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Philip R. Lee, M.D., Assistant Secrotary o o Fobruary 16, 1968
for Health and Scientific Affairs g S

y Associate Directo?, NIH, and Director
.’ . Division of Regional Medical Programs

Projected Need for Regional Medical Program Grant Funds - Fiscal IR
+ ' Years 1969-1973 ' - L

\.i " Aswe approach congressional hearings on the legislation extending the
“ "’ authority for Regional Medical Program grants, we believe strongly

5 that the most important objective to be sought in the legislative
vﬂﬁﬁvﬁh- action Ls an authorization level for future years sufficient to insure
- " - the continued viability of the Reglonal Medical Programs. The

% °  legislative proposal submitted by NIH on October 12, 1967, stated the
o+ guthorization levels neaded through fiscal ycar 1973 as follows:

S

Fiscal Year .-~ ' ... .  Authorizestion (million of dollars) '~
¢ 1969 St $100 - o Pache
1970 - 200 Soo o
1971 - o 300 o g
ETRNE 1972 ) } Y R o ‘
Rre 1973 o 500 B

Further information and analysis confirms and strengthens these
projections of need. . : -

' ‘Projectcd Operational CGrant Awaxrds

The essential component of our projection of needs is the estimate of
. effective demand for operational grants based on our initial experience
with operational grant applications extended to the other Regional

' Medical Programs and projected to 1973.

This projection of program needs is based on our initial experience with
. the award of operational grants during fiscal yecars 1967 and 1968, and
the subsequent growth of the first operational Regional Medical Program
/"7 through supplemental grant awards., This projection is confirmed by L
NN {nformation obtained from all Regional Medical Programs during the week ‘-
i . of February 12, 1968, However, wec should emphasize that the projections
given are not requests for funds but estimated swards allowing for
. yeduction of requests by action of the National Advisory Council. A
full description of the derivation of the projections is given in a:
later section of this memorandum, & e e
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‘ Projected Operat1ova1 Grant Awards
PR : Recional ledical Programs
167-1973 - : L :
(million of dollars). e S

El - N
T .
B A

rriser 1968 199 loo 1971 1972 1973 .

Initial operational avard"_s, - T e e ~,,_‘_7 T  ;-. ,-u;.n g - :,ﬂV,i iji f;f.f.‘

during fiscal year 1967 ‘mfﬂ 6.1 . 9.2 16.1 21.7 - . 28.2 0 33.3 . 40.0
(4 regions) : T s T S o el

InitlaIIOperational award' % U - S L T e - , v
during fiscal year 1°68 N A 40.5 60.§ 116.4 157.1 . 206.2 255:31

(20 regLOns) Do ‘j T e O R IR

Initial operational award - .
during f*scal year 1969 =~ - oo _ T
30 - ’rio'ng) ;_: ~ Av_ _ . -~-_ i . B -j : —. ;;:v y .

135.5  182.9  237.8.7.

Total e Zcctive demand:fOt I T LT

operaticnal grant awards -~ - 6.1 49.7 .320.8
c - - = -




. - ) .
r o . :
3
G
L

It is obvious that these projections of necd give a totally different

~ plecture of the future of Regional Mcdical Programs than tho projections

included in the lealth Memorandum for the Programming, Planning, and
Budgeting System. In fact, the divergence is so great that it is our
firm conviction that if the PPB projections were translated into ‘
authorization ceilings for the ncxt five years the efforts now underway
in Reglional Medical Programs would fall far short in achieving the
program objectives and in many reglons the progross already made will
be dissipated. The following factors strengthen the force of our
conclusion:

" .1, The requests for funds received by the Division of Repional Medical

Programs veprescent the end product of a reglonal decision-making process

. that has set priorities for action and has provided a revicw of the

quality of spocific projects being proposced. Tho grant application
represents a scloction af the RMP level among the activitics to meet
patient needs proposed from within the region. The cstablishment and

. functioning of this regional decision-making fremework; which involves
~ considerable investments of donated time by the participants, can be

" maintained only if there is a reasonable expectation that thelr efforts
. will result in a workable program that can make substantial progress

. towards their regionally determined health goals. :

2. The previous history of this program, including tho original HEW )
cost projection stated during the hcarings end the authorization ceilings
of P.L. 89-239, have set the expectation levels of the individuals aend
institutions involved in the Regional Mcdical Programs, If these
expcctations are shattered, these groups could legitimately claim that
they have been misled by the Federal Government and the resulting

disillusion could impede further Faederal efforts to stimulate cooperative o

action in the hecalth field.

. 3, The magnituda of the challenge represented by the charge to
. Regional Medical Programs has become more apparent as regions have

orpanized themsclves for this offort. The size and difficulty of the
initial organizational efforts has delayed movement of the programs into

the operational phase, but these same factors contribute to the magnitude o

of the operational activity that cmerges from these organizational and

| ' planning efforts. It takes longer to plen and organize a large activity

than a small one,

For these reasons, we are absolutely convinced that the authorizatibn
ceilings proposed by the Administration during the hearings on extension

of the program must approximate the projections provided in this .
' memorandum Lif Regional Medical Programs are to succeed in accomplishing
" . their role in achieving major national health goals. .
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.;QQ;f~ Basia for the Projections

‘;Xafj* , Operational experience to date, coupled with recent Regional Program
et egtimates of their future fund "requirements," indicates that the
~ "agpregate effective demand". for RMP grant funds will be as follows:

“FY 69 © FY 70 . FY 7L = FY 72 FY 73

‘3! Planning Y

«
¥

$ 20.8  §12.5 |
' .. Operational §131.9  $215.8  $320.8 _ $420.4 _ §533.1

SRS

Y. Ycontinued planning becomes an integral part of operati&nal programs
’ as RMP develops : ‘

“u.'The principal factors shaping apgregate effective demand are:

NARE « The number of opcrational Regional Programs; and
"', tho salient characteristics of those Reglons (e.g.,

T health resourcaes, incidence and prevAlence of discase,
population),

"+ Their "demand” for funds as cxpresscd by operational Y a
grant requests (i.a., applications alrcady reviewed and -
approved by the Reglonal Advisory Group). ol

. The mexits of such proposals in terms of achioviﬁg
‘the purpose of the progrem as detcrmined by the review
and approval process (e.g., National Advisory Council).

The grant requests reflect reglonal judgments and decisions with respect

existing resources and their own state of readiness.

4y 4= © - Ag indicated, projlected aggregate effective demand will subetantially

e oxeeed $100 million in 1969, surpass $300 million by 1971, and reach )
#ilae $500 million or more by 1973, Tho calculation of these projections is

_set forth in Table 1. In summaxy: .

[ B
P . By the end of the current fiscal yecar, approximately 24
PN ~ (or slightly less than onc-half) of the 54 Regional Medical -
* Programs will have entered the initial operational phase;
and by the end of fiscal year 1969, all of the Regionsl
‘will be operational. - .~ . . . o

K

to their particular neceds and scheme of prioritics, taking into account ﬁfﬂ



.. - . The aggregate effective demand of the 20 additional

e Regions that will become operational this year

R totals about $40 millifon in their base year (01);
s ~ ond that of the 30 Reglons becoming operational

' in fiscal year 1969, approximately $55 million,

ST "+ In extrapolating the initial aggregate effcctive demand
‘ of operational Reglons, a growth rate or factor of 50%
is indicated in their second year (02); and 75% in
their third year (03). A declining growth rate is
A ind{cated in succeceding years--04 (35%), 05 (30%),
I 06 (25%), and 07 (207%).

 Several assumptions have been made in the above projectiona of RMP
aggregate effective demand through 1973,

T Regions will become operational during fiscal years ‘ :-
G 1968-1969 as predicted.

"+ Opcrational experience to date, though limited, .
. provides a reasonably valid and relevant basis
for gauging the sggregate cffective demand for

- RMP funds over the next 3-5 years. That is:, -

= Initial oporational grant requests and S
. approvals will voughly follow tha pattexrn . :
‘ catablighed by the firat operational nwarda Lo
L already made. o

- = The "growth rate" will roughly correspond o
" to that already suggested by the first B e
Lo , opcrational progrems and the considored
et pradictions of the Regional Programs,

© W ., The level of RMP appropriations during this period o
SR S will not be so significantly below the aggregate
e s effective demand as to materially alter that demand
I C IR in succeeding years, .

i Eight Regions already have been awarded initiael operational grants.
' Applications of 9 others have bcen submitted and are under revicw,
' and a large number of Reglons are known to ba developing applications. ~
It is anticipated that 7 or 8 of this group will submit their initial
operational grant applications in time for them to be acted upon and

awnrds made by Juno 30 (tea Table 2). Theso operationnl Rogionn--the

K




:.f 4 funded in fiscal year 1967 and the 20 that it in antlcipated will ba
funded this ycar--encompass approximately 45% of the Nation's population,

It is fully anticipated that the remaining 30 Reglons will entor

tha oparational phase in fiscal ycar 1969, A recent survey of all .
Reglonal Programa support this estimate as does the general pattern

of opcrational grant submissions to date.

-The aggregaete effoctive demand for the base period~~20 Regions in
cw 7 figcal year 1968 and 30 in fiscal year 1969--has been calculated so as
“ii4 to coxreapond roughly to that reflected by the 8 initlal operational
v oo avards made to date. (Sea Table 3) In per capita terms, tho aggregate
G cffective demand reflected by these awarda comes to noarly $.50; and
ea) - thus, the first-yecar amounts for the 20 Regions (population 81 million)
becoming operational this yecar would be $40,5 million, and $55.5 million
for tha 30 Regions (population 110 million) in fiscal year 1969.

. Growth rates of 507 to 757 respoctively in the sccond and third ycars
were employed since available date provides good evidenca that the o
aggregata cffective demend will more than double in the £irst three b
ycars., For ecxample, the projected secondeycar increase for those &

grants in fiscal yoar 1967 48 roughly two thirda. (Sce Table 4)
This increase reflects the fact, expected to be typical, that initial
opcrational awards represent only the first otage of the operational
program, The expectation of stepwise development is stated in the
Division of Regional Medical Progroms' CGuidelinecs. All Reglons were
racontly surveyed as to their estimated annual fund requirements during
e the period 1969-73. A comparison of the cstimated third-ycor roquircments
:* . for those 8 Reglons which alrcady have first-year operational proprams
' underway shows an anticipated thixde-year need that is nearly double ‘
DR theix first-year level of funding. (Sea Table 7) Thus, the growth ratas
.anto . applicd would appear, 1f anything, to "understate" the aggregate effective .
o domand.

Bocause thera is little or nothing in the way of a relevant data base
- and since reglonal "predictiona" three or four ycars hcnae ore doubtless
ui% loss relinble indicators of aggregate cffoctive domand, forcenating
D growth rates for succeeding years 1s far more difficult. Reglonal

B "prodictiona” do sugpest decline in the growth rate in the fourth and

T fifth years, but there is no indication that & shorp leveling off will
S occur and a "plateau" reached until the sixth or seventh ycars at the
2. ' ecarliest, Thus, a rate declining to 207 in the seventh ycar has been
SO used, Such a percentage incrcase, it might be noted, perhaps comes close
" " to what cost-of-living increasea. pOpulation g:owth. and similar factors |

e might requtre. o . , ‘

Regional Medical Programs which were awarded theilr inftial operational ,. 1i~'



. Programs are being projected:

Additional Growvth Factors

A number of other important factors which are likely to influence the
future development of Regional Mcdical Progrems during the 5 ycsrs
ahcad are not specifically ecncompagssed by the projections desecribed in
this memorandum since the projections are based on extrapolations from
current RMP experience. This is not the place for a full discussion
of these factoxrs yet a brief mention of some of the more important

_provides a better scnse of the framework of the problems of the

orgenization and delivery of health services into which Regional Mcdical“ ;

“+ 1. Regional Medical Programs caeme into being because of the idonti- '*L¢f‘

fication of the gap betwcen tha level of carxe baing made possible by

. the advance of medical knowledpge and the actual care being delivered

to most of the population. With the continuad development of medical
scicnce and the full rcalizatfon of our still limited experience with .
a sizable medical rescarch establishment, the next 5 yoars arc likely R

to witnesa important advances in medical capabilities that will nced

to be implemented into the broader healthecare system, Many of the R
major medical rescarch activities alrcady underway, such as the artifical
heart-myocardial infarction reascarch program, the virus-leukemia program, -
and others, are delibcrately intended to create the kind of medical PR
advance that could logically be implemented through the Reglonal Medical

~ Programs,

. 2. The initial operational activitics of the Regional Medical Programs

now underway do not affect equally all of the population groups and
geograpliical arcas within the Region. Most of the Regions are developing

. . . subregional framewoxrks for planning and action, which will insure the

extension of RMP activitles to all arcas of the Reglon over time.
However, the initial oporational grants do not reflect in any casc the

' ‘, full coverage of the population of a Region. This underestimation of

tho ultimate magnitude of en RMP is further accentuaged by the alower
propress in developing RMP activitics for specific population groups
which raise particularly difficult hoalth-care problems, such as the A0
population of the "urban core." The ultimate involvement in effective
action of tha full array of hecalth resources within a Raegion and the
extension of tha benefits of the program to the total population, which
18 its ultimate objcctive, could expand the scope of Regional Medical
Programs beyond that reflectad in these projections,

3, The particular needs for f{mprovement in the organization and delivery

" of health services for which the Regional Medical Program mechanism

is woll designed will become more clearly evident in the coming 5 years. -
The need for improved mechanisms of ambulgtory care, for example, and



tho welationship of those mechanisms to the broader healthecare syatem
will be a particular challenge for the Replonal Medical Prosrams as
they attempt to relate the full capability of a Reglon forx high-quallty
health services to the array of neccds within that Regilon. The pressures
from the rising costs of medical care will also lend preator cmphasis
to improvements in the efficiency and effcctlvencss of the health~care
system with moxe-attention to the interrelationships of the spoclalized
elements of the system,

&, Thera will ba a cross=fertilizatlon of idcas and proven developments

emong; Regional Medical Proprams as cachh of the Replonal Medical Irosroms
develops., The potential of the Regional Medical Programs learning from
cach other in the development of cffective programs was demoastyated

©o impressively at the reccent Confercnce-Workshop on Reglonal Medical

Programs attended by over 800 persons. This Confercnce=Workshop was
the first fall-scale exemple of the ability of Regilonal Mcdical Proprans

~ to learn from cach other. This factor is inadequately repeesented in
- the first operational activitics, which have risen primarily from idcas
: within the particular Reglon's capabilities.
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fvf f 20
.;30

Regions at 05

TABLE 1

PROJECTION OF RMP AGGREGATE EFFECTIVE DEMAND
(in millions) = ..

Regions at Ol

Regions at 02
Regions at 01

Regions at 03
Regions at 02
Regions at 01

Regions at 04
Regions at 03
Regions at 02

Regions at 03
Regions at 04

Regions at 03

Regions at 06
Regions at 05
Regions at 06

Regions at 07
Regions at 06

:level

level
level

level’
level
level

level
level
level

level
level

level

level
level

'level

level:
level’

($135.5 x 1.35)

level

[ .
S

(Base) "

- 6.2

. TOTAL  $6.2

($6.2 x 1.5) ‘” , $ 9.2
(Base) ¥ 40.5
. TOTAL $ 49,7

(9.2 x 1. 75) $ 16.1
(540.5 x 1. 5) .gﬂ 60.8
(Base) R 55.0
TOTAL $131.9

($16.1 x 1.3 ) s 21,7
(560.8 x 1.75) - 116.4
($55 x 1.5) 77.5
- TOTAL  §$215.6

($21.7 x 1.3) };{‘ $ 28.2
(5116.4 x 1.35) 157.1
($77.5 x 1.75) 135.5

. /MOTAL  $320.8

($28.2 x 1.25) - $33.3
($157.1 x 1.3) ./ 204, 2
182.9

(633.3 x 1.2) ‘J%7 $ 40.0
(8204.2 x 1.25) - 255.3
(sxaz 9 x 1.3) i 237.8

TofAL $420.4

*;:OTAL,¢$S33~1;¢ 3




o L o . TABLE 2

OPERATIONAL REGIONS = ACTUAL AND ANTICIPATED
Co (By June 30, 1968) ;. .

Awarded (4) U
Albany Sl Kansas ‘
Intermountain =~ 0 - Missouri

FY68 ~ 20 (est.)

YN Awarded (4) AR A

- Rochester R ‘Washington-Alaska .

.ol - Tennessee Mid-South’ . = Wisconsin L
‘!"‘»‘ . "( . ‘.':". !
f“f Pending Review (9) R Q';. BT
R California .+ " North Carolima - . ' - U

" Central New York . -~ Oregon e
'~ Metropolitan D.C,. ' . South Carolina  « .+ .
Mountain States | Western New York . '
New Mexico - - o o

Michigan ‘

- Noxtheastern Ohio
ﬁv'Northern New England
Northlands '
Oklahoma

Alabama ;
Central Ohio
Connecticut -




o - ’ = " 'TABLE 3

INITIAL OPERATIONAL GRANTS Lo
- (Awarded to Date) -
P First Year - Population IR
Region . <+ 7. Grant Award E (in millions) .
Albany . § 915,000 " T 1.9 \ REREE
Kansas ot $1,077,000 R 2.3 : RE
Intermountain o $1,748,000 2.2 :
Missouri , L 82,494,000 2.2
Rochester : :' $ 255,487 1.3 W
Tennessee Mid- South 51,630,304 2.7 :
Washington-Alaska $1,032,003 3.4
Wisconsin .- oo 8 541, 434 4,2
w4 TOTAL - *g‘ $9,693,228 20.2 .




- FEC T TABLE &

ESTIMATES OF SECOND-YEAR FUNDING -
OF FIRST FOUR OPERATIONAL REGIONS
(Rounded to nearest thous.)

L) (2) 3) . 4 . ) o) o (6) @
: , 7 ‘ Supplementals ol e

First Year . » . ST Second Year Total
Grant Award Region N Approved Pending Anticipated Est. Base Second Year
$ 919,000 Albany $ 4,000 $ - ‘ $ 160,000 $ 919,000 $1,180,000

1,791,000 Kansas S A - 445,000 : 2,000,000 1,076,000 2,299,000

1,076,000 Intermountain 247,000 v Co- 800,000 1,791,000 2,439,000

2,494,000 _Missouri ‘ 387,000 1,252,000 880,000 2,494,000 3,954,000
$6,280,000 . ‘ - $637,000 $1,692,000 $3,840,000 $6,280,000 $10,482,000

T L SR

NOTE: Total second Year (col. 7) computed on the basis of continuation of the actual initial First Year . -~ . .-
Awvard (col. 1) at that same level (col. 6), plus supplements already Approved (col. 3), plus 50% = -
of Pending (col. &) and Anticipated (col 5.) supplements. Anticipated supplements are based upon -
a recent telephone survey. Past experience indicates that amount actually requested exceeds such
"oredictions"”. (See Table 5.) Furthermore, approvals of both initial and supplemental operational - -
grant applications has been approximately 60% of the amounts requested. (See Table 5.) This LAt
gives a projected increase for these Regions of $4.2 million or 677% over their first year totals. :




ot | ‘ TABLE 5

ANTICIPATED AND ACTUAL
OPERATIONAL GRANT RULQUESTS

. Region ,U j'f . : Indicated - Actual
. California 7 $1,200,000 . $3,500,000
- Central New York e 320,000 251,775
District of Columbia ~ = ' 800,000 696,328
- Mountain States EEEE 100,000 © 206,913
. New Mexico L 180,000 , 634,974
* North Carolina - 1,000,000 1,570,067
"' Oregon : RIS . 200,000 179,242 !
.. Rochester NP 210,000 359,985
;i Tennessee Mid-South T 2,400,000 3,059,872 '
. Washington-Alaska . 1,000,000 1,234,293
Subtotal - ___$7,410,000  $11,693,449 (158%)
' Kansas (Supplement) 7. $2,400,000 $ 446,671 af
"/ Missouri (Supplement) S 1,100,000 1,251,818
l‘ . .. subtotal ' .__$3,500,000 $1,698,489 __ (49%) .
.+, TOTAL' [ ': $10,910,000  $13,391,938  (123%)

" NOTE: Based upon a telephone survey of all Reglonal Prpgrams made in early
" October 1967, it was estimated that 34 initial and 13 supplemental operational
.- grant proposals would be submitted by June 30, 1968, with 20 of these submissions
", scheduled to take place by February 1, Twelve of the 20 were actually submitted .
. by that date. While submissions have been slower than was indicated, the ‘
. amounts actually requested exceed those "predicted" by the regional respondents
" at the time of the survey. | C ' C

" af Reglon has since indicated that it plans to submit another supplemental
request for $2 million later this year. o . :
" ' C - l I'\" i V‘“ LI . .
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..‘ LT B TABLE 6
S .} .. OPERATIONAL GRANT AMOUNTS
e : .. . ! " REQUESTED AND AWARDED
‘ " Region ' Requested Awarded
.- Initial: o
" .. Albany $1,702,423 $ 918,665
. .Kansas 2,811,072 ' 1,076,600
..~ Intermountain ‘ 2,238,315 - 1,790,6()3
.. Missouri 4,326,996 2,493,841
", Rochester 279,040 255,487
! Tennessee Mid-South 3,033,514 1,630,304
" Washington-Alaska 1,290,919 1,032,003
. Wisconsin y ' v 541,434 541,434
Subtotal $16,223,713 $9,738,937 _ (60%)
.j.»( Supplementals - ‘ _""" e v
TR Albany R $ 2,845 $ 2,845
E Intermountain 798,480 247,520
‘Missouri . 387,000 394,062
Wisconsin 99,215 88,715
Subtotal $1,297,040 $733,142 (57.4%)
' $17,520,753 $10,472,079 (59.7%)




PROJECTLED TREIRD-YEAR OPERATIONAL FURD REQUIREMENTS FOR SELECTED REGIONS
(Rounded to the nearest thousand)

First Year

¥

—~—

Third Year

TABLE 7

Projected Increase

Region Grant Award Fund Requirements Amount Per Cent
Albany $ 918,000 $3,155,000 $2,236,000 2437
Intermountain 1,790,000 4,200,000 2,410,000 1357,
Kansas . 1,076,000 4,400,000 3,323,000 309%
Missouri - 2,493,000 6,000,000 3,506,000. 1417
‘Rochester 255,000 2,300,000 2,045,000 8027
Tennessee Mid-South 1,630,000 3,000,000 1,370,000 847,
Washington-Alaska 1,032,000 2,600,000 1,568,000 1527
Wisconsin 541,000 4,000,000 3,549,000 640%-
$19,126,000 - 1972

$29,655,000

TOTAL $9,739,000

NOTE: There is a strong correlation between those Regions projecting significant increases in thei

third year requirements and those with small initial operational grants in per capita terms,

e.g., Wisconsin (13¢), Rochester (21¢), and Kansas (49¢). Application of the aggregate
effective demand "formula" for these same 8 Regions indicates a third-year fund requirement

of $25.6 million.. . - .. .. .7



