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Report of tbe 

Commtatoa To Study tbe Coatabuneat Of 
Bealtb Care Coats 

To 
Tbe Governor and tbe Geaeral Alllembly of Vtrpala 

Rlelunoad, Vtrpala 
January, 1182 

To: The Honorable Charles S. Robb, Governor of Virglnla 
and 

The General Assembly of Vtr,Jnla 

In 1978. the General Assembly passed Senate Joint Resolution No. 5 creating tbe Comrn"81on to 
Study the Contalmnent of Health care Costs. The ten of Senate Joint Resolution No. 5 Is as follows: 

SENATE JOINT RESOLUTION NO. 5 

Creating a commission to study the need for regulation of costs and charp8 of institution-bal 
health llll1'Vioe8 and the need for regulation of premium rates of inBurance plans co1Mring 
institution-based health services; allocating funds thentfor. 

WHEREAS, the costs of health lnstltution-basecl services and of health Insurance premiums bave 
risen dralnatically In recent years and may conttnue to rise as medlcal treatment bec:olDes more 
sopblstlcated and utilization and third-party payments Increase; and 

WHEREAS, the future flnanclal stabWty of health care lnstltutions Is a matter of pubUc concern. 
and Incentives for more efflclent and effective operation of such lnstltutlons may need strengthening 
and 

WHEREAS, lt would be valuable to assess the actlvltles of all third-party payors and others In 
contalnlng health care costs; and 

WHEREAS, there Is a direct relationshlp between the rate of increase In lnstltutlon-basecl health 
service costs and cbaoges and health Insurance premium rates; anc1 

WHEREAS, lt .,ts the bellef of the General Assembly that conslderatlon should be pven to the 
most feasible and effective way to contain the cost of lnstltutlon-basecl health care and related 
services and the premiums charged by third-party payors and to develop better ways to eDCOU1'8&e 
the implementation of payment plans whlch wlll promote less costly but blgll quallty health care; 
now. therefore, be lt 

RESOLVED by the Senate, the House of Deleptes collCUJ'l'lq, Tbat a com:mlsllon Is hereby 
created to be mown as the Cornrn"81on to Study tile Cootato:ment of Bealtll care CaalB. Tbe 
CornrntRon shall consist of eleven members, ftve of wbom sball be appointed by the Speaker of the 
House of Deleptes from tile membership thereof, three members who lball be appointed by the 
Committee on Privileges and Elections of the Senate from the membersblp of tile Senate and three 
members wbo shall be appointed by the Governor and wbo sba11 be persons not afflUated with 
providers of health care or with the lnsurance Industry. 1be a,,,,m,-oner of Jlealtb, the 
CornrnlRoner of Mental Health and Mental Retardation and the ComrntsFlODer of Insurance of the 
State Corporation Cornrn1Ron sball be members a offlclo wltll a vote. 

1be Cornrn1Ron sball mate a comprehensive study to accompllsll the following: (l) to determine 
lf state regulation of health lnstltutlOD cbarges and thlrd-party payments would be In the publlc 
interest, (ll) to detenolne the extent to wblch cootonnance wltll federal law would mate such 
regulation of rates desirable, (W) to reconunead the content of a propaaed statute to establlsh a 
State Rate Review Program consistent wltll the publlc ·Interest and federal law and (Iv) to study and 
make recommendations to the General Assembly concernlDg premium cbarges, mbacrlber tees and 
other matters related to the cost of health care and health lDsurance. 
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All agencies of the Commonwealth are requested to cooperate With the Commission. The 
Commission sball hold such hearings as lt deems appropriate. 

The Comml8Sloller of Health and the Commtmoner of Insurance sball provide the expertise and 
services requlrecl for the Conmdsslon to begin and to coDClucle lts work expedlttously. 

The leafsJattve members of the Conmdsslon sball receive such compensatton as set forth ln § 
14.1-18 of the Code of Vlrglnla. All members sball be paid their necessary expenses Incurred ln the 
perfonnance of their duUes but sball receive no other compensation. For such apemes as may be 
requlred, lncludlng secretarlal and other profesalonal asatstauce, there ts hereby allocated from the 
aenerat appropriations to tile General Aslernbly the sum of $50,000. 

The Commtmon sball report to the Governor and General Asllembly not later than December 
one, nineteen hundred seventy-nine. An lnterlrn report sball be given not later than December one, 
nlneteell hundred seventy-elgbt, lf a flnal report Is not completed by that date. 

Pursuant to Senate Joint Resolution No. 5, the Speaker of the Bouse of Deleptes and the 
Cbalnnan of the Prlvlleps and Elections Commlttee of tb.e Senate appointed members of their 
respective bodies to tile Comm•on. Three citizen members, who were not atfUlatecl With either the 
health care or tbe IDsuraDce Industries, were allo appointed by the Governor. The Commllllloners of 
Health, Mental Healtb and Retardatton, and Insurance 8SIIWDed ex officio membersblp as provided 
ln the resolution. In 1981, the Cbalnnan, Senator Edward E. Wllley, appointed Mrs. Barbara s. 
Bolton, Director of tile Vlrglnla Nunes Aaaoclatlon as an ex offldo member and Senator Elmo G. 
en. as a member of the Commlsalon. The members were: Senator Edward E. Wllley, Cbalrman, 
De1epte Joapell A. Jolmlon, Vlce-Cbalrman, Mr. Daniel T. Balfour, Dr. JCJlePh J. Bevllacqua, Mrs. 
Barbara Bolton, Senator Adelard L Brault, Senator Johll C. Bncbanan, Mr. Theodore J. Burr, Jr., 
Senator Elmo G. en., Jr., Mr. Robert M. Freeman, Delepte Gecqe W. Grayson, Delepte Johnny 
S. Joannou, Dr. J. B.Kenley, Delegate ICevln G. Mlller, Delepte James B. Murray, and Mr. James M.
TbOIDIOD.

Durlng tile Interim from 1978 to 1980, tile Commission worked dlllgently to formulate 
alternatives to addrelB the problems lnherent ln tbe contalnmen� of health care costs. particularly as 
related to tlllrd-party payment plans. As there were several proposals stlll to be studied, the General 
Aslernbly requested via Senate Joint Resolution No. 32 that tile Commission continue Its work. The 
text of Senate Joint Resolutton No. 32 ts as follows: 

SENATE JOINT RESOLUTION NO. 32 

qreed to by tile Seute, Febraar)' 11, 1• 

WHEREAS, during tile 1978 Sellllon of tbe General Asaembly, Senate Joint Resolutton No. 5 was 
adopted, creating the Commtmon to Study the Contabunent of Health care Costs; and 

WHEREAS. tile Commtmon has worked dntpntly for two years and has received many 
•....,.UO., several reports and much testbnony on tbe exceerHngJ.y complex probiem of escalating 
health care coats; and 

WHEREAS. tbe C'.oJDmlsslon bas made several rect'mmendattons to this session of the General 
Alllembly for conta•a•111 health care costs but has not bad sufftclent tllDe to comdder several other 
propol8ls wblch merit CODSlderatlon; DOW, therefore, be It 

RESOLVED by the Senate, the Bouse of Delegates COllC1IJTlq. Tbat the Commission to Study the 
Contabunent of Health care Costs ts contlnued. The memberslllp of tbe Commtmon sball remain the 
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same and any vacancy shall be filled In the same manner IS the orillD&l appointment 

The Commission sball study (I) the Issue of leglslattvely mandated coverage by health Insurance 
policies and prepaid health care pl8Ds of various providers and services, (U) the advlsablllty of laws 
Umltlng the coordlnatton of health lDsurance beDeflts and (W) such other matters IS the Commission 
may deem pertinent to the contalnmeDt of health care costs. 

All agencies of the Commonwealth are requestd to cooperate with the Commlplon. The 
Commission shall hold heariqs IS It deems appropriate. 

The Commissioner of Health and the Commissioner of Insurance sball provide the aperttse and 
services required by the Commission to do Its work expedlUously. 

The legislative members of the Commission shall receive such compensation IS Is set forth In § 
14.1-18 of the Code of Virginia. All members shall be paid their necnsrry spemes lncurred In the 
perfonnance of their duties but shall receive no other compensation. For such expenses IS may be 
required. lncludlag secretarial and other professional llldstaDce, there Is hereby allocated from the 
General Appropriations to the General Assembly the sum of twenty-five thousand dollars. 

The Commission shall report to the Governor and the General Assembly not later than 
December one. nineteen hundred etpty-one. 

Dur1Dg 1980, the Commtsston•s work was focused primarily on health Insurance plans and the 
problems generated by the Jack of risk tncurred by the health Industry becauae of the blp 
percentqe of tblrd party payments. As a result of the COmmtsslon's lnvesttpttons, § 38.1-348.12, 
Which provided for certain prepaid health plan policies, was added to the Code of Vlrpda during 
the 1980 session.. Tilts new section required. Insurers isBulDg accldent and slcknell lDsurance on a 
prepaid plan to make available three blper deduCUbles and/or cotnsurance provisions. 

The rationale for requlrlDg the offer of such policies was that the lDSured would make less 
frequent use of services If he was required to contribute substaDUally to the payment for these 
services. Leas frequent use of health care services would mean a redUCUOD In health care costs. 
F'urther, this type of policy Is less apenslve for tile policyholder, thereby creatlDg a double savlqs 
In terms of money expended for health care. 

The three options provided In tile 1980 bill, Senate Bill 184 (see Appendlz A), created a 
hardship on certain companies by effectively excludlag them from participation In the Vlrpda 
market These three options provided that the lndlvldual lDSured · � group cerUftcate holder pay for: 
1. The first $100 of the costs; 2. Twenty percent of the first $100 of the coat; 3. The first $100 and
twenty percent of the next $100 of tile cost.

In view of tile dlfflculties aperlenced ID Implementing § 38.1-348.12, this section was repealed ID 
1981 and another sectton. § 38.1-348.12:1, containing four options for greater deductible, coiDsuraDce, 
or cost-sb.arlag provisions was added to the Code. This bW (S.B. No. 751) was an emergency bW due 
to the problems being aperlenced by tile Industry and, therefore, became effective on March 18, 
1981. 

The new section, 38.1-348.12:1 (See Appendlz A), lncluded the three optloDS that had been 
IDcluded ID § 38.1-348.12 plus a fourth, more fta:lble provision IS follows: .. Any other option 
contalDlng a greater deduCUble, colDsurance, or cost4barlng provision; however, such option Sball not 
be IDcoaststent with standards establlslled with respect to deduCUbles, colDSurance, or cost4barlng 
pursuant to § 38.1-362.14." 

In 1981, the scope of the Commission's work broadened to encompass conslderatlons of such 
Issues IS hospital cost reimbursement systems, long-term care and Medlcald. The first meeting was 
held on June 25, 1981. This meeting was scheduled to -provide the Commtsslon with lDfonnatlon on a 
grant for conducting a worbllop on healtll care cost coatalDment, Which had been made available 
by the National Conference of State Legislatures. 
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Senator WWey, tbe Cba1rmaD, bad approved the lnltlal appllcatlon for funds to conduct such a 
worallop; however, the response by the states to the NCSL's offer bad been overwbeJmtng and .the 
Ortatnal funds were quickly depleted. Russ Hereford of the NCSL bad assured the Cmnmtaston's staff 
that If addltlona1 funds were awarded the NCSL for this purpoae, then Vtrgtnta would recetve 
fwldlng for Its worabop. Tile Commt&on approved the draft agenda after adjusting the ttmtng to 
cover two balf days rather than the one full day tacluded 1n the draft. Tile staff was d1rected to 
poll the members for the appropriate dates and to proceed with the arrangements for the workshop 
Ullcler Senator Willey's dlrectlon. 

Mr. Raymond 0. Perry, Assistant Commissioner of Health, reported on the status of the 
certificate of Need law and the progress being made on the studies mandated by the Appropriations 
Act. Mr. Perry stated that Vtrglnla's Certlflcate of Need law was not 1n compliance with the federal 
requtrements and that the appropriate revtsloas would be requested during the 1982 session of the 
General Alaembly. Mr. Perry potnted out that large sums of federal money w1ll be lost to Vtrglnla If 
this law Is not brougllt Into confonDance with the new federal law. 

Mr. Perry reviewed the nursing home patient ortgln survey reveaUng the following data: 

66.3% of the patients SUJ'Yeyed were enrolled 1n the Medicaid program; 

88.9% of the patients surveyed were tntermecUate care patients; 

96. 71, of the Medicaid patients surveyed were tntermecUate care patients;

47.21, of the patients surveyed were transferred from a hospital to the nursing home; 

10.41, of the private paying patients surveyed bad been residents of a nursing home for five 
or more yean wllereas 16.7% of the Medicaid recipients surveyed bad been residents of a 
nursing home for five or more years. 

Tile majority of nursing home residents are white (82.81,) and/or female (74.3%) and/or over 
75 yean of age (73%). 

These data can be analJ7,ed as follows: 

1. Tile Medicaid program ls being severely tued to maintain the payment for a lllgb
percentage of the nursing home residents 1n VlrglDla (66.31,). 

2. Many patients currently 1n nursing bomes rnlgbt be served by less costly, less restrictive,
alternative Pl'Ofll'BIIIS (88.91, tntermecUate care patients). 

3. Many Medicaid patients could be malntalnecl througll less costly, less restrictive Pf081'81DS
(96. 71, lntermedlate care patients). 

4. A ll1gll percentqe of patients may be sbunted Into nursing homes from an acute care
fadllty (a bolpltal), thereby creating a flow of patients which may not be desirable. (47.2%), 

5. Many private paying patients may quickly a:baust their resources and become Medicaid
recipients (10.40% were blstltuUooaUmd for five or more yean as oppoaed to 16.7% of Medicaid 
recipients). 

6. · Medlcatd recipients constitute a large segment of tbolle patients residing 1n a nursing
homes for five or more yean (18.7%); tb.erefore, less costly, equally effective programs sbould 
be planned and supported. 

Mr. Perry aJao presented preJlmtnary data collected for the surplus hospital bed study. 
PreUmlnary data lndlcated that by 1988, VlrglDla would bave 2,084 surplus hospital beds. Tb.ls ls of 
peat slplflcance 1n view of the contentloll by many health Industry aperts that surplus beds result 
tn stplflcant addltlons to the operating com of bolpltals. com which are then passed on to the 
coasumer ln the form of lnc:reased cbaqes. Tile final data for this survey w1ll be publlsbecl 1n tbe 
report of the Department of Bealtb to tile Bouse ApproprlatloDs and Senate Flnance Committees 
(contact the Department of Bealtb for copies). EDl.lblt m of tile pre1lmlnary report tndlcated tbat 
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the areas of Vlrglnla wlllch wlll be most ovenervect by 1988 are the Rlcbmolld Metropolitan area, 
the ndewater area and Northern Vlrglnla (See Appendix A). Mr. Perry noted tbat one mechaDlsm 
for controlllng the number of surplus beds Is the Certlftcate of Need I.aw. wblch requires fac1Btles 
to substantiate the need for services before constructing new fac1Btles or provldlng new services. 

Dr. Karen Davis. a nationally mown health care economlsls and professor of Health Services 
Admlnlstratlon at Johns Bopldns University, spoke to the Commission on health care Issues bl the 
1980's and strategies for cost containment Dr. Davis stated that bl 1980 over DlDe percent or $230 
bwton of the Gross National Product represented health care apendftures. This amount could be 
Interpreted to be the equivalent of over $1,000 for every person bl the United States. 

Dr. Davis then discussed the drarnatlc Increases bl hospital COIis wblch she said are believed to 
be escalattng by an annual rate of twenty percent She dted four major reasons for this Increase: 

1. The pervasiveness of iDsuraDce coverage and other-third party payment systems for
hospital services. Dr. Davis maintained that n1Dety percent of hospital COIis are cUrectly paid by 
some third-party payor, while most patients pay lndb'ectly through taxes or lDsurance premiums; 

2. The methods by which hospitals are relmbused. Dr. Davis noted that current
relrnbursement methods do not encourqe efftdency on the part of hospitals. Hospitals are 
virtually assured tbat, whatever they charge or whatever their COIis. these amo... wlll be 
recovered through third-party payments, wlllch are made bl several lnstances on the basis of 
operating costs. 

3. The central role of the pbysldan. Dr. Davis aplalnecl that there Is a llttle or no

competition between hospitals. but rather competition to obtain the doctors who aenerate the 
greatest number of patients and requtred services. Because the pbysldan decides lf the patient 
wlll be bospltaU7.ed. for bow long and what treatment the patient wlll receive, the bospltals 
compete to obtain the doctors wbo keep .beds filled. The result Is that hospitals bave lllcentives 
not to compete to lower prices. but do bave lllcentives to compete to Increase utilization of their 
services. 

4. Lack of Information on the patients' part. A patient Is rarely bl a poaltlon to evaluate the
need for service and the quallty of the care, or to compare the COIis of these services. The 
patient must frequently mate decisions under stress or during an emergency. 

Dr. Davis concluded that as a result of these factors that hospitals aenerate unnecemary services 
and tpore waste. She also discussed the serious lmpllcattons for state budgets of the rising health 
care costs. She stated that hospital COIis accounted for thirty percent of Mecllcald apendftures. She 
noted that the Impact of rising COIis on the private employers and busln•es Is becoming 
prohibitive. These COIis resulted bl employers spendlq sixty mlllloD dollars on health lnsunmce 
premiums bl 1980. Frequently, these COIis are pamecl on to the consumer bl the form of higher 
prices bl private product and service Industries. 

Dr. Davis anal,-cl four strategies for coatatala1 health care COIis as follows: 

1. Cbaar the laws to enable the employer to choose the lDsunmce plan that Is most
appropriate for bis employees rather than requiring the employer to purcbase costly options. 

2. Promote the development of Health Maintenance Orpatnttons (BMO's). This strategy
would help reduce patients" re1lance on apenslve b.alpJtallntton, and Is predicted to reduce such 
bospttaJlntlon by thirty to sixty percent with a comequentlal estimated reduction bl health care 
COIis of ten to forty percent Dr. Davis pointed out that since BMO's are very few and slow to 
develop, this strategy would bave only moderate effect Immediately. 

3. Maintain the certlftcate of public Deed propams. This propam. according to Dr. Davis.
bas been and wlll continue to be for some time the only malor tool avallable to state 
pernments to effecttwly restrain lDcreases bl com. Dr. Davis commented that COPN PJ'Oll'8IDS 
should be focused on enmtning thoae capital projects wblch are directly related to patient care. 

4. Institute a mandatory hospital rate review system. Dr. Davis stated that elpt states bave
established this regulatory program and bave aperlenced slplflcantly lower lDcreases In COIis. 
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Sbe noted tbere are a variety of models for such systems, tbe best of wblch enmlne tbe level 
of coses and Investigate all coses schedules as wen as attempt to Umlt Increases. 

senator WWey poloted out tbat Vtrglala bas bad a voluntary system of hospital rate review for a 
number of years, which bas been wortiq well to contain the Increase ta hospital costs. Be stated 
tbat tnformatton received ta Vtrglala Indicates tbat tbe mandatory prognuns are not worklog as well 
to contata coses as Vtrgtata's voluntary J>l'Oll1llll. 

ne Cmnm•on approved a set of objectives which bad been prepared by Richard E. Btcmum 
of tbe Senate F'IDallce Committee staff and Norma E. Smlml of tbe Commission's staff as follows: 

HEALTH CARE COSI' CONTAINMENT COMMISSION 
(lNl) 

1. Cogdde,' Ill lmDftd At prppoaed cbft98ffl UI fede,:al llrlBll P!9fP11JP6 IIMl ftJDdJAB In order to
recommend adjustments to Vtrglala's prognuns and fUDdlog which would be tn tbe best Interests of
the dtl7.ens of tbe Commonwealth. 

2. Qmelder Ill lmDftd Qf propoaed cb898ffl Dl fedfflll .ueltll 11!!1 IIMl re&JllatioDS ta order to
ldenttfy areas ID which Vtrglala may need to enact compensating legtsJaUon or regulations.

a. JdCPtJfY •Bmaenu sra&f!Bles tm: C99PP!ofns .ueltll cam Cfllll by encouraging tncreased
competlttoo tn tbe health care Industry.

4. Benn c;umnt atl Jal IIMl mavJenOPS PODJ'P!DI prtnte .ueltll Joswnoce ta order to provide
IDcentlves for consumers as well as tbe Industry to contain costs.

5. Renn JDdtnl .ueltll cam m tu Omvooowe,Jfh • pmJded tbrQ110 Medicaid, lfm teeGbtos
boeott,Je IIMl mlllt 111. sgpported P!9fP11P!I tn order to provide consistency ta ellglbWty and
admAoWratlve effldeney. 

8. PeYelQp 111d DJ'WDf I worbhoJ oa ·1m1,uu Strafeaes .rm: 0m11an10, Uea&fh cem ca m
YJJ'lln•e" ta order to assist tile General Aalelnbly and other elected or appotnted officials ID
controlUDg tbe tnflatlonary spiral of health care costs.

1. Sgbmtt I omm:t JdUl !!P'D'D'CDdenn • IPPfOPrle&e m III llU Gene,:a.J. Asaembly.

Mr. Robert Trelbley of tbe Bealtb Department reported on the cbanges tn tbe Vfrllnla Medicaid
program which � lntencled to contatn cOIIB as follows: 

1. In the area of covered services, tbe frequency of dental bltewtog x-rays bas been Umlted
to once a year, and dental patient education to once a llfetblle, wltb an estimated savmas of 
$350,000. 

2. ne plan Will encourqe prescrlbers to permit the me of Vtrgtata voluntary tonnulary as
a condltton of Mecllcald c:ovenae of drqL Tile estimated saviogl Is $350,000. 

3. Tile coverqe of paychlatrlc seadons bas been changed, dropping the rate for covered
visits from ftftJ to twentyc dollars, and Umlttq the number of Nllllons per week. nts has an 
estimated Impact of $250,000. 

4. In tbe area of recipient eUa'bWty, the plan Will mend the wattlDg period for a recipient
following transfer of lllletB to a IDIDbnum of. two years. nts bas an tmpact of 8.5 mmton. (Tilts
cb8J119 ts still subject to federal replaUOD and bas not been flnaJIP'd). 

5. The plan Will mandate tneUglbWty of Medicaid recipients for twelve montbs upon
tavesttptlon of Medicaid fraud. nts has an tmpact of '57,000. 
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6. In the area of provider reimbursement, total cbanges in· nursing home reimbursement wlll
have an Impact of just over two mllllon dollars. 

7. In the area of hospital out-patient services, the plan wlll reduce allowable reimbursable
costs by Medicaid to hospitals tor out-patient services. The estimated impact Is $1.5 mllllon. 

8. The plan wlll reimburse emergency pbyslclans at the standard tee schedule rates and
require hospitals to eUmtaate combined bllllng tor emergency pbyslclans. The estimated Impact 
ls $500,000. 

The Commwtoner of Insurance, Mr. James W. Newman, then n:plalned to the Commwton 
the genesis of a problem in lmplementtng tbe colasunmce and deductible law wblch bad been 
passed as a result of the Commwton's work. (See Appendlz A for an analysis of this problem 
prepared by Norma E. SPJraJ, staff attorney for the Commwton). Basically, the problem 
concerned a perceived reluctance on the part of partlcipattng pbyslclans to honor the Usual, 
Customary and Reasonable rate tor patlell1s having one of the colDsurance and deductible 
policies. The rationale tor this perceived resistance was that the pb.yslclan would be put ••at 
risk" in these situations and incur peater expenses in bll.llng and penonneL The representatives 
of the Medical Assoclatlon and Blue Cna/Blue Shield asked to be allowed to meet with the 
Commissioner to resolve this problem. 

The Commwton aJso beard Mr. Robert Sauter, a representattve of the American Councll for Ufe 
Insurance, OD the trend to self-Insure and Its potenttal Impact OD the state and tnsurers. A fully 
self-lnsurecl employer does not have to comply with the state mandates or pay any subllmntlal 
premium tu to tbe state. This mtntmtr,es tile control of the state over such plaas. Finally, the 
Commwton was urged to CODslder strateates to encourqe a posltlve coonHuted effort from the 
business community, the public and tbe health care industry to contain the costs of health care. 

teetsJeau Strtfm11 tm: r.ontaaoaor BIIIWl r.am r. Ill YJadoae· a wor1a111op on health care cost 
contatament The workshop was set for October 7 and 8 to begin at L1IO on the flrst day and 
conttnue at 8:30 the nm morntag. The National Conference of State Leglslatures received additional 
funds and cosponsored the wol'lalllop with the Commwton. FlunclaJ nmtanc:e was aJso atven by 
the Intergovernmental Health Polley Project at George w•tngtoa. University and the Bank of 
Vlrglnla. Each half day was plaaned around a speaker and a reacting panel. The speakers and 
panel members were carefully cllolell to represent as many CODStltuenctes of the health and 
business industry and as much breadth In aperttse as poadble. The staff prepared two lallle papers 
and each panel member was 8*ed to eumlae one taaue (See Appeadlx B). A SUIDlll8rller was 
employed to review the dlscuslloas and encapnJate them OD each day. 

The first session was focused OD Medlcalcl/Joq,term care·' .and the second OD bolpttal cost 
coatatament/relmbursement A copy of tbe proaram Is lnclUded here tn Appeadlx B. ArraDpments 
were made to have the worbhop tramcrlbed and video taped. A reception was held OD the eventaa 
of the first session, October 7, 1981. 

Mr. James L Scott, Director of the Office of InteraDvemmental Affairs, Bealtb care F'IDance 
Adrnlnstratlon, Wasblagton, D. C. ipoke OD Wednesday, October 7, 1981 on the subllantlve cb•...- In 
Medicaid with specific references to loq-term care. Mr. Scott pointed out that the Federal cbenps 
in the Medicaid program are foculecl on provtcUng the states wltb more flalbwty. To implement 
these cbaaps, Mr. Scott noted: 

Our gutdlag prlnclple In the preparatlon of these regulatlODS was to give states mutmum 
dlscretlOD to administer their Mediceld programs. States Jmow best the needs of their people and 
should bave the authority as wen as the responslblllty for seeing that these needs are met In tile 
most efficient way possible. 

Some of the provisions for flmblllty mentioned by Mr. Scott were: 

1. Limited use of a prudent buyer's rule: The state may now contract tbroqh competitive
blddlag for laboratory services and medical devices. 

2. Hospital reimbursement Is no longer tied to the Medicare system. States wlll be in a
better position to control the reasonableness and adequacy of hospital costs. 
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3. AvallabWty of waivers for certain covered services; e.g.. Waivers may be obtained to allow
states to cover nonmedlcal/home services and community-based services for Medicaid recipients 
who would otherwise require costly nurslng home care. 

4. Opttoaal use of tile Professional Standards Review Organlzattons for uUJtmtton review of
Medicaid. States may now contract with tile e:rtsHna PRSO's or Implement another system of 
uUUzatlon review. 

5. EJtmtneUon of costly paperwork. States will bave to spend less Urne In preparing federal
paperwork because reporttq and monitoring requirements bave been reduced.. 

Mr. Scott noted tbat Vtqlnla bas an advantage over other states In implementing 
home-based/communlty-balecl propams for tile disabled and elderly for we bave been tile leader In 
establlsldD& a pnHldDdlaloDs screening program. 

Tile panel of experts then responded to Mr. Scott's statements. Tile panel members were: Mrs. 
Ann Coot, Director of tile Bureau of Medical Social Services for tile Division of Medical Assistance, 
Department of Bealtll; Ms. Olarlotte C8rnes, Social Work Consultant for tile Nursing Borne 
�Adrnwtons ScreenlDg Program, Department of Bealtll; Mr. Robert Jackson, Vice-president for 
FIDallc:e and Treasurer, Unltecl Service IDclustrles. Olarlottemne, Virginia; and Mr. Bruce Spitz, 
Medicaid Cmsaltant with the Intergovernmental Bea1tb Polley Project, George Wasbtngtou University. 
Tile panel was paaltlve In 111 reactions especially for tile reduction In regulation and paperwork; 
however, they all apre11ed a need to proceed with caution In order to avoid problems caused by 
tile relaUODSbip between general relief programs, propams for tndlgent care in public hospitals and 
public cllDics, public lllldstance prognuns such as aid to famllles with dependent clllldren and 
supplemental aecurlty income and tile Medicaid program. 

Dr. Kenley, Commissioner of Bea1tb, also spoke on the need for ftmbWty and the problem of 
coat lldftln8 between tbe different hmnan services propams. Dr. ICenley said: 

Plfteen to thirty percent of tbe people In thoae nursing homes really should be In homes for 
adults or IOlllewbere elle. And tbat occun tllrougb inappropriate actrnwtons because of lack of 
faclUtles In tile communlty and also because wllen people who go Into nursing hornes 
appropriately and llllprove, and tbey are ready to be d1scbarged to homes for adults, there are 
not attracttve facWtles there. 
And Wilen tbe homes do dlscbarge them, their famllles write me and tllreateD to sue rne 
because tbey don't bave such nice places to go to. And I tldDk tbat ts sometblng we've got to 
addrelB. 

A llUIDber of questions from tbe audience were addrellled to Dr. Kenley. 

Eada panel member was asked to cUscuss a spedftc Issue concerned with tile problem of 
Medicald/loq,tenn care In Vtqlnla. Ms. Cook addrellled Jaae Number 1: To Whom ts the State 
obUpted to provide care? Ms. carnes addrellled Jaae Number 2: Given the State's overuse (In the 
opiDlOD of many) of lllll'lllng home placementl, wbat are some of the strategies tbat can be utlllmd 
to provide nee ry services to tbe Commonwealtll's older and disabled dttmas? Mr. Jackson 
addrellled llllle Number 3: Can we realtstlcally expect to anstatn tile present level of health care 
services for tlloae Wllo cannot pay tbe CClllbl In tile present health care market? Would a competlUve 
market make tbls ma1ntenance of quality llealtb. services euler? And if so, In what ways? Mr. Spitz 
addnlled IIIDe Number 4: What bacenttves/alternatlves do we bave avallable to reduce tile burdens 
of tblrd party payors, wbetller Medicald, Medicare or llea1tb Insurance? Dr. Karen Davis served as 
tbe IUIDlll811mr of tile lellloll's dlsculldoDS. Tbe fol1owlDg are acerpts of Iler SUIDlll&l'y: 

Tbe basic problem for wldcll we're all struaUna to find aolutloDI ta tile fact tbat In tile near 
term we're faclD& serious federal budgetary reducttoas. As you heard earlier tllta. afternoon, the 
Buqet JteccmcDtatlon Ad reduces tile federal lbarlq of Medicaid CClllbl by 3 percent for the 
tint year, 4 percent for tile second year and 4.5 percent for tile tblrd year. 

Tilts redudlon In federal budptary support for Medicaid comes at a Urne when tile State 
ltlelf ts fadna a lot of fllcal pre1111re, and so tbat reductions add on to an already serious 
problem for tile state. 

Tile aertoua Inflation we've bad In tbe economy In the last few years bas eroded the 
purcbaslq power and sa91n&s tile elderly bad put aside for retirement, so that tile need for 
lllldstance from Medicaid and other public support prognuns ts lncreasfq 

We've bad presented today a number of options, a number of alternative cllrecttons to go, to 
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try to solve tile conftlct between reduced federal support. reduced ablllty of tile state to pick up 
tile difference, and tile Increasing demand on tile Medicaid propam. 

The first opUon that we had discussed by Ms. Cook looked at changing ellglbWty and within 
that tile need perbaps to tighten up on asset requlremen.ts for eUglbWty for loq-term care. And 
basically feeling that given these ti.mes we simply must require tile elderly to maust their 
resources and that while chlldren would like to Inherit assets from their parents, If their parents 
do require nursing bome care, to continue fairly tight requirements tbat those assets must be 
used toward tile cost of nursing home care and that there not be a widespread permlsslon to 
pass on assets to chllclren. that those resources be used toward meeting tile long-term-care needs 
of tile elderly. 

We then turned to Ms. Carnes, those opttons and Issues she dlscusaecl were encouraging 
community-based care where appropriate rather than nursing home placement Again picking up 
on some of tile themes tbat Ms. Cook discussed. she would sqgest developing a uniform set of 
community-based services throughout tile State so tbat lndlvlduals have access to tile kinds of 
commUDlty-basecl services that they would need. So we must be sure tbat tile services are In 
place and. secondly, to strengtben a coordination mechanism of all lon,,term-care services. both 
community based and Institutional based. 8IIUl'lng that there's a single entry point Into tile 
system and tbat people m:e carecl for at tile least pu�c cost. 

The third optton we dlscusaecl today goes beyond just eUglbWty or trying to encourage 
community-based alternatives to nursing home care. and tbat was to loot at reimbursement and 
the way we pay for long-term care. Mr. Jacaon Indicated that there are some new rules In tile 
State since 1978 for the payment of nursing bome care. It gets away from automatic cost 
reimbursement - retrospective cost relmbursment and leads more toward a prospective payment 
system. 

And Mr. Jaclrson basically pointed out tbat we should give this new system time to wort. 
tbat it Is changing some of tile Incentives in the area. 

Other opttons that might be ral8ed with regard to reimbursement would be enmtntng the I
percent return on equity. Is that excessive If we're going to have to reduce tile number of 
elderly people covered or the number of. people covered under Medlcald aeneraDY, or cut back 
on benefits? Should nursing home providers be asted to share In these nstraln1s by taldng a 
reduction In the allowance for equity? Should one consider apmcllng llml1s on nursing bome 
rates to private patients? It was pointed out that there are profits made on private patlen1s. But 
many of tboae private patients wl11 eventually maust their Income and assets and become 
Medicaid patients. 

The fourth area that Mr. Spitz reviewed-addrel wbat I like to call bealtb system 
reform. Are there ways In these ti.mes when we have to cut back on apendltures to meet 
budgetary realltles-are there ways of saving money that don't Involve barmlng patients by 
reducing eUglblllty or reducing benefits. but would try to change the way in Wblcb bea1tb care 
services are delivered? 

And this would be either through mandatory requirements or tllrougb a set of incentives. On 
tile lncentlve slde. · you could have sucb tilings as colDsurance or something called bank account 

. deposits. basically. If a Medicaid beneficiary dld not spend a certain sum of money on medleal 
services. they would get some of the cllfference In cash. 

other kinds of options along the bealtb systems reform line that are being dlscullled include 
llmlttng patients' freedom of choice. We beard earlier from Mr. Scott tbat tile Budget 
ReconcWatlon leglslatlon permits a prudent buyer of purcbases, contractlng for a lab's services. 
If that means patients have to ID to certain locations that may be very dlfftcu1t for tllem to ID 
to, does that create a problem? 

Mr. Spitz specUlcally looked at tile health system reform alterDatlve of health maintenance 
organizations. Be Indicated tbat nationwide there Isn't much ezpertence wltb Medlcald enrollment 
In bealtb maintenance organtr.attons. A lot of that was an adverse reaction to tile bad ezpertence 
In California. CUrrently there are only four states wltb very memdve Medicaid enrollment In 
health maintenance organlrations. 

However, it Is an option tbat needs to be re-enrntned. Studies sllow that ·bean matntenance 
organizations are much lower cost than other forms of care. Their costs tend to run anywhere 
from ten to forty percent below tbat of tradlttona1 provlden of bea1tb care services. in large 
part because bealtb matntenance organizations succeed in reducing bospltaltntton. 

In this time of fiscal strain. perbaps it's appropriate to ask tile provider community to sbare 
with the state In the risk of ezpenclltures and to ask more health care providers If they would 
be wl1llng to accept capitation rates at flDd amounts per Medicaid beneficiary and In turn be 
ftnanclally responsible for the medleal care services that tile patient receives. 

Another alternative that's being pursued. for aample, In Boston would be to approach major 
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hospitals tllat are major sources of care for Medicaid belleflclarles and for the state to offer to 
enter Into capitation payment agreements with those hospitals, saying that those hospltaJs would 
be flnaadally at risk tor all hospital care of a defined Medicaid population. 

So a number of states are uperlmentlng with dlfferent ways of getting the provider 
community to sbare In the flDaaclal risk In a Medicaid program, and I tlllDk many of these 
Ideas about lleBlth system reform we'll return to tomorrow and ezplore It greater. 

Tbe second session of the workshop was tocusecl on Hospital Cost Containment/Reimbursement 
and featured Dr. Walter Mcaure, a nationally mown proponent of a competlttve health care 
market. u the keynote speaker. Mr. Mcaure's speech can be SIIIIUD8l'lmd by the following quotes: 

I would SllllllD811ze everytblq I have to say to you this morning by saying tllat unless public 
and private leadenblp are wl1UDg to develop and come forward with a tough, creditable, private. 
competitive strategy the rising cGlls of medlcal care are 10iJ11 to force the federal government 
and tbe states to turn medical care Into a public uttllty. 

So this morning I want to do three tblDg9 to help you undentancl why cGlls and other 
problems of the medlcal care system are bappenlag and help you undentancl what creates those 
problems; not only to ldeDtlfy the problems, but more Importantly to Identify the underlying 
cause of the problems; and finally to suggest bow competition mlgllt effectively work to resolve 
these problems. 

And 80 that lf we wtsll to contain cGlls, lf we wtsll to aet medlcal care and coverage to 
everyone In tllls country at a coat that they and the nation can afford, then we are talk1ag about 
a IDBllllve sblft In the way the pllysldaas and hospitals render medicine. 

The second point Is - 80 I peas I will put It this way - It will take both time and pressure 
to acllleve this klDcl of sblft In CODICloUSDess and practice style. Tbls ls Independent of bow we 
do It wbetller we ID to regulatory rules or competition. This ls what I believe to accompllsb It 

And the third conclusloll Is the plan lnvolved. If coat contatnment ls 80 wonderful, why aren't 
we all vtaorouslY In pursuit of It? And I would raise Mllton Friedman's BDalogy. Ifs why don't 
we stop drlnkiDg alcohol, and tbe reuon Is the pleasure comes first and the pain comes later. 

It Is clear that BS we ID to a conservative and efflclent system that there's a lot of hospital 
capacity and even pllyalclaD capacity tllat may not be there or at least will be engaged In other 
more CODStructlve punutts for sodety. And you'd better believe tllat "bell bath no fury like a 
bospltal consUtuency tbreatened." rm sure every Jepdator here mows what rm talttng about 

ID other words, It seems to me In tbe short term before competltton bellDs to work, lf we 
ID that route. that we can attempt to bold the llDe by doing what a competitive system would do 
for us. That Is, we can try to recllrect patients away from the ldglHtyle providers towards the 
low,atyle providers. That means we are not �!DI to say that we will reimburse people to go to 
any provider, or at least we will not reimburse ualJmttect amounts of money to ID to any 
provider. We have to end the free.lundl approacll. 

Why Is It that tbe country and this state seems to be 1Ding towards the blgb end of the 
spectrum rather tban the low end? What Is tt that ca111es us to operate Ill the coatly style rather 
than the economtcal style? 

Is It that oar clocton and hospitals are greedy, ripoff artists? Absolutely not rm tired of the 
blame pme. ID every difruMloD of this klDcl you aet these terrible accusations being hurled by 
one poup epta tbe other. You aee poltUdaas and IDsurerl often accusing doctors and hospitals 
of abule end 80 on. And, of coune. tbe nvene aoes on. Bnslaess Is often blamed for Writing a 
blank clleck. 80 they aet Ill It ID other wonts, Ill every room you find plenty of ftnaen pointed 
at eacll lDterelt ll'OllP In tile room, and all of It ts true aad all of It Is unuseful. 

If we could aet market forces. IOIIDd market torc:es, the medtcal care system would respond 
to them appropriately. And that Is tlle b.eart of oar problems. Tbe medlcal care system ls 
preaeatly not responding to market forces became the market forces are IUIIOUDd. 

So only wben certain c:ondttlons are met can we aped competltlon to work for us. It Is In 
fact true now tbat there ts vlclous competltloa Ill medlcal care, but tt Is competition In a system 
ln market failure, Ill a s,ltem that vlolatel tile requirements of a IOIIDd market And therefore It 
Is coat-pneratlng competltloa; tt Is a medtcal ll'IDH'8Ce. 

If we can establtsll ltnlCturally IOUlld market COlldltloDI, then we believe tbe competition will 
serve us and that we can contlllue with tbe private system. ID other wonts, the dlfllDosls Is 
market failure, and I will tmmedietely elaborate OD that. And there are two basic policy options 
to deal wttb this. We will ettber restructure our private system to establish the condttloas of a 
IOUDd market ltnlcturally-and that will take a lot of work; that's not the status quo; tbe status 
quo ts market failure-or we will atve up OD private marte1B and we will use economic controls, 
regulatory forces BS an altematlve to market forces. 

Allcl when you boll down all the detalls and variance and 80 on, the big cllolce that this 
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nation needs to mate over the nm ten years Is whether It prefers to bave market reform In 
medical care or wishes to convert medical care Into some sort of publlc utlllty. 

H you don't have a price mechanism tbat consumers and producers feel, you don't bave a 
market And If you're not wU11Dg to establlsb a price mecbaotsm, then you mtgbt BS well forget 
about markets and create a public uUUty rlgb.t now. Tbere wU1 be no control through a market 
mecbaolsm. 

But It Is not enough for a structurally sound market merely to bave competttors. You must 
bave these sound market conditions of price and entry. In order to get price and entry 
establlsbed, we demand sometblng called fair-market choice where employers and the state BS 
an employer and the state and federal government BS buyer for publlc reclpien1s - Medlcare, 
the old and the poor - would otter the people In their responslblllty annually a multiple choice 
amonpt plans: the diversity of health care plans and one or more traditional 1Dsurance plans so 
that they could mate a tree choice of providers. 

But, you see, the big savings from competltton occur towards the end of this process. And 
that's why you need short-term and Intermediate measures to bold the Une whlle you wait for 
competition. Competition Is nowhere proven. We are going on the basis of promising theory and 
scattered, promising supportive evidence, but no nation bas done It We're plon.eerlDg it may go 
down In flames. 

It's my best judgment that_ it's very wortbwblle, tbat short of this there Is no other 
alternative but a publlc uUUty. And so lf you thlDk that this kind of competitive scheme Is 
unprofesBlonat or undesirable, remember what the alternatives are realistically. Ifs not the 
present system. it's the publlc utlllty, and you must consider whether you thlDk tbat Is more 
seemly, professional, and desirable than this competitive approach, and make your choices 
accordlllgly. 

Tbere were a number of questions from the audience directed to Dr. McOure. Tbe panel then 
reacted to bis comments. Tbls reaction can be summarized BS follows: 

In general, the panel members felt that .Dr. Mcaure bad a:preased the problems In the health 

care Industry accurately, boWever, some lllues were raJ8ed. one panel member felt tbat many of 
the ideas presented. by Dr; McOure were already underway and that Dr. McOure bad 

underesttmated the competitive spirit of pbyatdans one panel member felt tbat Dr. McOure bad 
tailed to acldresB the problem of unequal dlltrlbutton among providers of care for the poor. Be felt 
that a few llospltals wume most of the burden for care of the poor rather than most a-,mtng 
some of this responslbutty. Be felt that lt must be stated tbat hospitals only ezlst for the publlc need 

and the publlc Interest and tbat BS these cbange. the hospltals must adapt. one panel member 
questioned the mecbaolsm for estabUsblng BMO's, stating tbat be unclentood tbat a large sum of 
front money was necessary. Be also med about the lncentlves to the lndlvldual to join such a plan. 
Flnatly, one panel member questioned whether the consumer Is suffldently loformed to make a 
judgment among several health care plans. 

After an lntermlsslon, each of the panel memben addrelted bis 8Sllgned lllue. Dr. J. Latane 
Ware, M.D., President, Richmond SUIJlcal and Gynecological Society, addrellled llllle number 1: 
Since control of lnflatlon appean lmpolllllble, Is Vlqlnla's only alternatlve to control utlUzatlon of 
and lDtens1ty of services? Mr. John N. Simpson, President, Rlcbmond Memorial Hospital, addrelled 
Issue number 2: Because the lnltlatton of a competltlve market Is predicted to take at teat ten 
years, what regulatory statutes/procedures should be lmplemented/matatatned for the present and 
pbaled out over the years as competltlon becomes a reality? Mr. Robert carter, Cll8lrman of the 

Board, Vlf8lDla Tractor Company, addrelllecl llllle number 3: can voluntary lDeeDt1ves for health 
care costs conta1nment be effectlvely Implemented In VlJ'IIDi.'1? Mr. M. Roy Battista, President, Blue 
Cross of Southwestern Vlqlnla, addrelled llllle number 4: Bow can the different seamer11s of the 
health care Industry, (nursing homes, 1on,,term care faclllties, llospltals and third party payors) be 
restructured to promote competltlon and CODta1n caall for the state? 

Dr. Karen Davis served BS the summarizer of the day's even1s. Bm:erp1s of her summary BS are 
follows: 

We stated our session today by addrelldng the problem of rising health care costs. Health 
care costs are at a 111gb level and 1ncreaslng at a rapid rate. 

Dr. McOure lndlcated tbat this bas been true In part became of the wide variation In 
medical practtce and may get wone In the future· because of projected tncreases In the supply 
of pbystdans and the contlnulog growth In hospital capacity. 

Our current system of Insurance, both publlc programs and private 1Dsurance plans, provide 
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tile wrong Incentives ID the health care market beca111e of wbafs Insured BDd tile way providers 
are paid. 

Dr. McQure stressed tbat solutloDs to tbls problem sbou1d not be restricted to the Medicaid 
program ODly, but mlllt deal with tbe entire healtb care SJBtem. 

ID Dr. McQure's view there are ODly two cllOlceB: competition or a public utlllty model. For 
competition to won, Ile argued, c:ertalD c:ondltlOIII mlllt be met namely, that you must have 
many competlton wltll tree entry and alt Into the health care market, BDd secondly, tbat there 
mlllt be price mecbanlsm 

ID tbls multlple,dlolce s,atem It Is hoped that there· will be an lnceDtlve for the employees, 
for the elderly, and for tbe poor to select loweNtyle pradlce sett1J111L And It Is llopecl tbat this 
type of cholce with flDcl dollar CODtrlbutloDs from employen BDd from Medicare BDd Medicaid 
WOUid put pn!IIIIU'e OD traclltloaal IDlurance plans IIICll IS Blue en. and tbe commercial plans 
to neplate better rates with provlden. 

One panelllt pointed out· tbat tbls solution may not be appropriate ·ID rural areas; tbat there 
are problems ID ltartblg llealtll matntenance orpnt:rattons; tbat BMO's require a subltanttaJ 
cap1ta1 Investment and It requ1ns aaoct menarnent apen1ae Wlllch are often missing and tbat 
employees may not be lDtenllted ID swltclllng from their current klDds of care. 

ADotller c:oncem tbat was ralled was tbe lack of IDformatlcm for COIIIAllllers to make 
IDformed cllolcea DeclslOIII about healtb care are frequently made ID a time of cr1sls; therefore, 
It's bard to aet COD1111De1B to cbanp curreat patterns and bard to get provlden to change 
curreat patterns. 

A ftDaJ problem tbat was ralled about tbe competltlve approac:ll Is tile problem of adverse 
ae1ectlon. Utile employer, Medicare and Medlcald pay a flDcl rate for everyone covered under 
tllelr plan and tile elderly, poor, and woner have to pay tile 8IDOUDtB OD top of tbat flDcl rate 
If they clloaae a men apeoalve plan, tbat may penaJtm lnefflclea.t providers, but It may also 
penaJtm tbClle plans tbat bappen to aet· tile llckel!t patleml, and the Jd&llest risk patients. 

1'llale elderly wllo are c:brolllcally W or bave multl.ple healtb problems may ID Into certain 
plans callllDa tile premluml of tbClle plus to become very Jd&ll. U Medicare were to aet It ftncl 
voucller 8ID01IDt for coverqe of tile elderly and tile llct. c:brolllcally w elderly will be stuck 
with very ...... -, 8dclltloll8l paymen1L 

Given tlaele c:oacems about tile competitive · appiaeclael, we then moved on later In the 
IDOl'DID& to CGllllderlD8 a apedt um of altenlatlves tbat would not look at Simply an either/or 
lltuatloD of a competltlve approac:ll or a regulatory approacb." but wbat comblnatloDs of 
competltloa and nplatloD mate ... either ID tile abort term, tile lDtermecUate term, or the 
loag term. SlloaJd tlaere be certalll elemeDtB of c:ompetltlOD Introduced along with retatntng 
c:erta1n e1emeat1 of reaalatorJ approac:lles? 

We CGDlldered tour cllfferellt types of reaaJatory appraac1ae1. Tile ftnt reaulatorJ approacll 
reviewed by one of oar paneJlltB Dmltl utlJlaUOD and lnteallty of aemce. Dr. Ware Indicated 
tbat we lboulcl not rattoa llrVlce8 or aet arbitrary Dmltl OD wbat will be covered by crippled 
dllldra's Pfllll'8IIII, Medlcakl, or otber public or pmate prDll'8IIII. 

Be aw 101De value ID educaUDg CGllllllllel'I, provlden, IDftl'IIIDellt. ancl employen. Be 
tlloupt tilts would be belpfal and made a number of CODC1ete l1111!1UODS about educatloDal 
actlvltlel. but Ile WIS coaceraed tllat educlUaa alone Is Ubly to do very uttle. 

Be llllo llt fortll tile pcwn,tllty of pn,vldln& ball11111 or rewards for thaae patients wbo 
qreed to nNl1lce qtp1pt1on or wlao 118d a Joww uUJlatton aperleace. 

It WIS IDdtated tbat tile lllae of ........ Ddlted beeftll under IDlurance laws may need 
some review, tbat tlaele mandates may rmtrlbate to ac1. Ive uttllattcML 

Tile lltmd type of reaa•atory approac:ll tbat oar panel revlewecl was mpp1y control. The 
number of � It WIS noted, II apected to IDcrelll8 by forty percent between 1980 and 
1•, an 1acrwe wlddl may wen lead to lll&ber cam and lDapproprtate utrJmttoa patterns. Tb.ls 
may call for a need to review, for enmple, medical ICbool cJaaa llzea and state supported 
medical ICllaol IDltltutlolll 

'ne certlflcate of need .......... wlddl Is anatller type of sappJy CODtro1 OD capltal 
nptllldltuns for bolpltala, WIS aJlo enmtned.. Olle paaeJllt mped tbat attempts . to create a 
monopoly may be counterpnNludlv On tile oiler band, ID tile curnat s,atem proUferatlOD of 
llaapltaJ beds and speclalbed fadJttes may oat lead ·to lower CGIII, but, bas lead to Jd&ller ccm.

A tblrd type of repJatory approac:ll tllat oar panel enmtned was rate 1etttna The state of 
VlfllDla took tile 1eadenldp Gil tile ID8I rtloll of this OMnmtwton by eslabHsbtng a volumary 
llaapltaJ rate ,emna comm1s11on. . 

One member of tile panel pointed out tllat this bas been belpfal, but It llasll't done IS much 
IS It llloald OI' couJd do. Tile CommlrtOD was bdtlally. let up by the Balpl1al Alloclatlon; 
therefore, tile Boapltal Alloclatloll supported tile law, and perbapl. because of tlleae factors, the 

15 



Commtwon bas tended to be a bit too aenerous toward the hospitals. 
Leplatlve cbanges were sqgested for comdderatlon, lDcludlng cbenges to permit the 

Commlsslon to set somewbat tlgllter rates tor bospl1als, to provide a better legal basis for the 
dls-mtutlon of Information and publicity, and to set rates ID a way to support competition. Tbls 
panel member also railed Issues about who should lead the Commtwon, bow It should be 
structured and the Importance of atvtng b11slne•es and employers stronaer lntluence ID the 
operation of the Commission. 

FIDally, the tourtb element of regulatlon tbat the panel aplorecl dealt with the structure of 
the health care Industry. It was polDted out tbat our capacity far aceecls current demand. Much 
of this can be llDked to current metbocls of capital ftnandq For aample, many bospltals use 
munlclpal bonds. It funds can be borrowed on a tu-eumpt basis as municipal bonds at a seven 
to nine percent Interest rate, hospitals, nursing homes or others can reinvest tbat on a short-term. 
basis at seventeen to DlDeteen percent while c:onstrudlOll takes place, thus, enc:ourqlDg excessive 
bulldtq ID aeaeral and also provldlq cash flow to the lnstltutlon. 

Coat relmburaement further encouraaes acNBfve caplta1lzatlon ID boapltals and nursing 
homes. One of our panelists quoted an Interview with the president of the Bospltal Corporation 
of America, wbo pointed out that cost retmbunement guaranteed payment for clepreclatlon and 
Interest. lloapltals can do quite well since they're only required to pay Interest ezpenses plus 
retirement of the debt, wblch tends to be much · 1e111 than depreciation apenses So cost 
reimbursement usually exceeds . the debt.ftnandq costs to the lnstltutlons and provides an 
Incentive for sc•lve capHaJll8tlm. 

Attention was also atven to the growth of proprietary cbatns. It was polDted out tbat this 
adds to m:eas capacity and the costs can be a lot blper as propriety boapltals are allowed 
certain relmburaemen1s tbat nonprofit lnstltutlons are not. And tbat this also creates a problem 
lD tbat such tnstltutlons may be less wUUna to serve unlnsured patients and the entire 
community. 

Finally, there were suaesttons made about widNpread reimbursement reform, such as a 
shift to capUatlon and 11st sbarlD8 and many of the elements of botb the competitive and 
regulatory approaches. TbaDt you. 

CONQ.USIONS: 

The Commwdon belleves tbat lt bas played an Important role as an overslpt committee. The 
presence of the Commlslon baS acted as a deterrent for sce•es ID the lDslU'allce Industry. Further, 

· the Commlsslon's wort baS lDltlated General As-mbly comdderatlons wblcb bave bad concrete
results, notably the creatton of the VlqlDla Health Services Coat Review Commwdon, the certificate
of Need Law, colnsurance and deductible law and the bealnn•na of a d1aklpe between the various
communities Involved ID consuming and dellverlng of health care aemces. Tile C-omm1111oa sincerely
hopes that the cltlculBlons wblcb took place durtng the wm1adlop wUJ be CODtinued and will provide
an avenue for cooperation and lDteractloD among the state pvernment, tbe IMJBIDMI community, the
aper1I and tbe lDstltut1ons.

ID the opbdoD of the O>mmtwdon, the problems lDberent ID contatnmeat of bealtb care costs are 
not the result of tbe actions of uy one aector of the health care Industry. Tbls llsue bas been 
generated by the Interdependence of social programs IIICb as Medk:ald and Medlcare, the lDaeeaes 
ID tnsuranc:e coverap, the development of medical tedlnoloO, the ballooDtq of tDflatloa, the 
lmplementatlon of llJ.coDcelvecl payment S)iltemi, the lack of Jmowleclle OD tbe part of the 
COllllllllleJ'B the lack of IUldentandln& on the part of tbe pllyllclans. tbe development of the boapltal 
and nursing home seaments Into "lndlllltrles" and many other facton. Pmbleml •Ddated with one 
tssue ID bealtb care costs cannot be appraaclled wltlaout COIISlderatlon of the effec1I on the other 
•es.

Tb.e specter of rising bealtb care costs will not, ID the view of tbe C-omm1111on, be aordled ID 
the near or, perbapa, even the dllbmt future. Tile CommllRIOD beUffes that the Commonwealth's 
.iected and appolDtecl offldals must remain 9lgUant lD aamtntng and lnvesttptlng the State's 
options and lD pnmcllDg a forum for lnDovatlve Ideas and cooperative eftor1B. Tile ca111es of this 
problem are IDtertWlDed like lltrlD8I tied lD a lmot-lf one end 18 pulled, anotller end mlllt give or 
be pulled Into 8 tlgllter mot. F.acll remedy must be carefally anaJyzecl to ascertalD ltB effects OD the 
other elements of the problem. For this reaaon, tbe CommtwOD c:oncludes that vl&IJ•ace, cooperation 
and commmdcatlon are more Important than a move to more strtqent regulation of the aeaments of 
the health care Industry at this time. 
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RECOIDIEND.A.TIONS: 
1. Tbat tbe Cnmm«Mlwealtb maintain an effective Certlftcate of Public Need Law ID order to

cootalD tbe illcreaae ID dupllcatlve services, surplus beds ID hospitals, and tbe effects of rlsln& 
operating cGlls OD patleots' apendltares. 

2. Tbat tbe Commonwealth enmtoe alterDatlves and ltrategles to reduce nursing home
placementl, speclftcally tbat mcb lell CG1t1J proarams as commuolty-baled actlvlttes be made 
available to eligible Mecllcalcl reclpieo1L 

3. Tbat CODBlderatloa be atvea to requiring tbe Dundog llome ladllltry to partldpate lo tile rate
review proaram Wblch II pnNDtly compullory for llospl1aJs. 

4. Tbat tile Commoawealtll repeal tile lblte-maodated lasuraoce provisions.
5. Tbat tbe Commonwealth eacomaae tbe developmellt of alteroatlve health care delivery

systems. 
8. Tbat tbe Commonwealth maintain a c:omprelleaslve statewkle b.ealtb p11nn1ng mecbullm and

Increase tbe IDvolvemeot of tbe busln• commUDlty. 

Tile Cnmmlslloa wishes to tbaDk all of tbe people wbo helped make tile worlmbop pcmlble. 
eapedaJly Mr. RUii Bereford of tile Nattonal Coofermce of State Leplatures, Mr. Dick Merritt of 
tbe �· lle8ltb Polley Project and Mr. Robert Freeman of tile Bank of VlqlDla, tbe 
speakelB • Mr. Scott and Dr. ucaure. tile paoeUm • Ila. Cook, Ila. Barnes, Mr. Jaclaloo, Mr. Spitz. 
Dr. Ware, Mr. SJmpaon, Mr. carter aod Mr. Battllla aod tbe IIIUIUD8J1r.er, Dr. Davis. Wltbout tbe 
•lldltlUlce of tllese people aod muy otllerl. It would have beeD tmpcwtble to conduct tile worbllop.

Tile Cnmmlslloa wishes to make tbe video tape available to tile members of tile General 
Alllembly aod tile CommtllllOD as desired aod to tbe IMJslneaa aod mecllcal commuolty OD a limltecl 
balls. 

Respectfally submitted. 

Edward E. Willey, Cllalrmao 

Jaaepll A. JOIIIIIOD, Vlce-Cludrmao 

Daniel T. Balfour 

Dr. Joaepll J. BevUacqua 

Barbara s. Boltoll 

Adelard L Brault 

Jolla C. Buchanan 

Theodore J. Burr, Jr. 

Blmo G. Crma, Jr. 

Robert II. Freeman 

Gecqe W. GraJIOD 

Jobolly s. J08DDOU 

Dr. J. B. Kealey 

KevlD G� MUler 

James B. Murray 

The record lball lllow tbat Senator Edward E. WWey voted DO OD recommeodatloo # 4. 
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CONCUlllllNG-BUT•DIPFEIUNG OPINION OF 

DELEGATE JAMES B. IIURllAY 

I endorse tbe ftndlqs and reoonirnendatlons of tbe Commwton but believe tbat the report's 
recommendation #5 could bave been stronaer and more speclftc. Recommendation #5 states: 

nat tbe Commonwealth encouraae the developlDent of altenlatlve b.ea1tll care delivery 
systems. 

Dm1Dg the coune of 111 lnvesttpttons, the Q)mmwton Invited and beard from four aatlonaHy 
recoan•Nd aperts on the ecoaomtc:s of health care: Dr. Robert ZeltOD, Ph.D., of the Wbarton 
School; Dr. ICarell Davis, Ph.D., of John Hopkins Ualvendty; Dr. Walter McClure of Intentudy, 
Mtaaeapc,Us; and Mr. Bruce Spitz. Medlcald CoasultaDt with Inteqovemmental Bealtb Polley Project. 

They all testified tbat the "alternative delivery SJBt,ems" DOWD 88 b.ea1tll ma•nteaaace 
orpatzattoas (BMOs) bave succeeded In many areas of tbe nation In curbing stp•flcantty the rise 
of total mecllcal CC11D. OUr Mecllcald COIIIUltant, Mr. Spitz, IDformecl us tbat wltll recent cb•nges In 
Federal reguJatloas, many states bave contractecl or are plaaa•ng to contract wltll BMOs for 
Mecllcald ell&lbles 88 part of tbetr atratelleS to control bud(letary overruns. EalabUsbment of BMOs 
would enable Vlqlnla to move In this direction. 

Nationwide, there are 243 BMOs In 39 states. Over 10.2 mlJllOD people IUblerlbe to them, and 
enrollment Is growing at tbe rate of 13� per year. taraelY because of reatlla1lce from mecllcal 
provlclerl, DODe are baled In Vtrglnla, altbou8b tboulands of penoas In Nortllem VlqlDla bave opted 
to join one of tbe tbree Wasb•ngtou, D. C. based BMOs. 

In Vtqtata. much of the poundwort has been l8ld for establlsldng an HMO at tbe Ullfflrlslty of 
Vlrpda Medlcal Center. U broup.t to frultloa, lt coulcl serve 88 a model and lnclUcemeDt for tbe 
development of tbeae pro-competitive orpa•atlons In other parts of tbe state. Therefore, In addltton 
to aenerat rec:ommeadatlOD about "alteraatlve delivery systems", I believe tbat tbe CommWon 
sllou1d bave lelled the opportantty to recommend encouraaement and 1111pport for the HMO project 
at this state lnltltutlon. 

I am conflclent tbat a Untverslty of VlqlDla HMO will eventually develop. but It will be at a 
slower pace tb8D would be poalble wltll state support. Tlds II rearett•bte. Blue Craa/Blue ableld 
premlUIDI for state employees and otben bave rlaea 70 percent In tbe last three Jean. and It may 
not be long before tbe Q)m�wealtb, like Maryland and othen, bas to comdcler some form of 
public utUtty type .. of reg1118ttoa of tbe healtb lDclultry. Instead of publlc utlUty regulatloll, which II 
bureaucratic, bmdenaome and Ineffective, we sllou1d encouraae free martet forces to contain hea1tb 
care CCIID. Free market forc:es come best Into effect when alteraatlve delivery syatems (Uke HMOs) 
are avallable to consumers. Vlrpda has a unique chance to support tbe development of a model 
HMO, and tbe ftn8I report of tbe Comm,-,oa oqht to mue tblB DOWD to the Governor and the 
General Alllembly. 
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DIS.mNTING-IN•PilT OPINION OF 

JAMES IL TROIISON, COMMISSION OF INSUllANCE 

I bave now bad an opportwmlty to review the above report and I am lD agreement with Us 
contents with the exception of Recommendation No. 4 on llDes 9-11 on page 39. (OJ'lglDal Draft] 

My dlllent with Recommeactatloa No. 4 wblcll relates to repeal of state-mandated IDsunmce 
provisions Is tbat the es:preadoa "mandated IDsunmce provisions" Is too lndusive since it relates to 
policy provisions other tbaa spedflc "benefits", mandated benefits belDg tbat to wblch this 
recommendatloa Is addreSaed. 

AJllong the mandated benefits now required by the Insurance Laws of Vlrglnla are: 

Section 38.1-348.1 wblcll relates to the coatlauance of IDsunmce OD dependent cblldrea even Into 
their adulthood wben they are lncapable of supportlag themselves and remain dependent upon 
the c:lllef policyholder; 

SectloD 38.1-348.8 wblcll provides for automatic coverage for newborn cblldren; 

SectlOll 38.1-348.7 wblcll relates to Umlted lD-patleDt coverage for mental, emotional or nervous 
disorders lD certain health apense IDsunmce pollcles. amended to show tbat this coverage Is 
deemed to lndude treatment for alcohol and dru& abuse. 

There are other provlsloas of the IDsunmce laws, of coune. wblcll relate to IDsunmce companies 
bavlag to maa tDDeble certain coverqes wblcll. if selected by the applicant. would render them 
at least partially mandatory. Amoag these are: 

Section 38.1-348.9 wblch relates to olJltetrlcal services to be lndudecl lD certain group health 
IDsunmce policies; 

SectloD 38.1-348.10 wblcll problblts certain lademnlty ezclusioas or reductions from group 
coverage becaule of ladlvldual pollcles helcl by the same lnsured; 

Section 38-1-348.11 wblcll pertalDs to the rlgllt of a holder of the group IDsunmce certlflcate 
to certalD conversloD prlvlleaes; 

Section 38.1-348.13 wblch meads the deflnltloa of accldent or accldental Injury to lndude 
beaeftts for pregnancy following an act of rape or lDcest wben properly reported to the police. 

ID view of the many types of maadatecl benefits provisions or optloDa1 provisions wblch, If 
aelectecl, serve BS a mandate upon lDSurers, it Is recommended tbat Recommeadatlon No. 4 be 
reworded. I could not approve the provlsloas of Recommeadattoa No. 4 If they went fUrtber tbaa to 
provide for an "exam•utlon of the mandated aDd optional benefit provisions applicable to health 
lDSuraDce pollcles and prepaid health care plans to determlDe the effect of such provisions OD the 
avallablllty of lDSuraDce aDd prepaid health care plans BS well BS the effect upon premiums or 
sublcrlber fees cbarled." 

Although I am ID aareement with the report ucept Recommendation No. 4, I bave attached the 
signature sheet (uaslgned) wblcll apre•.es my stnmg disapproval of this recommendation. 
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DISSENTING-IN•PAllT OPINION OF 

JOSEPH J. BEVILACQUA, Pb.I>. 

I bave reviewed the Report of the Commission to Study Contalmnent of Health care Costs and 
approve the recommendations whlcb the Commission bas made with the ezceptlon of No. 4. "Tbat 
the Commonwealth repeal the state IIUUldated tnsurance provisions". My recommendation for cbaage 
addressta8 No. 4 are as follows: 

After thorough study by my staff, I am convinced that the repeal of the mandated services 
would severely effect services for tb.e mentally Ill, mentally retarded, emotlooally W and other 
nervous disorders as well as those many lo need of services for substance abuse. We lotend this 
letter to be our dfsseottog oplolon on recommendatlon No. 4. 

In lleu of repeal of Section 38.1-348.8 we would support placing a cap on the per diem costs and 
the period of coverage for detoDflcaUOD, fntermecUate care and would recommend conslderatlon of 
extencUog coverage for the far less costly but effective loteoslve outpatient and day care services. 
We are of the optnton tbat more persons could receive effective services at a lower cost by maJdog 
such changes without repealing this mandated and sorely needed service. 

We cannot support the repeal of Code SectlOD 38.1-348.7 whlcb provides coverage for mental, 
emotional and nervo� disorders. The repeal of this Sectl� would bave adverse effect on many 
Vfrllnla dttr.eas who are dependent upon some coverage by their tnsunmce to enable them to 
obtain care. The repeal would also effect fulldfDg of mental health, mental retardation, and 
substance abuse services now provided and which face severe fiscal restrafn1s. We would support a 
cap on length of coverage and the per cBem costs tn lieu of repeal of this coverage. 

I commend the Commfsston under your leadenhlp for 111 dedlcatloo towards solving bJ1b health 
costs. I regret that tb.e respoaslbWUes durlng my first four months with the Department of Mental 
Health and Mental Retardation prevented my active parttdpatlon on the Comrnlsslou but assure you 
of my enthusiastic support. I am grateful for your many years of· ou1staocHog leaderlblp fn Vfrgbda. 

20 



DISSENTING-IN•PilT OPINION OF 

SENATORS ADELAllD L BRAULT AND ELMO G. CROS.,. JR. 

AND DELEGATES GEORGE W. GRAYSON AND JOHNNY S. JOANNOU 

We endOrse the ftncHnp and recommendaUons of the CommlSBfon with the exception of 
recommenclatlon #4. We favor recommendation #4 u presented bl the original draft of the report, 
namely: 

4. Tbat the Commonwealth examine the slate-mandated lllsurance provisions to ascertain the role
sueb requirements play bl the tncreue of utwzaUon of services and ·costs.

Undoubtedly, the slate-m8Ddatecl benefits bave served to blcrease the costs and use of services. 
This recommendation would bave been appropriate as lt expreaaecl the Commtsston's concerns and 
tile need to examine the effedl of tllese mandates. It ts our belief that the causes of rising health 
care costs are many, . complicated, and Interwoven. The tmpact of the various elements of health 
care costs Is not easily ascertained and these elements must be considered together. Removing 
state-mandated health Insurance pnmsloas could bave adverse effects on the consumers of health 
care services; tllerefore, It Is our feeUDg tbat some other COUl'NS of action, for example, revision of 
the per diem costs and periods of coverqe, sbould be evaluated. 

Perbaps the mandates, rather than be repealed, should be revised after careful consideration of 
the effedl of revisions on the consumer, the state, the health care Industry, and the health 
tnsurance Industry. We favor cle9e1opmeDt of competttton ID the health care Industry and less 
ll)V8l'DllleDt lDtrmdOD Into buslneaa However, the pllpt of the ordinary dtl1.en at the time of an 
economlc receaton must be CODSldered and evaluated carefully before preclptUous actions are taken; 
therefore, we wish to expns our strong disapproval of recommeDdatloD # 4 as slated bl the 
CommlSBfon's report. 
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APPENDIX A CHAPTER7] 9 

An Act to amend the Code of Virginia by adding a section numbered 38.1-348.12 and to 
amend and reenact§§ 38.1-360, 38.1-818, 38.1-841, and 38.1-855 of the Code of Virginia, 
so as to require insurers and prepaid health, dental and optometric plans to make 
available deductibles and coinsurance options. 

Approved J =-- �· �, •('r.n 
. . • ... , .... .j..J 

Be it enacted by the General Assembly of Virginia: 

(S 184) 

1. That the Code of Virginia is amended by adding a section numbered 38.1-348.12 and that
§§ 38.1-360, 38.1-818, 38.1-841, and 38.1-855 of the Code of Virginia are amended and
reenacted as follows:

§ 38.1-348.12. Deductibles and coinsurance options required.-A. An insurer or offeror of
a prepaid hospital, medical, surgical, dental or optometric service plan shall, before issuing 
a policy of accident and sickness insurance providing coverage on an expense incurred 
basis or a service or indemnity type contract, make available to the potential insured or 
contract holder three options under which the individual insured or group certificate 
holder pays for: 

I. The first one hundred· dollars of the cost of the services covered or benefits payable
by the policy or contract during a twelve-month period; 

2. Twenty per centum of the first one thousand dollars of the cost of the services
covered or benefits payable by the policy or contract during a twelve-month period; or 

3. The first one hundred dollars and twenty per centum of the next one thousand
dollars of the cost of the services covered or benefits payable by the policy or contract 
during a twelve-month period. 

B. For the purposes of this section "make available" means that the insurer or prepaid
service plan shall dWeminate information concerning the options described in subsection 
A. of this section and make such options available to potential insureds or contract
holders in the same manner as the insurer or prepaid service plan disseminates
information concerning other contracts and coverage options and makes other contracts
and coverage options available.

C. This section shall apply to policies or contracts delivered or issued for delivery in
this State on or after September one, nineteen hundred eighty, and to group policies or 
contracts issued prior to September one, nineteen hundred eighty, at the first renewal 
thereof on or after September one, nineteen hundred eighty; but shall not apply to 
short-term travel, at:cident only, limited or specified disease, or individual conversion 
policies or contracts, to policies or contracts with an annual premium of ten dollars or 
less, nor to policies on contracts designed for issuance to persons eligible for coverage 
under Title XVIII of the United States Social Security Act or any other similar coverage 
under State or federal government plans. 

§ 38.1-360. Nonapplication to certain policies.-Nothing in this article shall apply to or
affect ( 1) any policy of workmen's compensation insurance or any policy of liability 
insurance with or without supplementary expense coverage therein or when i$ued with or 
supplemental to a policy of motor vehicle liability insurance, as provided for in § 38.1-21 
(2) to a coverage providing weekly indemnity or other specific benefits to persons who are
injured and specific death benefits to dependents, beneficiaries or personal representatives
of persons who are killed, provided such benefits are irrespective of legal liability of the
insured or any other person, if such injury or death is caused by accident and sustained
while in or upon, entering or alighting from, or throujb being r,truck by a motor vehicle;
or (2) any policy or contract of reinsurance; or (3) any b�ket or group policy of
insurance, except that the provisions of §§. 38.1-347.1, 38.1-348.1, 38.1-348.6, 38.1-348.7,

. 38.1-348.8, 38.1-348.10 aad- , 38.1-348.11 and 38.1-348.12 shall be applicable to such policies 
of insurance; or ( 4) life insurance, endowment or - annuity contracts, or contracts 
supplemental thereto which contain only such provisions relating to accident and sickness 
insurance as (a) provide additional benefits in case of death or dismemberment or Imm of 
sight by accident or as (b) operate to safeguard such contracts against lapse, or to give a 
special surrender value or special benefit or an annuity in the event that the insured or 
annuitant shall become totally and permanently disabled, as defined by the contract or 
supplemental contract, or (5) any policy of industrial sick benefit insurance. 

§ 38.1-818. Application of certain provisions of law relating to insurance; payments
under plan.-Unless otherwise specifically provided, no provision of this title except this 
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chapter and §§ 38.1-29, 38.1-44 to 38.1-57, 38.1-99 to 38.1-104, 38.1-159 to 38.1-165, 38.1-174 to 
38.1-178, 38.1-342.l, 38.1-342.2, 38.1-348.6 le 38.1 348.11 through 38.1-348.12 , 38.1-354.l, 
38.1-360 and 38.1-362.7 to 38.1-362.9 shall, insofar as they are not inconsistent with this 
chapter, apply to the operation of a plan. No payments shall be made by a plan to a . 
person included in a subscription contract unless it be for breach of contract or unless it 
be for contractually included costs incurred by such person or for services received by 
such person and rendered by a nonparticipating hospital or physician. 

§ 38.1-841. Application of certain Code provisions relating to insurance.-Unless otherwise
specifically provided, no provision of this title except this chapter and §§ 38.1-29, 38.1-44 to 
38.1-57, 38.1-99 to 38.1-104, 38.1-159 to 38.1-165, 38.1-174 to 38.1-178, aREl 38.1-342.1 and

38.1-348.12 shall, insofar as they are not inconsistent with this chapter, apply to the 
operation of corporations and plans hereunder. 

§ 38.1.-855. Application of certain Code provisions relating to insurance.-Unless otherwise
specifically provided, no provision of this title except this chapter and §§ 38.1-29, 38.1-44 to 
38.1-57, 38.1-99 to 38.1-104, 38.1-159 to 38.1-165, 38.1-174 to 38.1-178, aREl 38.1-342.1 and

38.1-348.12 shall, insofar as they are not inconsistent with this chapter, apply to the 
operation of corporations and plans hereunder. 

President of the Senate 

Speaker of the House of Delegates 

Approved: 

Governor 
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CJIAPTER 
r.:• , ... J .� 

� r;, ,�, 

An Act to amend the Code of Virginia by adding a section numbered 38.1-348.12:1, and to 
repeal § 38.1-348.12 of the Code of Virginia, regulating the issue of certain pn,paid 
health plan policies. 

Approved MAR 1 C 198i 

Be it enacted by the General Assembly of Virginia: 

(S 750) 

1. That the Code of Virginia is amended by addi.Dg a section numbered 38.1-348.12:1 as
follows:

§ 38.1-348.12:1. Deductibles and coinsurance options required.-A.. An insllr,r· UISuin8

accident and sickness insurance on an expense -incurred basis or a pn,paid hoapital, 
medical, or surgical Sl!'r'Vice plan shall make avauahle in offering such coW!rage or conl:ract 
to the pot.,!htial insured or conb'act holdm- w or more of the follawing options und#tr 
which the jndividuaJ in:iured or group certificau holdm- pays for: 

I. The first w hundred do/Ian of the cost of the services covered or btmlfiu payable
by the policy or conb'act during a twelvtHnonth period; 

2. Twenty pe,u,rt of the first w thouaand dollan of the cost of the Sl!'r'Vices covered
or be,uefits payable by the policy or contract during a twelve-month period; 

3. The /int ona hundn!d do/Ian and twenty percent of the next one thousand dollars
of the cost of the Sl!rvica cow:red or � payable by the policy or contract durbw a

twelve-mo,uh period; or 
4. Any other option containing a gr,!tder deductible, coinsurance, or cost-8/raring

provision; however. such option shall not be inconsist"ent with standards establillhed with 
respect to <i«tuctibl.lls, coiluurrznoJ. or cost-Maring pursuant to§ 38.1-362.14. 

B. For the PUTf'0#8 of this a«:tion .. make available" means that the in.surt1r or pn,paid
service plan shall di.sseminau informa:lion concer'1'tinc such option or options and malle a 
policy or contract containing such option or options available to potential i118Un!dt1 or 
contract holdlrn « the smr. tinfll! and in the same manner as the insurer or pn,paid 
service plan � informanon concerning other policies or contracts and coverage 
options and mall!t!s other policies or contracts and coverage options available. 

C. This M!Ction shall apply to policies or contracu delivered or issued for IU!liwny in
this Commonweallh on or after the effective dale of this, act. and to group polia.a or 
contracts issusd prior to that dale tU the first renewal thereof; bra shall not apply to 
short-term tnzvel. accident only. Unrited or specified disease. or individual conwrnion 
policies or contracts, nor to policies or contracts designed for issuance to peraons elilfible 
for coverage under Title XVIII of the United States Social Security Act or any other 
similar coverage under State or federal government plans. 
2. That § 38.1-348.12 of the Code of Virginia is repealed.
3. That. an emergency exists and th.is act is in force from its passage.
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EXHIBIT III 

PROJECTED SURPLUS BEDS BY PLANNING DISTRICT 

1986 

(Medical, Surgical, Pediatric, Obstetric) 

.·) 
/ •, 

J.. \, .. 
•• .,-. •• ...... _,.1 

KEY 

D 

PROJECTED NUMBER 

OF SURPLUS BEDS 

None 

1-50

51-200

201+ 
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Review of Insurance Problems 

Norma E. Szakal 

Division of Legislat�ve Services 

Co-insurance and Deductibles Law 

As a result of the work of this Commission, the first 
version of this law was passed in 1980. The law generated 
problems in that it effectively excluded certain companies 
from participation in Virginia and was, therefore, amended 
during the past session. See Senate Bill No. 751, attached. 

lhis law provides that insurers issuing accident and 
sickness insurance must make available lower premium options 
for prepaid health plans and policies. These options were 
intended as a means of containing health costs by providing 
incentives for reducing the length of hospital stay and 
eliminating requests for unnecessary procedures. The 
consumer would be persuaded to chose such a policy because 
of its lower rate. 

Physicians are concerned about the increased risk of 
non-payment by the patient having one of these policies. 
This concern has therefore prompted the doctors to ask for a 
clause in these plans or policies relieving them from the 
limitations of the usual, customary and reasonable charge. 
It should be remembered that the insurance companies will 
still calculate payment under these policies on the basis of 
the UCR (usual, customery and reasonable charge). It must 
also be noted that participating physicians enter into 
contracts with Blue Cross/Blue Shield in which they agree, 
under =ertain conditions, to observe the UCR. 

If a clause. exempting the physicians from observing the 
UCR is insierted in the co-insurance and deductible plans and 
policies and the doctors are thereby free to bill for more 
than the UCR, these options may, indeed, increase the costs 
of health care as well as cause confusion and consternation 
among the insured. For example,. a patient with a policy 
under option 1 goes to the hospital for an operation, the 
UCR for which is $350.00. The doctor bills him for $500.00 
as the limitations of the UCR do not apply. The insurance 
company, on receiving the bill, calculates its payment as 
follows: · The UCR for this procedures is $350.00 less the 
$100 deductible, therefore, the payment is $250.00. The 
patient will then receive a bill for $250.00 rather than the 
$100 he had expected. 

II. Self-insurance Health Plans

1 
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As group health insurance has become more and more 
expensive,. business and industry have sought cheaper 
alternatives to the expensive health insurance plans 
traditionally offered their employees. Self-insurance has 
developed as one alternative tha� takes several forms and 
has the potential to impact the state income. 

Three variations of self-insured health plans that may 

have impact on the Commonwealth are: 

A. Self-insurance -- This trend among industry and
business towards straight self-insurance results in a 
substantial loss of general funds to the Commonwealth 
through the loss of tax revenues. Further, these 
self-isured employers· are. not subject to .the State 
mandated benefit laws. This can result in not only a 
loss of revenue to the State, but possibly an increase 
in outlays in Medicaid and welfare. For example, if an 
individual covered by such a plan and receiving only 
minimal benefits, is forced through ill health to 
resign or is dismissed, this individual might have to 
apply for welfare and Medicaid. 

B. A minimum premium plan -- In this instance, the
employer assumes as much as 90 percent of the losses. 
This type of policy also has severe tax implications as 
the premiums are quite low therefore, the tax paid on 
them is quite small. Although these policies are 
subject to the mandated benefits, the loss to general 
revenues is a potentially serious problem. 

C. An umbrella policy -- This type of policy is a
kind of aggregate stop loss policy for the 
self-insuring employer. Although these policies 
generate the same tax and cost considerations for the 
State, they also raise technical questions. Is such a 
policy a health insurance or a contractual liability 
insurance? If it is a health insurance, then is it 
subject to State mandated benefits? If it is not a 
heal th insurance, then the life in·surance companies may 
not sell them. Such policies, if termed contractual 
liability insurance policies, must be sold by the 
casualty companies. 

III. Issues for Consideration

Should the State look at comprehensive health insurance
laws to determine if there are alternative ways to deal with 
these problems? 

Should the �tate look at the mandated benefits with an 
eye towards moving away from this approach towards a "make 
available" approach? 

2 
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APPENDIX 8 

LEGISLATIVE STRATEGIES FOR CONTAINING HEALTH CARE COSTS IN VIRGINIA 
OCTOBER 7 AND 8, 1981 

SENATE ROOM B, GENERAL ASSEMBLY BUILDING 

. * * * 

Wednesday,· October 7, 1981 

1:00-1:15 p.m. -------- Registration 
1:15-1:30 p.m. -------- Welcome And Introduction 
1:30-2:30 p.m. -------- An Overview Of The 

Substantive Changes In Medicaid With Specific 
References To Long-Term Care, Mr. James L. Scott, 
Director Of The Office Of Intergovernmental 
Affairs, Health Care Finance Administration 

2:30-2:45 p.m. -------- Questions And Answers 
2:45-3:15 p.m. -------- Panel On Medicaid/Long

Term Care: Reactions To Overview 
3:15-3:30 p.m. -------- Coffee Break

3:30-4:10 p.m. -------- Panel On Medicaid/Long
Term Care And Mr. Scott: Medicaid Issues In 
Virginia 

4:l0-4:45 p.m. -------- Discussion (Audience 
Participation Encouraged) 

4:45-5:PO p.m. -------.- Summary, Dr. Karen 
Davis, Professor Of Health Services Administration, 
The Johns Hopkins School Of Hygiene And Public 
Health 

PANEL MEMBERS AND ASSIGNMENT OF ISSUES 

Mr. Robert Jackson, Vice-President For Finance 
And Treasurer, United Service Industries, 
Charlottesville, Virginia Ci 3) 

Ms. Charlotte Carnes, Social Work Consultant 
For The Nursing Home Pre-Admissions Screening 
Program, Department of Health (i 2) 

Ms. Ann Cook, Director Of The Bureau Of Medical 
Social Services For The Division of Medical 
Assistance, Department of Health Ci 1) 

Mr. Bruce Spitz, Hedicaid Consultant With The 
Intergoverl\J!'.ental He.:tl th Policy Project, 
George Washington University (I 4) 
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Thursday, October 8, 19!!. 

8:30-8:45 a.m. --------- Registration 
8:45-9:00 a.m. --------- Opening Statement 
9:00-10:00 a.m. -------- Initiation Of A Compe-

titive ffealth Care Market In Virginia, Dr. 
Walter McClure, Nationally Known Proponent 
Of A Competitive Health Care Market 

10:00-10:15 a.m. ------- Questions And Answers 
10:15-10:45 a.m. ------- Panel On Hospital Cost 

Containment/Reimbursement, Reactions To 
Competitive Health Care Market Address 

10:45-11:00 a.m. ------- Coffee Break · 
11:00-11:45.a.m. ------- Panel On Hospital Cost 
Containment/Reimbursement and Dr. McClure: 
Cost Containment Issues in Virginia 

11:45-12:15 p.m. ------- Discussion (Audience 
Participation Encouraged) 

12:15-12:30 p.m. ------- Summary, Dr. Karen Davis, 
Professor of Health Services Administration, 
The.Johns Hopkins School of Hygiene and Public 
Health 

PANEL MEMBERS AND ASSIGNMENT OF ISSUES 

Mr. M. Roy Battista, President, Blue Cross Of 
Southwestern Virginia (# 4) 

Mr. Robert Carter, Chairman Of The Board, 
Virginia Tractor Company (t 3) 

J·. Latane Ware, M.D., President, Richmond 
Surgical And Gynecological Society (# 1) 

Mr. John N. Simpson, President, Richmond Memorial 
Hospital (ft 2) 



MEDICAID/LONG-TEllM CARE ISSUES IN VIRGINIA 

ID view of tile drasttc Changes ID federal policy wblch are presently taking place, we as a nation 
appear to bave drawn back from tile position tbat government bas the responslbWty to provide 
health care for all of Its dtl7.ens. Tbe Impact of this withdrawal from human services on the part of 
the federal government, tile Increasing number of older people, and the deftdts already ezperlenced 
ID Vtqlnla's Medicaid program bave created blAles that VlrglD1a must address: 

1. TO WHOM IS THE STATE OBUGATED TO PROVIDE CARE?
[Sllould a speclftc group, e.a., the categorically needy, be tile only group targeted for care?
Should lndlvlduals wb.o bave led proclucttve Uves be apected to enaust all of their assets ID 
order to provide their own care? When sbould an lndlvldual within the medically needy class 
move Into the categorically needy clalll? Should care be guaranteed only for the older 
categorically needy? Or only for the young and old categorically needy? Should the financial 
ellglbWty be restr1cted narrowly so that the percentqe of the population defined as categorically 
needy would sbrlak? Should only the rebabWtably disabled be provided certain kinds of 
8llllslance (as ID the RebabWtatlon Act) or sbould all bandlcapped and disabled lndlvlduals be 
treated as tlloqll rebabWtable?J 

2. GIVEN THE STATE'S OVERUSE (IN THE OPINION OF MANY) OF NURSING HOME
PLACEMENTS, WHAT ARE SOME OF THE STRATEGIES THAT CAN BE UTllJZED TO PROVIDE
NECES&\RY SERVICES TO THE COMMONWEALTH'S OLDER AND DISABLED CITIZENS?

[Should the care of thole not ID need of IDteDslve aervlces be sb1ftecl back to the communities? 
U ao, wbat kinds of programs (bealtb maintenance plus nee !IH ry medlcal services; social 
matat:eaanc:e serv1ce and nee e 11nry mecllcal services; or only D.eCell8ry medical services), and 
bow sbou1cl tllele programs be designed ID order to deliver tile services ID the most effldent and 
coat effective way? Wbat alternatlve programs are moat easily accepted by the clleats? Is there 
resistance to these programs OD tbe part of the redplents or their families? u ao, bow can this 
resistance be cballeaaed and cbanneled toward posltlve use of tllele programs?] 

3. CAN WE RBAUfflCALLY EXPBCT TO SUSTAIN THE PRESENT LEVEL OF HEALTH CARE
SERVICES FOR THOSE WHO CANNOT PAY THE COSTS IN THE PRESENT HEALTH CARE
MARKET? WOULD A COMPETITIVE MARKET MAKE THIS MAINTENANCE OF QUALITY
IIEALTB SERVICES EASIER? AND IF SO, IN WHAT WAYS?

[Sllould tile auntna home Industry be evaluating Itself ID view of the fortunes wb.lch bave been 
made by certain ladlvlduals tbroUp tile proflts of tile Industry? Is It, ID other words, ethical for 
tile Industry to be accruing laJ'le proffll tbroup tbe care of tile old and unfortunate wblle 
government foots tile bill? Wbat IDcentlvel can be given to tile Industry to curtail Its costs OD Its 
own? Would tile bdtlatloll of a competltlve market IDcreale costs as the corporations must sbow 
a profit? Will VlrglD1a's loq-term care Industry be dominated by three or four corporations? 
And It ao, bow would tbls oUprcby llt IDtD a competitive llealtll care market? Wb.at controls are 
appropriate for 8late government to eDl't OD tile Industry to protect Its Interests? What 
lllceDtlvel can be 1lled to promate effldellcy among tile blltltutlons ID tile Industry? ID other 
words. to reduce operating costs and tile captlal costs per bed?] 

4. WHAT INCENTIVES/ALTERNATIVPS DO WE HAVE AVAILABLE TO REDUCE THE BURDENS
OF THIRD PARTY PAYOR$, WBEIBER MEDICAID, MEDICARE OR IIEALTH INSURANCE?

[Sboukl we advocate tu decl1ldloas of 10041 of tile reBIONble value of the servlcel for doctors 
and pn,pr1etarles wb.o are wtUlq to provide pro bODo aervlces to penons eJl&lble for health 
aervlces under publlcly fUDded programs? Wbat eflectB do IDcentlves for uaer reductton of 
uU11PUon of aemces bave? For mmpte, wb.y not Implement acme 'V8rlatloll of tile MeadoclDo 
pJan. tbat la, wb.y aot pay reclpten1B tor not Ulln& the avallable services even ID. publlcly fllllded 
programs? Wollkl IUCb programs result ID recl.plen1B doing without nee nry services ID order to 
qualify for tile reward? Do c:o-lnlllranc:e and deductible provisions play a sl&Dlflcant role ID 
cm1a1a1ng use of services? Is lt nee! aary or appropriate to provide freedom of cllOlce among 
recl.plen1B of pubBcly twuled bealtb programs? Sbou1cl Vlqlnla be abJe to decide to be a prudent 
buyer of all serv1ces? Now tbat tile option a:1111 to be a prudent buyer and do comparative 
sllopplng, how far Is tile Slate justUled ID carrying out the prudent buyer's rule? At Wbat point 
would aertous 1Dfrm1ement of IDdlvldual freedom occur? . CU tile prudent buyer's rule be 
lmplemeDted by tile Slate Wblle still maintatnmg a aemb1ance of freedom of cllolce for the 
lndlvldua1? Are alternative deUvery systems,. IUCb as Independent provider agreements and 
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BMO's, satisfactory means of recluclng third party payments? Woulcl tllele or other alternatlve 
delivery systems provide adequate/ettectlve care tor reclpleD1s? Are these types of .. at rlst" 
proarams appeallng to doctors and other health proteaaloDals under tile present market 
conclltlons? Bow would conclltlons have to cbaqe tor these PJ'08l'8IDI to become attractive to 
more doctors and health care profeaalonall? What other reductions In aervlces or adjustments In 
approaches should tile Vlr8lnla Medicaid propam CODSlder lmplementlq?J 
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HOSPITAL COST CONTAINMENT/REIMBURSEMENT ISSUES IN VIRGINIA 

Hospital costs are estimated to represent 40% of the total cost of health care, which was over 9% 
or appromnately 230 bllllon dollars of the Gross Nattonal Product ID 1980. This year, hospital costs 
are said to be tncreastng by 18 to 20 percent The tradtttonal stresses of the free enterprise market 
do not affect the hospital Industry, prtndpally because the reimbursement system Is cost based and 
the majority of payments are made by third party payors. Only the health care Industry Is assured 
of recouptng Its costs and no other lndustry runs so little "'risk" of non-payment The health care 
lndustry, especially hospitals, bas been stimulated for unnecemary growth and tneffldent operatton 
without tncurrtng any of the penalttes of the compettttve market place. As the costs skyrocket, the 
Commonwealth's budget Is stratned, and the federal government backs out of health planning. 
Vlqtnla must constder the tntttatton of a compettttve health market, which raises tile following 
crlttcal Issues: 

1. SINCE CONTROL OF INFLATION APPEARS� IS VIRGINIA'S ONLY ALTERNATIVE
TO CONTROL UTILIZATION OF AND INTENSITY OF SERVICES?

[Would a comprehensive consumer education program be cost«fecttve as It would enllgllten the 
clttzenry about the effects of tndlscrJmlnate use of medical services? Bow can the consumer be 
Induced to comparative shop for llealtb care? And how would this affect uttllmtton and Intensity 
of services? Could this ttnd of educational program be coupled with rewards or penalttes. for 
reduction tn use? These mtgllt tnclude money payments, reduced Insurance premiums, or 
coverage of cerlatn apenslve services (which are ordfnartly not offered) on a one-time basts, 
such as eye enminattons, speclflc dental procedures, or cosmettc surgery? Should the functtons 
of tile Profelllonal standards Review Orpnlzatlons be 8llllllled by the private sector tn order to 
modify physicians' bebavlor to eliminate uaoecesnry or duplicative services and uonecessartiy 
extended hospital stays? Should the Slate carefully enmtoe the role of some of the 
paraprofesalonaJs and allled health professionals as provlden of "'extras" which are not always 
necessary or cost effecttve? Are the state health Insurance mandates drlvtng up utt.Umtton and 
costs? Is lt, then, appropriate for tile Slate to require the purchase of certain services? Or does 
the Slate bave to protect the citizens by requbiD& these coverages? If these coverages are 
nece11ary for tile protectlOD of the dttr.enry, then how can the health lndustry ID Vlrgfnfa, 
spectflcally tile psyehtatrlc llospttals, be lnduced to provide treatment to pattents, whenever 
poaslble, that does not enaust tile pattents' ellgfbWty for third party payment? Can prepaid 
PfOll'BIIIS be designed for Virginia tbat will provide adequate care for the consumer and reduce 
utlllza.Uon? If so, whet are tile Ideal Pl'Oll'81DS for Vlqtnla?] 

2. BECAUSE THE INITIATION OF A COMPETl'nVE MARKET IS PREDICTED TO TAKE AT
LEAST TEN YEARS, WHAT REGULATORY STATUTES/PROCEDURES SHOULD BE
IMPLEMENTED/MAINTAINED FOR THE PRESENT AND PHASED OUT OVER THE YEARS AS
COMPE'IIIION BECOMES A REALITY?

[Should Vlqtnla deslp and Implement a !ocal/reaiOnal/statewtde health planoto1 program ID 
view of tile federal wttlldrawal trom this program? WW health plaaaiq become a crtttcal 
necessity for tile Commonwealth as tile restndll1s of tile pJanata1 orpa•zattoas are removed? 
Bow can the COmmonwealtll provide a forum which would allow the health lndustry 
spotespersons, state health department offlctals, busloeas people and tasunmce lndustry 
executives to reach a comeasus on Vfrgbda's health plaaa•ag? Should certtftcate of public need 
be retained regant1els of tile federai requirements? Should tile certtftcete of need program 
reevaluate Its crlterta tn Upt of the reviled 811 e ment of Individuals' needs taking place ID 
Medlceld and other propams? Sil� cerlatn coastructton projects such as parting lots and 
energy retroftts only or reductions in services and dlscollttnuatton of beds be automettcally 
approved under certtftcete of need or not subject to It? Are there acldlttons or alteraattves to tile 
certtftcete of need program whfcll would place ltmltatlons on or apply pressures to capital 
Investments tn the medfcal/llealtll care market? Should tile present advisory hospital cost review 
program be made a mandatory program tn vtew of poalble future federal tncenttve payments? 
And tf so, should this program be extended to other segments of tile health care lndustry such 
as nursing homes?] 

3. CAN VOLUNTARY INCENTIVES FOR HEALTH CARE COSTS CONTAINMENT BE EFFECTIVELY
IMPLEMENTED IN VIRGINIA?

[Should Vlqtnla tntttate an lndustry-state government coalltton to help control health care 
lndustry costs ? Stnce lndustry represents 80% of the buyers of health care Insurance, could 
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such a coalltlon provide business people with Information needed to choose the best and 
cheapest insurance coverage for their companies' employees? Could a coal1Uon of this kind 
promote such concepts as swing beds, buy backs of under-utllm!cl beds from fadlltles or 
publlcatton of comparative data on hospital cost ln order to control the market more effectlvely? 
If comparative data could be collected and disseminated, sllould the focus of the Professional 
Standards Review Orpnimttons be revised to more closely parallel the Vlrpda Hospital Rate 
Review Program's work by evaluating services on an Item basis rather than as a whole, for 
example, the length of stays for spedflc procedures and the cost of spedflc services? Would 
comparative data provide the business community with a better understndlng of the health care 
market? And If published and widely cUstrlbuted, would such data provide a voluntary lncentlve 
for the health care Industry to contain Its cost and become more competitive?] 

4. BOW CAN THE DIFFERENT SEGMENTS OF THE HEALTH CARE INDUSTRY, (NURSING
ROMES, LONG-TERM CARE FACILITIES, HOSPITALS AND THIRD PARTY PAYORS) BE
RESTRUCTURED TO PROMOTE COMPETITION AND CONTAIN COSTS FOR THE STATE?

[Should the components of the hospital Industry be examined carefully ln order to understand 
the factors Involved ln health care, for example, labor needs and practices, hospital competltlon 
for professional staff, stafflng of beds, use of medlcatton, duplication of services, and the 
methods of calculating operating costs? Should the CODtrol of the hospital Industry be examined 
carefully to assess possible confllct of Interest situations, such as contractors entering the 
hospltal/nurslag home Industry tbroup the use of municipal bonds to build fadlltles which may 
not be needed? Bow can the practice of engaging ln unrelated proflt-rnaJrlng ventures by 
nonprofit lastltutlons be controlled? Bow can the lncrease ln proprietary chalDs be Influenced 
and the prollferatlon of fake.oven by proprietary cbalns of nonproprtetary lastltutlons be 
controlled? Do such capital Investments, which are commonplace occurences ln a tree enterprise 
system, represent a trend towards an even more restricted market? Bow are these fake.overs ln 
the health care Industry different from slmUar business transactions ln other Industries? Do 
these acqutsltlons serve to Increase costs? U so, how can the Commonwealth protect Itself from 
this phenomenon? Would restructuring the reimbursement system accomplllb this end? Should 
the Commonwealth close uncler-utill%ed · bospltals or require cUscoatlnuatloD of under-utllaed 
services ln view of the State's sbare ln the bW and the llmltatlons on funds? Bow can quallfled, 
experlenet:d physicians be Induced to engage ln "risk taking" ventures or other forms of prepaid 
care ln which profits are not as high as presently spected? can physicians take control of the 
policing of their profession? Should the Board of Medlctne's authority be lncreased for this 
purpose? Should the State require Insurance companies operating ln the State to form pools to 
lsme or relasure policies on the unlDSurecl, thereby sblftlng the burden of this cost to the private 
insurer risk pool? Should the State revise or eJlmlaate state mandates? Should the State conslder 
a comprehensive State Health Insurance Law? Should the lncrease ln lelf-lnsuren among 
undercapltallzed lnclustrles . be subjected to scrutiny and some controls consldered? Should the 
role of the professional licensing officer ln the health care market be reexamined vlH-vls the 
rising costs of care and the glamorous appeal of the health care Industry which Is consldered 
synonymous with status and money? Rave we been promoting dupllcatton of upertlse and 

. expectations of Income tbroup llcensure? Or Is llcensure nec!•ary regulatlon for the public 
safety? Can alternative methods of service deJlvery be Introduced and flourlsb. ln Vlqlnla and 
how can the State assist effldent, cost4ectlve development of these alternatives while ensuring 
quality, sensitive care for their users?] 
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APPENDIX C 

Da1a derived by tbe Department of Preventive Medicine, School of Medicine, Medical College 
of Virginia. Virginia Commonwealth University 
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CHARGES FOR SELECTED MEDICATIONS COMPARED IN 
10 RICHMOND HOSPITALS, February 1981 

S400 
MAALOX 30ml 7times a day x 14d RANGE So-236.18 

j MEDIAN Sg0.65 
200 1 

On OnoO_n 
*�. B C *o E F G H I J

Sl,OOO CIMETIDINE 300mg q.id. x 14d

800 
600 
400 
200 

A B C D E F G H  I J 

s,
,200 GENTAMICIN 80mg q. 8hr. x 14d

1,000 
800 
600 
400 
200 

A B C D E F G H I J 

*No charge
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RANGE *28.00-952.00 
MEDIAN S91.oo 

RANGE S112.oo-t,134.00 
MEDIAN S434,70 



COMPARISON OF SELECTED CHARGES BY 

10 RICHMOND HOSPITALS, February 1981 

s
400 

PRIVATE ROOM/DAY RANGE S114-153 

i
MEDIAN St27 

200 

o a o:o o o o o on
A B C D E F G H I J 

saoo ICU BED/DAY RANGE •275-405 

� 

MEDIAN S2e5 
400 

n 200 .ooooonoon 
A B C D E F G H I J 

•soo 
FOUR HOURS IN OR

. 

... ...

600 

400

200 

.

-

A B C D E F G H I J 
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RANGE S375-744 
MEDIAN S5s3 



CHARGES FOR SELECTED LAB TESTS COMPARED 

IN 10 RICHMOND HOSPITALS, February 1981 

S30 CBC ( Coulter S) RANGE •1.00-2500 

�� � n n n n n n � n n 
n MEDIAN Sis� 

A B C D E F G H I J 

s40 SMA 12

30 

20 

10 

A B C D E F G H I J 

s
50 

OIGOXIN LEVEL 
-

40 
30

20 
10 

·.•

-

-

-
-

-
-

A B C D E F G H I J 

RANGE *15.00-35.00 
MEDIAN *19.38 

RANGE *ie.00-44.88 
MEDIAN *25.88 
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CHARGES FOR SELECTED RADIOLOGICAL 
PROCEDURES IN 10 RICHMOND HOSPITALS, 

February 1981 

•ao 
CHEST X-RAY ( PA and lateral) RANGE s,4.50-'39.00 
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RANGE $37.50-138.00 
MEDIAN Ssl.25 

RANGE S47.oo-122.oo 
MEDIAN S74_00 
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RICHMOND AREA HOSPITALS 

Blue Cross Claims Experience - 1980 

Average Charge a Average Length of Stay 

Per Appendectomy 
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RICHMOND AREA HOSPITALS 

Blue Cross Claims Experience - 1980 

Average Charge 8 Average Length of Stay 
Per Breast Biopsy 
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Per Tubal Ligation 
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