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MEMORANDUM SECRETARY BENTSEN 
,. 

FROM: s~aff working on health ref6rm~ IMemo regarding 
outsourcl.nq and subsidies by Eric Toder; [Pay-go rules changes by 
Alan Cohen and Marina Weiss; cover memo and update on 
miscellaneous issues by Marina weiss.' . 

,SUBJECT: Health Reform 	 , 

ACTION FORCING EVENT: Stat~s report on leveral health reform 
issues of interest to Treasury. 

I 
BACKGROUND/ANALYSIS: Attached are 4 memoranda intended to 
provide you with backround information dn a number of health 
reform issues. The items are as follow~: 

I 
1. 	 A description of work underway in Tax Policy on modifications 

to thE~ subsidy provisions of the He(Ht~ security Act as 
submi1:ted to Congress. In additionito the review of 
alten1ative ways to structure the subsidies, the memo 
outlines the state-of-play with regard to the difficult issue 
of ou'tsourcing and ~ts impact on the estimates of the cost of 
the 	s'Ll.bsidies. ' 

2. 	 Staff .is deeply concerned about thei erosion of funding for 
the plan. Using material developed! by the Office of Tax 
~alysis plus information from CSOand the Ways and Means 
Subcommittee staff, we have develop'ed a "scorecard" of what 
we be:l ieve to be a rough approximation of the current deficit 
in fi.nancing. That deficit is attributable to several 
factclrs, the most significant of which are listed below. 

a. CSO's re-estimate of the HealtJ security Act concludes 
that the Administration's bill would add $74,b to the deficit 
over the years 1994-2000. i. 
b. It is widely assumed by the co:tpmittees of jurisdiction 
that the level of savings from Medicare and Medicaid proposed 
by the Administration exceeds whatiMembers of congress are 
willing to support. Thusfar, only: the Ways and Means He~lth 
Subcommittee has taken action'on cuts in Medicare, reducl.ng 
the ,level of available "savings l1 by $ab in the year 2000. 
No estimate has been made of the 5 year effect of this 
less aggressive cut in the rate of; growth in Medicare 
spending. I 

c. The "premium c'ap" cost contairiment provisions of the 
Health security Act were scored by CSO as 100% effective. 

I 
I , 

http:reducl.ng
http:outsourcl.nq


Other proposals for savings, however,'
I 

may not be viewed by 
the estimators as foolproof. For ex~mple, the Ways and 
Means Subcommittee "global budgets/m~ximum payment rate ll 

limits are presumed to be only 50%e~fective. Of course, 
there are virtually no savings associated with the managed 
care provisions of the Cooper bill. I . , 

I . 

d. Finally, there is reason to beli~ve that some of the 
revenue provisions proposed by the Administration may be 
modifi1ed, phased- in more slowly or dropped altogether. 

1 

3. As you are aware/the Budget Resolution now under 
consideration in Congress would modify the year by year portion 
of the l21lY.~go rules for mandatory spendihg and revenues. This is 
good news for health reform and Alan coh~n has provided for your 
review a status report on the Congressio.nal negotiations over 
this initiative as well as an explanatiop of how the change could 
impact the health. reform bill. i 

I 
4. 	 Finally, we have included an update 'on recent developments in 

particular emphasis ionhealth reform, with the senate Democrat~' 
weekend retreat, 
estimates. 

the NFIB job-loss study,
I 

and the new Cooper b111 

, 



DEPARTMENT OF THE TREA/SURY 
. WASHINGTON 
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April 15, 1994"[ 
I. 

MEl\10RANDUM FOR SECRETARY BENTSEN 

FROM: . ERIC TODER f. (;1 "I 

DEPUTY ASSISTANT,SECREiARY (TAX ~NALYSIS) 

SUBJECT: Effects of OutSourcing on Employer Subsidies Under HSA . ,: ' . I .. ,' 	 " 
, 	 , 

SUl\lMARY -- Under the Heilth Security Act (HSAj,a firm's required contributions, for . 
the comprehen5ive benefit package would be c~pped at 7,.9 percent of its payrolL This approach 
ensures that no firm in the regional alliance would pay mqre than 7.9 percent of its payroll for 
the costs of the comprehensive benefit package. Employet subsidies will generally be provided 
only to lower-wage firms. ' ".... I ". 

At the Presidential meetings last summer, Treasury sJpported an individual wage cap over 
a firm payroll cap. During the pa'st .month, other Admi~istration officials and Hill staff have 
expressed interest in replacing the firm payroll cap. with an individual wage cap.· In large part, 
this renewed interest in individual wage subsiciie~ is based on CBO's analysis that the firm 
payroll cap may raise employer subsidy costs ~Y as much ~s 23 percent, in the long-run, because 
of the effects of outsourcing. .. j". 

On April 12, Marina Weiss and l.a.tong with represenLtives fr'om OMB and HHS, met with 
John Hilley of Senator Mitchell's staff to discuss optionslwhich will be presented at the Senate 
Democratic retreat. These options included replacing the 7.9 percent firm payroll cap with a 
12 percent individual wage cap. Senator Kennedy's Staff have also raised questions with 
Treasury staff about the effects o( an individual wage cap. , , 

. 

I 
In addition, the interagency health reform policy grbup (under the chair of Alice RivliI!) 

requested a presentation by Gillian Hunter, of the Office bf Tax Analysis, <;omparing the effects 
of a firm payroll cap and an individual wage cap. Copiek of the preliminary analysis were also 
provided to OMB staff ~ith the approval of Deputy Secretary Altman. The analysis used a 
methodology similar to CBO for predicting the impact o~ outsourcing on the costs of employer 
subsidies in the long~run. The principal fmdings are: 1" 

• 	 U sing the CBO esti maie~ of thecosts of thb comprehensive benefit package, a 7.9 
percent firm cap could be replaced with: a 10 percent individual wage cap for 
roughly the same budget costs. I' 

I 
• 	 An 8 percent individual wage cap could be combined with a reduction in the 

benefit package. For example, a scaled-fuack benefit package could be designed" 	 I 
r 

I 
I 
I 



to cost as much as the Administration's estim~tes of the current benefit package. ' 
Using the lower premiums. an 8 percent indivi'dual wage cap would cost as much 

, as the 7,9 percent firm payroll cap with CBO;'S higher premium estimates. ' 

• 	 With the 7,9 percent firm cap, the costs of the subsidiesare roughly the same 
regardless of the firm size cut-off for joining! regional alliances. The effects of 
outsourcing largelv offsets the effect of redJcing the size thresholds for finns 
eli.gible to, join the'regional alliance and obtai:n subsidies 

BACKGROUND -- At the Presidential meetings last sJmmer, Treasury argued in favor of 
an individual wage cap instead of a firm payroll cap. An individual wage cap can better mitigate 
the effects of an employer mandate on low-wage workers. In response to an employer mandate 
to provide health insurance. tirms will likely reduce the! wages of their workers who are 
currently uncovered or receiving less costly benefit packages. For low-wage workers, these 
reductions may be significant as a share of their total income. An individual wage cap would 
ensure that firms pass on only a' portion of the costs of the ~mployer mandate to their low-wage 
workers. In contrast. a firm payroll cap does not provide any subsidy for firms with high 
average wages. Consequently, a firm cap of 7 . .9 percen;t could still cause some low-wage 
workers to suffer a wage reduction of more than 7.9 perce;rtt. 

I 
A firm cap may also cause high-wage firms to reorgan~ze in order to obtain the benefits of 

the HSA's employer subsidies. For example, a firm could spin off their low-wage workers into 
a separate en,tity. Alternatively, they may contract (or "ou~source") with a low-wage firm to do 
the work their less skilled workers once did, or they may p;urchase intennediate products rather 
than producing the products in-house with low-wage worke'rs. Although low-wage workers will 
remain employed, they may find it more difficult to advan~e in a finn which specializes in low
skilled labor. Moreover. the segregation of low-wage wo'rkers in low-wagefinns c,ould cause 
them to lose pension coverage and other benefits typic<}lly provided by large firms with a 
diversified workforce. ; 

An individual wage cap will generally be more expens\ve than a firm payroll cap, u!lless the 
individual wage cap is higher than the firm payroll cap. But some firms would pay more than 
7.9 percent of their payroll for health insurance with, for e~ample, a 9.5 percent individual wage 
cap. The prospect that some low-wage firms would payimore than 7.9 percent of payroll for 
health insuran<:e under an individual wage cap was a cri~cal factor in the President's decision 
to support a firm payroll cap. : ' 

I 
I 

Three events are causing a reconsideration of the indi~idual wage cap. First, Congressional 
staff have expressed interest 10 an individual wage cap. iSecond, the Chamber of Commerce, 
reportedly the original promoter of the 7.9 percent firm payroll cap, did not support the Clinton 
plan. Third, new estimates of the effects of alternative su~sidy approaches on outsourcing lower 
the budgetary savings from using a firm payroll cap instead of an individual wage cap and 
highlight the potential economic and social disruptions frqm policies that encourage outsourcing. 

~ 

! 	 . 

I 
I 

I 
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Financing Shortfalls to Datel 

($ Billions) 

2000 1994 - 2000 


CBO's Reestimate of HSA's Effect on Deficit 1/ 10 74 

50% Effectiveness R,ating on Premium Caps 2/ 14 31 
, 

Medicare Changes in Stark Bill 8 1 n.a. 

J 

Tobacco Tax 31 ;2' 37 
{ 

Total 35 142+ 

April 1 5, 1994 

Notes: 

1/ According to Administration's estimates. HSA would have reduced the deficit 
I 

.,by $58 billion between FY 1994 and 2000. In contrast, CBO estimates 
I 

that HSA will increase deficit by $74 billion over the san;'le period. 
, 

2/ Assumes that Congress passes HSA with its premium caps but eliminates 
some of the enforcement tools contained in the Administration's bill. 

Further assumes that CBO would give the enforcement mechanisms a 50 

percenteffectiveness rating. ! ' 


i 
31 Assumes that Congress enacts a 50 cent increase in the tobacco tax which 

is phased - in over five years. : 



i 
I 

BUDGET ACT PAY-GO RULES AND HEALTH REFORM 
I 
I 

Under the pay-go rules currently under ~iscussion in the 
Congress, legislation must be deficit neuttal in the first year, 
over five years, and over the second. five years. 
, I 

There is :some possibiiity that the requ~rement for deficit 
neutrality for the second five years will pe further liberalized. 
Under such liberalization, the,legislatiop would need to avoid 
causing a significant increase in the deficit, rather than being 
precisely deficit neutral. However, such JJiberalization may not 
occur in the final language for the point lof order in this year's 
conference report on the budgetresolutiot1. 

I 

In addition, it is worth noting that urilike the situation in 
previous yeclrs, it will no longer be a requirement to have the 
legislation be deficit neutral year by year. 

, ' I 

These modifications in,the year-by-year" scoring of pay-go 
provisions ;:ire critical to enactment of health reform, as it is 
highly unlikely that the final bill will be perfectly deficit 
neutral in each, year of ttle phase- in. Th,e current thinking is 
that the tobacco tax increase may make itl possible to meet the 
first year defic;:it neutrality requirement! [in fact, CBO and 
Administration estimates suggest that the Health Security Act 
would actu.ally reduce the deficit in 1995 by about $10 to $llb) I 

but that the plan will not be deficit neJ.tral in each of the 
subsequent years. 

I, 
, 

I 



UPDATE ON HEALTH REFORM 

Retreat: Majority Leader, Mitchell is sched~led to make a health 
reform presentation at the Senate Democratic retreat in 
Williamsburg this weekend. The presentation was characterized by 
Pat Griffin's office as covering the "lever,s for modifying the 
Health Security Act." Griffin's office alsb indicates that an 
effort will be made to have Chairmen Kenne~y and Moynihan sit at 
the table with Mitchell while he makes his iremarks. Both the 
President and First Lady are expected to at;,tend a portion of the 
retreat. ' 

spe~ifically, ~itchell is said to be prepa~ed to discuss 
alternative subsidy schemes, with particular emphasis on 
approaches that target subsidies to firmspn behalf of actual 
wages paid to'indiyiduals as opposed to th~ structure under the 
HSA which ta.rgets subsidies to firms based' on average wages paid. 
This is the same issue that was debated beifore the President last 
year, and there is a growing concern in tlle congress over the 
approach inc:orporated in the Administration's bill. 

Mitchell will also present some deficit r~duction options to 

address Members' desire that the Senate bill include budget 

savings -- at least in the out-years of the 10 year estimating 

period. OMB indicates that the savings options under 

consideration include reduced subsidies; a downsized benefit 

package: more revenues from the 1% corpor~te assessment -- by 


,reducing the 5,000 threshold to 1,000. Also ,under discussion 
among some Members is an increase in the ;tobacco tax, though it 
is not clear that Mitchell will introduc~ a ~obacco provision aB 
part of hifi list of options. ; , 

i 
You might be interested to know that Mitchell had wanted to 
present an option to reduce the employer!contribution under the 
mandate 'to 50% [instead of the, 80% propo~ed in the President's 
bill], but Ira Magaziner told Mitchell's; staff that the 
Administra.tion would prefer he not prese~t that option - 
however, if it came up as part of the di'scussion then the 
Administrcltion would not oppose MitchelP s offering some comments 
'on it. Treasury has not been provided paper describing these 
proposals" though it is clear that White House and OMB staff were 
involved in developing the options. I 
NFIB Stud~ We are scheduled to receive a copy of the full NFIB 
study this afternoon, and will provide you with a more complete 
review early next week. According to NfIB staff, the study was, 
the secon.d in a series done for NFIB by: CONSAD, a private 
estimating firm that uses county level data to estimate the 
number of individuals/f,irms eligible folr subsidies and the cost 
of the s\wsidies. NFIB staff also 'repdrt that independent 
reviewers of the CONSAD assumptions (iIlCluding former CBO staff] 
concluded that the estimates of subsidies and the job loss 
figures a.re "reasonable." : 



i 

Cooper_ Bill Estimates: CBQ has not releas~dits final estimate w . 

of the Cooper bill, but Cooper's office ha~ been told that the 
target for public release is next Wednesday. Copper staff say 
the Congressman is bracing for what he exp~cts will be a 
"terrible" wlaek, though after last year's tBO estimate showed a 
$70b over 5 year deficit increase with ena~tment of the Cooper 
bill, he add,ed $40b in Medicare cuts, alteted the Medicaid 
.baseline, and jawboned CBO to alter the estimating assumptions 
about the scope of the benefits package. ' 

\ 



I 
DEPARTMENT OF THE TRE.<1SLlRY 

WA.SHINGTON, D.C. 20220: I 

April 15, 1994 

MEMORANDUM SECRETARY BENTSEN 

FROM: Staff working on health reform. Memo regarding 
outsourcing and subsidies by Eric Toder: ~ay-go rules changes by 
Alan Cohen and Marina Weiss; cover memo arid update on 
miscellaneous issues by Marina Weiss. ! 

SUBJECT: HElalth Reform 
I 

ACTION FORCING EVENT: Status report on s~veral health reform 
issues of interest to Treasury. i 

I 
BACKGROUND/lUlALYSIS: Attached are 4 memoranda intended to 
prov ide you with backround information onl a number of health 
reform issues. The' items are as fOllows:1 

1. 	 A description of work underway in Ta~ policy on modifications 
to the subsidy provisions of the Health Security Act as 
submitted to Congress. In addition to' the review of . 
al terna.tive ways to structure the s~sidies, the memo 
outlinE!s t,he state-of-play with rega~d to the difficult issue 
of outsourcing and its impact on theiestimates of the cost of 
the 	sw)sidies. 

i 
2. 	 Staff is deeply concerned about the krosion of funding for 

the plan. Using material developed by the Office of Tax 
Analysis plus information from cao and the Ways and Means 
Subcom:mittee staff, we have developed a "scorecard" of what 
we believe to be a rough approximati;on of the current deficit 
in financing. That deficit is attr~butable to several 
factors, the most signi ficant of wh~ch are listed below.• 

! 

a. CEoO's re-estimate of the Health/Security Act concludes 
that t.he Administration I s bill would add $74b to the deficit 
over the years 1994-2000. . 

! ! 

b. It is widely assumed by the co~ittees of jurisdiction 
that 1~e level of savings from Medicare and Medicaid proposed 
by thla Administration exceeds what Members of congress are 
willing to support. Thusfar, only ;the Ways and Means Health 
Suhco:tnm.ittee has taken action on cuts in Medicare, reducing 
the level of available "savings" by; $8b in the year 2000. 
No estimate has been made o~ the 5 ~ear effect of this 
less' aggressive cut in the rate of ;growth in Medicare 
spending. I 

I 
c. 'r'he "premium cap" cost containment provisions of the 
Heal t:h Security Act were scored by cao as 100\ effective. 



I 

I 

I 

Other proposals for savings, however, may not be viewed by 
the estimators as foolproof. For example, the Ways and 
Means Subcommittee "global budgets/maxiimum payment rate" 
limits are presumed to be only 50% eff~ctive. Of course, 
there are virtually no savings associated with the managed 
care provisions of the Cooper bill. : 

! 
d. Finally, there is reason to believ~ that some of the 
revenue 'grovisions proposed by the Act.m;inistratiori may be 
modified, phased-in more slowly or dro'pped altogether. 

I 

3,. As you are aware, the Budget: Resolutidn now under 
consideration in Congress would modify th~ year by year portion 
of the pay-go rules for mandatory spending and revenues. This is 
good news for health reform and Alan Cohen has provided for your 
review a status report on'the,congressional negotiations over 
this initiative as well as an explanation lof how the change could 
impact the health reform bill. i 

I 

4. Finally, we have included an update o~ recent developments in 
health reform, with particular emphasis on the Senate Democrats' 
weekend retreat, the NFIB job-loss study, land the new Cooper bill 
estimates. 



DEPARTMENT OF THE TREASURY 

i
I 

WASHINGTON 

I 

April 15. 1994 

MEMORANDUM FOR SECRETARY BENTSEN 

FROM: 	 ERIC TODER {(rf ! 
DEPUTY ASSISTANT SECRETAl~Y (TAX ANALYSIS) 

i 
SUBJ.ECT: 	 Effects of Outsourcing on Employe:r Subsidies Under HSA 

I 
SUMMARY - Under the Health Security Act (HSA), a: firm's required contributions for 

the comprehensive benefit package wo~ldbe c~pped at 7.9 pelcent ~f its payroll. . ~is approach. 
ensures that no firm In the regIOnal allIance would pay more ;than 1.9 percent of Its payroll for 
the costs of the comprehensive benefit package. Employer su,bsidies will generally be provided 
only to lower-wage firms. I 

At the Presidential meetings last summer, Treasury supported an individual wage cap over 
a firm payroll cap. During the past month, other Adminis~tion officials and Hill staff have 
expressed interest. in replacing the firm payroll cap with- an individual wage cap. In large part, 
this renewed interest in individual wage subsidies is based! on CBO's analysis that the firm 
payroll cap may raise employer subsidy costs by as much as 2~ percent, in the long-run, because 
of the effects of outsourcing. I' 

On April 12, Marina Weiss and I, along with representati~es from OMB and HHS, met with 
. 	 ! 

John Hilley of Senator Mitchell's staff to discuss options which will be presented 3:t the Senate 
Democratic retreat. These options i~c1udedreplacing the 7 j 9 percen~ firm payroll cap with a 
12 percent individual. wage cap. S;enator Kennedy's staff have also raised questions with 
Treasury staff about the effects of an individual wage cap. I 

I 
In addition, the interagency health reform policy group (under the chair of Alice Rivlin) 

requested a presentation by Gillian Hunter, of the Office of Tax Analysis, comparing the effects 
oCa firm payroll cap and an individ~al wage cap. Copies of the preliminary analysis were also 
provided to OMB staff with the approval of Deputy Secre6ry Altman. The analysis used a 
methodology similar to CBO for predicting the impact of 04tsourcing on the costs of employer 
subsidies in the long-run. The principal findings are: . 

• 	 Using the CBO estimates of the costs of the cqmprehensive benefit package, a 7.9 
percent firm cap could be replaced with a io percent individual wage cap for 
roughly the same budget costs. 

, 	 I 

• 	 An 8 percent individual wage cap could be: combined with a reduction in the 
benefit package. For example, a scaled-bac~ benefit package could be designed 

, 	 ! 



Financing Shortfalls to Date' 
I 

($ Billions) 

2000 	 1994 - 2000 


CBO's Reestimate 0'( HSA's Effect on Deficit 1/ 10 74 

50% Effectiveness Rating on Premium Caps 2/ 14 31 

Medicare Changes in Stark Bill 8 n.a. 

Tobacco Tax 3/ 3 


Total 35 142+ 


April 15,1994 

Notes: 

1/ 	 According to Administration's estimates, HSA would hav~ reduced the deficit 
by $58 billion between FY 1994 and 2000. In contrast, CSO estimates 
that HSA will increase deficit by $74 billion over the same period. 

. 	 I 

2/ 	Assumes that CI::>ngress passes HSA with its premium cc,\ps but eliminates 
some of the enforcement tools contained ·in the Administration's bill. 
Further assumes that CSO would give the enforcement rechanisms a 50 
percent effectiveness rating. ,I 

i 
3/ Assumes that Congress enacts a 50 cent increase in thei tobacco tax which 

is phased - in over five years. .. 

37 



, . 

to cost as much as the Administration's estimates of the current benefit package. 
Using the lower premiums, an 8 percent indivi?ual wage cap would cost as much 
as the 7.9 percent firm payroll cap with CBO'iS higher premium estimates. 

I 
• With the 7,9 percent tirm cap, the costs of the subsidies are roughly the same 

I 

regardless of the fi rm size cut-off for joining !regional alliances. The effects of 
outsourcing largel y offsets the effect of reducing the size thresholds for firms 
eUgible to join the regional alliance and obtain subsidies 

I . 
BACKGROUND ~- At the Presidential meetings last summer, Treasury argued in favor of 

an individual wage cap instead of a firm payroll cap. An indiyidual wage cap can better mitigate 
the effects of an employer mandate on low-wage workers: I~ response to an employer mandate 
to provide health insurance, tirms will likely reduce the: wages of their workers who are 
currently uncovered or receiving less costly benefit packages, For low-wage workers, these 
reductions may be significant as a share of their total income. An individual wage cap would 
ensure that firms pass on only a ponion of the costs of the employer mandate to their low-wage 
workers. In contrast. a firm payroll cap does not provid¢ any subsidy for firms with high 
average wages. Consequently, a firm cap of 7.9 percen~ could still cause some low-wage 
workers to suffer a wage reduction of more than 7.9 percent. 

" I 
i 

A firm cap may also cause high-wage firms to reorgani.ze in' order to obtain the benefits of 
the HSA's employer subsidies. For example, a firm could spin off their low-wage workers into 
a separate entity. Alternatively, they may contract (or "outsource") with a low-wage firm to do 

"the work their less skilled workers once did, or they may p~rchase intermediate products rather 
than producing the products in-house with low-wage workeFs. Although low-wage workers will 
remain employed, they may find it more difficult to advanc~ in a firm which specializes in low
skilled labor. Moreover, the segregation of low-wage woikers in low-wage firms could cause 
them to lose pension coverage and other benefits typically provided' by large firms· with a 
diversified workforce. i 

. "" I " 
An individual wage cap wlll generally be more expensiye than a firm payroll cap, unless the 

individual wage cap is higher than the firm payroll cap. aut some firms would pay more than 
7.9 percent of their payroll for health insurance with, for e~ample, a 9.5 percent individual wage 
cap. The prospect that some low-wage firms would pay more than 7,9 percent of payroll for 
health insurance under an individual wage cap was a critical factor in the President's decision 
to support a firm payroll cap. : '. 

I 
Three events are causing a reconsideration of the indiv.idual wage cap. First, Congressional 

staff have expressed interest In' an individual wage cap. !Second, the Chamber of Commerce, 
reportedly the original promoter of the 7,9 percent firm payroll cap, did not support the Clinton 
plan, Third, new estimates of the effects of alternative subsidy approaches on outsourcing lower 
the budgetary savings from using a firm payroll cap instead of an individual wage cap and 
"highlight the potential economic and social disruptions fro~ policies that encourage outsourcing . 

. 

http:reorgani.ze


BUDGET ACT PAY-GO RULES AND HEALTH REFORM 

Under the pay-go rules currently under d:iscussion in the 
Congress, legislation must be deficit nfi!utr;al in the first year, 
over five years, and over the second five years. 

, I 

There is some possibiJ,ity that the requiJrement for deficit 
neutrality fClr the second five years will ~e further liberalized. 
Under such liberalization, the legislation would need to avoid 
causing a sicrnificant increase in the deficit, rather than being 
precisely de1:icit neutral. However, such liberalization may not 
occur in the final language for the point of order in this year's 
conference rE~port on the budget resolution ~ 

In additil:m, it is worth noting that unlike the situation in 
previous years, ·it will no longer be a requirement to have the 
legislation be deficit neutral year by year. 

These modifications in the year-by-year: scoring of pay-go 
provisions are critical to enactment of health reform, as it is 
highly unlikely that the final bill will be perfectly deficit 
neutral in each year of the phase-in. The: current thinking is 
that the tobacco tax increase may make it ~ossible to meet the 
first year deficit neutral i ty requirement': [in fact, eBO and 
Administration estimates suggest that the ;Health Security Act 
would actuallly reduce the deficit in 1995 by about $10 to $llb], 
but that the plan will not be deficit neu~ral in each of the 
subsequent years. ,i 

! . 
! 
I 



UPDATE ON HEALTH REFORM 
I

Retreat: Majority Leader Mitchell is sche4uled to make a health 
reform presentation at the Senate Democratic retreat in 
Williamsburg this weekend .. The presentation was characterized by 
Pat Griffin'::; office as covering the "levers for modifying the 
Health Security Act."Griffin's office also indicates that an 
effort will be made to have Chairmen Kennedy and Moynihan sit at 
the table with Mitchell while he makes his: remarks. Both the 
President and First Lady are expected to a:ttend a portion of the 
retreat. 1 

I· 

Specifically, Mitchell is said to be prepared to discuss 
alternative subsidy schemes, with particuiar emphasis on 
approaches that target subsidies to firms: on behalf of actual 
wages paid to individuals as opposed to the structure under the 
HSA Which targets subsidies to 'firms based on average wages paid. 
This is the same issue that was debated before the President last 
year, and there is a growing concern in the congress over the 
approach incorporated in the Administratfon's bill. 

! 
I 

Mitcbell will also present some deficit teduction options to 
address MeI~ers' desire that the Senate bill' include budget 
savings -- at least i~ the out-years of the 10 year estimating 
period. Ol~B indicates that the savings options under 
consideration include reduced subsidies;'a downsized benefit 
package; more revenues from the 1% corpo,rate assessment -- by 
reducing the 5,000 threshold to 1,000. Also under discussion 
among some, Members is an increase in the tobacco tax, though it 
is not clear that Mitchell will introdude a tobacco provision as 
part of his list of options. i 
You might be interested to know that Mitchell had wanted to 
present an option to reduce the employe:t contribution under the 

. mandate to 50% (instead of the 80% proposed in the President's 
bill], but Ira Magaziner told Mitchell'~ staff that the 
Administration would prefer he not pres1ent that option -
however, if it came up as part of the discussion then the 
Administration would not oppose Mitche11's offering some comments 
on it. Treasury has riot been provided;paper describing these 
proposals, though it is clear that White House and OMB staff. were 

\involved in developing the options. i 
I 

NFIB stu'lli We are scheduled to recei~e a copy of the full NFIB 
study this afternoon, and will providel you with a more complete 
review early next week. According to NFIB staff, the study was 
the secc,nd in a series done for NFIB by CONSAD, a private 
estimating firm that uses county level data to estimate the 
number of individuals/firms eligible for subsidies and the cost 
of the Bubsidies. NFIB staff also report that independent 
reviewers of the CONSAD assumptions [~ncluding former CBO staff] 
concludlad ·that the estimates of Subsidies and the job loss 
figures are "reasonable." i 



CoopeL Bili Estimates: CBO has not relea~ed its final estimate 
of the Cooper bill, but Cooper's office hds been told that the 
target for public release is next Wednesda;y. Copper staff say 
the Congressman is bracing for what he expects·will be a 
"terrible ll week, .though after last year's 'CBO estimate showed a 
$70b over 5 year deficit increase with enactment of the Cooper 
bill, he 'added $40b in Medicare cuts, alt~red the. Medicaid 
baseline, and jawboned CBO to alter the e~timating assumptions 
about the scope of the benefits package. 

i 
I. 
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DEPARTMENTOFTHETREASURY 
WASHINGTON, D.C. 20220 

'Apri1 20, 1994 

MEMORANDUM FOR SECRETARY BENTSEN 

FROM: Marina L. Weiss 

SUBJECT: Health Reform 

ACTION FO~CING EVENT: Meeting with Oklahoma young leaders 
I 

BACKGROUND/ANALYSIS: 

Attached for your review are background materials. on the Oklahoma 
delegation prepared by Legislative Affairs; a piece on the 
economy and Oklahoma prepared by Economic Policy; a fact sheet on 
health care in Oklahoma; and the Q and A's we prepared for your 
use in Utah. Also appended for your use are Senator Boren's 
talking points on health care which were provided to us by his 
office. 

You might gret a question' from someone in the audience about the 
recently re:leased CONSAD study on job loss associated with the 
employer mamdate. Economic Policy staff :is reviewing the study 
carefully imd will ,prepare a detailed memo for your use. For the 
moment, you should know that CONSAD estim'ates the job, loss at 
between 850,000 and 3.8m. The 850,000 is within 50,000 of the 
preliminary number that Laura Tyson's sta:ff developed some months 
ago -- CEA now is on record saying that the number could swing . 
negative or positive by approximately 600,000 jobs. Again, if 
asked your view on job loss, I'd recommend you shift the thrust 
of the question toward the fact that studies are mixed and that 
you do expE~ct there will be job shift -- :particular1ytoward home 
care. 

Issues: According to Boren's office, the young leaders you will 
talk to an~ largely from the business community and somewhat more 
moderate on the issue of health reformt~an what you might expect 
with an older business group such as the Chamber. 

·1 

They will be sympathetic to the need to make health care 
affordable for small business, will relate to the problems you 
raise with respect to portability, pre-existing condition 
exclusions and the need for preventive health care for children. 

Boren's office reports that Oklahoma is reacting to the 
Administration'S health refqrm plan pretty much as expected -
not unlike Texas. This is true especia1iy with respect to the 
issues of rural providers [the Administration's bill offers 
special tax credits for nurses and doctors who locate in 
underserved. areas]; the employer mandate, [Oklahoma businesses 



that do not now offer health insurance believe that the subsidies 
are insufficient]; impact of reform on independent insurance 
agents: and cuts in Medicare that impact both the elderly and the 
medical school at the university of Oklahqma. . 

with respec1: to the Medicare concerns I yOl,J can stress that the 
"cuts" are really reductions in growth of health spending which 
will be applied to private as well as public insurers. 

One final point, in the last Congress Bor~n was the Senate 
sponsor of i:he Cooper managed care bill. His staff now reports 
that the Sel:1ator has "moved away from Cooper because- he feels a 
more viable strategy is to work with John:Chafee in the Finance 
Committee." You will recall that Chafee'g bill reaches universal 
coverage through an individual mandate -- though the Chafee bill 
is somewhat more generous with respect to benefits and also more 
regulatory 'than the individual mandate proposed by Senator 
Nickels. On the issue of Nickels, Boren's staff expressed the 
view that the more Nickels discusses his bill ••• the better for 
Boren who appears to be more measured and! bipartisan. 



DAVID BOREN (D) 

OKLAHOMA 


David Boren has ~;erved as United States Senator from Oklahoma since 1978. There is 
speculation, however, that his third term will be his last, that he will resign to become 
president of Oklahoma University. He has been meeting with campus groups and the 
Associated Press emphatically reported this week that "he is coming to OU." 

If he should accept the University's post, it will~not be due to his lack of popularity among 
Oklahoma's voters, who elected him to the governorship as '" darkhorse candidate in 1975, 
and who have chosen him. by landslide margins in each of his three senatorial races. His 
resignation would come as a mild surprise to Washington-watchers, as he once stated that he 
would "very much like to be President." ' . 

As the third ranking Democrat on the Finance Committee, Sen. Boren has been active in 
maintaining the interests of the oil industry, and gained natio1nal recognition for striking a 
compromise with the Administration on the BTU tax in the Clinton Budget. 

On health care, Sen. Boren has been fairly quiet, as he has not made any firm decisions 
about supporting any particular plan, but will no doubt be a major player, and has touted a 
"bipartisan, conse~nsus" approach toward creating health care reform 

During this Administration, Boren has been consistent in voting with the President on key 
issues, as he everltually voted in favor of the Budget, RTC funding, NAFTA, and the Brady 
bilL· . 
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Senator David ]lOBENCD-QJQ: 

Senator Boren is a moderate Democrat and a key swing vote on the Finance Committee. He 
also serves on m,e Agriculture and Intelligence Committees ~d chairs the Joint Committee on 
the Organization of Congress. His state is comprised of oil, gas, and farm industries .. 

, 

Senator Boren's initial reactions on health care have been, cautious ;.. he applauds the effort 
but worries abou.t financing. He fav9rs other funding mechanisms such as taxi.ng more 
generous benefits packages. He supports universal coverage but perhaps not as rapidly as the 
time table set out in the HSA. Boren also supports state flexibility, insunmce market reform, 

, and managed cOlnpetition. . 
, 

Boren considers himself a strong supporter of rural health care and small business. He has 
"serious misgivings" about 80% employer contributions and would be more comfortable with 
a 50 • SO split. He wants to ensure that small business is not left "holding the bag" for the 
under-estimated 'cost of health care reform. He also wanU people to pay some amount for 
doctors' visits In order to discourage overuse of the system. . 

He recently expressed concern about the alliances, saying that he would like larger small 
businesses to be able to opt out and self-insure. Boren is being targeted by the health 
insurance industry in its campaign to block health reform. 

Recent Develop1nents: 

Reports out of Oklahoma note that Senator Boren will leave' the Senate at the end of the year -; 
to become president of Oklahoma University. He has not cOnfinned or denied these rumors 

.but Congressmen. Brewster and McCurdy are already jockeying for the seat. 

Votes: FOR: AGAINST: 
PcLmily & Medical Leave 

Budget Reconciliation. 

NAFTA 




Senator Don NICKLES (B.-OK): 

As Chairman .of the Senate Republican Policy Committee, Senator Nickles has been very 
active in setting the overall tone ,of Republican policy. In addition to his seat on Indian 
Affairs, he also :serves on two key money committees -- Budget and Appropriations. ' 

In the l02nd Congress, Senator Nickles cosponsored Senator Dole's Medicare reform bill. 
When asked during that term to identify a point of agreement between Republicans and 
Democrats, he rc~plied, "Streamlining and coordinating administrative costs in health care. " 

Today, Nickles c:ont&2inues to advocate the conservative views that first brought him to 
Congress.' During his most recent reelection campaign, Senator Nickles emphatized medical 
malpractice refotm and vouchers for people' unable to afford health insurance. His . 
"Consumer Choice and Personal Health Security Act," introduced last November, would 
provide refundable tax credits to help Americans buy health I insurance poliCies. These credits 
would be financcld' by eliminating deduction's for health insurance costs and by S141 billion in 
Medicare and Medicaid cuts over the next five years. Nickles claims his bill is modeled 
after the FEHBF' and says it would guarantee more choices than the HSA. ' 

I 

Last year, Nickles said, "Certainly I will oppose having abortion offered in any standard 
health benefits package. II More recently, he attacked the President's plan, saying that it 
would ,"subsidize: the destruction of innocent unborn human beings." 

He has said that the HSA has "fatal flaws" and particularly mentioned the employer mandate, 
national health budget, and limited choices for consumers. In late February, he told 400 
members of Pat Robertson's coalition, liThe President and the First Lady are proposing a 
massive socialist: a~enda. n 

Vores: FOR: AGAINST: 
NAFTA Family & Medical Leave 

Budget Reconciliation 



Senator Nickles' health care plan, entitled "Consumer Choice Health Security Act" currently 
has 25 Republican cosponsors. The plan would accomplish the following: . 

. 	 I 

• 	 Universal coverage; insurers could not exclude based on preexisting conditions. 

• 	 ,Refundabll! individual tax credits would be provided for consumers and paid for via 
$139 billion in cuts to Medicare and Medicaid over five years beginning in 1997. 
(This system is similar to the BITC, where the employers would reduce their tax 
liability and the credit would appear as income with which to purchase insurance.) 

• 	 Medical Savings Accounts (MSAs) would be created where consumers would pay into 
an account and pay their medical bills or receive benefits not covered by their 
insurance plan. The MSA would have a family limit Of $3000 plus $500 for each 
dependent, and for every $100 paid into such an account, the individual or family 
would pay $25 less in taxes. 

• 	 Every individual and family would be required to purchase health insurance to cover 
necessary "acute medical care" including emergency hospital visits, regular physician 
services, (md prescription drugs. ' 

. 
• 	 Individuals and families would still have the option of buying health. insurance through' 

their employers, and employers would still be responsible for withholding premiums 
from their employees' paychecks. ' . ' 

• 	 A limit of $250,000 would be placed on "noneconomic" malpractice suits. '. 



i 
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S.1743 
CONSUMER CHOICE 

, _ .. .."c 

,, 	 HEA.. LTH SECURITY ACT FACT SHEET 

November 20, 1993 

Sponsors (25): Nickles. Hatch. Mack" Bennett. Brown. Burns. Coats. 
Cochran. Coverdell. Craig. Dole. Faircloth. Grassley. Gregg. Helms. / 

Hutchison. Kempthorne. Lott. Lugar. Murkowsld. Simpson, Smith, S[evens. 
Thurmond, and Wallop. 

WHAT IT DOES 

'The Consumer Choice Plan 

Provides the securit\' or universal health care coverage for 311 Americans. guaranteeing • 	
I 

them access to insurance that is portable. and available regardless of pre-existing 
conditions. It would take effect on January I, 1997. .' 

Provides individu31s and families with a maximum choice of health insurance plans• 
with a wide variety of benefits and costs, including the abiliry to keep the employer
sponsored benefits they have now: That's more choice than most Americans have now. 

Individuals and families are provided with the resources to purchase the heallh• 
insurance plan that best fits· their needs with tax credits in place of the current 
employee tax exclusion for health care expenses. People whose health expenses consume 
a larger percentage of (heir in~omes would get a bigger tax CTcdlt. 

. '''' 

• Controls "sine he~lth care ~~sts by empowering consumers with choice and individual 
responsibiliry and infusing teal competition between insurance companies for {he 
consumer's health care dollar. 

• 	 Further reduces rising health care., expenses wirh real refor1n of medical mal practi('f 
I:t'!S'. including capping Ilwllld!l for noneconomic damages. 

• 	 Creates Medical Savings' Accounts. or MSAs. which can be used to pay medical bills 
or to pay for exrrabenefit's. 
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• 	 MOIleled after the 33·year-old Federal Employee Health Benefit Program (FEHBP), 
&h'j,na consumers the same option of choice now enjm'ed b\' U. S. Senators and 
Re'pr.ntativcs. The FEHBP's annual cost increases have averaged a third less than 
other private health insurance programs. 

What ill does NOT do 

• 	 The plan has no new, job-killing mandates on employers to provide and pay for heahh 
insurance for their employees. Employers must only give Iheir employees the option of 
retaining their cUFTentbenefits, or "cashing out" their benefits and joining another plan .. 

The plan requires no new taxes.• 
,. 	 The Consumer Choice and Health Security. Act does not wipe out existing heaUh 

insurance policies, unlike the Clinton plan·] which. would outlaw nearly even health 
insurance plan now in existence. Under the Consumer Choice Ac[, people: who arc 
happy with their employer·sponsored coverage can keep it. ~ 

• 	 The plan places no price controls or "premium caps" on insurance plans that could 
reduce the quality of coverage and even resulr in the rationing of health care. 

. 	 . 
• 	 The plan creates no new national health board or eoverninent bureaucracies. 

• 	 There is no 20vernment coercion to purchase benefits not wanted or needed. beyond 
il minimum catastrophic insurance requir~ment. 

HOW IT WORKS 


Illlsurance Rerorms to Guarantee Access 

• 	 . The Consumer Choice and Health Security ACt provides for guaranteed issue of heahh 
insurance policies. Insurers could n9t exclude coverage of anyprcexisting medical 
'condition of any applicant who switches from one insurance plan to another or of any 
currently uninsured person who buys ~nsurance. 

Insurers cannot cancel or refuse to renew coverage of a health insurance policy except for 
non-payment of premiums or fraud or misrepresentation. Insurers could not offer bonuses 
to brokers for selling insurance to "healthy" people or avoiding the sale of policies 10. 

2 
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• 	 Health insurance underwriting would be limited, allowing insu~rs to vary p~miums only 

on ILhe basis of age, sex and geography. Hqwever, because of the imponance of 


. prc\'ention 	and healthy lifestyles, the legislation would allow insurers to give incentive 
discounts to promote healthy behavior, prevent or delay the onset of illness, or provide 
for s~rcc:ning or ea.rly detection of illness. 

. • 	 Certain state laws peniUning to mandated benefi.ts a.nd services, anti-managed care laws, 
and mandated cost-sharing would be preempted: 

Tax 	Crledits 

• 	 Individual tax credits would replace the current tax ex.ciusion for company-sponsored 
hea.lth plans. 

• 	 Tax credi[s. which would become available on :January 1. 1997. would be structured to 
give -ail Americans a basic level of tax relief on: all of their health expenSt:s. with gn::atcr 

tax relief targeted to those individuals and families who. because of illness or below 
average incomes. face proponion;;tely higher hep.lth expense relative to their income. The 
credits would be structured 3$ follows: 

Health Insurance Premiums and 
Unreimbursed Medical Expenses 
as a Percent of Gross (ncome Percent Reimbursed 

Below 	10 percent 2S p~rcent 

10 to 20 percent 	 SO percent 

20 percent or more 	 . 7 S percent 

• 	 Ata minimum. for every $100 which is spent on health insurance premiums. or 
cc,ntribuled to a Medical Savings AI.:count· (MSA), or spent on ANY our-of-pocket 
medical ex.penses, the individual or family wopJd pay $25 less in taxes. The greater (he 
ra.tio of health costS to income, the greate.r rhe tax benefits. Low-wage persons with higher 
percentage health costs would receive greater benefits. The tax credit would be as much 
as $75 per $100 spent on health care, and would be refundable as ex.plained below. 

• 	 The credits are refundable. meaning that if the value of the credit is more than an 
individual's or family's tax liability, the government would pay the difference. Much like 
the treatment of the Earned Income Tax Credit (EITC), employers would reduce their tax 
liability and provide the tax credit as addirional income in the employees' paycheck, so ' 
they could purchase insurance. 

3 
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Family S:ecurlty Benefit Requirements 

• 	 SOCiClty should not have to pay the price for irresponsible individuals who refuse to 
purchase insurance and then expect us to pick: up·the tab when they become seriously ill 
or injured. Every individual and family would. be required to have minimum health 
insurance coverage to cover medically necessary "acute medical care," including: 

Physician services 

Inpatient, outpatient. and emergency hospital services and 
appropriate alternatives to hospitalization 

Inpatient and outpatient prescription drugs 

A maximum deductible amount of $1,000 for an individual and 
$2.000 for a family and an out-of-pocket limit of $5,000. These 
amounts would be indexed to inflation in future years. 

I 

• 	 For Medical Savings Accounts, or MSAs, the Consumer Choice plan would provide: lhe 
saml: basic 25% tax credit for deposits. Each household would be permitted to have one 
MSA and to make an annual deposit no grcate~ thnn the sum of $3,000 plus $500 for 
each dependent The funds in an MSA could be used to pay medical bills not covered 
by their insurance plans. and to pay health insurance premiums. 

, 

• 	 Trarlsitional Rules: In order to provide individuals and families with secure. ponable 
.ben(~fits. insurers and employers who currently provide heaJth insurance coverage would 
be required to offer policyholders the option of convening their existing coverage to an 
individual or family plan. Employers would also be required to add the value of the 
covl~rage [hey now offer to their workers' wages. Thus. workers could take their 
covf~rage with them when they changed jobs or could use the money to buy a different· 
platl that better suited their needs. 

Employer Provisions 

• 	 Individuals and families could still purchase health insurance through their employers. 
This would not be their only option. since lhey would be able to receive the same t3X 

relief jf they purchased coverage on their own or through other groups such as unions. 
churches, flU'tTl bureaus, business coalition~, prOfessional associations. or through some 
other group .- similar [0 the choices that more than 10 million Federal employees, 
retirees and their famili~s have today. 

• 	 To ensure that individuals and families are able to make regular premium payments on 
their. health insurance. employers would be ri::sponsible for withholding premiums from 
their employees' paychecks and sending these premiums to the employees' chosen in~urer. 
Brrlployers would also be responsible for adjUsting their workers' tax withholding to , 	 . . 

4 
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reflc:cr the new tax. credits. Thus. taxpayers would not need to wait until they filed their 
taXre[ums to claim back the new taX ,recUts. 

• 	" Individuals who fail 10 enroll in private hea1[h 'insurance plans would be ineligible to 
claim the personal exemption on their federal inc~me taXes. Employers would adjust their 
withholding to reflect this increased income tax liabiliry. " 

Financi:ng the Consumer Choice Plan 

• 	 Bec:ause the Consumer Choice tax credit is more generous than the tax. deductions and 
exclusions that it would replace, it will resull in a net revenue loss to the federal 
government of $133 billion between 1997 and 1999. To offset this revenue loss. the bill 
caUs for saving!' in the Medicare and Medicaid progrnms of $139 billion over five years. 

( 

• 	 Federal Medicaid payments to states for acu[e care would be distributed on a per capita 
basis beginning in fiscal year (FY) 1995. The capitated amounts would be set at 20 
percent above the FY 93 level in FY 95. In subsequent years. the capitated payment 
would rise by one percent above the consumer price index (CPl). Total federal Medicaid 
acute care payments to a state for FY 95 could not exceed (he payment for FY 93 plus 
20 percent. in subsequent years. the (Ol:t! federal acute care payment to any state could 
nm exceed the previous yearts payment plu~ CPI plus 2.S percent. This will produce a 
five-year saving~ of $72 billion. States would be given broad latitude in how they deliver 
acme medical care services to their Medicaid population. 

• 	 M~!d.icare savings will be achieved by eliminating payments 10 "disproponionate share" 
hospitals, reducing payments to hospitals for in4ireci medical education costs. continuing 
thc~ transition lU iii. prospective pa"yment system (PPS) for outpatient s;ervices. and by 
updating PPS payments on January 1 of each year. rather than on October L Funher 
sa'vings would be achieved by placing a 20- percent coinsurance requirement on 
laboratory and home health services. These chB;ngeswill save the Medicare program $67 
biHion o'w'er five years. 

Comparison of Savings Achie\'ed 
The President's health plan and the Consumer Choice plan 

Program Consumer Choice President 

Medicare $67 Billion 	 5152 BIlUon 

Medicaid $72 Billion 	 5225 Billion 

5 
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Cutting Costs tbrough Malpractice, Paperwork Reforms 

• 	 The Consumer Choice plan would place a $250;000 limit on noneconomic damages. 
provide for periodic payment of malpractice awards that exceed $100.000. and limit the 
liabiliity of a defendant for noneconomic and punitive damages to their percentage of fault. 
as determined by the trier of fact. It would also cap attorney fees. provide for offsets 
from collnteral sources, and set forth rules for any health care malpractice claims filed in 
state or federal coun or resolved through arbitration. 

• 	 The SeCtetary of HealUt and Human Services would have the power to require all health 
care providers to submit claims to health insurance companies in accordance with 
standArds developed by the Secretary. if providcrs are not voluntarily, complying with the 
stand.ards. The Secretary is also directed to adopt standards relating to data elements for 
use iln paper- Qlld electronic~c1aims procegsing of health insurance claims. uniform claims 
fonns and uniform electronic transmission of data. 

I 

Helping tbe Disadvantaged 

• 	 The Medicaid Disproponionate Share program -, now used to reimburse providers to 
help defray the cost of uncompensated care - would be converted into grants to states 
for health insurance coverage, health promotion: and disease prevention. The program 
would target assistance to individuals who an: , not eligible for Medicaid, who have 
incomes less than 150 percent of poverty, and whose unreimbursed payments for health 
insurance premiums and medical care, net of federal tax credits. exceed 5 percent of [heir 

( adjusted gross income. 	 ' 

ConSllImler Protections 

• 	 The Federal government will continue to police insurance programs to protect consumers 
frotn being defrauded. Federal criminal penalties are established against health care 
proyiciers and insurers who knowingly defraud persons in connection with a health care 
transaction. 

Anti-Trust"Provisions 

• 	 TIu! bill will create "safe harbors" from federal anti-trUst laws for: certain groups of 
providers; medical self-regulatory entities that do not operate for financial gain~ certain 
joint ventures for high technology and costly equipment and services; and cenain hospital 
mergers. It directs the Anomey General to create additional "safe harbors" for health care 
joiJ1t ventures [hat would increase access (() health carc,enhance health care quality • 

. establish cost efficiencies 	from which con!\u"1ers would benefit, and oUterwise make 
heilithcare services more effective. affordable and efficient. 

6 
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• 	 The Attorney General also is required to establish a programrhrough which cenl1in 

providers may obtain certificates exempting from anti-trust Jaws aClivities relating to the 
pro'/ision of health care services. ' 

Long-Term Care 

• 	 Amounts withdrawn from individual retirement accounts (IRAs) and 401(k) plans for 
long-term care insurance are excluded from incpme. The biU also provides that certain 
exc:hanges of life insurance policies for long-tenn care insurance pOlicies are not taxable. 
It ,usa exempts from taxation any amount paid or advanced from a life insurance contract 
to ,a tenrunally or chronically ill individual who is confmcd to a hospice or nursing home. 

7 




CODlJ"CSsmlP Bill BREWSTER (]).QK·3rd Distrfct) = 

In his second terln, Congressman Brewster is a conservative: member who serves ori the 

Ways and Means Committee and is a member of both the Mainstream Forum and the 

. Conservative Democratic Forum. His district is extremely conservative, and constituents 

have expressed ooncerns ranging from excessive alliance regulation to charges of socialized 

medicine. Doctc;rs, especially rural doctors, in his district are nervous about a gate keeper 

system that could exclude them. He is being targeted by the insurance industry in its 

campaign to block health reform. 


A liCensed pharrrlacist, he is one of five health professionals in the Congress. He has not yet 
cosponsored any health care reform legislation. Brewster supports reform of rural health and 
primary care. He also supports abortion rights but will not·vote for government funding of 
abortion. 

He is concerned about small business and the many minimum wage employers in his district 
-- he would like workmen's compensation more fully integrated into the HSA. In addition, 
he urges that the plan endorse utilization review. Brewster is also concerned about the 
ongoing funding for health reform. He likes global budgets, believes the revenue base must 
be strong and permanent, and wonders whether sin taxes will be sufficient to finance health 
care reform. He·: is skeptical of all the major health care plans that base their financing on 
Medicare and M,edicaid savings. He has said that in Oklahoma up to 70 percent of rural 
hospitals' receipts come from those programs and he would not support further cuts in them. 

After the Presidc;:nt's State of the Union address, Brewster voiced concern about health care 
. reform and indic,ated that Congress might pass a much smaller package than the President 
wants. 

In February, Bn:wster wrote to the Administration seeking clarification on sections of the 
HSA pertaining ·to pharmacy services, particularly the propOsed Medicare outpatient 
prescription drug benefit and the existing COBRA '90 moratorium on reducing pharmarcy 
reimbursement that is due to expire on December 31, 1994.! He has also reiterated that he 
would only support a bill with a "willing provider" provision, meaning that any doctor of 
pharmacy that QUI meet an·insurance plan's price should be,allowed to offer its services. 

In the AP in early February, he was reserved and contemplative: "I am simply helping the 
Administration to communicate the specific funding mechanism of their plan to the people 
who will be directly affected by their proposals. .. Brewster' will not endorse any plan 
because he wants to retain full flexibility in his negotiating position. He does not feel 
compelled to pass a major health care reform bill this year.: 



Brewster 
Page Two 

Recent Develop:ments: 

Two small businesses in his dhltrict. Max Moore and Oklahoma Steel Wire, recently testified 
before Ways & :Means about a health care fund they created. Their employees can use the
fund$ as needed and any unspent funds are returned to them. These funds seem to resemble 
medical savings accounts advocated by Senator Gramm. 

Brewster has said that the alliance structure in the HSA is problematic and too bureaucratic. ' 
He said he would support strong tort reform and small group market insurance reforms. He, 
believes the latte:r point could be the basis of a consensus package. 

He would support a single payer system before he, would support the Cooper bill. He 
believes that sinl~le payer is a better means to achieve cost containment. Brewster has 
claimed that the Rowland bill would be worth considering because it provides incremental 
reform and covers uninsured people with community health. centers. He said that Rowland 
was "trying to be really rational" about reform, but he did not cosponsor the bill. 

His primary issue continues to be the willing provider provision. Brewster fears that,under 
the HSA. large providers would underbid, get the market share, later increase costs and 
develop HMOs. He also fears that fee-for-service would then not be viable. 

Senator Boren nlay resign at year end. In preparation, Brewster has begun fundraising to 
run for the seat. 

VOles: FOR: AGAINST: 
NAFTA , Family & Medical Leave 

Budget ~econcillation 
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. Congressman Jowes M. INHOFE (R-OK-lst District>: 

Inhofe serves on the Public Works & Transponation, Anned Services, and Merchant Marine 
& Fisheries Committees. His district includes Tulsa and its surrounding areas and is home 
to Oral Roberts' 6O-story City of Faith Hospital. He has a very conservative voting record -
voting against abortion rights and opposing tax increases. He castigated members of 
Congress as ucommunists" and executive agencies as "gestapo bureaucracies." 

Inhofe is a Michel cosponsor who believes that cost and price controls plus government-run 

bureaucracies will doom the Health Security Act. He claim$ the Clinton plan will mean 

fewer choices and less care. 


In March, he cosigned a letter to the Administration which related relief to the oil and gas 

industry with health care legislation. 


If Senator Boren resigns at the end of the year, Inhofe is expected to run for his seat. 

Votes: FOR: AGAlNST: 
Family &. Medical Leave 
Budget Reconciliation 
NAFTA 



Congresman Ernest 11m ISTOOK. ,Ir. (I·OX·5th DiVjct): 

Before his election to the House, freshman Rep. Istoak served three terms in the state 
legislature. He :represents a solidly Republican area, which includes Oklahoma City and is 
by far Oklahoma's most conservative district. He serves on the Appropriations Committee. 

, Istook has not sponsored or cosponsored any major healthlegisIation. He opposes abortion 
rights. 

After the PresidEmt's health care speech last September, Istoak said, "Private businesses are 
already working hard to bring down health care costs. We.r;teed to help those·efforts, rather 
than give up on :them. II ' 

Last October he called the President's plana "government taJro..over of the medical system 
that must be blo<:tred." More rec:ently,'in the Washin~ton Times, he said, "Most Republicans 
came out of the lbox saying,'Oh. we're certainly glad the President has put the issue on the 
table. We certainly agree with the sorts of principles ~e's talking about.' My reaction is ' 
very different. 'N'hat principle are we agreeing with? Govemment control of health care? 
Price setting? 'We're only dickerlng over the price. The principle gets lost real quick. II 

Vores: F()R: AGttlNST.~ 

NAFTA Family" :Medica1 Leave 
Budget Reconciliation 

\, 




CQD~An D'lye MCCURDY ID-QK.4th District>: 

Congressman McCurdy is a conservative .Democrat who wants to bea player on the national 
scene. He activtely considered running for President in 1992. Some felt he hurt his chances 
to become Secretary of Defense by pushing too bard. He then exacerbated his situation by 
criticizing the nf:W Administration. In addition, he got himself bito more trouble with the 
House leadership by openly discussing the possibility of challenging Tom Foley for Speaker 
of the House. Foley "rewarded" him by sttipping him of his Chainnanship of the House 
Select Committee on Intelligence. 

McCurdy does not does not serve on any committees of jurisdiction. He sits on the Armed 
Services Committee, chairs the Mainstream Forum, and is a member of the Rural Health 
Care Coilition. He is a cosponsor of the Cooper bill but dOes not have a strong record in 
health care policy. 

Last May, McCurdy noted. that his wife is a psychiatrist and he will have to justify the 
package to her. He wants the Administration to move toward the center on this and all 

"issues. He believes the center will be there because it can attract some Republicans and 
liberals will havc~ nowhere else to go. ' , 

In December, McCurdy became chairman of the Democratic Leadership Council. He has 
since complained that the DLC is the President's "most reliable base, and there are those 
within the 'White House who sometimes don't appIeciate tha~." He has also Said, lIThe DLC 
will fight those who would water down our agenda. ... It is :our job to fight those ... who 
would turn health care into a government bureaucracy. II He believes that the Democratic 
members of the DLC will "provide the deciding votes" in the health care debate, that the 
final form of the bill will be far different from the HSA but will include universal cover&ae. 

If Senator Boren resigns, McCurdy will probably seek his seat. 

Votes: FOR: AGAINST: 
NAFTA Budget Reconciliation 
FSLlllily & Medical Leave 



Con&ressman l\:Uke SYNAR (D..OK·2nd District): 

Congressman Synar is a member of the Energy and Commerce Committee and is a strong 
advocate for rural health concerns. He co-founded the Rural Health Care Coalition and 
cosponsored bills to. improve rural health services as well as access to basic health care 
servic~ for needy children. 

In the last Congress, he worked with COngfessman Wyden to create the Stark-Gephardt 
compromise on health reform. Synar supports reform and wants to be helpful to the 
Administration ilS a link to southern .and moderate members. He is a cosponsor of the HSA 
and the Cooper bill. Although he is also a cosponsor of the McDermott bill, the NBA . 
reported that he now opposes single payer but supports a state single payer option. He 
believes that managed competition is the only plan that has a chance of being approved. 
Synar supports universal coverage with comprehensive benefits, parity for public and private 
employers, and benefits for early retirees. He opposes the idea of taxing basic benefits, but 
believes that sUJ:lplemental benefits should be taxed. 

Congressman Synar is fiercely opposed to smoking, has fought to restrict tobacco advertising 
and promotions and to. regulate the sale' of tobacco. products to minors. This did not endear 
him to the tobac:co lobby I which fought hard, and unsuccessfully, against his reelection. 

VOles: FOR: AGAINST: 
Family & Medical Leave 

Budget Reconciliation 

NAFTA 


( 



OKLAHOMA ECONOMY 
, 

SUHKARY: 	 The Oklahoma economy improved in 1993 from a 
lackluster performance the previous year. The 
clearest evidence of improvement is employment 
growth of 2.7 percent, a turnaround from the 
modest decline in 1992. Moderate growth is 
expected' in the coming year as the national 
expansion continues. While manufacturing and 
services are increasingly important in the state, 
Oklahoma's economy is highly dependent on the oil 
and gas industry. Consequently, the state thrived 
during the oil boom years of the early 1980s and 
was cushioned from the most severe impacts of the 
recent recession. The state's economy is lagging 
the nation at the current time given the continued 
weak world-wide energy demand. 

Boom 	 and BU!Jt 

• 	 At the height of the oil boom. in 1982, Oklahoma's per capita 
income was 98.5 percent of the U.S. per capita. By 1993, 
the stclte's per capita income was 81.8 percent of the-
national figure. . 

• 	 Oklahona's,unemployment rate was 59 percent of the national 
rate ill 1982 but was just above the rate for the nation by 
1993. 

Employment 

• While the 	national unemployment rate ,decreased from 6.9 to 
6.5 percent from February 1993 to February 1994, the rate in 
Oklaholna increased from 5.7 percent to 6.9 percent for the 
same period. ' 

• 	 Much o:E this increase, however, resulted from an expansion 
of the state's labor force. 

Regional Va:dation 

• 	 . Oklahoma City did well in 1993, while the'Tulsa area lagged.' 
Tulsa':3 subpar performance is related to reduced defense 
spending' in the area. 

Office of Economic Policy 
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OKLAHOMA 
April 20, 1994 

o Total pOipulation is 2.7 million. 
68.0% of the population is privately insured .. 

57.1% are insured through their employer. 

14.4% ate publicly insured [other than Medicaid]. 

8.3% are covered under Medicaid. 

0.6 million persons are uninsured [22.3% of the population]. 

Note that 0.6 million persons are uninsured [22.3% of the population as compared 
to the national average, 16.6%]. 

o 	 OklahoIIia does not have a State-based high risk p'ool. 

o 	 184,000 residents of Oklahoma are enrolled in HMO's or 5.8% of the population, 
as compared with a national average of 14.2% 

o 	 Total number of hospitals in the state is 137, with 'an average occupancy rate of 
60.2%, putting their occupancy rate below the national average of 29.5% and well 
below optimal occupancy which is 85 %. . 

o 	 . Oklahoma has a physician to population ratio of 158.1 per 100,000; which is low 
compared to the national average of 223.4:100,000. 



TREASURY Q' S AND A' S 


1. Draft Question: Mr. Secretary, on Tuesday of last week, the 
"Congress Daily" news service reported that Chairman John Dingell 
of the Energy and Commerce Committee is close [within one vote] 
of having, th.e 23 Democratic votes he needs to report out a 
revised vers,ion of H.R. 3600, the President's Health security 
Act. Are yClu surprised that Dingell may actually be able to get 
a bill, givE!n that his subcommittee chairman, > Mr. Waxman was 
unable to do so? 

/ ' 

Response: It 'is my understanding that Chairman Dingell and 
SubcommitteE~Chairman Waxman have been working together to 
develop the modifications of H.R. 3600 needed to satisfy Members 
of Energy and Commerce. I thought'their strategy -- tp 
compromise cmly once at full committee instead of having to 
go through two rounds of modifications --was exactly right and I 
commend theIIl for their hard work. 

[Mr.> Secretary, Congressman Dingell is said to be 3-4 votes 
short. ] 

2. Question: Mr. Secretary, before the recent recess, 
Congressman Stark's Ways and Means health· subcommittee -- on a 
vote of 6/5 -- reported out an alternative to H.R. 3600, which 
creates a large public program [Medicare Part C], and gives to 
the IRS a very prominent role in collecting premiums and 
disbursing subsidies. What is your view of Stark's biil?Do you 
agree that using the IRS is preferable to relying on mandatory 
Regional Alliances to handle premium collections and subsidies? 

Resoonse: The Administration is very enthusiastic about the 
progress th.atCongressman stark and his colleagues in the Ways 
and Means s.ubcommittee have made in moving a health reform bill, 
this subjedt is ~omplex and the decisions contentious -- so I 
salute PetE! Stark for a job well done. As to the use of the IRS 
to handle some of the functions the Admin:istration' s 'bill 
assigned tel the Regional Alliances, that's a little more tricky 
for me to cLnswer, as you might guess. President Clinton's 
preference, which I share, is to keep health care decision-making 
as close to the .community level as possible. Moreover, we did 
not believE~ that the purchase of private ,insurance was something 
with which the IRS had a great deal of expertise. Hence the 
Administrat.ion's plan uses an organizational structure that is 
local and tailored to the needs of each state/community [and I 
appreciate that Pete Stark's mark allows for voluntary 
alliances]. But, in my judgment, the congressional committees 
responsibl 19 for writing the legislation on health reform will 
structure the administering organization according to what their 
jurisdicti,onal prerogatives allow -- Ways and Means and Senate . 
Finance are likely to find a' role for the IRS and the Department 
of HHS; the Labor Committees will place significant 
responsibility with the Labor Department: and the Energy and 

'1 



cominerce Committee is likely to rely on HHS and a state based 
system for t:tleir version of the plan. The final compromise will 
have to be w,orked out with input from each of the Committees and 
the Administration ... and of course I am not prepared to speculate 
on what the final bill will contain. [Mr., Secretary, as you 
know, mandatory Regional Alliances are not, faring well on the 
Hill'-- Members argue, with considerable justification, that it 

. is financially dangerous for the Federal government to allow 
States/localities broad authority over collection and 
disbursement of Federal funds, with no risk to the state or local 
government •.. the final work-out is likely to involve ,a more 
prominent role for the IRS" among other Federal agenc'ies.] 

3. Draft Question: Mr. Secretary, Senator Dole has said that,. 
while he 'has cosponsored a bill that includes an individual 
mandate [the Chafee legislation], he is pessimistic about 
Congress approving any mandate this year. Last week Senator Dole 
also specula.ted that there was only a 50-50 chance that Congress 
would pass a. health reform bill this year., What is your reaction 
to Senator Dole's comments? 

Response: -1 continue to believe that the ,Congress can and will 
enact compr€!hensive health reform this year. In my view, the key 
to getting ctpproval of a requirement that ,employers help pay for 
the cost of health insurance for their workers is the subsidies 
[discounts]. As you know, most employers -- including small 
employers -_. already provide, their employees with health 
insurance. They are struggling against worsening odds [35%-40% 
higher administrative costs: rates ofincr-ease each year that are 
staggering; abrupt cancellation of policies; pre-existing 
condition eJcclusions; etc.] to continue to do so, and I think 
they are counting on us to enact a bill that gives them relief 
this year. A bill that levels the playing field by moving to 
community rating coupled with deep discounts for small, low-wage 
firms will make insurance coverage affordable for these employers 
and their workforce. 

4. Draft Question: Mr. Secretary, Hawaii and Washington state 
have enacted employer mandates to assure health coverage. How do 
they handle small business subsidies? 

Response: 'rhat's a good question~ Hawaii, which enacted its 
universal coverage plan in 1974, operates 'under an ERISA waiver. 
Low income persons have subsidized coverage, and there is a small 
business fund to help such businesses when they are having 
trouble paying their premiums. I am told: that, since 1974, the 
fund has;not had to spend more than about $85,000 to $90,000 to 
provide this help. [Fund is available to firms of 8 and fewer 
employees. ] 

In Washington State, which just last year' enacted its 'reform 
measure, the State has set aside a guaranteed stream of funding 
for small businesses from the increased tobacco tax. Firms of 25 
and fewer w'orkers can apply for help on a, time limited basis with 



the assistan'ce tailored to the needs of the individual firm. 
Priority will be given to firms just starting up, firms in 
disadvantaged areas~firms with serious cash-flow problems,' and 
minority owned firms. since the program is so new, we don't have 
much informa'tion about how it is working. 

5. Draft Question: Mr. Secretary, I understand that Senator 
Mitchell may have presented to Senate Democrats at the weekend 
retreat a proposal to lower the cost of health coverage for small 
businesses by reducing the employer contribution from SO%of the 
premium to 50% of the premium -- with the employee picking up the 
difference. In addition, I am told that the Majority Leader 
has asked the Administration to run some other cost reducing 
options such as less generous subsidies'for individuals and less 
expansive benefits [lower premiums]. My question is this, is 
Senator Mitchell working with Chairmen Moynihan and Kennedy on 
these alterTl,atives? lias the Administration provided him 
technical as,sistance? What is the Administration's position on a 
50% employer contribution? 

Response: 1: understand that Chairmen Moynihan and Kennedy are 
fully aware of the list of options for modifying the 
Administration's plan that the Majority Leader is reviewing. 
Yes" the AdJuinistration has provided Senator Mitchell with some 
technical a~sistance in preparing estimates of alternative 
·options. The Administration is treating'Senator Mitchell's 
request as it has other requests from Members, that is, we are 
working hard to prepare preliminary estimates of cost/savings; we 
have made tEachnical comments about administrative feasibility; 
and we are Ilot endorsing or opposing any particular option. 

6. Question: Mr. Secretary, CBO's reestimate of the 

Administration's health plan shows that, over the first 6 years 

[1995-2000j, it would increase the deficit by over $70b, a far 

cry from thl~ Administration claim that the plan would reduce the 

deficit by more than $50b. Chairman Rostenkowski has been 

lukewarm to some of the revenue measures in the President's plan, 

notably, the size and implementation schedule for the tobacco tax. 

·In addition, Pete Stark's subcommittee, notoriously tough on 

providers, couldn't find the votes to endorse the full $llSb in 

Medicare savings contemplated in the President's plan. Assuming 

that this trend continues, and that Dingell's committee can't 

marshall the votes to cut Medicaid either, what will you do to 

make up the shortfall? 


Response: I can tell you this, we won't enact a bill that is not' 
fully paid for ••• in fact, the President has made it clear that he 
wants to see deficit reduction from health reform, so I expect 
we'll have to do better than just paying for the plan. 

Possible a:teas of adjustment include a slower phase-in; a less 
generous benefits package; and of course, alternative revenues 
and/or pr09ram cuts if the Members want to· move in that 
direction. I am interested to note that. 'every poll I've seen 



says that thja American people want health reform so much that 
they are willing to pay more taxes and tighten their belts in 
current programs to ge,t it. 

7. Draft Qu,estion: Mr. Secretary, you have not been as high 
visibility on health reform as you were on'NAFTA and the Budget 
bill. May we assume that today's press event signals your return 
to the trenches on the health reform issue? . , 

ResDonse: I am an enthusiastic supporter of health reform, and 
will do what I can to help bring this initiative to a successful 
conclusion. You may not be aware of every: aspect of my 
involvement in working toward enactment of health reform, for 
example, I was with the President at a children's.hosp:ltal event 
in Dallas about two weeks ago; I visited a community health 
center in Pi.ttsburgh last week; I'have talked at some length with 
Senators Cha.fee and Moynihan about Finance Committee action; I've. 
met with business groups and have consciously woven health reform 
into my. formal remarks at a number of ~vents. This week I met 
with Harold Ickes and Pat Griffin on legislative strategy and 
next week I'll be in Salt Lake 'visiting a small business. 
Don't count me AWOL on this one •.• and one more point, Deput~ 
Secretary Altman and a large number of Treasury staff are deeply
involved in this issue every day. ' . 

8. Draft Ouestion: Mr. Secretary, if you were still Chairman of 
the Finance Committee, would you try to move this bill on a 
bipartisan basis? Will the House's decision to press forward on 
a partisan basis impact comity in the Sena,.te?· What do you make 
of Congresslnan Gingrich's thinly veiled threat to Republicans 
that cooperation with the pemocrats/Administration on health 
reform could result in loss of plum committee assignment? 

Response: First, I think that on an issue as significant as this 
one bipartisan action is the way' to go, the American people 
expect us to set aside our partisan differences to solve this 
problem... he or she who tries to make this a partisan debate 
risks a backlash at the polls in November~ I have heard gossip 
about Congressman Gingrich's discussion/memos to House . 
Republicans, but I have seen no specific ~etter or memo and I 
assumed any message he might have intended to convey was a 
generic one designed to encourage his colleagues to work together 
on a wide array of issues -- a message I would e~ect any Party 
leader to send his colleagues. I 

9. Draft Ouestion: Mr .. Secretary, Speaker Foley is quoted as 
having saicl that enactment of health reform could spillover into 
next year. Given the number of retirements on the Finance 
Committee, the fact that Senator Mitchell and Congressman Michel 
are leavin9, and that the urgency of health reform is falling in 
the polls, do you think you'll be able tq enact reform if it is 
not accomplished this year? 

http:Sena,.te


Response: I understand that Speaker Foley's remarks were taken 
out of context ••• he was asked a hypothetical and he made the 
technically correct point that, if necessary, a vote on health 
reform could occur next year. It is my understanding that 
Speaker Foley is completely dedicated to enactment of health 
reform this year. Of course- the retirements of key Members will 
impact this issue •.• these are individuals who have worked for 
years on this issue and I feel sure they will not want to leave 
the Congress without a significant victory on an issue .of deep 
concern to so many Americans. In short, I· think the impending 
changeover on the Finance Committee and within the leadership 
will enhancEi our chances for enacting a comprehensive bill this 
year. 

10. Draft Ouestion: Mr. Secretary, the NFIB recently released a 
report showing that enactment of the President's bill would 
result in the loss of 850,000 jobs to the economy? Does this 
trouble you:' [s NFIB' s projection going to carry any weight? 

Response: 1~he NFIB is a very active and aggressive organization 
with whom I have sometimes agreed and at other times disagreed. 
Regrettably,. this is an issue over which we disagree. CBO, the 
Employee Benefits Research ,Institute -- which is funded by the 
business cOImunity --, the Council of Economic Advisers and many 
respected e<:::onomists have concluded that the Health security Act 
will save sinall businesses money over time, and will actually 
create jobs in the health sector. 

11. Draft Question: Mr. Secretary, what is your view on the 
issue of COI;t containment? will the Administration' s"caps on 
premiums" survive? Is it appropriate for the Federal government 
-to restrict the rate of growth in privately purchased insurance? 

Response: As you know, we feel that the Health Security Act will 
generate savings for individuals, employers, and governments 
[State, local and Federal] by leveling the premium playing field 
[community rating], and ensuring that everyone is covered. But 
CBO and the actuaries don't recognize the extent of savings we 
think -- and others have shown -- can be achieved, so as ,a way of 
complying with the deficit neutrality requirements of the Budget 
Enforcement Act, we included premium caps as a failsafe. This is 
not our first line of defense in cost sav~ngs, it is our 
redundancy. 

As to your question about whether it is appropriate for the 

Federal government to be concerned about private health spending, 

as long as the taxpayers are paying for the individual and 

bus~ness discounts [subsidies], the answer is unequivocally yes. 


12. Ouestion: ·Mr. Secretary, what of the Cooper-Breaux bill, do. 
you think it will be the ultimate compromise? As we understand 
it, Cooper--Breaux is the "pure managed competition" alternative 
developed largely by the Jackson Hole group. It is said that 
Senator Moynihan finds it attractive, and of course it does not 



contain som. of the' more contentious prOVISIons employer 
mandates i la.rge mandatory health alliances i premium caps; and 
limits on the numbers of residents who will be permitted to train 
for careers in Medicine. 

Response: I am waiting to see what the official CBO estimates of 
the Cooper-Breaux bill may be, there were stories circulated in 
the press IZlst week that the bill was estimated by CBO to 
increase the deficit by $150b over the period 1995-2000, and that 
it would still leave 25m of the currently ,37m, uninsured. Iknow 
that Congres.sman Cooper has said he would adjust the bill to 
bring it in1:0 deficit neutrality, but if the $150b figure is 
correct, that, will be a difficult undertaking. 

[Mr. Secretary, the CBO estimate is being held up so that Cooper, 
Breaux and others can review it before it goes public ....However, 
you should be aware that the 199~ estimate of the precursor to 
Cooper-Breaux was estimated by CBC to increase the deficit by 
$70b over 5 year.] 



EMPLOYMENT IMP ACT OF HEALTH CARE 

REFORM 


.Question: Today the National federation of Indepepdent Businesses is .. 
releasing a I'etx>rt that concl,udes the President's plan would produce 
horrific job losses. You ha~e not seen the retx>rt- perhaps this briefing is 
being held now so you can S3Y you have not seen the retx>rt-but would 
you please comment on the issues that we know th~ir retx>rt will raise? 

Answer: 

:\s you S3y. I have not seen [he n.:port. When we did our own internal 

analyses. we concluded there \\ ()uld be little if any negative impact from 

the plan-and immense h:lrm If we did not'refonn health care. 


The independent Cungrcssion::d Budget Office did ,its own analysis. and 

quibbled with some 0\ our assessments- higher premiums. worse federal 

budget impact. But the CBO. :1lso. found little if any negative impact. 


The CBO did predict that a number of people-between 300.000 and 1.2 
million-\.I~ould leave their Jobs. in large part either because guaranteed 
private insurance assured them that they could retire early, or because they 
were at work solely to get the health insurance that did not come with their 
spouse's job. But providing t1C4lth security is not a drawback. 

We do worry about firms that are close to the edge of profitability and 
would feel the employer mandate as a heavy burqen. and about families 
that do not now contribute to insurance because they cannot afford it. We 
have a generous subsidy program-that CBO estimates will cost $128 
billion in 2000, our estimate is lower-because health refonn shQuld be an 
economic plus for all businesses and workers. ' 

If you want to see negative economic impact. just do nothing. The rise in 
health care costs in excess of GDPover the past decade and a half has taken 
$1,000 peryear out of the average worker's wages. Last year's projection 
was that 'it would take S600 per year out of wages in the rest of this decade. 
and I do not believe spirallUg costs will go away without action. 

;Treasury Economic Policy 
April 13. 1994 



BURDEN ON BUSINESSES 

/ 

Question: Ha.sn't it become clear in the past months' that the Administration: 
proposal puts too heavy a burden on business, espec~ally small business? 

Answer: If there is this perception. it is a misconception. I believe this 
Administration is very gcxxi at making the right policy choices-in the 
budget. in NAFfA. in the necessi[y for health reform-but somehow we 
always find ourselves facing an uphill struggle to c¢nvince the public. We 
seem to have more steak than sizzle. 

Many aspects of health care rdorm are extremely ~dvantageous to 
business. especially. small bUSiness: 

Cost containment-I don', need to tell you, again. the importance of 
health cos('containmen, for the economic health of'businesses that provide 
health insurance. 

Community rating - ~mall businesses. especially those with any 
employee suffering from anything that might be s<pen as a risk factor, pay 
extremely high amounts for health care under our current system if they 
can get hea.lth care ;It all. Community rating will ,make it much easier, 
chea~er, and fairer for small business to get health care. . . 

Administlrath'e sa vings - :some estimates suggest that small businesses 

today pay up to 40% of their health costs for administration. 


Our subsidy program to make. sure that paying for health care dOes not 
unduly burden businesses. Erskine Bowles likes to highlight the cases in 

. which our subsidy program pushes the employer cost of health coverage to 
70 cents a day. A small. low-wage firm under the 3.5% of payroll cap 
pays 15 ccmts an hour (Q cover a minimum-wage worker. A large firm ~ 
under the 7.9% of payroll cap pays 35 cents an hour: Large high-wage 
firms pay higher amounts - S1.20 an hour for an uncapped firm- but 
almost all large high-wage firms already pay for: insurance. 

Treasury Economic Policy 
April 13. 1994 
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CBO AND OUTSOURCING' 

Question: The CBO report on the Administration's pl~ concluded that 
there would be considerable "outsourcing": finns without subsidies-and 
thus paid $1.20 an hour for health care-firing workers and hiring 
subcontractors who did qualify for subsidies-and thus paid 15 cents an 
hour for health care-thus saving more than $1 an hour in labor costs. 

CBO bel'ieves that such "outsourcing" costs an extra $12 billion a 
year. It disrupts the lives of millions of peOple who find that their , 
employer has "outsourced" their job to a finn that qualifies for higher 
subsidies. Are you rethinking elements of your plan in response to CBO's 
and others' criticisms of their eC0nomic and financial :impact? 

Answer: 

The President put forward a plan recognizing that the plan would be 
changed. Cotlgress wntes the laws. The President will have won an 
enormous victory for America as long as the plan th~t Congress ultimately 
passes achieves his basic goals. \Veare working with Congress. and the 
plan w ill change. ; 

The Administration decided on su'bsidies-capping each firm at a fixed· 
percentage of payroll- for many reasons. It is simple to administer. It is 
easy for a business to calculate. It seemed politically attractive: at the time 
the Chamber of Commerce was advocating a capon business payroll. It 
seemed gcxxl to signal that we were eager to accept their ideas. 

But now many are worried about the subsidies. and this "outsourcing" 
problem thalt CBO has, assessed as costing an extra $12 billion a year, and 
disrupting jobs. One way to deal with these problems would be to shift 
from a firm to an individual wage cap: total contributions for an 
individual worker might be capped at a percentage:of the worker's :wages. 

I think we should \(X)k long and hard at different ~ays to target subsidies, 
and accept the consensus on how to do the most good with the least money. 

I 

Treasury Economic Policy 
, April 13, 1994 



WHAT DO YOU THINK OF THE STARK PROPOSAL? 


QUESTION: Mr. Secretary, what do you think of Chairman Stark's 
health reform plan that was recently approveq by the Subcommittee. 
on Health of the Ways and Means Committee? 

ANSWER: First, I would like to commend Pete Stark for making a 
major contribut:ion to health care reform by moving the 
legislative process forward so effectively. 

The proposal approved by Chairman Stark's Subcommittee 
incorporates significant elements of the Administration's plan, 
though it departs from our plan in some major respects. As you 
know, we have said that ~e are willing to be flexible with 
respect to the spec!..fics of our proposal, but the one element the 
President will insist ~pon :5 guaranteed he~lth insurance for 
everyone. I am pleased t!1a 1: '~!1airman Stark IS proposal, like the 
Administration's bill. dould guarantee coverage for all 
Amer icans, and wou 1d :':0 so C'/ calling upon employers to take 
responsibility for r~eir ~3ir share of the cost. 

I don't think it ',.;ou1j be '...;seful for me to comment on the 
specifics of Chair~an stark's proposal because it is now a work
in-progress bf3ing c8nsidered by Chairman Rostenkowski's full Ways 
and Means Corrun:ittee, . ::n addition, it is premature to comment on 
the particulars because CBO has not yet estimated the effects of 
the Stark proposal. 

The Stark plan would not fully meet the s~andard of guaranteed 
private health insurance for all Americans, in that it provides 
for a public: plan ("Medic3re Part Cit) .to c;:over low-income 
individuals and employees of small businesses that choose the 
public plan. However, the Stark proposal' is far from being a 
single-payer plan. 



WHAT DO YOU THINK OF THE DINGELL PLAN? 

QUESTION: Mr. Secretary, what are your views on the proposal 
reportedly be.ing circulated by Chairman Dingell among the members 
of the House Energy and Commerce committee?' In this connection, 
what does the Administration think of the so-called "carveout" 
proposals thait would basica lly exempt small employers from an 
employer mandate? 

ANSWER: So far as I am a'..Jare, my good friend John Dingell is 
continuing to craft ~lS proposal, so at this point his plan is 
still a work-in-proaress. 

A number of peopl~ ~~ Conoress and elsewhere have discussed 
possible proposals :~ exe~Pt ~mall business entirely from th~ 
responsibilities t~at 3ll :t~er employers would be asked to bear 
1n helping to achIeve guar3n~ced private health insurance 
coverage for all ..\;ncr::::::.ns. 

There is no questi::::n :~at ~:: .:.s extremely important to consider 

carefully the il.lpact ~ f 3ny t".eal th reform plan on small business 

and on business generall'/. _;s you know, the approach taken in 

the Administration's oill ~s essentially to 


• provide a pre~IUI.l cap for all em~loyers that places an' 
upper limit on ~~eIr responsibility for the costs of 
covering their cm~loyees . 

• provide substanti::.l premium discounts to small and low
wage firms, including self-employed ~eople, and 

. I 

• assist many s~all businesses by making health care 
premiums 100% '.:.ax deductible for the self-employed. 

f 
In considering the alternative approach of exempting small 
employers entirely tram any requirement to contribute to cover 
their employees, it :"5 ir:lportant to think through the possible 
consequences very c3refully. For exampl~ -- in addition to the 
key questic,n of how ~uch a total exemption would cost -- to what 
extent would such a '~carveout" encourage 'firms below the size 
threshold to stop grow lng, -..,;hile encouraging firms above the 
threshold to take special measures to reduce their size, such as 

• "ou1:sourcing" -"ark they now do in"ihouse by subcontracting 
with smaller firms, perhaps spinnin~ off part bf their work 
force or dividing up into smaller entities, each of which 

'might qualify tor the carveout; 

G reclassifying theIr employees as independent contractors, 
or 

• simply terminating some employees in order to "downsize"? 

http:ncr::::::.ns


These kinds of responses ,by employers may be more likely to . ' result from a carveout that creates a "c11ff~ effect, as opposed 
to a sliding-scale approach that phases down the employer's 
obligation as it gets 'larger [the Administration'sapproach). 
"Outsourcing" could cost billions'in terms of additional 
subsidies for business, and employer attempts to "game" the 
system in order to qualify for. exemption cou~ld make it 
significantly harder to enforce the rules. ' 

A small-business carveout would also raise the question whether 
it is appropriate to ask the employees of the exempt firms to pay 
more because their employers would not be p~Ying any portion of 
the premium. 

. I 

, 
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J.S. Senator David Boren of Oklahoma 

453 Rlissell Building 	 cont:.'l<.:[; 

John Dceken (202) 224-4721 Washinfl8it ~l9,.'I'E RELEASE 
Nkk Hathaway ( , MONDAY, JANUARY 17, 1994 

BOREN URGES CAUTION ON HEALTH CARE REFORM 

Senatol; David Boren, speaking before the annual banquet of 
the Wewoka Chamber of Commerce, said tonight that the health care 
plan but fOl:-ward by President Clinton needs to be .. substantially 
changed" by Congress during consideration this year. Boren 
delivered his most detailed criticism of the Administration's 
health care proposal since it was unveiled by the President. 

"While the American p.eople want health care reform, Congress 
must rememb,er that we are dealing with one-seventh of our total 
economy, II s.~id Boren. "Any major mistakes could be devastating 
to our economy." 

As Congress prepares to consider the Clinton health care 
reform proposal when it reconvenes January 25, Boren outlined 8 
key 'principles tha,t he said must guide any changes to the 
American health care system. Boren, a member of the Senate 
.Finance Committee which has jurisdiction over ~ealthcare, said 
his guiding principles in the upcoming debate are as follows: 

o 	 Freedo'm of Choice Must Be Maintained -- people should not be 
forced to go into group plans if they do not want to do so. 
Patients must be allowed the option :of selecting individual 
doctor~ and specialists if they want. 'Th. doctor-patient 
relationship is too important and,too personal to force 
patients and doctors who do not want to wc;>rk together to do 
so. 

I 

o 	 Don't Eat Dessert Before the Spinach Costs should be 
reducE~d first and savings found before promising new 
benefits. By e'nacting savings first., we can avoid providing 
benefits that we later find we cannot afford. Benefits 
should be phased in only as we have· the money for them under 
a "pay-as-you-go" plan. ! 

o 	 Small Businesses Cannot Be Left Holding the Bag -- If costs 
of he,alth care are underestimated, then payments to small 
businesses to offset costs could be reduced or eliminated/ 
leaving them with much of the burden. Since small 
businesses create most of the new jobs, the economy would be 
severely damaged by putting small firms out of Dusiness. 

-more
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o 	 Don't Overlook Rural Areas and Small Communities -- There 
are not enough incentives in the curr~nt plan to assure 
survival adequate medical services in, rural areas. 
wewoka saw its hospital close in 1991'. More needs to be 
done to assure Americans living in ru:ral area have access to 
quality heaJ,.th ·care. . 

o 	 Be Fai:r:' To Small Insurance Companies 'and Health Providers 
The final plan should not put small companies and providers 
out of business and leave only a few :huge companies in 
existen.ce. Smaller companies that do a good job should have 
a chance to survive. 

I 

o 	 Clit·ReCl Tape -- More red' tape, bureai.icratic overhead, and 
new paperwork requirements will only' increase costs.' 

. . I 

o 	 Centerf' of Excellence Must Be Maintained -- Centers like the 
Mayo Clinic, M.D. Anderson, Sloan Ke-tttering, our own 
Univer$ity of Oklahoma Health Sciences Center, and others 
associated with research and medical I education must ndt be 
disadvantaged because they provide the facilities and 
training to 'keep Alnerican medicine b~st in the world. 

a 	 Control Costs Through Medical Malpra~tice Reform -- Tort 
reform and a limitation of huge judgements in lawsuits must 
pe a part of 'any plan if we really want ·to reduce costs. 

"While I believe in reform, including universal coverage and 
portable beilefits, we must be very careful not to destroy the 
good parts (;:)f our present system and avoid wrecking the economy 
by underestimating the costs I" said Boren'. II It is very hard to 
~ive benefits to 30 million people not now receiving them and 
keep down C()sts without reducing the quality of health care. 

"I believe the Clinton plan still ha~ a long way to go to 
meet these objectives Congress must work hard to improve it." 

-30

http:existen.ce
http:heaJ,.th
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HEALTH CARE TALKING POINTS 

o 	 While I believe in reform, including universal coverage and 

portablte benefits, we must be very careful not to destroy the 

good p~lrts of our health care system. The plan put forth by 

President Clinton must be substantially changed by Congress 

during consideration this year. ; 


o 	 The Anlerican people want health care reform, but Congress 

must r'~member that health care spending is one-seventh of 

our total economy. Any major mistakes would certainly be 

devastating to our country's economic well being. 


o 	 I believe the following eight principles should guide the 

debate on health care reform: 


, 

1. 	 Freedom of Choice Must be Maintain~d -- People must not 

be forced to go into group plans if th~y do not want to do so .. 

Patienlts must have the option to select individual doctors 

and specialists if they want. The dO,ctor-patient relationship 

is too i.mportant and too personal to force patients and 

doctors to work together who do not want to do so. 


2.· 	 Don't leat the Dessert Before the Spinach ... We must not 

promise more benefits than we can atTord. Costs should be 

reduced first and savings found before promising new 

benefiltS. .By enacting savings first, we can avoid providing 

benefits that we later find we cannot ~afford. Benefits should 

be phased in only as we have the mo*ey to pay for the them 

under a "pay as we go" plan. ! 


3. 	 Small Businesses Cannot be Left Holding the Bag -- If the 

costs of health care reform are underestimated, then 

paymE!nts to small businesses to offset costs could be reduced 

or elhininated leaving them with much of the burden. Some 
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studies indicate that in the first year of the Clinton plan, 
employler spending could increase by $28.9 billion. Without 
. guaranteed subsidies, an employer mandate would certainly 
put small firms out of business. . 

, 

4. 	 Don't Overlook Rural Areas and Small Communities •• I am 
concerned the current plan'does not a:ssure adequate medical 
service:s to the one quarter of the U.S.; population in rural 
areas. In the last decade, undeserved· rural areas have 
struggled to recruit physicians and to keep hosptials 
operating. 

5. 	 Be Fai.lr to Small Insurance Companies and Health Providers 
•• The final plan should not put sman. cQmpanies and 
providl!rs out of business and leave only a few huge 
companies in existence. Smaller companies that do a good 
job sh()uld have a chance to survive. ; 

6. 	 Cut Rc~d Tape -- More red tape, bureaucratic overhead, and 
new paperwork requirements will only increase costs. Today, 
almost 25 cents of every dollar on a hospital bill goes to 
bureallcracy and paperwork ~- not patient care. 

7. 	 Centers of Excellence Must be Maintained -- Centers like the 
Mayo· Clinic, M.D. Anderson, Sloan Kettering, our own 
University of Oklahoma Health Sciences Center, and others 
associated with research and medical education must not be 
disad,'antagedbecause they provide t~e facilities and . 
training to keep American medic1ne the best in the world. 

8. 	 Help Control Costs Through Medical Malpractice Reform -
Tort reform and a limitation of huge:judgements in lawsuits 
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OKLAHOMA 


The history of Oklahoma has been one of sudden exhil~rating boom and protracted sickening 
bust. It was settled in a rush, first by the FiveCiviliz~d Tribes driven west by Andrew Jackson's 
troops over the Cherokees' Trail of Tears in the I 830s, .then by white settlers one morning in 
April 1889, When, in the great land rush memorialized in an Edna Ferber novel, the Rodgers and 
Hammerstein musical and half a dozen Hollywood movies, thousands of wou ld·be homesteaders 
drove their wagons across the territorial line at the sound of a gunshot, the most adventurous or 
unscrupulous of them literally jumping the gun-the Sooners. The heritage of these rushes 

. remains. Oklahoma celebrated the Year of the Indian in 1992, honoring the state's 67 tribes and 
spotlighting their council houses, historic sites and festivals. Oklahoma has the second largest 
Indian population of any state, 253,000 in the 1990 Census, though there are no reservations; but 
there has been much intermarriage over the years. and many Oklahomans proudly claim some 
Indian blood; assimilation into everyday life plus commemoration of historic traditions seem to 
have provided a better life for Native Americans here than approaches elsewhere. . 

Statehood came to Oklahoma late, in 1907, at which point it filled up with farmers, rising 
from L5 million people in 1907 to 2.4 million in 1930. Then, a decade of bust. Oklahoma 
literally went up in smoke, or rather dust, as soil loosened by erosion was whipped into giant dust 
clouds: the Dust Bowl. "On a single day, I heard, 50 million tons orsoil were blown away." John 
Gunther reported later. "People sat in Oklahoma City. with the sky invisible for three days in a 
row, holding dust masks over their faces and wet towels' to protect their mouths at night, while 
the farms blew by." Okies headed in droves west out U.$. 66 to the green land of California and 
Oklahoma's population sank to 2.3 million in 1940 and 2.2 million in 1950, not to reach its 1930 
level again until 1970. 

Then another boom-this time from oiL As the oil shocks of 1973 and 1979 sent oil prices up, 
Oklahoma's population rose from 2.5 million in 1970 to 3 million in 1980 and 3.3 million in 1983. 
Then. with the collapse of oil prices and of Oklahoma's farm economy as well, bust again. A 
giddy rise was followed by a giddier fall: the rig count fell from 882 in January 1982 to 232 in 
February 1983,128 in 1986 and 93 in 1989. Just as the dust cloud symbolized Oklahoma's 1930s 
bust, so the auction of oil drilling equipment was a symbol of the 1980s calamity. The 1990 
Census reported just 3.1 million Oklahomans. The nation's lowest unemployment state in the 
early 19805 recession, Oklahoma suffered during the late 19805 boom. but it was hurting leSs 
than most states by the early I 990s recession and the unemployment rate actually declined in 
1992. 

But in the meantime. Oklahoma has been going through extraordinary political turbulence. 
Its partisan patterns had seemed well-set: most of its ·early settlers were southerners, and 
historically it has been Democratic. But the Oklahoma ~ity and Tulsa metropolitan areas. which 
now contain more than half the state's people, have been trending Republican since the 1950s; 
Little Dixie in the south remains Democratic, while the'northern wheat counties are Republican. 
The post-<lil boom years saw the election of a Republican governor in 1986 and a Democrat in 
1990; Oklahoma voters were disgusted by a stubborn budgetary crisis and were among the first 
in the nation to impose term limits on their state legislators in 1990. Then they saw their 
governor afflicted by bi7..arre personal tragedy and charges of tawdry corruption. Amidst all this. 
it was probably a good idea to focus on Oklahoma's not too lengthy history and on its Indian 
heritage, and to build an appreciation of enduring strepgths. 

Governor. The governor of Oklahoma, Democrat David Walters, has had one of the most 
turbulent terms of any governor in the land. He came to office after an eight-year career as a real 
estate developer and a 1990 campaign in which wHo charges were hurled, and which has 
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generated charges that still dog him more than two years later. The initial favorite in 1990 was 
Little Dixie Congressman Wes Watkins who raised over $1 milI'ion, called for more jobs and 
attacked Walters for "illegally flnancing" his 1986 gubernatorial bid; Walters contended that 
Watkins had gotten rich while representing a poor district. Watkins led by 3,838 votes after the 
Democratic primary; stressing term limits, Walters won the runoff 51 %-49%. In the Republican 
primary, restaurateur and former TV anchorman Vince Orza led with 40% and former federal 
prosecutor Bill Price had 27%; in thaf runoff Price, stressing his conservative credentials. won 
with 51 %. The general election. featuring many personal charges. resulted in a 570/c-33% 
Walters victory; this was not just a partisan triumph, as RepUblicans won for treasurer and 
corporation commissioner. 

Almost immediately, Walters was ~the subject of a federal grand jury investigation of his 
campaign finances, which ended withQut an indictment. He was also beset with tragedy when his 
19-year-old son committed suicide, after being arrested on drug paraphernalia possession 
charges and badgered by television. newsmen; Walters devoted his 1992 state of the state 
message to a bitler denunciation of the media, and said later, "If it were not for several thousand 
negative headlines and two years of an' incredibly unusual and trying investigation, my son would 
still be alive." But in early 1993, Attorney General Susan Loving. a Walters appointee. was 
conducting a state grand jury investigation of whether Walters suppor/ters exceeded contribution 
limits by giving money in the name of friends and relatives; a top Walters aide was indicted for 
forgery in February 1993, It was also investigating whether Walters was given a briefcase with 
$30.000 in cash from nursing home owners during the campaign; Walters angrily denied all the 
charges. . 

While all this was going on. Walters was making a record in many ways successful. When'he 
came to office. state government was 'still struggling to adjust to a two-thirds drop in the oil and 
gas revenues that had provided one-third of the state budget, and a controversial $230 million 
education-tax reform package. Walters got his version of the state education reform package 
endorsed in a 1991 referendum. In 1992, he got approval of a higher education bond package 
and held down taxes and spending. hi February 1993, he proposed a 9% across-the-board cut in 
most spending but an increase in edllcation. In March 1993, Walters proposed a lottery. with 
half the proceeds to be used for capital spending. In early 1993, it was not clear whether Walters 
would run in 1994, and whether the central accomplishment of his administration would be 
governmental success or political scandal. Possible rivals include Democrats Watkins, Lieuten
ant Governor Jack Mildren' and state House Speaker Glen Johnson; Republican possibilities 
include Orza, former Justice Department appointee Frank Keating, state Corporation Commis
sioner J. C. WallS, one of the few ,statewide elected black Republicans in the country. and 
Oklahoma City Mayor Ron Norick.: 

Senators. One of the few senators with memories' of Washington in the I 940s, when he was a 
congressman's son, David Boren is an active member of the Senate in the I 990s. A key "ote on 
the Senate Aoor and especially on the Finance Committee, Boren has been pushing for process 
and procedural reforms in. response to the complaints so many citizens have about the workings 
of Congress. He also has played a role on foreign policy, as chairman of the Intelligence 
Committee from 1987 to 1993. Although Boren bucked the Bush Administration on some issues, 
voting against the Gulf war resolution in January 1991, he also cleared the way in fall 1991 for 
the confirmation of CIA Director Robert Gates. Boren rotated off Intelligence in 199J, but 
retains an interest in foreign aid programs, pushing for a probe of the BNL scandal and working 
for a consensus on aid to Russia. . 

But a great crusade for Boren i~ campaign finance reform. His bills. supported by most 
Democrats as well as Common ¢ause, are the leading legislation for providing limits on 
campaign spending and PAC contributions and some measure of public financing (he has never 
accepted PAC money himself). But his attempts to bridge the gaps with Republicans opposed to 

spending limits and public financing have failed: a Bush veto in 1992. and most recently in 
seemingly deadlocked meetings with Kentucky Senator Mitch McConnell in early 1993. Boren 
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still has hopes to win enough vOl:es to get cloture, and passage of a bill through the Senate, His 
~ater problem may be the House, where Democrats are loath to give up the enormous fina~ncial 
lantages they enjoy under the current system, Boren would also further restrict lobbying by 

ex-{)fficials, jn agreement with President Clinton (although Clinton aide George Stephanopoulos 
appears to have trespassed on the existing law when he met with his former House bosses during 
the 1992 campaign), Now co-<:hairman, with Congressman Lee Hamilton, of the Joint, 
Committee on the Organization of Congress, Boren has promised to come out with reform 
proposals by late 1993, 

As a moderate to even conservative Democrat, Boren started off 1993 as a thorn in the 
Democrats' side, He and John Breaux of Louisiana pushed in early 1993 for cuts and delays in 
spending in the Clinton econcmic stimulus package until deficit reduction measures' had 
actually been passed. Robert Byrd used parliamentary procedures to prevent any vote on Bbren
Breaux, which had it been accepted might have prevented the successful Republican filibuster, ' 
On the Finance Committee, whi·:h Democrats control only 11-9, Boren. always hostile to energy 
taxes and regulation, quickly opposed the Clinton energy tax and threatened to use his swing 
vote against any type of Btu ta>:, 

Boren has long been a popular figure in Oklahoma politics, He was elected governor in :1974 
as a reformer, with 64% of the vote against current I st District Congressman James Inhofe, He 
has won 65%, 76% and 83% in successive elections for senator-the last two are Oklahoma 
records. In 1990, against a candidate who filed at the last minute, he carried 2,352 of 2,354 
precincts, , 

In 1980, Don Nickles was a 31-year-{)ld small businessman from Ponca City, a Catholic 
running for the Senate with the support of Protestant evangelicals-a strong base in the home 
state of Oral Roberts, Since that time, he has been a U,S, senator of strong convictions and 
durable political strength and one of the most conservative members, Several threads run 
through his record, One is oppo:;ition to energy taxes and regulations; he backed the successful 
fights to deregulate oil and natu.al gas prices, to repeal the windfall profits tax and to repeal the 
55-mile-per-hour speed limit. He supported drilling in the Arctic National Wildlife Refugy and 
opposed increasing CAFE standards for cars, He put into the 1992 energy bill measures 
changing the alternative minimum tax for oil and natural gas and strongly opposed the Clinton 
Btu tax. Another thread is protection against the AIDS virus: he legislated al procedure for 

. DS testing of convicted rapim and sex offenders and got the Senate on record during the first 
.nton months, 76-23, against allowing HIY-positive immigrants into the U,S, Nickles favors 

Internal reforms like limiting congressional franking and applying to Congress the laws it applies 
to others; he was one of the backers of the 203-year old Madison amendment which banned mid
term changes in'congressional pay. He is strongly supportive of Israel, and passed a bill to stop 
military and economic aid to Jordan, He advocates judicial changes such as blocking criminals 
from using bankruptcy to avoid paying restitution to victims, and linking recipients welfare 
payments with their children's school attendance, He wants to shore up the Pension Bbefit 
Guaranty Corporation to prevent savings and loan-type losses, 

Nickles is solidly partisan and headed the National Republican Senatorial Committee during 
the 1989-90 cycle, when Republicans lost one seat with the upset victory of radical Democrat 
Paul Wellstone in Minnesota, In D,ecember 1990, Nickles ran for Republican Policy Com£1.1ittee 
chairman, and beat Pete Domi!riici 23-20 on the second ballot. Domenici backed the 1990 
budget summit lax increases while Nickles opposed them insisting. "You are going to see a 
Republican Party that is unified against tax increases," Evidently so: in December 1992 Nickles. 
kept the post without opposition, In Oklahoma, Nickles has run stronger than many in 
Washington expected. In 1986, he faced Jim Jones, Ways and Means member and Budget 
chairman in the first Reagan term. But Jones ran some smirky ads ..and Nickles's sincerity 
seer1}~d to strike a chord with voters; he won 550/0-45%, In 1992, his Democratic opponent was 
Steve Lewis, who had worked his way up from poverty to become speaker of the state House. 
and had run unsuccessfully for gov,ernor in 1990, Nickles attacked him as a Ted Kennedy clone 
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who would raise taxes, and won 590/0'-38%" the best showing for a Republican Senator in 
Oklahoma since 1924. I 

Presidential politics. Oklahoma in many elections has been the most Republican of southern 
states; in 1992 it was the least Democratic, casting 34% for next-door neighbor Bill Clinton (but 
then, George Bush and Ross Perot are neighbors as well). There are relatively few blacks here, 
no large quarter of urban singles, not many Mexican-Americans and no liberal-inclined Native 
American'voting bloc; Oklahomans with a Democratic heritage tend to be conservative on 
cultural, foreign and some economic issues, and find national Democrats unappealing, even 

'- southerners like Bill Clinton and Jimmy Carter. 
Oklahoma was not on anyone's list of target states in 1992. Nor was it the subject of much 

attention as one of the southern Super Tuesday primaries, when it voted overwhelmingly for 
Clinton and Bush. It was more interesting in 1988, when it voted solidly for Al Gore (a very 
distant relation of onetime Oklahoma Senator Thomas Gore, grandfather of writer Gore Vidal) 
and by the narrowest of 'margins for George Bush over Kansas neighbor Bob Dole: 

Congressional districting. For the I990s, Oklahoma was fortunate not to lose a congressional 
district. Control was in Democrats' hands, and in May 1991 the Governor signed the 
legislature's "incumbent protection plan," as ore state legislator called it. The plan strengthened 
Democrat Mike Synar in the 2d District and Republican Jim Inhofe in the 1st by slicing heavily 
Republican southeast Tulsa from the 2d and restoring it to the 1st. 

The People: Est. Pop. 1992: 3,212,000; Pop. 19.90: 3,145,585, up 2. 1% 1990-1992. 1.3% of U.S. total, 
28th largest; 32% rural. Median age: 33.2 years. q.5% 65 years and over. 82. I % White, 8.0% American 
Indian, 7.4% Black, 2.7% Hispanic origin, 1.1% Asian, 1.3% Other. Households: 57.7% married couple 
families;.28% married couple fams. w. children; 44% college educ.; median household income: $23,577; 
per capita income: $11,893; 68.1% owner occupied housing; median house value: $48,100; median 
monthly rent: $259. 5.7% Unemployment Voting age pop.: 2,308,578. Registered voters (1992), 
2,302,279; 1,452,949 D (63%), 775,754 R (34%), 73,576 unaffiliated and minor parties (3%). 

Political Lineup: Governor, David Walters (D); LL Gov., Jack Mildren (D); Secy. of State, John 
Kennedy (D); Atty. Gen., Susan Loving (D); Tr~asurer, Claudette Henry (R); Auditor, Clifton Scott 
(D). State Senate, 48 (37 D and II R); State House of Representatives, 101 (68 D and 33 R). Senators, 
David Lyle Boren (D) and Don Nickles (R). Representatives, 6 (4 D and 2 R). 

1992 Presidential Vote 1988 Presidential Vote 

Bush (R) .................. 592,929(43%) Bush (R) ......... , . . . . . .. 678,367 (58%) 
Clinton (D) .......... , ... ,. 473,066 (34%) Dukakis (D)., .............. 483,423 (41%) 
Perot (I)....... , ....... , . .. 319,878 (23%) 

1992 Democratic Presidential Primary 1992 Republican Presidential Primary 
Clinton ... , . . .. . . . . . . . .. .. 293,266 (70%) Bush..... . .......... 151,612 (70%) 
Brown ..... , .. , , , , . , , . . 69,624 (17%) Buchanan. . . . . . . . . . . . .. 57,933 (27%) 
Woods .. , ........ , ..... , .. 16,828 (4%) Other....". .. 8,176 (4%) 
Other'... , , , .......... , . , . .. 36,411 (9%), 
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MEMORANDUM FOR SECRETARY BENTSEN 

FROM: 	 Kevin Varney 
Scheduling Office 

I 
SUBJECT: 	 Health Care Briefing for Economic Team 

Date and Tim~~ 	 Tuesday, July 19, 1994 11:30 am 

Location 	 Roosevelt Room 
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overview 

One hour press events are being planned for Wednesday and 
Thursday fc)r Secretary Bentsen, Bob Rubin, Laura Tyson and Alice 
Rivlin to discuss about health care issu~s. A pre-briefing is 
scheduled for Tuesday at 11:30 am in theiRoosevelt Room. 

The format. of the press events will be as follows; 

o 	 Secretary Bentsen will welcome the ptess and introduce the 
speakers . 

o 	 Each speaker will talk for approximately 7 minutes. 
- Laura Tyson -- insurance reform. . 
- Alice Rivlin -- cost containment. 
- Secretary Bentsen -- characteristfcs of the uninsured. 
- RobE~rt Rubin -- workforce issues. i 

o 	 A half - hour question and answer session will follow the 
presentations. 
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PROFILE OF THE UNINSURED: 
MYTH VS. REALITY . 

As health reform reaches a critical stage in Congress, fashioning the right solution 
requires having a clear understanding of the characteristics of the uninsured. Contrary to popular 
myth, the uninsured are not all poor, elderly, or otherwise vulnerable. In fact, over half of the. 
uninsured live in families where at least one spouse is afull-year, full-time worker. Roughly 84 
percent come from families whose head works at~eastart of the year. In addition, while even 
short exposures without insurance put people at si . lcant financial and health risk, being 
uninsured is predomin'ately a long-term problem. inally, tho~e who do purchase insurance, and 
taxpayers as a group, bear much of the burden of the uninsure~ -- through both "cost shifting" to· 
private insurance premiums and increased spending on.public.programs. 

Myth #1: The uninsured are unemployed. 

Reality: The uninsured are working Americans. 

The vast majority of the uninsured -~ 83.8 percent -- belong to working families. Federal 
programs already cover most of the non-working population .. Medicare provides near-universal 
coverage for those over 65, and Medicaid covers 50 percent o,f those in poverty and 25 percent of 

. those just above the poverty line. . , 

As a result, large numbers of the uninsured are clustered in working families with moderate 
incomes, who do not qualify for Medicaid. Insurers in gener~l charge higher rates to the self
employed and small businesses, which makes it difficult for t:hem to obtain affordable coverage. 

Job Status ~f the Uninsqred 

Full year. part-time 
6.6% Nonworking 

16.2% 

Part-year 
25.0% 
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Myth #2: The uninsured are poor. 
( I 

I 

Reality: The bulk of the uninsured have moderate incomes; many are middle-class. 

The vast majority of the uninsured -- 72 percent -- have incomes above the federal poverty 
threshold. While the average uninsured American family is a lower-income family, it is far from 
being in poverty. 

The bulk of the uninsured are in hard-working families for wh9m health insurance is 
unaffordable. Because small businesses and the self-employed have difficulty obtaining 
\affordable insurance, almost one in three of the uninsured is a tnember of a family making more . , . 

than $30,000 a year. 

Family Income of the 'Uninsured 

PI!rcent of Uninsured 

3~i% r---------------~-----__, 
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Myth #3: 	 For most o!tltellninsllred, being wit/lOut he~ItI' insurance is a short-term, 
rather than a long-term, problem. 

Reality: 	 54 percent of those uninsured today will be up-insured for more than two years. 75 
percent will be uninsured for more than a year. I 

Some have suggested that being uninsured is a short-term problem, not a long-term condition. 
Even short periods of time witho~t insurance do put people at significant financial and health 
risk. But being without health insurance is not a short-terIJl problem. A researcher from the 
University of Missouri reports that nearly 75 percent of uninsured Americans are "chronically" 
uninsured, and will remain uninsured for longer than one year. Less than one in twenty out of 
those uninsured today will obtain health coverage before they have been uninsured for five 
months. 

Distribution of Uninsured, by Time without Coverage 

Percent of the Uninsured 
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Myth #4: 	 The uninsllred are mainly young and healthy; they choose not to buy 
insurance. 

Reality: 	 Almost one quarter of the uninsured are childien. Nearly half of the uninsured 

are over 30 .. Less than 30 percent of the uninsured are between 18 and 30· 

years of age.. 


While a disproportionate share of the uninsured are young, this is the result of low incomes and 
poor access to' affordable insurance. ' 

Age of the Uninsured 

Percent of the Uninsured 
35%r-----------------------------------------~_, 
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Myth #5: 	 I /rave health insurance-the uninsured do not affect me. 

Reality: 	 -- Americans who lose their jobs may well become uninsured. 

-- Private insurance costs are high because of the uninsured. 

-.:. Taxes are higher because of high Federal health costs. 


I 

Nine out often Americans with private health insurance receive insurance through employers. 

Those who lose their jobs for an extended period oftime may well lose their health insurance. 


In addition, the uninsured place a large direct burden on those who do have insurance -- through 
higher taxes and through higher private insurance premiums., The effects of a large uninsured 

. population go well beyond the individuals without coverage. 'The uninsured do receive health 
care -- often in emergency rooms, at very high costs. Hospitals and doctors raise the fees they 
charge those who have private insurance in order to cover the bill for the inefficient, high-cost 
services received by the uninsured. . 

The lack of private health insurance for some raises taxes for all. Some say the obvious solution 
is to cut, or "cap," federal health care spending. But cutting Medicare and Medicaid puts 
pressure on doct()rs and hospitals to raise the fees they charge those with private insurance. As 
the government pays less, everyone else pays more. 

According to the Congressional Budget Office, unreimbursedcosts for hospitals alone totaled 
over $28 billion in 1991. As a result. private payers are charged substantially more by hospitals 
than the actual cost of their services. 

'. Hospitals' Unreimburs,d Costs, 19811-1991 

Percentage of Hospitals' Total Costs 

14% r---------------------------~~--------_, 

, .12% 
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10% 

8% 
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. Myth #6: 	 An employer mandate is not necessary tofu: the health care!1ystem, or to 
decrease the number ofuninsured. " 

Reality: 	 The United States has an employment-based h~alth care system. The major cause 
of increasing numbers of uninsured is employers dropping coverage. 

According to the March 1993 Current Population Survey, nine out often of the nonelderly who 
purchase private insurance obtain it through the workplace. ' 

. Recent increases in the number of uninsured can be attributed to a decline in the number of 
employers who offer coverage. The share of the nonelderly population with employment-based 
coverage declined from 66.8 percent in 1988 to 62.5 percent in 1992. This fall was partly offset 
by a rise in the number of nonelderly Americans with publicly-financed health insurance -- from 
12.4 percent to 	15.1 percent. Even with this boost in publicly.-financed coverage, the share of the 
non-elderly who are uninsured grew from 15.9 percent of the population in 1988 to 17.4 percent 

. in 1992. . . 

Source of Private Health Insurartce, 1992 

Employment Based 
69.6% 

Other Private 
10.4% 
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Conclusion 

For millions of .Americans with health insurance, the fear of losing their health coverage is a 

constant source of insecurity: over 38 million Americans were uninsured at some point in time 

in 1992. . 


I 

Universal coverage is a universal issue. It is not simply about the unemployed, the poor, and or 
the young and healthy. Hard-working Americans are disadvantaged by today's health care 
system, and have the most to gain by reform that includes universal coverage. Today, the 
statistics show that the poor and elderly are covered by goverriment programs, while millions of 

. working Americans and their families are unirisured. Universal coverage is essential to 
strengthen the link between work and security. 

It makes sense to build on the employer-based system. Most people today with private insurance 
obtain it through their employer -- it is a system that works fot the vast majority of Americans. 
With universal coverage, small business will pay the same rates for the same coverage as do 
large businesses, and those who purchase insurance will no longer pay for those who do not. 

NOTES 

Unless otherwisi~ indicated, all numbers come from the March 1993 Census Population Survey. 
All CPS numbers refer to the non-elderly population (less than 65 years of age). 

1. Whither the Health Care Crises? Misinterpretations ofChronically Uninsured Estimates, 
Timothy McBride, University of Missouri-St. Louis, April 1994. 
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Total Uninsured in 
Uninsured Working Proportion of Uninsured 

District Representative (OOO's) Families (OOO's) in Working Families 

1 Sonny Callahan 102 80 79.0 
2 Terry Everett 97 78 79.7 
3 Glen Eirowder 102 81 79.0 
4 Tom Bevill 101 80 79.4 
5 Bud Cramer 91 73 80.~ 

6 Spencer Bachus: 
. I 

85 68 80.6 
7 Earl F. Hilliard 116 90 77.5 

Total 694 550 79,3 



Alaska 


District Representative 

Total 
Uninsured 

(OOO's) 

Uni~sured in 
Working 

Families (OOO's) 
Proportion of Uninsured 

in Workinq Families 

1 Don Young 84 76 90.5 



Arizona 


Total Uninsured in 

Uninsured Working Proportion of Uninsured 


District I~epresentative (OOO's) Families (OOO's) in Working Families 


1 Sam Coppersmith 86 80 ·93.3 

2 Ed Pastor 129 113 87.3 

3 Bob Stump 78 71 90.6 

4 Jon Kyl 77 72 93.3 

5 Jim Kolbe 84 75 90.1 

6 Karan English 87 77 88.6 


Total . 479 416 86.8 


~------------------~-----------------------------------------------~ 
I 



Arkansas 


Total 
. Uninsured Proportion of Uninsured 

District I~e resentative OOO's) in Workin Families 

1 Blanche M. Lambert 126 109 86.1 

2 Ray Thornton 114 100 87.6 

3 Tim Hutchinson 118 104 87.6 

4 Jay Dickey 120 104 86.1 


Total 5,937 5,052 85.1 




'Colorado_. 

Total Uninsured in 

Uninsured Working Proportion of Uninsured 
District Flepresentative (OOO's) Families (OOO's) in Working Families 

1 Patricia Schroeder 80 66 81.6 
2 David E. Skaggs 63 53 ·85.3 

3 Scott Mcinnis 79 65 82.1 
4 Wayne Allard 76 64 83.3 
5 Joel Hefley 58 48 82.3 
6 Dan Schaefer 55 48 86.0 

Total 412 343 .83.3 



Connecticut,'
i 

Total 
Uninsured Proportion of Uninsured 

District Re resentative OOO's\ in Workin Families 

1 Barbar.a B. Kennelly 

2 Sam Gejdenson ' 
,

3 Rosa L. Delaura 

4 Christcpher Shays 

5 Gary A. Franks 
l 

6 Nancy L. Johnson 

Total 

I ' 

46 

41 

44 

43 

40 

39 
I 

'255 

37 

33 

36 

35 

33 

32 

206 

, ' 

BO.O 

BOA 

BOA 

BO.2 

B1.6 

B2.3 

BO.B 



LMB -- Journalist/Opinion-Leaders -
dr~ft 4 (8.5 minutes) (prepared by Ilene) 

• 	 WELL, I DON'T THINK WE'Lt PRODUCE .ANY 

HEADLINES TODAY. THE HE~DLINE WILL 
BE IN A FEW WEEKS: "CONGRESS PASSES 
HEALTH CARE REFORM." BUT BETWEEN NOW 
AND THEN, YOU'LL BE FLOODED WITH 
COMPLEX -- lAND CONTRADICtORY -

, . 

INFORMATION., . 
SO, WE WANT A CANDID 

DISCU~;SION .: 

• TODAY'S AGENDA IS THIS: IN THE FIRST 
I 

HALF l:fOUR, lOR. TYSON WILL DISCUSS 

INSURj,~NCE REFORM ... DR. ,RIVLIN, 

! . 



. I 

2 

COST 'CONTAINMENT ... I'LL SHARE 
INFORMATION DEVELOPED ByiTREASURY ON 
THE D£MOGRAPH~CS OR CHARACTERISTICS. , 

, ' , 

OF 	 THE UNINSURED ... AND:BoB RUBIN 
WILL REVIEW, . WORKFORCE ISSUES. 
THEN WE'LL: OPEN IT UP FO~ QUESTIONS 
AND COMMENTS . 

• 	 LET ME'SAYONE THING BEFORE LAURA 
STARTS. MOST OF YOU KNOW WHEN I WAS 
IN THE SENATE, ALONG WITH CHAIRMAN 
ROSTENKOWSKI, I ,, 

AUTHORED:AN 
! 

\ 
\ 
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INCREMENTAL BILL -- TO CR~ATE 
VOLUNtARY ALLIANCES; ADDRESS 
INSUR~~NCE ISSUES LIKE CHERRY PICKING 
AND PORTABILITY; ADD PREVENTIVE 
BENEFITS TO MEDICARE; AND MAKE 
PREMIUMS FULLY DEDUCTIBLE FOR THE 

, 

SELF~INSURED. My BILL PASSED THE 
SENATE -- TWICE -- BUT IT DIDN'T MAKE 
IT INTO LAW. NOT BECAUSE OF 

. ,
SUBSTANCE, BUT BECAUSE OF POLITICS. 

I . , 
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I WRotE AN INCREMENTAL BILL, BECAUSE• 
I FEL"r IT WAS THE BEST WE COULD GET 
THROUGH -- AT THE TIME. PRESIDENT 
CLINTON FEELS -- AND I CO~CUR -

I 

WE CAN DO BETTER NOW. T~E TIME IS 
RIGHT, AND WE HAVE A PRESIDENT WHO IS 
FULLY COMMITTED. IT'S DiFFERENT ON 
THE REPUBLICAN SIDE, TOO. WHEN" IN 
YOUR 'WILDEST DREAMS DID YOU THINK BOB 
DOLE WOULD PROPOSE A BILL CALLING FOR 
$100 BILLION IN SUBSIDIES? 

I 
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INTRODUCE LAURA: 

INTRODUCE ALICE,

I 


• ,I WANT TO DISCUSS THE CHARACTERISTICS 
OF THE UNINSURED.-
THREE CHARTS, I'LL 

WITH THE HELP. 
GO OVE~ THREE 

OF 

MYTHS, AND THE REALITIES. 
SLIDE 1 : 

• THERE'S A MYTH THAT UNINSURED ARE 
UNEMPLOYED. THE REALITY IS, THEy'RE 
WORKI:NG AMERICANS. THE~AST MAJORITY 

.. 
, 

. I , 
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-- ALMOST 85 PERCENT -- ARE IN 

WORKINIG FAMILIES. , 


• 	 THIS CHART SHOWS THE JOB STATUS OF 
THE UNINSURED. 52 PERCEN~ WORK FULL 
YEAR, FULL~TIME ... 7 PERCENT, FULL 
YEAR, PART-TIME ... 25 PE~CENT 

. 	 , 1 

PART-YEAR ... WHICH LEAVES ONLY 

16 PERCENT NOT WORKING. 


• 	 AMERICANS YOU'D EXPECT TO BE ' 
UNINSURED -- THE POOR, THE ELDERLY OR 
THE D'ISABLED -- ALREADY HAVE COVERAGE, 

, 

! , 

I 

, I 
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, 

THROUGH MEDICAID, MEDICARE, AND OTHER 
PUBLIC., PROGRAMS~ SUCH AS VA. SO, 
THAT LEAVES MOSTLY MIDDLE~INCOME 

I 

WORKING FAMILIES AS THE O~ES WITHOUT 
iINSURANCE. I 

. I 

• 	 AND THESE UNINSURED ARE NOT POOR. 
THREE-FOURTHS HAVEMODERA~E INCOMES 
-- ABOVE THE POVERTY THRESHOLD. 
ONE IN THREE IS A MEMBER ~F A FAMILY 
MAKING MORE THAN $30,000 

i . 
~YEAR. 
I 

I 

I 
, 
I 

,I 

I 
I 

.j 

I . 
I 

,I 
j, 
I , 
! 

i 
I, . 
; 

,J 

I 

I . 
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SLIDE 2: 

• 	 THE SECOND MYTH IS THAT THE UNINSURED 

I 

ARE ALL YOUNG, HEALTHY PEOPLE WHO 
CHOOSE NOT TO BUY INSURANCE. 
THE'REALITY IS, 44 PERCENT ARE OVER 
THE AGE OF 30. 

• 	 You CAN SEE FROM THE CHART THAT ONE 
QUARTER ARE CHILDREN. THAT'S CAUSED 

j 

BY A COMBINATION OF LOW INCOMES AND 
HIGH INSURANCE PREMIUMS. : BUT LOOK AT 
THE 18 TO 24 YEAR OLDS AND THE 25 TO 

.' ' 
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29 YEAR OLDS. TOGETHER, THEY COME TO 
ONLY :-10 PERCENT. 

• 	 THIS SAYS TO ME, THAT MOS~ PEOPLE WHO 
ARE UNINSURED EITHER HAVE: AN EMPLOYER 
WHO DOESN'T PROVIDE COVERAGE, OR THE 

i 
WORKER CANNOT'AFFORD TO BUY IT 
WITHOUT SOME HELP WITH THE COST OF 
THE PI~EMIUM. 

• 	 AND FOR MOST OF THE UNIN~UREDr 
BEING WITHOUT INSURANCE, ,;IS A 
LONG 'TERM, NOT A SHORT-TERM PROBLEM. 
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THE UNIVERSITY .OF MISSOUR~ CALCULATES 
THAT NEARLY 75 PERCENT OF: UNINSURED 

WILL REMAIN UNINSURED FO~ AT LEAST A 
YEAR. 

SLIDE 3 

•. 	THE THIRD MYTH: THERE A~E THOSE WHO 

THINK THAT IF "I HAVE INS:URANCE - 
THE UI~INSURED DO NOT AFFECT ME. II THE 

I 

REALITY IS-THEY AFFECT YQU -- A LOT. 
, 

. i 

I . , 
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I 

0• 	 INSURANCE COSTS ARE HIGHER 
TAXES ARE HIGHER BECAUSE OF HIGHER 
FEDER;AL HEALTH COSTS ... : 

! 

AND AIMERICANS WHO LOSE THEIR JOBS MAY 
I 

WELL ,JOIN THE UNINSURED. ! 

• 	 You CAN SEE FROM THE CHAAT, IN 1981, 
ABOUT 7 PERCENT OF A HOS~ITAL'S COSTS 
WERE UNREIMBURSED COSTS. i IN 1991 
(THOSE ARE THE ,MOST RECENT NUMBERS WE 
HAVE), IT'S 13 PERCENT. ieAN YOU 
IMAGINE IF 13 PERCENT OF iYOUR READERS 

I , 

,I 
i 

I 
I 


I 

.1 , 

, 
, 

I . , 
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DON'T PAY THEIR SUBSCRIPT~ON. IF 13 
PERCENT OF YOUR ADVERTISERS DON'T PAY 
UP. You WON'T BE IN BUSINESS LONG, 

OR 	 YOU MAKE UP THE LOSSES! BY CHARGING 
OTHER CUSTOMERS MORE. 

• 	 ACCORDING TO THE CONGRESS~ONAL BUDGET 
OFFICE, UNREIMBURSED COST~ FOR 

. 	 I 

HOSPITALS ALONE TOTALED M~R~ THAN 
$28 BILLION IN 1991. As A RESULT, 
PRIVA1rELY INSURED ·PERSONS: PAY , 

. , 
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I 
I 

SUBSTANTIALLY MORE TO HOSPITALS THAN 
I 

• 
THE ACTUAL COST OF THEIR SERVICES. 

I 

WHEN THE GOVERNMENT PAYS LESS, 
, \ 

PRIVATE PATIENTS PAY MORE~ 
THE HOSPITALS AND OTHER P~OVIDERS, 

SHIFT COSTS TO PERSONS WITH PRIVATE 
INSURANCE. 

". LET ME CONCLUDE bY SAYING UNIVERSAL 
COVERAGE IS ESSENTIAL - ~O PROTECT 
THOSE WHO HAVE NO INSURANCE t THOSE 
WHO MIGHT LOSE IT, OR THO~E WHO 

I 

PAY 

i 
. \ , , 
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HIGHER PREMIUMS THAN THEYI WOULD IF 
, 

EVERYONE WAS COVERED. IT: MAKES SENSE 

i 

" 
. ;:: 

" 

TO BUILD ON THE EMPLOYER-~ASED 
SYSTEM, SINCE MOST PEOPLE: 

I 
TODAY 

OBTAIN THEIR INSURANCE THROUGH THEIR 
~\ 'I ' 

EMPLOYER. AND WE NEED TO!, MAKE SURE 
HEALTH CARE IS AFFORDABLE! TO BOTH 

EMPLOYERS AND EMPLOYE~S. I 

• As THIE PRESIDENT AND THE llFXRST LADY 
I 

SAY: UNIVERSAL COVERAGEiIS ABOUT 
I 

MIDDLE-INCOME WORKERS AND, THEIR 

, 

,l , 

, , , , 
, .I , , 

I 
I 



.I 
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694,000 PEOPLE IN A~ABAMA 


[llO NOT HAVE'HEALTH I~SURANCE, 


INCLUDING 542,000 IN WOR~ING FAMILIES 

. i , 

Number of Uninsured in Alabama 
I 
I 

i 

800,000 

600,000 

400.000 

200,000 

0'-----

'/ 

, 	 . 
• 	 ThE! uninsured are exposed to major health risks and financial 

insecurity. ' 
I 

• 	 People with insurance in Alabama pay higher premiums to cover 
the costs of caring for the uninsured,. 

I 

I 

• 	 Wnthout universal coverage, thousands of hard working people in 
AI'abama will remain ,at risk of losirlg their health insurance. 

, 

• 	 5~~2,OOO (79 percent),of the 694,000: uninsured in Alabama are in 
working families. ' , 

i 
I 
I 
) 

I. ' 
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102,000 PEOPLE IN ALABAMA'S FIRST DISTRICT 
I 

DO 	NOT HAVE HEALTH INSURANCE, 
, ' 	 I 

INCLUDING 80,000 IN WORKING FAMILIES 
, 	 I 

(Representative Sonny pallahan) 

'Number of Uninsured in Alabam~'s 1st District 
I 

120,000 

100,000 

80,000 

60,000 

,40,000 

20,000 

0'----- 
Total Uninsured ; 

I 

I 
, I 

i " I 
I 

~ I 
I. 

• 	 The uninsured are exposed to major h~alth 
, 

risks and financial 
• 	 .• j

insecurity. 
~ 	 ,, 

• 	 People with insurance in Alabama's 18t District pay higher 
, 

premiums to cover the costs of caring for the uninsured. 
, 	 ! 

, 

• 	 Withc)ut universal coverage, thousan~s of hard working people in 
Alabama's 1 st District will remain at ri'sk of losing their health 
insurance. " 

I 

, ' I 


• 	 80,0~)Q (79 percent) of the 102,000 uninsured in Alabama's 1 st 

District are in working families I 


I ' 

I I 

I 
= 



QuestiOl!: 

Answer: 

i 
I , 

DISTRIBUTION OF UNINSUR~D 

I 
I , 

Your data suggest that the uninsured are not equally 
distributed across states. IDoes that mean that a health 
reform bill' that achieves ,Iuniiversal coverage II will be 
more beneficial to residents ot certain states? 

Your observation is right, resi,dents of states with large 
numbers of uninsured stand to ~enefit substantially from 
universal coverage ... but it! is not correct to assume that 
persons who live in States with small percentages of 
uninsured won I t also benefit: , Let me explain.

I 

In order to protect against, loss of insurance as workers 
and their families move I across State lines, it is 
• . I I •

l.mportant to extend insuran,ce to every faml.ly. Moreover, 
many individuals and families: in states with relatively 
smaller numbers of uninsur~d do not have adequate 
coverage. A comprehensive'strindard benefit package will 
both assure portability; and upgrade coverage for 
millions. ' 

Office of Economic Policy 
July 18, 1994 
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! 
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Question: 

Answer: 

COSTS TO SMALL BUSINESSES 

I 

It strikes me that there is ~ I'~lip" side, if you will, 
to your argument that certain states with large numbers 
of uninsured will benefit most from universal coverage. 
Doesn I t that also mean that; sm,all businesses in those 
states -- where many working ~niBsured are concentrated 
- will have to bear a disproport~onately large financial 
burden under the employer mandate? 

Well, it is certainly true ~ha~ under the President's 
plan, all businesses -- including small firms -- are 
expected to help pay for the; cost of providing employer 
based coverage. And to the extent that they did not 
already do so , these business~s would have to make a 
contribution. But, it is very! important to point our 
'that small, low wage firms *ould b~ heavily subsidized 
through a system of discounte:d premiums. Moreover, 
small, medium and large firm~ t~at db offer insurance in 
those, states would benefit significantly in that they are 
currently carrying a very substantial cost-shift burden 
[paying for the cost of carin~ fbr the uninsured]. Since 
small firms suffer ~ost unde~ the current syst~m, these 
firms would be especially w~ll-aerved. by a better 
distribution of the cost of pro~iding care. 

Like the President, the coromittees dealing with this 
issue have acknowledged the 'need for a well-structured 
system of subsidies, and whiie ~he actual configuration 
of the subsidy is still evolv:ing" I feel sure that at the 
end of the day we will be abl~ t9 come together on a plan 
for helping individuals, families and firms make this 
change., : 

I 
" 

O~fice of Economic Policy 
July 18, 1994 



RELIABILITY OF DAT~ 
I 

Question:: 

How good is this data onc~ ilt is broken down into 
sUbstate regions like Congressional districts? For 
example, is it fair to assume :tha;t communities with large 
numbers of uninsured do not: provide adequate coVerage 
through public healthjclinic~ ~- services available to 
families but not captured in!th$ insured data? 

/
Answer: 

You're right, data is always ~et~er when it is aggregated 
-- that is, when you're dealing with data sets this 
large, you tend to be more accurate at the macro level. 

• 1

However, I am confident tha;t the methodology used to 
arrive at the congressional district breakdown is 
sound ... and I don't think~ you'll find any better 
breakdown than what the Treasury staff has assembled. 

, 

I 
Office of Economic Policy 

July 18, 1994 
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Question:: 

Answer: 

SOURCE OF DATA USED 
I ' 

" 

, ' , 

Is there anything new here, Mr. ~ecretary? My impression 
is that the d~ta you have inc~uded in this report is well 
known and already widely ava~lable. What should we look 
for here? 

I 

" 
You are right, much of the h~al~h coverage data has been 
produced for years by variousiagencies, organizations and 
university based researchers~ ~ut given the complexity 
and texture of this debate,' we thought you would 
appreciate having the most r~cent information about the 
uriinsured assembled in one plac~. I~ addition, what is 
new here is the breakdown of ~nfdrmation by Congressional 
district. : . 

, ! 
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Questic:m: 

Answer: 

I 

CONGRESSIONAL SUPPORT BY REGION 

Looking at the distributidn df the uninsured by state, 
Mr. Secretary, it occurs tb m~ tha,t the final debate in 
Congress -- assuming you cain get past the rhetoric of the 
last few weeks and months L_ ~s likely to break down by 
region rather than by party. : That is, Members from the 
southern and western State~ m~y either support universal 
coverage because there is such a great need for it among 
their constituents -- or obpo.e it because the burden on 
the businesses in those S~at~s is excessive. 

Likewise, Members from the I northeast, far west and 
midwest may either suppori universal-coverage because it 
secures benefits that wor~ers already have -- or oppose 
universal coverage because ;it' is not such a serious 
problem in their states yet #esidents of those regions 
will have to bear a 1al;'ge portion of the cost of the 

'd' , h? ' Isubs~ ~es. Am Ir~g t. i 
, 
1 

I 

I think your point about ~he:non-partisan nature of this 
debate is well taken. Both: Democrats and Republicans 
represent districts and states where there are serious 
gaps in coverage, and even; if coverage appears to be 
reasonable, there is the d.nsecurity associated with 
losing your health cover'age l if you change or lose you 
job. For differennt reasons to secure existing 
benefits, to control costs, to extend benefits, to obtain 
subsidies we will ~111 benefit, from enacting a 
comprehensive health reform!bil1. 
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UNIVERSAL 	 COVERAGE AND MANDATES 

Questiort: 	 If we can get close to universa,l coverage without 
mandates doesn't that make more economic sense than a, 
system that even 'the Chair ~f ~he CEA admits may cost 
,600,000 jobs? 

Answer: o 	 First, you can't get c~ose to u,niversal coverage 
without a mandate of some 'kind or without going to 
a single payer system. ! N~ither the Dole plan, nor 
the Senate Finance plan, nor the Cooper plan 
achieve the coverage targets they claim to 
achieve. Let's examin~ exactly what CBO,said 
about Cooper. ,: 

, I 

, 

o 	 On the one hand, CBO s~id ithat Cooper's bill could 
achieve 91 percent coverage if the subsidies were 
fully funded;, but CBO qlsq said that Cooper's bill 
underfunded the subsidies Iby $30 billion a year 
and that its' mechanis~ for providers to simply 
absorb a subsidy shortfal~ is untenable. . 

: I 
o 	 Similarly, Lewin based1its conclusion that Cooper 

would get to 91 percent coverage on this faulty 
• 	 I I Iassumpt1on. CBO found:thqt the Cooper p an has a 

$30 billion a year £in~ncing hole in this plan, 
which will increase the d~ficit and leave 20 to 25 
million people 	-- most1of:whom will be middle 
class -- uninsured. ! . 



·' 


" 

1 I
DEFINE UNIVERSAL CO~RAGE 

! , 
QuestioTl: 	 The President 'has made it c']ear. that. he will veto a 

bill that doesn't achieve uriiv~rsal coverage but he has 
never defined the term lIuniver~al coverage. 1I What 
would be an unacceptable time f,rame to get to universal 
coverage? ! 1 . 

Answer: . t I 't'1zen· W1''II haveUn1versal coverage means hiat every' C1 
affordable comprehensive health benefits. Of course 

, I
there will be people who fall through the. cracks, but 
everyone will be able to ob~ai~ health care without' 
fear of being bankrupted. The iPresident deliberately 
made the time line flexible:for. achieving universal 
coverage and has always said that he would be willing 
to work with Congress on defining an acceptable phase 
in time. However, that date must be clear, and it must 
be in the foreseeable future. 

I

'. 

DEFINE UNIVERSIAL COVERAGE-FOLLOW UP 
'. \.. ; i' 

QuestioIl: By all indications the date IfoJ universal coverage is 
going to be well into the fJtu~e, and certainly not 
before 1998. Doesn't that iea~eyou with many of the 
problems of an incremental tra~sition against which you 
are campaigning so heavily ~ow? If the health care 
coverage and cost crisis is!no~, isn'~ a bill with a 
slow phase-in unacceptable?! . 

Answer: 	 Yes, the coverage and cost ~roblem in health care are 
real, and we believe they n~edlto be addressed in a 
comprehensive and timely way. IAt the same time, we are 
talking about anenormo.us industry that today 
constitutes one seventh of the Ieconomy.. We're not 
about to rush a new system int9place. The important 
thing is to be clear with consUmers, providers and 
payers about the fact that we ~ill achieve universal 
coverage within a reasonable l~ngth of time. 

! I 

i . 

I 
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TRIGGERS 


Question: 

Answer: 

Would a more market-oriented bili based on managed
i I •

competition with a hard to meet the Pres1dent's bottom 
line goal? What about a soft: trigger in which a 
commission would make recommehdations to Congress if 
coverage targets weren't achieve~? 

, I 

I would first remind you that: th¢ President's proposal 
is built around market forces as' the chief mechanism 
for controlling costs, with a: backup of limits on how 
fast premiums can rise. It wbul!:i be premature to 
speculate about what Senator Mitchell and Congressman 
Gephardt will prepare to thei'r r'espective chambers. I 
can only reiterate what, the Preslident has said all 
along. He will only sign a b'ill that achj,eves . 
universal coverage, but that he wants to work with 
Congress in developing a comp,roII\ise bill on how to get 
there. The administration w~ulq certainly consider a 
bill with triggers, but only;if we are confident that 
it can achieve universal coverage and significant cost 
control. ' i 

. I 

I 



.' '" ... 

I, 
I 

STATE FLEXIBILITY:O~ION 

Question: 	How far is the Administration will to go with,allowing 
States maximum flexibility t,o design their own health 
care systems? ,There are ~orsl that the Administration 
is considering allowing Stat:esto design completely ,new 
reform system -- beyond the :single payer option 
specified in: the Health securit'y Act. Would the 

I ' 
Federal government merely makebJock grants to States 
for subsidies? Wouldn't this m.aximum flexibility 
policy put already stretched St:ate budgets even more at 
risk? What is the Administr;atiion's position on the 
California ballot initiative td go to a single payer 
system? 

Answer: ERISA is the Federal law th~t covers pensi~ns, health 
plans and other employee benefits. ERISA was 'enacted 
in 1974~ I helped push the ibi~l through the Senate 
Finance Committee. I was there when the President 
signed the bill in the Rose ,Garden, 20 years-ago this 
Labor Day. The provision in ERISA preempting State 
laws governing benefits has1dorte some good over the 
years in protecting mUltistate ~employers from having to 
deal with 50 different state laws. 

I 

But the balance here is allowing the people closest to 
the ground -- those back home ~n the states, counties 
and cities -- to have some flexibility to adapt their 
health system to meet their:ne~ds, while at the same 
time providing enough national uniformity to make sure 
that health plans don't have to deal with 50 different 

I I 	 •
State laws and thousands of:loqal laws. Every ~ssue 
must be looked at with an eye toward finding the best 
mix of national uniformity ~ndlocal flexibility. We 
,are continuing to work with:th$ business community and 
the State and local governments to get the right 
balance. 
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Question: 

Answer: 

DEFENDING THE MAND~TE 

A.II of your arguments for universql coverage are really 
a.rguments fo:: a mandate on bus~ne~ses and individuals 
t~o purchase 1nsurance. You yo~rs~lf once argued as a 
S:enator for a more incremental reform -- one that 
loIrouldn I t achieve universal cov~rage but would make the 
:purchase of health insurance mq,re; affordable and . 
ciccessible. Could you envision a! scenario. in which the 
President would sign a bill with no mandates? In other 
\ll0rds, could there be a bill tl:lat; achieves universal 
.c:overage without any mandates? ~ . 

,I 

~~e in the Administration believe the best way to 
achieve universal coverage is through a system of 
~:;hared responsibility between ~mpioyers and . 
individuals. I think welve se,=n some examples of 
problems with passing incremental reforms in the 
absence of universal coverage; in New York state last 
year when small group reform wp's ~nacted, young, 
healthy people stayed out of the system, leading to 
higher premiums for everyone else in. the small group 
community rate pool. We are conc~rned that the 
incremental reforms now being :deb~ted will not achieve 
the coverage levels they claim! (9:1 to 94 percent) and 
if. enacted they could worsen the situation by 
increasing cost of purchasing ,insurance which could 
cause some individuals and fa~ili:es to forgo coverage. 
In other words, there is potentia;l for increasing the 
number of uninsured. 
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Question: 

Answer: 

, , 
SUBSIDY STRUCTURE , . 


Your chief complaint agairst:the incremental plans is 
that the plan subsidies are insufficient and would 
cause perverse economic incehtives for businesses. But 
the President's plan faces many of these same -issues; 
the cap on Federal spendirtg for subsidies leaves 
subsidies availability for eligible recipients in 
doubt. Also, firms have 'a large incentive to rearrange 
themselves to maximize subsi~ies under the HSA. HoW' 
should a Mitchell/Gephardt b:ill deal with these 
questions? 

, 
with regard to the availability of government subsidies 
for businesses and individuals, I think it's clear that 
incremental reforms could cost the government much more 
than a system of universal coverage, since these 

~ . I , • .

nonun1versal reforms presen~ employers w1th such a 
powerful incentive to drop c,Overage thereby increasing 
the amount government would :have to devote to ' 
individual subsidies. Secoridly, we are working with 
Majority leaders Mitchell and Gephardt on the issue of' 
target subsidies; as you knqw many of us have thought 
for some time that individual-based subsidies involve 
fewer economic distortions t-han firm-based subsidies 
and I think there is int~re~t in congress in that type 
of structure. But the first. decision you need to make, 
is whether you are going;to go to a system of universal 
coverage or not. Everyt~ing else flows from that. 

, 

-i
, 
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