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- “The following sources were approached with correspondence ‘measurmg
approximately 3 inches in thickness:

Small Business Administration Ibert and Mary Lasker F(mndation
Ford Foundation - Howard Heinz Endowment

Olin: Foundation 'Orazi Investment Co., Sacramento,
Avalon Foundation : Calif. ‘
Commonweéatth Fund The 65 Security Plan, New York
Rockefeller Brothers Fund ’ university to take on & research proj-
Maurice and Laura Falk FPoundation ' eet on finaneing group plans

W. K. Kellogg Foundation Varlous insurance eompanries

Field Fouridation, Inc. - : Tnsurance agenciey

Donner Foundation ‘ ‘ Mortgage comparnies |

The Rockefeller Fund . Banks |

Milbank Memborial Fund , " Real estate companies

The Buht Foundsation ! ' ‘

“Even ip the case of Nationwide. I they first turned down the loan
and subsequently accepted and approved if. |

“We-hope: that this: brief  report shows the great expenditure of time and
energy necessary to get financing. Re ber that finaneiers- we |approached
were dealing with an ecomemically s ul group practice with demomtrated
earning péwer and obvious potential. |

“In my own few yéars of business eprnemoe including hospital admmlstm-
tion, I have net encountered such a du&mointmg reaction as .our own situation
Jhere portrayesd.”:

Another nonprofit community-sponsered medical group practlce located in
eastern Ohio, which I algo know well, hag this to say:

“Qur experience has -been. that nonprefit, group practice pmgrams cannot
wormaily borrow from commercial sources. -

“We learned then, that - commercial jnls and insurance compame@ are not
interested in imvesting in programs lik¢ ours. The reason, we were told, is
that a :group practice clinic building ig:such-a narrewly . circumscribed, one-
purpose building, that in the event we wete to default, and the bank or insurance
company had to take over. the pro; p-it would be exceedmgly difficult to
find another user. The alleged danger the commercial lender is enhanced by
two additional factors: (1) We are & noxiprofit organization. Although at that
time (1957-58), the foundation had not ‘yet officially been incorporated, our
program was owned and operated:on- & ‘“trust” basis by the medical group.
Nevertheless, we were considered to be working within a nonprofit framework.
(The foundation was actually incarporated in October 1958.) Apparently, com-
mercial banks and  insurance compaméa ‘frequently consider nomprofit orga-
nizations not to be particularly good rigks for investments,. (2) We operate in
a small town, semirural area. The Hatrisville Clinic is in a completely rural
area, leich in ‘the eyes of the lenderd, made the one-purpose nature of the
building | even. more dangerous from tHe point of view of mvestment This
was true even though we showed thatjthe clinic is within reach of 15,000 to
20,000 péople living in the country and ih towns of 500 to 3,000, Wlthm a radius
of about 10 miles.

“In 1961 and 1962 we aeccumulated Jome reserves in our bu:ddmg fund. It
was-our understandmg at that time that we would probably have have about
one-third in cash of the planned construction and equipment cost of any facility,
in order to borrow the rest from a commercial institution.  The only realistic
source was again the Nationwide Insurahce Co., but even here some question
-existed, because for our $45,000 mortgage for the Harrigville Clinic we were
required to have our physiclans personglly sign the note. The doctors involved
were reluctant enough to 'sign a $45, note. One could hardlv expect them
to sign 4 niote of the size we would be chnsidering in building a central clinic in
Bellaire; namely, something in the rangp of $500,000 to $800,000.” |

Group ptactice has a record of gregt accomplishment in providing compre-
hensive health services of high quality #f a reasonable cost, in part by reducing
tremendously the need for expensive hoépltal days.

Its promise cannot be fulfilled unlessithe present bottleneck on 3axr1ta1 invest-
ment i$'removed. The present proposal-is a modest one. It is, if anything, too
limited, not too ambitious. Since it dosts perhaps $200,000 to start a group
health plan, maiching grant moneys :for nonprofit sponsored comprehensive




