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INCREASE MEDICAID ASSISTANCE TO PUERTO 
RICO, THE VIRGIN ISLANDS,  AND GUAM

THURSDAY, SEPTEMBER, 8, 1977

House of R epresent ativ es,
Subcommittee on H ealth and the E nviro nm ent,

Committee on Interstate  and F oreig n Commerce ,
Washington, D.C.

The subcommittee met, p ursuan t to notice, at  10:30 a.m., in Room 2322, Rayburn House Office Building, Hon. Paul G. Rogers (chair­man of the subcommittee) presiding.
Mr. Rogers. The subcommittee  will come to order, please.Today we are  happy to hold these hearings and to take testimony from the Honorable Carlos Romero, Governor of the Common­wealth of Puerto Rico, as well as from our d istinguished colleagues, Congressman Corrada and Congressman de Lugo, concerning legis­lation to increase the amount of Federal assistance available  in the Medicaid programs of Puerto  Rico, Guam, and the Virgin Islands.The public assistance laws have tradit ional ly provided a ceiling on Federal expendi tures for Medicaid and cash assistance programs in these jurisdictions . Yet spending on heal th programs by these jurisdic tions has been high, and the  proportion of the  population whose income is below the poverty line is substantial.We are examining today w hether adjustments should be made in the limitat ion on Federal payments which were last established  in 1972.
The subcommittee looks forward to hearing from these distin­guished witnesses and from the representat ives of the  Departmen t of Health , Education, and Welfare on this issue.Without objection the text of H.R. 3871, H.R. 4999, and H.R. 6745 will be printed  at this point in the  record:
[The bills referred  to follow:]

(1)



2

95t h  C O N G R E S S  
1st S ession H. R. 3871

IN TH E HOUSE OF RE PRESEN TA TIV ES

F ebruary 23,1977
Mr. Corrada introduc ed the following bil l; which was refe rred join tly to the 

Committees on In ter sta te and Foreign Commerce and Ways and  Means

assistance to Puerto Rico, the Virgin Islands, and Guam 
under the AFI)C, child welfare, medicaid, and social serv­
ices programs shall he furnished on the same basis (under 
the same formula and without specific dollar ceilings) as 
in the case of other States, and to amend section 228 of 
such Act to extend to Puerto Rico, the Virgin Islands, 
and Guam the program of special benefits at age 72 for 
certain uninsured individuals.

1 Be it enacted bn the Sena te and House of Represen ia-

2 tives of the Uni ted States o f America  in Congress assembled,

3 That (a) section 403 (a) of the Social Security Act is

4 amended—
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(1) by striking out “other than Puerto Rico, the 
Virgin Islands, and Guam” in paragraph (1) ; and

(2) by striking out paragraph (2 ).

(b )( 1 ) Section 4 0 3 (a )(1 )( A ) of such Act  is 
amended by striking out “or paragraph (2 )”.

(2) The last sentence of section 403 (a) of such Act is 

amended by striking out “or (2 )”.

(3) Section 1118 of such Act is amended by strik ing out 
“403 (a ) ,”, and by inserting after “ 1603 (a) ” the following: 
“and paragraph (1) of section 403 (a) ”.

Sec . 2. (a) Section 423 (a) of the Social Security Act 
is amended by striking out “ (1 )”, and by striking out 

and (2) ” and all that follows and inserting in lieu thereof

a period.

(b) Section 423(b)  of such Act is amended by strik­
ing out “ (1) ” , and by striking out “, and (2) ” and all that 
follows and inserting in lieu thereof a period.

(c) Section 423 (d) of such Act is amended by strik­
ing out “and the District of Columbia” and inserting in 
lieu thereof “, the District of Columbia, Puerto Rico, the 
Virgin Islands, and Guam”.

Sec. 3. (a) Section 1101 (a) (8) of the Social Security 

Act is amended—
24 (1) by striking out “ (other than Puerto Rico, the



4

3

j  Virgin Islands, and Guam) ” in subparagraphs (A) and

2 (B) ; and

3 (2) by striking out “and the District of Columbia”

4 in subparagraph (C) and inserting in lieu thereof “ , the

5 District of Columbia, Puerto Rico, the Virgin Islands,

6 and Guam” .

7 (b) Any determination and promulgation of percent-

8 ages with respect to Puerto Kico, the Virgin Islands, and

9 Guam which may be required under section 42 3(c ),  1101

10 (a ) (<S), 1905(b) of the Social Security Act by reason

11 of the amendments made by subsection (a) shall be made

12 as soon as possible after the enactment of this Act (and shall

13 be conclusive for each of the eight quarters in the period

14 beginning October 1, 1977), but such amendments shall

15 not affect any determinations or promulgations heretofore

16 made under such sections with respect to other States.

17 Sec. 4. (a) Section 1168(a)  of the Social Security Act

18 is amended by striking out “, and under part A of title IV

19 (exclusive of any  amounts on account of services and items

20 to which subsection (b) app lies )” .

21 (b) Section 1108 (b) of such Act is repealed.

22 (c) Section 110 8(c)  of such Act is repealed.

23 (d) Section 1108(d) of such Act is amended by strik-
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ing out “Guam, American Samoa,” and inserting in lieu 

thereof “ American Samoa".

Sec . 5. The first sentence of section 190 5(b ) of the 

Social Security Act is amended—

(1) by striking out “the continental United States

(including Alaska) and Hawai i” and inserting in lieu 

thereof “all the States” ;

(2) by striking out “ (1) ” ; and

(3) by striking out ‘‘and (2) ” and all that  follows 

and inserting in lieu thereof a period.

Sec. 6. (a) Section 2007 (2) of the Social Security Act 

is amended by striking out “and the District of Columbia” 

and inserting in lieu thereof “, the District of Columbia, 

Puerto llico, the Virgin Islands, and Guam”.

(b) (1) Section 2002 (a)  (2) (A) of such Act is 

amended by striking out “the fifty States and the District 
of Columbia” and inserting in lieu thereof “all the States”.

(2) Section 2002(a)  (2) (C) of such Act is amended 

by striking out “for allotment as provided in subparagraph 

(D) ” and inserting in lieu thereof “for additional allotments 

to the States on the basis of population and need in accord­

ance with regulations prescribed by the Secretary”.

(3) Section 2002(a)  (2) (D) of such Act is repealed.

(c) Section 2002 (a) of such Act is further  amended by 

striking out “the fifty States and the District of Columbia”

97 -164  0 -  77 - 2
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1 in paragraph (5) (B) (ii ), in paragraph  ((>) (B) (i) ( I I ) ,

2 and in the last sentence of paragraph  (6) (B) and inserting

3 in lieu thereof in each instance “ all the States” .

4 Sec . 7. Section 228(e ) of the Social Security Act is

5 amended by str iking out “and the District of Columbia” and

6 inserting in lieu thereof “, the District of Columbia, Puerto

7 Rico, the Virgin Islands, and Guam”.

8 Sec . 8. The amendments made by the first section of

9 this Act and sections 3 and 5 shall apply with respect to

10 calendar quarters beginning on or a fter October 1, 1977. The

11 amendments made by sections 2, 4, and 6 shall apply with

12 respect to fiscal years beginning on or after October 1, 1977.

13 The amendment made by section 7 shall apply with respect 

to months after  September  1977.
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2

1 (d) Section 1108(d)  of such Act is amended by strik-

2 ing out “Guam, American Samoa,’’ and inserting in lieu

3 thereof “American Samoa”.

4 Sec. 2. (a) Section 3( a)  of the Social Security Act

5 is amended by str iking out “ the Virgin Islands, and Guam,”

6 in paragraphs (1) and (2 ).

7 (b) Section 40 3(a)  of such Act is amended by strik-

8 ing out “the Virgin Islands, and Guam,” in paragraphs (1)

9 and (2 ).

10 (c) Section 1003 (a) of such Act is amended by strik-

11 ing out “ the Virgin Islands, and Guam,” in paragraphs (1)

12 and (2 ).

13 (d) Section 140 3(a) of such Act is amended by strik-

14 ing out “the Virgin Islands, and Guam,” in paragraphs (1)

15 and (2 ).

16 (e) Section 1003 (a) of such Act ( as in effect prior to

17 Jan uary 1, 1974) is amended by striking out “the Virgin

18 Islands, and Guam,” in paragraphs (1) and (2 ).

19 (f) Section 1905 (b) of such Act is amended by strik-

20 ing out “ , the Virgin Islands, and Guam” .

21 (g) The last sentence of section 1101 (a) of such Act

22 (as added by section 18 (z-2) (1) (A)  (ii) of Public Law

23 93-233) is amended by striking out “, the Virgin Islands,

24 and Guam” each place it appears.

25 (h) (1) Section 1101(a)  (8) of such Act  is amended— 

I
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45
6
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(A)  by striking out the Virgin Islands, and 

Guam” in subparagraphs (A)  and (B) ; and

(B) by striking out “and the District of Columbia” 

in subparagraph (C) and inserting in lieu thereof “, 

the District of Columbia, the Virgin Islands, and 

Guam”.

(2) Any determinations and promulgations of per­

centages with respect to the Virgin Islands and Guam which 

may be required under sections 1101 (a) (8) and 1905(b ) 

of the Social Security Act by reason of the amendments 

made by this section shall be made as soon as possible after 

the enactment of this Act, and shall be conclusive for each 

of the eight quarters in the period beginning October 1, 1977, 

and ending with the close of September 30, 1979.

Sec . 3. (a) Section 161 4(e) of the Social Security Act 

(as in effect after December 31, 1973) is amended by 

striking out “and the District  of Columbia” and inserting in 

lieu thereof “, the District of Columbia, the Virgin Islands, 

and Guam” .

(b) Section 110 1(a) (1) of such Act is amended by 

inserting “, and in title XVI (relating to supplemental 

security income benefits ),” after “X IX ”.

(c) Section 303 of the Social Security Amendments 

of 1972 is amended by striking  out “, Guam, and the Virgin  

Islands”.
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Sec. 4. (a)  Section  2007 (2)  of the  Social Secur ity 

Act is amended by strikin g out “and the Dist rict of Colum­

bia” and inser ting in lieu thereof  “ , the Dis tric t of Columbia , 

the Virg in Islands, and Guam” .

(b) (1)  Section 2 0 0 2 (a ) (2 ) (A )  of such Act is 

amended by strik ing out “ the fifty States and the Dist rict of 

Colum bia” and inser ting in lieu thereof “all the Sta tes” .

(2)  Section 2002 (a)  (2)  (D) of such Act is amended—

(A) by striking out “to  the  jurisd iction of Guam

$50 0,000,  and to the jurisdiction of the Virg in Islands

$500 ,00 0,” ;

(B) by striking out “each such jurisd iction” and 

inser ting in lieu thereof  “ such jurisdiction” ;

(C)  by striking out “such jurisd iction s” and inser t­

ing in lieu thereof “ such ju risdiction” ; and

(D) by strikin g out the proviso.

(c) Section 20 02 (a ) of such Ac t is further amended 

by strik ing out “ the fifty S tates  and the Dis tric t of Columbia” 

in par agraph  (5 ) (B)  (i i) , in par agr aph (6) (B)  (i) ( I I ) ,  

and in the  last  sentence of para graph (6 ) (B)  and  inser ting 

in lieu thereof in each instance “all the Sta tes” .
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5
1 Sec. 5. The amendments made by the first section of

2 this Act shall apply with respect to fiscal years beginning

3 on or after October 1, 1977. The amendments made by

4 section 2 shall apply with respect to calendar quarters begin-

5 ning on or after October 1, 1977. The amendments made

6 by sections 3 and 4 shall be effective October 1, 1977.
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95tii  C ONGRESS  
1st S ession H. R. 6745

IN  THE HOUSE OF RE PRESEN TA TIV ES 

April 28,1977

Mr. de Lugo introduced the following bil l; which was refe rred  join tly to the 
Committees on Ways and Means and Int ers tate and Fore ign Commerce

A BILL
To amend the publie assistance provisions of the Social Security 

Act to provide that benefits thereunder (including supple­

mental security income benefits) shall be made available 

and financed in the case of Guam and the Virgin Islands on 

the same basis as in the case of other States.

] Be  it enacted by the Senate and  House of Tiepresenta-

2 tives of the Uni ted State s o f Americ a in Congress assembled,

3 That  (a) section 110 8(a) of the Social Security Act is

4 amended by striking out paragraphs (2) and (3 ).

5 (b) Section 1108(b) of such Act is amended by strik-

6 ing out paragraphs  (2) and (3 ).

7 (c) Section 1108(c)  is amended by striking out para-

8 graphs (2) and (3 ).
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2

1 (d) Section 1108(d ) of such Act is amended by strik-

2 ing out “Guam, American Samoa,” and inserting in lieu

3 thereof “American Samoa” .

4 Sec. 2. (a) Section 3(a ) of the Social Security Act

5 is amended by striking out “the  Virgin Islands, and Guam,”

6 in paragraphs (1) and (2 ).

7 (b) Section 403 (a) of such Act  is amended by strik-

8 ing out “the Virgin Islands, and Guam,” in paragraphs (1)

9 and (2 ).

10 (c) Section 100 3(a ) of such Act is amended by

11 striking out “the Virgin Islands, and Guam,” in paragraphs

12 (1) and (2 ).

13 (d) Section 1403(a) of such Act is amended by

14 striking out “the Virgin Islands, and Guam,” in paragraphs

15 (1) and (2 ).

16 (e) Section 160 3(a ) of such Act  (as in effect prior to

17 Jan uar y 1, 1974) is amended by striking out “the Virgin

18 Islands, and Guam,” in paragraphs (1) and (2 ).

19 (f) Section 1905(b) of such Act is amended by

20 striking out “, the Virgin Islands, and Guam”.

21 (g) The last sentence of section 1101 (a) of such Act

22 (as added by section 18 (z-2 ) (1) (A)  (ii) of Public Law

23 93-233 ) is amended by striking out “, the Virgin Islands,

24 and Guam” each place it appears.

25 (h) (1) Section 1101 (a) (8) of such Act is amended—

97 -164  0 -  77 - 3
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(A) by striking out the Virgin Islands, and

Guam” in subparagraphs (A) and (B) ; and

(B) by striking out “and the District of Colum­

bia” in subparagraph (C) and inserting in lieu thereof

the District of Columbia, the Virgin Islands, and

Guam” .

(2) Any determinations and promulgations of per­

centages with respect to the Virgin Islands and Guam which 

may be required under sections 1101 (a) (8) and 1905(b)  

of the Social Security Act by reason of the amendments made 

by this section shall be made as soon as possible after the 

enactment of this Act, and shall be conclusive for each of the 

eight quarters in the period beginning October 1, 1977, and 

ending with the close of September 30, 1977.

(1) (1) Section 248(b ) of the Social Security Amend­

ments of 1967 is amended by striking out “, the Virgin 

Islands, and Guam” .

(2) Section 248(c ) of such amendments is amended—

(A) by striking out “, the Virgin Islands, and

Guam” each place it appears;  and

(B) by striking out “agencies” and inserting in 

lieu thereof “agency” .

Sec. 3. (a) Section 1614( e) of the Social Security Act 

(as in effect after December 31, 1973) is amended by 

striking out “and the District of Columbia” and inserting in

24

25
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4

1 lieu thereof the District of Columbia, the Virgin Islands,

2 and Guam’'.

3 (b) Section 110 1(a) (1) of such Act is amended by
4 inserting “, and in title XV I (relating to supplemental

5 security income be nefi ts), after “X IX ”.

6 (e) Section 303 of the Social Security Amendments of
7 1972 is amended by striking out “, Guam, and the Virgin

8 Islands”.

9 Sec. 4. (a) Section 2007 (2) of the Social Security
10 Act is amended by striking out “and the District of Colum-
11 bia” and inserting in lieu thereof the District of Columbia,
12 the Virgin Islands, and Guam” .

13 (b) (1) Section 200 2(a ) (2) (A) of such Act is
14 amended by striking out “the fifty States and the District of
15 Columbia" and inserting in lieu thereof “all the States".
16 (2) Section 2002 (a) (2) (D)  of such Act is amended—
17 (A)  by striking out “to the jurisdiction of Guam
18 $500,000, and to the jurisdiction of the Virgin Islands

19 $500,000,” ;

20 (B) by striking out “each such jurisdiction” and
21 inserting in lieu thereof “such jurisdiction” ;

22 (C) by striking out “such jurisdictions” and insert-
23 ing in lieu thereof ‘such jurisdiction” ; and

24 (D) by striking out the proviso.

25 (c) Section 2002 (a)  of such Act is further amended
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5

1 by striking out “the fifty States and the District of Colum-

2 bia” in paragraph (5) (B) (i i) , in paragraph (6) (B) (i)

3 ( I I ) , and in the last sentence of paragraph (6) (B) and 

d inserting in lieu thereof in each instance “all the States” .

5 Sec. 5. The amendments made by the first section of

6 this Act shall apply with respect to fiscal years beginning

7 on or after October 1, 1977. The amendments made by sec-

8 tion 2 shall apply with respect to calendar quarters beginning

9 on or after October 1, 1977. The amendments made by 

19 sections 3 and 4 shall be effective October 1, 1977.

Mr. Rogers. Our first witness today, of course, is th e Honorable 
Carlos Romero, the Governor of Puerto Rico. I thin k he is accompa­
nied by his Secretary for Health for Pue rto Rico, Dr. Rivera and, of 
course, the Honorable Balta sar Corrada of Puer to Rico.

We welcome you to the  committee. We a re pleased to have you 
and we will be pleased to have you give us whatever  s tatem ent you 
desire. Your prepared state men t will be made a par t of the  record 
in full without objection [see p. 21].

STATEMENT OF HON. CARLOS ROMERO-BARCELO; GOVERNOR OF
PUERTO RICO, ACCOMPANIED BY JAIME RIVERA-DUENO, M.D.,
SEC RETARY OF HEA LTH  FOR PUERTO RICO; AND HON.
BALTASAR CORRADA, RESIDENT COMMISSIONER OF PUERTO
RICO

Governor Romero. Than k you, Mr. Chairman.
Mr. Chairman and members of the  subcommittee, I have filed a 

more extensive and comprehensive statement. My testimony now 
will be a summary and highlight  that  testimony.

Mr. Rogers. Tha t will be fine.
Governor Romero. One of the  priorities of our administration is 

to provide our fellow U.S. citizens in Puerto Rico with the best 
health care possible. Puer to Rico operates  a public health care 
system which offers health services to the total population of the 
island, which now numbers approximately 3.2 million people, more 
than  23 of the 50 States  of the Union.
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Hard pressed by difficult financial circumstances,  our health 
system is f urther  hampered by the problems we have encountered 
in the mann er in which Medicaid is c urrently  made applicable to 
the island.

We are here today to ask for the removal of the ceiling estab­
lished by Congress for Medicaid benefits to which Puerto Rico is 
entitled. I will defer my specific recommendations until the  end of 
my testimony.

For the moment, I would like to provide you with an overview of 
the manner in which the government of Puerto Rico is implement­
ing our curre nt heal th care program to provide the best care we can 
to our citizens.

Both the State  and the 78 municipal governments of th e island 
operate a six-region system geared to provide personal heal th ser­
vices to low income people classified as medically indigent.

Referrals are made from the  local municipal level to an interme­
diate area  hospital level and /or to regional hospitals. If medical 
conditions require special care, the  patient is referred to one of 
three modern medical centers located in th e northeaste rn, southern 
and western areas  of the island. A limited number of private 
general  pra cti tioners,  spec ialty  phys icians, and clin ical  and 
radiological laboratories work for the Department of H ealth  on a 
contractual basis to complement its services.

This comprehensive health care system provides services to about 
60 percent of the total population of the island, pursuant to the 
standards of the Joint Commission on Accreditation of Hospitals, 
the Medicare and Medicaid programs and Puerto Rican law. Due to 
a severe lack of personnel, equipment, drugs and other  medical 
costs requiring subs tantia l financial investment, we have not been 
able to utilize fully these available physical facilities to render 
adequate  services to the large number of indigents in need of care 
even though State and local appropriations for health services to 
the medically indigent have increased from $62 million to $162 
million—or 261.3 percent—in the last 10 years. Of th e 1.7 million 
islanders classified as medically indigent, 1.3 million are eligible for 
Medicaid and the other  400,000 receive services fully paid by the 
Government of Puer to Rico.

I have a graph here which shows the general consumers price 
index and the medical care  index in Puerto Rico. The red line is the 
average consumer price index line and here the green line on top is 
the medical care index. This same increase  from 1972 to 1977, the  
same patte rn, you will see in other g raphs  as how the payments are 
made in the Medicaid system in Puer to Rico.

Jus t to give you another idea about the cost, throughout these 
years when the Medicaid appropriations for Puerto Rico were 
originally $20 million and then in 1972 were increased to $30 
million, the amount paid by the Federal Government has not 
increased except for the increase from $20 million to $30 million. 
Meanwhile, unemployment rates  in Puer to Rico in the past years, 
particularly  since 1973, has  increased from an overall average of 10 
to 12 percent to 20 percent which is the  present unemployment.

Mr. Rogers. Twenty percent unemployed?
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Governor Romero. That is correct. So tha t gives you an idea of 
the additional number of medically indigent which is increasing 
every day.

The construction of medical facilities has taxed the scarce finan ­
cial resources of our State  and local governments.

In 1965, when Congress established the medical assistance pro­
gram under Title XIX of the  Social Security Act, better  known as 
Medicaid, Puerto  Rico was treated on an equal footing as a State, 
except tha t the Act imposed a 55 percent matching  requirement on 
Puerto Rico, which is nearly the same as the requirement  applied to 
the State with the highest per capita income. Were it not for this 
provision, Puerto  Rico would have been eligible for 83 percent 
Federal matching.

In 1968 Congress established an annual ceiling of $20 million for 
the program and reduced the Federal share  to 50 percent. In 1972 
the ceiling was raised to $30 million and has remained at tha t level 
to this date.

Here is another  graph which is also included in the testimony. 
This shows tha t from 1972 to 1976 the Federal appropriat ions, $30 
million allocated for Puerto Rico has not changed. In th e meantime 
the total Federal appropriations for the  national expendi tures have 
increased from $7,375 million to $14,245 million, taking  into consid­
eration, of course, the increased costs of medical services and the 
increased demand for bette r services.

Here is a chart showing the increased amount which Puerto Rico 
is allocating for medical and health  services from 1972 where we 
had $137 million. Now it has gone up to $182 million. So while the 
local share  has increased and also the municipal share  has in­
creased, the Federal share has remained constant.

This is one of the reasons why Title XIX of th e Social Security 
Act does not fulfill the inten t of Congress as it applies to Puerto  
Rico. As a ma tter  of fact, every year  the intent of Congress is 
fulfilled less and less. The requirement that the island comply with 
the full range of legislative and administrative  conditions for the 
receipt of these funds adds another bar rier  to the implementation 
of a program that was designed to provide full medical assistance to 
the low income families of the Nation.

The Medicaid program in Puerto Rico requires  us to provide the 
same services to welfare and health clients and to meet the same 
administrative conditions as any othe r State. These required ser­
vices include medical and hospital services; early and periodic 
screening, diagnosis and trea tme nt for children, home health ser­
vices, nursing home services, family planning services and reim­
bursement for emergency and heal th services provided in other  
States to participants while travel ing on the  mainland.

Due to the statutory ceiling, we have not been able to provide the 
full range of services required under  the Act.

In addition, Puerto Rico is expected to establish federally-ap­
proved cost accounting systems and mechanized claims processing 
and information retrieval systems without any Federal cost sharing , 
because of the ceiling, available to defray th e cost of their planning, 
design and implementation.

We are obliged by law to meet the national standards for health 
delivery systems. On the other hand, the Federal Government



19

subsidizes the Legal Services Corporation which receives suff icient 
funds to have attorneys who receive higher  salaries  than the 
attorneys in our Depar tment  of Justi ce receive. They have more 
attorneys available to file sui ts agains t th e government  to make the 
government  comply with the national standards and we do not have 
the same number of attorneys to defend th e government from those 
suits being filed by the  atto rney s subsidized by the  Federa l 
Government.

On one hand we are limited in the amount of funds for Puerto  
Rico and on the other  hand the Federal Government is requiring 
through  th e Legal Services Corporation to increase the implem enta­
tion of our health delivery systems.

Until now our Department of Heal th has absorbed the cost of 
designing and implementing such a system, fur ther  draining the 
limited resources available for health care.

A cost accounting system, which is necessary in order to bette r 
manage the complex Medicaid network of facilities and to substanti­
ate claims for Federal reimbursement is in the midst of being 
implemented in 19 certified facilities throughout the island. The 
expansion of th e system to include othe r ambula tory facilities will 
follow as soon as resources permit.

Puerto Rico is complying with the basic requirements of the 
Medicaid Management Information System but the system is not 
operating as effectively as it could and thus  it has not been 
providing timely and accura te information for evaluation and ad­
minis tration of the Medicaid program. This is caused by the use of 
several fragmented systems. In order to improve this situat ion, the 
State Government has contracted a consulting firm to develop and 
implement an integrated health information system.

An added drawback to the delivery of health services to the 
medically indigent population is that during  the  last few years most 
of th e Federal legislation related  to the delivery of these services 
has been based on the third  party  reimbursement concept used in 
the States. The main source of thi rd party  reimbursement has been 
Medicaid. Puer to Rico has few prepaid health plans and there are 
no uncommitted Medicaid funds for third party  purposes.

Any program depending on th ird party  reimbursement is doomed 
to failure in Puerto Rico because most of these programs provide 
only “seed money” with phase-out schedules allowing the project 
enough time to become self-sufficient through third  party funds. 
The absence of third party payors and the  limited source of Medic­
aid funds make this system an unfeasible one in Puer to Rico.

Due to this, Puerto Rico’s medically indigent will not be able to 
benefit from any of the new legislation as would the ir counterpart s 
on the mainland. It would be unfa ir and unjust  to raise expecta­
tions for improved health  services in a community while knowing 
tha t we would have to discontinue them in a few years, due to the 
inability of obtaining adequate  funds.

Despite Puerto Rico’s efforts to expand its heal th budget, our 
government has been unable  to upgrade the quality  and fur ther 
extend these services to its medically indigent, due to the annu al 
increase in population, the high cost of living and inflation of he alth  
care costs. Of the enti re 1.7 million people regarded as medically
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indigent, 57 percent of 975,000 are children—525,000 are considered 
dependent children and 450,000 are regarded as needy children, 
according to Medicaid and welfare categories.

For these groups the limitation  of Federal financial participa tion 
in medical assistance has particular significance, for unlike the 
jurisdict ions of the continental United States, an absolute ceiling is 
placed upon Federal Medicaid expenditures in Puerto Rico, regard­
less of actual need.

Puerto  Rico’s cost of living is considerably higher  than  in most 
areas of the United States and a Puerto Rico Department of Labor 
report indicates a cost of living index for medical care of 190.7 
percent—an increase of 24 percent over the general index for 
October of 1975.

These are just  some of the reasons which justify the removal of 
the  Medicaid ceiling for Puerto Rico. The removal of the ceiling will 
not open the door for an uncontrollable flow of Federal funds into 
the program because of the limited fiscal capacity of our govern­
ment and our scarce financial resources.

Should Congress remove the statutory ceiling imposed on Puerto  
Rico under the Act, it will enable us to comply with the require ­
ments  of ti tle XIX and the regulations and, most importantly , meet 
the needs of the people for whom this program was created—the 
medically indigent.

Based on figures of actual  cost per unit  for fiscal year 1975-76, 
and in order to provide quality health services to our eligible 
Medicaid population, we have estimated that the total Medicaid 
program requires a budget of $120 million in fiscal year 1978. Our 
cost breakdown is being submitted for the record.

In order to make the removal of the statutory ceiling more 
feasible, we suggest that it be done in stages: 50 percent matching 
the first year, 1978; 60-40 the second year, 1979; 70-30 the third  
year, 1980, and 80-20 the  fourth and subsequent years, 1981. A table 
is being submitted for the  record.

Puerto Rico is poorer than the poorest State  of the Union, Mr. 
Chairman, and should be eligible to receive Medicaid funds on an 
80-20 matching basis.

It is u nfortunate  that afte r 9 years, despite a considerable State 
effort, Puerto Rico has not been able to reach the commendable 
goals set by the Medicaid legislation due to insufficient funding. The 
government of Puer to Rico has demonstrated over the years its 
deep concern for the  medically indigent and probably has done 
more than any other State government  to provide adequate health 
care free of charge for tha t par t of the population tha t cannot afford 
it.

Mr. Chairman, with your permission I would like to submit 
statistics and data  in support of the testimony I have presented 
here today.

I can assure the subcommittee and the Congress th at our commit­
ment to a viable health program in Puerto Rico is pa ramount, and 
tha t if the Congress adopts our recommendations, State  funds 
released will be kept within our health budget.

I underscore this statement because I know tha t in the past 
sometimes the increases will come and they have been used for
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other  purposes. We have a commitment, a public commitment, to 
not only keep whatever  funds are freed because of th e additional 
allocation within the Health Department’s budget but also to in­
crease the Health Departmen t budget and the State revenues which 
are dedicated to the health delivery systems.

[Governor Romero’s prepared statement and attac hme nts follow:]

Statem ent  of th e H onorable Carlos Romero-B arc eio , 
Governor of P uerto R ico 

Mr. Chairman, Members of the Subcommittee, my name is 

Carlos Rcmero-Barcel6, Governor of Puerto Rico. Accompanying 

me this morning are the Hon. Baltasar Oorrada, Resident Ocnmissioner 

of Puerto Rico and Dr. Jaime Rivera Dueno, Secretary of Health of

Puerto Rico.

Mr. Chairman, one of the priorities of my administration 

is to provide the best possible health care to the people of Puerto 

Rico, but unless we get better treatment under the Medicaid 

program most of our efforts will be seriously hampered.

The Medicaid program was designed to provide medical 

care to those in our society who are medically indigent. By placing 

ceilings and restrictions on the applicability of the program in 

Puerto Rico we have been seriously constrained in carrying out the 

spirit of the law.

TOE PUBLIC HEALTH CARE SYSTEM:

Puerto Rico operates a public health care system which offers 

preventive services to the total population of the Island.

The State Government and the 78 Municipalities in the Island, 

operate a system to provide personal health services to low income persons 

regarded as medically indigent. We have in Puerto Rico, 1.3 million 

persons who are eligible for Medicaid and an additional 400,000 who 

receive services at a hundred percent State cost.

Services are provided through a regional health organization 

comprised of six regions. The number of municipalities in each 

region varies, according to size, geographical considerations, travel 

facilities, and others.

97*1 64  0  -  77 - 4
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Two thirds of the municipalities operate health centers, under 

joint agreement with the State Government. The other third operate 

nxinicipal hospitals, which are being rapidly replaced by health centers 

or diagnostic and treatment centers.

Patients are referred from the local level (Municipal) to an 

intermediate level (Area Hospital) and/or to regional hospitals, and 

frcm there, if the medical condition so requires, to one of the three 

modern medical centers located in the Northeast, South and West portions 

of the island.

A limited number of private general practitioners, some 

specialty physicians, clinical and radiological laboratories work 

for the Department of Health on a contractual basis to complement its 

services.

The services provided by this comprehensive health care system 

are available to about sixty percent of the total population of the 

Island and must be provided pursuant to the standards of the Joint 

Ccnmission on Accreditation of Hospitals, Medicare, Medicaid, and 

local legislation. To keep the system operating under these standards 

and servicing that large clientele, the Government of Puerto Rico 

spends around ten percent of the total State budget for health care.

Its appropriations have increased frcm year to year, from $37.8 million 

in 1965 to $109 million in 1975, an increase of 188.4 percent in 10 

years. During the same period, the municipalities have also increased 

their share frcm $24.2 million to $53.8 million, or an increase of 

122.3 per cent in 10 years. State and local appropriations for health

services to the medically indigent have therefore, increased frcm
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$62.0 million in 1965 to $162.8 million in 1975, or an equivalent 

of 162.6 percent in 10 years.

Table A attached and made part of this testimony shows the 

constant increase in local appropriations.

Puerto Rico has also invested heavily in physical facilities. 

Approximately $210.5 million have been expended during the last 6 

years from local funds in the construction of diagnostic and treatment 

centers to provide services to medically indigent.

During fiscal year 1974 the State share in the construction 

program amounted to $18.9 million. In fiscal year 1975 the State 

share reached $37.3 million, for a total State investment of $56.2 

million in the two fiscal years. For the same two-year period the 

Federal sharp for the program was only $6.8 million, or 12% of the local 

investment.

TITLE XIX BACKGROUND:

When Congress established in 1965 the Medical Assistance Program 

through Title XIX of the Social Security Act, Puerto Rico was included 

in the same manner as the states. However, the matching fornula applied 

to the Island was 55 percent Federal share, or nearly the same applied 

to the highest per capita income states. Had no special provision 

been inserted, Puerto Rico would have been eligible for 83% Federal matching.
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In 1968 Congress established an annual ceiling of $20 million 

for the program and reduced the Federal share frcm 55% to 50%. In 

1972 Congress raised the ceiling to $30 million (P.L. 92-603), 

which is still the applicable ceiling to Medicaid expenditures for

the Conroonwealth.

PROGRAM IMPLEMENTATION:

Title XIX of the Social Security Act, as it applies to Puerto 

Rico, does not entirely fulfill the intent of Congress of helping 

low-incane families in the Nation to avail themselves of high quality 

medical care on an equal basis with those who can afford to pay for 

it. The constraints inposed by the inflexibility of the statutory 

limitation of $30 million and the requirements that the Island comply 

with virtually the full range of legislative and administrative 

conditions for the receipt of these funds, as they apply to the States, 

are the key factors that limit the full implementation of the Program 

in Puerto Rico.

The Medicaid Program in Puerto Rico has to provide the same 

services to welfare and health clients, and to engage in various 

axhiinistrative actions as required frcm the States, despite the statutory 

financial limitation to the Island. The range of required services 

includes medical and hospital services; early and periodic screening; 

diagnosis and treatment for children; heme health services; nursing 

heme services; family planning services; and reimbursement for certain 

emergency and other health services provided in other States to 

participants while traveling in the mainland. These service requirements 

alone imply costs far in excess of the available State and Federal financing



To aggravate the problem, we find that the Government of Puerto 

Rico is beginning to be sued in court by the Puerto Rico Legal Services 

Inc., which is funded by the Federal government, because we are not 

able to ccmply with Federal regulations under the Medicaid program.

One of the main reasons, Mr. Chairman, that makes it difficult for us 

to a mply with these regulations is that we do not receive adequate 

funding from the Federal government. Certainly we are anxious to provide 

more and better services.

Medical and Hospital Services

As I mentioned before, the Public Health Care System provides 

medical and hospital services in local health centers, area hospitals, 

and regional hospitals throughout the Island; however, due to a severe 

lack of personnel, equipment, medicines, and other items of medical 

care requiring heavy financial investments, we have not been able to 

fully utilize these available physical facilities for rendering 

services to the large number of indigents in need of care.

Early and Periodic Screening, Diagnosis and Treatment

The cost of this program is very high because of the large 

number of people involved. Puerto Rico's goal is to screen 250,000 

youngsters annually, or  26 percent of a potential target group of 

975,000. We can only maintain clinics rendering these services in 

pediatric centers using Title V funds and in other medical installations 

using local funds. Many of these facilities, however, lack sufficient 

personnel and in most instances are overloaded with acute care

activities.

Heme Health Services

Heme health services rendered to the ill or to the convalescent
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is another area in which improvement is necessary. Only four heme 

health care programs which meet the requirements of Title XIX are 

being operated in four municipalities. The other seventy four 

municipalities do not have a home health care program.

Nursing Home Services

Puerto Rico has not been able to develop an Island-wide 

service of nursing homes. With adequate funding some of the local 

health centers, which as a rule have a low occupancy rate, could be 

converted into these types of facilities.

Family Planning Services

Aware of the need for reducing the annual growth rate of its 

population, Puerto Rico is also implementing a program of family 

planning activities. Funds under Title IV and XX of the Social Security 

Act are thus directed to strengthening these services throughout the 

Island. The Medicaid Program, however, has not been able to financially 

support these services due to a shortage of funds and its activities 

are limited to referring patients to the regular family planning 

clinics.

Off-State Services

Payment for Off-State Services to residents of the Island while 

traveling on the mainland is another requirement which we have been 

unable to fulfill because of shortage of funds. We have received a 

nunber of bills from practitioners and institutions in the states 

which, until now, we have been unable to honor.



27

Post Accounting and Information System

As added requirements, Puerto Rico is expected to establish 

federally approvable cost accounting systems and mechanized claims 

processing and information retrieval systems, with no Federal cost­

sharing available to defray the costs of their planning, design, 

and implementation.

At the present time, the Department of Health is designing and 

inplementing a cost accounting system and an information system and 

is absorbing the cost of these activities from its own resources.

It is not claiming Federal financial participation of 90% in the 

design and inplementation of the systems, nor will it be able to claim 

75% of the operating costs, since the $30 million ceiling makes it

academic.

The Oonmonwealth is cognizant of the strong need for improved 

information systems as a mechanism to better manage the Medicaid 

ccnplex network of facilities and to substantiate claims for Federal 

reimbursement. Working with a nationally recognized consulting firm 

we are in the midst of inplementing a cost accounting system in 19 

certified facilities. The expansion of the system to include other 

ambulatory facilities serving Title XIX will follow as soon as resources 

permit.

Although Puerto Rico is ccnplying with the basic requirements of 

the Medicaid Management Information System (MMIS), the system is 

operating in a fractioned fashion and is not providing timely and 

effective information for evaluation and adninistration of Title XIX  Program
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The State Government has contracted a consulting firm to develop 

and inplement, in a scaled fashion within the p"'— . an

integrated information system, which will have as its basic objective 

the improvement of Puerto Rico's capability to administer Title XIX 

Program.

IMPACT IN PUERTO RIOD OF THE THIRD PARTY REIMBURSEMENT -

TYPE OF FEDERAL LEGISLATION

During the last few years, most of the federal legislation 

related to the delivery of health services to the medically indigent 

population has been based on the third party reimbursement concept. For 

example, this is true for mental health, family planning, carmunity 

health services, rural health initiative, neighborhood health centers, 

and other. In the U.S., the main source of third party reimbursement 

for these programs are the Medicaid funds. Also, because of the 

nature of the health economy in the mainland, Medicare funds and 

several prepaid health plans become good sources of third party 

funding. In Puerto Rico the situation is quite different. Prepaid 

plans are few and there are no uncommitted Medicaid funds available 

for third party purposes because of the legislative restriction put 

on the program as it applies to Puerto Rico.

As a result of all this, any such program depending on third 

party reimbursement is doomed to failure in Puerto Rico. This is so, 

because most of these programs provide only for "seed money" with a 

phase out schedule, providing the project enough time to became self 

sufficient through third party funds. In Puerto Rico, we cannot forsee
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that this will ever be feasible because of the absence of third party 

payors, especially the main one available in the United States, the 

Medicaid Program.

If this trend continues, the medically indigent in Puerto Rico 

will not be able to benefit from any of the new legislation their 

counterparts in the United States are benefitting frcm. Furthennore, this 

tendency will make it very difficuly for us to participate in future 

programs depending on third party payors, because we consider it will 

be unfair and unjust to start good health services in a ccmnunity 

and raise expectations when we know ahead of time we will have 

to discontinue them in a few years, knowing we will not be able to 

obtain adequate funds to continue them.

FACTORS AFFECTING TOE HEALTH BUDGET IN PUERTO RIOO

Although Puerto Rico has made efforts of its own to expand the 

health budget (frcm $62.0 million in 1965 to $162.8 million in 1975 - 

including both state and local resources) it has been unable to 

tpgrade the quality and expand the services to its indigent population.

Most of this increase in funding has been offset by the annual 

increase in population, the high cost of living and inflation of the 
health case costs.

Annual Increase in Population

Of the total population of Puerto Rioo, approximately 1.7 million 

persons were classified as medically indigent in 1975. About 1.3 million 

would be eligible for Federal financial participation if such participation 

wonld be available. The remainder, about four hundred thousand persons,
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would receive medical services at a hundred percent state cost.

Of the 1.7 million persons, fifty-seven percent, or 975,000, 

are children —  525,000 dependent children and 450,000 needy children, 

according to Medicaid and welfare categories.

These low age groups place increasing demands on the financial 

resources of the Government of Puerto Rico if it were to provide them 

all the health care services they need. For these groups the limitation 

of Federal financial participation on medical assistance has particular 

significance, for unlike the jurisdictions of the continental United 

States, an absolute ceiling is placed upon Federal Medicaid expenditures 

in Puerto Rico, regardless of actual need.

The High Post of Living

The cost of living in Puerto Rico is considerably higher than

in most areas of the United States. The U.S. Civil Service Ccrrmission 

has established a 7.5% cost of living differential for Federal employees 

working in Puerto Rico. The actual difference is closer to a 14% 

higher cost of living in the island.

A report of the Puerto Rico Department of Labor provides 

dramatic evidence of the inroads inflation has made in the purchasing 

of the dollar in Puerto Rico, particularly in the past years.

This report showed that there has been a 67.0% increase in the 

cost of living in Puerto Rico over the past eight years. Viewing this 

in terms of the effect on the dollar/s value in 1975, we can see that a 

dollar in Puerto Rico buys less than two-thirds of what it bought 

in 1967. The $30 million ceiling, unfair as it is, beccmes more burdensome 

because of inflation and higher cost of living.
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Inflation of the Health Care Posts

The same report indicates a cost of living index for medical 

care of 190.7%.

The average annual Medicaid payment per eligible recipient in 

1972 was $21.25. In 1975 that was equal to $12.85, an effective drop 

of $8.40, due to the decrease in the purchasing power of the dollar.

REMOVAL OF THE CEILING: RATIONALE AND SAFEGUARDS TOR BETTER UTILIZATION

Title XIX aims at providing full, continuous medical care of 

optimun quality to all American citizens who qualify and are unable to 

pay for it themselves. It is unfortunate that after nine years Puerto 

Rico has not been able to reach this ootrmendable goal due to

insufficient funding.

Although the $30 million have been essential to the Program, with 

1.7 million persons depending on the Government's medical services 

and due to the increase in costs of medical care, the Island will never 

be able to substantially improve health services to the poor. To 

cope with this situation, a reconsideration of the prevailing Federal 

financial participation is necessary and the removal by Congress of 

the statutory limitation of Federal payments to Puerto Rico is fully 

justified.

The removal of the ceiling will not open a door for an uncontrollable 

flow of Federal funds into the Program. The fiscal capacity of the 

Government of Puerto Rico will always be limited due to its scarce 

resources. The fact that there will always be an additional load of
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recipients for whan there is no federal matching funds, at the present 

time 400,000, or around 23 percent, of the medically indigent population 

in Puerto Rico, is another limitation to the possibilities of dis­

proportionate State increases that may offset the Federal appropriations 

under an unrestricted program.

Furthermore, the public health care system servicing the 

indigent population in the Cannonwealth has built-in controls on 

expenditures to keep costs at lower levels as conpared with similar

services elsewhere.

In the first place, it is a predominantly ambulatory care system 

which is cheaper than other systems that use a high incidence of 

hospitalization. During fiscal year 1974-75, of the $30 million,

$27.9 million were used to provide services. Of this amount, $17.5 

million, or sixty-three percent, were utilized on ambulatory care.

In the second place, the majority of the services are provided 

by salaried personnel, including physicians, whose payments schedules 

are established by the Government Merit System and must be in accordance 

with other personnel classification and payment schedules of public 

personnel in the State Government.

Physicians in private practice servicing the Program are paid 

at a fixed established fee of $3.00 per visit for general practicioners 

and $6.00 for specialists, which is less than fifty percent of the 

prevailing fees in the cannunity.

In the place, purchases of supplies, equipment and other 

materials for all the public system are done through bidding at a central 

purchasing and by stimulating carpet it ive procedures by local and 

mainland suppliers.
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Hie judicious utilization by Puerto Rico of additional funds 

under Title XIX of the Social Security Act is assured by the Authorities 

who are responsible for the administration of the Program at State

level.

Should Congress remove the statutory ceiling imposed to Puerto Rico 

under the Act, it will enable us to meet the needs of the medically 

indigent as well as to caiply with the requirements of Title XIX and 

the regulations.

PROPOSAL

In view of all the above, we respectfully request that the $30 million 

ceiling imposed to Puerto Rico be removed. The present situation is 

unfair to our medically indigent population who are unable to benefit 

fran the objective of such legislation.

Based on figures of actual cost per unit for Fiscal Year 1975-76, 

we have estimated that the total medicaid program requires a budget of 

$120 million as shown in the attached Table "B".
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In orde r to  make th e l i f t in g  of  the ce il in g  more fe asi b le ,

we sugges t th a t i t  be done in  stag es .

Since we es tim ate th at $120 mill io n ar e requ ire d to  pro vid e

qu al ity he al th  se rv ic es  to  ou r e li g ib le  med icaid po pu lat ion,  and 

beca use Puerto Rico is  po orer  than the po ores t s ta te , i t  should  be 

e n ti tl e d  to  Medicaid funds on an 80-20 matching bas is . However, 

we recommend the fol low ing  ph ase- in ta b le  so th a t with in  four  ye ars  

Puerto Rico can fu ll y  p a rt ic ip a te  in the program:

1s t Stag e (FY 78) - 50-50 match ing 

Based on $120 m ill ion 

Medicaid Funds -  $60 m ill io n 

P.R.  matching  -  $60 m ill ion

2nd Stage (FY 79) -  60-40 matching

Based on $129 .6 mill ion ($120 M + 8% in fl a ti o n  ra te ) 

Medicaid Funds -  $77.7  m il lion

P.R. matching -  $51.9 m il lion

3rd Stage (FY 80) -  70-30 matching

Based on $139 .9 mill io n ($12 9.6 M + 8% in fl a ti on  ra te ) 

Medicaid Funds -  $97.9 m il lion

P.R. matching  -  $42.0 m il lion

4th  Stage (FY 81) -  80-20 matching

Based on $151.2  m il lion  ($139.9  M + 8% in fl a ti on  ra te ) 

Medicaid Funds -  $120.9 m il lion

P.R. matching -  $30.3 m il lion
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OCNCLUSICN

In conclusion, Mr. Chairman, it is unfortunate that after nine 
years, regardless of a considerable state effort, Puerto Rico has not 
been able to reach the caimendable goals set by the Medicaid legislation 
due to insufficient funding. The trend in recent federal legislation, 
which is to relay more and more on third party payors, is making it 
more difficult for us to deliver adequate health services to our medically 
indigent population. In order to prevent further deterioration of the 
services and to treat as equal medically indigent United States citizens 
residing in Puerto Rico, we  propose that the present ceiling of $30 million
be lifted.

In order to make it an acceptable proposal which will not result 
in large sudden outlays from the Federal government, we are suggesting 
that the ceiling in the matching formula be gradually lifted in the 
course of four years, starting in FY 1978.

The Government of Puerto Rico has demonstrated over the years 
its deep concern for the medically indigent and probably has done more 
than any other state government to provide adequate health care free of 
charge for that part of the population that cannot afford it.

But as you know, Mr. Chairman, health care costs have skyrocketed 
in the last years and we hace seen a proportionate deterioration in our 
health care and delivery system. Puerto Rico does not have the resources 
to keep pace with these mounting costs and unless we get additional 
help from the Federal government we will see further deteriorations.

Your fellow U.S. citizens in Puerto Rico deserve better.
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I believe, Mr. Chairman, that you will agree with me that this 

is a modest and fair proposal and I hope that the Subcomnittee will 

act favorably on it.

We will be glad to answer any questions that the Subcomnittee 

may have.

Table "A"

STATE AND LOCAL APPROPRIATIONS 
FOR HEALTH IN SELECTED FISCAL YEARS

Sources Appropriations (millions)
FY - 65 FY - 75

Puerto Rioo (State) 
Municipal

$37.8
24,2

$109.0
53.8

TOTAL $62.0 $162.8



Table "B"

A. Hospitalization at Regional Hospitals

Admissions - 100,000/ year

Cost Per Unit* - $702 (Av.)/Patient

Total Cost - $70,200,000

Medicaid Estimate (66% of Total Cost) $46,332,000

B. Out Patient Care at Regional Hospitals

Visits - 900,000/year

Cost per Unit** - $37 (AV.)/Patient

Total Costs - $33,300,000

Medicaid Estimate (66%) 21,978,000

C. Services at Area Hospitals

1976 Experience - $16,555,747

Medicaid Estimate (66%) 10,890,000

D. Services at Health Centers

1976 Experience - $24,691,386

Medicaid Estimate (66%) 16,236,000

E. Services Provided by the San Juan Health Department

1976 Experience - $26,000,000

Medicaid Estimate (66%) 17,160,000

F. Services Provided by Other Municipalities 

1976 Experience - $12,000,000 

Medical Estimate (66%)

Total Estimate of Medicaid Funds Required

$7,920,000

$120,516,000

♦Includes all services rendered during patient's stay, 
until his discharge.

♦♦Includes all services rendered during patient's visit.
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Fo od ..........................................................................................$

'c lo th in g  and o th e r  P e rs o n a l it e m s ......... ..................

H ou sing , eq uip m en t,  e l e c t r i c i t y ,

w a te r , g a s ...............................................................................

T ra n s p o r ta t io n ......................................................................

R e c re a ti o n , sc h o o li n g  and  p r in te d

m a t e r i a l . . .  .............................................................................

O th er Co ns um ption E x p e n d it u re s ..................................

I n s u ra n c e .................................................................................

D onat io ns and  P re s e n ts ....................................................

P.R.,ESTIMATED AVERAGE ANNUAL EXPENDITURE 
FOR A FAMILY OF FIVE MEMBERS,SUMMARY TABLE * /

1970i
ITEM ‘ AVERAGE ANNUAL EXPENSE

1,9 54.6 8

1 ,1 79.7 6

1 ,5 56.1 3

44 7. 00

21 3. 00

11 4.00

13 9.00

99 .0 0

' • TOTAL.................................... $ 5 ,7 02 .5 7

C o n sid eri n g  a r a t e  o f  i n f l a t i o n  o f  7% a n n u a ll y , d u ri n g  th e  

l a s t  se ven  y e a r s , th e  le v e l o f  m ed ic al  In d ig ency  sh ou ld  be  r a is e d  

c o n s id e ra b ly . Rat e o f  I n f l a t i o n  o f  M ed ic al  Ca re ex ce ed s o th e r

it em s.

* /  B asi c Needs  o f  th e  P u e rt o  R ic an  in  1970 D iv is io n  o f  P la n n in g  
R es ea rc h and  E v a lu a ti o n .
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Comm onwea lth o f  P u ert o  Rico 
DEPARTMENT OF HEALTH

• PER CENT OF ELIGIBLE MEDICAID PATIENTS . 
(BY TOWN)

TOWN POPULATION Z ELIGIBLES

A dju n ta s 20 ,2 40 61.9

Aguada • 33 ,3 00 78.4

A g u ad il la 60 ,6 60 5 9 .5

Aguas  Bue nas 21 ,8 00 67 .6

A ib o n it o 23 ,2 00 71.4

An asc o 24 ,0 60 53 .1

A re ci bo 86 ,6 90 65 .3

Arroy o 14 ,580 74. 8

B a rc e lo n e ta 13 ,2 20 63.7

F lo r id a 9, 920 -

B a rr a n q u it a s 24 ,8 40 68.0

Bayam6n 18 3,59 0 4 2 .0  •

Cabo  Rojo 29 ,7 40 60.2

Caguas 10 9,37 0 57. 8

Camuy . 21 ,4 10 74 .6

C a ro li n a 14 0,95 0 36.7

Catan o 30,1 50 74 .0

Cay ey 42,2 90 74.2

• Cei ba 12 ,9 40 4 0 .2

C ia le s 16 ,5 70 6 6 .5

C id ra 25 ,5 20 8 8 .3

Coamo 26 ,3 20 8 2 .2
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PER ENT OF ELIGIBLE MEDICAID PATIENTS. . . . (C on t. 2)

TOWN
1

POPULATION % EL1CIBLES
' ' " 4 , - j

po ac rlo
. r*

21,25 0 •6 8.8

iC or oz al 30,31 0 66 .7

pule bra 870 -
1
Ito r  ado 23,570 50 .3
ta ja rd o 27,08 0 38 .5

Gu&nica 16,770 62 .8

Guayama 43 ,60 0 63 .4

Gua ya ni lla 19,970  - 72 .2

Guaynabo 76,81 0 51 .2

Gurabo 20,760 73 .9

J la ti ll o 23,620 89 .2

Horm igueros 12,500 44 .9

Humacao • ’ • 41 ,55 0* 58 .6

Js ab cl a 35,39 0 67 .0

Jay uya 14,120 79 .1

Jua na Diaz 43 ,95 0 68 .3

. Junc os 24,060 70 .5

La jas 18,980 54 .7

Lares 29,080 70 .3

Las Marias 10,890 51 .7

Has Pie dr as 20,34 0 60.4

Can6vanas 25,030 58.8

puqui.H o 11,230 66 .2

Manati 33 ,42 0 64 .8

Mar icao 6,6 50 59 .6

Maunabo 10,690 j 86 .7
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PER CENT OF ELICIBLE MEDICAID PAT IENTS.. .. (Cont. 3)

TOWN POPULATION % ELIGIBLES

Ma/aguez 99,01 0 43 .6

Moca 5 29 ,87 0 68 .3

Morovis .1 8,5 30 83 .5

Naguabo : . . 20 ,32 0 63 .4

N ara n ji to  • j 23 ,30 0 74 .2

Or ocov is j 20,460 89 .9

P a t il la s I 19,770 76 .1

Pof lue las
1
j 18,380 ' 63 .0

Ponce 1 175 ,690 56 .1

Q ueb ra dil la s 1 17,3 70 60 .5

p.inc6n 1 * 10,570 70.9

Rio Grande 26,610 52 .0

pi o Pi ed ra s •j 36 3, 06 0' 21 .8

Sabana Grande « 18,470 64 .0

San German 1 31,360 62 .8  .

Salinas
I
1 25,090 66 .2

San Juan
1
j 147 ,890 *** 73 .8

San Lorenzo
1
, 34 ,39 0 78 .2

San Seb as ti an j 37 ,47 0 67 .1

Sa nta Is ab e l
1
j 17,670 63 .3

• Toa A lta j 25,150 66 .3

Joa Baja
t
: 60,910 35 .1

T ru ji l lo  Alto 5 40 ,28 0 57 .9

Utuado : 39 ,47 0 64 .4

Vega A lta • 27 ,78 0 55 .9

** »/  In cl uy e San Juan  I ,  I I ,  I I I  y IV.
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PER -ENT OP ELIGIBLE MEDICAID PATIENTS. . . . (C on t.  4)

TOWN POPULATION % ELIGIBLES

Vega Ba ja 37 ,6 00 72. 6

Vi eq ue s 9, 040 -

V il la lb a 19 ,320 82.3

Yab ucoa 36 ,2 10 56 .7

Yauco• • • 37 ,6 40 69. 0

Loiza 18 ,370 4 5 .0

TOTAL 3,1 20 ,9 00 56. 1 7.

Mr. Rogers. Thank you very much for a fine statement.
Would your distinguished colleague like to make a statement?
Mr. Corrada. Mr. Chairman and members of the subcommittee, I 

will just  be making some brief  comments in support of the elimina­
tion of the $30 million ceiling for Puerto Rico in the Medicaid 
program and for the establishment of a phase-in program to provide 
for a more equitable matching formula at the levels recommended 
in Governor Romero’s testimony.

I think the Governor’s testimony has made c lear tha t the govern­
ment of Puerto Rico is deeply committed to provide the optimum 
health care for the medically indigent population in our Island.

The line item in the health budget to provide services to the 
medically indigent has increased 263 percent  in the last 10 years.

Another example of this  commitment is the fact tha t we are 
spending $78 million to match the $30 million which the Federal 
Government provides under the Medicaid program. This, Mr. Chair­
man, is probably, as the Governor said, the highest matching ratio 
in the program, even though Puerto Rico is poorer than  any of the 
States.

The fact tha t Puerto Rico’s participation in the Medicaid program 
is limited to $30 million per year on 50-50 matching ratio has 
severely strained the resources of th e government of Puerto Rico, 
particularly the heal th budget, and has also constrained our ability 
to provide optimum health care to our medically indigent. Unless 
immediate action is taken through legislation and through  the
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recommendations of this subcommittee, our ability to provide these 
services will continue to be severely hampered.

Finally, Mr. Chairman, we are experiencing a situat ion by which 
we find tha t we have to comply with Federal regulations and 
legislation requiring the States  to provide more services, more 
sophisticated cost accounting and management  information systems 
and the government of Puer to Rico is having to bear the full burden 
of providing the services and developing the systems without  any 
assistance whatsoever from the Federa l Government since most of 
our funds under the ceiling are  a lready committed to providing the 
basic health care services.

You will agree with me, I hope, Mr. Chairman, and members of 
the subcommittee, tha t this is an unfa ir situat ion and tha t steps 
should be taken  to remedy it. The proposal that the Governor has 
spelled out this morning for the  removal of the ceiling and a 4-year 
phase-in of the matching requi rement is more than  equitable, both 
to the Federal Government and to the  island, and I hope tha t the 
committee will act favorably on i t in the near  future. This matter  is 
of great priority  to me as Puerto Rico’s Resident Commissioner and 
for t ha t reason I introduced legislation shortly  after  the beginning 
of the 95th Congress to remedy the problems we have discussed 
today.

Thank  you.
Mr. Rogers. Thank  you so much.
It is true tha t you have been very diligent on this. It is because of 

your diligence along with our colleague, Mr. de Lugo, from the 
Virgin Islands tha t the committee is holding these hearings.

So, Governor, I want you to know tha t your representa tive has 
been doing a good job and has gotten on this committee to make 
sure we hold these hearings.

Governor Romero. Thank you.
Mr. Rogers. Dr. Carter.
Mr. Carter. I notice you have a 3-tier system of h ealth  care in 

Puerto  Rico which consists of municipal clinics, then a second tier 
of trea tment, and then regional hospitals. Is tha t correct?

Governor Romero. That is correct.
Mr. Carter. What is the average tha t you spend per Medicaid 

patient?
Governor Romero. I will defer to Dr. Rivera.
Dr. Rivera. The average for a Medicaid patient is around $49 per 

year.
Mr. Carter. What is the total  population of Puerto Rico?
Dr. R ivera. 3.2 million people out of which is Medicaid program 

we had around 1.4. We have 400,000 persons who are not covered, 
are not eligible. They do go as medically indigent persons for 
services.

Mr. Carter. Could you give us some examples of t he extent of 
communicable diseases in Puerto Rico? For example, do you have a 
high rate  of measles or whooping cough?

Dr. Rivera. No. I would say most of the infectious diseases are 
not as prevalent in Puerto Rico as they used to be. We don’t have 
malaria , typhoid fever, and we very seldom get a polio case, and TB 
has come down. We do have some outbursts of measles, but not the 
usual type we used to have.
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Mr. Carter. Do you have dengue fever?
Dr. Rivera. Yes, we do.
Mr. Carter. That is caused by mosquitoes?
Dr. Rivera. That is right.
Mr. Carter. Why do you think  it is that you have eliminated 

malaria and yet have dengue?
Dr. R ivera. We have an endemic type of dengue in Pue rto Rico. It 

is a very seasonal type of thing. We are working with it in such a 
way that,  for instance, at this very moment we are taking  all the 
precautions tha t are needed in order to eradicate the places where 
the mosquito is born.

Mr. Carter What about the mortal ity rates?
Dr. Rivera. From dengue, no.
Mr. Carter. Not from dengue, but in general?
Dr. Rivera. The mortali ty rate, the infant morta lity-----
Mr. Carter. Actually, I should have asked about the morbidity 

among your poor people, instead of mortality.
Dr. Rivera. Right now I would consider i t stil l high, not as it  used 

to be before, but it is still high.
Mr. Carter. Do you have problems with denta l caries?
Dr. Rivera. No doubt tha t is one of our programs, yes.
Mr. Carter. You do have great problems?
Dr. Rivera. Yes, we have a tremendous problem in tha t particu­

lar line.
Mr. Carter. Are you able to take  care of your poor people who 

are sick?
Dr. Rivera. Well, we are  doing it. How we are doing it sometimes 

I consider it  a miracle within the circumstances of the budget we do 
have. But we are providing the  care. The average cost per unit  type 
of investment, we pay about $700 per admission per year per 
patient which is very, very low as you might compare with the 
States which is close to $2,000.

Mr. Carter. What is your cost per hospitalization day?
Dr. Rivera. We have a cost unit. I don’t have it for each day. At 

the biggest regional hospital it is between $1 and $126 per day. In 
the intermediate  hospital, the areas  hospital, it is a round $86 per 
day at the present rate.

Mr. Carter. Thank you very kindly.
Mr. Rogers. There is a call to the floor for a vote. If you will bear 

with us, we will recess for 10 minutes to allow Members to vote and  
we will come back and conclude questions.

[Brief recess.]
Mr. Rogers. The subcommittee will come to order.
Mr. Walgren.
Mr. Walgren. Being a new member I just  wanted to explore how 

Puerto Rico was left so far behind originally  in this kind of 
legislation. What was the rationale for tha t?

Governor Romero. The rationale for this and for any other  
different trea tme nt for Puer to Rico is the  fact that Puerto  Rico does 
not pay Federal income taxes. So tha t, therefore,  we are not 
entitled to the same benefits under all the legislation automatically 
as a State. So this is the reason behind it.
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I cannot see any other  type of reason. This reason, however, fails 
to make us clearly understand what happens to any kind of Federal 
aid tha t goes to Puerto Rico.

Recently there was a program on 60 Minutes which has been very 
prejudicial to the image of the people of Puerto Rico. They gave 
some stat ements in tha t program which were untrue because they 
did not give all the information. They talked about $3 billion of 
Federal outlays in Puerto  Rico, Federal expenditures , but they are 
really outlays. It includes the milita ry bases. It includes the U.S. 
Department of Justice, the court systems, post office, social security, 
veterans payments and all kinds of payments. Actually, as far as 
grants to Puerto Rico are  concerned, ther e is $1,700 million in total. 
Puerto  Rico purchases from the U.S. a total of $3,600 million. So 
tha t all the money tha t goes into Puer to Rico is more than turned 
back over in purchases of goods and services.

Out of our total $7 billion and some gross State product, we 
purchase over $3-1/2 billion from the  Nation.

Mr. Walgren. When a population is as poor, not adding any 
judgment to tha t word, but when so many of the people would 
qualify for medical aid, how do you decide which ones or which 
programs to fund? There must be a cutoff point there someplace. 
Does it jus t fall arbit rarily?

Governor Romero. No.
Mr. Walgren. Can you provide the services to everyone?
Governor Romero. We provide the services to everyone who 

comes in. Of course, as you must imagine, there is a shortage of 
doctors and nurses and equipment and medicines. So that what 
happens  is th at  people accep t a situat ion  which would be 
unacceptable in jus t about any State of the Union. If you go to one 
of the out-pat ient clinics and see the  amount of people put together 
in tha t clinic waiting for a specialist to see them and waiting to be 
x-rayed or waiting for a lab test, this would be unacceptable in 
many States and many cities.

The same situat ion exists with the hospitals. Certain  things will 
be unacceptable as far as the number of people put together, the 
waiting time. We do with what we have. But everyone is tre ated . I 
would say perhaps we are falling way behind in dental trea tment.

Mr. Walgren. Have there been any situat ions where the Depart­
ment of Health, Education, and Welfare has threa tened to cut off 
funds to any of the institut ions in Puerto Rico th at you know of for 
failure to comply with some of these cost accounting systems and 
other regulations tha t are put on the local governments?

Dr. Rivera. We receive letters. HEW tries to make us comply 
because obviously we have to. But they are  understanding.  I believe 
they have been reasonable enough to us. They have been tryin g for 
us to star t, like to have a list to show the intention that  we are 
trying to. We are doing tha t in certain areas. There are some a reas 
where we definitely cannot do it because of the cost involved. 
Obviously, they are trying for us to see if we can do it.

Mr. Walgren. I see.
Governor Romero. When you talk  about standards and tre at ­

ment, the medical and health services in Puer to Rico are much 
bette r than  medical health  services in ju st about any othe r nation



50

in the world, particularly  in all of this continent. But when you 
compare them, the standards tha t have to be met, the national  
standards, then that is when they begin to fall short.

On a comparative basis, we might be doing all right comparing 
with one area, but not compared to the rest of the  Nation and the 
requirements of the Federal Government.

Mr. Walgren. I simply would like to add my compliments to Mr. 
Corrada. Congressmen are so preoccupied and it is so easy to not 
realize what is happening in someone else’s world. Certain ly in the 
instance of health care, our country has a commitment. When I 
think  of the  way we have criticized o ther countries  tha t have not 
provided proper health care to their  people and thought of ourselves 
as almost holier than thou, and then to find t ha t in our own—in the 
people tha t live together in our political system left behind in th at, 
it is really disturbing.

I think Mr. Corrada has done a very effective job in bringing it to 
the attent ion of many people who I am sure are  very distracted. It 
is hard to get thei r attent ion, but it ce rtainly is a worthwhile cause.

I would like to lend my support to that .
Mr. Corrada. Thank  you.
Mr. Rogers. Do you have any cost containm ent programs in the 

health  care field?
Dr. Rivera. We do. It is sort of a built-in style of cost containment 

approach. Of the system we have in Puerto Rico, we have a 
different health  delivery system in Puerto Rico than  you do in the 
States. We have tried to keep it through salaried positions, trying to 
buy mater ials and so on. This keeps us in cost containment activi­
ties. Obviously, we have to depend on certa in equipment and 
materia l from the  States. Every time it increases here it is reflected 
over there.

Locally we are  t rying a  sort of cost containment activity, but it is 
always influenced by what happens in the States.

Mr. Rogers. Have you tried to encourage the establishment of the 
health maintenance approach?

Dr. Rivera Yes. We are for it. As a mat ter of fact, star ting  
January of next year we are starting a new concept of health 
delivery services. This is what we call an area  concept. The area 
concept is for us to get three or four towns together and utilize all 
the physical resources and facilities and the  human resources 
available for the  populations of those thre e or four towns. The 
concept is simila r to the  health maintenance type.

Our main approach is prevention. We have shifted completely 
from the acute aspect to the prevention aspect. We will have a good 
laboratory to test that .

Mr. Rogers. I think the  committee will be intere sted in benefiting 
from your experience and what you have planned. If you can let us 
have some details on that, I think  it would be helpful.

Dr. Rivera. We will be glad to.
[The information was not available to the subcommittee at the 

time of printing.]
Mr. Rogers. The government of Puerto Rico has an exemption 

from the freedom of choice provisions of Medicaid as well as the 
eligibility standards for medical needs. I think the general require-
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ment is 133 percent of the cash assistance payments, where I th ink 
perhaps you go up to perhaps 200 percent.

Dr. Rivera. That is right.
Mr. Rogers. If the Federal ceiling were removed giving a  normal 

match, if tha t meant losing those exemptions, what  would your 
feeling be?

Governor Romero. We would be in a difficult position. I th ink at 
this moment still not to be exempt from the free choice would 
create problems because we still need so much of those funds to 
help our government  delivery system.

Mr. Rogers. So you think it is essential to keep t ha t exemption?
Governor Romero. I think so.
Mr. Rogers. What about the  133 percent vis-a-vis the  200 

percent?
Governor Romero. The reason they have the higher  ceiling is 

because the cash assistance in Puerto Rico is much lower. There­
fore, the percentage is much higher. At th is moment a blind person 
would be receiving $13 a month vis-a-vis $167 in the  States. An 
impaired person would be receiving $14 a month vis-a-vis $160 or 
$170. An aged person would receive $19 a month vis-a-vis $170 in 
the States. This is why the percentage is so much higher because 
the cash assistance payments are so much lower.

Mr. Rogers. There was some indication, unofficial, that HEW 
might seek the approval of the  OMB in perhaps doubling the  ceiling 
and then  giving a comparable cost of the health inflationary factor 
each year. What would be your reaction to that?

Governor Romero. I th ink that  would be much bett er than  what 
we have now. We feel our plan would meet our needs a lot better, 
but if that were to be the only available plan, that  would be 
definitely better than what we have at this moment.

Mr. Corrada. May I say, Mr. Chairman,  in terms of the amounts  
available, it would not be problematic, but in terms of keeping the 
50-50 matching  requirement throughout the period, it would seem 
to us t ha t it would not be equitable to keep it tha t way, particularly 
in view of the fact tha t the Governor has stated  tha t even though 
through  the phase-in program the matching requirement goes to 60- 
40, 70-30, 80-20, that the resources that would be liberated in terms 
of Puerto  Rico’s share would still be kept in the health field and, of 
course, the 80-20 matching requirement a t the end of 4 years we are 
talking  about is nothing unhea rd of because th at is what the States  
with lower capita  income get.

Mr. Rogers. One more question on the situation of the income 
tax. I guess the main beneficiary of tha t would be corporations.

Governor Romero. There is no doubt about it.
Mr. Rogers. Many people would qualify for rebates if they  had to 

pay income tax?
Governor Romero At this moment our personal income tax at 

this level begins at a lower income level than  it does here. The rates 
are higher. A person in Puerto Rico pays more income tax  with the 
same amount of income than he does in New York State, even 
though if he lives in New York City he has to pay Federal, State 
and city income tax. Still he pays more in Puerto Rico. The rates 
are higher.
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Mr. Corrada. Here we are speaking of the  medically indigent. 
Most of them do not pay Federal taxes whether they are in Puerto  
Rico or in the mainland as a resul t of the ir low incomes.

Mr. Rogers. Are there any other questions?
Mr. Carter. Yes, Mr. Chairman.
Mr. Rogers. All right.
Mr. Carter. Do you keep up with the Federal taxes tha t are 

collected in Puerto Rico?
Governor Romero. The Federal taxes that are collected for the 

imports and excise taxes are returned from Puerto Rico after  the 
deduction of collection expenses.

Mr. Carter. How much does this amount to  per year?
Governor Romero. At this moment I don t have the figures. 

Would you have those figures? It is about $180 million.
Mr. Carter. Does t ha t figure represent the  Federal taxes which 

you get and which other States in the country do not receive?
Governor Romero. That  is correct.
Mr. Carter. Tha t is an advantage  to your Commonwealth of 

Puerto  Rico, isn’t it?
Governor Romero. Yes. I th ink the reason for those payments is 

because of the principle of taxation without representation.  Since 
we have no representation we don’t have that  taxation.  I myself, 
personally, would much rath er have representation. We have repre­
sentation which does not have a vote. We would be entitled to 
seven.

Mr. Carter. Of course, it is your business which reduces the taxes 
and of course you benefit from them. What you stated is quite true.

Thank you, Governor.
Mr. Rogers. Governor, than k you very much for your testimony. 

It has been most helpful. Governor, our distinguished colleague and 
Mr. Secretary, we have been pleased to have you. The committee 
will try to take  some action on this matt er. Thank you for your 
presence today.

Our next witness is our distinguished colleague from the Virgin 
Islands, the Honorable  Ron de Lugo. We welcome you to the 
committee. Your s tatemen t will be made a part  of the record in full.

I want to give credit to the gentleman, too, for his persistence in 
trying to get this ma tte r brou ght to the Congress for final 
resolution.

STATEMENT OF HON. RON DE LUGO, A DELEGATE IN CONGRESS 
FROM THE VIRGIN ISLANDS

Mr. de Lugo. Thank you for those kind remarks . I will try to be 
as quick as possible because I see the committee has been called to 
the floor again.

First of all, let me open by requesting unanimous consent tha t 
the record be kept open so tha t we can inser t a s tatem ent that  will 
be coming from the Commissioner of Health, Dr. Schneider.

Mr. Rogers. Do you anticipate that within  about 5 days?
Mr. de Lugo. Yes.
Mr. Rogers. We will keep the record open for that .
Mr. de Lugo. He will provide all  the  necessary data  to support 

my statement [see p. 54].
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Mr. de Lugo. Mr. Chairman and members of the Subcommittee 
on Health and the Environment, I am gratefu l for thi s opportunity 
to testify in support of the Medicaid provisions of H.R. 6745, 
comprehensive legislation I have introduced to eliminate discrimi­
natory trea tme nt of the Virgin Islands under the various public 
assistance sections of the Social Security Act.

The purpose of this legislation, major provisions of which have 
already been unanimously  adopted by the Ways and Means Com­
mittee and passed by the House, is to guarantee equal protection 
under the law by extending to residents of the United States  Virgin 
Islands the same rights and benefits already enjoyed by residents of 
the several States  and the District of Columbia, the same rights 
tha t they would, as U.S. citizens, have if they were in one of th e 
States.

Section 1108 of the Social Security Act sets absolute ceilings on 
Federal funding for the Medicaid programs in the Virgin Islands, 
Guam and Puerto Rico. Federal financial  participa tion with respect 
to the U.S. Virgin Islands is limited to $1 million a year. At the 
same time, the Virgin Islands is subject to a 50-50 matching  rate, 
whereas the terr itory would qualify for 75 percent Federal match­
ing if it were entitled to full State-like trea tment, the difference 
with Puerto  Rico being, of course, pegged to the per capita  income.

The net effect of these provisions is to reduce the level of health  
care services available to low income persons in the U.S. Virgin 
Islands, as well as to place an ever-increasing financial burden on 
the fiscally strapped local government tha t is disproport ionately  
higher than tha t of individual States.

I should like to point out tha t the  health care responsibilities of 
the Virgin Islands government  are expected to increase signifi­
cantly over the next few years. The aggregate  case load for govern­
ment-sponsored health services has increased from 25,000 in 1972 to 
34,000 in 1976—out of a total population of 100,000—and additional 
growth is expected to continue as large numbers of nonres ident 
aliens in the terr itory are adjusted every year to permanen t resi­
dent statu s under Federal law.

Moreover, operationa l costs are expected to increase as the local 
government moves ahead with its $50 million health care modern­
ization and construction program. While eliminating the Federal 
ceiling and allowing the matching rate  to rise under  the variable  
State formula would enable the Virgin Islands to help finance 
needed improvements in its health care system, HEW has est imated 
tha t full State-like  trea tment would barely cost an additional 
$600,000 in fiscal year 1979, rising to an additional $1.8 million in 
fiscal year 1983. So you can see as far as the Virgin Islands go, it is 
a drop in the  bucket by Federal standards. It is not, however, a drop 
in the bucket by our standards .

The principle justifica tion for discriminatory  trea tment  of the 
Virgin Islands under the Social Security Act has been, as was 
pointed out earl ier in the discussion with Mr. Walgren, its special 
tax status. However, in October of 1976, the HEW Under Secre­
tar y’s Advisory Group on Puerto  Rico, Guam and the Virgin Islands 
issued a report  which concluded that  “the  current fiscal t rea tme nt 
of Puerto Rico and the terri torie s under  the  Social Security Act is
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unduly discriminatory and undesirably restr icts the ability of these 
jurisdictions to meet the ir public assistance needs.”

The report  went on to recommend full State-like trea tme nt for 
the off-shore areas, arguing th at “while the legitimate obligations of 
Puerto  Rico and the terri torie s to contribute  to general Federal tax 
revenues should be considered within the context  of th eir overall 
political relationship with the Federal Government, there is little  
justificat ion for addressing this issue within the context of the 
Social Security Act.”

This conclusion is in accordance with statements of general policy 
the present administra tion has made with respect to the off-shore 
territo ries. As P resident Carter  recently stated,  “The Constitution 
of the United States does not distinguish between first and second 
class citizens.”

Rather, the Constitution specifically guarantees equal protection 
under the law to all United States citizens, regardless of where they 
may live. The logic of the constitu tional argument, moreover, is 
strengthened by the fact tha t while the people of the Virgin Islands 
do not contribute to the Federal Treasury, neither do millions of 
Americans who are unable to pay taxes because of economic cir­
cumstances. In the final analysis, neither of these circumstances 
relieves the Federal Government of its responsibilities to these 
citizens.

While the Under  Secretary’s repo rt mentioned above also recom­
mended full State-like trea tmen t, it did suggest a number  of ways in 
which to do it, including phasing in reforms over a 3-year period. 
The House Ways and Means Committee took a major step in this 
direction last May when it voted unanimously to extend the supple­
mental security income program, eliminate the Federal ceilings on 
cash assistance programs and revise administrative  procedures for 
the title  XX social services program for the  benefit of United States 
citizens in the Virgin Islands, Guam and Puerto Rico. In its repor t 
on H.R. 7200, the  Ways and Means Committee s tates that its action 
was a “necessary and important step” in the direction of “complete 
equity between the States and the terr itor ies.”

More significantly, President Car ter has included the Virgin 
Islands and the othe r United States  ter rito ries  in his comprehensive 
welfare reform proposal on a  full and equal basis with the several 
States and the Distric t of Columbia.

I would jus t like to stop here because the sooner I stop talking , 
the quicker you can resolve this injustice.

[Dr. Schneider’s stateme nt was subsequently received for the 
record:]
Statement of Roy L. Schneider , M.D., FACS, FICS, Commissioner of Healt h, 

Govern ment of the  Virgin Islands of the  U nited  States

Through the years, the Virgin Islands Medicaid Program has operated under 
severe restra ints which have become even more confining because of the increased 
need and cost for services. Medicaid as operates in the Virgin Islands has 
documented expenditures higher than the allowable ceiling. Therefore, a much- 
needed increase in this ceiling will bring the Virgin Islands program in line with 
other States, and more importantly will enable the program to meet all financial 
responsibilities.
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The cont inued con strain t of a  one-mill ion-dollar  ceiling for the  Medicaid Program  
coupled with an unfai r matching  formula (50%-50%) place the  Virgin Islan ds in a 
less favorable ligh t tha n any  State, victimizing the  citizens of the  Ter rito ry, and 
placing  a  burden on the  local G overnment  a t a time when  it is leas t able to tole rate 
such demands . Looking to  the future, one can only project  upward  tren ds in both  the 
costs of h eal th care  and the  n umb er of persons needing Medicaid. The Virgin  Islands 
Medicaid Prog ram has atte mpted to meet the  needs of the  recip ients , bu t the  
amount, duratio n and scope of t he  program is thr eaten ed  by the  present  finan cial 
rest rain ts.

While the  Health Dep artm ent is streng the nin g its service to the  comm unity,  
Medicaid continu es to p urchase medical care  off-island, which means more fluid  cash  
expended, as aga inst  Virgin  Islands  in-kind cont ribu tion.

The non-matching ca tegories reflec t the  severe cons trict ions  of the  Federal regula­
tions—specifically, those  families not having cha rac ter isti cs of F ederal require ment 
or citizenship sta tus , requiring disp ropo rtion ate local monies for the  provision of 
services.

The high level of unem ployment in 1975 led to the  rapid increase of recipients: 
4,220 addi tiona l recipien ts were added in th at  year: and the  number  has contin ued to 
grow.

It is to be noted th at  the  projected budgets for the Virgin Islands Medicaid 
program for th e Fiscal Year  1976, and 1977 w ere equal, each being $2,584,400. During 
the  same two years,  the  Medicaid Prog ram d emons trated th at  th e one million dolla r 
ceiling was spent as follows:

1976
T ota l.................................................................................................................... $2,445,759
Federal Financial Pa rti cip ati on .................................................................... 780,705
Ter ri to ry .............................................................................................................  780,705
Non-M atch ing..................................................................................................... 884,350

1977 (Current Year—Only Thru J une 30th)
T ota l.................................................................................................................... $2,413,307
Federal Financia l Pa rti cip ati on .................................................................... 908,162
Ter ri to ry .............................................................................................................  908,162
Non-M atching....................................................................................................  596,983

These exo rbi tan t figures for expenditure s rep resent a tota l of 33,965 recipien ts for 
1976, and 34,062 for 1977. Reflected in these figures are social, economic and  other 
community factors, plus changes in other Federal  programs rela ting  to Medicaid, 
which support  the  need for an increase in the  fund ing of the  Medicaid Program.

Because the  eligib ility level for the Virgin  Islan ds has rema ined low and constan t, 
the re are  realis tic pressures from the  public to rais e eligib ility levels. A noth er factor  
to consider  is th at  if the  Virgin  Islands par ticipates in the  Supplem enta l Secu rity  
Program (SSI) more recipien ts will auto mat ical ly be eligible  for Medicaid. Therefore , 
a larger number of recip ients necessitates a large r expend iture of funds for medica l 
and hea lth services.

The Virgin Islan ds governm ent strongly feels th at  there should be an increase in 
the  Medicaid ceiling and matching formula which would more real istically accommo­
date the  needs of the residen ts of the  Territo ry.

Mr. Rogers. We apprec iate your bringing to our attentio n the 
problem tha t does exist and a possible solution.

Mr. Walgren?
Mr. Walgren. I would just simply like to add my endorsement of 

the views and thank you for presen ting them so directly.
Mr. de Lugo. Thank  you very much for this very sympathetic  

hearing tha t you have given us. I appreciate your statements. Of 
course, my good friend, the chairm an, we serve on anoth er commit­
tee togethe r and he has been a long time friend of the Virgin 
Islands. Of course, we would like full State-like t rea tme nt, but if in 
the committee’s wisdom you should adopt the HEW proposal which 
is to double the ceiling from $1 million to $2 million for the Virgin 
Islands, I think Mr. Corrada made an excellent point on the 
matching  formula. In our case it would be 75 percent Federal. I 
think tha t should be made par t of it.
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At the present time we are j ust strapped  at the local level with 
our health needs.

Mr. Rogers. Actually, I presume if they double your present  
ceiling, tha t would be more than you would ask for immediately. 
You said tha t only $600,000 would be needed immediately and not 
until 1983 would you get up to an additional $1.6 million?

Mr. de Lugo. That  is right.
Mr. Rogers. So if th ere  were an inflationary factor in tha t, you 

might come out better than  if it were done the other way.
Mr. de Lugo. We could very well in the short run.
Mr. Rogers. We can discuss that.
Mr. de Lugo. I th ink the matching formula would be a key to it, 

too.
Mr. Rogers. Thank you so much for being here today.
Mr. de Lugo. Thank you for your consideration.
Mr. Rogers. The committee stands  in recess for 10 minutes to 

answer the call.
[Brief recess.]
Mr. Rogers. The subcommittee will come to order, please.
Our next witness is William Fullerton who is the Deputy Admin­

istra tor for Health Care Financing Administration  of the Depart­
ment of HEW.

We welcome you again to the committee. We will be pleased to 
receive your testimony.

STATEMENT OF WILLIAM FULLERTON, deputy administrator,
HEALTH CARE FINANCING ADMINISTRATION. DEPARTMENT OF
HEALTH, EDUCATION, AND WELFARE
Mr. Fullerton. Thank you. Mr. Chairm an and members of the 

subcommittee: My name is Wiliam Fuller ton and I am the Deputy 
Administrato r of the Health Care Financing  Administra tion, orga­
nized earlie r this year to bring together in one unit the Medicare 
and Medicaid programs and thei r supporting quality and standards 
functions. I am pleased to have the opportunity to appear  before 
you today to discuss the provisions of H.R. 3871, and H.R. 6745. 
These bills would remove the cur ren t ceilings on Federal matching 
funds and change the matching rate  for medical services provided 
under the Medicaid programs of the Commonwealth of Puerto  Rico 
and the Territories of the Virgin Islands and Guam, and make 
oth er chan ges in the public ass istanc e prog rams in these 
jurisdictions.

The unique status of the Commonweath and these territories  has 
been well established over the  years and is reflected in a number of 
special relationships with the Federal Government.

As was brought out this morning, these jurisdic tions are exempt 
from all Federal income taxes, permitting  them to tax individuals 
and corporations solely to support locally-determined priorities; 
they are exempt from the limitations on Federal financial participa­
tion imposed upon State Medicaid programs regarding payments for 
the medically needy; they are exempt from the requirement  tha t 
Medicaid recipients be given freedom of choice of qualified medical 
providers; they have a specific dollar ceiling on Federal Medicaid
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funding; and they differ significantly in the way in which their 
Medicaid funds are spent. In effect, Medicaid represents a gran t 
program to the ir public health departmen ts rather  than vendor 
payments to private  providers.

The bills under  consideration would increase the ceiling dollar 
amounts  established by law in 1972 and increase the Federal 
matching rate  from 50 percent to the  amount computed under the 
formula applicable to States.

We are sympathetic to the need for increased funding for health 
services in Puerto Rico, the Virgin Islands and Guam. The dollar 
limits have not changed since 1972, and we are acutely aware of the 
increase in dollars, in real terms, that would be necessary to fund 
the same level of services in 1979. Also, per capita Federal contribu­
tions in Puerto  Rico are  less than  one-fifth of those to the 50 States. 
We believe, however, t hat  the measures  set out in the bills we are 
discussing today are not the best approach to the special problems 
faced by the Commonwealth and the territories.  We are particu­
larly concerned tha t these jurisdic tions continue  to have flexibility 
in the spending of health funds, and for this reason we do not 
believe they should be treated in the  same way as the 50 States.

For example, we do not propose that Puerto Rico have the 
federally-imposed income restric tions for Medicaid recipients which 
apply to the States  and we would not wish to disrupt completely its 
current system of heal th care delivery by giving recipients freedom 
of choice of providers.

I would like to take  a moment here to take  note of a program in 
Puerto Rico tha t is of vita l interest today. The Commonwealth has 
invested heavily in maternal and child heal th care and the results  
have been very encouraging. The Departmen t believes that this 
type of preventive health  care is one of the most important ele­
ments in a total health system, and tomorrow the Secretary will be 
discussing with you the new Departmen tal initiat ive in this area, 
the Child Hea lth Assessment Program (CHAP). Puerto  Rico is to be 
specially commended for its continuing recognition of the value 
which accrues from an investment in mate rnal and child health in 
terms of the life-long health status of individuals.

As you know, at President Carter ’s request, Commerce Secre tary 
Kreps is directing an interagency study to asess the present and 
potential impact of Federal programs on the economy of Puerto 
Rico. We antic ipate tha t the s tudy will provide informat ion which is 
relevant  not only to Puerto Rico but also to the territories,  and tha t 
it will provide a base upon which sound solutions can be developed 
to the problems of these jurisdictions.

Under the budget cycle, we are now in the process of preparing 
fiscal year 1979 recommendations. It seems quite likely a t this point 
tha t we will be recommending to the  President some changes in the 
existing provisions which will be favorable to Puerto Rico and the 
territo ries. I feel quite confident tha t the changes we will recom­
mend will help achieve the objectives of th e bills now before you.

Mr. Chairman, this concludes my prepared remarks. I will be 
pleased to answer any questions you or members of the subcommit­
tee may have.

Mr. Rogers. Thank you.
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Now you indicate tha t the Department will be making budget 
recommendations to deal with the fiscal problem of the Common­
wealth of Puerto Rico and Guam and the Virgin Islands?

Mr. Fullerton. Yes, sir.
Mr. Rogers. What are some of the alternat ives  tha t are being 

thought about?
Mr. F ullerton. The major alternative tha t is before the Depart ­

ment now, and they are getting close to making a final recommen­
dation, is one which would double the  maximum allowed for Puerto 
Rico from $30 million to $60 million and keep th at figure up-to-date 
with some kind of index of increases in health care costs. The same 
thing would be true of the Virgin Islands. The s ituation with Guam 
is a little different. They are not able to spend the Federal money 
now furnished them. We would not have a recommendation on 
Guam at this point.

Mr. Rogers. They cannot spend the money or they cannot match 
it?

Mr. Fullerton. They cannot match it. They cannot come up with 
ano ther  $900,000 to match tha t $900,000. So increas ing that 
$900,000 figure would not be of any help to them.

Mr. Rogers. Does the current amount handle  thei r problems in 
Guam?

Mr. Fullerton. I am sure the people in Guam would say no. 
Guam has been hit with a lot of problems in recent times, from 
storms in the Pacific to economic consequences flowing out of our 
recession a couple of years ago. I am sure they would say they are 
in dire stra its economically with respect to their health  care 
system.

Mr. Rogers. I wondered about the heal th delivery system there. 
Is it sufficient or not?

Mr. Fullerton. That would be a judgmental thing. It is a Govern­
ment program largely.

Mr. Rogers. What does HEW think or would you like to give us a 
comment on tha t for the record?

Mr. Fullerton. I would like to give you a comment for the 
record. We have some information about the hospital situation , but 
really to give you an assessment of the total  picture  I would like to 
provide tha t for the  record.

Mr. Rogers. I thin k it would be well to let us have something if 
we could.

Mr. Fullerton Yes, sir.
Mr. Rogers. And maybe raising the match when you double the 

ceiling?
Mr. Fullerton. Yes, sir, we will look into that.
[The following information was received for the record:]

Adequacy of the Medicaid Program in Guam

Most physicians on the  island  are  in private practice, including those affilia ted 
with a Seventh Day Adventist  Clinic, a federa lly-qualified HMO (about 20 physi­
cians), and an independent prac tice association. The re are  also a  numb er of milita ry- 
affilia ted physicians and facilities on Guam. Since the re is a lack of hea lth 
professiona ls in the  specialt ies, some off-island care  is necessary. Guam’s Medicaid 
program, however, reimburse s for such treatm ent.
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Ther e are  two hospi tals on the  island: Guam Memorial , which is government- 
owned, and the  Medical Cen ter of the  Marianas , which is owned by the  Catholic 
Diocese.

Guam Memoria l is accredi ted, after having lost its accreditation in 1975. For the  
past 6 months , it has been managed by Hyatt Medical Enterprises which is under 
contrac t to the  Guaman ian government. The terri tory ’s Medicaid program has not 
reimbursed Guam Memoria l promptly; however, the  hospit al itse lf also has not 
actively atte mpted to collect reim bursement for care  rendered. In May of 1976, the 
hospita l’s accounts receivable were reputed to tota l near ly $4 million.

Claims processing is a manual function  with  only one claims clerk to handle all 
reviews and approvals. Verification  of eligib ility and review of claims histo ry is 
inadequate,  and the re is a backlog of billed tit le XIX claims. The Medicaid program 
has also failed to bill the  Medicare program in many instances  when recip ients  have 
Medicare coverage.

The island has one sk illed nurs ing facility (SNF) of 16 beds, which is a dist inct  p art  
of Guam Memorial  Hospital . This facility, which is certified to provide care  under 
Medicare and Medicaid, is current ly operating und er a 60 day extension of its time- 
limited SNF certif ication. This extens ion was granted by the  Division of Survey 
Opera tions in the  Bureau of Health Qual ity and Standa rds  in HCFA to permit  the  
SNF to meet cer tain  hea lth and Life Safety Code Standards.

Most cases in the  SNF a re custodial. We unde rstand from our Regional Office sta ff 
that  ICF of “group homes’ could be of some benefit because  off-islanders moving to 
Guam, combined with other social changes, have affected the  “extended family” 
struct ure  und er which those  requiring  such care rem ain  at home with the  family.

The medicaid agency has not assigned sta ff to perform utilization review but has 
relied instead on the  hospit al utilization  review commit tee.

Guam has exper ienced a number of difficulties in its early and periodic screening, 
diagnosis, and tre atmen t program, p rimarily in the  ar eas  of screening  and informing. 
Ther e is no moni toring of the  informed recipien t to gua ran tee  that  he or she is 
screened. The Gua man ian government has no full-time sta ff person to implement or 
to be responsible for the  program.

Guam lacks suffic iently  trained  and qualif ied sta ff to operate its Medicaid pro­
gram. It is difficu lt to rec rui t staf f who meet the levels of techn ical and program­
matic expe rtise  required for day-to-day management of the program. The necessary 
sta ff simply is not available in Guam.

Mr. Rogers. Where they can’t match curren tly, it won’t help 
much to raise it if they are held to a 50 percent  match. What about 
the inconsistency of the  administ ration’s position where they want 
to ta lk about coverage for 700,000 children  in CHAP, which we will 
get into tomorrow, and raising the match? Puerto  Rico, as the 
Governor indicated, has about half  a million children they hope to 
cover under EPSDT. But they do not get any benefit from CHAP 
because of the  ceiling. So tha t probably ought to be looked at, too, 
had it not?

Mr. Fullerton. Yes. Let me make a couple of things clear  on 
that . Under the CHAP program ther e are proposals for increases in 
the matching rates. In the law where there a re 75-percent matching 
for cer tain kinds of administra tive expenses and 90-percent match­
ing for family planning services or putting in a new information 
retrieval system, those matching rates  do apply to Puerto Rico now.

The problem has been the limitation . Matching rates  have not 
done them any good because of the  limitation. When you have the 
increased matching rates for CHAP they will also apply to Puerto 
Rico. If you combine tha t with an increase  in the limit, I th ink  you 
can have the resources available to the Commonwealth that  they 
will be able to carry out the CHAP program.

Mr. Rogers. All right.
As I understand it, then, the Departmen t is not giving an  official 

position as yet, a solution, since it has not yet cleared the OMB?
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Mr. Fullerton. That is true of the whole Department budget for 
1979. This is part of that process. September 15th, when the 
Departmen t’s budget is submitted to the President for his approval, 
will be a key day.

Mr. Rogers. Well, I am not sure we can wait. So we may want to 
get some various ideas.

Mr. Fullerton. Yes, sir.
Mr. Rogers. Thank you so much. We appreciate your presence 

here today.
I believe tha t concludes the list of witnesses. The committee 

stands adjourned.
[Whereupon, at 12:16 p.m. the subcommittee adjourned.]
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