO:--lS TO TilE 

COST OF WE CME 11-lEY RECEIVE. VIHILE THAT SUGGESTION \·:AS STr.Ot)GLY surrcRTED 

IN PRHlCIPLE, t·~tN CO'·~\ENTERS, HlCLUDH~G YOUR RErr.ESEHTATIVCS, POliiTED 

OUT THAT ITS WPLH\ENTAT!m! \·IOULD CREATE A SLmST.t.'lTit,L /'Jl1It!ISTRI\TIVE 

PROBW·i \'lilli ITS a.·,'N ATIGn::A'H COSTS, \'IE CONCLUDeD 111/\T 111E CONCEr.~!S 

h'H I CH HAS BEEN DTf':ESSED \·ICRE \'/'LID N!D EUCTED ~!OT TO PROCEED, 



• 

SHOULD 111E r.EJ\GtJ·l fJ..>:·illliSTr:'J\Tlotl FOLLO.·IlllROUGH o:l ITS Cct'l'iiTI·ictiT 

TO P.ElJIX TilE RULES \'.11101 STILL SEVE~ELY. RESTRICT lliE ST/\TE1 S J\tJTl IORITY 

TO lt1u"OSE COST S~.Rlt!G REOU!f\H~EllTS 1 .'1/HlCH ~·IE CGJTit:UE TO JjELIEVE 

R.EPRESEllT SOU![) PUBLIC POLl CY 1 \'lE ItfTD ID TO /\CCEPT YOUR OFFER TO \·IORK 

\'7111~ US TO DESIGN m /•PPr;Ci\CI\ \'.'1-HCII f·\HlHiiZES ll·IE POTENTIAL PHHNISlTh\TIVE 
I i'' 

BUi\D::t ~, \·~[ h'OUL.D LIKE TO FOLLO.·/ 11\E SN·\E COO?ErJ,T I VS /.PPP.Ot\CH TO OW.CR 

t~CTIO:lS \'IE t·'tlGHT T/\KE TO COPE 1·11111 11-!E CCA'ITWUE.D EROSiml or= f-CDEPJ\L SUPPORT, 

\..ET l~E CO'ICLUDE 11\IS DISCUSSIO:t \·liTH 1\ FE'il CCi"i'IHITS REGAPJ)H:G THE 

FUTURE OF HE/\lJl{ PLN!tllllG IN ~~/\HlE MID OUR /\IlHniSTPATlON OF THE (En.T1F1C/\TE 

or= f.:EED PRCGRN·1, ~.S YOU Ki:o.·~ 1 THffiE ARE S0;-'1E HI \/1\SHINGTOt'l \';'HO \'.DULD 

SEEK TO ELll·ilt!/\TE lliE HE/\Llli PLfJ~NU!G PR~r.j,J-\ NID ITS P-EGULATORY RESrOtiSlJlLITIES 

ltl ffiDffi TO f,LLa.·l U~:FETTEP.ED 11CO'IPETITIYE r:OP.CES
11 

TO RESH/\PE lliE HEJ\Ln-l 

ORE SYSTO·i, hl t·W OPII'llONJ SUCH TI-llNKING IS EXTRU\ELY t!/\IVE, 

') 
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I SEE tm RE/I.so:l TO BELIEVE 11~;\T SUCH FOP-CES \·/ILL /\SSUf\E 11-V\T Ot!LY 

NEED!::D SER'I ICES ME DEVELOI'ED NrD RESTPA IN COST rt-:CP.EI\SES, .. l ~~ F /\CT, 

l SEE LITTLE r.EI\SON TO DELIEVE lli\T SUCH Ct11.PET!TIVE FGRCES CAN DE · 

INTRODUCED TO OUR HE11L 111 CME SYSTrJ1, /\T LG\ST ~:oT TO 111E DEGREE \'.'HI CH 

\'lOULD DE tlECESS/..RY FOR 11101 TO HAVE !.J N /\PPI;EC 1/'J~LE . Ir:iP/ICT I THIs SEB iS 

ESPECl/1LlY TRUE Hl RUML STATES Lli<E !AWE \·iHICH /\RE CHARAC.TCP.IZED BY 

HAR!(EJ.S lli\T ME IX:t-H!!i\TED BY A .slt:Cl£ I~!STITUTIOil MID Tl!E 1\r:l'iDERS or-

1 rs nrn I CAL sr P.FF , 

THE HEAL TI1 Pl!\NN HlG rRCGRN\ HAS DEEN CRUC I/\L TO CUR EFFORTS TO 

FORJ'·iUU..,TE A ~~8'-~LTH POLICY ',·IHICH IS RESPmlSIVE TO TI-lE nEEDS or 

11-lOSE \·I'E SCRYL:, THE lllOUGl !TFUL f..PPt;O,'\CH TO TI1E EXPLOrJ\TIOrl OF PRODLG-1SJ 

/\ND THE CH1\RTH:G OF THE BEST COURSE OF /\CTIOtl \';tl!CH IT EV.BODIES, IS EVEN 

t·\Oi~E NECESSARY ltl11!ESE DIFFICULT TI~\ES 11-iPJl IT !V\S DEEN IN TI1E PAST, 

. For. 1HAT P.EASON ALOt·IE l Ni CONFIDENT TI-V\T I.T \•/ILL RE COHTitllJQ) NID 

STP.El~GTHEtlED RATI-lEP. 111/'J-l DH·UNISHED, 
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HnH TilE U,'iiSUITS \.~IICH CLOI.J8ED 1HE r-IRST VERSICt·l or- TI1E STATE 

IIEALTI1 Pl.J\N BEFlHID us N:D A sTr.(x:GI HE/\LTHY RELATIOt!Sl~Ir ncn·n:EN TilE 

(!!AU·lE) STATE 118\LTI~ Coornrr:t\Tit:G Cou~:CIL NlD TllE rEPMlliENT \'IE A~E 

PREP/\f~ED TO t-iOVE N-18\D, \'!E tlEED MID ~IELCO'·~E YOUR HNOLVO \ENT HI TH/\T 

Er-FORT, 
! .. 

THE CEr.TIFlCATE oF i:r::rn Pr..CGRN·1 Is ONE cr- 111c t·~osT IttrORTNIT TOOLs 

VIE H/\VE TO ASSURE TIV\T OUR HEI\Lni CI\RE SYSTO.i EVOLVES HI A ~WINER 

\'11HCH IS conSISTHIT \·liTH THE COURSE \·iE HAVE CH/'.RTED, 1T IS A TOOL 

\'IH 1 CH HAS SERVED TilE Plffill c \•/ELL I 

Two YEARS J\G0 1 1tl Nl ADDRESS TO THE ro/\RD N:D CORPOP-ATORS OF 111E 

VoLUNT/'\J~Y ~UDSET Prvrnt CRGNHZf,Tim!, I l!!liCATED THAT \·IE ItlTEt!DED To 

SEGREG/~TE TIIOSE PROPOSALS h1H CH \·IE~E TRULY ~;CCESS/\RY Fr..a1 TI-lOSE \'/1-!1-CH 

\'/ERE l·iERELY DESIPJ\BLE N!D APPROVE ONLY TiiE FOf'J\ER, Sn:cE TI\1\T T11·'E CUR 

DEClSIG;!S f-lAVE HElYED TO HOLD TI-lE STAGGERH~G AND UnPU.NNED GRa,·m·l OF 

niE NURSH~G Hu'~E !HDUSTRY AND SAVED 1-ULLim~s OF DOLL0RSJ DOLLARS 

.') 



·' . • 

. " 
~~1ICH DID NOT NEED TO EE SPEHT /IJ'[D I\D-1AI1l /\Vt\Il.J\.fJLE f-OR TilE SUPPO~T OF 

THOSE PP.CGRN·'S N 8 SE!N ICES \·IE DO t ICCD, 

f1LTI!OUGH I \·/ILL DE TI!C: FIRST TO ;\.D'~IT TI11\T TI!ERE ME Tll'tES \-.~~En 

IT IS EXTim·\ELY Dl!TICULT TO !·'v\!<E 11-JE DISTH!CTI01i DCHIEG! NECESSARY 

. -NID DES1ProLEJ 1 BELIEVE THAT TilE TWES DEV/'11J:l Tilt\T ·OUR DECISlC~iS 

co:ITit~UE TO f\Ef-UCT TW,T I.JISCIPLHIE, THUS, YOU CNJ ~PECT TI1AT \·IE 'diLL 

COtffWUE TO StJD....JECT [UnJF!CJ~TE OF i~ECD PROPOSALS TO RIGOSOUS NlAL'tSIS 

AND h'E \•II LL STRH1UC'US LY OPrOSE /IJN AnB·\PTS TO 11.C)f) I Pr ll!E Pf:CSEf!T u,~,! 
, 

IN \·lAYS •,.,1!ICH l·iOULD DW,Itnsfl THE ST/\TE
1
S ASIL!n' TO EFFECTIVELY 

. . 
D I SCH/\P-GE ITS REsrmls li3 I LI TIES TO THE PUDLI C, 

ltJ CLOS HlGJ HOPE THESE CQ'·Y.iEi{fS HAVE HCL0 ED CUS~ l FY OUR PCP.SPF.CTI VE. · 

:·sucH t..N u~mERSTA'1DH!G I's csst::rrnt\L To n·!E EsT~\Sus!~·:Grr oF rr.E Pr-orucTrvc 

'RELATIO:iSHIP I DESll\E N:D DELICVE IS CRUCIAL Ii'l OUR 1·\UTU;\L EFrORTS TO 

· - WtPROVE SERVICES FOR TI!OSE \·IHO /'RE OUR CCi''J'\0~1 \:OfiCERfl, 

Tl-11\NK YOU I 

."/ 



Memorandum 

TO: ~1embers, Study Group_for Certificate of Need 

FROM: Tom Gorham, Blue Cross and Blue Shield of Maine 

DATE: January 25, 1982 

SUBJECT: Remaining Issues 

Below are what we consider to be the important issues yet to be 
resolved. They are listed in the order in which we feel they should 
be addressed. 

TG/kh 

1. Should the purchase of existing health care facilities 
be reviewable under the CON law? 

2. Should the law retain a role for the Health Systems Agency 
(or a private agency which would replace it)? 

3. How should the provisions in the law about public participation 
be changed? In other words, what should the public hearing 
process be? 

4. How should the criteria for review, or principles governing 
CON reviews, be changed? How specifically should such 
criteria be.set forth in the law? 

5. What should happen, under the Maine CON law, in the event of 
a repeal of the federal health planning law? 

6. Should the State of Maine continue to participate in the 
Section 1122 program? 



MAINE HOSPITAL ASSOCIATION 

January 25, 1982 

Christine Holden 
Legislative Assistant 
Committee on Health & Institutional Services 
State House 
Augusta, ME 04333 

Dear Chris: 

The following is our response to Senator Gill and Representative 
Nelson's request that each party to our CON Study Order Committee 
submit a list of those issues which have not yet been resolved 
with an indication of our priorty as to their level of importance 
to our undertaking: 

-·-1. 
2. 
3. 

-4. 
-5. 

6. 
7. 
8. 
9. 

Public Participation and Hearing Requirements 
1122 Program 
Role of Health Systems Agency 
Criteria and Standards for Review 
Determination of Completeness of Application 
Relationship between Maine CON law and Federal law 
Sunset of Maine CON Act 
Role of State Health Coordinating Council (SHCC) 
Batching of CON Applications 

Let me know if I can be of any further assistance. 

Sincerely, 

~/-T~~ 
Ted HJss~y 
Senior Vice 

TH/ba b 
cc: W. Grant Heggie, Jr. 

John P. Doyle 

151 ('' STREET AUGUSTA, MAINE 04330 TEL. (207) 622-4794 



1. M~xlm~ms on approved capital expenditures. 
(See LD 939 § 19-2) 

2. Proposed changes, within one year,· to a previously approved 
project (not involving a cost overrun; LD 939 § 19-2). 

Permissive Ch~naos 
-·~~-·~·------------~--..:~--

1. CcntintEi. ti on of the Maine Certificate of Need Act. if the i:i.:d:.:~c.; -. 
nealt::.h l?lanning and Resources Developrnen·t Act of 1974,. ~-t::; ant.:-:::._ 
is repealed by Congress. 

2. Acceptance of an application as complete 

3. IZe \t i 2','.7· lJ ;::- oc e. s s 
t:Ce 1•::~::::;-\) , 

provision fer the di ::;.contintl.a.tio~-, of 

4. Hole of tLe (1'1) SHCC ar..d tr,2 SH:? 

Naivei of review (LD 939 § 12). 

Prepared by the Department o£ 
Human Sc.L·v~_cc•_., 

Janual·y 25, 19[(2 
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