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MINORANDUN :rOR CAROL RASCO 

LYNN MARGHERIO 

,SUBJSOTr MBTPATH/DIRiCT 8ILtIN 

During the reoonoiliation proce8.~ tPath, a eub8idi ry of 
Corning, Inc., will urge for the ~ dment of the Pub io Health 

, ,Service Act to require direct biltin~ lor 011 loborot ry testing. 

BACKGROUND: 	 I ! 

When clinical laboratories perfo4m t.sts for physicia 's Offices, 
,the physioian, ~ the Laboratory" biLls the patient r the 
third-party insurer tor the test.: Tne physician typi ally adds 
an "interpretation" charge to the,la~oratory!. base 0 arge.
MetPBth oites a 1966 survey of l,~oolprimary care 1200 ors by
Market Facts, Inc. tnat reports an stereoe PhYSiClan ark-up of 
139t. I i 

I I 
Most states do not require direct!bi ling by laborato iee. Only 
a handful of states - - Michigan, !Rh de Island, Conne ticut, 

billing. 

patients. 

on 


Medicare. 


• 	 ten percent 
for teats 

28 paraant 
Heal.th 

• 	 ieara in 
1 9 ga (Center for Health l Po~ioy Stl.lcUas) una o:ireot 
billing. By removing f~nancial inoentive. hat eBiet 
for privata-pay patient, t~ per£orm more te te, 
physician. will p.rformfe~er tests overall A brief 
oonversationwith HHS e~gg~sta that they do not believe 
that tho sevings will b~ this great, but th ~ were not 
prepared to provide aoo h~ estimate • 

Pennsylvania and New York - - hav d rect billing. 

ARGUMENT FOR PROPOSAL: 

MetPath argues that direct billin 
Further, by lowering p

private sector, the federal gover 

w 11 reduce prices for 
io s .<and utilizati n) in the 

t will save mone 

Laboratory test prices ~ha gad are eight to 
higher in statea that p rm t doctors to bil 
they co not perform. U il,zation rates ara 
lower in CiraQt.billinS.,8tit••. (Center for 
Policy Stu<U.III) 

Matpatb cl.im. Geving. Af $195 million for 

... '"1''''''''' "':-'" 



t them on 
to take.on 
illing. 

requiring 
••-for
ain <Jo~lar 
the 
budgeted
the kind 

IIIiIrk up 
Y Dot want 

ssua pre 

• By requiring direct billin , we may be 8441 g 
a~d1tionBl haaale to COnau era. If they go to a doctor 
and have 8 teet done. i~t ad of getting on bill,
they'll now get two. (f Qu'd like, I ·can follow up
with MetPeth to see if e have a proposal that might 

SENT BY:The White House 5-18-93 ; 1 1 : 39AM 

ARGUMENT AGAINST PROPOSAL: 

address this concern.) I 

• 	 Also, physicians will stro Sly oppose this, 
taking away a source of re enues. If we w 
our aide for health rof rm WO may not want 
this battle over e micro i sue like direct 

.. 	 Under the new system we;'re:propoaing , wo're 
all plana to livo with~ aiovoget (whether 
service, HMO or PPO).labs will get a cor 
amount for a patient and wtll have to manag
overall coste to treat ~he patient. unde~ 
IIIYllltem, phYlilioianll will!no, be able to atta 
of markup that currentli" er'ietS. 

lUSCOMMBNDATION; 

III principle, we would agree that~·Ph~l'iician. ahouldD' 
the "price on lab te.t. they dir.tn' p form. But, we 
to gat involved in this POl1t1cal f1 ht over a m1cro 
health reform. 

1 

x recommend that the Adm1n1strBt1 n a P081'tl 
illua. 
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·~~ APR 28 '93 15:22 PAGE.003 

nOM: Bet.ey Wriqht ~ 


RE: Request tor meeting with Kim McCarthy of Metpatb 


I would like to request a .ea~1ng with you tor Kim McCarthy, 
Policy Director Of xetpath, a client ot the Wexler GroQP. 

The purpose of the meeting is to discuss: 

1) Need for direct bi1lin9 of' lab Services to eliminate c st 
shifting (recent studies showtha~ direct billing will reSUlt 1 
over $2 billion in savings each,year) 

2) Metpath support for price caps in a direct billing
environment ' 

Kim is available at the fOllOW~ingtimes: '"7 " , 

afternoon of 4/30, "<.l p. ('l). • _ 


. any time on 5/5 or 5/1.Q.~ ~~ d.RLP J"I¥\1, 

, between 2pm and 4 p-. OR S/13 ~ \ r (\C\tP 


Let me know if you need dates after that. ~ \.~ . 

Many thanks for considerinqthisrequest. ®"~ boV/ 
.~~~~". 

" " ~C)~· 

A U rtit .,fHiII Al:'d l<.nowl ton 1m;:. 
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Kill MOCa.tthY 111 v1csi ilr••1GIDt"'u~:L1(1 Att.1l:'11 of K.t~.t,h 
l::DO. 131 trlterl1ot'o, ••V' JIZ:,.Y. lb. .180 a.rvos ... 
Ixecui-lve D1:lctor of tbe Kltfatn rounlSat1011.. Metl'at.b', 
a lelA.: in tbe cl'~1callaborato~y t ••t1n, fle1~, hA5 
!&c:iH.tie,a in soma,. zoo cQILtIlun1t18B, l'latlo:n.w:Lda" IT; is 
part of co~~inq L&~o~atc~y serv1ces·lnc., a w:n.olly-owne4 
1~li4il~Y ot CarDin, Ina, 

%n he: p08itioB, Ma. MeOa:thy OVB~S.'S K8tPath ' a 
leqi.lativ.; requlatory, pU~llc ~o11ey and ph11antb~cplc
acr'bivitia8. ,A qJ:ad:u.atCi ot GeoZ'g8 Wa.n.:I.!uJton Un,1V8Z'sity,
she ~.a.:t.v.4 he:' ~.!).tl'Clm (I_o:tO'a Kalon 'Un1V8Z'11ty. A 
member of the ~enn.ylvani' .n~ D.C, Bar.; XI. MoCarthy
pr8v!ou.sly 8.%'Vlclll LaQ'illativa Couns.l and Direotor ot 
"a.8t-1I.1 Ge.v.~Ment Attaira forCol:l'1iJiq· Incorp~l'atGd. 
'1'103: to that, ahewal a Leq1s1ative Analyst tor the 

. ."~" .. .. ; . 'A••,t,n;J:i.aoi;,i;oll ~,R:r;,'Ma:nuf·a.cturi:nq 'l'ClClbD.o1oqy.# and :pravioul11yI' " • .,'" ,. .. ' . " .•.fo..···"1\. ~.tlc':ftit iifaefi:s!i.t'{o:ri ,; fJ f: R:ait1tors;' .. ., .' ,'....;, ','", ..., '... ,"....".·.A••"'". "_""''-~'''',h 

A .emhe~ of the loard of ~ov.rnorB ot the Conqrel.ional
H.aa,em.nt ~ou:ndati~ft, Xa. Keoa:thy a11& aervas Oft the 
Co;:po~at. AcS.viao:y :aoaz-cl of the oanta.!' ter WOJl\en I. '0110y 
st~4£... .bo baa beoa a f ••t~~.4 .p.ak.~ o~ lahc~at&ry 
ln~u.t~I ~.ym.ftt, &ft4 r.~ulat~ou .i••u•• at' variou8 
n.tio~. forums,!~ :ea.nt ,earl • 

. For Friday, Mil)" 14t;@ 1:00 l'I'IGatins w;i;th Cs'rol 'laseo: 

Carolyn Kim Mc.Carthy's nOB: 
Blituy W2:'tsht DOB: &'SSN 

Jady A. Hoif1ll.8u :bOB~ & s 
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PROM; 

SUSJ: 

DATE: 

Carol Rasco 

Lynn Margherio 

MetPath 

May 26, 1993 

I would recommend that we stay neutral with reapect to the direot 
billing issue. 

We would agree in prinoiple with the overall ges1re to Keep down 
unnecessary mark-up. on l.b test oharges. 

There are grounda to oppose the introduction ot ~1. bill, 
however: 

w. ~o not neoesaorily agree with their analysis that 
direct billing will result in oVGra1l system saying.
(in faat, Ken Thorpe points to empIrIcal data from a 
1983-1987 ASPS .tu~y of the impact of direot billing on 
Medioare that soowea 'th~t the volume of laboratory
testing .ctuclly increa•.a following an initial lag). 

In order for shOrt-term savinga not to Oe offRBt in the 
long run by vOlume ohanges, another step would have to 
be taken to control laboratory utili&at1on. 

The federal govG~nment will be Been as once again
m1cromanag1ng health Oire. 

• It's oontrary to tn. flexible faderal-state relations 
strategy we're pursuing under health reform. Today, 
only • handful of states havB diract Qilling. A 
fedoral mandate wcul~ ovarr1C8 state policy in the 
majority of states. 
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TO: Lynn Margherio 

FROM: Carol H. Rasco 

SUBJ: .MetPath 

DATE: May 24, 1993 

I have received your excellent memo on the Direct Billing issue. 
I tend to agree with you that we should not get involved in this 
issue during reconciliation and in light of moving into health 
care reform. Before I respond to MetPath I would appreciate your 
assessment on the following: If we tell MetPath the 
adminstration will not take a position at this time, can you 
foresee (perhaps you can consult with people working with Health 
Care Reform effort) that we would for any reason oppose the 
matter if MetPath has it introduced? 

Thanks. 


