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DANIEL GOLD, M.D.
2302 AVENUE P
GALVESTON, TX 77550

TELEPHONE (408 765-62324

‘May 4, 1995

Mr. Authur H. Dilly

Executive Secretary, Board of Regents

University of Texas Systems

Box N, University Station ‘ ' |
Austin, TX 78713-8914

Dear Mr, Diily:

Thank you for your fax letter regarding my request for a representative of the
Galveston Physicians Services Association and other Gulf Coast private physicians to
address The Board of Regents at their meeting in Galveston next week.

Our representative will speak on behalf of our group to present materials and
inform The Board of Regents about the ongoing dispute related to the establishment of
practice clinics at locations in Galveston and surrounding counties which have not been
designated as medically underserved areas by the Federal Government. Qur representative
will also present materials relevant to the practice plan funds of The University of Texas
Medical Branch and their use in this endeavor without appropriate oversight,

Sincerely,

Daniel H. Gold, MD,
President,

Galveston Physicians Services
Association
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(408) 744.3531
(5121 474.687¢6

May 5, 1995

Mr. Arthur H. Dilly, Execﬁtive Secretary
Board of Regents '
University of Texas Systems

Box N, University Station

Austin, Texas 78713-8914.

Dear Mr. Dllly _
’

Thanks for the opportunlty to speak w1th you thls
morning and discuss the request for appearance by the
Galveston Phy51c1ans Services Association at the Board of
Regents meeting in Galveston next week. The only purpose
of my call to Bernard and then to you was to support my
clients' request for an opportunity to appear and express
their concerns directly to the Board of Regents. I do
not believe their position and the controversial nature
of their philosophical differences with existing
university policies can be adequately presented by anyone
except the physicians concerned.

Many of the area doctors who belong to the
Physicians Services Association are UTMB graduates and
all are supporters of the University of Texas and the
University of Texas Medical Branch. They simply want the
Board to appreciate the crisis nature of their concerns
and make recommendations concerning possible solutions.

oA

R. Schwartz

ce: _Dr..Daniel H. Gold
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M. REZA JAMADI M.D. PA.
COLON AND RECTAL SURGERY

'February 8 1895 o | 2202 AVENUE L
e GALVESTON. TEXAS 77850 e : -
T el s _— 3 IO st
Bemard Rapoport TRLEPHONE (408! 732 T SRR

Chairman of the Board of Regents
The University of Texas System
P. O. Box 2608 '

Waco, Texas 76797

Dear Mr. Rapoport:

As President of the Galveston County Medical Society in the late 1980's I was very much involved
in the conflict between UTMB a.nd the county private physicians. With everyone working together,
it gave me great pleasure to be a part of the resolution of that conflict. My understanding from
UTMB leadership then was that they would stop unfair competition with the private practitioners
and try to work with this group in the future.

During recent developrnents thls conﬂlct has not only been recreated but expanded by UTMB in
spite of TMA opposition and a recent. TMA moratorium. Negotiations have again been initiated but
seem to be getting us nowhere. We are beginning to feel that we are left with no other options but
to pursue legislative help.

At a time when government is being cut back all over this country and Texas is hard pressed
financially, UTMB is requestmg additional funds to open and operate seven new clinics within the
county. These clinics are state of the art medical settmgs and UTMB is hiring physmxans for these
clinics on terms that cannot be afforded by the private sector. These terms include above average
base salary and incentives, very generous benefits, pension contributions and travel budgets. In
several cases, the University has paid cash for physician's offices and other assets, spent large sums
on remodeling them and allowed the doctor to practice "on salary" with no obligation for rents,
employees, etc. that all private sector doctors must face. These physicians who are entering into
competition with the private sector are, in effect, being funded by the private sector tax base.

The private practitioners in Galveston County respect the University and the physicians who are
employed by the state. It is not our intent to do anything to hurt the University, financially or
otherwise. However, if we feel there is no alternative and we must seek legislative action, the
possibility must be faced that not only UTMB but the whole UT system may be hurt and the
legislature could exercise its fiduciary responsibility by mqulnng into the operation and

expenditures of the University MSRDP fund.

I urge you and your Board to give this matter your utmost priority Help us find a way to stop the
aggressive use of state money from destroying private practices in Galveston county. As always,
I am willing to work with UTMB toward this goal.

Smcerely,

M Rezafahadt MD ® g__}?_lﬁg’ifat@ “ DA ? j;:g
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M. REZA JAHADI MD PA.
COwoN AHD chwu. SURGERY

. T
TELEFHONE (409) 782-86638

February 14, 1995

Tom Loeffler

Board of Regents

7710 Jones Maltsberger, #540
San Antomo Texas 78216-6950

Dear Mr Loefﬂer
Enclosed I am sendmg you a copy of my letter to Bemard Rapoport, Chairman of the Board of
Regents. The purpose of my letter to you is to voice my concern that if no alternate solution is

realized and we must seek legislative action to resolve this conflict, the possibility occurs that not
only UTMB but the whole UT System may be hurt

Thls is deﬁmtcly not my mtentmn and I prefer to seek a solutlon that will allow UTMB and the
private practmoners m Galveston county to work ‘together.

Your assistance in helping promote a resolution of this conflict will be greatly appreciated.

Sincerely,

M. Reza Jahadi, M.D.
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BOARD OF REGENTS
of
THE UNIVERSITY OF TEXAS SYSTEM

201 W, 7th Street Ausnn. Texas 78701

Bernard Rapoport, Chairman | February 1 5 ; 1995

Post Office Box 2608
Waco, Texas 76797
(817) 751-8601

_ Df,'M. Reza Jahadi:
2202 Avenue L L
Galveston, TX 77550

. . .thank you for your letter, Dr. Jahadi. I know that
your point of view will receive con51deratlon. We are always
aware of the need to hear the various points of view on any
situation whlch will require action.

I just want to reassure you that your position will receive
con51deratlon. :

Sincerely yours, .

ocport

BR/pn

RN
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ZA J4 MD.PA.
COLON ANC. RECTAL SURGENY

mm-uo&: {409 Te2.4838
February 20, 1995

Ellen Clarke Temple
Vice-Chairman, Board of Regents
5030 Champions Drive

Suite 100

~Lufkin, Texas 75901

Dear Ms. Temple:

Thank you for your telephone call and the opportunity to discuas some of your
concerns raised in my letter of February 1%, 1995. The involvement of you and
the other members of the Board is most appreciated by myself and the private
practitioners in Galveston county.

Again, I want to agsure you that I have the utmost respect for UTMB, its physi-
cians and the committment it givee to 3alveston county. Since the resolution
of this confliet back in the 1980's, all the physicians of Galveston county
have been able to work together to provide quality patient care.

During our discussion there were two iasues you brought forward which I believe
need more explanation. TYou spoke of & legislative mandata. There is no mandate
and even if one were desired, it would not be possible. Secondly, you spoke of
educating residents in the new clinmics. We all know that one of the primary
functions of a medical sechool ig education and we, the private practitioners,
sre eager to help in that respect. My colleagues in Galveston county are well
qualified, board certified physicians. A large mejority of these physicians
are also members of the UTMB clinical faculty and are more thaen happy to teach
UTMB residents. Unfortunately, these clinical faculty members are not utilized

as they should be.

Let me reiterate that it is not my intent to hurt UTMB. However, negotiations
geem to be getting us nowhers and soon we may have no other option but to gsaek
legislative help. It is moat unfortunate if by seeking legislative action
ageinst UTMB the possibility also arises that the whole UT system may be inves-
tigated. ' ' : o

Cnce again, thanks for the concern you expressed by calling. Pefhapa with the
help of individuals such as yourself we may yet see a resolution of this conflict.

Sincerely,

M. Reza Jahadi, M.D.
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BOARD OF REGENT
, : of _ ' :
THE UNIVERSITY OF TEXAS SYSTEM

201 W. Tth Street Austin, Texas 78701

Ellen C. Temple, Vice-Chairman
35030 Champions Drive

Suire 100

Lufkin, Texas 75901

(409) 639-4707

February 24, 1995

M. Reza Jahadi, M. D., P. A.
2202 Avenue L
Galveston, Texas 77550

Dear Dr. Jahadi:

I'm writing in response to your léfte_r of 'Fe"bruary 20, 1995.
Although we disagree on the impo.rtanbe of tfa_ining more
primary care physicians and on the best way to do that, I trust that

we do agree that The University of Texas Medical Branch at
Galveston is one of the finest medical centers in the country and that
it is worthy of your thoughtful support, as well as mine.

Yours truly, o

Ellen Temple 2

xc¢ Dr. Thomas P. James
Mr. Arthur Dilly
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M. REZA JAHADI M.D. PA,
COLON AND RECTAL SURGERY.

March 27, 1995 o ‘ | 2202, AVENUE L
L GALVESTON, TEXAS 77550

mzrnoug (4091 762—6638 .

Charles Mulhns MD ‘
Executwe Vice Chancellor

for Health Affairs ;
The Umversuy of Texas System
601 Colorado Street
Austin, Texas 78701-2982

Dear Doctor Mulhns ‘

Thank you for tak:mg the time 0 wme such a lengthv reply to my letter of February 8 1995 1 know
you must be as disillusioned as I that even though this conflict was resolved in the late '80s it has
again raised its ugly head. For yearst the understandmg that UTMB would cease unfair competition
with private practitioners has provided a fair playing field for all physicians in Galveston County.
Unfortunately, it appears the battle d1d not cease with the truce but rages on these many years later.

In your letter : are several points that need addressing. You may recall, Dr. Mullins, that the same
arguments you are using today have been used before in the TMA House of Delegates when we
debated this issue on two different occasions. In both instances you could not convince the majority
of physicians in Texas to behcve your story and both times the House of Delegates approved a
resolution to stop UTMB's aggressive policy. I was hopmg these two instances taught us that
physicians in Texas feel government should not monopolize the field of private medical practice

within the state. .

You say the Texas I.chslamre has indicated that the University must assume greater financial
respon51b111ty for its future and "pay its own way" through the development of additional local
income. Can you show me where the Legislature has mandated that UTMB physicians/clinics enter
competition with local private practltzoners and their offices as a means of fulﬁllmg this
responsibility? _

Yes, medzcme ha.s become more compentwe a.nd as the ma.rketplace mundates mth new physwlans
and guarantor billing pohcws are changing we all feel the effect. However, we, in the private sector,
are perhaps at the greatest whim of this change since there is a direct correlatlon between
numbers/types of patients seen and income generated. UTMB physwlans as pald staff, do not
individually feel the results from heajth care restructuring with such a negative impact.

Your argument that touches on the shortage of pnmary care phys:clans in our area is difficult to
understand. I must say I don't believe there is a shortage of primary care physicians in the South
Shore or Friendswood area of the county. In fact, these two communities probably. have more
physicians with higher incomes than most in the state. The only area I know that distinctly reflects
a shortage of physicians is Bolivar and I don't see a rush to start clinics in that community.

AN
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My suggestion that physicians in the community could participate in the education of medical
students and residents is, I believe, still an option. As clinical faculty we can meet the standards
for certification set by the national residency training review guidelines and UTMB would be the
winner by adding teaching physicians at no extra costs. By allowing some teaching to be done in
qualified private clinic settings, a realistic environment would be generated reflecting true "managed
care”. UTMB clinics provide unrealistic expectations of private practice by displaying 2 blatant
disregard for financial solvency as total expenses, including salaries, bonuses, equipment and
buildings far exceed income.  And just as UTMB physicians, we private practitioners are "Board
Certified". - ' ' :

Your idea that UTMB has not used general revenue funds to develop medical clinics is debatable.
We know and understand that MSRDP funds consist of revenue generated from the medical
practices of physicians at the University. But, as these physicians are generating MSRDP income,
it is my tax dotlar paying their salaries and the cost of operating their clinics. Perhaps not "straight
as the bird flies” but indirectly, clinics supported by MSRDP monies are funded by the private
sector tax base. 1f there is good to be recognized from any of this, it is that MSRDP funds are now
going back into the practice of medicine and not for car leases, departmental parties, dependent

and retention of sought after physicians.

could do that while on a guaranteed salary with no obligation for rents, employees, etc. plus a
generous benefit package and then take the patient generated income to use for updating my facility,

and this resulls in unfair competition situations for the community physicians.

You say that UTMB has charted a course for medical education that should provide the State of
Texas with 2 continuing stream of well trained primary care physicians. My question is that if this
course runs over the private practitioner of today, where will these well trained prnimary care

physicians practice tomorrow?

It is with deep regret that T am again engaged in this conflict. For both of us it may be a question
of survival as we practice health care today. Irespect UTMB, its physicians, and the UT System for
the dramatic services they provide to Texans. Ialso believe there is room, for both of us to serve
distinct areas of patient care reflecting the other's strong points. However, as a part of the private
sector, ] will not give up what I consider my right as a physician and a citizen of the state of Texas.
Therefore, I again urge you and your Board to work with us as we seek again a solution that will

~allow us to work together.

Sinéerely,

M. Reza Jahadi, M.D.

scholarships, entertainment of faculty and an assortment of auxiliary benefits used for recruitment
If [, as a private practitioner, can see my patients in a state-of-the-art clinic, I am happy. But, if I

I would be ecstatic. The size of your MSRDP fund allows for this significant discretionary spending

gl iE
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THE UNIVERSITY OF TEXAS SYSTEM

601 COLORADO STREET AUSTIN, TEXAS 78701-2982

Health Affairs Office
(512). 499-4224
FAX: (512) 499-4225

March 2, 1995

M. Reza Jahadi, M.D.
2202 Avenue L=
Galveston TX778680 - -

Dear Dr Jahadr

Iam wntmg in response to your recent Ietters addressed to members of the Board of
Hegents ' :

UTMB'is an essential educator of physrcrans nurses aihed health students and research
scientists. The State budget for UTMB has remained basically "flat" over the past several
years, and UTMB does not anticipate an increase in that budget this year. The Texas

Leglslature has rndrcated in the past that the Uruversrty must assume greater financial -

respons:blhty for its future and has encouraged the UnlverStty to "pay its own way"
hrough the development of addmonal local 1noome '

While UTMB has been requrred to generate more of |ts budget from patlent revenue
health care restructuring has had a negative impact upon the finances of all physicians
and hospitais. In short, medicine has become more competitive, even for "traditional”
University patients (i.e., Medrca:d and partial pay). As capttated physucran and hospltat
rees repiaoe tradltlonal mdemmry msurance that competltlon is Irkely to mtensny

All of this means that the State s medrcai schools and hospitals, Wthh have tradttronaily
served the medically underserved and under-insured, have provided specialty medical
services for the State’s population while educatlng medrcal students, resrdents nurses,
alied health students, will be adversely {mpacted as patient resources. cntncal for
education and patient care are redistributed in the marketplace. In order to assure both
financial viability and patient bases, which are vital to the ability to continue training the
state’s new physicians, medical schools throughout America have developed strategies
to secure a primary care patient base in their areas and have developed referral networks
and alliances with managed care companies for primary care and specialty services.
Failure to maintain our patient bases could result in a depletion of those patient
populations at medical schools necessary for medical education, and could also

Eh 'Y

TR Y iR e

ilg




& Bk i 3 B B E B B EEEEAEEREEESEES

M. Reza Jahadu M.D.

‘March 2, 1 995

Page 2

_adversely impact thé sc'hools and hospitals financially

In response to the questton of existing communlty physicians participating in the

education of medical students and residents, we have found that there are not enough
willing local physucxans w:th the requns:te resources to accommodate the teachmg
demand. Galveston County ‘has an absolute shortage of primary care physicians.
Studies have been done over the past eighteen months that demonstrate a shortage of
66 phys:olans in internal medtcme pediatrics and family practlce In the greater UTMB
service area, that shortage |s placed at over 400 These state-of-the art clinics are a key
to prov1d1ng med:ca! students and resndents a model for practlcmg in a managed care
envsronment ' : _

In addltlon |n order for a resndency program to be accredited for physaman tranntng,
UTMB fullttme facu[ty member must be present in the faczhty and that facuity. must meet
standards for certifi ication set by nattonal res;dency training review gutdellnes Local
phystcaans may "volunteer" to supervise students, but faculty members must supervise
the training of resident physicians. These standards also require that physicians be
"Board Certlf ed" in order to supervise residents.

 Let me assure you that UTMB has not used general revenue funds (tax dollars) to

develop any medical clinics. Rather, funds used for clinic. development have come from
the Medical School Research and Development Fund (MSRDP) which consists of revenue
generated from the medical practices of physicians at the University. That money has
been traditionally used to help fund faculty salaries, trainee stipends, research, charity
care, and other related activities.

The medical school has followed all TMA practice guideiines in its relationships with
physicians; UTMB does not purchase physicians -- UTMB does not "buy” accounts
receivable, "goodwill", or other intangible assets. Utilizing MSRDP funds, UTMB has lease-
purchased several clinic facilities and equipment -- all of which are used for the education
of students and resident physicians in community-based programs designed to
encourage young physicians to choose primary care medicine as their vocation.
Expansion of community-based primary care tramlng has been placed hlgh on the pnonty
list for medlcal schools by our State Ieadersh:p =

I beheve that it ;s w1se oounsel that has led our State s schools, to utmze resources wnthin
their own systems to address the financial difficuities they face in todays healthcare
delivery system. Although its opponents note that UTMB receives monies for tndlgent
care, they fail to point out that UTMB received approx:mately $60 million to provide
indigent care AND that UTMB provided over $180 million in such care to the State’s
citizens! That is certainly a good return on investment and is directly attributable to

saa
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M. Reza Jahadi, M.D.

March 2, 1995
Page 3

. superb management of resources.

lAlthough some physxcxans would ke for things to be different, medicine {and its

economics) have changed dramat:cally in the past 5 years. Primary care physicians

(internists, family physicians and pediatricians) are in great demand because they often -

provide less expensive medrcal care than do specialists. As health care changes, our
universities must be teaders |n change and train more pnmary care physrcrans

UTMB has charted a course for medlcal educatlon that should provide the State of Texas
with a continuing stream of weil trained primary care physicians. Texans will be better
off because of UTMB s abrhty to address the health care needs of tornorrow today

The Texas Medlcai Assocuataon (TMA) Board of Trustees addressed these "town-gown :
economic issues in their most recent meeting on February 23, 1995. They have

developed a vehicle for negotiating the issues raised in your Ietter They have appo:nted
a committee. composed of two members of the communnty physrc:ans two members of
UTMB and two members of the TMA Board of Trustees. | am sure a resolution will be
forthcoming and | would suggest that you make your concerns known through this

committee.

My warmest rega'rds, |
arles B. Mullins,%M.D.

Executive Vice Chancellor
for Health Affairs

xc:  Members of the Board of Regents
Chancellor Cunningham '
Mr. Arthur H. Dilly, Executive Secretary to the Board of Regents
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The Capitol Prosident, Texas Senate L8O .4+ L0373
Aastin, Texas 7871 1.2068

(512) 463-0001 ' April 26, 1995 . (b1 AT-A7

Edward E. Louis, M.D.
2602 Termini -
Dickinson, Texas 77539

Deer Dr. Louis:

Thank you for your second letter regarding the University of Texas Medical Branch at
Galveston, I appreciate your continuing to bring your questions to my attention, '
While I realize that the problems with UTMB are not a local issue I must reiterate that
it would be inappropriate for me to be involved in the decisions of a state university,

I will attempt to dnswer some of your questions regarding UTMB’s bid to purchase
the Galveston County Memorial Hospital. Before they could have purchased the
hospital the UT Board of Regents and the Texas Higher Education Coordinating Board
would have had to approve it. The MSRDP fund that you referred to is an ©
institutional trust fund and would not have been used to purchase the hospital but

. could have been used as a guarantee for the revenue bonds which would have been
issued to purchase the hospital. In addition, those funds would have had to have been
approved by the Board of Directors of MSRDP before they were expended. Lastly, all

institutional funds are audited by UTMB and UT System internal auditors, those audits
are then reviewed by the State Auditor.

Also, I understand from Dr. Alan Baum, Chairman of the Board of Trustees of the

Texas Medical Association, that the Association is committed to working with UTMB

to resolve these matters.  Good faith discussions are making progress toward a
solution, ' ‘

I have enclosed a copy of a letter that the TMA sent to Senator Jerry Patterson,
Representative Patricia Gray and Representative Craig Eiland.  In addition, I am
sending a copy of your most recent letter to Dr. Willlam Cunningham,

Thank you again.

7.

ieytenant Governor
BB:kjp

cc: William H. Cunningham, Ph.D., Chancellor, The University of Texas System
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Agsil 14, 1998

We wact to repost to you our affbrs to madists the jong standing conflict berween Galvagten
ares physisisns in private practice ad The University of Texas Madical Branch. Asyousre

Mamhmmcmmmmmdﬂﬂmm
computition with the privats sector. However, neither cen we tolerte piasing 8 venenble
medical insriirtion st foanciel risic 1n the aew world of roaneged csre, hospiml indusgy mergers,
and deelining appropristicns, bots ase st risk — especially in your uniqus isiand evireoment.

The House of Delegntes in November 1994 delegared to the Board of Trustees the responsibiliry
for resoivieg the contfict becwean town and scedemic physicians in Galveston, In February, the
Board crenzed & Working Group on Town/Gown Issues for this purposs. Becuuss this lssue s

very importans to the House omdnmudwthﬂoudof‘fmmthesmd;hmtuputh |
leadership to work on resolving this problem.

This conflict has svolved over at laast & decads mmgmm stage, and cannotbe.

resotved ovur night. Nonetheless, we believe with cominued work, the following can be achieved:
Forming a collaborarive practice orgacization, such as an individual practice sssocistion
(IPA), to allaw joint contracting for goverument and private managed care comracts.
Limiring existing UTMB clinics to tesching services, with additional considerstion given
10 swifing to ineluds focal physicians; these clinics may be redesigned as a profit center
within the collaborative organization described sbove.

Conserring to any future clinic sites through joint discussions between lecal physicians and
UTMB prior to decision making, within the context of the collaboretive organization
desgribed abovs. .

Devsioping & joint marketing plan, within the contexs of the collaborative organization
desgribed above.

Egtablishing & formai, functional lizison berween private and academic physieians.

' ! k

Cmdemhﬂng mere private physicians as past-time clinical faculty,

Developing 8 Texas-specific cefinition of 8 medically underserved ares, involving local-
_ physician input into the designation,

TEXAS MEOIRAL ASROCIATION  :2: VRS 1ATH STREET  AUS7IN TEXAS IEI0' 40 {5 2JTRIXR PAX BIETTINS

| .
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April 14, 1998
Pags two

 Itis also our belief that simply exporing medicine’s conffict £ the Texas Logisiatirs will provide
to thig

our adverzaries (.5, the FHMD and insurance industries) with sn o eexph

division in the House of Madicing ~ to our miras! detriment. Furthee, the Legisieture iliety
would cominue to insist thet the madicsl proficssion reactve thess differences :
imecandly, Au,hny,mmhmmwmmuhmmmmmm
wmmmmwmmamdmmm C
privately insored. For the practice eavi in the Galveston ares to be rustored and

of organized medicine, a1 instructed by the House of Delegazes. }t will continue the arducus task
ofdmhph;nedhbmﬁwmdd&nmthwdm#ﬁﬁﬂmﬁ_f _
mWMmMHeummmm“phyﬁM Bmmbudmdn

| MMWammmummmmmmmmmw:

swtually beneficlal solution, W encourage you to allow the process to work. We will be sensitive
tome:bon-wmlmpmthmmsmhﬁumd;uhwmmpnedwbmﬁmlyhﬁmm
long-term bepefits of a collabotative sobiioa will more than offtet those copoerns,

Chairman, Board of Trustsss

b ¥ Q%dw wy,

Betty P. Stephenson, MD
Prusident




Board of Trustees’ Working Group of Town/Gown Issues
May 2, 1995 '
Minority Report
from the
Town Delegation

The memboers of t‘hé.‘_To'\{m Delcgation have been Drs. Beverly Lewis, Edward Louis, I°. M,
Zaunbrecher, and Leo Castiglioni. '

This report, to be considered the “minority report”, is respectfully offered as an expression of the
concern by the private practice contingency of the Board of Trustees Town/Gown Working Group
that the tonc of the official summaries is that the conflict is nearing resolution. We arc submitting this
report as our impression of the progress of the Group, as it differs from the impression given by the
summary reports being prepared by the TMA administration. We ask that you take the time necessary
to rcad through this rather lengthy docdment. We could not make it shorter and do justice to the
problem at hand. We want to emphasize that the existence of this document is not an implication that
great efforts have not been made by the TMA to resolve this conflict, or diminish in any way the
expense of time and cffort made by TMA officials. '

The Working Group ("Group") was created by the TMA Board of Trustees to work on the conflict as
it oxists in Galveston County. Conditions sct Torth from the beginning included: (1) Agreement from
the Town to cease all efforts to reduce the appropriations to UTMB, (2) arriving at a compromise
prior to final adoption of the state’s biennial budget, and (3) that members were to act in good faith to
tesolve the conflict through compromise before the end of the current Iogislative sessions.

As a sign of good faith the Town immediately had Senator Babc Schwartz, its lobbyist, cease efforts
to reduce the appropriations designated for UTMB clinic operations. In doing so it gave up the only
tool it had to persuade the state to cease its activitics. Al the same time meetings were being held,
Town physicians refused to sign a contract with a managed care entity until it was changed to include
UTMB. In contrast, UTMB signed an exclusive contract with Pacificare which excluded the private
doctors. Whereas the Town ceased lubbying in Austin to show good will at the beginning of the
mcetings, requests that clinic expansion and marketing ccase while the meetings took place were met
with negative response,

The Town has consistently stated that the seminal issue is the existence of the clinics. W feel that this
is the primary issue, and that if it were not for the clinics, we would have no conflict. Without an
agreement that the clinics will be closed, all other issucs arc subject to discussion. The moderators of
the Working Group have consistently discouraged putting the issue of closing of the clinics on the
table, and the summary of thc meetings have consistently de-emphasized the impact of this on the
Town. The TMA Icadership has acceptet that the clinics, present and futurc, arc here to stay. The
Board’s statements imply acceptance that the present clinics will stay and that mofre will come. The
TMA emphasized that there are enemies of medicine who would capitalize on the current conflict.
The Town agrees. The conflict would disappear if the clinics closed. The private sector did not
create the conflict by incursions into the domain to the State, rather the reverse is true. TMA policies
about how to decide where and when clinics should be opened are already in place, The moderators
have consistently discouraged bringing to the table our concern ubout their failure to enforce cxisting
TMA policies. TMA's solution is to have the private doctors become a part of the clinics, which’
ignores the need to close the clinics, and the fact that the private doctors are already paying rent in

their own offices and don’t need other offices.

Currently the following clinics exist (Galveston Daily News, March 12, 1995) and more are in the
development phase:

Galveston Family Health Associates, Galveston
Pediatric Associates, Galveston

Pediatric Associates, Alvin

Dickinson Family Physicians

Columbia Clinic

Friendswood Family Health Care Center




Family Medicine, Texas City
Internal Medicine, Texas City
Richardson Clinic, Galveston
Pediatric Associates, Texas City
Reeves Clinic, Texas City
Doctors being placed in these clinics we primary care, specialists and subspecialists (ic Pulmonary
and Rheumatology). S .
ics Lo teach primary care because thare arc not
However, the University has been actively hiring
and through their actlvities have, madg It difficult to
altract primary care doctors to the area. The Gown has documented conclusivelg that the actual reason
for the capaision is (inanclal dutess, The University has addressed the issue 0 medically
underserved areas by declaring that they do not recognize the federat designation and wil wurk 0
change it to suit their neods. UTMB has publicly declared n publications and interviews that the
target of their endeavors is private puy and inyured paticnts. Consider the following: N

The UniverSity states tliat they st have the clis
cnough primary care doctors in private practice.
rivate primary care doctors Trom (e contmuity

o  °“Ur. Arens provided a report on the Clinical Chalrs Retreat held on July 21, 1994, It was
stressed that UTMB needed to agqressively pursue outceach fucilities to help increase the
patient-base... Health care refort wil1 require a patlent-base of at least 500,000,* (Executlve.

conuittes of the Paculty of Hedicine, Minutes; Aug ¢, 15%.)

o *Q. Why are these clinics necessary to UTHB? A. UTHB will do whatever is necessary in order to
protect its patient base, incone flow and overall econoaic viabillty," (b, Ben Ralmer, Hedlcal

Director Privary care Outpatient Clinics, UTHB IHPACT, hug 8, 1954).

¢ "As for UTHB, 500,000 covered patients is actually a lov ead figure, Pederson said, UTHB could

need up to 2 alllion covered Jives to remain viable at its current level... Galveston County,

with 225,000 residents, could provide just a fraction of that patient base.* (E.J.Pedecson, UTHD
Executive V.., The Galveston County bally News, Pebruary 6, 19%5).

o  "Faaily RealthCare Centers, developed by The University of Texas ‘Wedical Branch al Galveston,
vith Galveston and the Gulf

n a5 a solution to & need for high quality health care, beginning
Coast area and reaching throughout Texas wherever the need should require.” (Advertisesent, The

galveston County Datly News, Warch 7, 1935).

TMA policy has stated for & long time that this activity was not to 0ccur. The State and UTMB
ignored that in the past, and we Teel it will ignore it in the future.

We have tried to represent our constituents, but have bad te handicap of representing hundreds of

iatl businesses instead of one homogencous group. Repeated reyquosts by Towi (o have the TMA
ests were counterproductive and

enforce the exising policies were met with suggestions that such requ
obstructive o effurts o find dicus upon which to collaborate. The TMA also suggested that current
policies should be changed. Town suggested that this be done by the membership rather than by the

administration. It was stressed by Town that as recent as Febroary the Council on Socigeconcinics
“Town* meeling which

had endorsed the exlsting policy, Dr. Stephenson was invited to atend the
included approximately 80 phystcians from at Jeast 3 countics. She met with a very distraught and-
distressed group who are fighling for the sutvival of their way of lifc, without legut recourse (as
lobbying had becn stopped), while the percclved that the TMA administration was sot allowing the
_most impurtant issues, the closing of the clinics and the enforcement of the TMA policies, to be
brought to the table. Dr. Stephenson was In the prescnce of her constituents and exporieuoed the
intensity of their distress, T he atienders of this meeting char el the Town members of the Group (o
E‘reesent the 'I'MA administration with 2 resolution that the clinics be closed and that the TMA pulicics

enforced,
The rosulutiun was taken 1o the Board of Trustees teleghone conference, where it was rcjocted by the
Board of Trustees (except for 3 voting in favor). The Board stated that the desire for tic TMA W seck
jegistative relicf for the Town was *unachicvable”, :

T..I..ll.l.‘l.l-.-l.l
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The conflict is between the State and Private Enterprise, not between colleagues. We have no conflict
with our peers and colleagues at UTMB. The simple principle is that public money should not be used
to threaten private enterprise. The impression has been given that this is a local problem among
doctors. In fact, we share the problem with all arcas of Texas, as well as our colleagues in other
health related fields. Threatencd businesses at this time also include hospitals, pharmacies, durable
equipment providers, home health providers and their vendors. ‘The threat comes from well -
organized, skilled, highly motivated, heavily financed individuals who have been planning this for
years.. | S R :

These comments are verified in the summaries of the mectings we have had and public documents,
and copics arc availablc on request. ' . ' - -




UTMB eyes
deal to care

By DAVE YEWMAN
The Daily News

The University of Texas Med-
ical Branch is trying to snare a
Medicaid contract that could
make it responsible for the
health care of more than 300,000
Texans in 47 counties.

Rapid changes in the eco-
nomics of the health care indus-
try have forced medical insti-
tutions to increase their patient
bases to remain competitive.

COUNTY -

n i . .

“In order to maintain our
patient base in'a (health-main-
tenance organization) system,
we need 500,000 covered lives,”
said E.J. Pederson, UTMB’s
executive vice president. “If you
don't do that, you start cutting
off or closing.”

What that means for the
county’s largest employer is
unclear, But what is clear is
that UTMB will face fierce com-
petition from for-profit hospital
chains and other teaching hos-
pitals for patients.

The Medicaid contract is
viewed as a crucial'tbst case for
UTMB.

The government, like many
private companies, is moving
toward health maintenance
organizations, or HMOs, as a
cheaper, more efficient way of
providing health care.

HMOs steer those covered to
a particular group of doctors
and hospitals that contract with
the organization to provide care.

That contractual arrange-
ment allows the organizations
to keep tight rein on costs. .

Estimates indicate the num-
ber of people covered by HMOs
grew 900 percent between 1982

and 1992.

“That’s what you call a mega-
trend, and it’s growing much
faster now,” said Dr. George
Lundberg, editor of the Jour-
‘nal of the American Medical
Association. - :
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gram has been operating in
Galveston, Jefferson and Cham-
bers counties since Dec. 1. 1993.

The program, cailed the Star

Health Plan, covers 34,000 Med- -
icaid-eligible people, mostly ~

those who receive welfare pay-

ments, also called Aid to Fami- -

lies with Dependent Children.
The Star Health Plan focuses
on preventive care, better access
and lower costs, said Stacey
Hull, an operations manager in
the Bureau of Managed Care at
the state department of health

" in Austin.

Health care giants are vying
to become players in the Med-

icaid-HMO game because of the

huge patient base that service
would make available.

Hull would not address how
soon or by how much the pilot
program would be expanded,

but those in thé heaith-care

industry say the expansion
seermns inevitable.
Nationwide, nearly 20 states

.have éppliéd for waivers from
the federal government seeking

an expansion of Medicaid man-
aged care.

As for UTMB, 500,000 cov-
ered patients is actually a low-
end figure, Pederson said.
UTMB could need up to 2 mil-
lion covered lives to remain
viable at its current level.

Galveston. County, with
295,000 residents, could provide
just a fraction of that patient
base. o

HMOs typically focus more
on prevention and outpatient
visits.

Officials said it would take a
sizable patient base to fill the
900-plus hospital beds on the
UTMB campus.

During the current legisiative

" gession, Pederson is lobbying

for UTMB in Austin.

However, applying for a waiv-
er from the federal government
to expand the current Star
Health Plan won't require leg-
islative action, but action by
state Medicaid autho