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Chapter 5

The Indian Health Service

INTRODUCTION

The primary source of health care services de-
livered to most American Indians is the Indian
Health Service (IHS) of the Public Health Serv-
ice (PHS), U.S. Department of Health and Hu-
man Services (DHHS). The involvement of other
Federal, State, and local public health programs
and private providers is significantly less, and in
fact the extent to which Indians depend on these
other sources of care is not precisely known.

Federal responsibility for the provision of health
care to American Indians and Alaska Natives un-
der the Snyder Act of 1921 (25 U.S. C. 13) was
conveyed from the Bureau of Indian Affairs (BIA)
in the Department of the Interior to the Depart-
ment of Health, Education, and Welfare (now
DHHS) by the Transfer Act of August 5, 1954 (42
U.S. C. 2001 et seq.). Under that law, IHS came
into being on July 1, 1955. The early focus of IHS
was on elimination of the infectious diseases that
were widespread in the Indian population and on
chronic care for the large numbers of Indians
suffering from tuberculosis, IHS achieved marked
success in both of those areas.

The present mission of IHS, articulated most
clearly in the Indian Health Care Improvement
Act of 1976 (Public Law 94-437), is to raise the
health status of American Indians and Alaska Na-
tives to the highest possible level. IHS defines its
service delivery responsibilities to include a com-
prehensive range of inpatient and ambulatory
medical services, dental care, mental health and
alcoholism services, preventive health (immuniz-
ations and environmental services such as sani-
tation and water safety), health education, and
Indian health manpower development programs.
For Indians who live in isolated rural areas on or
near reservations, a broad definition of IHS re-
sponsibilities is justified, because the infrastruc-
ture of roads, utilities, and public services that
support health care delivery to non-Indian rural
residents often is lacking on Indian reservations.
IHS also includes a health facilities construction
component that focuses its activities on provid-

ing hospitals, clinics, and facility staff living
quarters for reservation-based IHS services. IHS-
funded programs for Indians who live in urban
areas, on the other hand, do not directly provide
hospital care; but they do offer a range of ambu-
latory medical, dental, mental health, social sup-
port, and referral services.

IHS provides comprehensive health and health-
related services to approximately 960,000 eligi-
ble Indians (1985) who live on or near reserva-
tions at no cost to the individual Indian, regard-
less of other health insurance coverage or ability
to pay. Both the comprehensiveness of the serv-
ices IHS provides and the absence of premiums
and user charges for these services set Indians
apart from the general population in terms of their
health care delivery expectations and problems.
Thus, it is difficult to directly compare health serv-
ices systems for Indians and the U.S. population.
Non-Indians do not enjoy the preventive and
health-related services available to Indians, and
as a rule, they cannot receive such services free
of charge. But with private health insurance, non-
Indians have easier access to more technologically
advanced medical services than are available to
Indians dependent solely on IHS.

Although in principle IHS services are compre-
hensive and readily available at no user cost, in
fact they are limited by IHS budget constraints
and by the uneven distribution of services among
IHS areas that has developed over the years. IHS
facilities, for example, are not equally available
and accessible to eligible populations in all parts
of the country; and facilities construction plans
are not necessarily related to local service popu-
lation size or utilization patterns. The services
offered by many of the smaller IHS hospitals may
be less specialized than those found in the typi-
cal small rural community hospital. When no IHS
facility is accessible or when specific services are
not available from IHS facilities, Indian patients
may require referral to private providers under
the IHS contract care program; but contract care
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budgets sometimes have been so limited that
needed referrals cannot be made. Thus, while they
may not be directly affected by ability to pay, In-
dians may face serious obstacles in obtaining
health care services through IHS.

IHS provides inpatient and ambulatory medi-
cal, dental, and mental health services either
directly through its network of IHS-owned hos-
pitals, health centers, and clinics, or indirectly,
by purchasing services that are not available from
IHS facilities through contracts with private pro-
viders. Another factor in the IHS delivery system
since the Indian Self-Determination and Educa-
tion Assistance Act of 1975 (Public Law 93-638)
has been the operation of health facilities and serv-
ice programs by Indian tribes. Direct care facil-
ities, contract care programs, facilities construc-
tion, and special programs such as community
health representatives, mental health and drug
abuse, and health education initiatives may be
administered by tribes under self-determination
or 638 contracts. Most of these services, like IHS’s
own services, are reservation based; they are au-

THE IHS DIRECT CARE PROGRAM

Although the IHS direct care program also pro-
vides preventive health, dental, mental health,
and alcoholism services, this discussion of the pro-
gram focuses on hospital-based and ambulatory
medical services, since they are by far the most
important components of IHS services delivery.
IHS direct care services to Indians living on or
near reservations are delivered by Federal staff in
IHS-owned and operated facilities, or by employ-
ees of tribal self-determination (638) contractors
in IHS-owned, tribally operated facilities. As dis-
cussed in chapter 6, the 638 contract program im-
plements the 1975 Indian Self-Determination and
Education Assistance Act (Public Law 93-638).
Hospitals and clinics operated under the self-
determination program are considered part of the
IHS direct care system, as opposed to the supple-
mental services that are obtained through the IHS
contract care program; but tribes also may oper-
ate their own contract care programs under 638
contracts. Utilization data for tribally operated

thorized and funded under the general authority
of the Snyder Act; and they are provided to IHS-
eligible Indians at no cost to the individual.

The urban Indian health projects, which are
specifically authorized and funded under the In-
dian Health Care Improvement Act, operate sep-
arately from the reservation-based IHS system.
Urban projects may receive funds from non-IHS
sources, are likely to treat non-Indians, and may
request payment from Indians and non-Indians
alike based on a sliding fee scale. Although ur-
ban projects may not be operated by tribes un-
der the self-determination program, they are sim-
ilar to tribally operated programs in that they are
more active than IHS programs in treating and
billing non-Indians and in coordinating their ef-
forts with other non-IHS health delivery programs.

The IHS direct care program, the IHS contract
health services or contract care program, urban
Indian health projects, and the IHS facilities con-
struction program are described in this chapter.

programs are incomplete because of differences
in reporting systems.

Eligibility for Direct Care Services

Eligibility for direct services in IHS and tribally
operated facilities is defined in Federal regulations
(42 CFR 36 subpart B). The regulations state that
medically indicated services will be provided “to
persons of Indian descent belonging to the Indian
community served by the local facilities and pro-
gram. ” An individual maybe considered eligible
for IHS care “if he is regarded as an Indian by
the community in which he lives as evidenced by
such factors as tribal membership, enrollment,
residence on tax-exempt land, ownership of re-
stricted property, active participation in tribal af-
fairs, or other relevant factors in keeping with gen-
eral Bureau of Indian Affairs practices in the
jurisdiction” (42 CFR 36.12). Non-Indian women
pregnant with an eligible Indian’s child may re-
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ceive obstetrical care, and services to prevent the
spread of infectious diseases may be provided to
Indian and non-Indian members of the community.

These regulations allow broad interpretation of
eligibility for IHS direct care, with notable vari-
ations among IHS areas. (Eligibility for contract
care services is more restrictive because of the re-
quired residence “on or near” a reservation, ) The
Federal Government limits its responsibility for
health services to Indians, however, by stating in
regulations that IHS does not provide the same
services in all areas and that service availability
depends on the capabilities of local IHS and other
providers and on the “financial and personnel re-
sources” of IHS. If funds, facilities, or personnel
are insufficient to meet demand, IHS may set pri-
orities for care on the basis of relative medical
need and access to other services (42 CFR 36.11
(c)).

Differences by IHS area between the numbers
of Indians who are eligible for IHS direct care
services and those who actually use them are un-
known at this time. A patient enrollment system
was instituted throughout IHS beginning in Jan-
uary 1984, and when this system is fully imple-
mented, user populations will be defined more ac-
curately. In the meantime, analyses of IHS service
utilization rates and trends among the areas and
comparisons with general U.S. rates should be
viewed with caution, because the comparability
of the denominator populations is not known. The
uneven availability of IHS direct care facilities also
has a significant, though unquantifiable, effect on
services utilization.

Funding for Direct Care Services

IHS funding for direct care services comes from
the basic Snyder Act appropriation. Most of the
additional funding appropriated for the Indian
Health Care Improvement Act, authorized in fis-
cal years 1985 and 1986 by continuing resolution,
is directed to particular programs such as man-
power training, the community health represent-
atives program, and urban Indian projects. That
funding amounted to $129 million in fiscal year
1984, or 15 percent of the total IHS appropria-

tion (135). Growth in overall IHS allocations, in-
cluding Indian Health Care Improvement Act
funding but not including IHS facility construc-
tion funds, is illustrated in figure 5-1 (for alloca-
tions by budget category and area for fiscal years
1972-85, refer to app. C). In actual dollars, IHS
allocations increased from $157 million in fiscal
year 1972 to $807 million in 1985, During that
time, the IHS eligible service population doubled,
more as a result of adding new population groups,
such as the California Indians, than of natural in-
crease. Consequently, annual allocations per IHS
beneficiary have remained essentially the same
since 1972 when adjusted for inflation (see ch. 1,
figures 1-8 and 1-9).

Direct clinical services delivery has always been
the major component of the IHS budget, averag-
ing over 60 percent of total funding in recent years
(see figure 5-2). Budgets for contract care serv-
ices, preventive health programs, and other serv-
ices (urban projects, manpower training, admin-
istration) are much smaller. Figure 5-3 illustrates
the relative importance of these major budget
components by IHS area and compares area fund-
ing levels for fiscal years 1981 and 1985.

Within the IHS direct care budget (excluding
contract care), line items for hospital and clinic
operations, facility maintenance and repairs, den-
tal care, mental health, and alcoholism programs
are specified (the reimbursements category refers
not to Medicare and Medicaid collections, but to
payments from other Federal agencies for the use
of IHS facilities and services). Table 5-1 presents
the breakdown of fiscal year 1985 direct health
allocations by IHS area into these categories. The
operation of IHS hospitals and clinics always has
consumed the bulk of the direct services budget,
representing 84 percent of the overall IHS direct
delivery allocation in 1985. Hospitals and clinics
funding ranged from a low of 67 percent of the
total in the Portland IHS area to a high of 88 per-
cent in Alaska. Dental care and alcohol programs
each accounted for about 5 percent of the direct
care budget (although funding for alcohol pro-
grams ranged from 2 percent in Alaska to nearly
19 percent in Portland in 1985), with lesser
amounts allocated to mental health and facility
maintenance and repair.
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Figure 5-1.— IHS Annual Allocations, Fiscal Years 1972-85
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IHS Staffing

Personnel represents the largest single cost com-
ponent in the IHS hospitals and clinics operating
budget. Fiscal year 1984 IHS staff by area and by
type of staff are shown in table 5-2. These figures
include staff of IHS-operated direct care facilities
and IHS employees assigned to tribally operated
638 contract programs under the terms of the In-
tergovernmental Personnel Act; but staff hired
directly by the tribes are not included. Altogether,
there were 10,342 permanent, full-time positions,
nearly half of which were classified as adminis-
trative and support staff. The two categories of
nurses in table 5-2 (including facility-based R.N. s
and L. P.N.s, public health nurses, and nursing as-

sistants) made up the largest group of health
providers, accounting for nearly 27 percent of all
positions. The 645 medical officers (excluding 44
who served primarily as administrators) made up
6.2 percent of total positions. Personnel data
maintained at IHS headquarters do not identify
medical officers by specialty; however, they do
distinguish between medical officers in clinical
practice and those engaged primarily in nonclin-
ical work (171).

In 1984, the Navajo, Oklahoma, Phoenix, and
Alaska areas had the largest numbers of IHS staff,
a combined 62 percent of total IHS positions. The
IHS system included 83 physician assistants, who
were used most widely in the Navajo area. The
largest numbers of medical officers in clinical prac-
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Figure 5-2.—IHS Allocations by Category,
Fiscal Years 1981-85
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tice were in the Navajo, Phoenix, Alaska, and
Oklahoma areas (see table 5-2). This observation
suggests that a wider and more advanced range
of services is available in those areas. It also re-
flects the location of IHS’s three referral medical
centers in Anchorage, Gallup, and Phoenix, and
of seven hospitals in the Oklahoma IHS area.

Indian preference in employment applies to ini-
tial appointments, reappointment, reinstatement,
transfer, reassignment, promotion, or any other
personnel action intended to fill a vacancy in IHS
(42 CFR 36.42 (a)), BIA, or in tribal programs
operated under self-determination (638) contracts.
Preference in employment is extended to: 1) mem-
bers of federally recognized tribes; 2) descendants
of such members who were residing within the
present boundaries of any Indian reservation on
June 1, 1934; 3) persons of Indian descent who
are of one-half or more Indian blood of tribes in-
digenous to the United States; 4) Eskimos and
other aboriginal people of Alaska; and 5) certain
descendants of the Osage tribe (42 CFR 36,41).
Table 5-3 shows the fiscal year 1984 breakdown
of Indian and non-Indian IHS employees by pro-

fession for each area. In 1984, 59.3 percent of the
IHS work force was Indian, compared with 1970,
when Indians comprised 52.2 percent of the total
IHS work force (171). There were 23 Indian med-
ical officers and 9 Indian dental officers serving
in IHS in 1984; but 6 of the medical officers and
1 dental officer were working in nonclinical ca-
pacities. In fiscal year 1983, nearly 60 percent of
the staff in urban Indian health projects were
Indian.

IHS estimates its unmet need for health profes-
sionals relative to workloads in terms of unfilled
positions, using an application of the resource re-
quirement methodology (described in ch. 6). In
1985, unfilled staff positions in IHS facilities and
tribally operated health programs were estimated
to exceed 1,500 health professionals, including 166
surgeons (among other types of physicians) and
697 nurses (137).

Table 5-4 shows numbers of IHS medical and
dental officers, by area, and ratios per 1,000 esti-
mated eligible service population in 1984. The
physician-to-population ratio for IHS as a whole
was 0.7 physicians per 1,000 population. The
highest ratios were in the Alaska (1.4 per 1,000)
and Phoenix areas (1.3 per 1,000), followed by
Albuquerque, Billings, Navajo, and Tucson (rang-
ing from 1.0 to 0.8 physicians per 1,000 service
population). The dentist-to-population ratio for
IHS as a whole was 0.3 dentists per 1,000 popu-
lation.

For the U.S. population as a whole, there were
1.65 active, non-Federal, patient care physicians
(1980) and 0.46 dentists (1979) per 1,000 persons
(202). Within the United States, the supply of phy-
sicians and, to a lesser extent, dentists differs from
metropolitan to nonmetropolitan areas. In 1980,
the United States had 1.91 physicians per 1,000
population in metropolitan areas and 0.84 per
1,000 in nonmetropolitan areas. In 1979, dentists
in the United States numbered 0.5 per 1,000 pop-
ulation in metropolitan areas versus 0.31 per 1,000
in nonmetropolitan areas. IHS average ratios of
0.7 physicians and 0.3 dentists per 1,000 eligible
service population are closer to U.S. ratios for
nonmetropolitan areas, which more nearly ap-
proximate IHS delivery locations, than to U.S.
ratios for metropolitan areas.
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Table 5-2.—IHS Staff by Function and Area, Fiscal Year 1984

Clinical

Medical a Dental a Physician Other Allied Administrative/ Total
Area officers officers assistants Nurses b nursing c health support staff d

Aberdeen . . . . . . . . . . 25 20 10 161 81 179 439 9 1 5  –

Alaska. . . . . . . . . . . . . 98 35 8 269 76 114 660 1,260
Albuquerque . . . . . . . 52 20 12 157 66 181 430 918
Bemidji . . . . . . . . . . . . 18 13 0 50 12 53 124 270
Billings . . . . . . . . . . . . 40 17 1 77 32 125 324 616
California . . . . . . . . . . 1 0 0 0 0 4 56 61
Nashville . . . . . . . . . . 9 3 1 38 18 36 84 189
Navajo . . . . . . . . . . . . 145 42 25 393 245 341 842 2,033
Oklahoma . . . . . . . . . . 94 44 9 319 128 327 684 1,605
Phoenix . . . . . . . . . . . 110 23 11 317 170 164 751 1,546
Portland . . . . . . . . . . . 25 17 3 40 7 92 204 388
Tucson . . . . . . . . . . . . 14 3 3 26 17 22 69 154
Headquarters . . . . . . . 14 3 0 12 15 28 315 387

IHS total . . . . . . . . . 645 240 83 1,859 867 1,666 4,982 10,342 -

aourlng fi~Cal ~ear lg84, an addlt~on~  44 f’nedlcal officers and 29 rjental Officers  served in nonclinical capacities. They have been excluded from these clinical  categories
—

and included In the administrative/support category
bNur~e~  working  In hospitals and clinics.
cf+ur~es  ~Orklng  In other  settings, e.g., community health and public  health  nurses
dTotal  IHS staff in this labie includes full. time, permanent IHS employees  working  in IHS faciiit[es and programs, and IHS employees assigned to  tribal 638 COntraCt

programs under Intergovernmental Personnel Act provisions. Staff of 638 contract programs hired directly by the tribes (both former Federal and non-Federal) are
not included.

SOURCE  Adapted by the Office of Technology Assessment from U S. Department of Health and Human Services, Publlc  Health Service, Health Resources and Serwces
Administration, Indian Health Service, “Annual Report to Congress on the Indian CIVII Service  Retirement Act, Publlc  Law 96. t 35, Fiscal Year 19&, ” table Xll

Tables 5-2 and 5-4 should be interpreted care-
fully, because the number of IHS physicians in
an area is dependent on the degree to which IHS
and tribally operated direct services are available.
For example, the numbers and rates of health
professionals in California do not accurately re-
flect the situation there, because California deliv-
ers care entirely through tribal 638 contractors.
Some employees of these tribal 638 contractors
are not included in table 5-4 because they are di-
rect tribal employees rather than IHS assignees
through the Intergovernmental Personnel Act,
This data limitation probably affects the Bemidji
and Nashville areas as well, where there is a sub-
stantial amount of self-determination contracting.
The Portland IHS area appears to be low in staff-
ing, because nearly half of its clinical services
budget is spent for contract care provided by pri-
vate physicians and dentists. When these areas are
excluded, the Aberdeen area stands out with a
lower than average physician-to-population ratio.

Another means of comparing IHS staffing
among the areas is to attempt to standardize for
workload. Variations of this approach have been
used in recent years by several IHS area directors
(e.g., in the Aberdeen and Navajo areas) to ex-
amine and compare direct care workloads. The

workload measure is the number of “clinical
units, ” with each unit representing 1 hospital day.
Outpatient visits are converted to clinical units
by equating six outpatient visits to 1 hospital day
(120). Table 5-5 presents such an analysis for fis-
cal year 1984. This table distinguishes clinical care
staff from administrative staff.

What is evident in table 5-5 is that the distri-
bution of IHS clinical staff among the areas is not
necessarily related either to direct care workload,
as approximated by the clinical units measure, or
to the size of the service population. The num-
ber of clinical units delivered per clinical staff po-
sition in the Aberdeen area, for example, is about
63 percent higher than the number in the Albu-
querque area. This finding, conditional as it is,
tends to confirm reports from the field that in
areas such as Aberdeen, the problems of attract-
ing medical staff to extremely isolated rural areas
are complicated by the demands of unusually
heavy workloads.

An important source of medical and health
professional staff for IHS is the PHS Commis-
sioned Corps. Eighty-one percent of IHS’s medi-
cal officers and 99 percent of its dental officers
in clinical practice are members of the PHS Com-



Table 5-3.—IHS Indian and Non-Indian Employees by Profession and Area, Fiscal

Aberdeen

Profession I n d i a n  N o n - I n d i a n
—

Medical officers. ... ... , 2 26

Dental of fibers . . . . . . . . . . . 2 19

Physician assistants . . . . . . 8 2

Nurses . . . . . . . . . . . . . . . . . . 51 114

Other nursing . . . . . . . . . . . . 78 3

Clinical support . . . . . . . . . . 85 99

Administrative support . . . . 356 70
. —  —  —

Area total . . . . . . . . . . . . . . 582 333

Navajo

Profession I n d i a n  N o n - I n d i a n

Medical of fibers . . . . . . . . . . 4
Dental of fibers . . . . . . . . . . . 1
P h y s i c i a n  a s s i s t a n t s  . ,  2 5
Nurses . . . . . . . . . . . . . . . . . . 116
Other nursing . . . . . . . . . . . . 240
Clinical support . . . . . . . . . . 230
Administrative support . . . 727

Area total ., . ...........1.343-

Alaska A l b u q u e r q u e—  

I n d i a n  N o n - I n d i a n  I n d i a n  N o n - l n d i a n

o
0
5

18
44
40

409

516

103
36

3
252

32
77

241

744

Oklahoma

I n d i a n  N o n - I n d i a n

145 8
44 1

0 9
281 106

5 125
123 181

92 600
-690 - 1,030

89
45

0
217

3
156
65

575

1 54
1 23

10 2
58 105
64 2
90 102

361 45

585 333

Phoenix

Indian Non-Indian

1 117
2 24
9 2

89 237
763 7
108 66
556 165

928 618

—
Bemidji b Billings

Indian Non-Indian Indian Non-lndian

o 18 2 ’38 –

o 14 0 18
0 0 1 0

11 40 26 52
9 3 32 0

15 40 62 64
83 37 288 33

118 152 411 205

Year 1984a

C a l i f o r n i ab Nashville b ‘

Indian Non-lndian Indian Non-lndian—
o 2 0 11 —

o
0
0
0
0

33

33

2 0
0 1
1 8
0 18
4 15

19 60

28 102

4
0

32
0

23
17

87

Port land T u c s o n Headquarters IHS total—
Indian Non-Indian Indian Non-Indian Indian Non-Indian Indian Non-lndian

1 27 1 15 3 21 23 666
2 16 0 3 0 12 9 260
1 2 3 0 0 0 72 11

16 24 6 20 9 6 514 1,381
5 2 17 0 13 2 808 59

41 57 10 12 9 24 886 847
144 50 58 9 149 139 3,824 982

‘ 210 178 95 5 9 183 204 6.136 4.206 
a~~e 44 ~ed,Cal  ~fflcers  and 29 dental  ~ffl~ers  ~ewlng  )n admlnlstrat,”e  capacl~les  are !ncluded  with cllnl~al  officers In this table AS noted  In table 5-2, ~HS employees Of tribal 638 COntraCt  programs assigned

—.

under the Intergovernmental Personnel Act are Included With other I H S staff In the total 6,136 Indian  and 4,206 non-1 ndlan  employees Staff hired dl rectly  by tribal 638 programs (former Federal and nonfederal)
are not Included

bstafflng may be Iow ,n Bemld]l,  Callfornla,  and Nashville  because tribal dtrect  employees of self -determination (638 contract)  Pro9rams are not Included

SOURCE Adapted by the Off Ice of Technology Assessment from U S Department of Health and Human Services Publlc Health Service, Health Resources and Serwces  Admlnlstratlon,  Indian Health Service
“Annual Report to Congress on the lndlan  CIV!I Serwce  Retirement Act, Publlc  Law 96-135, F]scal  Year 1984 table Xll
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Table 5-4.—IHS Medical and Dental Officers in Relation to Eligible Service Population by Area, Fiscal Year 1984a

IHS Service population ratios –

eligible service Clinical Physicians D e n t i s t s  –

Area population (1984) Medical officers Dental officers per 1,000 per 1,000

Aberdeen . . . . . . . . . . . . . 70,648 25 20 0.4 0.3
Alaska . . . . . . . . . . . . . . . 71,329 98 35 1.4 0.5
Albuquerque . . . . . . . . . . 51,211 52 20 1.0 0.4
Bemidji b. . . . . . . . . . . . . . 47,000 18 13 0.4 0.3
Billings . . . . . . . . . . . . . . 40,106 40 17 1.0 0.4
California b . . . . . . . . . . . . 71,642 1 0 0.0 0.0
Nashville b . . . . . . . . . . . . 35,822 9 3 0.3 0.1
Navajo . . . . . . . . . . . . . . . 162,005 145 42 0.9 0.3
Oklahoma . . . . . . . . . . . . 190,451 94 44 0.5 0.2
Phoenix . . . . . . . . . . . . . . 82,309 110 23 1.3 0.3
Portland c . . . . . . . . . . . . . 96,427 25 17 0.3 0.2
Tucson . . . . . . . . . . . . . . . 17,852 14 3 0.8 0.2
Headquarters . . . . . . . . . 0 14 3 — —

IHS total . . . . . . . . . . . 936,802 645 240 0.7 0.3 -

aTb~ 44 ~edi~~l ~fflC~rs and 29 dent~l ~ffiCer~ ~~rvl”~ i“ “~”cllnlcal capacities during fiscal year 19W have been excluded from these calculations. AS In tables 5.2

and 5.3, IHS employees of Ir!bal  638 contract programs assigned under the Intergovernmental Personnel Act are !ncluded  with IHS full-time, permanent staff. Staff
hired directly by tribal 638 programs (former Federal and nonfederal) are not !ncluded

b Numbers of staff may be Iow ,n these areas, because direct trtbal  employees of self-determination (638 contract) programs are not included Consequently service

population rat~os  !n these areas may be low
c I HS staffl  ng ,s  IOW  In  the  Portland  area  because  there are no I HS hospitals there,  and nearly half of the budget Is sPent  On contract  care

SOURCES U S Department of Health and Human Services, Publlc  Health Service, Health Resources and Services Administration, Indian Health Service” service POPU.
Iatlon  est!mates  are from the Population Statistics Staff, medical and dental officers In  clinical  practice are from the Of ftce  of Indian Resources Llalson
(unpublished data), 1985

missioned Corps (216). One of the most persua-
sive arguments in support of the Transfer Act of
1954 had to do with the recruitment of physicians,
because at that time the BIA health program was
heavily dependent on PHS for medical staff. The
PHS Commissioned Corps offered better career
opportunities than were available through BIA,
including a commission that satisfied the military
service obligation (with the end of the draft, this
incentive ceased to exist).

Table 5-6 lists the number of PHS Commis-
sioned Corps personnel serving in IHS in fiscal
year 1984, by area, broken down by Indian and
non-Indian officers and by clinical and nonclini-
cal function. The 2,063 Commissioned Corps
officers represented nearly 20 percent of total IHS
staff. Only 7.2 percent of those positions, how-
ever, were filled by Indian members of the Corps.

The National Health Service Corps (NHSC)
scholarship program, which now is being phased
out, has been another important source of phy-
sicians for IHS. As of September 30, 1984, NHSC
scholarships had been awarded to a total of 13,559
individuals. During fiscal year 1984, 1,303 NHSC
recipients (including 1,131 physicians) began to
fulfill their service obligations (164). Of these
1,303 NHSC scholarship recipients, 185 accepted

placements in IHS: 155 physicians (in an IHS clin-
ical care physician force of about 650), 22 nurses,
and 8 dentists (196). In addition to working di-
rectly for IHS, NHSC providers have been em-
ployed in tribally operated 638 health programs;
and in fiscal year 1983, nine urban Indian health
projects received 18 NHSC assignees, represent-
ing almost 14 percent of the urban projects’ total
medical and dental staff (183). Nearly all physi-
cians who enter IHS with NHSC scholarship pay-
back obligations, however, leave after their obli-
gation is fulfilled. Only about 5 percent stay at
least 1 additional year (38).

The IHS health manpower scholarship pro-
grams, which are authorized by Title I of the In-
dian Health Care Improvement Act, have several
special features designed to recruit and train new
health professionals and to provide continuing
education for IHS physicians, dentists, and other
health providers. Scholarships authorized by sec-
tion 103 of Title I provide support to Indian stu-
dents who require additional education to com-
pensate for deficiencies in their prior academic
training in order to qualify for enrollment in a
health professions school. Section 104 scholar-
ships, which carry a service payback obligation,
are awarded to students pursuing degrees in a va-
riety of health professions. Non-Indians are eligi-
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Table 5-5.—IHS Area Comparison of IHS Direct Care Workload by Clinical Units, Fiscal Year 1984a

( i )  (ii) (iii)
Hospital  days

(v) (vi) (vii) (viii) (ix)

Cl in ic Hospital - Cl inical units
1984 service outpat ient outpatient A d u l t s Clinical Total C l in i ca l  C l in i ca l  un i t s per clinical

Area population visits visits and peals. Newborns units staff staff per staff staff

Aberdeen . . . . . . . . 70,648 116,660 29<,104- 44,612 -2,654 115,893 915” 476 127 243
Alaska . . . . . . . . . . 71,329 64,508 197,872 68,084 4,348 116,162 1,260 600 92 194
Albuquerque. . . . . 51,211 108,754 162,900 27,467 1,485 74,228 918 488 81 152
Bemidji . . . . . . . . . 47,000 47,037 62,349 5,380 242 23,853 270 146 88 163
Billings . . . . . . . . . 40,106 169,519 100,866 11,819 800 57,683 616 292 94 198
California . . . . . . . 71,642 86,440b NA NA NA o 61 5
Nashville. . . . . . . .

—
35,822

—
4,563 56,338 6,329 199 16,678 189 105 88 159

Navajo . . . . . . . . . . 162,005 111,305 462,894 88,813 9,881 194,394 2,033 1,191 96 163
Oklahoma . . . . . . . 190,451 254,337 312,036 49,653 7,830 151,879 1,605 921 95 165
Phoenix . . . . . . . . . 82,309 94,510 295,289 80,439 3,436 148,842 1,546 795 96 187
Portland . . . . . . . . 96,427 212,547 NA NA NA 35,425 388 184 91 193
Tucson . . . . . . . . . 17,852 22,388 36,616 7,315 184 17,333 154 85 113 204
Headquarters . . . . 0 NA NA NA NA o 387 72 — —

IHS total . . . . . . 936,802 1,206,128 1,982,264 389,911 3 1 , 0 5 9 952,369 10,342 5,360 92 178
aUtl I tzatlon  f!gu res I n this  table represent IHS dl rect care workloads Outpatient visits to trl bal Iy operated factl !tles  and urban projects, and utl I Izatlon  data for the contract care program are not Included I n

.—

this table Columns (I) through (Iv) Include  IHS facll!tles Only. column (v) assumes 6 outpatient vIsIts  equal  1 hosp!tal  day, and columns (VI) and (VII)  Include Federal employees asstgned  to tribal 638 contract
programs through the Intergovernmental Personnel Act.  but not staff h!red directly by the tribal 638 contractors

bprovlsional  data from California Program Off Ice Workload Statlstlcal  Summary, calendar year 1984

SOURCES u S Department of Health and Human Serwces.  publlc  Health  Service Health Resources and Servtces  Admlnlstratlon Indian Health Service Service Population estimates from the Population Statls-
tlcs Staff, outpatient vlslts and hospital days from the Patient Care Statlstlcs  Staff. total staff and cllnlcal staff from the Off Ice of Indian Resources Llalson  (unpubhshed  data). 1985

I
I

i
i

I
I
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Table 5-6.—IHS Indian and Non-Indian Commissioned Corps Officers by
Clinical and Nonclinical Function, Fiscal Year 1984a

Indian Non-Indian Corps Percent
Area Clinical Nonclinical Total Clinical Nonclinical Total total by area

Aberdeen . . . . . . . . . . . . . 11 2 13 102 29 131 144 7.0 ”/0
Alaska . . . . . . . . . . . . . . . 5 0 5 215 44 259 264 12.8
Albuquerque . . . . . . . . . . 10 4 14 137 30 167 181 8.8
Bemidji . . . . . . . . . . . . . . 4 0 4 78 16 94 98 4.8
Billings . . . . . . . . . . . . . . 7 1 8 91 11 102 110 5.3
California. . . . . . . . . . . . . 1 0 1 5 18 23 24 1.2
Nashville . . . . . . . . . . . . . 0 0 0 39 9 48 48 2.3
Navajo . . . . . . . . . . . . . . . 23 1 24 272 58 330 354 17.2
Oklahoma . . . . . . . . . . . . 30 3 33 229 37 266 299 14.5
Phoenix . . . . . . . . . . . . . . 27 1 28 257 43 300 328 15.9
Portland . . . . . . . . . . . . . . 10 1 11 84 16 100 111 5.4
Tucson . . . . . . . . . . . . . . . 1 1 2 26 3 29 31 1.5
Headquarters . . . . . . . . . 1 5 6 37 28 65 71 3.4

IHS total . . . . . . . . . . . 130 19 149 1,572 342 1,914 2,063 100.0”/0–
aNO! i“~lud~d in !fli~ !abl~ are direct employees  Of tribal  self-determination  638 programs These exclusions affect some areas (e.g.,  Bernld~i,  cdifOrn@ and N=hV@
more than others.
SOURCE U.S. Department of Health and Human Services, Public Health Service, Health Resources and Services Administration, Indian Health Service, Indian Resources

Liaison, computer printouts dated 01/1 7/85 and 9/30/85.

ble for scholarships authorized by section 104,
although preference is extended to Indian ap-
plicants.

To determine the staffing categories for which
scholarships will be awarded under its health man-
power programs, IHS uses the resource require-
ment methodology, combined with information
on current vacancies, attrition, and turnover. For
the academic and fiscal year 1986, for example,
section 103 scholarships were awarded in nurs-
ing and accounting and, for juniors and seniors,
in premedicine and predentistry. Section 104
scholarships were awarded to students in medi-
cine, nursing, accounting, master of public health
programs, health records, pharmacy, engineering,
nutrition/dietetics, sanitary science, and medical
technology. From 1979 through the beginning of
fiscal year 1986,2,004 students had received IHS
health scholarship program support (24).

IHS scholarship programs have had a dropout
rate approaching 40 percent, but are credited with
the graduation of 600 health professionals since
1979 (unfortunately, information is not available
to specify graduates by profession). Approxi-
mately 80 percent of the 600 who have graduated
continue to work for IHS (24). Thus, as a train-
ing and recruitment mechanism, the Indian health
manpower scholarship programs hold promise.
At present operating levels, however, it is not
likely that the programs can support enough phy-

sicians to meet the expected loss of NHSC physi-
cians. In addition, the scholarship programs are
authorized and funded under the Indian Health
Care Improvement Act, the reauthorization for
which was vetoed in 1984 and had not been
reenacted by the end of 1985; but the programs
still operate under continuing resolution funding.

Although the retention of health care person-
nel, including NHSC assignees, traditionally has
been viewed as a problem for IHS, the tribes also
have a responsibility to take an active role in ad-
dressing it. Better retention of NHSC scholars af-
ter their obligations are completed could signifi-
cantly enhance the stability of IHS medical staff
in all areas. For the tribes, a more stable medical
staff would improve the quality and range of serv-
ices provided. It would be helpful if PHS Com-
missioned Corps officers were available for relo-
cation within the system as needed, but there are
limits to what can be done in the way of volun-
tary relocations. Remedying apparent staffing
deficiencies in certain IHS areas would require
acceptance by IHS and the tribes of a method of
allocation that is driven more by relative need or
demand than by historical funding patterns. Al-
though a major redistribution of IHS health care
delivery staff may not be easy to implement, the
ranges in direct care physician- and dentist-to-
population ratios and in clinical unit workload
rates among IHS areas suggest that further work
on this subject is in order.
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Policies governing NHSC placements require
that scholarship recipients repay their service obli-
gations in designated health manpower shortage
areas. These areas are designated by PHS on the
basis of detailed sets of criteria involving geog-
raphy, population characteristics, the availabil-
ity of facilities, and other factors. Indian and
Alaska Native groups are automatically desig-
nated as having primary care manpower short-
ages if they are groups of members of federally
recognized tribes as defined in section 4 (d) of the
Indian Health Care Improvement Act. If the In-
dian groups fit section 4 (c) of the act, the def-
inition applicable to Indians who may not be
reservation-based members of federally recog-
nized tribes but who meet other criteria of being
Indian, they may be designated if they meet other
manpower shortage criteria applicable to non-
Indian populations (42 CFR Part 5 app. A), In
other words, all IHS service units are eligible for
NHSC assignments, and IHS receives priority con-
sideration in those assignments (60). Private prac-
tice options in medically underserved areas also
are acceptable for NHSC paybacks and may pro-
vide some services to Indians.

In the absence of the NHSC, IHS will have to
rely more heavily on the PHS Commissioned
Corps and on its own scholarship programs to en-
sure a future supply of professionals, especially
physicians, who are willing to work on reserva-
tions, A recent study of the U.S. medical school
class of 1975 found that minority physicians of
that class now provide more care to patients of
their own racial or ethnic groups and to Medic-
aid patients than do their nonminority counter-
parts (59).

Problems of training and retaining health pro-
fessionals will become critical for IHS over the
next 5 years as the NHSC program is phased out.
Although IHS has received preferential consider-
ation with respect to the assignment of NHSC
scholars in the past, that special relationship is
not expected to continue beyond 1986. NHSC has
placed 1,083 scholars who will begin repaying
their service obligations in July 1986. Of this num-
ber, IHS requested 142 physicians and its request
was met. Fifty-six of the IHS assignees, almost 40
percent, had elected to work in the IHS system;
the remaining 86 were assigned to IHS without

having indicated such a preference. While NHSC
is no longer trying to project the distribution of
placements beyond the 1986 cycle, its scholarship
branch currently estimates that the following
numbers of scholars (a few are not physicians) will
be available in future years, from which IHS has
no guaranteed assignments: 886 scholars in 1987;
413 in 1988; 76 in 1989; and 4 in 1990 (52). These
figures may be slightly overestimated, subject to
reduction for scholars choosing to buy out their
obligation and for deaths.

The need to develop strategies for the replace-
ment of NHSC medical personnel in the IHS sys-
tem is an imminent problem. NHSC  has begun
to recruit unobligated physicians and other health
professionals for career positions. Its goal is to
establish and maintain permanent practices in
areas having health manpower shortages. Al-
though the success of such an approach would
have been limited in recent years by a lack of in-
dividuals willing to practice in rural areas, con-
ditions are changing. Economic factors such as a
projected oversupply of physicians, along with
a slight decrease in the average annual earnings
among physicians and changes in health care de-
livery systems (e.g., greater enrollment in health
maintenance organizations, which require fewer
physicians), may mean that more physicians will
be available and willing to work in rural areas.
The Federal Government could encourage this
possibility by strategies such as NHSC as a ca-
reer or by offering financial incentives to individ-
uals in exchange for agreements to work in under-
served areas.

One difficulty with Federal intervention into
medical manpower distribution is that commit-
ments from health professionals are generally
short term. In addition, the public may not be sup-
portive of education subsidies in a field where sup-
ply now exceeds anticipated needs in many parts
of the country. Bills have been pending in both
Houses of Congress to extend the life of NHSC
for 3 years: the Senate bill (S. 1285) would allow
450 new scholarships, and the House bill (H.R.
2234) would authorize 1,176 new scholarships
over 3 years. Neither of these bills would make
a significant contribution toward replacing IHS’s
projected loss of physicians, unless a large propor-
tion of the new scholarships was targeted for pay-
back in IHS.
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Another option that is more directly within
IHS’s control would be to increase the number of
IHS health manpower training scholarships avail-
able to persons for undergraduate degrees in pre-
medicine, accompanied by a strengthened com-
mitment to students in medical school through
increased scholarship support. This option could
be designed to include scholarships for other
health professionals and might include non-In-
dians as well as Indians. Indian medical students
also might be assisted through the activities of
professional organizations such as the Associa-
tion of Native American Medical Students and its
parent organization, the Association of American
Indian Physicians.

The recruitment of physicians to replace NHSC
assignees from outside the Federal sector is another
possibility. The potential of such an approach has
not yet been examined, but large-scale direct
hiring of medical personnel would have to be
weighed carefully against the feasibility and costs
of expanded contracting for needed staff and
services.

Delivery of Direct Care Services

IHS direct care services are delivered through
an organizational structure of area and program
offices and service units. The eight area offices
and four smaller program offices (Tucson, Be-
midji, Nashville, and California) serve defined
geographic areas of varying sizes and service pop-
ulations. Area and program office staffs allocate
annual budgets among their several service units,
which are the basic health care delivery units. As
of October 1984, there were 123 service units, of
which 44 were operated by the tribes under self-
determination (638) contracts (191). Direct care
services are delivered (or monitored, in the case
of 638 contract services), and contract care refer-
rals are authorized at the service unit level. Like
the areas, the service units are responsible for
varying budget allocations, eligible populations,
and numbers of facilities.

The types of facilities in the IHS direct care de-
livery system include hospitals, health centers,
health stations, health locations, and school health
centers. The 51 IHS and tribally operated hospi-
tals (discussed in greater detail below) vary greatly
in size and service capabilities: for example, only

13 of them offer staffed surgery services. Most of
the hospitals have active outpatient departments
and often are the location for outpatient dental,
mental health, and alcoholism services. Health
centers are relatively comprehensive outpatient
facilities that are open at least 40 hours per week.
Health stations, which include some mobile units,
are open fewer than 40 hours per week and offer
less complete ambulatory services. Health loca-
tions are generally outpatient delivery sites (but
not IHS facilities) that are staffed periodically by
traveling health personnel.

Figures 5-4 and 5-5 illustrate recent trends in
hospital occupancy rates and average length of
stay for all IHS hospitals, U.S. community hos-
pitals, and U.S. nonmetropolitan community hos-
pitals. IHS hospitals are smaller than the average
U.S. community hospital; two-thirds of IHS hos-
pitals (compared with about one-fifth of all U.S.
community hospitals) have fewer than 50 beds.
IHS hospital occupancy rates, in the range of 50
to 55 percent, have been consistently lower than

Figure 5-4.—Occupancy Rates in All U.S. Community
Hospitals, U.S. Nonmetropolitan Hospitals,

and IHS Hospitals, Fiscal Years 1970.85

 A l l  I H S  h o s p i t a l s

U.S. nonmetropol i tan hospi ta ls

‘----- All U.S. community hospitals

SOURCES: For all U.S. short.stoy  community hospitals and U.S. nonmetro@itan  corn.
munity  hoapitala:  AHA /+ospita/  Statistics, editions for 1971 through
1984 IHS hospitala:  U.S Department of Health and Human Services,
Public Health Service, Health Resources and Sewices  Adm(nlstra.
tlon,  Indian Health Service, “Inpatient and Outpatient Summary Data
for Ind!an  Health Serwce  Hospitals by Area and Facility, ” fiscal years
1970-85.
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Figure 5-5.–Average Length of Stay in All U.S.
Community Hospitals, U.S. Nonmetropolitan

Hospitals, and IHS Hospitals, Fiscal Years 1970-85
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Fiscal year

 A l l  I H S  h o s p i t a l s

U S nonmetropolitan hospitals

-–––-– A l l  U S communi ty  hosp i ta ls

SOURCES For all U.S. shOrt.st8y  community hospitals and U.S. nonmetropolitan  corn.
munity  hospitals: AHA l-losp~tal  S/at/s t/es, edltlons for 1971 through
1984 IHS hospitals: U S Department of Health and Human Serwces
Publlc  Health Service Health Resources and Services Admln!stra
tlon  Indian Health Service  ‘Inpatient and Outpatient Summary Data
for Indian Health Serwce  Hosp!tals  by Area and Faclllty  ‘ fiscal years
197085

the average 75 percent occupancy for all U.S.
community hospitals. U.S. nonmetropolitan com-
munity hospitals, which are closer to IHS hospi-
tals in size and range of services, have experienced
occupancy rates of 65 to 70 percent (3).

Average lengths of stay (figure 5-5) in IHS hos-
pitals have fallen from well above to below the
average stays in all U.S. community and U.S.
nonmetropolitan hospitals. While inpatient stays
held relatively stable until 1983 at just below 8
days per stay in all U.S. community hospitals and
between 7 and 7.5 days in nonmetropolitan hos-
pitals (3), the average length of stay in IHS hos-
pitals has declined steadily from a high of nearly
9 days per stay in 1970 to 4.9 days in 1984. It is
likely that the lower average length of stay in IHS
hospitals relates to the comparatively limited
range of inpatient services many of these facilities
offer (patients requiring specialized care usually
are referred to private hospitals under contract
care), but how much is explained by this factor
is not known.

Figure 5-6.- Number of Admissions to IHS and
Contract and Tribal Hospitals, Fiscal Years 1970-85

1970 1975 1980 1985

Fiscal year
SOURCE U S Department of Health and Human Services, Publ!c  Health Serv.

ice, Health Resources and Serwces  Adml  nlstrat  Ion, Indian  Health Serv
Ice, Chart  Ser/es  Book,  Rockvllle,  MD, April 1985

Total numbers of admissions to IHS hospitals
peaked in 1978 at about 112,000 (including IHS
and tribally operated hospitals, and contract care
inpatient referrals) and have declined since that
time to about 103,000 admissions in 1984 (see fig-
ure 5-6 and table 5-7). Contract care admissions
declined more sharply than admissions to IHS di-
rect care and tribally operated hospitals, which
suggests the effects of limited contract care budg-
ets. The combination of declining admissions and
average lengths of stay explains the low and
declining occupancy rates of IHS hospitals. Given
the substantial increase in IHS’s estimated eligi-
ble service population since 1970, however, other
factors such as limited access to facilities, a limited
range of services, and differences between IHS’s
estimated service population and its actual user
population may contribute to declining hospital
utilization. The overall hospital utilization rate
decreased from 206 admissions per 1,000 IHS pop-
ulation in 1970 to 125 per 1,000 in 1984 (table 5-
7). This compares with a current hospital utiliza-
tion rate for the U.S. general population of about
159 discharges per 1,000 in 1982 (202). Figure 5-
7 and table 5-8 show that the average number of
patients receiving inpatient care (the average daily
patient load) in IHS direct, IHS contract, and
tribally operated hospitals combined has declined
since 1980.

The discussion that follows will focus on health
facilities and programs at the IHS area office level,
including those operated by tribes under 638 self-
determination contracts. (Detailed listings of fa-
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Table 5-7.—Number of Admissions and Utilization Rate for IHS, Contract, and
Tribal Self. Determination Hospitals, Fiscal Years 1955-84

Total utilization Total IHS and Indian Health Service

Fiscal year ratea tribal admissions Total IHS Contract b Tribal

1984 . . . . . . . . . . . . . . . . . 124.6 102,843 99,849 77,522 22,327 2,994
1983 . . . . . . . . . . . . . . . . . 130.1 104,806 102,961 78,027 24,934 1,845
1982 . . . . . . . . . . . . . . . . . 132.7 104,418 102,343 77,070 25,273 2,075
1981 . . . . . . . . . . . . . . . . . 142.3 109,353 107,087 81,387 25,700 2,266
1980 . . . . . . . . . . . . . . . . . 144.3 108,242 106,992 77,798 29,194 1,250
1979 . . . . . . . . . . . . . . . . . 157.8 107,269 106,329 75,174 31,155 940
1978 . . . . . . . . . . . . . . . . . 179.0 112,203 112,203 77,567 34,636
1977 . . . . . . . . . . . . . . . . . 181.5 110,025 110,025 78,424 31,601
1976 . . . . . . . . . . . . . . . . . 197.9 106,461 106,461 76,382 30,079
1975 . . . . . . . . . . . . . . . . . 212.2 105,735 105,735 74,594 31,141
1974 . . . . . . . . . . . . . . . . . 218.2 103,853 103,853 73,402 30,451
1973 . . . . . . . . . . . . . . . . . 213,5 102,350 102,350 75,245 27,105
1972 . . . . . . . . . . . . . . . . . 218.2 102,472 102,472 76,054 26,418
1971 . . . . . . . . . . . . . . . . . 206.6 94,945 94,945 70,729 24,216
1970 . . . . . . . . . . . . . . . . . 205.7 92,710 92,710 67,877 24,833
1965 . . . . . . . . . . . . . . . . . 226.1 91,744 91,744 67,744 24,000
1960 . . . . . . . . . . . . . . . . . 201.9 76,754 76,754 56,874 19,880

1955 . . . . . . . . . . . . . . . . . 150.2 50,143 50,143 42,762 7,381
aNUrnber Of admissions per 1,000 IHS estimated eligible service population.
bfqumberof discharges used as estimate for numberof admissions.

SOURCE: U.S. Department of Health and Human Services, Public Health Service, Health Resources and Services Administration, Indian Health Service, /HSCharfSer.
/es Book, April 1985 Data published astable5.5, from the following IHS documents: IHS Monthlv  ReDort of lnDatient  Services: Annual ReDof131  for contract
hospitals; and area submissions for tribal hospitals.

Figure 5.7.—Average Daily Patient Load in IHS,
Contract, and Tribal Hospitals, Fiscal Years 1970.85
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SOURCE  U S. Department of Health and Human Services, Public Health Serv.
ice, Health Resources and Services Administration, Indian Health Serv-
ice, Charl  Series Bookr Rockville,  MD, April 19S5

cilities by type, with utilization data, by service
unit and associated tribe, State, and IHS area are
available from the Office of Technology Assess-
ment (OTA). )

Table 5-9 summarizes the numbers of health fa-
cilities by IHS area and type, with utilization data,
in fiscal year 1984. Two areas, Portland and Cali-
fornia, have no IHS hospitals and hence no di-
rect inpatient care. The small (18,000 service pop-

,. -, -r

ulation) Tucson program office has one 40-bed
hospital, the Nashville area has one IHS and one
tribally operated hospital, and there are two IHS
hospitals in the Bemidji area (both in Minnesota).
The Phoenix and Aberdeen areas are served by
nine hospitals each, all operated by IHS. There
are five IHS and two tribally operated hospitals
in Alaska (as of January 1986, a third IHS hospi-
tal converted to tribal control). The three IHS hos-
pitals that are considered major medical referral
centers, even though they do not offer all tertiary
services, are located in Anchorage, Phoenix, and
Gallup. Excluding California and Portland, which
have no hospitals, inpatient beds per 1,000 IHS
estimated eligible service population ranged from
less than 1 bed per 1,000 in Bemidji (an area that
is heavily dependent on contract care) to a high
of 5.4 in Alaska (1984 beds and populations). The
IHS average was about 2.4 beds per 1,000 (1984,
combining IHS and 638 hospital beds). In 1982,
there were 4.4 community short-stay hospital beds
per 1,000 U.S. population, ranging from 3.3 per
1,000 in the Pacific region to a high of 5.9 per
1,000 in the West North Central region (includ-
ing the Dakotas and Minnesota) (202).
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Table 5-8.—Average Daily Patient Load (ADPL) in IHS, Contract, and Tribal
Self-Determination Hospitals, Fiscal Years 1955-84

Indian Health Service

Fiscal year Grand total ADPL Total IHS Contract Tribal

1984 . . . . . . . . . . . . 1,392 1,353 1,072 281 39
1983 . . . . . . . . . . . . 1,477 1,449 1,119 330 28
1982 . . . . . . . . . . . . 1,488 1,460 1,121 339 28
1981 . . . . . . . . . . . . 1,575 1,550 1,194 356 25
1980 . . . . . . . . . . . . 1,594 1,576 1,178 398 18

1979 . . . . . . . . . . . . 1,586 1,569 1,192 377 17
1978 . . . . . . . . . . . . 1,723 1,256 467
1977 . . . . . . . . . . . . 1,710 1,302 408
1976 . . . . . . . . . . . . 1,736 1,299 437
1975 . . . . . . . . . . . . 1,768 1,330 438

1974 . . . . . . . . . . . . 1,840 1,376 464
1973 . . . . . . . . . . . . 2,013 1,499 514
1972 . . . . . . . . . . . . 2,172 1,626 546
1971 . . . . . . . . . . . . 2,177 1,627 550
1970 . . . . . . . . . . . . 2,353 1,729 624

1965 . . . . . . . . . . . . 3,127 2,244 883

1960 . . . . . . . . . . . . 3,142 2,232 910

1955 . . . . . . . . . . . . 3,711 2,531 1,180
SOURCE” US Department of Health and Human services, Public Health serviCf3,  Health Resources andSemiceSAdrnifliStra.

tion, lndian Health ServlCe, lllSChwtSeries  Book, April 1965 Data publlshedas table 56, frornthf3  follow!flg IHS
documents” IHS Monthly Report of Inpat!ent Services, Annual Report 31 for contract hosD!tals,  and area submls
sions  for tribal hospitals.

IHS hospitals differ from the typical U.S. com-
munity hospital in that IHS hospitals are older,
smaller in bed size, and more limited in the range
of inpatient services they offer. The average IHS
hospital is more than 35 years old. Of the 47 hos-
pitals operated by IHS, 18 were built before 1940,
3 were built between 1940 and 1954, and 26 have
been built since responsibility for Indian health
was transferred to the Department of Health, Edu-
cation, and Welfare (now DHHS) in 1955 (135).

In 1984, the IHS system consisted of 47 hospi-
tals operated by IHS plus 4 hospitals operated by
tribes: the hospitals at Dillingham and Nome,
Alaska; the Creek Nation hospital in Oklahoma;
and the Choctaw hospital in Mississippi. As of
February 1986, two more IHS hospitals had con-
verted to tribal operation, the Mt. Edgecumbe
hospital in Southeast Alaska and the Oklahoma
Choctaw hospital at Talihina. As of January 1985,
40 of the 47 IHS-operated hospitals were accred-
ited by the Joint Commission on Accreditation of
Hospitals (JCAH); the remaining 7 were not ac-
credited (191). All four of the tribally operated
hospitals had JCAH accreditation. JCAH accred-
itation represents a minimum level of adequacy
in a hospital’s physical facility, equipment, and

staffing. Many IHS hospitals have corrected
JCAH deficiencies since 1976, when only 23 of 51
hospitals were accredited. In 1984, 38 of the 47
IHS-operated hospitals met national fire and
safety standards, and all hospitals are certified to
receive Medicare and Medicaid reimbursements.

Most IHS hospitals are small, and many are
more isolated geographically than the average
U.S. community hospital even in nonmetropoli-
tan areas. In 1982, the average U.S. hospital had
174 beds. Only 20 percent of all U.S. hospitals
had 50 beds or fewer (representing about 4 per-
cent of total beds). Two-thirds of the hospitals
operated by IHS are in that size category (3).
Twelve of the 47 IHS-operated hospitals have
from 50 to 99 beds, and only 4 exceed 100 beds:
Anchorage, Phoenix, Tuba City, and Gallup. Five
IHS hospitals have only 14 or 15 beds (60).

Differences between IHS and U.S. community
hospitals also are apparent in the scope of serv-
ices they offer. In general, an IHS hospital is likely
to provide a relatively wide range of health-related
and social support services (e.g., social work, out-
patient psychiatric and alcoholism services, family
planning) and fewer high-technology services. An
especially noticeable difference is in the availabil-
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Table 5-9.—IHS and Tribally Operated Self-Determination (638) Facilities by IHS Area,
With Fiscal Year 1984 Utilization

Hospitals Health centers Health stationsc

— —

70,648

71,329

51,211

47,000

40,106

71,642

35,822

162,005

190,451

82,309

96,427

17,852

9
—

5
2

5
—

2
—

3
—

—
—

1
1

6
—

6
1

9
—

—
—

1
—

323
—

343
43a

209
—

41
—

86
—

—
—

35
35a

400
—

291
39a

369
—

—
—

40
—

Admissions visits Number visits b Number visits b

1984 IHS service Outpatient Outpatient Outpatient
IHS area population Number Beds a

Aberdeen . . . . . .
IHS . . . . . . . . .
638 . . . . . . . . .

Alaska. . . . . . . . .
IHS . . . . . . . . .
638 . . . . . . . . .

Albuquerque . . .
IHS . . . . . . . . .
638 . . . . . . . . .

Bemidji . . . . . . . .
IHS . . . . . . . . .
638 . . . . . . . . .

Billings . . . . . . . .
IHS . . . . . . . . .
638 . . . . . . . . .

California . . . . . .
IHS . . . . . . . . .
638 . . . . . . . . .

Nashville . . . . . .
IHS . . . . . . . . .
638 . . . . . . . . .

Navajo . . . . . . . .
IHS . . . . . . . . .
638 . . . . . . . . .

Oklahoma. . . . . .
IHS . . . . . . . . .
638 . . . . . . . . .

Phoenix . . . . . . .
IHS . . . . . . . . .
638 . . . . . . . . .

Portland . . . . . . .
IHS . . . . . . . . .
638 . . . . . . . . .

Tucson . . . . . . . .
IHS . . . . . . . . .
638 . . . . . . . . .

Totals . . . . . . . 936,802
IHS . . . . . . . 47 2,137 77,316 1,976,962 71 975,689
638 . . . . . . . 4 117a 2,994 50,151 53 714,961b

aFOrtriballyOperated  Self.deterrnination  (638) hospitals, numbersof beds are reported from the 1984AHA  Guicfe(1983  survey data), because that information was not
reported by IHS, Numbers of admissions and outpatient visits, however, are from the same 1984 IHS sources as for IHS hospitals,

bout patient visits  t. tribally operated health  stations and to Alaska’s 172 village clinics, not avatlable  separately, are included in numbers of VlsitS to 638 health centerS
cNumbers  of health  stations include  Indian school health centers and the 172 village clinics in Alaska Health Iocatlons  are not Included.

SOURCE  U S. Department of Health and Human Services, Public Health Service, Health Resources and Services Administration, Indian Health Service, Office  of Plan-
nlng,  Evaluation, and Legislation, Program Statistics Branch, 1985
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4,563
—

59,402
—

13,467
—

63,324
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—

935
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76C 290,696
209C —b

ity of surgical services. Of the 51 IHS and tribally
operated hospitals, only 13 offer staffed surgery
services (5 of these 13 are in Oklahoma), and an
additional 4 hospitals deliver modified or limited
surgery using part-time contract surgeons, for ex-
ample, rather than staff surgeons. Difficulties in
recruiting and retaining medical staff limit the
types of services available at many IHS hospitals,
and surgeons are particularly difficult to recruit,
in part because there are no NHSC scholarships
for surgeons.

The IHS major medical centers at Anchorage,
Phoenix, and Gallup do not provide some of the
sophisticated services that would be expected at
many university teaching hospitals. The follow-
ing are among the services not provided in any
IHS hospital, according to the 1983 American
Hospital Association Annual Survey of Hospitals:
cardiac intensive care unit, open heart surgery,
cardiac catheterization, X-ray radiation therapy
and other megavoltage and radio-isotope thera-
peutic services, organ transplantation, burn care,
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and neonatal intensive care. Only nine IHS hos-
pitals have a separate mixed intensive care unit,
four operate premature nurseries, and three pro-
vide hospital-based renal dialysis (Tuba City,
Sells, and Mississippi Choctaw). On the other
hand, 32 of 51 IHS and tribally operated hospi-
tals have obstetrical services and 42 offer dental
services. Although outpatient psychiatric and al-
coholism services are widespread, there is only
one inpatient alcoholism service and there are five
inpatient psychiatric units (2). In part because IHS
direct inpatient services are relatively limited even
where hospitals are accessible, the IHS contract
care program (see discussion below) has been un-
der increasing budgetary pressures in recent years
to fill these service gaps.

In contrast to a declining trend in inpatient uti-
lization, total ambulatory visits provided by IHS
hospitals and direct care clinics, contract care
referrals, and tribal facilities have more than dou-
bled since 1970 (see figure 5-8 and table 5-10).
About half of the total visits were delivered by
IHS hospital outpatient departments, The num-
ber of ambulatory care visits provided by IHS di-
rect care hospitals and clinics only has increased
by nearly 80 percent since 1970, while contract
care visits have declined by 24 percent since 1980
and visits to tribally operated facilities increased
by 36 percent in that same period.

There were 1,786,920 ambulatory visits in 1970
for a total service population of 460,000, or about
3.9 visits per person. In 1984, 4,231,772 visits were
provided (down slightly from totals for 1981 and
1982) for 936,802 eligible beneficiaries, a rate of

Figure 5-8.— Numbers of Outpatient Visits to IHS,
Contract, and Tribal Facilities, Fiscal Years 1970-85
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IHS contract
Total
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SOURCE U S Department of Health and Human Services, Public  Health Serv.
!ce, Health Resources and Services Admlnlstratlon,  Indian Health Serv
Ice Chart Series Book, Rockvl  I Ie, MD, Aprtl 1985

4.5 visits per person. In 1981, when the annual
rate of IHS outpatient visits was 5.0 per person,
all Americans made an average of 4.6 visits to hos-
pital outpatient departments, clinics, group prac-
tices, and physicians’ offices (202). Therefore, on
the basis of utilization rates alone, it cannot be
argued that IHS beneficiaries do not have ade-
quate access to ambulatory services. On the other
hand, however, national data indicate that higher
rates of outpatient visits are to be expected among
populations like those of IHS that are atypically
young (under 6 years of age) or old (45 years
and older), nonwhite, and in low family income
groups.

The distribution of ambulatory care facilities
among IHS areas and their approximate utiliza-
tion in 1984 are shown in table 5-9 (referred to
earlier). Utilization is approximate because not all
of the tribally operated 638 facilities report to IHS
data systems, and 638 clinics provide a substan-
tial amount of health care in some areas. All of
the ambulatory care facilities in California, for
example, which are the only direct services pro-
vided by IHS, are 638 facilities. In the Nashville
area, all clinics except one health station are trib-
ally operated. When health stations and locations
are excluded because of their small size and vari-
able operating schedules, a comparison of health
center availability among IHS areas reveals that
the heaviest concentrations of facilities are in
Oklahoma, California, and Portland.

Conclusions

IHS defines its responsibility for the health of
American Indians to include many services that
are beyond the scope of basic inpatient and am-
bulatory medical care. This broad definition seems
appropriate to meet the special health needs and
service delivery problems of isolated reservation-
based Indian populations. As is discussed later in
this chapter, however, IHS does not extend this
broad definition to the health care needs of In-
dians living in urban areas. The IHS’s traditional
focus, derived from the long history of BIA in-
volvement in Indian health, has been to serve res-
ervation Indians. That role has been challenged
in recent years by advocates of urban Indians.
How to balance its response to the conflicting de-
mands of these two groups, within current budg-
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Table 5-10.—Numbers of Outpatient Visits to IHS, Contract, and Tribal Facilities,
Actual for Fiscal Years 1955.84 and Estimates for 1985.86

Fiscal year

1986 (est.) . . . .
1985 (est.) . . . .

1984 . . . . . . . . .
1983 . . . . . . . . .
1982 . . . . . . . . .
1981 . . . . . . . . .
1980 . . . . . . . . .

1979 . . . . . . . . .
1978 . . . . . . . . .
1977 . . . . . . . . .
1976 . . . . . . . . .
1975 . . . . . . . . .

1974 . . . . . . . . .
1973 . . . . . . . . .
1972 . . . . . . . . .
1971 . . . . . . . . .
1970 . . . . . . . . .

1965 . . . . . . . . .

1960 . . . . . . . . .

1955 . . . . . . . . .

Indian Health Service

Grand total

4,200,000
4,210,000

4,231,772
4,190,721
4,266,776
4,284,198
4,058,568

3,880,850

Total Hospitals

3,200,000 2,010,000
3,200,000 1,990,000

3,248,660 1,982,264
3,252,701 1,955,462
3,334,365 1,973,688
3,319,479 1,934,590
3,194,935 1,795,607

3,083,350 1,710,686
3,124,716 1,783,642
2,980,850 1,715,114
2,751,546 1,593,130
2,501,050 1,465,816

2,361,654 1,366,564
2,329,160 1,330,660
2,235,881 1,275,726
2,195,236 1,202,027
1,786,920 1,068,820

1,325,400 757,700

989,500 585,100

455,000 355,000

Health centers
(including schools) Other

950,000
970,000

1,019,764
1,049,843
1,109,960
1,155,294
1,120,737

1,059,690
1,009,960

910,356
871,796
778,411

240,000
240,000
246,632
247,396
250,708
229,595
278,592
312,974
331,114
335,380
286,620
256,823

719,700 275,390
712,282 286,218
603,443 356,712
572,869 420,340
459,713 258,386

567,700

404,400
100,000

Contract

200,000
210,000

218,000a

236,690
236,706
266,577b

275,000 ab

275,000 ab

Tribal

800,000
800,000
765,112
701,330
695,705
698,142
588,633
522,500a

aEstlmate,
bcomparable contract care data not available prior to fiscal year 1981.

SOURCE: U.S. Department of Health and Human Services, Public Health Service, Health Resources and Services Administration, Indian Health Service, //-/S Chati  Series
Book, April 19S5. Data published as table 5.11

etary constraints, is a problem that IHS must be-
gin to address. According to the 1980 U.S. census,
54 percent of the 1.4 million individuals who iden-
tified themselves as Indian lived in metropolitan
areas. Most urban Indians now are excluded from
IHS estimated service populations; but a gradual
strengthening of urban Indian claims for IHS serv-
ices may be anticipated if urban Indian popula-
tions continue to grow.

Whether in an urban or a reservation setting,
however, the delivery of health services to Amer-
ican Indians cannot be accomplished by the same
means used to provide health care to the general
U.S. population. The socioeconomic, cultural,
and geographic isolation of many Indians, and the
dominating presence of the Federal Government
through IHS and BIA, create circumstances that
necessitate special approaches to health care de-
livery. Independent of problems relating to IHS
funding levels, the expressed demand for health
services and the availability of IHS facilities vary
so much from one IHS area to another that no
single benefits package or delivery strategy is
likely to be successful in all areas. In some areas,

few health services other than those provided by
IHS are readily available and accessible to Indian
populations. Even in areas where non-IHS “alter-
nate resources” (other public and private health
care providers) are available, some Indians who
have private insurance may prefer to use IHS di-
rect services because they feel they are entitled to
them, they want to avoid the deductibles and
copayments associated with private insurance, or
they feel more comfortable with IHS than with
private providers.

This section of chapter 5 has presented a de-
scription of the IHS direct care program centered
on the most important component of that pro-
gram, the medical services provided by IHS and
tribally operated hospitals and clinics. It may be
concluded that the volume and scope of IHS hos-
pital and clinic services vary considerably among
the areas, apparently without consistent basis.
The inventory of services provided directly by
IHS and by tribal 638 facilities reveals a system
that has evolved in an unplanned manner in re-
sponse to changing BIA and IHS policies for
health care delivery, variable and incompletely
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documented local needs and demands, and the
limits of available funding as appropriated by
Congress. Clearly, IHS does not deliver the same
package of health services in each of its areas. This
may not necessarily be bad, because it is likely
that health problems also differ among the areas.
However, it appears that there have been no sys-
tematic attempts to match the services that are
delivered to area-specific health problems and
service needs. Both among and within the 12 areas
of the decentralized IHS system, a more rational
approach to needs assessment and services plan-
ning could result in more cost-effective decision-
making about appropriate types and volumes of
health services.

IHS staffing, which represents the major cost
component of hospital and clinic services, has
been described. It maybe concluded that in keep-
ing with the uneven availability of IHS facilities
and services, IHS staffing distributions by area
and service unit also could be more closely ad-
justed to eligible or user population size and ac-
tual utilization trends. This might require new

placement policies and the relocation of PHS
Commissioned Corps and NHSC staff to areas of
greatest need. Future sources of IHS medical staff-
ing will have to be rethought in general, however,
because the NHSC program is being discontinued
and the Commissioned Corps is not an actively
expanding resource.

Shortages of particular types of clinical staff
may limit the range of services provided in a given
service unit and, consequently, affect the extent
to which the service unit must rely on contract
health services. This problem will be aggravated
in the future unless medical officers can be re-
cruited from other sources to fill positions vacated
by NHSC assignees. The Indian health manpower
scholarship program, although small, is one pos-
sible solution to this staffing problem. It would
be costly to recruit IHS physicians from the pri-
vate sector by offering competitive salaries, but
so would be an increasing dependence on contract
services purchased from the private sector to sup-
plement diminishing IHS direct care capabilities.

THE IHS CONTRACT CARE PROGRAM

The purpose of the IHS contract health serv-
ices or contract care program is to supplement the
services provided by IHS direct care hospitals and
clinics. Since 1981, the contract care program has
represented about 20 percent of total annual IHS
allocations and 25 percent of the IHS clinical serv-
ices budget. This program provides for the pur-
chase of medical services for IHS beneficiaries
from non-IHS providers. The purchase of outside
services is essential to the overall IHS health care
delivery system because many IHS hospitals and
clinics do not have the staff and equipment nec-
essary to offer a full range of services, particu-
larly specialty services, and because not all eligi-
ble Indians live within a reasonable travel distance
of IHS facilities.

Contract services have long been part of the In-
dian health system. Authority for BIA to enter
into health services contracts for Indians was
established by the Johnson O’Malley Act of 1934
and transferred with IHS to the Department of
Health, Education, and Welfare (now DHHS) in

1955. The present IHS contract care program pur-
chases hospital medical-surgical services and am-
bulatory care, including outpatient physician care,
laboratory, X-ray, pharmacy, limited dental care,
and patient and escort travel. The services are de-
livered under approximately 1,300 ongoing con-
tracts, mostly with private physicians, and by spe-
cial purchase orders for other authorized services.
Contract care programs in some IHS service units
are operated by the tribes under 638 self-deter-
mination contracts. The types and amounts of
contract services purchased vary from one area
and service unit to another depending on medi-
cal need and the capabilities of local IHS and
tribally operated facilities.

Eligibility and Funding for
Contract Care

Contract care funding is appropriated annually
as a separate category within the IHS clinical serv-
ices budget. The contract care allocation grew
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from over $109 million in fiscal year 1980 to $158
million for 1984. Approximately $164 million was
allocated to purchase contract health services in
fiscal year 1985. Figure 5-1 (in “The IHS Direct
Care Program” section, above) illustrates trends
in the total IHS budget since 1972; growth in con-
tract care funding since 1981 is shown in figure
5-2 (for detailed budget data over the years, re-
fer to app. C).

Eligibility requirements for contract care are
more restrictive than those applied to IHS direct
care. It is possible for a patient being treated in
an IHS hospital, and requiring services that hos-
pital cannot provide, to be denied referral for the
services because of ineligibility for the contract
care program (although how frequently this sit-
uation occurs cannot be documented). In order
to qualify for contract care, an individual must
be eligible for direct care. IHS direct care maybe
provided “to persons of Indian descent belong-
ing to the Indian community served by the local
facilities and program” (42 CFR 36.12 (a)), which
may be determined by tribal membership, resi-
dence on tax-exempt land, participation in tribal
affairs, or other factors consistent with BIA pol-
icies. An individual must meet an additional
residency requirement to qualify for contract care:
that is, he or she must (168):

reside on a reservation located within a con-
tract health service delivery area (CHSDA)
as designated by IHS; or
reside within a CHSDA, and either “be a
member of the tribe or tribes located on that
reservation or of the tribe or tribes for which
the reservation was established, or maintain
close economic and social ties with that tribe
or tribes”; or
be an eligible student, transient, or Indian
foster child.

A CHSDA is defined as “a county which in-
cludes all or part of a reservation, and any county
or counties which have a common boundary with
the reservation” (42 CFR 36.22 (a) (6)). This “on
or near” a reservation residency requirement was
formally applied to the contract care program by
1978 regulations in response to the 1976 lawsuit,
Lewis v. Weinberger, which required a definition
of the term.

Congress has legislated and IHS has developed
regulatory exceptions to the general rule that
CHSDAs consist of counties containing and/or
adjoining a reservation. The entire States of
Alaska, Nevada, and Oklahoma are specially des-
ignated CHSDAs, as are groups of counties in the
States of Michigan, Wisconsin, and Minnesota (42
CFR 36.22 (a)). Arizona was provisionally des-
ignated a CHSDA, for 1982 through 1984, but it
did not operate as one because the Arizona tribes
would not agree to expanded eligibility for con-
tract services without additional funding, and no
such appropriation was made (60). The Indian
Health Care Amendments of 1985 (H.R. 1426 and
S. 277, not enacted by the end of 1985) proposed
an extension of the Arizona CHSDA designation
with authorization for additional funding.

In California, all IHS services are tribally
administered and all services that cannot be pro-
vided by the outpatient clinics themselves (e.g.,
specialty care, hospitalization, laboratory, radi-
ology, and optometry services) must be provided
through contract care. Eligibility requirements for
contract care in California have been under dis-
pute since contract health service regulations first
were published. According to the executive direc-
tor of the California Rural Indian Health Board,
one of the organizations established in 1970 to re-
turn IHS resources and services to California (44):

. . . (Sixteen) local health projects service units
were created throughout rural California as
CRIHB (California Rural Indian Health Board)
subcontractors. By and large, these service units
encompassed more than one county and were
constituted without reference to the number or
location of Indian tribes in those service units.
In practice, with the acknowledgment of the IHS,
it was these multi-county service units that have
been viewed as “CHSDA’s” for provisions of
contract health services to eligible residents of
the service units for fifteen years.

According to IHS (60):

After the issuance of CHS (Contract Health
Services) regulations, services were continued in
California (and in a number of other places) to
eligible Indians who did not meet the new CHS
regulations. Such services were continued on the
basis of direction contained in congressional ap-
propriation action rather than the CHS regu-
lations.
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A provision of the vetoed 1984 reauthorization
of the Indian Health Care Improvement Act and
of the 1985 amendments would have resolved the
eligibility issue in California by designating the
entire State, excluding nine heavily urbanized
counties, as a CHSDA. Pending enactment of the
amendments or possible revision of the eligibil-
ity regulations, the California projects are con-
tinuing to serve their usual populations (32).

The 1976 American Indian Policy Review Com-
mission recommended that all IHS services, in-
cluding direct and contract, be made available on
the basis of tribal membership rather than resi-
dence (128). More recently, the 1983 Contract
Health Services Task Force supported combined
eligibility for IHS direct and contract services,
with eligible persons being of Indian blood, be-
ing members of federally recognized tribes, liv-
ing in clearly defined IHS service areas (e. g.,
CHSDAs), and being formally enrolled for serv-
ices. The task force considered defining eligibil-
ity based on Indian blood quantum, but rejected
that approach primarily because of the lack of
reliable data to document blood quantum (181).

Funding and Utilization of Contract
Care by IHS Area

The amount of contract care funding, contract
care in relation to direct care dollars, and the types
and amounts of services purchased under contract
care all vary among IHS areas, Although infor-
mation to document the extent of these variations
is not as detailed as might be wished, available
data are presented here. Note that incomplete and
sometimes inconsistent reporting from contract
care programs administered by tribes under self-
determination (638) contracts affects these data
tables.

Table 5-11 shows provisional budget obliga-
tions, or commitments, by general category of
contract care expenditure for fiscal years 1983 and
1984, with estimated obligations for 1985 and
1986. Obligations for hospital services represent
about half of total contract care expenditures. The
contract care medical priority system (described
later) tends to authorize acute inpatient services
rather than less urgent outpatient care, and there

have been substantial increases in the average cost
per hospital day since 1983. Recent reductions in
contract care hospital average daily patient load
—from about 312 inpatients per day in fiscal year
1983 to an estimated 282 inpatients per day in
1985 and 273 inpatients per day in 1986—are the
result of increased per diem costs and slowing
growth in contract care program funding, Declin-
ing numbers of contract care ambulatory visits,
patient and escort trips, and dental services also
are projected as unit costs increase more rapidly
than overall budget allocations (162,163).

Table 5-12 and figure 5-9 present 10 leading
causes of hospitalization for patients in IHS hos-
pitals and in contract general hospitals, fiscal year
1984 (the four hospitals operated by tribes under
self-determination contracts are not included). Al-
though the differences are not striking, admissions
to contract care hospitals showed higher propor-
tions of injuries, poisonings, and diseases of the
digestive and circulatory systems. IHS direct care
hospitals provided relatively more care for com-
plications of pregnancy and childbirth (the lead-
ing cause of all admissions) and mental disorders.

Table 5-13 shows a breakdown of fiscal year
1984 contract care obligations by IHS area, with
contract care as a percent of total clinical serv-
ices funding, service population estimates, and per
capita contract care funding. Although contract
care represents about 25 percent of the IHS clini-
cal services budget, there are wide variations in
the extent to which the areas rely on contract care,
ranging from only 19 percent of the clinical serv-
ices budget in Alaska to a high of nearly 50 per-
cent in the Portland area.

In the Nashville area, where about one-third
of the inpatient days and two-thirds of the am-
bulatory visits are delivered by tribal 638 pro-
grams, 25 percent of the clinical services budget
is obligated to contract care. In California, how-
ever, where all IHS services (mainly ambulatory
care) are provided under self-determination con-
tracts, only 3 percent of the clinical care budget
($525,000) is obligated specifically to the contract
care program. The California figures are not com-
parable to those for other areas because of the way
in which contract care funds have been accounted
to direct or contract care budget categories. Most
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Table 5.11 .—Estimated IHS Contract Care Obligations by Type of Expenditure,
With Utilization and Unit Costs, Fiscal Years 1983-86a

Fiscal year 1983 Fiscal year 1984 Fiscal year 1985 Fiscal year 1986
Type of expenditure (provisional) (provisional) (estimate) (estimate)

Hospitalization
Cost per day. . . . . . . . . . . . . . . . . . . $ 644 $ 719 $ 792 $ 872
Average daily patient load 312 299 282 273
Dollars . . . . . . . . . . . . . . . . . . . . . . . . $ 73,544,000 $ 78,703,000 $81,708,000 $86,773,000

Ambulatory care
Cost per visit . . . . . . . . . . . . . . . . . . $ 109 $ 116 $ 124
Visits . . . . . . . . . . . . . . . . . . . . . . . . . 273,082 266,000 265,000
Dollars . . . . . . . . . . . . . . . . . . . . . . . . $29,988,000 $29,766,000 $30,902,000 $32,818,000

Patient and escort travel
Cost per one-way trip . . . . . . . . . . . $ 136 $ 164 $ 197
Number of trips . . . . . . . . . . . . . . . . 38,044 33,000 29,000
Dollars . . . . . . . . . . . . . . . . . . . . . . . . $ 3,937,000 $ 5,174,000 $ 5,372,000 $ 5,705,000

Dental services
Cost per patient. . . . . . . . . . . . . . . . $ 186 $ 207 $ 220
Number of patients . . . . . . . . . . . . . 39,420 38,000 37,000
Dollars . . . . . . . . . . . . . . . . . . . . . . . . $ 6,597,000 $ 7,338,000 $ 7,656,000 $ 8,130,000

Other
Dollars . . . . . . . . . . . . . . . . . . . . . . . . $30,840,000 $36,929,000 $38,318,000 $32,440,000

Total IHS contract
care obligations . . . . . . . . . . . . . . $144,906,000 $157,910,000 $163,956,000 $165,866,000

(provisional) (provisional) (estimate) (estimate)
aTh~~~ IHs ~OntraCt ~-re ~bll~~ti~”~ a~~ ~~~~~”t~d  to ~h~w the relative importance  and  costs of the five major contract care expenditure categories. Contract care

programs managed by the tribes as self-determination (638) programs are not included. Because the figures are taken from briefing books prepared by IHS for its
annual appropriations hearings, fiscal years 1985 and 1966 are proposed rather than actual appropriations, and figures for fiscal years 1983 and 1964 are provisional,

SOURCE: U S. Department of Health and Human Services, Public Health Service, Health Resources and Services Administration, Indian Health Service, “Appropriations
Briefing Books,” fiscal years 1985 and 1966

Table 5-12.—Ten Leading Causes of Hospitalization for General Medical and Surgical Patients,
IHS and Contract General Hospitals, Fiscal Year 1984a

Number of discharges Percent distribution
Diagnostic category Combined IHS Contract Combined IHS Contract —

All categories . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99,816 77,561 22,255 100.0 100.0 100.0
Complications of pregnancy, childbirth,

and puerperium. . . . . . . . . . . . . . . . . . . . . . . . . 23,248 18,642 4,606 23.3 24.0 20.7
Injuries and poisonings . . . . . . . . . . . . . . . . . . . 12,432 9,070 3,362 12.4 11.7 15.1
Respiratory system diseases. . . . . . . . . . . . . . . 9,413 7,181 2,232 9.4 9.3 10.0
Digestive system diseases. . . . . . . . . . . . . . . . . 9,243 6,769 2,474 9.3 8.7 11.1
Genitourinary system diseases . . . . . . . . . . . . . 5,397 4,091 1,306 5.4 5.3 5.9
Supplementary conditions . . . . . . . . . . . . . . . . . 5,253 5,045 208 5.3 6.5 0.9
Circulatory system diseases . . . . . . . . . . . . . . . 5,172 3,537 1,635 5.2 4.6 7.3
Mental disorders . . . . . . . . . . . . . . . . . . . . . . . . . 4,720 3,873 847 4.7 5.0 3.8
Symptoms and ill-defined conditions. . . . . . . . 4,699 3,738 961 4.7 4.8 4.3
Nervous system and sense organs . . . . . . . . . 4,108 3,108 1,000 4.1 4.0 4.5
All other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,131 12,507 3,624 16.2 16.1 16.3 —
aHOspitalizatiOns  in tribal self-determination (638) hospitals are not included in this table

SOURCE: US. Department of Health and Human Services, Public Health Service, Health Resources and Services Administration, Indian Health Service, /HS Ctrarl  Series
Book,  April 1965. Data published as table 5,7, from IHS Annual Reports 2C and 31.
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Figure 5.9.—Ten Leading Causes of Hospitalization
in IHS and Contract General Hospitals,

Fiscal Year 1984a

Diseases of genitourinary system hospitals~ I
. . .—

Supplementary conditions
Contract

Diseases of circulatory system general J
Mental disorders hospitals

Symptoms and ill-defined conditions
Diseases of nervous system

and sense organs - 1 1 I 1
0 5 10 15 20
Percent of total discharges

aH~~Pltall~atl~n~  ,” tribal  638 hospi ta ls  are not  included  In  these fig UrtlS

SOURCE U S Department of Health and Human Services, Public Health Serv.
ice, Health Resources and Serwces  Administration, Indian Health Serv.
ice, Chart  Series Book, Rockvllle,  MD, April 1985.

self-determination funding is accounted in direct
care budgets, although it may be used to purchase
some services under contract. The $525,000 in
California represents the contract care programs
of only two tribes and does not include contract
care that may have been purchased by other 638
projects (43,58).

Other IHS areas besides Portland in which the
proportion of contract care funding is high are
Billings, Aberdeen, and Tucson (note that all three
of these areas have higher per capita contract care
obligations than the Portland area, and Billings
has a contract care budget equivalent to Portland’s
to service a population half the size). IHS areas
that have relatively comprehensive direct care ca-
pabilities, such as Alaska, Phoenix, Navajo, and
Oklahoma, have lower proportions of contract
care funding in their total clinical services budgets.
Per capita contract funding among the areas
ranges from $86 in Oklahoma to $473 in Billings,
with an average per capita obligation of $182 (ex-
cluding California).

Table 5-14 presents fiscal year 1984 utilization
data on inpatient care delivered by IHS direct care
hospitals, IHS contract care hospitals, tribally
operated (638) hospitals, and tribally operated
contract care programs. Numbers of admissions,
inpatient days, and average lengths of stay may
be compared among the areas in these delivery
settings. Average lengths of stay by type of hos-
pital varied little around the combined average
of about 5 days per stay. The tribally operated
hospitals had shorter average stays, but that was
in only four hospitals. Combined average lengths

Table 5-13.—IHS Contract Care Program Obligations by Area, Total and Per Capita, Fiscal Year 1984a

Contract care Contract care
program obligations as percent of IHS estimated Contract care dollars

Area fiscal year 1984 clinical services service population 1984 per capita

Aberdeen . . . . . . . . . . . $20,029,000 33.40/0 70,648 $283.50
Alaska . . . . . . . . . . . . . . 19,296,000 18.5 71,329 270.52
Albuquerque. . . . . . . . . 10,694,000 24.7 51,211 208.82
Bemidji . . . . . . . . . . . . . 8,980,000 28.9 47,000 191.06
Billings . . . . . . . . . . . . . 18,976,000 44.6 40,106 473.15
California . . . . . . . . . . . 525,000 2.5 71,642 7.33
Nashville . . . . . . . . . . . . 6,712,000 25.6 35,822 187.37
Navajo . . . . . . . . . . . . . . 19,074,000 21.1 162,005 117.74
Oklahoma . . . . . . . . . . . 16,478,000 20.5 190,451 86.52
Phoenix . . . . . . . . . . . . . 14,284,000 20.2 82,309 173.54
Portland . . . . . . . . . . . . 18,549,000 48.6 96,427 192.36
Tucson . . . . . . . . . . . . . 4,330,000 33.9 17,852 242.55

All areas . . . . . . . . . . $157,927,000 24.5% 936,802 $168.58
All areas excluding

California . . . . . . . . . $157,402,000 24.40/o 865,160 $181.93
aAll IHs SeWiCeS in California are deliVer@ “la tribal Self.detemllnation (638) contracts, MOSt 638 funding is accounted  i n direct Care budgets, although it fllay be used
to purchase some services under contract. This may explaln the small contract care budget in California, which represents specific contract care obligations for only
two projects. The Bemidji  and Nashville areas also have substantial tribal 638 health delivery programs. Figures for Alaska are somewhat low due to delayed data reporting.

SOURCE US  Department of Health and Human Services, Public  Health Serwce,  Health Resources and Services Administration, Indian Health Service, Office of Ad-
ministration and Management, Resources Management Branch, 1985
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of stay by area ranged from a low of 3.9 days in
Bemidji (on a low volume of admissions) to a high
of 6.3 days in Alaska. In the Billings area, more
than half of the inpatient admissions were to non-
IHS contract general hospitals. In the Nashville
area, more patients were admitted to community
hospitals under tribally operated contract care
programs than to the one tribal hospital, the IHS
direct care hospital, or to community hospitals
by IHS-operated contract care programs. Well
over half of the inpatient admissions in the Aber-
deen, Alaska, Albuquerque, Navajo, Oklahoma,
Phoenix, and Tucson areas were to IHS direct care
hospitals. Because there are no IHS or tribally
operated hospitals in the Portland or California
areas, in Portland all inpatient care was provided
through the contract care program; and in Cali-
fornia, the few admissions that were reported
were authorized by tribally operated contract care
programs.

Additional information on fiscal year 1984 ex-
penditures for inpatient care and outpatient visits
in the 12 IHS area contract care programs is pre-
sented in table 5-15. Total combined 1984 in-
patient and outpatient expenditures in table 5-15,
approximately $94 million, represent only part of
the overall 1984 contract care budget allocation
of $158 million (table 5-13). Excluded from table
5-15 are disbursements for patient and escort

travel (about $5 million), dental services ($7 mil-
lion), and other types of contracts ($37 million).
Incomplete cost data reporting may account for
the remainder of the difference. Note also that
data in table 5-15 cannot be compared directly
with those in table 5-14 because they come from
different IHS source reports. The average costs
(disbursements) per “full-pay equivalent” inpatient
day and outpatient visit in table 5-15 are artifi-
cial figures that combine proportions of days and
visits paid in full by IHS with those partially paid
by IHS and partially paid by other sources. These
figures are used by the IHS contract care program
for budget planning purposes only. A compari-
son of actual inpatient days by area in table 5-14
with full-pay equivalent days in table 5-15 sug-
gests that 638 contract care programs may have
been included in Alaska but excluded from Be-
midji and Nashville data. Most other inpatient
day figures are reasonably close, except in the
Portland area. Data reporting appears to be in-
complete for California.

Actual contract care disbursements per full-pay
equivalent inpatient day varied substantially
among IHS areas. The lowest cost, $535 per in-
patient day in the Bemidji area, was only 60 per-
cent of the $902 average cost per day paid in
Alaska. Albuquerque, Nashville, and Tucson also
had high costs per contract care inpatient day. A

Table 5-15 .—IHS Contract Care Program, Utilization and Costs for Inpatient and Outpatient Care,
by Area, Fiscal Year 1984

Inpatient care - Outpatient care
Total - Cost per full- Full-pay Total Cost per full- Full-pay —

Area disbursements pay day equivalent days disbursements pay visit equivalent visits
Aberdeen ., . . . . $13,325,540 - $598 22,284 $ 2,935,501 $124 23,673
Alaska . . . . . . . . . . 6,295,317 902 6,979 2,552,971 145 17,607
Albuquerque ., . . . . . 4,943,063 843 5,864 1,833,540 173 10,598
Bemidji . . . 1,576,977 535 2,948 1,187,296 103 11,527
Billings . . . . . . . . . 13,232,389 698 18,958 3,044,936 91 33,461
California. . . . . . . . . NA NA NA NA NA NA
Nashville . . . . . . . . . . 918,836 813 1,130 202,604 137 1,479
Navajo ., ... 5,572,359 799 6,974 3,022,670 57 53,029
Oklahoma . . . . . . . . . . . . 7,333,354 780 9,402 2,128,747 134 15,886
Phoenix . . . . . . . . 6,948,429 802 8,664 1,985,347 154 12,892
Portland . . . . . . . . . . . 7,876,537 717 10,985 4,844,191 143 33,875
Tucson . . . . . . . . . . . . . 1,583,336 867 1,826 203,320 142 1,432

IHS total . . . . . . . . . $69,606,628 $722 96,014 $23,953,263 $111 215,459
aTOtal disbursements are comb! ned full pay by IHS contract care Program, Partial PaY, and unknown PaY “Full. pay equivalent” days and vIs  Its are artificial figures

developed for comparability with  the total disbursement figures  Outpatient vlslt  expenditures Include physlclan,  X.ray,  laboratory, emergency room, drugs, prostheses,
and other expenses, but no patient and escort travel Data from tn bal (638) cent ract care programs are not Included { n this table, which accounts for the lack of ! nforma-
tlon  from California

SOURCE U S Department of Health and Human Services, Public Health Service, Health Resources and Services Admln!strat!on  Indian Health Service Program Stat Is.
tics Branch, October 1985
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number of factors may contribute to such differ-
ences, including the charges prevailing among
local private sector providers, a service unit’s abil-
ity to negotiate reasonable charges, and the rela-
tive severity of the cases for which contract care
was authorized. Average costs for full-pay equiva-
lent contract care outpatient visits also were vari-
able. They appear to be high in table 5-15 because
all expenditures associated with the outpatient
visits, such as physician fees, X-ray, laboratory,
emergency room, drugs, and prostheses were in-
cluded.

Service-specific contract care program cost data
are available from a so-called “piggyback” data
system that has been added onto the Health Re-
sources and Services Administration (HRSA)
accounting system. By grouping contract care ex-
penditures by cost center code, the system can
generate utilization and cost data by service and
IHS area. The piggyback data system is the source
of table 5-16, which shows a breakdown of fiscal
year 1984 area contract care disbursements, com-
bining full and partial pay, by percent of total area
funds devoted to each cost center. The five main
cost centers are: patient and escort travel; dental
care; inpatient care; outpatient visits; and an
“other” category that includes payments for nurs-
ing home care, the Pascua-Yaqui prepaid plan in
the Tucson area, and use of other medical special-
ists. The category “contracts to support direct
services” includes ongoing contracts for medical
professionals and services delivered in IHS facil-
ities (in some areas, a good deal of dental care
is provided under such contracts). The final cat-
egory includes incomplete data on contract care
expenditures by tribes under self-determination
contracts (58).

The amount of contract care reported to be
administered by tribes varies widely among the
areas and distorts the proportions of total dis-
bursements that are attributed to each of the ma-
jor cost centers. This is because available data
were not adequate to distribute 638 expenditures
among those cost centers. In the Nashville area,
87 percent of total contract care disbursements
were administered by the tribes, and in Califor-
nia, the figure was 82 percent; but the average
throughout IHS was only 19 percent of contract
care funds. The Billings and Phoenix areas indi-

cated that no contract care funds were disbursed
by 638 programs. The Navajo area reported that
it managed 22 percent of its contract care alloca-
tion via 638 contract, but IHS headquarters stated
that the Navajo have only one 638 contract for
about $200,000 and it is not for contract care
(216). Because of data questions such as these, lit-
tle can be concluded from table 5-16 except for
IHS as a whole, where inpatient services repre-
sent more than half of all contract care expendi-
tures. The Aberdeen, Alaska, and Albuquerque
areas are roughly comparable to overall IHS
proportions in the five main cost centers; Phoe-
nix and Oklahoma are close; but the other areas
are difficult to interpret.

Operation of the Contract Care
Program

The contract care program may purchase med-
ical services when no IHS direct care facility is
available, when the direct care facility is not ca-
pable of delivering the emergency or specialty care
required, when the workload of the direct care
facility exceeds its capacity, or when IHS fund-
ing is necessary to supplement alternate resources
(e.g., Medicare) to ensure care for eligible Indians.
Contract care may be delivered to individuals who
are physically present in an IHS facility but, most
frequently, the services are provided in non-IHS
public or private facilities (168).

Since 1972, rates of increase in the IHS contract
care budget have been less than those experienced
in general health care costs (119), while the IHS
service population has nearly doubled from 507,804
in 1972 to an estimated 961,582 in 1985. As a re-
sult, it has become increasingly difficult to meet
the growing demand for contract care within
available funding limits: it is not uncommon for
a service unit to expend its entire contract care
allocation well before the end of the fiscal year.

The IHS contract care program has applied
various means in attempting to manage its limited
annual resources. In addition to the required resi-
dence in a CHSDA, contract care authorizations
are governed by a medical needs priority system
that in some areas restricts care to emergency and
life-threatening conditions (priority one) and de-
nies referral for less urgent services due to lack



Table 5-16.—IHS Contract Care Program, Major Cost Centers as Percent of Total

IHS
Cost centers total Aberdeen Alaska Alberdeen Bemidji Billings California

Disbursements,a by Area, Fiscal Year 1984
—

N a s h v i l l e  N a v a j o  O k l a h o m a  P h o e n i x  P o r t l a n d  T u c s o n—.
1, Patient and escort travel . . . . . . . . 3.1 %

—

3.1 % 3 . 4 %  1 . 8 % 0.6% 2.5% — 9.80/0 1.1 “/0 4.80/0 1 .50/0
2. Dental care . . . . . . . . . . . . . . . . . . . .

— 0 . 7 %

4.1 1.8 4.2 6.0 4.1 2.2 0.3 0.2 ”/0 2.4 8.4 2.0 9.3 2.0
3. Inpatient care . . . . . . . . . . . . . . . . . 46.8 66.2 37.2 53.1 20.5 73.4 9.8 31.8 51.3 58.7
4. Outpatient care . . . . . . . . . . . . . . . . 16.1

— 42.5 37.6
14.3 15.1 19.4 15.5 16.9 2.4 2.2 17.3 14.9 16.6 26.3 4.4

5. Other contract care . . . . . . . . . . . . . 4.7 4.0 3.9 2.2 0.7 1.0 15.6 5.3 0.1 13.4 1.2
6. Contracts to support

— 52.5

direct services . . . . . . . 5.8 4.9 4.0 14.7 0.6 4.0 0.6 11.6 9.9 4.5
7.638 contract care (incomplete) . . . 19.4

— 3.8 0.2
5.7 32.2 2.8 58.0 – 81.7 87.2 21.8 14.3 — 15.4 2,6

IHS total contract care . . . . . . . . . . 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 1 OO.OO/O 100.0”/0 100.0 ”/0 100.0 ”/0 100.0 ”/0
af3a~ed on total  contract  care  program disbursements:  full  pay, partial pay, and unknown pay. There are substantial variations i n how areas may rePOfl contract PaYments by cost center, especially Ime 6,
contracts to support direct serwces,  and line 7, tribal 638 contract care Note also that data reported for 638 contract care are Incomplete

SOURCE” U.S Department of Health and Human Services, Public Health Service, Health Resources and Services Administration, Indian Health Serwce, Program Statistics Branch, September 1985
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of funds. By regulation, the IHS contract care pro-
gram may only pay charges that are not covered
by Medicare, Medicaid, or any other third-party
payers (42 CFR 36.23 (f)). Because there is no dol-
lar cap on the amount that maybe authorized for
an individual contract care referral, and because
there are no absolute constraints on the types of
services that may be authorized, available fund-
ing is the major limiting factor.

The contract care headquarters office is respon-
sible for overall program management. It estab-
lishes general administrative policies and stand-
ards of performance, develops long-term program
plans and objectives, provides staff assistance to
area offices, and administers funds to the areas
to meet expenditures through the IHS financial
management branch. The program’s management
philosophy is “to delegate to the greatest degree
possible, within the limits of available funds, au-
thority for the operation of the Contract Health
Services Program to the Area Director and the
Service Unit Director” (168).

The area offices are responsible for administer-
ing contract care services in accordance with head-
quarters policies and procedures. The area offices
allocate funds among the service units and, in co-
operation with them, negotiate annual provider
contracts. It is the area offices that “establish med-
ical priorities for the care of eligible Indian peo-
ple that will most effectively meet their needs
within the funds available” (168). Service unit di-
rectors and physicians determine on a case-by-case
basis whether a specific request for contract care
may be authorized within the area’s contract
health services priority guidelines and the limits
of available funding. All requests must be acted
upon, with written denials and maintenance of
appeals files as appropriate, Service unit staff
process patient referrals and payment authoriza-
tions, while area office staff provide invoice ver-
ification and claims processing services. Day-to-
day operations of the contract care program fol-
low

1.

the general steps outlined below (168):

Contracting for Services. Contracts are ne-
gotiated annually by the service units and
area offices to cover services performed on
a routine basis by private hospitals, clinics,
laboratories, physicians, and other providers.

2.

3.

When emergency or one-time services are au-
thorized from a provider that is not an estab-
lished contractor, individual purchase orders
are used.

Authorization for Contract Care. For each
contract provider utilized by an eligible In-
dian, a purchase order must be issued by the
service unit director or a member of the med-
ical staff. In emergencies, such authorization
must be sought within 72 hours of admis-
sion; in nonemergency cases, authorization
must be secured in advance. Service unit staff
generally set up the approved appointments
and prepare a formal authorization sheet,
with identification of other sources of pay-
ment for which the patient may be eligible.

The authorization form includes an esti-
mated cost for the service. Because contract
care is a budget-limited program, authorized
estimated costs become obligated and reduce
the available contract care funds balance for
the service unit. Accurate estimates are crit-
ical, and it is important that actual disburse-
ments be compared against the obligated
estimates on a timely basis so that excess
obligations may be deobligated to permit
expenditure of those funds for additional
services.

Contract care authorizations for students,
transients, and other eligible persons away
from their home service delivery areas are
the responsibility of the home service unit.

Provider Invoices. Upon performance of the
services, the provider completes the author-
ization form, indicates the charges, and
returns it to the service unit as an invoice.
Actual charges are compared with the esti-
mated obligation and adjustments made ac-
cordingly, taking into account applicable
third-party resources. Documentation of the
provider’s attempts to obtain other payment
should be verified locally. (IHS headquar-
ters maintain no records of the verification
of alternate resources. At the service unit
level, each contract care authorization form
indicates full pay by IHS or partial pay, and
the amount paid by IHS, but the other pay-
ers usually are not identified. ) Approved in-
voices are forwarded to the area office for



audit review, entry into the area data sys-
tem, and check processing for payment.

IHS area and service unit staff are responsible
for the day-to-day management of the contract
care program. Because of differences in the avail-
ability of IHS facilities, levels of contract care
funding, and the extent to which an area relies
on contract care to supplement its direct deliv-
ery system, administration of the contract care
program is not standard among the areas. Sev-
eral areas have developed their own explicit pro-
gram management policies and guidelines.

The particular services that may be authorized
under contract health services priority guidelines
vary among the areas. Decisions on what serv-
ices will be purchased are made on a case-by-case
basis in each service unit. A service that might
be approved early in the quarter, when funds were
available, might be denied when funds were run-
ning out or exhausted. When a service unit’s con-
tract care budget is depleted before the end of the
fiscal year, it may apply to the area office for assis-
tance; but it is not assured of getting any addi-
tional funding. When a patient’s life is threatened,
emergency contract care must be provided by a
nearby private hospital that has no guarantee of
being paid in a timely manner. Such bad debts
can be a severe financial hardship on small rural
hospitals, and can strain relations between IHS
and those hospitals.

Issues Related to the IHS Contract
Care Program

The Adequacy of Contract Care Funding and
the Rationing of Care

The scope of services offered by many IHS hos-
pitals is relatively limited compared with U.S.
community hospitals in general; and because IHS
cannot economically employ specialized medical
staff in all service units (assuming such specialists
could be recruited and retained), specialty serv-
ices often must be obtained through the contract
care program. The majority of the small IHS hos-
pitals do not provide surgery, and they lack so-
phisticated diagnostic and therapeutic equipment
as well as the specialized staff to operate it. These
factors contribute to a demand for contract health
services that is likely to increase and to put greater
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pressures on area contract care budgets, especially
if those budgets experience little or no growth.
The volumes of contract services purchased in re-
cent years have shown a level or declining trend
because general health care cost inflation has in-
creased service charges more rapidly than the IHS
contract care budget has grown, Under these cir-
cumstances, how should IHS balance its direct and
contract care services to achieve maximum cost-
effectiveness? It may be more expensive to pur-
chase services through contract care than for IHS
to provide them directly, where IHS is capable
of doing so; but direct care delivery requires cap-
ital and staffing investments that cannot be justi-
fied in many isolated IHS areas.

When the demand for contract services exceeds
available funding, IHS contract care programs in
the areas and service units must ration services
in order to operate within fixed annual budgets.
The means by which services are rationed include
application of the contract care eligibility require-
ments, authorization of services according to the
medical priority system (which may differ from
one IHS area to another), and the required first
use of alternate resources.

Medical urgency determinations are made by
a physician or by the service unit director within
the guidelines of the area’s contract health serv-
ices priority system. That system defines some,
but not all, of the medical conditions that are con-
sidered emergencies and that should receive first
priority for contract care referral. Urgent non-
emergency services and elective procedures may
be provided if sufficient funds are available, but
if not, they may be deferred or not provided at all.

Because this medical priority system tends to
refer out the more specialized and expensive in-
patient cases, the contract care budget gradually
is becoming a high-cost care fund and its origi-
nal purpose of supplementing the full range of IHS
direct care services is being lost. (The effects of
especially high-cost cases on the contract care pro-
gram are discussed inch. 6.) When no IHS direct
care facilities are available, patients may face long
waits for elective and urgent care that must be
obtained under contract. Serious medical condi-
tions may be aggravated during the wait, and
some patients may fail to seek and obtain needed
services altogether. Although in recent years some
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of the areas have maintained lists of deferred con-
tract care needs, whether or not patients receive
the deferred services depends on the state of the
area’s contract care budget at the end of the fis-
cal year.

IHS’s methods for allocating and administer-
ing contract care resources over the years have
resulted in inevitable inequities among IHS areas,
service units, and individual beneficiaries. Both
the 1976 American Indian Policy Review Com-
mission and the Grace Commission cited inequi-
ties in the range of health services available to
eligible Indians, based on residence. The 1976
commission concluded that the contract care pro-
gram contributed to the maldistribution of re-
sources because the extent to which the areas de-
pended on contract funding for overall clinical
services delivery varied so much (128).

Contract care funds purchase services to sup-
plement those available from the IHS direct care
system of hospitals and clinics. In areas with rela-
tively comprehensive direct care resources, this
principle may work reasonably well even under
current funding constraints because direct serv-
ice capabilities are there to back up the contract
care program and provide some of the services
that cannot be purchased because of a lack of con-
tract care funds. A patient with an urgent but not
life-threatening condition (such as the need for gall
bladder surgery) might not receive the needed care
in an area authorizing only priority one (emer-
gency and life-threatening) contract services; but
care might be authorized in another area where
funding was less restricted. Or, the patient could
travel to the nearest IHS hospital and receive serv-
ices that were denied under contract care, if the
hospital did not have an extensive waiting list for
the service. In the Portland and California areas,
however, this is not an option because there are
no IHS hospitals.

Another aspect of the overall funding problem
is a perceived vulnerability of the contract care
program to budget cuts, relative to the more dif-
ficult task, politically, of closing existing IHS fa-
cilities and laying off staff to reduce the direct care
budget. Areas dependent on contract care believe
that they already receive fewer services than di-
rect care areas, and they fear they are at greater
risk of absorbing service cutbacks due to reduced

contract care funding. Again, Portland is an ex-
ample of an IHS area where contract care budget
cuts could have serious effects, because nearly half
of the clinical services funding in that area is for
contract care.

Neither the California nor the Portland IHS
area receives compensatory contract care fund-
ing to offset the absence of direct care capabil-
ities. It is difficult to dispute the contention of
tribes in those areas that they are not receiving
their fair share of total IHS resources in compar-
ison with IHS direct care areas like Navajo, Okla-
homa, Albuquerque, and others. The idea that
some adjustment should be made in contract care
relative to direct care funding, or that a clinical
services resource allocation formula should be de-
veloped to reflect combined direct and contract
care needs, has been proposed but not imple-
mented (182). This would be one way to work
toward a more comparable services package
among IHS areas.

The Use of Alternate Resources

By regulation, the IHS contract care program
is designated as the residual payer, or payer of
last resort, for eligible Indians who have access
to other sources of reimbursement or health care
delivery (42 CFR 36.23 (f)). The identification of
these so-called alternate resources and aggressive
efforts to collect appropriate reimbursements from
them are vital to the contract care program, in
which funds are so limited. Chapter 3 of the IHS
Indian Health Manual defines alternate resources
(third-party payers and providers) as “those re-
sources, including IHS facilities, that are avail-
able and accessible to an individual. Alternate
resources would include but not be limited to,
Medicare, Medicaid, vocational rehabilitation,
Veterans Administration, crippled children, pri-
vate insurance, and State programs” (168).

In the contract care program, the use of alter-
nate resources is mandatory: that is, an individ-
ual is required to apply for an alternate resource
if there is a reasonable chance that he or she may
be eligible for coverage, and IHS disbursements
are authorized only for charges not covered by
other payers. The numbers of IHS beneficiaries
eligible for and/or enrolled in Medicare, Medic-
aid, and other third-party payers, however, are



not known with accuracy. There is no IHS data
system that maintains records of eligibility for
alternate resources, although the patient registra-
tion system that has been implemented since Jan-
uary 1984 may help to fill this gap in the future.
Each individual who presents himself for treat-
ment at an IHS facility (or who seeks a contract
care referral through the facility) now must reg-
ister for services and be screened for eligibility for
third-party resources.

Some IHS areas have set up their own manual
or automated systems for identifying alternate re-
sources. In the Portland area, for example, the
contract care program is monitored closely by the
area office. Since 1983, alternate resource utili-
zation targets based on actual collections experi-
ence have been established for each service unit
and reviewed quarterly. The targets, which reflect
differences in tribal population characteristics
(especially age distributions) and the availability
of other resources such as State Medicaid pro-
grams, range from an expected 30 to 50 percent
of contract care charges that should be collected
from non-IHS payers (46).

Data from the U.S. Census Bureau’s 1980 sup-
plementary survey of American Indians, Eskimos,
and Aleuts provide the only national estimates of
other sources of payment for health services.
However, those data refer only to Indians resid-
ing on reservations and in historic areas of Okla-
homa (336,000 out of a 1980 total self-identified
Indian population of 1.4 million and an IHS esti-
mated eligible service population of 829,000) and
cannot be generalized with confidence to other In-
dian populations. Data from the census survey
suggested that about 85 percent of the reservation-
based Indians had received some type of health
service during 1979, Eighty percent of those serv-
ice users reported that their usual place of treat-
ment was an IHS facility; for 11 percent, the de-
livery site was a private physician’s or dentist’s
office; and for 5 percent, it was a tribal clinic or
hospital. Eighty-four percent of service users re-
ported that their recent services had been paid for
by IHS (including IHS contract care and tribal 638
health programs), nearly 5 percent of the services
were paid by private insurance, 5 percent by the
recipient or recipient’s family, and 3 percent by
Medicare or Medicaid (147).

Ch. 5—The Indian Health Service ● 187

It is surprising that only 3 percent of the Indian
service users reported their care had been paid for
by Medicare or Medicaid, especially in view of
other census data showing that of Indians 15 years
of age and older, 7.3 percent reported receiving
benefits from Medicare or Medicaid, an additional
12 percent reported social security benefits, and
6.6 percent received BIA general assistance. It is
possible that when an IHS facility is the first point
of contact, it is assumed that IHS pays for the
care, although this may not be the case if IHS can
collect reimbursement from Medicare, Medicaid,
and other payers (147).

IHS pursues two approaches in its efforts to
make full use of alternate resources. First, serv-
ices may be provided in IHS facilities to Indians
who are eligible both for IHS care and for Medi-
care, Medicaid, private insurance, or other cov-
erage. In such cases, IHS seeks reimbursements
from those other sources before absorbing the
costs in its direct care budget, In a second situa-
tion that affects the contract care program, an
IHS-eligible Indian also having other sources of
payment may be referred for care to a non-IHS
provider. IHS then must verify that all other
applicable sources have paid their shares before
the IHS contract care program can pay the re-
mainder of the bills. If the individual has no other
source of payment, IHS is responsible for the full
charges.

IHS officials report that collections from Medi-
care for services provided in IHS facilities to In-
dians who also are Medicare beneficiaries proceed
relatively smoothly. IHS has been reimbursed un-
der the Medicare prospective payment diagnosis-
related group (DRG) system since October 1983.
Likewise, Medicare payments associated with con-
tract care referrals are not a problem as long as
the private provider is aware of the patient’s Medi-
care eligibility and bills Medicare on behalf of that
patient. IHS direct and contract care programs
have found it more difficult to collect from State
Medicaid programs, however, primarily because
of problems in ensuring that all Medicaid-eligible
Indians are enrolled. IHS must deal with differ-
ent and changing Medicaid eligibility and coverage
requirements in each State, and State Medicaid
programs, which are under budgetary pressures
of their own, have little incentive to encourage
Indian enrollment (70).
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Non-IHS private hospitals and physicians that
treat IHS contract care patients should bill pri-
vate third-party insurers, in addition to Medicare
and Medicaid, before submitting bills for any re-
mainder to IHS. Service unit contract care staff
are responsible for verifying that all other appro-
priate payments have been made before author-
izing contract care disbursements. IHS collections
from private payers for services delivered in IHS
facilities pose other problems: because individual
Indians are not billed and are not legally liable
for the costs of their medical care, their private
insurers likewise cannot be held liable. Thus IHS
usually is not able to collect reimbursements for
such care from an Indian’s private insurance com-
pany. In spite of these difficulties, IHS has been
directed to continue to pursue all possible third-
party reimbursements (60).

The fiscal year 1985 IHS appropriations brief-
ing book cited unidentified preliminary data in-
dicating that “less than 2 percent of the Indian
population have private insurance” (162). Even
in view of high unemployment among Indians and
other factors, this figure seems quite low. One
Federal official familiar with the program esti-
mates that at least 5 to 10 percent of Indians have
private insurance, because Indian employees of
the Federal Government alone would account for
more than 2 percent (83). IHS states that a study
is underway to generate better data on this
question.

Reimbursements from Medicare, Medicaid, and
private payers are used primarily to upgrade hos-
pital and clinic facilities or equipment and to hire
temporary staff. The amounts of reimbursements
collected vary among IHS areas. Those that are
most dependent on contract care may of neces-
sity be more active in third-party collections than
IHS areas where pressures on contract care funds
are not so great. Some areas express fears that
third-party collections will be used to offset their
regular budget allocations. Furthermore, aggres-
sive third-party collections are discouraged if the
funds are not available to the service unit where
they were collected. Title IV of the Indian Health
Care Improvement Act provided that third-party
collections would be held in a special DHHS level
fund for redistribution as needed to upgrade fa-
cilities and services, but some areas and service

units complained that they received less than they
had collected. The 1985 amendments proposed
that each service unit be able to use at least 50
percent of the amount it collected, but that legis-
lation had not been enacted by the end of 1985.
At the least, clarification of whether third-party
collections will be treated as offset or supplemen-
tal funds for budget allocation purposes could en-
courage greater collection efforts.

In order to utilize alternate resources most ef-
fectively, the IHS contract care program must be
able to respond to changes in the general health
care delivery environment that will affect its ben-
eficiaries. Changes in State Medicaid programs
can have significant effects on IHS contract care
programs. In the State of Washington, for exam-
ple, a health program for the medically indigent
that served a large number of Indians was discon-
tinued for about 6 months in 1985. The Portland
area IHS office estimated that if the program were
not reinstated (it was reinstated in October 1985,
but its future still was uncertain), additional costs
to the IHS contract care program would total at
least $2 million per year (107). Indians in the State
of California have relied on the relatively gener-
ous MediCal system for a large volume of serv-
ices, especially hospital services, that California
IHS contract care programs often cannot afford.
Recent implementation of a Medicaid program in
the State of Arizona, the Arizona Health Care
Cost Containment System, has brought about a
major realignment of IHS, county, and State health
programs available to Indians.

IHS contract care programs must keep current
of changes in State Medicaid programs in order
to encourage all eligible Indians to enroll and
maintain eligibility in those programs. In Min-
nesota, the Medicaid program recently required
that all Medicaid beneficiaries be treated in State-
qualified health maintenance organizations. How
this new requirement will affect services delivery
to Medicaid-enrolled Minnesota Indians is not yet
known. The Minneapolis urban Indian health
project, for example, which serves both Indians
and non-Indians who are covered by Medicaid,
is not a health maintenance organization, but in
order to continue serving its Medicaid-eligible
clients, it joined a network of qualified health
maintenance organizations.



The question of whether IHS and tribally oper-
ated facilities should treat and bill non-Indians
raises other issues involving appropriate relations
between IHS and the alternate resources, Indian
health facilities serve non-Indians in Alaska,
where IHS facilities are the only health services
available in some areas. Some tribal 638 health
programs in California serve non-Indians, as do
some urban Indian projects. The practice is not
prohibited by IHS, as long as there are assurances
that Federal funds destined for Indians are not
spent to care for non-Indians. In some IHS facil-
ities, Indian users do not want their facility to treat
non-Indians.

Management Efficiency in the
Contract Care Program

The use of contract care and private resources
represents a growing portion of IHS clinical serv-
ices delivery, and, as a number of recent studies
have pointed out, there are questions as to whether
IHS management techniques have kept pace with
program growth. Under current budget constraints,
it is of critical concern that IHS’s purchase of con-
tract services be as cost-effective as possible.
Questions have been raised about program man-
agement policies that allow the payment of IHS
contract care funds to private providers on terms
that are not always advantageous to IHS and that
ultimately may reduce the volume of contract
services purchased.

Management of the IHS contract care program
has been reviewed by the American Indian Pol-
icy Review Commission’s task force on Indian
health, 1976 (128); a General Accounting Office
(GAO) study of contract care claims processing,
1982 (132a); the Grace Commission’s private sec-
tor survey on cost control, 1982 (119); the IHS
Director’s Contract Health Services Task Force,
1983 (181); and a Macro Systems study of fiscal
intermediary costs, 1984 (69).

Among potential problems in the IHS contract
care program identified by these studies were the
following: 1) IHS pays 100 percent of charges
billed instead of the 80 percent of customary fees
usually covered by private insurers; 2) the con-
tract care program does not reimburse its vendors
at Medicare DRG rates, although it receives its
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reimbursements from Medicare based on DRGs;
3) in some areas there is a lack of aggressive com-
petitive bidding for IHS contracts and of force-
ful negotiations for reduced charges; 4) IHS proc-
esses its own contract care claims instead of using
a fiscal intermediary or billing agency at poten-
tially lower cost; and 5) procurement policies and
cost accountability in IHS area offices and serv-
ice units, where the contract care program is
administered, could be improved with more ex-
perienced staff and computer capabilities.

There seems to be agreement that IHS should
negotiate more aggressively, where it can, to ob-
tain better prices for the services it purchases. In-
stead of paying 100 percent of billed charges, the
contract care program could bargain for reduced
fees and encourage competition among contract
providers wherever possible. In some geographic
areas, IHS does not represent a sufficient share
of the health services market to negotiate effec-
tively for reduced rates; elsewhere, the lack of
alternate providers may eliminate the effects of
competition; but these limitations do not exist
everywhere.

The GAO study recommended that IHS con-
tract providers be reimbursed at Medicare rates
rather than at 100 percent of the amount billed,
as has been IHS practice (132a). This recommen-
dation was supported by the Director’s Task Force
on Contract Health Services and by the Grace
Commission report, both of which called for a
uniform, standardized IHS rate structure based
on Medicare and the use of Medicare intermedi-
aries for claims processing. Use of a Medicare-
based rate structure, such as DRG rates, would
generate substantial savings for the IHS contract
care program. One way to implement Medicare
rates in IHS would be to make acceptance of those
rates for IHS patients a condition of Medicare pro-
gram participation. This approach would require
legislation and is not under active consideration.
Another approach that IHS was considering at the
end of 1985 was the issuance of a “general notice, ”
which is provided for under Federal contracting
procedures and would not require formal rule-
making. The notice to prospective contractors
would state that IHS would refer patients only
to private providers with which it had contracts,
and that it would enter into such contracts only
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if the contractor agreed to accept payment at no
more than Medicare-allowable rates. IHS still
would be the last or residual payer, but if IHS
were the only payer, it would pay 100 percent
rather than the usual 80 percent of the Medicare-
allowable rate. Emergency services provided by
noncontract sources would be paid at full billed
charges. IHS officials have stated that the prob-
lem of obtaining more favorable contract care
rates is not so much one of authority as of inade-
quate leverage, and it is hoped that the terms
specified in the proposed general notice may im-
prove IHS’s position in negotiating with contrac-
tors (78).

The use of fiscal intermediaries and carriers for
IHS contract care claims processing also has been
recommended. In addition to reducing the costs
of claims processing by taking advantage of ex-
isting automated systems, it was suggested that
experienced fiscal intermediary staff could per-
form the essential steps of identifying and verify-
ing third-party resources for each claim. More
efficient invoice processing could reduce dupli-
cate payments and other errors. GAO, the Grace
Commission, and the contract health services task
force all supported this recommendation, and IHS
was directed to explore its potential costs and sav-
ings. An analysis completed in March 1984 sug-
gested that IHS could process claims more effi-
ciently and at lower cost by retaining the function
in-house (69). IHS officials also have pointed out
that legislation would be necessary to permit IHS
to delegate its responsibility for determining eligi-
bility for services to an outside party such as a
fiscal intermediary (78).

The Grace Commission in 1982 noted varia-
tions in claims processing policies and procedures
among IHS areas and service units. Third-party
resources usually were identified, but verification
of provider invoices relative to claims filed was
inconsistent. Too many people were involved in
the largely manual claims processing system, and
there was a general lack of uniformity in proce-
dures and of adequate controls throughout the
system. One processing problem was the failure
to deobligate on a timely basis unused funds set
aside in service unit contract care budgets for au-
thorized services. Excessive withholding of ob-
ligated reserves reduced the funds available for

new referrals. In addition, more than one study
mentioned a variety of deficiencies in contract care
program procurement policies (119).

Conclusions

The contract care program is an essential com-
ponent of IHS clinical services delivery because
it purchases services that IHS facilities and staff
cannot provide directly. Contract care now rep-
resents about 20 percent of the total IHS budget
and 25 percent of the clinical services budget na-
tionally, although those figures vary considera-
bly among IHS areas.

Contract care allocations among the areas are
determined by the same program continuity budg-
et methods that are applied to IHS direct serv-
ices: that is, each area’s share of the annual ap-
propriation is approximately the same from year
to year. Contract care funding does not reflect
need, in terms of what cannot be provided by IHS
direct facilities, or demand, as expressed by ac-
tual requests for contract service authorizations.
Although it has been suggested that contract care
funding might be adjusted to compensate areas
that have relatively limited direct care facilities
and that a combined direct/contract care resource
allocation formula might incorporate such a com-
pensation factor, there has been no action on such
proposals. Because the types and amounts of IHS
direct services vary considerably among the areas
and because contract care programs supplement
the services that IHS facilities provide directly,
the mix of services covered by contract care like-
wise is different in each IHS area. The private re-
sources that are available as potential contractors
in a given area also affect the contract services
package.

In recent years, increases in annual contract
care appropriations have been less than rates of
general health cost inflation. As a result, the pres-
sures of funding constraints are mounting, and
the IHS contract care program currently is ration-
ing services in several ways: 1) contract care eligi-
bility criteria are more restrictive than criteria for
IHS direct services; 2) services maybe authorized
only according to each area’s medical needs pri-
ority system; and 3) all other payers must be
tapped before IHS can pay the remainder of a bill



(the residual payer principle). The primary ration-
ing force behind these policies is the limitation of
annual area and service unit contract care budgets,
the effects of which are felt more severely in some
areas than in others.

Funding levels, management policies, and con-
tract care utilization patterns vary substantially
among IHS areas, aggravating inequities in re-
source allocations and in the services available to
eligible Indian residents in the 12 areas. Manage-
ment of the contract care program, including
budget management and the necessary rationing
of services, is implemented at the service unit and
IHS area levels within general guidelines from IHS
headquarters. The contract care program is par-
ticularly difficult to manage at the immediate serv-
ice unit level, where budgets have the least flexi-
bility, the incidence rates of particular diseases and
conditions are most variable, referral decisions
must be made on a case-by-case basis, and unex-
pectedly high-cost contract referrals can severely
dislocate budget management plans. The level of
service unit staff expertise and the quality of sup-
porting data systems also affect program admin-
istration. In addition, the IHS contract care pro-
gram does not permit the carryover of funds from
one fiscal year to the next (although tribal 638
contract care programs do have that option),
which further limits the ability to manage the
program effectively. Instead, services may be re-
stricted too severely early in the fiscal year in or-
der to conserve funds, and then at the end of the
year virtually any service request may be author-
ized, including previously deferred services, to
close out the budget. Provision to carry over a
certain percent of the annual allocation, perhaps
5 or 10 percent, could ease this problem.

Some IHS area offices have established formal,
centralized contract care program management
policies, including systems to monitor perform-
ance in all service units. In some areas, such ef-
forts are supported by large, labor-intensive man-
ual data systems, although automated systems
clearly are needed (for example, the Portland IHS
area manages its contract care program, which
represents half of its total clinical services budget
or nearly $19 million, with manual systems). Pro-
cedures to ensure that all applicable payments
have been made by alternate resources (third-
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party payers), a critical part of contract care
management, also vary depending on area office
leadership, staff capabilities and, perhaps, the im-
portance of contract services in the areawide de-
livery system. The mandatory use of alternate re-
sources may require substantial efforts by service
unit staff to encourage all eligible Indians to en-
roll in Medicaid and other programs, and then
to verify and process claims applicable to those
programs. Greater assistance from area office staff
could relieve the service units of some of the bur-
den of dealing with many outside providers.

It is not likely that IHS’s annual appropriations
will increase substantially in the immediate future.
Growth in the contract care appropriation since
1980 has averaged about 10 percent per year (al-
though there have been wide variations in budget
growth from year to year, as shown in app. C),
which is somewhat below average annual infla-
tion in general health care costs. Over the same
period, while numbers of IHS direct care inpatient
admissions and outpatient visits remained rela-
tively constant or increased slightly, inpatient ad-
missions and outpatient medical visits authorized
by the contract care program each declined by ap-
proximately 6 to 7 percent per year (191). The
average number of patients being treated daily in
IHS direct care hospitals has declined only slightly
since 1980, from 1,178 to 1,072 inpatients per day
(a decline of 9 percent); but the average daily
census of contract care patients has declined from
398 in 1980 to 281 in 1984, or by nearly 30 per-
cent (191).

That inpatient utilization has declined substan-
tially while the overall contract care appropria-
tion has continued to grow (even if at rates be-
low general health inflation) raises questions
about increases in inpatient per diem charges to
the contract care program, by area, compared
with such increases in other groups of U.S. com-
munity hospitals. In spite of the effects of gener-
ally declining average lengths of stay, when these
utilization trends are viewed against the back-
ground of a 16-percent growth in the IHS eligi-
ble service population since 1980, they suggest
that budgetary restraints are limiting the services
delivered by IHS and, in particular, by the IHS
contract care program. This conclusion is sup-
ported by reports from the field that contract care
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programs have been forced by budget limitations
to authorize services primarily for medical emer-
gencies and life-threatening conditions, while nec-
essary but less urgent services are deferred or de-
nied. Declining utilization of the contract care
program appears to reflect funding limitations,
rather than any actual decline in the need or de-
mand for contract services (although demand,
too, may decline if there is little likelihood of ob-
taining care).

In spite of recently declining utilization, sev-
eral factors suggest that in the future, IHS of ne-
cessity may become increasingly reliant on the
contract care program. The present IHS network
of direct care hospitals and clinics is limited in the
types of services it can provide, and budgetary
limits increasingly restrict new facility construc-
tion, the replacement of old and inadequate fa-
cilities, and needed maintenance and repair for
existing facilities. Diagnostic and therapeutic
equipment purchases are limited, further reduc-
ing service delivery capabilities. As the older IHS
hospitals and clinics deteriorate, it is not likely
that they will either be maintained or replaced as
has been the practice in the past. This situation
is due to the overall budget situation and, in part,
to the practical limitations of delivering compre-
hensive and specialty services to many widely dis-
persed small population groups. It may in fact be
more cost-effective for IHS to discontinue the pro-
vision of extensive inpatient services in its own
facilities, to contract for more of its inpatient care,
and to concentrate IHS direct delivery on out-
patient clinic facilities and services.

A critical factor that may orient IHS toward
increased contracting in the near future is the
growing problem of how to recruit and retain ade-
quate medical staff. IHS depends for physicians,
nurses, and other medical and administrative staff
on the PHS Commissioned Corps, which is not
a growing resource, and on the service payback
obligations of NHSC trainees. The NHSC pro-
gram is being eliminated, and the last few NHSC
scholars will be assigned to IHS in 1990. It is not
clear how IHS anticipates meeting this loss of
professional staff. If IHS direct care staff positions
cannot be filled, there would appear to be little
alternative but to turn to the services of private
providers, where they exist, under the contract
care program.

If IHS is going to continue to provide a com-
prehensive range of health services to American
Indians, it seems likely that it will have to rely
increasingly on the contract care program. This
may be especially true for inpatient services, ex-
cept in areas so isolated that no private resources
are available for contracting. As a result, the con-
tract care program may claim an increasing share
of the IHS clinical services budget and may com-
pete more intensely with direct care hospitals and
clinics for funding. At current low rates of utili-
zation in most IHS hospitals, averaging only
about 50 percent occupancy, their continued ex-
istence will be hard to justify except where no
alternative facilities exist.

Whether greater reliance on contract care will
increase or decrease the overall costs of health care
delivery for Indians cannot be determined at this
time. Much will depend on IHS’s ability to man-
age contract care efficiently. Current administra-
tive systems, levels of staff expertise, data systems
support, and headquarters guidance and techni-
cal assistance devoted to contract care might not
be adequate to manage a greatly expanded pro-
gram. Because of the decentralized IHS structure,
headquarters has not taken the initiative in help-
ing areas and service units to resolve their con-
tract care management problems.

Management policies that could maximize the
purchase of contract care services (some of these
techniques would be difficult to implement on the
small scale of the service unit) have been noted
earlier in this section: payments to private con-
tractors at rates more comparable to those paid
by other buyers, i.e., 80 percent of Medicare-
allowable or Medicare DRG rates, rather than
payments of 100 percent of billed charges; en-
couragement of competition among providers and
more aggressive negotiations for reasonable or dis-
count service charges, where possible; automated
systems to track and monitor contract care obli-
gations and claims processing; and IHS area or
headquarters support in resolving the legal and
operational problems of dealing with many dif-
ferent alternate resources, both public (especially
State Medicaid programs) and private. Authori-
zation to carry over funds from one fiscal year
to another has been mentioned as a possible means
of assisting contract care program managers to
use their limited resources more effectively. The



planning and management difficulties inherent in
uncertain annual appropriation levels cannot be
avoided entirely in the present system, but more
serious efforts at assessing health services needs
and planning services, and particularly in the co-
ordination of services available through the di-
rect and contract programs, could contribute to
more cost-effective services delivery.

At the same time, however, given expected
rates of increase in general health care costs rela-
tive to likely IHS budget increases, even the most
efficient management techniques may not be
enough to overcome the problems of inadequate
funding and a growing service population. Cur-
rent methods of rationing limited contract care
funds create inequities in the services that may
be provided to individual beneficiaries living in

different IHS areas and service units. Beyond these
equity problems, the central policy and manage-
ment question involves identifying and imple-
menting the most cost-effective balance of IHS di-
rect and contract services, and the appropriate mix
of direct and contract services will be different in
each IHS area because of differences in available
direct and alternate resources.

As IHS contract care budgets are increasingly
stressed, IHS will have to become more aggres-
sive and efficient in collecting applicable third-
party reimbursements for services provided to
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eligible Indians both in IHS facilities and by pri-
vate providers under contract, Increased collec-
tions will tend to shift the costs of health care for
Indians to State, county, and local programs, in-
creasing existing conflicts over which level of
government is ultimately responsible for Indian
health.

The IHS contract care program relates to a wide
range of other public and private health providers.
Changes in the general health care delivery envi-
ronment affect IHS contract care, and IHS should
monitor such changes to anticipate how its con-
tract care program can best respond to them.
Changes in eligibility criteria and in the range of
services covered by State Medicaid programs,
which have been implemented in a number of
States recently to slow the growth in Medicaid
expenditures, can have immediate and substan-
tial effects on local IHS contract care programs.
The non-Indian health care delivery system in the
United States is under increasing financial stress,
and future limitations in other public health pro-
grams and in private provider obligations for
charity care may reduce the extent to which alter-
nate resources are available to relieve pressures
within the IHS contract care program. Although
IHS cannot prevent such changes, it should be pre-
pared to respond to them.

URBAN INDIAN HEALTH PROJECTS

According to the 1980 U.S. census, almost two-
thirds of all Indians lived off reservations, tribal
trust lands, or other Indian lands. Of all identi-
fied American Indians, Eskimos, and Aleuts in
1980, 24 percent lived on reservations, 8 percent
in historic areas of Oklahoma (excluding urbanized
areas), 3 percent lived in Alaska Native villages,
2 percent on tribal trust lands, and 63 percent lived
in the remainder of the United States (148). Part
of the growth in off-reservation residency can be
attributed to past Federal policies such as allot-
ment and termination (see ch, 2) in addition to
the changing nature of reservations and the eco-
nomic developments surrounding them. Incen-

tives for Indians to move and stay away from their
homelands exist, for example, if traditional forms
of subsistence are diminished because the carry-
ing capacity of reservation lands has approached
an upper limit or because of the loss of fishing
or hunting resources; if there is little or no chance
of earning a living wage or maintaining gainful
employment; if the educational system is viewed
as inferior; or if the social climate is unacceptable
or dangerous. With an unemployment rate of 27.8
percent on all reservations in 1979 (152), it is not
surprising that more and more Indians are choos-
ing to reside off of reservations, where opportu-
nities to work are greater.
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Funding for Urban Indian Health
Initiatives

In the early 1970s, the Federal Government be-
came increasingly interested in programs to as-
sist urban Indians. President Nixon’s special mes-
sage to Congress on Indian Affairs stated: “BIA’s
responsibility does not extend to Indians who
have left the reservation, but this point is not al-
ways clearly understood. As a result of this mis-
conception, Indians living in urban areas have
often lost out on the opportunity to participate
in other programs designed for disadvantaged
groups” (94). The Office of Economic Opportu-
nity was directed to lead an effort by four Fed-
eral departments and agencies to alleviate the
problems faced by urban Indians, for example,
by supporting existing Indian centers in major cit-
ies as links between urban Indians and various
government programs.

In 1972, IHS began to fund urban programs
through its community development branch un-
der the general authority of the Snyder Act. Since
then, 42 different projects have received financial
support from IHS. The Indian Health Care Im-
provement Act of 1976 explicitly authorized ur-
ban Indian organizations to contract with IHS to
operate health centers and to increase Indian ac-
cess to public assistance programs. In 1984, there
were 37 urban programs in 20 States funded by

Table 5-17.—lHS-Supported Urban Indian

IHS (see table 5-17). Staffing for the urban pro-
grams is shown in table 5-18.

Urban health projects are distinguished from
IHS’s reservation-based clinics by their emphasis
on increasing access to existing services funded
by other public and private sources rather than
providing or paying for services directly. The
average number of funding sources for the 37 ur-
ban programs was 5.3 in fiscal year 1984. Two
urban programs, both well established, had more
than 10 sources of support each. At the other end
of the spectrum, five programs relied solely on
IHS for funding. Fifty-one percent of total urban
program funding was provided by IHS. Forty-six
percent of the remainder came from other Fed-
eral sources including the Community Health
Centers program, Maternal and Child Health, the
Administration for Native Americans, Women In-
fants and Children, and Medicare. Although only
four programs received funds from the Commu-
nity Health Centers program, this $1.6 million
comprised 9.1 percent of total funding. State Med-
icaid programs represented 3 percent of urban
program revenues (184).

Out-of-pocket and private insurance collections
and private grants have been important sources
of income to the urban programs, although in fis-
cal year 1984, only 5.6 percent of total funds were
obtained from patient collections and 4.4 percent

Health Programs, by State, Fiscal Year 1984

State Location State Location
1, Arizona . . . . . . . . . . . . . . . . . . . . Phoenix 20. Great Falls
2. Tucson 21. Helena
3. California . . . . . . . . . . . . . . . . . . Bakersfield 22, Miles City
4. Compton 23. Missoula
5. Fresno 24. Nebraska . . . . . . . . . . . . . . . . . . Omaha
6. Sacramento 25. New Mexico. . . . . . . . . . . . . . . Albuquerque
7. San Diego 26. Nevada . . . . . . . . . . . . . . . . . . . Reno
8. San Francisco/Oakland 27. New York . . . . . . . . . . . . . . . . . . New York
9. San Jose 28. Oklahoma. . . . ... . . . . . . . . . . Tulsa

10. Santa Barbara 29, Oklahoma City
11. Colorado. . . . . . . . . . . . . . . . . . . Denver 30. Oregon . . . . . . . . . . . . . . . . . . Portland
12. Illinois. . . . . . . . . . . . . . . . . . . . Chicago 31. South Dakota. . . . . . . . . . . . . . . Pierre
13. Kansas . . . . . . . . . . . . . . . . . . . . Wichita 32. Texas . . . . . . . . . . . . . . . . . . . . . Dallas
14. Massachusetts . . . . . . . . . . . . . Boston 33. Utah . . . . . . . . . . . . . . . . . . . . . . Salt Lake City
15. Michigan . . . . . . . . . . . . . . . . . . Detroit 34. Washington . . . . . . . . . . . . . . . . Seattle
16. Minnesota . . . . . . . . . . . . . . . . . Minneapolis 35. Spokane
17. Montana . . . . . . . . . . . . . . . . . . . Anaconda 36. Wisconsin . . . . . . . . . . . . . . . . .Green Bay
18. Billings 37. Milwaukee
19. Butte
SOURCE U S Department of Health and Human Services, Public Health Service, Health Resources and Serv!ces Administrallon, Indian Health Service, “Major Health

Facilities for Indians and Alaska Natives, ” I!sting urban Indian health programs by State, 1984.
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Table 5-18.—Urban Indian Health Program Staff
Profile, Full-Time Equivalents, Fiscal Year 1983

Medical Other Total Indian
Program or dental staff staff (percent)

All programs . . . . . 112.5 479.2 591.6. . ,
Albuquerque, NM . . . 0.5
Anaconda, MT . . . . . . —
Bakersfield, CA . . . . . 0.5
Billings, MT . . . . . . . . 0.4
Boston, MA . . . . . . . . 0.7
Butte, MT . . . . . . . . . . —
Chicago, IL . . . . . . . . 0.2
Compton, CA. . . . . . . 9.8
Dallas, TX. . . . . . . . . . 4.9
Denver, CO . . . . . . . . 1.4
Detroit, Ml . . . . . . . . . 0.6
Fresno, CA. . . . . . . . . 3.5
Great Falls, MT . . . . . 3.0
Green Bay, WI . . . . . . —
Helena, MT . . . . . . . . 1.7
Miles City, MT. . . . . . —
Milwaukee, WI . . . . . . 11.0
Minneapolis, MN . . . 5.3
Missoula, MT. . . . . . . —
New York, NY . . . . . . 1.0
Oklahoma City, OK. . 5.4
Phoenix, AZ . . . . . . . . —
Pierre, SD. . . . . . . . . . 4.5
Portland, OR . . . . . . . 3.7
Reno, NV . . . . . . . . . . 1.0
Sacramento, CA . . . . 5.0
Salt Lake City, UT . 2.1
San Diego, CA. . . . . . 3.5
San Francisco, CA . . 8.6
San Jose, CA. . . . . . . 2.6
Santa Barbara, CA . . 4.0
Seattle, WA . . . . . . . . 14.2
Spokane, WA. . . . . . . 4.2
Tucson, AZ . . . . . . . . 2.0
Tulsa, OK . . . . . . . . . . 5.1
Wichita, KS . . . . . . . . 2.0

8.0
1.0
7.8
3.0

14.1
1.0
4.8

29.5
21.8

7.0
9.3
9.8
1.5
9.1
0.8
2.0

48.0
60.6

2.6
8.0
9.8
7.0
3.5

12.9
5.3

19.0
7.5
7.0

28.0
8.2
8.1

64.0
11.6
2.2

24.6
10.8

8.5
1.0
8.3
3.4

14.8
1.0
5.0

39.3
26.7

8.4
9.9

13.3
4.5
9.1
2.5
2.0

59.0
65.9

2.6
9.0

15.2
7.0
8.0

16.6
6.3

24.0
9.6

10.5
36.6
10.8
12.1
78.2
15.8
4.2

29.7
12.8

59.3 ”/0

11.8
100.0
60.2
88.2
81.1

100,0
80.0
31.0
73.0
73.8
85.9
51.1
77.8

100.0
40.0

100.0
38.1
58.6

100.0
88.9
65.8
78.6
62.5
65,1
31.7
66.7
55.2
57.1
65.6
27.8
24.8
70.1
55,1
52.4
68.7
53.1 0/0

SOURCE’ U S Department of Health and Human Services, Public Health Serv-
ice, Health Resources and Services Admirrtstration,  Indian Health Serv-
ice, Division of Health Systems Development, Urban /nd/arr Hea/fh
Program Eva/uaf  ion Project, Fisca/  Year 1983 (Tucson, AZ IHS, Febru-
ary 1984), table 5

from private grants. An average 17 percent of In-
dian clients across all programs had some form
of private health insurance, but the extent of cov-
erage and ability to meet deductible and copay-
ment requirements is not known (138). Twenty,
or 55 percent, of all urban programs request some
form of payment from their clients (184). The pro-
grams do not require payment for services, how-
ever, and sliding fee scales are used to determine
the amount requested of clients. A complete ac-
count of funding sources and allocation of costs

for the urban programs is provided in tables
5-19 and 5-20.

In order to receive IHS support for an urban
Indian health project, an organization must sub-
mit an application. Criteria that IHS applies to
make funding determinations on the urban pro-
grams include attention to cultural barriers, con-
ditions discriminating against Indians, inability
to pay for health care, lack of facilities provid-
ing free care to indigent persons, lack of State or
local health programs, technical barriers created
by State and local health agencies, availability of
transportation to health care services, and dis-
tance between Indian residences and the nearest
health care facility (42 CFR 36.351). Funding for
specific programs has taken into consideration the
extent of unmet health needs in the urban com-
munity, as determined by the incidence and prev-
alence of disease, life expectancy, infant mortal-
ity, dental needs, housing conditions, family
income, and employment status. There have been
no new urban Indian health projects established
in the past few years. Projects that have been in
existence longer and have had time to strengthen
their organizations tend to receive a greater
proportion of IHS’s allocation for urban Indian
health projects.

Two other important factors in determining
funding priorities are the Indian population in ur-
ban centers and whether the city has an existing
urban Indian health program. With respect to
population, there are five levels of priority, with
greatest preference given to cities with more than
9,000 Indians and lowest preference given to lo-
calities with fewer than 1,000 Indians (42 CFR
36.351). The 1980 census identified 114 out of 318
Standard Metropolitan Statistical Areas (SMSAs)
as having more than 1,000 American Indians, Es-
kimos, and Aleuts (see table 5-21). Two of the
four largest urban Indian health programs sup-
ported by IHS are located in SMSAs that ranked
eighth and ninth on the list of SMSAs with the
largest numbers of Indians; however, 7 of the 37’
projects funded in fiscal year 1984 served Indians
in communities that had fewer than 1,000 Indian
inhabitants in the 1980 census, and 3 programs
were located in cities with an IHS hospital or clinic
in close proximity.



Table 5-19.—IHS. Funded Urban Indian Health Programs, Fiscal Year 1984:
Distribution of Reported Revenues in Dollars, by Source and by Program

—
CHC Other IHS IHS

Program
Other 3d Patient

Total Sec 330 MCH Title X WlC Federal Title V other Medicare Medicare party collections State County City Other

$508.967 $144.671 $774,286
2.91% O 83% 4.42%

— — —
— — —
— — —
— — —
— 1880 –
— — —
— — 19539

165761 – –
— 4,625
— 13,000 25,880

25000 –
— — 15501
— — —

30,500 – 21 801
— — —
— — —
— 60,575

57654 2 7 5 2 4  1 2 7 2 4 5
13,000 – 37008

— 60,000 –
— 11,250

— — —
— — —
— — —
— — 8,268

35319 – 25,935
— — 17497
— — 5,554

68500 – 9,500
— — —
— — 10,000

135031 17267 264,026
— — 29,460

3202 – 769
— 34,604

— — 45,249

All programs $17517,838 $1595143 $294,233 $108.502 $645979$1234015 $7,928,531 .$929,533 $97,154 $590478 $546,390 $980,502 $1 139,454
Percent by source

Albuquerque NM
Anaconda, MT
Bakersfield, CA
Billings, MT
Boston, MA
Butte MT
Chicago, IL
Compton, CA
Dallas, TX
Denver, CO
Detroit, Ml
Fresno, CA
Great Falls, MT
Green Bay, WI
Helena, MT
Miles City, MT
Milwaukee, WI
Minneapolis, MN
Missoula, MT
New York, NY
Oklahoma City, OK
Phoenix, AZ
Pierre, SD
Portland OR
Reno, NV
Sacramento, CA
Salt Lake City, UT
San Diego, CA
San Francisco, CA
San Jose, CA
Santa Barbara, CA
Seattle, WA
Spokane, WA
Tucson, AZ
Tulsa, OK
Wichita, KS

100 .0%

111,519
30.429

140690
77,012

349014
37,543

179,771
1,539410
1 121,760

222,027
231856
494,556
101 494
183364
92,229

109909
2,138713
1,432,838

129,798
316,000
517,600
165297
197,528
394,222
158,436
514,889
201,620
407,801

1 087,898
469,338
326190

2,263,198
317,262
156,099
924.942
375586

9.11%
—
—

—

—

—
—
—

—
—
—

864,414
328451

—
—
—

12,586
—
—

—

—
—
—
—
—
—

389,692
—

1 68%
—
—
—
—
—
—
—
—
—
—

11,906
50,000

—
—
—
—

43459
—
—
—
—
—
—
—
—

—
—

188868
—
—
—
—
—
—
—

O 62% 3 69% 7 . 0 4 %
—

—

3738

10.603
—

—
642675

—
—
—
—
—
—

68,780
246737

—
20,000
17000

—
—
—
—
—
—
17
—
—
—
—

126,665
—
—

97800
—
.

45.26%

98,499
30,429

118,216
77012
96,574
37543

137,992
548,676
357,226
183,147
193,000
175,436
101 494
129,000
64,620
41,129

389232
588899

59,790
119000
463,000
133,226
165,500
276,200
150168
122419
146727
231,061
352,680
187662
176785

1,093,254
173716
134,369
332,894
241,956

5.31% o 55% 3 37% 6 50%
—
—
—
—

22257
—
—

183194
—
—
—

99565
—

2063
19547

—
—

10875
—

90000
15,057

—
11 478

—
—

208775
—

108579
116,874
128,001
72,665

9,534
—

1 012
—

39,978

3 12% 5 60%

13.020 —
— —

—
—

18.736
—

— — —
— — — —

217700—
— — —

13319
192000

—
6.197

—
24,390

—

100
44481

2,274— —
106,002 56,699

— 92844

—
287078

—

—— — — —
50300 1.500

21 553

— —
— 88.020 —
— —

—— — —
1.869

72962
—

3604
—

91000
292190

—

2589— —
—— — — —

251400— 72146 31688 15.100
—— — —

— — — —
30000— — —

643
15,081

—
390

—
370

—
26890

—

2625
7787

34.299
16,563
17,828

260000
—

44,877
44,669
11,169
12,935
27.061
11.837

— —
— 14,301 2,689 —

5339— — — —
15,991

—
11 544

1,399
28085

97,889
11 230
43,292
15541

933
5,987

15,193

— 39.660 18000 36584
— —

—

—
4449 72149

706
12,889

—
— 18711

3805—
—

—
91 476
53.286

—

21,431
47,481

36,904

—
2500 —

— 10,633
153365
35640

—
341 700 12964

4,255
2,201

—
1 772

—
—
—
—
—

—
678

—
19,601—. —— — —.—

Revenue Sources CHC = Federal Commumty  Health Center MCH = Federal Maternal and Chdd Health TKle X= Federal Family Planning WIC = Federal Women lnfarws and Children Title V = IHS UrDan Indian Funding

SOURCE U S Department of Health and Human Serwces  Pubhc Health Serwce Health Resources and Serwces  Admmlslfallon  Inolan Health Serwce  Diwslon of Health Systems Development Urban /rrdMn Hea/fh  F7qecr  Eva/ua(~on  Reporl  Fma/ Year
7984  (Tucson AZ IHS June 1985I  table I



Table 5-20.—lHS-Funded Urban Indian Health Programs, Fiscal Year 1984: Distribution of Costs in Dollars by Program Component

Program Total Medical

All programs $16567293 $3724830

Lab and Pharmacy
X-ray (medical Dental

$451940 $342139 $2167395

Community FacilityHealth
education

$796.372
4.81%

5.827

7020
348

4.109
85443
84,572

30372
3500

—
5273

94287
130976

1 678
—

2522

4931
-.

9000
3008

100216

223290

Mental
health

Substance
abuseNutrition Optometry

$216675
1. 31%

Other service ‘ Administration related

$628232 $1.293.840 $3.548.400 $1022693$602145
3. 63%

10.020

—
—

—

76331
1.160

—

840

6 6 2 6 8
2604

6996

186039

654

—
14301

23500

—
16325

91 476

48431
23250

—

33.950

5 5 9 1 0 0 9
3 . 5 7 %

$1 .181 .623
7 13%

200
—
—

433 183

—

3 7 4 6 6

3 3 0 7 8

875
1 5 0 0 0 0

11 478

5 1 5 3 4 3
—

Percent of costs

A lbuquerque  NM
Anaconda  MT
Bakersfield CA
Billings MT
Boston MA
But te  MT
Chicago IL
Compton CA
Dallas TX
Denver CO
Detroit Ml
Fresno CA
Great Falls MT
Green Bay WI
Helena  MT
Miles City MT
Mi lwaukee  WI
Minneapo l is  MN
Missoula  MT
New York  NY
Oklahoma City OK
Phoenix AZ
Pierre SD
Portland OR
Reno NV
Sacramento CA
Salt Lake City UT
San Diego CA
San Francisco CA
San Jose CA
Santa Barbara CA
Seattle WA
Spokane, WA
Tucson, AZ
Tulsa  OK
Wich i ta  KS

100.00%

1 1 0 0 5 8
2 6 9 7 1

1 2 9 9 7 6
7 7 0 1 2

3 6 4 9 0 2
3 8 3 2 3

1 5 3 8 3 4
1  539410

7 7 8 4 9 5
211 .794
1 7 9 3 4 9
4 9 4 5 5 6
101 494
1 6 7 3 6 4
1 1 8 9 3 7

41 .129
2 0 4 2 7 2 4
1  345261

6 7 7 3 7
4 1 8 0 0 0
4 5 4 5 4 1
165 ,297
2 3 8 5 2 7
378 ,600
1 5 0 1 6 8
3 4 7 5 7 6
1 3 6 0 2 9
355 ,355

1 ,081 ,898
187 ,742
3 0 2 2 5 0

2 4 8 8 0 5 0
4 6 6 1 0 1
2 3 1 4 1 3
801 166
3 7 5 2 5 4

2 2 . 4 8 %

3 0 8 3 0
—

21 976
1 6 8 0 0
1 2 0 3 0

2 4 0 1
21 .524

3 8 0 4 2 1
8 7 8 3 6
1 4 7 0 3
20 .932

1 2 0 7 0 2
4 2 8 5 2

—

4 5 3 2 8
—

3 4 3 3 3 4
2 6 2 9 0 2

11 807
24 .300

122 ,417
111 637
1 0 4 8 0 6
139 ,275

4 2 0 9 4
85 ,034
2 7 5 6 8

1 2 4 3 7 4
497 ,742

6 1 6 3 7
—

4 7 6 8 4 4
1 1 9 5 0 8
1 2 9 7 6 5
156 ,522

6 4 9 2 9

2.07% 13.08%

—
1 370

25.168
239401
104847

9078
3867

70832
—

709

175792
258789

2583
—

90096

69503
12 196

124554
202980

8035
199188
317779

87351

89935
73342

3.79%

1.500
1 658
2318

—
135 505

796

13689

24652
2273

4462

338248

—
I 7000

19422

4800

3,536

17267
25705
14501

900

7 81%

1 450
40.335
15633
29481

229
22670
66564

195,081
64.332
38238
61 309

9681
60036

9025
31 416
48023

115625
749

103900
18023

8749
16000
28129
24,437

—
35782
70700
15.619
42252
57998

12901
30752
18721

21 42%

58906
21.253
51.071%
29498

148 146
24288
73408

151 045
182847

71 807
53.052

105765
26876
59923
20282

7553
448030
222866
41.271
18600

118,069
39,359
50,419
63,000
42349

124236
66326
70645

137,000
58905
60360

446235
97857
50298

169988
136867

6.17%

1.007
2610

14276
b 840

—
2895
6221

25281
92045
26559
24954
14656
3892

14327
15,000

2160
180765
104383

4007
102000
57382

22,207
45000

4 794
28089
3600

9000
26298

44203
21.082
97.706
19454

1 768
—

1 184

4.123
734

4.971
11.142

910

7 0 5 7

217’

1 500
1 8 9 6 5

310
—

—
32720 —

1 656—

75270

1 0 4 0 6

—
6 175

6084

80518
68503

1 312
—

22,929
—

23574
23,825

5149
3,324

—
3641

—

3955 1 823

1 1 9 2 1 5
1 214
1 995
2 2 0 0

2 3 1 0 3
—

5 0 0 0
21.000

3 3 0 0
1 2 9 5 3

—

28473
180003

806—

1 2 2 9 4
47,000

—
5214

36000
2700

—
88410
27342

2866
24.155

6010

—
18.000 1 0 0 0 0

8004
450

17602245303
35885

—

8818
12463—

198202
5000

— —

8618
S O U R C E  U S I)er)arlrnenf  of Health and Human Serv)ces  Publlc Heallh  Serwce  Health Resources and Sewlces  Admln[stratlon  Jndlan  Hedl!h S~r#lce Olvlslon of Health Systems Development Urodfl  ~ndk?n  /led//h  Pro/cc/ Evahalm  @x?r/  &icJ/ Veal/

1984 (Tucson AZ IHS June ~ q85 I table 2



198 • Indian Health Care

Services Provided by Urban Indian
Health Projects

In the summer of 1985, OTA conducted a short
mail survey of the existing urban Indian health
projects to supplement information available from
two evaluations performed by IHS. These evalu-
ations, covering fiscal years 1983 and 1984, were
designed to assess the progress of urban Indian
health projects from their inception in 1972 to
their current status as a program authorized by
the Indian Health Care Improvement Act,

The OTA Survey found that most of the ur-
ban projects or “human service organizations”
funded by IHS offer a wide range of social serv-
ices that are organized to alleviate individual or
family problems or to fulfill basic human needs
(48). Thirty-two percent of the patient encoun-
ters reported by the urban programs in fiscal year
1984 were medical; 10 percent were dental; 27 per-
cent were health-related (health education, nutri-
tion, mental health, optometry, and substance
abuse programs); and 31 percent represented other
community service contacts (184).

Table 5-22 outlines 10 broad categories of non-
medical, nondental services provided by the ur-
ban programs. The health education category in-
cludes activities such as health fairs, diabetic
control sessions, prenatal classes for mothers, a
healthy babies perinatal project, instruction in first
aid, management of chronic medical problems,
and literature on disease and trauma prevention.
The jobs and training category includes employ-
ment and training services, economic assistance
to Indian businesses, classes for the illiterate, a
Job Training Partnership Act program, an Indian

Table 5.21 .—Distribution of the American Indian,
Eskimo, and Aleut Population Among SMSAs, 1980

Numbers of American Indians, Numbers Percent
Eskimos, and Aleuts in SMSAs of SMSAs of total

> 9,000 . . . . . . . . . . . . . . . . . . . . . . 20 6.30/o
4,500 to 8,999 . . . . . . . . . . . . . . . . . 15 4.7
3,000 to 4,499 . . . . . . . . . . . . . . . . . 16 5.0
1,000 to 2,999 . . . . . . . . . . . . . . . . . 63 19.8
< 1,000 . . . . . . . . . . . . . . . . . . . . . . 204 64.2

Total population . . . . . . . . . . . . . 318 100.0%0
SOURCE: U.S. Department of Commerce, Bureau of the Censusl 1980 Census

of Population: Characteristics of the Population, General Population
Characterlstks, U.S. Summary (Washington, DC: U.S. Department of
Commerce, December 1963), PC60-1-B1, table 69.

leadership program, and training programs for
employees. The nutrition category, which is funded
mostly from non-IHS sources, encompasses the
Women, Infants and Children program (one of
the major services provided to non-Indian clients),
Federal food commodity distribution, and several
emergency food banks. Outreach includes home
health care similar to the community health rep-
resentatives program, referral, transportation, and
liaison with governmental agencies and the public.

The social services category, which includes a
broad range of services, is similar to what some
tribal health departments provide to complement
the medical care delivered directly by IHS. Ex-
amples of the social services provided by some
urban programs include: paralegal counseling and
advocacy; housing counseling, including food and
lodging for the homeless; limited financial assis-
tance, ranging from prescriptions and partial
payment of emergency health care to fuel bill
assistance; offender/ex-offender rehabilitation; a
patient representative program; a senior center;
a recreation center; and clothing. In some cases,
these social services are part of mental health
activities staffed with professional counselors
offering help to all age groups.

The urban Indian health programs serve Indians
and non-Indians. IHS regulations do not prohibit
the programs from serving non-Indians, and other
sources of Federal funds often require urban In-
dian centers to serve certain populations that in-
clude non-Indians. Hence, the only requirement
that IHS imposes is that the number of Indians
served by each program be proportional to the
amount of money provided by IHS.

In fiscal year 1984, close to 60 percent of the
users of the urban programs were Indian. In half
of the programs, Indians represented 90 percent
or more of the clientele; and four of these pro-
grams served Indians only (184). Verification of
eligibility for IHS-funded urban Indian activities
consists primarily of presentation of a certificate
of degree of Indian blood issued by a tribe or BIA,
a tribal membership card, or certifying affidavits
signed by three eligible Indians (138).

Most. of the urban Indian programs could not
survive on IHS funding alone and would be in-
efficient if they served only Indians. Because they
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Table 5-22.— Nonmedical, Nondental Services Offered by IHS-Supported Urban Indian Health Programs:
Fiscal Year 1984

Small programs Medium programs Large programs Total
(N= 10) (N= 10) (N =7) (N =27)

Type of service Number Percent a Number Percent a Number Percent a Number
Health education . . . . . . . . . 9 360/o 14 560/o 2 8% 25
Family planning . . . . . . . . . . 1 25 1 25 2 50 4
Jobs and training . . . . . . . . 3 50 0 0 3 50 6
Nutrition . . . . . . . . . . . . . . . . 5 21 8 33 11 46 24
Formal outreach . . . . . . . . . 12 55 8 36 2 9 22
Social services. . . . . . . . . . . 22 48 14 30 10 22 46
Alcohol and drug ... , . . . . . 1 17 2 33 3 50 6
Counseling . . . . . . . . . . . . . . 3 38 2 25 3 37 8
Children and youth . . . . . . . 2 33 3 50 1 17 6
Family support. . . . . . . . . 3 25 4 33 5 42 12
ap~rC~ntag~~  ~hOWn are percent of row  totals The number  of services may exceed the sample size since some programs offered more than one unique service within

a given category

SOURCE U S Congress, Off Ice of Technology Assessment, “Survey of Urban Indian Health Program s,” 1985

were established to provide medical and social
services to a group of clients who are largely eligi-
ble for public health care, a few of the programs
have competed successfully for a place within their
local health delivery and social services network.
For example, the Urban Indian Health Board, Inc.,
in the San Francisco Bay Area contracts with
Alameda County to provide care to medically in-
digent non-Indian adults in its Oakland clinic. In
June 1985, the State of Minnesota decided to serve
its Medicaid population through health mainte-
nance organizations. The Indian Health Board of
Minneapolis, an urban Indian clinic that served
945 Medicaid-eligible clients in 1984, became qual-
ified as part of the health maintenance organiza-
tion delivery network (113).

Conclusions

Urban Indian health programs are important
because of the demographic changes that have
taken place in the Indian population, In the 1980
U.S. census, 50 percent of the 1.4 million persons
who identified themselves as Indians lived in met-
ropolitan areas. Approximately 829,000, or 59
percent, of the 1.4 million Indians were included
in IHS’s estimated service population living on or
near a federally recognized reservation. Thus,
about 10 percent of Indians identified in the 1980
census were living on or near reservations that
were in or contiguous to metropolitan areas.
However, IHS-supported programs for urban In-
dians have always been viewed and treated as sep-
arate from IHS’s reservation-based service system.

Health care services are provided to Indians
based on political relationships between the
United States and tribal governments. When serv-
ices are extended to Indians on the basis of race,
as might be the view of urban program services
since tribal governments are not involved in them,
one of the basic premises of the trust relationship
is undermined. An essential feature of IHS serv-
ices for Indians is that individual recipients of care
are affiliated with political entities, Indian tribes,
that have established claims to such care. When
Indians leave their reservations and the jurisdic-
tion of their tribes, they lose whatever degree of
tribal affiliation is associated with residence on
an Indian reservation. One group, the National
Tribal Chairmen’s Association, once viewed as
the major opponent of programs for urban In-
dians, has held that urban Indians relinquish their
right to health care from IHS by leaving tribal
jurisdiction. In congressional hearings of March
1985 (93), the executive director of the National
Tribal Chairmen’s Association retracted the orga-
nization’s opposition to IHS funding for urban In-
dian health projects. Members of the National
Tribal Chairmen’s Association still feel, however,
that non-tribal organizations, such as the non-
profit corporations that operate urban Indian pro-
grams, should coordinate the services they pro-
vide for Indians with tribal governments and
elected Indian officials. But coordination of serv-

ices between urban Indian health projects and area
tribes is a formidable task. In some urban centers,
there are as many as 40 tribal governments nearby,
and representation by tribes on governing boards
might include over 80 different tribes (4).
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Urban Indian health programs, lacking tribal
government legitimacy, may always be subject to
opposition from tribal groups. The disagreement
between some tribal leaders and proponents of the
urban programs is as much over having to share
funding as over points of law. Leaders of several
urban Indian organizations feel strongly that the
Federal Government is responsible for providing
health care and social services to Indians regard-
less of their chosen residence (4,57). The fact that
urban Indian health projects have been funded
since 1976 by appropriations under the Indian
Health Care Improvement Act, and have been

operating under continuing resolution appropri-
ations in fiscal years 1985 and 1986 in the absence
of reauthorization of that act, indicates that their
future is uncertain. The Administration’s IHS
budget proposals in recent years and for fiscal year
1987 have eliminated funding for urban Indian
health projects. The negative effects of the Fed-
eral budget deficit on overall IHS funding suggest
that priority is likely to be given to maintaining
reservation-based direct and contract care deliv-
ery programs, rather than to maintaining or ex-
panding urban Indian programs.

THE IHS HEALTH FACILITIES CONSTRUCTION PROGRAM

The IHS health facilities program provides
funds for the construction of hospitals, health
centers, health stations, sanitation facilities, and
personnel quarters for eligible staff at these facil-
ities. Since 1970, the program has built 14 hospi-
tals, 20 health centers, and about 700 units of per-
sonnel quarters. The program also provides funds
for the major modernization and repair of exist-
ing facilities. In 1960, a program to provide sani-
tation facilities and systems for Indian homes and
communities began. This responsibility is shared
by IHS with the Department of Housing and Ur-
ban Development (HUD) and BIA through its
housing improvement program.

Funding for the IHS facilities construction pro-
gram is appropriated by Congress separately from
the IHS health services delivery budget. In fiscal
year 1985, $61.6 million was appropriated for fa-
cilities construction, compared with $807 million
for services delivery and program management
(see app. C). Appropriations for facilities con-
struction by type, 1956 through 1985, are sum-
marized in table 5-23.

As of October 1984, within IHS’s direct and
tribally operated system, there were 51 Indian
hospitals; 124 health centers; 285 smaller health
stations, Alaska village clinics, and school health
centers; 489 treatment locations (not fixed facil-
ities); and 1 extended care facility (191). With the
completion of sanitation facilities provided by the
1984 appropriations, over 144,000 American In-
dian and Alaska Native homes will have received

water supply and/or sewage disposal systems
(177). It is estimated, however, that about 22,000
existing homes have not yet received first service
and that the unmet need for sanitation facilities
is approximately $520 million (60). The IHS fa-
cilities construction program, its operation, and
planning methodologies are described below.

Priority System for the Construction
of Health Facilities

IHS has developed a priority system for the
construction of clinical facilities (167). A commit-
tee that may include members from PHS, HRSA,
IHS headquarters, and IHS area offices applies this
priority system. The first priority list under this
system was compiled in 1980; application of the
system is described below and illustrated in fig-
ure 5-10.

Application of the priority system results in
three groups: Group A consists of those projects
previously proposed to Congress for which funds
were not appropriated (these projects are placed
at the top of the priority list); Group B includes
the top 10 new inpatient and ambulatory care
projects respectively (5 each); and all other
projects comprise Group C.

Phase I of the priority ranking system divides
Groups B and C by assigning numerical values
to workloads at the facility, demand for health
care in the area, ability of the current facility to
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Figure 5-10.—IHS Facilities Construction Process From Assessment of Need to Congressional Appropriation

SOURCE: Adapted by the Office of Technology Assessment from Information provided by U.S. Depadment  of Health and Human Services. Public Health Service, Health Resources and Services Administrat-
ion, Indian Health Service, Program Planning Branch, 1985.
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meet demand, accessibility of alternative sources
of care, and facilities evaluations conducted
within the past 3 years by DHHS regional offices.
Phase II verifies Group B scores and further ranks
the projects on each list. The final priority con-
struction list, then, is headed by Group A projects
and followed by the top five Group B projects for
each type of facility (inpatient and ambulatory
care).

After a project has been approved by the pri-
ority system committee for inclusion on the pri-
ority list, the proposed facility then undergoes a
more complete evaluation and a program infor-
mation document (PID) is developed. The PID,
which defines the scope of the project, is prepared
by IHS headquarters or the area office in conjunc-
tion with the affected tribes. It contains informa-
tion about existing health care delivery patterns
and conditions, availability and accessibility of
alternate resources, existing and projected work-
loads, populations to be served, existing program
deficiencies, staffing conditions and requirements,
alternative construction sites and the condition
of those sites, and the amount and type of con-
tract health care. The PID is used to define the
size and location of the proposed facility and its
equipment (78). Staffing requirements for a pro-
posed facility are determined by IHS’s resource
requirement methodology, based on the projected
size of the service population and projected work-
loads (60).

In 1984, PID development became more stand-
ardized with introduction of the “Facility Plan-
ning Forecasting Guidelines” (190). This document
is essentially a procedures manual that contains
the relevant information outlined above and in-
structions for calculating the workload rates and
projections.

The methods used in projecting workloads as-
sume that future utilization patterns will reflect
current utilization, adjusted to the size of the esti-
mated future service population. For example, a
3-year base period actual utilization rate is used
to correct for aberrations in any single year, and
adjustments are made to compensate for unmet
need in the base utilization rate. Such adjustments
are made only if documentation, such as lists of
deferred cases, can be provided.

There are differences of opinion concerning
both current population figures and assumed rates
of growth. IHS derives its population figures from
U.S. Census Bureau data, but there are concerns
about the accuracy of these numbers in many In-
dian areas. IHS projections are adjusted to the lo-
cal level for Indian births and deaths but do not
take into account migration, i.e., Indians mov-
ing out of or into the service area. Until recently,
IHS used the population figure for the middle year
of the 3-year base period (a statistically accept-
able method) to calculate a facility’s utilization
rate. At the request of PHS, however, the last year
of the 3-year period now is used. This yields a
lower utilization rate than would result if the mid-
year population were used, assuming growth in
population and utilization.

Workloads are projected 8 years into the fu-
ture, which represents the estimated length of time
from PID development to completion of a newly
constructed facility. Workload projections are
based on an analysis of the following current
workloads: 1) the direct workload of the subject
IHS facility generated by people residing within
and outside the subject service area; 2) direct
workload at nearby IHS facilities generated by
people residing within the subject service area; and
3) a portion of contract care cases generated by
people residing within the service area that could
be handled in the new facility based on planned
services (190). If data on contract health cases are
inadequate and a detailed analysis cannot be per-
formed, it is assumed that no more than 25 per-
cent of the contract care workload will be pro-
vided in the new facility. This is a recent revision
in IHS planning standards. Prior to publication
of the forecasting guidelines, a default value of
50 percent of contract care was used.

The completed PID is submitted to PHS through
HRSA. Unanimous approval of the PID by IHS,
HRSA, PHS, and DHHS is the next essential step
toward actual construction. As of late 1985, the
guidelines for facilities planning described above
had been adopted only by IHS, not by HRSA,
PHS, or DHHS. Most PIDs developed since IHS
adopted the guidelines in 1984 have not yet been
thoroughly reviewed by HRSA, PHS, or DHHS
because of a backlog of projects, and therefore
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these agencies have not had an opportunity to as-
sess how well the process works. HRSA, PHS,
and DHHS are not required to apply a particular
methodology in making their facilities construc-
tion decisions.

Methods for Assessing Need for New
and Replacement Facilities

Bed Size and Surgical Services

Prior to the mid-1970s, IHS based its decisions
regarding the size of new or replacement hospi-
tals on one of four hospital bed planning meth-
odologies. In 1977, however, in response to a re-
port by GAO, Congress imposed a moratorium
on IHS’s hospital construction until its acute care
bed need methodology was revised (131).

IHS began using its revised system, the “Meth-
odology for Determining Future IHS Acute Care
Hospital Bed Needs, “ in 1980. Inpatient services
are divided into general acute care and obstetrics.
The average daily patient load over the 3 most
recent years forms the base period workload rate.
This figure is adjusted for eligible individuals who
received care elsewhere because of limitations in
the services available from their existing IHS fa-
cilities, and for documented cases where care was
provided at the patient’s own expense. This ad-
justment reflects the assumption that an ade-
quately staffed replacement hospital would be ex-
pected to provide directly some of the care being
referred out to other hospitals. The expected uti-
lization rates are applied to a population estimate
projected 8 years into the future from the base
year. Projected average daily patient loads are ad-
justed to cover daily census fluctuations by esti-
mating the number of beds that would be needed
if the number of general acute care patients ex-
ceeded bed capacity no more than 10 percent of
the time, and if obstetrical patients exceeded bed
capacity no more than 5 percent of the time.

The results of these calculations are compared
with those of two other standards: 1) general
health planning guidelines recommending 3.7 beds
per 1,000 population; and 2) an average facility
occupancy rate of 80 percent, which represents
reasonably efficient operation in short-stay hos-
pitals (although nationally, hospital occupancy

has averaged around 75 percent in recent years).
If both of these methods generate a need for fewer
beds than the forecasting guidelines calculation,
the larger of these two alternatives is selected as
the final estimate of needed hospital beds. Other-
wise, the calculated value is used as the final
estimate.

In estimating future needs for surgical services,
the most recent 3-year surgical caseload is aver-
aged and projected 8 years into the future, ad-
justed for simple population growth. Under IHS
criteria for establishing an inpatient surgical serv-
ice, a workload of 1,200 to 1,300 surgical cases
per year is accepted as firm evidence of need for
a surgical service. The minimum workload nec-
essary for consideration of a surgical service is 600
to 900 cases per year. These rates were derived
from IHS’s resource requirement methodology,
which requires need for a minimum of three sur-
geons to establish a surgical service. The 1,200
case level reflects 400 cases per surgeon per year,
and the 600 to 900 figure reflects 200 to 300 cases
per surgeon. (OTA applied these planning criteria
to a particular facility construction case at the re-
quest of the U.S. Congress, Senate and House Ap-
propriations Committees. The results of that anal-
ysis may be found in
“Replacing the Rosebud
1985 (140). )

Staff Quarters

the OTA Staff Memo,
Sioux Hospital, ” August

In addition to establishing the size of the facil-
ity and its scope of services, the PID development
and approval process provides the basis for de-
termining the number of personnel quarters needed
to house facility staff. Although IHS attempts to
coordinate funding requests for staff quarters with
the facility construction schedule, such requests
frequently have been disallowed or omitted from
final budget plans at higher levels in DHHS. As
a result, construction of personnel quarters may
not begin until after completion of the facility,
leaving new facility staff without adequate or
acceptable housing. When staff cannot be housed,
expected levels of services cannot be provided
(78).

Staff quarters are provided for new facilities
and for facilities where there is a housing short-
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age or where the units are substandard. The num-
ber of units for newly constructed facilities is esti-
mated from PID information on optimal staffing
requirements for the proposed facility. In addi-
tion, the Public Health Service Quarters Manage-

ment Handbook aids in determining need for staff
quarters by setting down the rules governing
which staff qualify for quarters. The housing need
determination is further adjusted by local hous-
ing availability, whether this local housing meets
HUD standards, and the experiences of other IHS
facilities regarding the numbers of eligible employ-
ees who live on or off the reservation. The deter-
mination of the need for personnel quarters for
existing IHS facilities is similar to that described
above, except that it is based on current author-
ized staffing instead of projected staffing.

The House Committee on Appropriations re-
quested that a priority system for the funding and
construction of personnel quarters be in place by
September 1985. At the end of 1985, IHS was de-
veloping such a priority system (62,78).

Medical Equipment

The PID summarizes relevant information con-
cerning the equipment needs of the new facility.
Funds for equipment generally are provided in the
facility construction appropriation, but the equip-
ment list is subject to additional approval. Each
area office submits a list to IHS headquarters for
verification and approval. Replacement equip-
ment for an existing facility is considered in the
maintenance and repair budget and undergoes a
separate approval process, described later.

Site Selection

Selection and approval of the construction site
takes place while the PID is under development.
Site selection occurs in two phases. In phase 1,
the tribe, by tribal resolution, provides several
sites for the proposed new construction. Each of
the sites is evaluated by IHS as to size, terrain,
availability of utilities and access, and ease of con-
struction. After the surveys of proposed construc-
tion sites have been completed, the sites are
ranked in order of preference. If the planned fa-
cility is approved, an in-depth analysis of the first
choice construction site is done, including soil bor-
ings and the estimates of costs of site development
(78).

When site selection is approved, the project cost
is estimated. This was the responsibility of DHHS’S
Office of Facilities Engineering until 1982, when
a new cost estimating system was adopted and
IHS began to prepare estimates on a case-by-case
basis; but either IHS or the Office of Facilities
Engineering may prepare cost estimates for pro-
posed projects. This budgeting system relies on:
1) modifying hospital or health center gross square
foot values for changes in costs over time and
location; 2) addition of special program costs to
the base budget; and 3) monitoring costs through
the design and construction phases to keep them
within the established budget. Hospital and health
center costs are categorized into five major com-
ponents (78):

1.

2.

3.

4.

5.

Inflation allowance: the estimated building
cost is inflated to the expected mid-point in
the construction schedule.
Base building: a gross square foot value that
includes structural, architectural, electrical,
and mechanical systems costs (solar and ma-
terials handling systems are excluded).
Site work: the site work value is obtained
by using the gross square foot value or, when
site information is available, by pricing ma-
jor site work items based on anticipated
quantities.
Fixed equipment: gross square foot values
for fixed equipment are used.
Special program systems; solar systems, ma-
terials handling, and lawn sprinkler systems
must be estimated and added if they are part
of the proposed facility.

Project cost estimates are reviewed by IHS,
HRSA, and PHS to arrive at the estimate that will
be included in the budget request to Congress.
There have been and continue to be differences
in the cost estimates supported by the three levels
of DHHS, in particular relative to the use of
phased funding and to PHS’s allowances for cer-
tain types of equipment, which IHS views as in-
sufficient. IHS must, however, comply with PHS
policies in these matters (78).

Finally, IHS prepares a budget proposal that
must be approved by HRSA, PHS, DHHS, and
the Office of Management and Budget (OMB). If
a project is not included in the IHS facility pro-
gram’s budget request or if it is not submitted to
Congress, the project can be submitted for reeval-
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uation during the next application of the priority
system. However, if a project is proposed for con-
gressional appropriation and is not funded, it is
placed automatically in Group B of the facility
construction priority list. If funds are appropri-
ated for a project by Congress, DHHS apportions
the funds to IHS and steps toward actual construc-
tion begin.

Facility construction projects on the priority list
are funded in phases by direct congressional line
appropriations. Congress usually appropriates
funds for design and planning in 1 fiscal year,
phase I construction the following year, and then
phase II construction including equipment costs
to complete the facility. Funds for each subsequent
phase generally are not appropriated until the
preceding phase has been completed or is near-
ing completion. Consequently, in any particular
set of annual appropriations, it may appear that
the priority list system is not being followed, when
in fact it is.

Facility Maintenance, Modernization,
and Repairs

Funds for the maintenance and repair of IHS
facilities, modernization projects (including the
backlog of essential maintenance and repair proj-
ects, known as BEMAR), and energy conserva-
tion retrofit projects are specified in separate lines
of the IHS health facilities appropriation.

Maintenance and Repair

Although these services are not within the pur-
view of the facilities program proper, a brief
description is provided. Each area office is allo-
cated a specific amount for maintenance and re-
pair based on an IHS-modified version of what
is called the “University of Oklahoma methodol-
ogy. ” Approximately 60 percent of these funds
are spent for day-to-day maintenance items, e.g.,
in-house maintenance and repair projects and con-
tractual services (boilers, elevators, generators,
etc.). The remaining 40 percent are used for spe-
cial maintenance and repair and BEMAR projects,
the priority of which is the responsibility of each
area office. Those special projects not funded
within the maintenance and repair projects budget
can be requested by the area office as a special

maintenance and repair project under BEMAR
(funding for which is discussed below). The funds
also may be used to replace or upgrade equip-
ment, e.g., boilers, heating and air-conditioning
equipment, and air handlers in IHS facilities. The
1985 allocation for maintenance and repair proj-
ects was $8.6 million and the 1986 budget was ex-
pected to increase to around $8.7 million.

Additional funding for certain maintenance and
repair projects can be provided from Medicare
and Medicaid collections, which are generated by
billing those programs for services provided to
their Indian beneficiaries in IHS facilities. Such
collections must be used to correct deficiencies
cited by JCAH and to meet Medicare conditions
of participation, e.g., staffing levels (by hiring
temporary personnel) and life-safety code defi-
ciencies. Each facility prepares an annual plan for
correction of deficiencies and submits it to IHS
headquarters. The plans are approved and/or
modified and returned to the area office. As a mat-
ter of policy, which would have been mandated
by the vetoed 1984 amendments to the Indian
Health Care Improvement Act, the Medicare and
Medicaid reimbursements collected in an IHS area
should be available for use in that area. The area
office has discretion in further distributing funds
to the facilities in its jurisdiction, based on an ap-
proved annual plan. In fiscal year 1984, nearly
$27 million was collected from all IHS areas. At
one point, there was an estimated unobligated bal-
ance of $10 million in Medicare and Medicaid col-
lections from 1984. According to IHS headquar-
ters, such balances result from the fact that
collection cycles may require up to 2 years to com-
plete, from billing the intermediary, to receiving
the funds at IHS and making final decisions re-
garding their distribution (122).

Modernization and Repair

The health facilities program is responsible for
the modernization and repair of the facilities it
builds. This includes providing construction funds
for current projects and those on the BEMAR list,
as well as funds needed for energy conservation
retrofit projects.

As of June 1984, there was an estimated back-
log of $98 million in IHS modernization and re-
pair projects (174). This included $65 million for
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BEMAR projects. The other projects resulted from
deficiencies in such areas as fire, life, and safety
codes; environmental quality; requirements to
provide access for handicapped individuals; and
energy management and installed equipment (e.g.,
boilers). Backlog project information derives from
area office totals of the annual facilities deficiency
survey. The survey supports an automated data
system, updated annually, which maintains an in-
ventory and condition evaluation of IHS prop-
erty, estimated facility repair costs, and life ex-
pectancies of all real and installed equipment.
Every fifth year, data are collected for the “deep
look” facility deficiency survey. Approval of
BEMAR projects is based on this information.

Area offices are responsible for ranking their
BEMAR projects in order of priority, and a pri-
ority list combining all 12 area lists is assembled
at IHS headquarters. This list is based on a scor-
ing system that assigns points for deficiencies
involving life-support systems, life-safety regula-
tions, facility accreditation, and emergency re-
pairs. IHS may or may not further revise its pri-
ority list depending on the total BEMAR budget.
For example, IHS’s initial BEMAR budget request
for 1985 amounted to $20 million; PHS reduced
this request to $8 million, a cut that required IHS
to develop a new priority list. The budget was
cut again to $2.1 million to accommodate the
OMB allowance, leaving funds for only six new
projects. The projects that ultimately were funded
were chosen from IHS priority lists in keeping
with a policy decision to favor inpatient facilities.
Similarly, the five projects to be funded in fiscal
year 1986 from a budget of $2.45 million were
selected because of a subjective, though informed,
decision to favor emergency repairs (27).

In order to better ensure the equitable alloca-
tion of funds and to reduce the number of projects
on the current BEMAR list, IHS has formed a re-
pair and improvement project prioritization com-
mittee comprised of representatives from each
area office. The objective of this committee is to
eliminate the estimated $98 million backlog
(BEMAR) in 5 years beginning in 1987.

According to congressional mandate in the
Energy Policy and Conservation Act of 1975
(Public Law 94-163), as modified by Presidential

order*, by 1985 all existing Federal facilities must
reduce their energy usage by 20 percent from the
base period, October 1974 to September 1975. All
new Federal facilities must use 45 percent less
energy than existing facilities did during the base
period. In 1982, IHS was appropriated $192,000
to conduct energy conservation retrofit studies.
As a result of these studies, IHS compiled a list
of 27 projects complete with project descriptions
and estimated costs. IHS’s preliminary budget re-
quest for fiscal year 1986 included these projects
estimated to cost $4.6 million. To date, however,
none of the projects has been included in the OMB
allowance.

Sanitation Facilities

The Indian Sanitation Facilities Act of 1959
(Public Law 86-121) provided for the supply of
water and waste disposal facilities to American
Indian homes, lands, and communities. Environ-
mental health funds for IHS are split between the
IHS sanitation budget (in the preventive health
services allocation) and the IHS facilities construc-
tion appropriation.

Funding in the preventive health services allo-
cation is primarily service-oriented, providing per-
sonnel, such as sanitarians, environmental health
technicians, injury control specialists, sanitary
engineers, and engineering technicians who pro-
vide the technical services necessary to construct
and maintain sanitation facilities. The IHS envi-
ronmental health program funded 428 staff posi-
tions in fiscal year 1985, when the allocation was
$20.2 million.

The IHS facilities construction program, on the
other hand, funds the construction of sanitation
facilities. For the first 15 years of the sanitation
facilities program, the main thrust was to serve
existing homes; but congressional appropriations
changed the bias toward providing facilities for
new homes, usually sponsored by either HUD,
BIA’s housing improvement program, or by in-
dividual tribes. The relationship between the three
Federal agencies—IHS, HUD, and BIA—was
established in a 1976 agreement. In 1982, this

‘Executive Order 12003, Energy Policy and Conservation, FR Doc
77-21414, July 20, 1977.
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agreement was modified at the suggestion of OMB
so that HUD-sponsored Indian housing projects
would receive HUD funds for sanitation facilities.
In 1986, for example, IHS anticipates that approx-
imately $24 million in funding authority will be
required from HUD to provide sanitation facil-
ities for the 2,500 HUD-sponsored housing units
expected to be allocated.

In general, BIA’s housing improvement projects
receive first IHS funding priority. In fiscal year
1986, IHS’s preliminary budget request provided
for $8 million for the construction of facilities for
1,000 BIA project homes. The remaining funds
would be allocated to other new Indian housing
projects on the basis of greatest need and “first
come, first serve. ” IHS, in its fiscal year 1986 pre-
liminary budget request, anticipated the need for
an additional $15 million to fund sanitation fa-
cility construction for 1,900 tribally sponsored
housing projects.

The need for sanitation facility construction for
existing homes has been estimated at $520 mil-
lion for over 22,000 existing homes that have
never received first service sanitation facilities
(60). This information is based on the sanitation
facilities’ unmet needs data system, which collects
data annually. For fiscal year 1986, IHS requested
$29 million to provide services for 3,800 existing
homes. The DHHS allowance for 1986 provided
construction funds for 300 BIA project homes (at
$2.3 million) and 350 tribally sponsored homes
(at $2.7 million). Funds for existing homes were
not provided.

Conclusions

The IHS facilities construction program has
been active since 1970 in building 14 hospitals,
20 health centers, and 700 units of staff quarters.
It also has completed facility modernizations and
repairs, as well as sanitation projects in coopera-
tion with HUD and BIA, Since 1980, a relatively
detailed system for setting priorities among facility
construction proposals has been applied to de-
velop the annual priority lists that are submitted
to Congress for appropriations.

IHS facility planning guidelines specify criteria
and standards to determine facility size and range
of services. It should be noted, however, that

planning for individual facilities does not repre-
sent health system planning based on an assess-
ment of health problems, service needs, and uti-
lization patterns throughout IHS area or overall
service populations. The service delivery and fa-
cilities construction components of IHS, funded
through two separate appropriations, have never
been closely integrated. For this reason, questions
have been raised as to whether IHS facilities have
been located where they can serve the largest num-
bers of eligible Indians in the most cost-effective
way. Tribes have been very active in promoting
their own facility construction projects, because
they have found that new facilities bring with
them increased staffing and other resources (staff-
ing that is considerably more generous than levels
assigned to existing facilities), and thus are an ef-
fective means of securing funding increases be-
yond what would be expected under the IHS pro-
gram continuity budget approach.

The Administration has called for elimination
of the IHS facilities construction program, includ-
ing the sanitation facilities component, in its
budget proposals for fiscal years 1985, 1986, and
1987. In spite of this clear Administration direc-
tion, Congress has continued to fund some proj-
ects such as the replacement hospitals at Rosebud,
South Dakota, and Kanakanak, Alaska. But
whether Congress will continue to find IHS fa-
cility construction requests compelling, in view
of the severely constrained budget climate, can-
not be predicted.

If IHS’s mission is to raise Indian health to the
highest possible level, given present budget con-
straints, any funds that Congress may appropri-
ate for facilities construction and maintenance
would be better spent if facilities planning were
coordinated with planning to meet present and
projected health service needs. The loss of NHSC
physicians and the potential for serious medical
staffing shortages in the 1990s also indicate a need
to reevaluate IHS facility construction plans.

Needs-based services planning might result in
a rethinking of the IHS facilities construction pro-
gram. For example, resources might be directed
toward construction and renovation of ambula-
tory care facilities, rather than hospitals, in areas
where inpatient care could be purchased at rea-
sonable prices from private providers. Or, rather
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than commit large amounts of money to new fa-
cility construction, lesser amounts might fund sub-
stantial improvements in existing facilities by com-
pleting needed renovations and repairs, providing
staff quarters where required, and purchasing es-
sential medical equipment. With limited prospects
of budget growth for the immediate future and- —
a likely shortage of physicians, IHS might choose

facilities rather than undertake new construction.
Finally, because there is general agreement among
public health professionals that safe water and
adequate sanitation are essential to maintaining
health, IHS could request funds to continue its
sanitation projects, which will not be undertaken
by any other Federal, State, or local agency, in-
stead of constructing new hospitals and clinics.

to support and maintain its existing network of


