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FACT SHEET

Blood Supply Threatened by 

Inadequate Payments to California Blood Centers

We take our blood supply for granted.  We believe it will always be available for emergencies, surgeries and other medical treatments.  

That assumption, however, is being rapidly undermined because the majority of California’s non-profit blood centers are struggling to remain in business.  The problem is a matter of simple economics: blood centers are not paid what it actually costs to provide blood.  They are losing money at a rapid pace.  These centers – through no fault of their own – are losing millions of dollars and face possible closure.  If this happens, the blood supply will vanish.    

The problem is reaching the crisis stage and places the health and welfare of every Californian at risk.

California’s Blood Supply is in Jeopardy and Public Health is at Risk.

· The primary suppliers of California’s blood supply are non-profit blood centers that operate throughout the state.  These centers rely on insurance and governmental reimbursements to cover the cost of providing blood to patients.

· Over the last 15 years, the blood centers have been required to increase the number of screening tests on blood to ensure that it is safe from such diseases as AIDS and hepatitis.  These tests are essential AND add significant cost to safeguarding the California blood supply. 

· Yet the payment for blood services by insurance companies and governmental agencies has not kept pace with the rising cost of providing that blood.

Lack of Blood Means Danger to Public Health

· Blood centers – the primary source of safe and available blood – could soon be forced to close. 

· At best, a reduced supply of blood would mean an inconvenience for patients and doctors postponing surgery.  At worst, it could mean possible loss of life.
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California’s blood centers safeguard the blood supply while continuing to absorb the escalating costs of mandated safety requirements.

· Over the past 15 years, costs have skyrocketed and insurers have not provided sufficient reimbursement.

· In an attempt to maintain a safe and adequate blood supply, blood center administrators are forced to make up the loss in other ways – by downsizing staff and scaling back important programs, including donor recruitment.  Blood centers simply don’t have the money necessary to recruit donors.

· Most of the California blood centers are operating at a financial loss equal to millions of dollars because they are receiving inadequate reimbursement for their services. 

· The financial instability of the blood centers is already resulting in a demonstrable drop in the actual supply and availability of blood and other services.

· In fact, California experts in blood supply say that state shortages are worse than the national averages.  Studies conducted by the National Blood Data Resource Center predict that in the year 2000, Americans will donate just 11.7 million pints of blood – but that hospitals will need at least 11.9 million pints. 

The solution to the crisis is quality-sustaining reimbursement for unfunded government mandates. 

· Like any business, a non-profit blood center cannot survive and operate indefinitely if it is not able to recover its costs.

· The answer is supporting quality-sustaining reimbursement for unfunded government mandates for the survival of our blood centers and the blood supply for California patients.

· The California State Legislature understands the gravity and seriousness of this impending crisis. The Senate Health and Human Services Committee is responding with an informational hearing on December 15, 1999, to address this issue and seek solutions to this growing threat to all Californians. 
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California’s blood centers will lead the way to solve this crisis with the support of the entire health care community.

· California patient care and public safety depends on the blood supply.

· California physicians expect blood to be available upon demand for their patients.

· California hospitals rely upon blood centers to provide a continuous, readily available blood supply for the treatments they offer to their communities.

· California blood centers are committed to this partnership of saving lives.

Blood is a finite community resource and is essential in the delivery of health care.

· Blood, for saving patient lives, can only be obtained from other human beings: blood donors.

· The amount of blood available changes every minute because the human condition is changed by illness, weather, seasons, holidays, vacations, work, family, and the ability to donate.

· 65% of Americans are eligible to donate blood; only 5% choose to do so. 
Frequently Asked Questions About

California’s Blood Center Crisis

Q:
What is the crisis?

A:  California’s blood supply is in jeopardy and its public health is at risk because blood centers are unable to recover operational costs.  Lack of adequate funding for blood centers will result in their closure and a shortage in the state’s blood supply.  Lack of blood could lead to unnecessary deaths and the inability to provide proper medical treatment.

Q:
What populations are most threatened by the lack of an adequate blood supply?

A:
Cancer and surgery patients – particularly heart, transplant, and joint replacement patients – are most directly affected by the blood supply, not to mention accident victims.  In addition, a region’s blood supply becomes a major concern in the event of a natural disaster, such as an earthquake.

Q: What is the cause of this crisis?

A:
Since 1985, the cost of testing and processing blood for transfusion has risen more than 450 percent as a result of legitimate safety and necessary quality measures mandated by the government.  However, the health care delivery system has not increased reimbursement to match this dramatic increase in the cost of providing blood.  The lack of quality-sustaining reimbursement threatens the very future of blood centers and the availability of the state’s blood supply.

Q:
Are the blood centers saying that they do not want to perform the additional testing and screening because the procedures are too expensive?

A:
Absolutely not.  The need for a safe blood supply is universally acknowledged.  In fact, blood centers so strongly believe in better screening and testing methods that they have supported unfunded federal mandates for a safer blood supply by decreasing staff sizes and taking dollars away from other programs, such as donor recruitment campaigns.

Q:
What is “reimbursement?”

A:
The term “reimbursement” refers to payments for services made by insurance providers.  
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Q:
Why is reimbursement an issue in 1999 if it has been a problem since 1985?

A:
Although the problem of reimbursement has been building for a number of years, blood centers have continued to draw and test blood in order to provide blood to hospital – and they have become very efficient because of the testing they do.  As a result, blood centers have been forced to make ends meet by scaling back other programs such as donor recruitment.  The job of blood centers is to supply blood to the hospitals who need it.  Hospitals haven’t considered reimbursement as a concern because blood centers have been doing their job; sadly, blood centers are now at a breaking point.  The blood banks cannot survive and stay quiet any longer.  Nearly all of California’s blood centers are operating “in the red.”  The question is not “if,” but “when” the doors to these blood centers will close.  Blood centers should not be sacrificed for safeguarding the blood supply.

Q:
Has the reimbursement problem caused a blood shortage?

A:
The state of California does not have a self-sufficient blood supply.  The money necessary to maintain donor recruitment at the minimum emergency blood supply levels is not being provided by the health care delivery system.
Q:
Has the reimbursement problem caused loss of life?

A:
Blood centers are not aware of any loss of life attributed to the lack of blood.  However, it would be irresponsible and abhorrent for the health care community to wait until someone dies to take action. 
Q:
What would happen to the public if a blood center closed its doors?

A:
Blood is a finite human resource provided by the community.  When a community blood center closes – or even merges with another blood center – blood donors are lost, some forever.  The loss of California blood centers further jeopardizes a state that currently does NOT have enough blood for its people. 

FREQUENTLY ASKED QUESTIONS

Page 3 of 4

Q:
If this crisis is ultimately a matter of life and death, why aren’t more people concerned?

A:
The crisis to date has been invisible because no one has died.  The public has not been concerned because they have not known the seriousness of the problem.  The need for a safe blood supply has always been paramount, but the cost associated with that public need has not.  The profile for blood banking has always been the donation program – giving blood – not the high cost of providing and maintaining that supply.

Q:
Why aren’t doctors more concerned with this crisis?

A:
Most doctors are unaware of the crisis because they are not inherently involved in the hospital’s blood supply program, how blood is acquired and who pays for it.

Q:
How many blood centers belong to the Blood Centers of California?

A:
The Blood Centers of California represent 18 blood centers operating throughout the state.  Currently, those 18 blood centers do not meet the blood needs of the state and the majority of them are losing millions of dollars.

Q:
What are “mandates”?

A:
Mandates are product requirements from agencies that regulate and license blood banks.  These requirements are enacted to ensure the safety and quality of the blood supply, such as hepatitis-C and HIV testing.  The primary agencies regulating blood centers are the Food and Drug Administration and the California Department of Health Services.
Q:
What are unfunded mandates?

A:
The regulatory agencies are institutions established to focus on safety and quality of drugs and patient care.  These agencies were not established to address the issues of cost.  Consequently, mandates are enacted by these agencies without a cost recovery mechanism.
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Q:
Why don’t the blood centers simply charge a higher fee for their services?

A:
The existing reimbursement system will not tolerate higher fees.  Blood centers are expected to lower their fees in response to the managed care pressures, even if it jeopardizes their ability to maintain the blood supply.  Blood centers are losing the fight over the health care dollar.
Q:
Is the “reimbursement crisis” another attack on HMOs?

A:
Not at all.  The goal is to raise awareness among the entire health care community.  Insurers need to truly understand the magnitude of this issue.  Blood centers are reaching out to all segments of the medical community and hope that the insurers will work with the blood centers to find a mutually beneficial solution to the crisis.

What People Are Saying About

the Blood Center Reimbursement Crisis

· “The health care system cannot function without whole blood.  Blood is to health care what oil is to transportation.  When there is not enough of it, the whole system grinds to a halt.  Without an adequate supply of blood, surgeons cannot perform transplants and joint replacements, birth moms are at high risk if they need a Caesarean section, and those getting many forms of cancer treatment or treatment for severe infections risk death.”

Arthur Caplan, Ph.D., chairman, U.S. Dept. of Health & Human Services’ Advisory Committee on Blood Safety and Availability, Special to MSNBC (7/14/99)

· “We have an unfunded mandate from the public and the federal government to make blood safe.  We believe in the mandate; we always have, regardless of the cost.  The real issue is not cost – it is who is going to pay.”

 Susan Wilkinson, Ed.D., president, American Association of Blood Banks, AABB Weekly Report, 5/14/99

· “Insufficient levels of reimbursement at a time when rapid technological advances are leading to improved – but more expensive – blood products and services places the nation’s blood supply at a critical juncture.”

 Joint statement by American Association of Blood Banks, American Hospital Association, American Society of Clinical Pathologists, American Society of Hematology, and America’s Blood Centers to the U.S. Dept. of Health & Human Services’ Advisory Committee on Blood Safety and Availability (8/27/99)

· “I don’t think any blood center, us included, is going to be able to operate in the black until reimbursement goes back up.”
 Cathy Bryan, chief executive officer, Blood Bank of the Redwoods, Santa Rosa Press-Democrat (6/16/98)

· “Every regional blood center is struggling to survive. The truth is, in two or three years, there will be no independent blood centers.  Big business has come into play.”
Dr. Michael Busch, vice president for research, Blood Centers of the Pacific (6/16/98)
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· “…progress [has been] made in blood safety… [now] government and private industry must ‘work together to make the same intellectual and financial investments to ensure the availability of the blood supply.’”


“Final Commerce Committee Blood Hearing Focuses on Blood Availability Issues,” ABC Newsletter (10/22/99), from statement by Jacquelyn Frederick, chief operating officer, American Red Cross Biomedical Services, to the U. S. Commerce Committee’s Oversight and Investigations Subcommittee hearings on blood safety and availability
· “I really don’t know what the answer is’ for balancing safety vs. cost… But in the end, ‘corners cannot be cut to compromise safety.’”


“Local donors, global market,” Richmond Times-Dispatch (9/19/99), Katherine Knowles, consumer representative, Federal Drug Administration’s Blood Products Advisory Committee

· “Government mandates and public expectations concerning new safety measures should be explicitly reflected in coverage and reimbursement rates for blood products and therapies.”


Joint statement by American Association of Blood Banks, American Hospital Association, American Society of Clinical Pathologists, American Society of Hematology, and America’s Blood Centers to the U.S. Dept. of Health & Human Services’ Advisory Committee on Blood Safety and Availability (8/27/99)
· “Except for organ donations, there are few other clinical products or services that always begin with a gift, and so often end with a life in the balance.”

 Louis F. Rossiter, Ph.D., Prepared statement to the Department of Health & Human Services’ Blood and Safety Availability Committee Meeting, 8/27/99

· “If blood products and services are not adequately reimbursed… we are also in danger of eviscerating the incentive… to develop new products and technologies to enhance safety or new types of potentially life-saving transfusion therapies.”

Joint statement by American Association of Blood Banks, American Hospital Association, American Society of Clinical Pathologists, American Society of Hematology, and America’s Blood Centers to the U.S. Dept. of Health & Human Services’ Advisory Committee on Blood Safety and Availability (8/27/99)
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· “Reimbursement policies must also recognize the vital importance of research and development in the evolution of blood safety.”


From statement by Paul Ness, M.D., president-elect of the American Association of Blood Banks to the U. S. Dept. of Health & Human Services’ Advisory Committee on Blood Safety and Availability, “HHS Advisory Committee Recommends Remedy for Blood Reimbursement Under Medicare”, ABC Newsletter (9/3/99)
· “Eight million volunteers donate 14 million pints nationally to help 4 million strangers every year, without any monetary compensation.  Their blood saves lives and cures diseases as it fosters civic pride.  But now this precious gift is in the grip of managed care as cost-conscious hospitals shop for the lowest price.  Blood banks here and across the nation now fight each other for control of blood donations, sometimes filing lawsuits as they protect and enlarge their turf.”

 “Fierce competition drives changing marketplace for the  precious ‘gift of life’,” San Diego Union-Tribune, 1/18/98
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