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Overview 

One hour press events are being planned for Wednesday and 
Thursday for secretary Bentsen, Bob Rubin; Laura Tyson and Alice 
Rivlin to discuss about health care issues. A pre-briefing is 
scheduled for Tuesday at 11:30 am in the Roosevelt Room. 

The format of the press events will be as follows; 

o 	 Secretary Bentsen will welcome the press and introduce the 
speakersl 

o 	 .Each speaker will talk for approximately 7 minutes. 
- Laura Tyson -- insurance reform. 
- Alice Rivlin -- cost containment. 
- Secretary Bentsen -- ch~racteristics of the uninsured. 
- Robert. Rubin -- ·workforce issues. I 

o 	 A half - hour question and answer session will follow the 
presentations. 
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PROFILE OF THE UNINS 

As health reform reaches a critical stage in Congress, 
requires having a clear understanding of the characteristics of 
myth, the uninsured are not all poor, elderly, or otherwise 
uninsured live in families where at least one spouse is a I 

percent come from families whose head works at least part of I 
short exposures without insurance put people at significant 
uninsured is pred.ominately a long-term problem. Finally, 
taxpayers as a group, bear much of the burden of the ....."...:>'..... 

private insurance premiums and increased spending on public 

Myth #1: The uninsured are unemployed. 

, . 

Reality: The uninsured are working Americans. '. 

The vast majority of the uninsured -- 83.8 percent -- belong 
programs already cover most of the non~working population. 
coverage for those over 65, and Medicaid covers 50 percent 
those jlist above the poverty line. 

As a result, large numbers of the uninsured are clustered in 
incomes, who do not qualify for Medicaid. Insurers in 

. I 

employed and small businesses, which makes it difficult for ' 

Job Status of the Unins 

. ning the right solution 
uninsured. Contrary to popular 

Ie. In fact, over half of the 
full-time worker. Roughly 84 
year. In addition, while even 
.al and health risk, being 

who do purchase insurance, and 
, -- through both "cost shifting" to 

working families. Federal 
Medicare provides near-universal 
those in poverty and 25 percent of 

king families with moderate 
charge higher rates to the self-

to obtain affordable coverage. 

Full year. part-time 
6.6% Nonworking 

16.2% 

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


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

. The vast majority of the uninsured -- 72 percent -- have mC:0I11eS above the federal poverty 
threshold. While the average uninsured American family is a I income family, it is far from 
being in poverty. 

The bulk of the tminsured are in hard-working families for health insurance is 
unaffordable. Because small businesses and the self-empl . have difficulty obtaining 
affordable insurance, almost one in three of the uninsured is a lofa family making more 
than $30,000 a year. 

Family Income of the Unins 

Percent of Uninsured 
35%.-----------------------------7-----------, 

Family Income 

30% 

25% 

20% 
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Myth #3: 	 For most ofthe llninsllred, being withollt health inSllrance is a short-term, 
r(.rther than a long-term, problem. 

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

Some have sugg,ested that being uninsured is a short-term not a long-term condition. 
Even short periods of time without insurance do put people at ficant financial and health 
risk. But being without health insurance is not a short-term vv,.....". A researcher from the 
University of Missouri reports that nearly 75 percent of Americans are "chronically" 
uninsured, and will remain uninsured for longer than one I Less than one in twenty out of 
those uninsured today will obtain health coverage before they 

. 
I been uninsured for five 

months. 

out CoverageDistribution of Uninsured, by Time 

Percent of the Uninsured 
60%r-----------------------------~------------, 
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Myth #4: 	 The uninsured are mainly young and ,."'.....,. they choose not to buy 
iirsurance. 

Reality: 	 Almost one quarter of the uninsured are "',.. " .... ,<u Nearly half of the uninsUred 
are over 30. Less "than 30 percent of the "'U"U"',+, are between 18 and 30 
years of age. 

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

Age of the Uninsured 

I;)ercent of the Uninsured 

:35% ,----------;--------i-----------, 

under1B 18-24 25-29 30-44 45-54 55-64 
Age 

:30% 
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Myth #5: 	 [have health insurance-the ullinsured do not affect me. 

Reality: 	 -- Americans who lose their jobs may well beJme uninsured. 
-- Private insurance costs are high because of th~ uninsured. 
-- Taxes are higher because of high Federal health costs. . 

Nine out of ten Americans with private health insurance receivl insurance through employers. 
Those who lose their jobs for an extended period of time may relliose their health insurance. 

In addition, the uninsured place a large direct burden on those who do have insurance -- through
I 

higher taxes and through higher private insurance premiums. The effects of a large uninsured 
I 

population go wdl 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 ~ill for the inefficient, high-cost 
services received by the uninsured. I 

The lack of private health insurance for some raises taxes for aU. Some say the obvious solution 
I 

is to cut, or "cap.," federal health care spending. But cutting Medicare and Medicaid puts 
pressure on doctors and hospitals to raise the fees they charge those with private insurance. As 

the government pays less, everyone else pays more. . . I '. . 
Accordmg to th<:: Congressional Budget Office, unreimbursed costs for hospitals alone totaled 
over $28 billion in 1991. As a result, private payers are charg6d substantially more by hospitals 
than the actual cost of their services. . . 

Hospitals' Unrelmbursed Costs, 1981-1991 

Percentage of Hospitals' Total Costa 

14% r-----------------------------~--------__. 

12% -

10% 

8% 

6% ~--------------~------~--~--~------~ 
1981 1983 1985 1987 1989 . 1991 
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Myth #6: 	 Ail employer mandate is not necessary to ftx the health care system, or to 
de~crease the number ofuninsured. 

Reality: 	 The United States has an employment-based health care system. The major cause 
I . . 

of increasing numbers of uninsured is employers dropping coverage. 

According to the March 1993 Cuerent Population Survey. nine10ut often of the nonelderl y who 
purchase private insurance obtain it through the workplace. 

Recent increase!; in the number of uninsured can be attributed Ito a decline in the number of 
employers who offer coverage. The share of the nonelderly population with employment-based 
coverage declin'ed from 66.8 percent in 1988 to 62.5 percent ih 1992. This fall was partly offset 
by a rise in the number of rionelderly Americans with publicl~-financed health insurance -- from 
12.4 percent to 15.1 percent. Even with this boost in pub licl yl coverage, the share of the 
non-elderly who are uninsl,lred grew from 15.9 percent of the in 1988 to 17.4 percent 
in 1992. 

Sou rce of Private Health Ins 1992 

Employment Based 
89.8% 

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. . 

Universal coverage is a unlversal 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 refomi that incluaes uni~ersal coverage. Today, the 
statistics show that the poor and elderly are covered by goverrlment programs, while millions of 
working Americ;ans and their families are uninsured. Univers&l coverage is essential to 
strengthen the link between work ana 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 lohger pay for those who do not. 

NOTES 

Unless otherwise indicated, all numbers come from the March 1993 Census Population Survey. 
All CPS numbt:rs refer to the non-elderly population (less thab 65 years of age). . 

I . 

1. Whither the Health Care Crises? Misinterpretations of(]hronically Uninsured Estimates, 
I 

Timothy McBride, University of Missouri-St. Louis, April 1994. 



draft 4 (8.5 minutes) (prepared by Ilene) 

• WELL, I DON'T THINK WE'LL PRO~UCE ANY 

HEADLINES TODAY. THE ~~~DLINE WILL 
. I . 
BE IN A FEW WEEKS: IICONGRESS PASSES 
HEALTtl CARE REFORM. II BUT BETWEEN NOW 
AND TMEN, YOU'LL BE FLOODED.WITH 

. 	 I
COMPLEX -- AND CONTRADICTORY --. 
INFORMATION. SO, WE" WANT A CANDID 
DISCUSSION • 

• 	 TODAY'S AGENDA IS THIS: IN THE FIRST 
HALF HOUR, DR. TYSON WILLI DISCUSS 
INSURANCE REFORM ~ .• DR. RIVLIN, 



COST CONTAINMENT ... I'LL SHARE 
INFORMATION DEVELOPED BY TREASURY ON 
THE DEMOGRAPHICS OR CHARACTERISTICS

I . 

OF TH~ UNINSURED .•• AND BOB RUBIN 
. . 	 I

WILL REVIEW WORKFORCE ISSUES. 
THEN WE'LL OPEN IT UP FOR QUESTIONS 
AND C.)MMENTS. 

• 	 LET M~ SAY ONE THING BEFORE LAURA 
START~S. MOST OF YOU KNOW WHEN I WAS 
IN THE SENATE, ALONG WITH CHAIRMAN 
ROSTENKOWSKI, I AUTHORED ~N 



INCREMENTAL BILL -- TO CREATE 
I 

VOLUNtARY ALLIANCES; ADDRESS 
!>, I 

INSURANCE ISSUES LIKE CHERRY PICKING 

I 

AND PORTABILITY; ADD PREVENTIVE 
BENEFITS TO MEDICARE; AND MAKE' 
PREMIUMS FULLY DEDUCTIBLE FOR THE 
SELF-INSURED. My BILL PASSED THE 
SENATIE -- TWICE -- BUT' IT DIDN'T MAKE 

IT INtO LAW. NOT BECAUSE OF 
SUBSTANCE, BUT BECAUSE OF POLITICS. 



\.• I WROTE AN INCREMENTAL BILL, BECAUSE 

I . 

I FELT IT WAS THE BEST WE COULD GET 
THROUGH -- AT THE TIME. PRESIDENT 
CLINTON FEELS -- AND I CONCUR - 
WE CAN DO BETTER NOW. T~ETIME IS 
RIGHT, AND WE HAVE A PRE~IDENT WHO IS 

. - FULLY COMMITTED. IT'S DiFFERENT ON 
THE REPUBLICAN SIDE, TOO~ WHEN IN . 
YOUR WILDEST DREAMS DID Y10U THINK BOB 
DOLE WOULD PROPOSE A BILll. CALLING FOR 

. I'
$100 BILLION IN SUBSIDIES? 



INTRODUCE LAURA 
INTRODUCE ALICE 

" I . 

• I WANT TO DISCUSS THE CHARACTERISTICS 
OF THE· UNINSURED. WITH T~EHELP OF 
THREE CHARTS, I'LL GO OVER THREE 
MYTHS, AND THE REALITIES. 

SLIDE 1 
• THERE'S A MYTH THAT UNINSURED ARE 

UNEMPLOYED. 
. 

THE REALITY ks, THEy'RE
I" 

WORKII\jG AMERICANS. THE VAST MAJORITY 



I 
-- ALMOST 85 PERCENT -- ARE IN 

WORKING FAMILIES. 

THIS CHART SHO~S TH~ JOB ~TATUS OF
• 
THE UNINSURED. 52 PERCENI~ WORK FULL 
YEAR, FULL-TIME ... 7 PE~CENT, FULL 
YEAR~ PART~TIME, ... 25 PEI!RC~~T' 
PART-YEAR ... WHICH LEAVES ONLY , I 

16 PERCENT NOT WORKING. I " 


A~ERICANS YOU'D EXPECT T~'BE
• 
UNINSURED'-- THE POOR, THE ELDERLY ORI ' 
THE DISABLED -- ALREADY HAVE COVERAGE 

I 



. . I· . 
THROUGH MEDICAID, MEDICARE, AND OTHER 

. 	 I 

PUBLIC PROGRAMS, SUCH AS VA. So, 

THAT LEAVES MOSTLY MIDDLE~INCOME 


I
WORKING FAMILIES AS THE ONES WITHOUT 
INSUlRJ~NCE. . 

• 	 AND THESE UNiNSURED ARE NOT POOR. 
THREE-FOURTHS HAVE MOOERA~E INCOMES 
-- ABOVE THE POVERTY THRESHOLD. 

. 	 I 
ONE IN THREE lS A MEMBER pF A FAMILY 
MAKING MORE THAN 530,000 A YEAR. 



." 

SLIDE 2: 

• 	 THE SECOND MYTH IS THAT THE UNINSURED 

ARE ALL YOUNG, HEALTHY PEbplE WHO . 
CHOOSE NOr TO BUY INSURAN~E. _ 
THE REALITY IS, 44 PERCEN~ ARE OVER 
THE AIGE OF 30. 
You CAN SEE FRO~ THE CHARr THAT ONE .• 
QUARTER ARE CHilDREN. THAT'S CAUSED 

I
·BY A COMBINATION OF lOW INCOMES AND 
'HIGH INSURANCE PREMIUMS. I BUT lOOK AT 
THE 18 TO 24 YEAR OlDS AND THE 25 TO 



I29 YEAR OLDS. TOGETHER, THEY COME TO 
ONLY 2'0 PERCENT. 

• THIS SAYS TO ME, THAT MOST PEOPLE WHO 
I . 

ARE UNINSURED EITHER HAVE/AN EMPLOYER 

WHO DOESN'T PROVIDE COVERAGE, OR THE 


I 
WORKER CANNOT AFFORD TO BUY IT 


.1

WITHOUT SOME HELP WITH THE COST OF 
THE PREMIUM. I 

' .. AND FOR MOST OF THE UNINS~RED, 
BEING WITHOUT INSURANCE, :15 A 

1

LONG TERM, NOT A SHORT-TERM PROBLEM. 



I 

THE UNIVERSITY OF MISSOU~I CALCULATES 


I 

THAT NEARLY 75 PERCENT O~ UNINSURED 
WILL REMAIN UNINSURED FOR AT LEAST A 
YEAR. 

SLID'E 3 
• 	 THE 1HIRD MYTH: THERE ARE ,THOSE WHO 

-THINK THAT IF "I HAVE IN~URANCE -- 
- I 

THE UNINSURED DO NOT AFFECT ME." THEI 
REALITY IS THEY AFFECT yqu -- A LOT. 

\ 



. I 

• INSURANCE COSTS ARE HIGHE, ... 


TAXES ARE HIGHER BECAUSE OF HIGHER 
FEDERAL HEALTH COSTS .. ~ I 

AND AMERICANS WHO LOSE THEIR JOBS MAY 
WELL JOIN THE UNINSURED . 

• You CAN SEE FROM THE CHART, IN.1981, . 

- I··· .

ABOUT 7 PERCENT OF A HOSPITAL'S .COSTS 
WERE UNREIMBURSED COSTS. I IN 1991 
(THOSE ARE THE MOST RECENT NUMBERS WE 

'HAVE), IT'S 13 PERCENT. CAN YOU 
IMAGINE IF 13 PERCENT OF ~OUR READERS 

! 




i

DON'T PAY THEIR SUBSCRIPTION. IF 13 
. I 

PERCENT OF YOUR ADVERTISE~S DON'T PAY 
UP. You WON'T BE IN BUSI~ESS LONG, 

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

• ACCORDING TO THE CONGRESSIO~AL BUDGET 
.. 	 OFFICE, UNREIMBURSED COST,S· FOR 

HOSPITALS ALONE TOTALED M110IR.E TI;tAN 
$28 BILLION I~ 1991. As A RESULT, 
PRIVATELY INSURED PERSONS PAY 

r 



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 PROVIDERS , I 
SHIFT COSTS TO PERSONS WI~H PRIVATE 
INSUR/ANCE. 

• 	 LET ME CONCLUDE BY SAYING UNIVERSAL 
COVERAGE IS ESSENTIAL -- ~O PROTECT 

THOSE WHO HAVE NO INSURANCE, THOSE 

WHO M!IGHT LOSE IT, OR 1'HdSE ·WHO i PAY 




HIGHER PREMIUMS THAN THEY WOULD IF 
EVERY10NE WAS COVERED. IT MAKES SENSE 
TO BUILD ON THE EMPLOYER-BASED 
SYSTEM, SINCE MOST PEOPLE TODAY 
OBTAIN THEIR INSURANCE THROUGH THEIR 
EMPLO'YER. AND WE NEEDT~ MAKE SURE 

HEALTH CARE IS AFFORDABLE TO BOTH 
EMPLOYERS AND EMPLOYEES. 

• 	 As THE PRESIDENT AND THE FIRST LADY 
SAY: UNIVERSAL COVERAGE IS ABOUT 
MIDDLE-INCOME WORKERS AND THEIR 



. . 

FAMILIESo IT'S NOT ABOUT THE 
UNEMPLOYED. NOT ABOUT THE POOR. 
NOT ABOUT OLDER AMERICANSJ 
THE WORKING FAMILY IS THE ONE MOST AT 
RISK UNDER TODAY'S HEALTH CARE 
SYSTEM, AND IT'S THE ONE WITH THE 
MOST TO GAIN BY REFORM. 

• INTRODUCE BOB. 
• OPEN IT UP TO QUESTIONS. 

( . 



CLOSE 

• THANK YOU FOR COMING. BETWEEN NOW , I 

AND THE END OF THIS CONGRESSIONAL 
SESSION, I THINK'THE MOST IMPORTANT 
STORY YOU'LL WRITE IS THE HEALTH CARE 

• 
ONE. 
I HOPE YOU GAINED SOME NEW 

, I 
, INFORMATION AND PERSPECTI~EAS THIS 

MOVES ALONG~ 
-30

" 



Alabama 


q 

Total . Uninsured in 
Uninsured W~rking .... Proportion of Uninsured. 

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

1 Sonny Callahan .102 
/ 

2 Terry Everett 97 
3 Glen Browder 102 
4 Tom 13evill 101 
5 Bud Gramer 91 
6 Spencer Bachus 85 
7 Earl F. Hilliard 116 

Total ·694 

80 79.0 
78 79.7 
81 79.0 
80 79.4 
73 80.2 
68 80.6 
90 77.5 

55b 79.3 



Alaska 


Proportion of Uninsured 
in Workin FamiliesDistrict' He resentative 

1 Don Young 84 76 90.5 

I .. . I!. 
II 



Arizona 


Proportion of Uninsured 
District resentative in Workin Families 

1 Sam Coppersmith 

2 Ed PSlstor 

3 Bob Stump 

.' ! 4 Jon Kyl 
~ ; 

5 Jim Kolbe 

6 Karan English 

Total 

86 
129 
78 
77 
84 
87 

479 

80 93.3 
1'13 87.3 

71 90.6 
72 93.3 
75 90.1 
77 88.6 

416 86.8 



Arkansas 


Proportion of Uninsured 
District I,e resentative 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 

. . I
'. . .. . ~i .+ . :. ,. ",.1 .. , ,;...: ,I I .' ' .1 .. ' .. : ., ,;:,.,'. I' ... .... I ,: .·.I.i'::I":':: I:. 

I , I I I I ! I I 



Colorado 


Total 
Proportion of Uninsured 

District resentative in Workin Families 

1 Patricia Schroeder 80 66 81.6 
2 David E Skaggs 63 53 85.3 
3 Scott Mclnbis 79 65 82.1 
4 Wayne Alla~d 76 64 83.3 
5 Joel HE3fley 58 A8 82.3 
6 Dan S(.~haefer 55 48 86.0 

Total 412 343 83.3 



Connecticu1,:' 


Total Uninsured in 
Uninsured W6rking Proportion of Uninsured 

District Ftepresentative (OOO's) Famili'es (OOO's\ in Working Families 

1 Barbara B. Kennelly 46 37 80.0 

2 Sam Gejdenson 41 33 

/ 
80.4 


3 Rosa L. Delauro 44 36 80.4 

4 Christopher Shays 43 35 80.2 

5 Gary A. Franks 40 33 81.6 

6 Nancy L. Johnson 39 32 82.3 


Total 255 206 80.8 


\ 

.". " ... 'I J I. . I ~.I. -:. . . .-' I . !". .' : ..... :. I
I .'. .. '1 • .' ,",',,!', .. . , i'l .... .., ., I ... 



694,000 PEOPLE IN ALABAMA 
. I 

. DO NOT HAVE HEALTH IN~URANCE, 
INCL.UDING 542,000 IN WORK~NG FAMILIES 

01.....---
Total Uninsured . 

• Peoph~ with insurance in Alabama p~y nigher premiums to cover 
the costs of caring for the uninsured .. 

• 

• 

Without universal coverage, thousands of hard working people in 
Alabama will remain at risk of losing their health insurance. 

542,000 (79 percent) of the 694,000 lini~sured in Alabama are In 
working families. 

800,000 

600,000 

400,000 

200,000 

• The uninsured are exposed to major 
insecl.l rity. 

Number of Uninsured in Alabama 


. risks and financial 




..< 

102~000 PEOPLE IN ALABAMAI 
[)O NOT HAVE HEALTH IN 

INCLUDING 80,000 IN WOR 
(Representative Sonny 

Number of Uninsured in A 

120,000 

100,000 

80,000 

60,000 

40,000 

/
20,000 

0 
Total Uninsured 

FIRST DISTRICT 
URANCE, 

NG FAMILIES 
lIahan) 

1st District 

• 	 The uninsured are exposedto major health risks and financial 
insecurity. 

• PeOplE! with insurance in Alabama's 1 st District pay higher 
premiums to cover the costs of caring for the uninsured. 

• 	 Without universal coverage, thousands of hard working people in 
Alabarna's 1 st District will remain at risk of losing their health 
insurance. 

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

Dis'tric:t are in working families 




Question: 

Answer: 

, I 

DISTRIBUTION OF UNINSURED 

Your data suggest that the· uninsured, are not equally 
distributed across states. Doe~ that mean that a health 
z'eform bill that achieves "universal coverage" will be 
more beneficial to residents of certain ~tates? . 

Your observation is right, residents of states with large 
numbers of uninsured stand tob~nefit substantially froin 
universa1 coverage ... but it is riot correct to assume that 
persons who live in states wi:th .small percentages of . 
uninsured won't also benefit. /Let me exp~ain. , 

In order to protect against loss of insurance as workers 
and· their families move acrbss state lines, it is 
important to extend insurance td every family . Moreover , 
many individuals and families in states with relatively 
smaller numbers of uninsured do. not have adequate 
coverage. A comprehensive s:tandard benefit package will 
both assure portability and upgrade coverage for 
millions. !' 

, Office of Economic Policy 
July 18, 1994 



Question: 

Answer: 

COSTS TO SMALL BUSINESSES 


11: strikes me that there is ~ "flip" side, if you will, 
to your argument that certain siates with large numbers 
of uninsured will benefit mo~t tro~ universal coverage. 
Doesn't that also mean that,smhll businesses in those 

• • I I

S1tates -- where many workl.ng unl.nsured are concentrated 
- will have to bear a disproport~onately large financial 
burden under the employer mandate? 

Well, it is certainly true tha~ under the President's 
plan, all businesses -- including small firms -- are 
expected to help pay for th~ co~t of providing employer 
based coverage. And to the e~tent that they did not 
already do so, these business~s would have to make a 
contribution. But, it is very I important to point our 
that small, low wage firms would be heavily subsidized 
through a system of discounte1d premiums. Moreover, 
small, medium and large firms that do offer insurance in 
those states would benefit significantly in that they are 
currently carrying a very sUbsdmtial cost-shift burden 
[paying for the cost of caring fbr the uninsured]. Since 
small firms suffe~ most under tbe current syste~, these 
firms would be especially w~ll-served by' a better 
distribution of the cost ofprO~iding care. 

Like the President, the committees dealing with this 
issue have acknowledged thene~d for a well-structured 
system of subsidies, and while ~he actual configuration 
of the subsidy is still evolvin~, I feel sure that at the 
end of the day we will be able to come together on a plan 
for 'helping individuals, families and firms make this 
change. 

office of Economic Policy 
July 18, 1994 

http:workl.ng


Question: 

, Answer: 

RELIABILITY OF DATA 

How good is this data 'once it is broken down into 
substate regions like Congr'essional districts? For 
e)cample, is it fair to, assume tha~ communities with large 
numbers of uninsured do not pr~vide adequate coverage 
through public health clinics -j- services available to 
families but not captured in theinsu~ed data? 

Y<::m're'right, data is always better when it is aggregated 
_.• that is~ when you're deali~g with data sets this 
l'3.rge, you tend to be more accutfate at the macro level. 
However, I am confident that ~he methodology used to 
arrive at the Congressional 'district breakdown is 
sound •.. and I don't think' you'll find any better

I ' ,
breakdown than what the Treasury staff has assembled. 

Office of Economic Policy 
July 18,1994 



Question: 

SOURCE OF DATA USED 


ISl there anything new here, Mr. Secretary? My impression 
is that the data you have include~d in this report is well 
known and already widely available. What should we look 
'f6r here? ' 

Answer: 

You are right, much of the health coverage data has been' 
pl~oduced for years by var ious agehcies, organizations and 
unive~sity based researchers.'~ut given the complexity 
a~ld texture of this debate, I we thought you would 
appreciate having the most recerit information about the 
uninsured assembled in one plac~. In addition, what is 
'n(~w here is the breakdown of infot-mation by Congressional 
district. 

Office of Economic Policy 
July 18, 1994 



Question: 

Answer: 

CONGRESSIONAL SUPPORT BY R~GION 

Looking at the distribution bf ~he uninsured by state, 
Mr. Secretary, it occurs to me that the final debate in 
Congress -- assuming you can getlpast the rhetoric of the 
lclst few weeks and months -- is likely to break down by 
r~gion rather than by party. That is, .embers from the 
s<::mthern and western States may ~ither support universal 
coverage because there is such ~ great need for it among 
their constituents --:- or oppose it because the burden on 
the businesses in those States is excessive. . ,I· 
Likewise, Members from the northeast, far west and 
midwest may either support unive~sal coverage because it 
secures benefits that worker~ aiready have -- or oppose 
u:niversal coverage because it! is not such a serious 
problem in their States yet resi~ents of those regions 
will have to bear a large portion of the cost of the 
subsidies. Am I right? 

I think your point about the non-partisan nature of this 
debate is well taken. Both· Democrats and Republicans 
represent districts and States Iwhere there are serious 
gaps in coverage, and even if coverage appears to be 
reasonable, there is the insecur"ity associated. with 
losing your health coverage' if/ you change or lose you 
job. For differennt reasons. -- to secure existing 
benef i ts, to control costs , . to extend benefits, to obtain 
s:ubsidies -- we will all b~nefit from enacting a 
domprehensive health reform bi~l. 

Office of Economic Policy 
July 18, 1994 



UNIVERSAL COVERAGE AND MANDATES 

Question: 	 It: we can get close to universal coverage without 
mc'Lndates doesn I t that make. more economic sense than a 
system that even the Chair of thb CEA admits may cost 
600,000 jobs? . I 

Answer: o 	 ,First, you can't get close ~o universal coverage 
without a mandate of some ktind or without going to 
a single payer system. Neither the Dole plan, nor 
the Senate Finance plan, 'no~ the Cooper plan 
achieve the coverage targets they claim to . 
achieve. , Let's examine exabtly what CBO said 
about Cooper. ,. I 

o 	 On the one hand', CBO said that Cooper's bill could 
achieve 91 percent coveragel if the subsidies were 
fully funded: but CBO also said that Cooper's bill 
underfunded the subsidies by $30 billion 'a year 
and that its' mechanism for providers to simply 
absorb a· subsidy shortfall lis untenable. 

o 	 Similarly, Lewin based its ~onclusion that Cooper 
would get to 91 percent cove,rage on this 'faulty 
assumption. CBO found that the Cooper plan has a 
$30 billion a year financing hole in this plan, 
which will increase the deficit and leave 20 to 25 
million people -- most of whom will be middle 
class -- uninsured. 

I 



DEFINE UNIVERSAL COVERAGE 


Question: The Presi~nt has ~de it clear ~hat he will veto a 
bi.ll that 	doesn't achieve universal coverage but he has 

. I

nE!Ver defined the term uuniversall coverage. II. What 
wCluld be an unacceptable time fr1ame to get to universal 
cClverage? I 

Answer: 	 urliversal coverage means that ev1ery citizen will have 
a1:fordable comprehensive health Ibenefits. Of course 
there will be people who fall t~rough the cracks, but 
everyone will be able to obtain :health care without 
fE~ar of being bankrupted. The B1'resident deliberately 
mclde the time line flexible for achieving universal 
coverage and has always said that he would be willing 
tC) work with Congress on defining an acceptable phase 
in time. However, that'date must be clear, and it must 
be in the foreseeable future. 

DEFINE UNI~~RSIAL COVERAGE-FOLLOW UP 

Question: By all indic~tions the date for universal coverage is 
g()ing to be well into the future, and certainly not 
bf~fore 1998. Doesn't that leav~ you with many of the 
p:roblems of an incremental transition against which you 
are campaigning so heavily now? I If the health care 
cl:>verage and cost crisis is now, isn't a bill with a 
slow phase-in unacceptable? I 

Answer: 	 Y,es, the coverage and cost problem in health care are 
real, and we believe they ne~d t.o be addressed in a 

• • I 	 •comprehens1ve and t1mely way. At the same t1me, we are 
talking about an enormous indust.ry that today 
constitutes one seventh of the ~conomy. We're not 
about to rush a new system into!place. The important 
thing is to be clear with cons~ers, providers and 
payers about the fact that we will achieve universal 
coverage within a reasonable lertgth of time. . 

! 

http:indust.ry


TRIGGERS 


Question: 

Answer: 

Wcmld a more market...,oriented bill based on managed 
cc)mpetition with a hard to meet [the President's bottom 
line goal? What about. a. soft tIiigger in which a 
cc)mmission would make recomme'ndations'to Congress if 
cc:)verage targets weren't aChi,ev1d? ' 

I would first remind you that the President's proposal 
i!; built around market forces a~ the chief mechanism 
f()r controlling costs, with a backup of limits on how 
fast premiums can rise. It wouJld be p+,emature to 
speculate 'about what senatorMi~chell and Congressman 
G'~phardt will prepare to their tespective chambers. I 

'Ccln only reiterate what the Pre~ident has said all 
along. He will only sign a bil~ that achieves 

. ui:liversal coverage, but that ;he Iwantsto work with 
'Ccmgress, in developing a comprol1;lise bill on how to get 
there. The administration would certainly consider a 
b:ill with triggers, 'but only iflwe are confident that 
i't can achieve universal coverage and significant cost 
control. . 



STATE FLEXIBILITY OPTION 

'I

Question: 	How far is the Administration wi~l to go with allowing 
States maximum flexibility to de~ign their own health 
ca,re systems? There are rumors ~hat the Administration 
is considering allowing States tp design completely new 
reform system -- beyond the sing~e payer option 
specified in the Health securityl Act. Would the 
Federal government merely make b~ock grants to States 
fClr subsidies? Wouldn It this makimum flexibility

• 	 I pCI11cy put already stretched sta~e budgets even more at 
ri.sk? -What is the Administra~ion's position on the 
Ca,lifornia ballot initiative to go to a single payer 
sY'stem? _ - -	 , I' , 

Answer: 	 ElnSA is the Federal law that cOjVers pensions; health 
plans and other employee benefitiS. ERISA was enacted 
i:n 1974. I helped push the bill through the Senate 
Fi.nance committee. I was there when the President 
si.gned the bill in the Rose Gard1en, 20 years ago this 
LaLbor Day. The provision in ERI'SA preempting State 
laws governing benefits has donel some good over the 
YE!arS in protecting multistate employers from having to 
deal with 50 different State taw's. 

But the balance here is allowinJ the people closest to 
the ground -- those back home i~I the states, counties 
arid cities -- to have some flexibility to adapt their 
hE~al th system to meet their needs, while at the same 
tlme providing enough national dniformity to make sure 
that health plans don't have to :deal with 50 different 
state laws and thousands of local laws. Every issue 
must be looked at with an eye tqward finding the best 
mix of national uniformity and llocal flexibility. We, 
a:te continuing to work with the business community and 
the State and local governments to get the right 
bcHance. 



.' 

Question: 

Answer: 

D.EFENDING THE MANDATE 
, I 

All of your arguments for universal coverage are really 
arguments for a mandate on busin~sses and individuals 
to purchase insurance. You your~elf once argued as a 
se.nator for a more incremental r~form -- one that 
wouldn't achieve universal coverage but would make the 
purchase of health insurance mor~ affordable and 
accessibfe. Could you envision a scenario in which the 
President would sign a bill withlno mandates? In other 
words, could there be a bill that achieves universal 
coverage without any mandates? . 

We in the Administration believe the best way to 
achieve universal coverage is through a system of 
shared responsibility between employers and 
individuals. I think we've seenl some examples of 
problems with passing incremental.reforms in the 
absence of universal coverage; ih'New York state last 
year when small group refo~ was, enacted, young, 
healthy people stayed out of thei system, leading to 
higher premiums for everyone elseI in the small group,
community rate pool. We are conperned that the 
in,cremental reforms now being, debated will not achieve 
th.e coverage levels they claim (91 to 94 percent) and 
if' enacted they could worsen thei situation by 
increasing cost of purchasing insurance which could 
ca.use some individuals and familles to forgo coverage. 
III other words, there is potehtHl.1 for increasing the 
nu,mber of uninsured. " . 



Question: 

Answer: 

SUBSIDY STRUCTURE 

YClur chief complaint against the incremental plans is 
that the plan subsidies are insufficient and would 
ca.use perverse economic incen~ivbs fpr businesses. But 
the President's plan faces many bf the.se same issues: 
the cap on Federal spending for ~ubsidies leaves 
subsidies availability for eligible recipients in 
dOlubt. Also, firms have a largel incentive to rearrange 
themselves to maximize subsidies under the HSA. How 
sh.ould a Mitchell/Gephardt bi~l deal with these 
qu.estions? : I. 
with regard to the availability of government subsidies 
fClr businesses and individuals, [, think it's clear that 
in.cremental reforms could cost the government much more 
than a system of universal coyer~ge, since these 
nClnuniversal reforms present employers with such a 
pClwerful incentive to drop coverage thereby increasing 
th.e amount government would havel to devote to ,~ , 
individual subsidies. Secondly, we are working with 
Majority leaders Mitchell and Gephardt on the issue of 
ta,rget subsidies: as' you know: mapy of us have thought 
fClr some time that individual~based subsidies involve 
fe,wer economic distortions than Ifirm';"based subsidies 
and I think there is interest in congress in that type 
of structure. But the first decision you need to make 
iSI whether you are going to go to a system of universal 
cCiverage or not. Ev.erythingel flows from that. 
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DEPUTY SECRETARY ALTMAN 

Alicia Munnell ~\\~ 
Economic POlic~~ 

EMPLOYMENT IMPACT OF HEALTH CARE REFORM 


94-136'226 


IlfURIATION 


A new 13conomic study, distributed by the National Bureau of 
Economic Re:;earch, finds that those canadian provinces that 
introduced universal coverage first saw'fa~ter, not slower, 
employment qrowth than either the same pro~inces before coverage or 
other provinces that had not yet establish~d the system. Universal 
coverage and national health insurance did Inot destroy jobs, but 
created j obs--and not at the price of lower wages. 

, ", I 
The study, by Harvard Assistant Professor Jon Gruber and 

Princeton Assistant Professor Maria Hanratty, calculates that the 
implementat,ion of universal coverage in a eanadian province appears 
to have permanently boosted employment by between 1.3 and 2.6 
percent, and wages by between 1.4 and 4.2 percent. The authors write 
that the "hypothesis ...most consistent with our findings" is that 
national health insurance boosted emplo¥er demand for workers in all 
sectors of the Canadian economy.' - 

They E:peculate that reduced "job locW' allowed employees to go 41 
where there! skills were more valuable, boo~ted the productivity of 
the workforce, and thus boosted wages. Thby also speculate that 
productivit:y may have been higher becaUse bf a healthier workforce. , 

Edward S, Knight 
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I 
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, , . I ' 

BRIEFING: To release report: Estimates of the Uninsured in Working Families and 
Uninsured Children by Congressionhl District. 

SCENARIO: You will give several minutes of reLarks, and walk the reporters , ,I 
through the report. Then you will open the briefing to Q&As. 

ATTACHMJ8NTS: Tab A - Talking Points on Crime jill
I

Tab B - Tax Refund Fraud Task Force 
Tab C - IRS Issues 

I 
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\ 
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LMB -- 7/20/94 -- White .House Press corP1 -~ 11:00,a.m. 
draft 1 --, 4.5, minutes (prepared by Ilene) . 

. Ir. 
\ I'M OFTEN ASKED: WHOARETHESE 

AMERICANS WITHOUT HEALTHI~SURANCE? 
WE TRIED ANSWERING THAT IN A STUDY 

TREASURY JUST COMPLETED.' WE DID AN . 'I . 
ANALYSIS ,BY STATES AND BY CONGRESSIONAL 
DISTRICTS ESTIMATING HOW: M~NY AMERICANS 
HAVE·NO HEALTH INSURANCE -:- AND WHO THEY 
ARE. ARE THEY YOUNG? 0,0. ~HEY HA.VE 
JOBS? I ' 

THE BOTTOM .LINE: THE UNINSURED ARE 
I 

YOUR MIDDLE-INCOME WORKIN~ NEIGHBORS. 

2 

LET ME ILLUSTRATE WITH THE 
CONGRES~IONAL DISTRICT THAT INCLUDES MY

. I 
NEIGHBORHOOD. THEY BLEW UP THE PAGE ON 
TEXAS FROM THE REPORT. I HOPE/YOU TAKE 
A LOOK AT YOUR STATES AND CONGRESSIONAL 
DISTRICTS, LIKE I'M DOING FOR TEXAS. 

CHART: TEXAS 
IN THE 15TH DISTRICT dF TEXAS ..• 

ON THE MEXICAN BORDER •.• THE DISTRICT I 
I 

REPRESENTED IN CONGRESS~ AND KIKA DE LA 
/ I·GARZA REPRESENTS NOW .•. ~HERE ARE 



3 

173,000 UNINSURED· ..• ALMOST 82 PERCENT 
I . I . 

OF THEM ARE IN WORKING FAMILIES ••. 

AND 58,000 ARE UNINSURED dHILDREN. 

IN TEXAS, THERE ARE 3.8
I 

MILLION 
PEOPLE WITH NO INSURANCE ••• 84 PERCENT 
ARE IN WORKING FAMILIES : ••• AND 972,000 
ARE CH'I LDREN • 

THINK ABOUT THAT: ALMOST A MILLION 
CHILDREN IN TEXAS HAVE NO IINSURANCE.

, I 
CHILDREN DON'T HIRE LOBBYISTS. 

THEY DON'T~HAVE ANYONE TO SPEAK FOR THEM 


4 

(
"'--- IN THIS DEBATE, BUT THEy'RE THE ONES 

MOST VULNERABLE. Now YOU IKNOW WHY ~S A 
SENATOR FROM TEXAS, ~ SPE~T SO MUCH TIME 
WORKING ON IMPROVING HEAL~H CARE 
COVERAGE FOR CHILDREN. Now WE HAVE A 
CHANCE TO COMPLETE THE JO~. 

THERE'S A SENSE IN THIS COUNTRY THAT 
UNINSURED ARE POOR, OR DI~ABLED, 

. I .. 

OR ELDERLY. NOT TRUE •. M9ST OF THOSE 
INDIVIDUALS ALREADY HAVE qOVERAGE 

I ' 
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THROUGH MEDICAID"MEDICA~El AND OTHER 
t ..: . PUBLIC·PROGRAMS. 

By FAR~ MOST OF THE UNINSURED ARE 
I

MEMBERS.OF MIDDLE-INCOME,WORKING 
, 

FAMILIE~S . 
THE TREASURY STUDY SHOWS THERE ARE . I 

37 MILLION UNINSURED, 84:PfRCENT ARE IN 
WORKING FAMILIES, AND 8.3 MILLION ARE 
CHILDRE~N • 

6 

AND THESE PEOPLE AREN'T POOR. 
ONE IN THREE IS A MEMBER OF A FAMILY 
MAKING MORE THAN $30,000 ~ rEAR. 

MOST UNINSURED EITHER HAVE AN 
. . I 

EMPLOYEI~ WHO' DOESN'T. PROVIDEI COVERAGE, 
OR 

. 

THE WORKER CAN'T AFFORD 
I 

TO BUY IT 
• I 

WITHOUT HELP. AND FOR MOST ,OF THE 
UNINSURED, BEING WITHOUT INSORANCE, IS A 
LONG TERM, NOT A SHORT-TERM PROBLEM. 

http:MEMBERS.OF
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IF YOU HAVE INSURANCE" liT'S EASY TO ( 
,SAY: liTHE UNINSURED DON'T iAFFECTME. 
THAT'S THEIR PROBLEM. II " 

BUT IT'S YOUR PROBLEM TqO, BECAUSE 
INSURANCE COSTS ARE HIGHER 18 .• TAXES ARE 

HIGHER BECAUSE OF HIGHER FEDERAL HEALTH" 

COSTS ..• AND AMERICANS WHOI LOSE THEIR ( 

JOBS MAY WELL JOIN THE UNINSUREDe 

LET ME CONCLUDE BY SAYINiG UNIVERSA.L 

COVERAGE IS ESSENTIAL. IT MAKES SENSE 

I

TO BUILD ON THE EMPLOYER-BASED SYSTEM, 

8 

SINCE THAT'S HOW MOST PEOPL~ TODAY 
OBTAIN T'HEIR INSURANCE. ' AN9 WE NEED 
HEALTH CARE TO B~ AFFORDA~LE TO BOTH 
EMPLOYERS AND 'EMPLOYEES. 

THIS IS IMPORTANT TO EVERY ONE OF US. , I 
EVERY ONE OF US CAN TELL ~ STORY ABOUT A 
FAMILY MEMBER, A CO-WORKER, A NEIGHBOR 
WHO'S RUN INTO TROUBLE WITH THE CURRENT 

SYSTEM. THAT'S WHAT WE'RE ,TALKING ABOUT 

-- FIXING THESE PROBLEMS.' I ' 

SO, WHO'S FIRST ,-30



• Texas 
" I I I 'I I I
I ,I" I I .. I . 


( ..~..,.....\ 
! ------------.--------------------~----+-----------------------~ 

I 


,Total Uninsured in Uninsured 
Uninsured Working Families Children I 


I
, District Representative (OOO's) (000's) Percent (OOO's) I 


1 Jim Chapman 114 
 96 83.8 28 

2 Charles Vfllson 117 
 96 82.4 28 

3 Sam Johnson 90 
 79 88.0 17 

4 Ralph M. Hall 110 
 94 85.5 26 

5 John Bryant 129 108 , 84.2 31 

6 Joe Barton 94 
 83 87.9 18 

7 Bill Archer 100 
 88 87.6 20 

8 Jack Fields 104 
 90 85.9 22 

9 Jack Brooks 112 
 95 84.7 ' 26 


10 J. J. Picklle 125 107 85.3 24 

11 Chet Edwards 121 
 99 82.1 29 
.., 

" " 

12 Pete GerEm 122 104 85.1 29 ' 

13 Bill Sarpalius 130 109 83.8 33 

14 .. Greg Lau!ghlin 128 
 108 84.3 33 

15 E. de la Garza 173 
 141 81.7 58 

16 Ronald D .. Coleman 164 .. ' , 
134 82.0 49 

17 Charles VIJ. Stenholm 122 
 103 83.8 31 

18 Craig A. Washington 137 
 113 82.6 32 

19 Larry Combest 121 
 f' 103 85:5 30 '\ 


20 Henry B. Gonzalez 158 
 130 82.3 43 

21 Lamar S. Smith, 105 
 91 86.0 23 


22 Tom DeLay 107 
 92 86.6 ,23 


23 Henry Bonilla 158 
 1.30 82.8 49 

24 Martin Frost 130 
 111 85.4 34 

25 Michael A. Andrews 124 
 106 85.7 29 

26 Dick Arrtltay 102 
 90 87.9 19 

27 Solomon P. Ortiz 162 
 134 82.5 50 


28 Frank Tejeda 161 
 133 82.4 49 


29 Gene GrE!en '178 
 148 83.1' 55 


~:.:'\" 30 Eddie Bernice Johnson 141 
 118 84.0 34 

.~::'i" ) Total 3,839 3,233 84.2 972 


""I~ 
I 


! " I I I : I It' 

I .. ,I I " I I 
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Talking Points on' Crime Bill . 
' ', . 	 'I 

The House and Senate Conferees are scheduled to meet today to* 
work out the remaining details in: thk Crime Bill. I applaud 
their efforts and encourage swiftenkctment of this critical 
piece of legislation. 

I 
* 	 From across the nation, we have heard calls for a stop to the 

violence that is plaguing our citiesl towns and rural ar~as. 
Key to stopping the violence is thel ban on assault weapons 
which has passed both the House and the Senate. Assault 
weapons are preferred by criminal~ otrer law abiding citizens 
8 to 1. I 

* 	 Now, I know guns. These weapons are not sport ing or 
hunting firearms. These are the Ifirst cousins of machine 
guns. They are tools of war.: You can't go into a store 
o.nd buy an anti -aircraft missile, -, - you shouldn't be able 
to buy an assault rifle loaded with 20 or more rounds 

ther. 

* 	 Now, a lot of people don't know that Treasury does law 
enforcement, but we have about a I third of Federal law 
enforcement agents in our Treasury'bureaus. The crime bill is 
important to us in that it will pro~ide important new crime 
fighting authorities and new resourc~s. 

,.-~ .... 
. .' 	 • I . 

We need to reform the licensing system for gun dealers. The* 
regulations are too lax - - we can' t e~enrequire that a dealer 
comply with state and local laws and 9rdinances. We have too 
few inspectors -- 240 to cover nearly 280,000 gun dealers. 
And, the fee does not cover the ,co~t of administering, the 
license. Senator Simon's Federal Firearms License Reform 
provisions go a long way in improvin~ the regulatory system, 
and I strongly encourage their inclusion in the crime bill. 

* 	 Vi?lent crime involving juveniles, in6reased 57 percent from 
1983 to 1992. During 1992, there were 809 juvenile gang 
related killings - - nearly 95 percent lnvolved firearms. This 
tragedy must be stopped. We need to enact the juvenile 
handgun ban which is being discussed by the conferees. 

* 	 Our Bureau of Alcohol, Tobacco and Firearms deals with gangs. 
The Crime Bill will provide resources to expand ATF's 
successful gang prevention program, ~s well as resources for 
ATF law enforcement to target gangs: ana other violent criminal 
groups that use firearms. 



(
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. , 

QUESTIONS ON THE ASSAULT WEAP0NS LEGISLATION 

as Dassed b',lJ. the;
I 
Eolse _ 	 I 

Q: .~ Why are the firearms listed in the bill as "aSsault ~eapons" any different from 
other firf~arms? Why should they be treated any differently? ' 

. 	 , ..' I ' 
A: 	 These weapons are modeled after military firearms which are designed for battle. . 

They are made for war, not for hunting, target-shooting, or self-defense.· You 
cannot buy a grenade launcher, or a tank, or a m~c~e gun, becaus~ they are serious 
military weapons. The semi-automatic assault weapons in the bill belong in that same 

category. 	 . ': I 

The bottom line is that these weapons are extremely deadly.. There are too many 
examples of gruesome and tragic shooting rampages Jith assault weapons; A gun 
that has to be reloaded after several shots gives its ViCI a fighting chance. 

Q: 	 What features make these fIrearms different from hunting or other "legitimate" 
firearms? 

A: 	 No single feature makes a firearm an "assault weapon'j -- it is a combination of 
characteristics, such as a folding stock, a large capacity magazine or detachable 
magazine, a silencer or ttireads for a silencer, a bayonet mount, a pistol grip, a flash 
suppressor, or a grenade launcher. These features are designed either for combat or 
to conceal possession or use of the weapon. 

Q: 	 How many firearms will actually be affected by this ban? 

A: 	 Actually not very many. The legislation specifically blns 19 firearms. Included in 
that list is the Streetsweeper rapid-fire shotgun, which lwas recently reclassified, 
through an administrative action, as a "destructive:device" -- the same classification 
as a machine' gun. ; 

The legislation also refers to certain characteristics which in combination would 
require a firearm to be considered as an assault weapo~ :-- the list of prohibited 
characteristics is meant to prevent the development of future models of assault 

. 	 I I • 

weapons. Finally, it lists nearly 700 semi-automatic rifles, handguns and shotguns as 

:'" legitimate flrearms. 

( ........ 
" ":t' . \ 

' .. " .",' 
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Q: 	 If these firearms are as bad as machine guns, whf can't you just reclassify them 
\ . 
(~., 

as destnlctive devices? 	 . I 
A: 	 There is a very strict statutory defInition of destructiVe device. While these frreanns 

are essentially the same as many of the fully automatic destructive devices, the simple 
I 

change from fully automatic to semi-automatic takes :them outside of the destructive 
device defInition. The recent Treasury ruling on Streetsweepers and USAS-12's was 
possible because they are both shot-guns with large bores. 	 . 

-	 . I 

Congress enacted a ban on the importation of frreanJs with the exception of those 
I 

fIreanns·which rdeet a "sporting purpose" test. ATFI has developed "sporting 
purpose" criteria to ban the import of certain fIrearms, while ensuring that fIreanns 
with a variety of legitimate uses are available to law-kbiding Americans. Although 
Congress has recognized the need to ban these w'eapdns from import, current law still 
allows the domestic production and distribution dom~stically. 

) 

Q: 	 How prevalent is the use of these weapons in crime? . 

A:' 	 Although these frreanns constitute only one percent Jall fIreanns in America, based 
on frrearrns trace data, they account for eight percent Iof fIreanns used in crime. 
[ATF conducts over 50,000 frrearms traces per year (i)f guns recovered in crimes. 
Only 25 % of recovered frrearms are traced.] 

Q: 	 Doesn't the Brady Act already ensure that assault weapons can't be purchased by 
criminals? 

A: 	 At present, the Brady Law only covers transactions of handguns in licensed 
, 	 I 

dealerships. It does not cover any longarms, nor does it cover private trans~ctions. 
In five years, however, when the "instant check"pro~ision becomes effective, it will 
cover all frreanns transactions at licensed dealerships. 

Moreover, the Brady Act does not ban any frreanns. 

2 

..,. \ 
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J 
! Brooks' Assault Weapons Ban Alternative 

, I. . 
* 	 Chainn:m Brooks' proposed substitute to the House and Senate passed Assault 

Weapons Ban undermines the objectives of the legislation and is an unacceptable 
alternatiive. . I 

* 	 The "compromises" in every area of the legislation Jt the critical features of the bill. 
Changes that Brooks would make include: :.' . 

Removing the AR-15 from the list of banned leapons. This is one of the 
most popular assault weapons used in violent erime. Because it is the only 
domestically produced assault rifle on the list, it is the only one which is not 
and cannot be banned administratively. 

Remo.ving the application of the "featurestest'j provisions from rifles and 
shotguns. The features test would only apply to handguns. The only assault 
rifles that would be prohibited would be thosJ 8 which are specifically named; 
any future rifles or shotguns with the same fe~tures would not be prohibited.. 

. 	 I 
Changing the restriction on large capacity feeding devices from a maximum of 
10 rounds to a maximum of 20 rounds. Comrhon sporting rifles use . 
magazines of 5 rounds. The Long Island Railroad massacre involved a 15 
round clip. I 

i . 

Removing from the definition of "large capacity ammunition feeding device" 
parts from which such a device can be assembled. Without this language, 
sucb parts will continue to. be readily avaiIltbleIfor easy assembly. 

. Diluting the "features test" by eliminating the threaded barrel featur(}, which is 
designed to accommodate silencers, flash supptessors, and other non-sporting 
attachments. 

··:'.····.. 
. :.l . 
, .... t' "c




SECRETARY'S BRIEFING MATERIALS ON TAX REFUND FRAUD TASK FORCE 

Tax refllnq fraud, particUI~rly relating to electrOniJllY filed returns, has been an 
increasing problem in recent years. Often, this fraud fuvOlres taxpayers improperly claiming 
Earned Income Tax Credits. Congress has been deep-I}' interested in this area. , 

Last February, the Oversight Subcommittee ~f' the House Committee on Ways 
and Means had hearings on tax refund fraud.1 ",' 

pn Tuesday, July 19, the Senate Government Operations Committee heard 
testimony from IRS Commissioner Richardsdn and the GAO on this issue. 

, , 	 I· ' 
I am committed to working with Congress to solve the problem of tax refund fraud. 

In April, 1994, in response to concerns express~d b~ the House Co~ittee on Ways 
and Means, I fonned a Task Force to study the tax refund fraud problem. The chair of the 
Task Force is Under Secretary (Enforcement) Ronald K. Nbble; the vice-chairs are General 

, , 	 , 1 

Counsel Jean Hanson and Assistant Secretary (Tax Policy) Les Samuels. 

- The Task Force Director is George Washington 'Uni~ersity law professor Stephen A. 
Saltzburg. Professor Saltzburg is a former Deputy Assistarit Attorney General for the 
Criminal Division of the Justice Department. The Task Fotce Manager is Joyce J. Walker, a 

i . 	 fonner Deputy Associate Director of OMB. The Task Forde staff will be drawn from 
""~ ' -*,,'" 	 Treasury, IRS, Justice, OMB, other federal and state goverhment agencies, as well as experts 

from the private sector. The Commissioner of the IRS, alohg with representatives of OMB 
and tI)e Justice Department are part of an advisory COrninit assisting the TaskForce. 

- Although the Task Force study will rely in part ,on the expertise of the IRS, the Task 
Force will issue independent conclusions and recommendati9ns. ' 

The Task Force has issued an organizational cha~er, which I am se~ii,g to the 
,leadership of Ways and Means Committee. NOTE: The package containing the transmittal 

1 

letters will be sent to the Executive Secretary on July 19, 199;4. ' , 

- The Task Force will report to the senior Treasury Dlpartment officials and we will, in 
tum, report to the Committee on Ways and Means. We: antibipate that the Task Force review 
will last approximately six months. Representative Pickle'~ Oversight Subcommittee of the 
Committee on Ways and Means has indicated that it may hold hearings on this issue in the fall. 
I also understand that Senator Roth may hold hearings on Eimed Income Tax Credit fraud. 

I 	 ' 
The Task, Force is seeking broad input from parties iA both government and the private 

sector. The Task Force has been working closely with th6 IRS to study past,present, and 
possible future refund fraud practices. The Task Force is alko examining the IRS's anti-fraud 
programs. IRS Commissioner Richardson is fully supportiv~ of the Task Force effort. 
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BRIEFIHG HO~ES -- IRS ISSUES 

Commissioner Richardson appeared befote the senate 
Governmental Affairs Committee (Sen. Glenn) on Tuesday, focusing 
on two issues: refund fraud and camputers~curity. 

REFUND FRAUD 

Fraud is not unique to IRS or to government as public 
agencies and private companies have ati.tomated their systems, 
perpetrators of fraud have followed. I . . 

Treasury's Tax Refund Fraud Task Force is in process. 

IRS has studies under way, including l'three-year contract 
with the Los Alamos National Laboratoty to improve fraud 
detection methods. . I 

IRS made changes this past yeaf to'en~ance fraud deteotion, 
and will make more next filing season 1-- Commissioner . 
Richardson announced two. of these Tue~day: . 

ex~panding the suitability check on Electronio Filing 
Program applicants, and I 
delaying refunds on claims lacking proper social 
se!:::urity numbers" . • 

TheIRS is,pursuing a ~our-partf7audlreduction strategy:
underst,andl.ng /· preventl.on, detectl.on and enforcement. 

. I . 
Timely :implementation of IRS' Tax systems Modernization 
(TSM) p:r:ogram ;s the key to identifying and stopping fraud. 

COMPU~ER SECURI~Y (safeguarding taxpayer files from 
unauthorized access by IRS employees), 

Commissioner Richardson announced ovel! a year ago that no 
violatil,n of taxpayer privacy will :be Itolerated. The IRS 
has tak4~n a number of steps to reinforce among its employees 
the impc,rtance of taxpayer privacy. I' '. . . 
The systemic solution to better privacy protection is timely 
implemelltation of TSM. I 

The IRS has appointed a Privacy AdvocJte who will implement 
the pri',acy strategy and integrate 'it linto the development 
of TSM. 

The IRS has automated the research of c.omputer audit trails 
at each service center to enhance the detection of improper 
employeE~ access to taxpayer records. 

computeJ:' misuse is limited to a very ~mall portion of IRS 
employec~s with access to the- system -- ,about 0.5 percent. of 
users ill the past year. 

http:detectl.on
http:preventl.on
http:underst,andl.ng
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DEPARTMENT OF THE TREASURY· 
WASHINGTON 

July 26, 1994 
ASSISTANT SECRETARY 

/---....\ 
IMEMORANDUM FOR SECRETARY BENTSEN 

/ .' 
r~DEPUTY SECRET~:"~ 

FROM: Alicia Munnel~'\ . (~:,.// "'1· \ 
Economic Policy 

SUBJECT: BUDGETARY IMPACT OF HEALTH CARE REFORM 

SUMMARY: 
Health reform that is deficit-neutral over the next decade does 

not achievE~ long-term control over the federal deficit,. 

DISCUSSION:: '1,· 
,AS you know, in late 1993 this Adminis;tration argued that health 

care reform was essential to reduce the deficit in the out-years 
after 1999. By 2004 Medicaid and Medicare were projected to amount 
to 6.3 perc:ent of GDP (compared to 3. 7 p~rc~nt of GDP today). 

. If we want health-care reform· to stabilize the deficit at $200 
billion thI:ough 2004, then we require 10'r"ye~r net budgetary savings 
from health care reform of approximatelY'$463 billion. If we want, 
health care reform to stabilize the deficit I at 2.3 percent of GOP 
through 2004, then we require 10-year net b~dgetary savings from 
health, care! reform of approximately $318. billion. 

. I 

A health reform plan that is merely~ deficit-neutral over the 
next ten ye:ars does not fulfill the Administration I s commitment to 
use health care reform to gain long-term control over the federal 
deficit. It leaves the federal government *ith a projected deficit 
of $365 billion in 2004--3.3 percent of GOP 1 

. I 

Federal Deficit as a Percentage of pDP (CBO 
January 1994 Projections) 

3.!; 

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 
I 
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DEPARTMENT .OF THE TRElAoSURY 

WASHINGTON! 


August 8, 19Q4 

ASSISTANT SECRETARY 

MEMORANDUM. FOR SECRETARY BENT1IfE, 

FROM: 	 Alicia Munnel 

Marina Weiss 


i 

SUBJECT: 	 Health Care Delivery Room State/District 	Study 

This morning at 11 AM Secretaries Shalala, Babbitt, Reilly, and 
Cisneros released a Health Care "Deli{rery Room" study, "Why 
America NE!eds Health Care Reform: A state-by-state, District-by
District Profile. II The Delivery Room: Sdldy regularly cites a 
previous 'I~reasury analysis on the uninsui-ed by Congressional 
District. I 

Treasury ~;taff have a number of concerns with the study I s use of 
the Treasllry analysis; these concerns, which are outlined in the 
attached page, involve' incorrectly attributing ~stimates to the 
Treasury cmalysis as well as factual ~rrbrs which serve to 
exaggeratE~ the number of uninsured. 

You should know that Treasury staff were not aware of the 
existence of the Delivery Room study until this morning after

I .
copies of the study had already been sent to members of Congress. 
As a result, Treasury staff did not havei the opportunity to . 
comment on the study before its relea1se.1 In addition to 
Treasury, HHS also was not given the :op~ortunity to comment on 
the Delivl:!ry Room study, and, followi:ng Ja telephone call from 
Marina Weiss to Ken Tho~e, HHS is currently reviewing the study 
for the pl:>rtions that cite their estimate's. , : I 	 . 

: I • 

Since we have had a chance to look at the study, we have made 
attempts to contact the Delivery Room td share our concerns. 
Specifically, Marina Weiss spoke with G~eg Lawler, who is in 
charge of Delivery Room operations, and iJOSh Steiner spoke with 
Gene Sperling. Both Marina and Josh lalso have a call in to 
Harold Ickes. 

Attachment 



I • , . 

comments , , 
"Why America Needs Health ;Car~ Reform: 

A state-by-S~e. District-~-Di1trict profile" 

statement: 	 "3,233 thousand working families in Texas have no 
health insurance--a 27.5:6%· increase since 1988" 

Comments: 

1. 	 Thiss·tatement should read, "3,233' pSople in working 
families in Texas." By claiming that 3,233 thousand 
families are uninsured, as opposed to individuals, the . 
Delive:ry Room statement exaggerate's the nUmber of uninsured. 
Note that this mistake is repeated ort more than one page for 
each state (and attributed to the Treasury analysis), while 
in other parts of the document the filgure is correctly 
phrased.' 	 . , .1, , 

2. 	 The 27.56% increase since 1988 is incorrectly attributed to 
the Trl:!asury study, which did not estimate the number of 
workinq- uninsured in 1988. In fac't, !for some states the 
percentage increase is implausibly large; for example, the 
page fc)r Virginia claims that there bias been a 66% increase 
in the number of uninsured in work1ng families since 1988. 

statement: 	 11920,214 children are without health coverage (in 
Texas)" 

Comments: 

1. 	 This number, taken 'from a study by; Se'nators Rockefeller and 
Daschlfa, is not consistent with the T;reasury Department 
analysis, which states that 972,000 children in Texas are 
uninsured. While the Delivery Rooin p~roject does not use the 
Treasury number for the states, the dbcument does 'use the 
Treasury number of uninsured childreni for, each Congressional 
distri(::t, making the document itself !inconsistent. 

: I 
I 

I .: 


Note: There are a number of other less significant errors in the 
state/district study related to the use'ofl the Treasury. analysis: 
for example I' the percent of uninsured ih working families for 
each Congrei;sional district ·is slightly: different than the ' 
Treasury es1:imate. : I 
'Also note that the above comments only concern the parts of the 
study which cite the Treasury analysis.; 

I 
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Why Texas Needs Universal Coverage: 


IUnder ihe current system... I 
. I 

• 175,000 people in Texas lose their insurance each, month. [Lewin-VHf estimat.es, 1993. Families USA, "How 
Americans Lose Their Health lnsurancc.· April 1994.) 

.3,233 thousand working families in Texas have no health insurance -- a 27.56% 
increase since: 1988. [Departmml ofTreasury. "Estimates ofthe U~red l Working Families and Uninsund Children by . 

CoagtaaionaJ Distric:t,·"/19194; 1988, 1993 CPS) . 

• . Ofthe.3,839 thousand people without health cov~rage in Texas, 3,233 thousand are in 
. . . '" I . 

. working families -- that's 84.21% of all the people without coverage in Texas. [Departmentof 
Treasury, "Estima1caoftl-.e Uninsured in Working Families and Uninsured Children by Con~ionaJ District,· 7/19194.] . 

• 920,214 childten are without health coverage. I'"""" J~_"'" T~o..au.. .Ama;Q w ...... 
Univcna.l Coveragc.." 6116194. Calculated from March 1993 CPS and 1990 CensuS ciata'] I . 

. , 

• 14.2% offamily income is spent on health care each-year -- an averageofS7,547 per 
family. [Lc:win-VHI estimates. Families USA, "SI<:yrodc.cting Health Inflation, • ~ 1993.] 

• 21.2% of the state budget is spent on MediCaid.II99"L_...._-N......."""""""o,"'"

Budget OffiOCl'll] I • 

I • 

http:estimat.es


"Thy Texas Needs Universal Coverage: 
, 	 .: I 

IWith UNlVER..\"'AL COVERAGE ... 

, 	 ' , i I: 

• 	 Every middle-class family earning between $20-75,° 00 will save, on average, 
$622.71 each year on insurance premiums compared t<]'

1 

a non-universal reform -- that's 
substantial savings for 3,335,910 families in Texasl [eailioliC Health Associalion ofthe United SIaJes, "Covcngc, 

Pnmiums, and Houachold Spending Implic.a1ions ofHca.Ith Rcfonn." 7118194.] . I, 	 ," 

• 	 3,233 thousand working families in Texas will no 10n~er go without coverage. [Department 
ofTl:'CUUry. "Estimalcsofthc Unimurc:d in Wcrldng Familicsand Unimurc:d Children by CongressionaJ District," 7/19194.] 

,'. 	 ; I ' 
• 	 920,214 childrtm will no longer go without coverage. [~~JaYRockcfcUcrandTomDaschIc. "Amaica 

Without Univena1 CoVcnlIJC," 6/16194. Calculaced from Mardll993 CPS and 1990 ~II 

• 	 5,452,062 people with pre-existing conditions will :no longer be at the mercy of 
insurance companies. [UnilCd States Depar1mant of Health and Human sFfYiJ csti.ma1e1 

•. 	2,726,342 people will no longer have life-time limits o~'their coverage. [V'Dlms_1 
, 	 ., I 

• 	 As much as 52.•6 billion will be saved by doctors and h~spitals when care is fully 
compensated. ( ....... J.y R,d,,'"''''''T_ Dudd<. ''''';''w_!JNt;c........·''''''"',1 


• 	 As many as 9,393,000 people will receive mental heal~ benefits. (Lcwin-VHIestirnau:a. FamilicsUSA. 
"Better Benefits.• DecernI:I4~ 1993.] 	 ': I " 

! I; 
• 	 As many as 16'7,644 two-year oids will have imprqved coverage for immunization. [Us 

DHHS cstima1c) 	 . 

• 	 As many as 4,690,085 women will have improved co~erage for mammograms. {US DHHS 
cstima1c] , I 	 : 

• 	 As many as 1,120,000 Medicare recipients gain presJpti~n drug coverage. (L<wio-VlU 
estimates. Families USA. "Setter Bencfit.s.," I)eQcmbcr 1993.] 	 , . 

• 	 As many as 174,000 people will be able to get h~Ip wi~ home and community based 
care. [Lewin-VHI cstiinates. Families USA. ,"Better Bencfits.," December 1993.] 

\ 



, " 

W"hy Texas Needs Univer~al Coverage: ' 
, 

ITexas can't afford Non-Universal reform... II: 
: 	 I: 

I 	 I i j 

• 	 105,000 people in Texas will continue to lose their ~insurance each month. [Lewin-Vlfl estima1es. 

Families USA Special Rcpcltt, "The Phony 91% Solution," 6/17194.) 

• 	 Under non-universal reform, every middle-class family earning between $20-75,000 ' 
will be forced to pay, on average,- $622.71 more each y,ear on insurance premiums than 
they would undler universal reform,..- that's 3,335,910 fWes in Texas. (Lewin-VlflCO£the 
embolic Health AaaociaUoil ofthe United States. "Coverage, Premiums, and Household sPending Implications ofHealth ReConn," 7/18194.] 

, 	 'I 
• 	 $4,182,067,296 in additional costs will be shifted to Texas's state budget under a Dole

style Medicaid cap by the year 2003. [American Fcdera1iOl'l of Sta~. County and Municipal Employees and Citizen Aaion. 
"Squoc:zingthe Stales," 7m194.) 

!Texas Wins With Shared Responsibility... I, 
• 	 Without sharell responsibility that ensures univers~ cJverage, 2,231,180 families in 

Texas will have to pay as much as $3,900 more ea~h },rear ifthey'want insurance. [1993 
CPS; "Families and NatiorW Health Rdorm,· Kaiser Commission 0l'l1he Future of Medicaid. 5194. ] 

• 	 With shared responsibility, Texas businesses that no~ provide inswande will save as 
much as $1.9 billion in premium costs for their employees each year -- an average of 
$290 per worker. [U.s. [)epat1mQn of Health and Human 8ervi~ .~.sJte 'Analyses: Health Secwity. The Prcsidcot.. H~Care 

PIan,"Mardtl,I994. EltimaU:afO£theyear2000.] , : I " , 

• 	 Workers employed by firms that offer insurance will slave as much as $2.9 billion and 
earn $1.5 billion in higher wages. [U.s. Department ofHealth and HL Serviocs, ·Swe-by-Stat.c Analysis Health Security. 

The Prcsi~·. Health CiIl'C Plan," March I, 1994. Estimates for the year 2000.) : I ' 
I ' 

, I. 

• 	 Texas will save as much as $3.3 billion. [U.s. ~of~ealth and Human Serviocs, "Sta1o-by-Stat.c Analysis ~ealth 
Secwity, The Prcsidcot's Health Cafe Plan.• March I, 1994. Estimates CO£ the year 2000.) I, , ' 

{ 


http:average,-$622.71


State Data Profil~ 


16,986,510 

11.34% 

11.92% 

812,848 

33,846 

2 
60,074 

882 

42 

18.7% 

101 

28 

Total state population 
[1990 Censusl ' 

Medicare recipients 
[U.s. Depanment ofHcalth and H~ Services, HCFA unpublished datal 

Medicaid recipients 
(HHS,HCFA] 

Persons with disabilities 
[Area Resouroc:s File, 9193. people bdweent the ages of 16-(4) 

Doctors total i 

(Area RCSOUItIe File, 9193.] 

Doctors per 1000 people 
~urses : 
IArea RCSOUItIe File, 9193] 

Hospitals 
[American HaspitaJ ~oo) 

Community and Migrant Health Centers 
(HHS. Hcslth RC$OW'CCS and ServioCs ~on) 
Population underserved I: ' 
[HHS. Hcslth Rcsourccs and ServiOcs Administration] 

~ational Health Servic~ Corps members 
(HHS. Hcslth Rcsourccs and Servi~~OlIJ 
~ational rank: of infant tnortality rate per 1000 births 
[Area Rcsourccs File. 9/93. Five yCar a~ infant monality ~ 1984-l987.)

I 
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TREASURY CLEARANCE SHEET 	 'NO. fjCf-1~~115 
Date ' , , I, 8-8

MEMORANDUM FOR: 0 SECRETARY 0 DEPUTY SECRETARY ~D EXECUTIVE SECRETARY 
'\ t. .o ACTION 0 BRIEFING D lNiFORMATION 0 LEGISLATION 

o PRESS RELEASE DpUBLICATION ORIfGULATION EJ SPEECH 
o TESTIMONY 0 aI'HlfR __________ 

FROM: Alicia Munnell - and Marina ~eiss 

THROUGH: ,--------:--:-----:---t'~_;:_:__;__:__;"__:_____=::____:;___-
SUBJECT: Health Care Delivery Room; state/District Study 

REVIEW OFFICES (Check when office clears) 
o Under Secretary Cor Finance 

o Domestic: Finance 
o Economic: Policy 
o Fiscal 

OFMS 
o Public: I)ebt 

o Under Secretary for International Affairs 
o International Affairs 

o EnforCement 
o ATF ~ , 
o CustomS 
o FLETC i 
o Seaet SUvice 

o General CoUnsel I ' 
o Inspector General 
o IRS, ' I' o Legislative ACCairs 
o Management I
OOCC ) , , 

o Policy Management 
o Scheduling 

o Public: AfCairslLiaison 
o Tax Policy 
o Treasurer 
, OE&P 

o Mint 
o Savings Bonds 

o Other_______ 

INITIAL OFFICE TEL. NO.INAME (Ple~ Type) " DATE 
I 

INITIATOR(S) 


"Andy Rittenberg 
 poJCY8/8/94 Economic 2-1521\Jf\ 
I 

:REVIEWERS 

I 

i 
I 

I 

I , 

, 

i 
, 

: 

i 

i 	 I 

" 

I 

I 

' 

I 

,
SPECIAL INSTRUCTIONS 

: 

", 

o ReVIew Offlcer 	 Date 
; 

o Executive Secretary 	 Date 
, ; , 

I 
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DEPARTMENT OF THE TREASURY 
WASHINGTON 

. ~ . c., Y- I 3 	7 'If!¥August 11, 1994 

ASSISTANT SECRETARY 

MEMORANDUM FOR SECRETARY BENTSEN 

FROM: .~Joan Logue-Kinder 

1) Assistant Secretary (Public Mairs) 


, 	 . I j 

SUBJECT:: Cabinet Caravan for Health Care 

DATE AND TIME: Friday, Augu~t 12, 1994, 8:45 J.m. 

LOCATION: White House/Capitol Hill 

P ARTICIF'ANTS: 

Treasury: 	 Secretary Bentsen 

Others: 	 Michael Levy . 

Joan . Logue-Kinder 

Marina Weiss 

Cabinet Secretaries 

The President's Economic Team 

The Congress 

.Open Press 

BRIEFING: To urge Congress to pass the liealth care bill. 

I 
SCENARIO: 8:45 a.m. 	 President meets with all Cabinet Secretaries and his 

Economic Team 

9:15 a.m. 	 Weekly econOmiC briefing in·the Oval Office '. 

r9:30 a.m. Cabinet caravan leaves the White House for Capitol 
\ Hill 

9:45 a.m. Photo-op on steps of the Capitol with other . 
Secretaries 

I 

10:00 a.m. 	 You go to the Senate Floor for meeting with Senator 
Moynihan 

Tab A - Memo re Health care 



DEPARTMENT OF THE TREASURY 
WASHINGTON 

August 11, 1994 

MEMORANDUM FOR SECRETARY BENTSEN 

FROM: ~iarina L. Weiss 

SUBJECT,: Health Reform, 

ACTION F'ORCING EVENT: Cabinet visit to the Senate 

BACKGROUND/ANALYSIS: 

Purpose ,of Hill Visit: 
, 

oAs 'you know, you will be joining other Members of the Cabinet 
on a trip to the Capitol to lobby Sertators to support Majority 
Leader !Htchell ' s efforts to 'preserve the triggered employer 
mandate provisio~ of his health reform bill. Your assigned Member 
is Senat:or Moynihan, but you are er¥ouraged to lobby others 
informa11y if you wish. To recap briefly, the 50/50 mandate would 
go into effect only if, in the year 2000, less than 95% of the 
populati(m is insured. If the mandatel were to be~triggered, it 
would be implemented no sooner than 200~" and only in those states 
where thE! number of uninsured exceeds the permissible threshold. 

o The purpose of your visit is to di~~USS health reform and to 
encouragE! Chairman Moynihan to support the Leader when the motion 
to strikE! the mandate is offered. Thi~ assignment should not be 
diffic~l t: as the Chairman supported a Istronger employer mandate 
offered by Mitchell during the Finance \ Committee mark-up and is 
expected to vote with the Leader on this issue. 

You might want to use this opportuJity to get the Chairman -
who has been co-managing the bill with senator Kennedy -- to give 
you an update on the situation in 'the Sehate. You should be aware 
that Moynihan has been effusive in his ptaise of Senators who have 
spoken on behalf of bipartisanship, and lit is clear that Packwood 
and Dole are eager to maintain a cordial relationship with Moynihan 
even as the debate becomes testy on the\floor. In addition, if,' 
you wish t:o, discuss other non-health issues with the Chairman, this 
is an oppcJrtunity to do so. 

status of Health Reform Debate: 

o Votes are tight, but given that the employer mandate is 
included in the Mitchell plan and removing it will be a motion to 
strike Mit.chell can affo.rd to lose up to '7 Democratic votes if, as 



expected; Senator Jeffords continues to be supportive. Timing of 
the vote is not clear, largely because the House situation is fluid 
[therefc)re, the House Leadership is not sure it will be able to 
take advantage of a·good Senate vote br to stem the tide if the 
Senate vote is negative]. You should b$'aware that Mitchell is in 
the process of revising his plan a thir~ time and will release the 
revision.s within the next 24-36 hours. ' 

o Senator Baucus yesterday afternoon delivered good news on the 
mandate issue by saying he would vote against a motion to strike. 

However, Baucus also made clear his inte1ntion to oppose the overall ; 
bill as currently written because i'~ does not achieve cost, 
containmt~nt and it includes excessive f1unding for academic health 
centers [the only provision Moynihan is determined to preserve]. 
Baucus' staffer reports that Senators are increasingly "nervous" 
about thc~ Mitchell bill, largely because the Republican attacks,

( • I •coupled w1th poor press coverage, are tak1ng a toll. 
. I o Yesterday, Senator Hol11ngs held a pr;ess conference to announce 

his oppos,ition to the Mitchell mandate, making him the 5th Senator 
to state publicly his opposition [others are Bob Kerrey, Boren, 
Shelby, and Nunn]. . . . \ 0 . 

o Today, Senators Kohl, Bob Kerrey and 'Boren went to the Senate 
floor to encourage the Leaders to w6rk together to craft a 
bipartisan plan. Meanwhile, Senator paschle delivered a very 
strong critique of the Dole/Packwood b±ll which was rebutted by 
Senator DI:>le. '" , . \ ' .... 

o I am advised that the situation in the House is deteriorating,
with the J:'eadership unable to muster sufficient votes to pass the 
Gephardt plan. The developments in the Senate have persuaded 
enough Men~ers that it would be foolish to lend their support to an 
80/20 mandate, and there is growing concern about the "excessive 
regulation" included in the Leadership bill as well as the 
inevitablE! "big government" associated wilth the Medicare C portion 
of the plan. I· 

I 
o At the moment, the most promising activity seems to be 
occurring within the' reconstituted "Mainstream" group in the 
Senate. A,ccording to staff with Breaux land Danforth the Members 
participating in this group include but ar:e not li~ited to: Breaux, 
Chafee, Danforth, Durenberger, Boren, Jeffords, Feinstein, Bond, 
Bradley, BI:>b Kerrey, Lieberman, Gorton, a!nd Hatfield. Members on 
the House side as well as 9ther Senators ~re watching and waiting 
for the group to come to closure around both a series of provisions 
and a process for their consideration on rhesenate floor. 

In addition to process questions [whether to offer an entire 
sUbstitute or simply targeted amendments]~ principal issues under 
debate in the Mainstream group inclu~e: \' 

1. The high cost plan assessment Br~dley and Danforth are in 



.. 


/--~"''''
f 
f the process of rev1s1ng the proposal in a way that reduces the 

revenue but moves the provision in the direction of a tax cap.' 
While t.he policy outcome is clearly more acceptable to .the 
technicians, it is likely to gene~ate opposition from both 
organized Labor and conservative anti-tax Members. 

2 • The failsafe -- Danforth and Kerrey, in their role as 
entitlem.ent . reformers, are seeking changes in the failsafe 
mechanism to include Medicare and Medicaid as programs whose 
spending would be reduced if spending oti subsidies grew too rapidly 
[the Mitchell bill applies the failsaf~ only to spending for new 
programs]. They are also suspicious tha:,t the OMB will "play gamest! 
in setting the baseline against whi6h new spending would be 
measured, and are therefore looking for\ways to better control the 
determination of the baseline. 

3. Remedies and dispute resolui;ion -- Jeffords' and many 
others are deeply upset by the Labor committee provisions relating 
to remedies and dispute resolution. Wholesale changes in Title I 
of the Mi.tchell bill are being sought. \. . 

. 4. Malpractice reform -- the Mitchell bill is viewed as too 
lenient to the Trial Lawyers Associationi, and the group is working 
to return to the provision approved in t~e Finance committee mark
up. \ ' 

5. Medicare Integration -- the insurance industry is seeking 
a provision that would allow Medicare b~rteficiaries to enroll in 
private plans and several senators are ,trying to persuade the 

. others that the proposal should be acdepted. The downside of 
expanding consumer choice in this way, ho~ever, is that the elderly 
and disabled would choose private plans when they are fairly 
h$althy but be encouraged toward the go~ernment funded plan when 
they are older and sicker, thereby driving'up government costs and 
protecting the private plans. 

'·"":"'."·
'. 1. 
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WASHINGTON 

August 9, 1994 

MEETING WIlli HOUSE MEMBERS ON HEALtH CARE 

I
'. 	 DATE: August 10, 11994 

LOCATION: HC 8, The ppitol 
TIME: 4:00-5:00 PM 
FROM: Jack Lew 

, , 

L P,URPOSlE 

To present the economic case for comprehensive health care rffonn to a group which is' 
largely freshman Members. The group includes a number of Members who are undecided or 
leaning no, and a number who are supportive but need to be shored up with economic 
arguments that they can use with confiden~. The meeting sh~uld emphasize a positive 

. approach to the House leadershiI' bill and not focus on the Mitchell bill. 
. . . I 

• 
II. BACKGROUND 

For the past several weeks the House has been engaged in a l,argely internal process to define 
the House leade:rship bill as a new approach. During this period there has been relatively 
little Administration involvement, and contacts with Membed have been low profile. 
Beginning on Monday, we resumed more aggressive Admini~tration efforts with House 
Members. The President met with a group of eleven House Members, several of whom are 
also invited to t.his meeting~ He will be meeting with anothet group of Members this 
afternoon. . 

At the Monday meeting with the President, a recurring theme was the preference of many , 
members for the: Mitchell approach compared to the Gephardt approach. Since the rule in the 
House mayor may not provide for a vote on Mitchell, theubportant message to Members is 
that it is critical. to vote for-the House leadership bill to get t6 conference and to get the 
strongest possible bill out of conference. 

This moming's Washington Post story on business concerns rth both the Mitchell and the 
Gephardt bills will further raise concern~ which Members alieady have about the impact of' 
health care refonn on business. We need, to use this meet~g as an opportunity to ann 
Members with arguments that they can use in response to these concerns. ' 



. r 

I 

III. SEQUENCE OF EVENTS 

The meeting will' begin with brief presentations, followed by Huestions and discussion. 

rv. ISSUES FOR DISCUSSION 

(1) Effect of health care reform on premiums. 

Both the Gephardt and Mitchell bills will signifipntly reduce, or eliminate, 
uncompensated care. As businesses look at the impact of various provisions 
which cost them l!10ney, they also need to look ~t ,the other side of the ledger 
and give credit for the provisions which save thclm money. Businesses which 
currently insure will pay less than they presentlyl do when uncompensated care 
is removed from premiums. . 

. (2) Effect of the mandate on employment. 

Gephardt has argued extensively with MemberS that the mandate is like a one 
time increase in the minimum wage, and that sirice Congress will not be 
legislating a minimum wage ...as well, the mandatb will have a very modest 
impact on employ~ent. ' . 

Th(: CBO analysis of the Mitcpell bill s]lpports ,hiS analysis. CBO concluded 
that the effect of the mandate, "would be quite small because the mandate 
would not be implemented until 2002. Market ~ages for low-income workers 
will rise .over time, reflecting general inflation ahd, probably, some share of the 
nation's real economic growth. As a result, fewl 'Yorkers will be earning the 
current minimum wage by 2002. Ifthe Congress did not raise the miriimum 

. ! . 
wage, loss of jobs from this mandate would likely be very limited." . 

Since the Qephardt bill delays the employer mJdate for firms of 100 and less 
until 1999, and provides subsidies. for small lo~ ,wage firms, the CBO analysis' 

- should be very similar. 

(3) Impact on small business. 
. \ 

The Gephardt bill' provides subsidies of up to h~f the premium for small low 
wage firins. Community rating and reductions in administrative costs will 
reduce premiums for these firms, and wmmak~ it possible for them to provide 
insurance at rates which are competitive with the larger firms that presently 
benefit from fi:!xperience rating. ' 

We expect that business subsidies will be phased out after ten years, as they 
were in the Ways and Means bilL While Menibers have not yet focussed on 
this phase out, there may be a question regardirtg' the long term impact on 
small business. ' 



In the long term, cost containment is the real benefit for small business. The 
Gephardt bill has serious cost containment provisiops, which in the long run 
will limit the premiums that small businesses pay. ,The Medicare Part C option 
offers a cost constrained option to firms of 100 ot tess as soon as the mandate 
takes effect. 

(4) Deficit impact and cost containment. 

Cost containment is the key to achieving real long term savings in both public 
and private health care spending. The House bill has strong cost 'containment 
provisions which ,are critical. 

(5) Limxts of incremental reform. 
\ , 

IncfC:mental reform which' does not eliminate uncJcipensated care or provide 
cost containment will not control premiums or ena ~st shifting. 

. " I ' 'I 

V. P ARTICIP ANTS 

[LIST OF MEMBI~RS ATIENDING] 

Rep. Ben Cardin, Maryland 
Rep. John Lewis, Georgia 
Rep. Peter Barca, 'Visconsin 
Rep. Leslie Byrne, Virginia 
Rep. Bob Clement, Tennessee 
Rep. Sam Farr, California 
Rep. David Mann, Ohio 
Rep. Tim Roemer, Indiana 
Rep. Lynn Schenk, California 
Rep. Maurice Hinchey, New York 
Rep. Carolyn MaloIley, New York 

Secretary Bentsen 
CEA Chair Laura Tyson 
Administrator Bowles 
Gene Sperling 



CONGRESSMAN PETER BARCA ID-WD: 
I : 

Congressman Barca now holds former Secretary Aspin' s seat but may have some trouble' 
retaining it. He won by less than one percent in the special elbction and the same opponent 
is running again. Although Barca has been publicly supportiv~ of the health care effort, he 
has not cosponsored any of the major health reform bills. B~ca campaigned against new 
taxes and for controlling health care costs while expanding access. He has said that health 
reform must make the purchase of health insurance possible fdr all Americans and include 

I 	 . 

coverage of preexisting conditions. He supports provisions calling for everyone to pay 
something towards: coverage. 	 . 

. 'Barca served in the state legislature and was also a teacher of lmotionallY disturbed children 
and a job training specialist for people with disabilities. A Catholic, he said he would 
support. the Freedom of Choice Act. . 

Recent D~velopments: 
At a meeting with the President on Monday, August 8th, Barca said that people in Wisconsin 
are scared. He is not prepared to say what he will vote for bJt he wants to do the right 
thing. He feels pe:ople want more gradual steps. He is also cbncerned that there is not 

I 

. enough time after the vote to go back to the people and show the positive effects as with the 
Budget. \, 
In another recent meeting, Barca told an Administration representative that he has still not 
decided how he will vote. He would like to"get to urfiversal e<hverage but does not like the 
employer mandate in Majority Leader Gephardt's bill. He alsb noted that he wants time to 
review the bill in its entirety, especially noting its effect on thJ deficit.· Barca would not . 
mind putting off a vote until January, then having reform phasM in before the next election. 
He does not want a tough vote on something that would not bd effective until 1999.. 

l 
Votes: FOR: 	 AGAINST: 

. 	 I 

Budget Reconciliation 	 NAFifA 

\ Why the 1st district needs health care refonn: 

• 	 44 thousand people in working families in Rep. Peter Barca's district have no health 
coverage. 

• 	 89.80% of all people without health coverage in Rep. Peter Barca's district are in 
working families. 

• 	 12 thousand children in Rep. Peter Barca's have no he31th coverage. 

• 	 Every middle-<:lass family earning between $20-75,000 ~ill save, on average, . 
$630.95 each year on insurance premiums compared toa non-universal reform -
that's substmtial savings for 127,202 families in Rep. ~eter Barca's district. . 

8/8/94 



CONGRESSWOMAN LESLIE BYRNE (I)·VA): 

Freshman Congresswoman Byrne barely won her seat in 1992 with 50% of the vote and Roll 
Call considers her one of the top 25 incumbents most in jeopardy this November. She has 
not cosponsored any of the major bills but in a Washington Post article on her and Rep. 
Moran on July 29, she was portrayed as optimistic that the l~dership would produce 
something she can support: "To Byrne, failing to pass a health care plan before the 

I . 

Nov.ember elections would be a political disaster. il The Post deScribed health care as a major 
plank in her 1992 election, and she said: "I don't want to hurit or help the president if it . 	 ' 

. hurts the constituency. " 

Byrne's two majo:r issues are reproductive rights and federal €,fmployees. She does not want 
to see federal employers and retirees end up with lower benet1tS and higher costs. She 
signed the DeFazio-Schroeder letter supporting inclusion of abortion in the benefits package. 
She has told the .. Administration she will support the Gephardt Ibill if she is satisfied with the 
reproductive rights provisions. She is also protective of the seniors in her district .and is 
opposed to any Medicare cuts. She has no problems with triggers and. the goal of universal 
covera~e, or the caps on premiums as long as they are inaccdrdance with COLAs. She said 
that she and many of her House colleagues with tough races Jant the Senate to vote first on 
the mandates. Last year she was one of the 25 co-signers of ~ letter urging caution in the 
imposition of toba.cco excise taxes. \ 

" Of her constituents he says "There are two levels of anxiety. One is about the current 

system going down the tubes. The other is people feeling they're one illness away from 

banlcruptcy. " I 

Votes: FOR: 	 AGAINST: 

I 

Family and Medical Leave NAFTA 
Budget Reconciliation 
Nalional Service 

Why the 11th district needs health care refonn: 

• 	 53 thousand people in working families in Rep. Byrne's district have no health 

coverage. 


I• 	 85.48% of all people without health coverage in Rep. Byrne's district are in 

working· families. 


• 8 thousand children in Rep. Byrne's district have no health coverage. 
. I • 

. I

• 	 Every middle-class family earning between $20-75,000 will Save, on average, 
$629.73 each year on insurance premiums compared t6 ~ non-universal reform -
that's substantial savings for 125,272 families in Rep. Byrne's district. 

8/8/94 



CONGRESSMAN BEN CARDIN (I)~MD): Ways and Means member Rep. Ben Cardin 
has been one of Ollr strongest supporters in the House. He told 'the Washington Times on 
July 27: "Our job is going to be selling the underlying bill, arid I think we're having some 
success. People who are going to want universal coverage arel going to support this bill. II A 
Health Security AGt cosponsor, he supported the effort to raise the cigarette tax in the 
subcommittee. Hf! felt the bill Was strengthened by the commi1ttee changes in its financing 

mechanisms and reduced ~osts for small business. 'I : ) .' . 
He has been concemed of late about situations where employe~s 'buy health insurance for 
those who already have coverage through their spouses. CardlosuPports universal coverage 
but has said he would phase-in the employer mandate, starting Iwith big companies. He 
believes that cost containment and insurance! reforms should be in place before a mandate 
applies to smaller companies. 

Votes: FOR: AGAINST: 
Family and Medical Leave 
Budget Reconciliation 

, NAFI'A 
National Service 

\. 
Why the 3rd district needs healtH care re/o'tm: 

• S9 thousand people in working families ih Rep. Qrrdin's district have no health coverage. 

• 85.51 % of all people without health coverage in Rep. cardih"s district are in working 

families. 


• 10 thousand children in :Rep. Cardin's district have no health coverage. 

• Every middle-class family earning between $20-75,000 will save, on average~ $628.93 

each year on insurance premiums compared to a non-universal 
reform -- that's substantial 

. savings for 143,539 families in Rep. Cardin's district. 
8/8/94 ' 

\ 



CONGRESSMAN BOB CLEMENT (D-TN): 

A former political "boy wonder, II college president and real esrate executive, Congressman 
Clement is a Cooper and Rowland cosponsor. At a July meeting with Administration 
officials, Clement said, that as a small businessman him~elf, hel has small busin~ss concerns. 
He could see a .hard trigger, or at least a delayed effecttve date, but not a straight mandate. 
He noted that he told the lead sponsors of the Cooper and Ro~land bills that he wanted to 
help the President on health care reform if he could. With either a hard or soft trigger, he is 
prepared to help, but is concerned about voting on the employJr:mandate before the Senate 
acts. While ostensibly pro-choice, he does not want any govetnment money involved: 
Clement co-signed the letter last year condemning the tobacco ~xcise; 

H~ is a member of the' veterans' Affairs Committee, Rural HJth Care Coalition and 
MaiMtream Forum. I:Ie represents Nashville and is said to ha~~ considered running for 
Governor, a pos~ once held· by his father. 

Recent Developm,mts: 
At a meeting with the President on Monday, August 8th, Clement said that he hears more 
good things back home about the Mitchell bill than he does ab9ut the Gephardt bill. 

I 
Votes: FOR: 	 AGAINST: 

Family and Medical Leave 	 Budgbt Reconciliation 
I

NA1:::TA 	 Assault Weapons Ban 
:: ' t

National Service 	 • 

Why the 5th district needs health care refonn: 

• 	 61 thousand people in working families in Rep. Clement's district have no health 
coverage. 

• I
' 

'1 
• 	 82.43% of all people without health coverage in Rep. Clement's district are in 

working families. . I: . 

• 	 13 thousand children in Rep. Clement's district have no health coverage. 

• 	 Every middle-class family earning between $20:.75,000 will save, on average, 
$624.39 eat:;h year on insurance premiums compared to a' non-universal reform -
that's substantial savings for 127,361 families in Rep. Clement's district. 

8/8/94 



CONGRESSMAN SAM FARR (D-CA): 

A former state legislator, Congressman Farr now holds Chief of Staff Panetta's seat. He was 
appointed to the Agriculture, Natural Resources, and Armed SerVices Committees. The 
district is one which includes the Monterey Peninsula, agricultubilland, and a nearly one

.. third Hispanic constituenCY.. I· 

Farr is a McDermott cosponsor and has a very large number of single payer advocates 
. 	 I . . 

among his constitm::nts. In July; he cosigried the DeFazio-Schreeder letter to the Speaker on 
abortion coverage. 

, 

, 


He campaigned for increased emphasis on women's health issues and support for the 
Freedom of Choice Act. Both in the state legislature and his run. for Congress, Farr had 
ver,y .strong support from women's groups. In meetings last year, Farr advocated folding in 
the health portio.n of workers compensation and auto insurance. 

Votes: . FOR: 
National Service 

Budget Reconciliation 

NAFTA . 


\, 
Why the 17th district needs health care refonn: 

• 100 thousand people in working famnies in Rt!p. Farr's district have no health 
coverage. 

• 	 . 84.75 % of all people without health coverage in Rep. Fan::'s district are in working 

families. .... I .. .. 

• 	 27 thousand: children in Rep. Farr's district have no health coverage. 
I 

• 	 Every middle-class family earning between $20-75,000 J.,m save, on average, 
$626.83 each year on insurance premiums compared to Jnon-universal reform 
that's substantial savings for 118,904 families in Rt?p. F~'s district. . 

8/8/94 . 



... . 

CONGRESSMAN MAURICE HINCHEY ID-NYl: 

A former state assc~mblyman, freshman Congressman Hinchey is a HSA and McDermott 
cosponsor. Hinchey's popularity in his legislative races in a Heavily Republican area helped 
him win this seat with 50% of the vote. He is nominally favoted to win this fall. The 
district includes SrTlall cities and parts of the Hudson Valley. It will continue to be hurt by 
IBM and defense Layoffs which will in tum hurt his reelection thances. Hinchey sits on the 
Banking and Natural Resources Committees. . 

Hinchey campaigned for national health care reform and continles to prefer th(( single payer 
system. Hinchey wants to insure that any overhaul of health dre removed the inequities in 
New York's Medicaid reimbursements. Local groups report tHat he wants the employer 
percentage at 80%, feels there needs to be premium containmerit~ supports comprehensive 
benefits, and opposes taxation of benefits. In the Assembly he Iwas a strong supporter of 
women's issues, including abortion rights. Hinchey cosigned the DeFazio-Schroeder letter 
on abortio~ benefits. He also sponsored a bill bringing more f~ily practice physicians to 
his area, and maintained its success at reducing prenatal and infant mortality rates. 

, I : 

Votes: FOR: 
Family and Medical Leave

AGAINST: 
I , 

NAFTA 
Budget Reconciliation \ 

National Service '\ 


Why the 26th distdct needs health care re/dim: • 

.' 59 thousand people in working families in Rep.' Hinche~'s ,district have no health 
coverage. 

I : • 	 81.94% of all people without health coverage in Rep. Hinchey's district are in 
working families. 

• 	 13 thousand children in Rep. Hinchey's district have no, health coverage. 
I , 

• 	 Every middle-class family earning between $20-75,000 till save, on average, 
$625.04 each year on insurance premiums compared to ~ non-universal reform -

I 

that's substantial savings for 125,889 families in Rep. Hinchey's district. 

8/8/94, 



CONGRESSMA.l'r JOHN LEWIS (D-GA): 

Chief Deputy Whip Lewis has been unfailingly supportive of ttte Administration's efforts on 
health care reform. An HSA and McDermott cosponsor, Lewis is a freshman member of the 
Ways and· Means Committee and serves on its subcommittee op health. He is president of 
Americans for Democratic Action which has endorsed the PreSident'S plan. 

I 	 . 
Lewis is concerned about access to substance abuse and mental ~ealth programs and long-
term care. He str(mgly opposes tobacco and favors raising exCise taxes. Lewis has found 
the compromises on the tobacco tax particularly difficult. He tosigned the DeFazio- . 
Schroeder letter on abortion benefits. He has a number of hospitals in his district and wants 
to be sure that inm~r city and rural citizens have equal access t6 universal quality health care. 

Whip Count: Xes 
Votes: FOR: 	 AGAINST: , I 

Family and Medical Leave NAFrA 
Budget Reconciliation 
National Service 

Why the 5nd district needs healih care re/onn: 

• 	 96 thousand people in working famnies in Rep. Lewis's.district have no health 
coverage. . I . . 

• 	 80.00% of all people without health coverage inRep. L1wis's district are in working 
families. 

• 	 31 thousand children in Rep. Lewis's district have no nealth coverage. 

• 	 Every middle-class family earning between $20-75,000 ~hl save, on average, 
$620.33 each year on insurance premiums compared to ~ non-universal reform 
that's substalIltial ,savings for 115,078 families in Rep. IJewis's district. 

8/8/94 



CONGRESSWOMAN CAROLYN MALONEY CD-NY): 

Freshman Congress,woman Maloney now represents what was once the "Silk Stocking" 
district of New York City. A member of the Banking and Gov~rnmentOperations 
Committees as well as the Caucus for Women's Issues, she is ~ McDermott cosponsor. 
Maloney won with a slim majority over a popular Republican. IWhile her district is now 
overwhelmingly Democratic, she faces a stiff re-election. She yv-as targeted by the 
Republicans after hler vote for Budget Reconciliation -- earlier she had surprised many by 
voting against the budget. 

Maloney cosigned the letter to Chairman Moynihan and Rep. Rangel concerning the effect of 
the HSA on New York State. She is particularly worried about the/bill's impact on New 
Y ork,hospitais. She has said that some New York unions want to opt out of the alliances. A 
strong supporter"of women's rights, Maloney cosigned the DeFazio-Schroeder letter on 
abortion Qenefits. . , 

Whip Count: Leans Yes 

Votes: FOR: 	 AGAlfST: 
Family and Medical Leave \ NAFI'!A 
Budget Reconciliati~n 
National Service 

" . 
Why the 14th district needs hea/ih care refonn: I' .. 
• 	 52 thousand. people in working families in Rep. Maloney's district have no health 

coverage. . I; , . 

83.87% of all people without health coverage in Rep. Maloney's district are in• 

working families. 

I ' 

• 	 5 thousand children in Rep. Maloney's district have no health coverage. 

• 	 Every middle-cl.ss f.mily earning between $20-75,000 Jill save, on •verage, 
$628.99 each year on insurance premiums compared to ~ n,on-universal reform -
that's subStailtial savings for 163,39 families in Rep. Maloney's district. 

8/8/94 

http:middle-cl.ss


CONGRESSMAN DAVID MANN ID-OID: 

Freshman Congre!;sman Mann is a former Cincinnati councilman and mayor - a liberal who 
campaigned as a fiscal conservative.' Mann has not cosponsorbd any of the major health care 
bills. He told the administration in July that there is a lot of 6pposition in his district to 
employer mandates and that he prefers the Senate Finance bill! He believes a moderate . 
incremental plan would be best. He fears the CBO numbers ~ay be soft and wants the 

. 	 I 

Senate to act first. Politically, Mann is worried about supporting the President and being 
labeled a "Clinton Clone." At the same time he recognizes th~ danger of doing nothing, 
demonstrating gridlock and being caught in a movement to "thtow the rascals out." 

In the past he has said, "The problem with the Cooper plan is that it doesn't provide 
universal coverage." He feels the Administration is on the right track, but employer 
mandates ;are a problem: Mann is pro-choice and has a child thO is hearing impaired. 

Mann won a difficult primary in this open seat and theQ was elected with 51 % of the vote, 
suggesting a serious challenge this year. His vote in favor of NAFrA alienated labor to 
some degree -- they supported his opponent in this year's prim1ary. However, Mann won the 
primary rather handily. Mann is a member of the Judiciary arid Armed Services 
Committees. \ 

... 

Recent Developm(~nts: 


At a meeting with the President on Monday; Mann said that ~ple in Ohio think costs will 

go up and quality will go down. They believe access will imPfo:ve but feel we should move 

more gradually. Mann is concerned that cost containment seems to have been forgotten. 


I ,
Votes: , FOR: 	 AGAINST: . 

Family and Medical Leave 'Budg~t Reconciliation 
NAFTA 
National Service 

Why the 1st district needs health care refonn: 

• 	 59 thousand people in working families in Rep. Mann's district have no health 
coverage. 

• 	 81.94% of all people without health coverage in Rep. Mann's district are in working 
families. 

• 	 18 thousand children in Rep. Mann's district have no health coverage. 

• 	 Every middle-class family earning between $20-75,000 L~ll save, on average, 
$625.88 each year on insurance premiums compared to knon-universal reform -

I 

that's substantial savings for 120,535 families in Rep. Mann's district. 
, ~~ 



.... 

CONGRESSMAN. TIM ROEMER ID-JN): 

Congressman Roemer has not cosponsored any of the major bills but he has told his 
constituents that he doesn't trust government to solve the problJm. He is a member of 
Education and Labor, the Mainstream Forum and the Conservative Democratic Forum. A 
tough moderate vote, he voted for the Education and Labor matk to move the process along. 
He has told Administration representatives that the mandate wohld have to be reworked .' 
significantly for him to support it on the floor. In committee, he sought unsuccessfully to 
decrease to 500 the threshold for companies to self-insure with lexperience rating. He would 
prefer a "responsible" trigger mechanism that would also addre~s small business concerns. 

He is concerned about cost con~ols and changes to Medicare Jd their impact on seniors. 
I . 	 . 

He has a number of Eli Lily employees and retirees in his district. Senator Bennett Johnston 
is his father-in-law. 

Recent. Developments: . 
At a meeting with the President on Monday, Roemer noted that he voted for the HSA in 
Committee and wants to vote for reform. However, even libenUgroups . in his district are 
telling him to go slow. He feels the Mitchell bill would put things in clearer focus between 
Democrats and Republicans and that we wiP have to go to the N1itchell bill in conference. 

, I ' 
Votes: FOR: 

. Family and Medical Leave 
National Service 

• 
AGAINST: 

I 

NAFDA 
Budge~ Reconciliation 

Why the 3rd district needs health care re/ann: 

• 	 53 thousand people in working families in Rep. Roemer's district have no health 
coverage. 

• 	 86.89 % of aU people without health coverage in Rep. Roemer"s district are in 
working families. ' I, 

• 	 12 thousand children in Rep. Roemer's district have no health coverage. 

• 	 Every middk,-class family earning between $20-75,000 Jill save, on average, 
$628.08 each year on insurance premiums compared to alnon-universal reform -
that's substantial savings for 125,109 families in Rep. R6emer's district. 

8/8/94 



CONGRESSWOMAN LYNN SCHENK (I)-CAl: 

Other than Chainnan DingeU, no Energy and Commerce Comrhittee member has gotten more 
press on the health care deliberations than freshman Rep. Schenk. She told Secretary Reich 
in July that while the Dingell package solved her breakthrough Idrug and small business 
problems, it's now a whole new ball game. She doesn't like the Ways and Means language 
on breakthrough dlUgS and is concerned about the mandate. S~e, suggested a carve-out based 
on profits or a phase-in based on size and profits with large bu~inesses included first. While 
she signed the DeFazio-Schroeder letter supporting abortion coyerage in the benefits package, 
she sees why we might have to be flexible and allow for religious exemptions, but she 
doesn't want every business suddenly having religious objectioris. She also doesn't like an 
opt-in as a solution. She feels the Ways and Means provisions on Ifany willing provider" 
undermine managed care and, are therefore problematic to her. 

Her Repqblicanopponent is Rep. Bilbray's cousin. 

i 
Votes: . FOR: AGAINST: 

Family and Medical Leave' 
I 

NAFTA 
National Service 
Budget Reconciliation 

" 
I 

,
Why the 49th district needs health care reform: 

.. I• 	 85 thousand people in working families in Rep. Schenk's district have no health 
coverage. 

• 	 84.16% of all people without health coverage in Rep. Schenk's district are in working 
families. 

• 	 13 thousand children in Rep. Schenk's district have no health coverage. 

• 	 Every middle-class family earning between $20-75,000 1m save, on av~rage,
$623.48 each year on insurance premiums compared to ~ non-universal refonn 
that's substantial savings for 137,487 families in Rep. S¢henk's district. 

8/8/94 



6 
~:;o~ 

DEPARTMENT OF THE REASURYBft\ WASHINGTO 

MEMQRA DUM 

TO: DEPUTY SECRETARY NEWMAN 
FROM: RANDY HARnOCK 
DATE: NOVEMBER '10, 1994 
RE: HEALTH CARE FINANCING 

I 
Assistant Secretary Samuels indica d that you were interested lin 
a su.mmary of the more lik7ly healt i reform financing options. I 
The attached summary prov1des a ve, brief analysis of the major 
revenue sources that might be avail'ble. In reviewing these I 
materials you may want to keep in ~ind that many of, the items 
discussed will be characterized a~ tax increases and, I 
consequently, could have little cHance of passing a Republicanr
controlled Congress. The Adminis~ration will have to carefull;y 
weigh whether the potential political fallout from each I 
particular tax increase is warranted. 

I 
I
I ' 

I 
! 

I 

I 
I 

I 
I 

I 

I 
I 
I 
I 
1 
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SJ..TMMARY -- POSSmLE HEALTH GARE REVENUE SOURCES 

I ' 
I ' , ' I 

• Tobacco Taxes-- Increases in tobacco taxes were a major source 
of new revenue for most of the Democr1atic health care bills 
proposed in the last Congress. The'Al:iministration's Health 
Security Act (HSA) proposed an immedi~te 75 cent-per-pack
increa!;e in the current 24 cen't-per";pack cigarette tax. This 
raised about $107 billion over ten years. All of the other major 
Democratic health care proposals (Mitchell, Gephardt and 
Mainstl~eam) included a 45cent-per-paCk increase phased-in over 5 
years, raising about $57 billion overl ten years. We believe that 
this rE~flects an agreement that was worked out with Democratic 

, " . I' ,
.members from tobacco states. Significantly, none of the major 

, Republican health care plans included Iany tobacco tax increase, 
and many of the tobacco state delegations have swung further to 
the Republican side (~, the only remaining Senators from the 

• ' I ' 
s~x tobacco states are Ford (KY), Robb' (VA), Nunn (GA) and \ 
Hollings (SC». . I 
It will probably be difficult for the IAdministration to propose a 
larger tobacco tax increase than the 45cents-per-pack that was 
agreed to in the legislative process ~arlier this year. In 
addition, it is worth emphasizing that it is unlikely that the 
Republicans will support even that le~el of tax increase.' , 

• Medicare Part B Subsidy Recapture _J 'currently, 75% of Medicare 
Part B benefits are subsidized by the iFederal government. The 
HSA proposed recapturing that subsidy on income tax returns for ' 
couples with income above $115,000 and individuals with income 
above $90,000. This proposal raised about $18 billion over ten 
years. Most other health care proposSls (including some 
Republic:an proposals) incorporated thiis concept. since this 
proposal will probably be included in ~he Kerrey-Danforth 
Commissions recommendations, we belieVie' that it will be possible 
to include it in the Administration's health care'reform 
proposal. You should note, however, that the proposal is 
controversial with certain senior citi~en groups. 

, I 

• Extend HI Tax To All state and Locall Government Employees 
Currently, certain State and local government employees are 
exempted from the HI portion of FICA t~xes. The HS~ proposed 
extendirlg the HI tax to these employees. The proposal would have 
raised $13 billion over ten years. st~te and local government 
employees in some states, including Ohio, Massachusetts and Texas 
strongly oppose this proposal. Noneth~less, it was included in 
the major Democratic health care billsjand was included in a ' 
number of Reagan and Bush budgets. It,was not included in any of 
the Republican he~lth care refor~ prop6~als. On balance, we 
believe that this proposal is one of the better options for 
health care financing. 

\ 
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• Cafeteria Plans/Flexible Spending Accounts/Tax Caps -- A wide 
variety of options have been raised lin connection with the tax 
treatment of employer-provided health care. Revenue estimates 

.' Iof these proposals are h1ghly dependent upon other elements of 
, the package. They will also be ver~ controversial. TheHsA 
contained a repeal of cafeteria plans' and flexible spending 
accounts that we continue to believel is good tax policy. In 
addition; the HSA contained a very modest'tax cap beginning in 
2004. Although it is very difficultl to determine without knowing 
the other elements of the package, t~e Office of Tax Analysis 
(OTA) believes that changes can reasonably be expected to raise 
between $35 and $55 billion over ten years if a de,cision is made 
to include proposals in this area. 

• Revenue Impact of Increased Subsidies -- Under most proposals 
to increase subsidies to low income individuals, employers would 
be able to reduce their contributions for health care for some o~ 
their employees. Under scoring conv~ntions, thds would result in 
an increase in taxable income. The amount of revenue'raised 
depends on the structure and generos~ty of the new subsidies. 
Recently prepared OTA ten year estim~tes of subsidy proposals 
range from a gain of about $6 billiod to $44 billion. 

I 
I ' 

SUMMARY -- REASONABLY AVAILABLE REVENUE SOURCES 

(in $ billions), 

10-YEAR 
, \ 

TOBACCO TAXES •.••••••••••.•...•.••••• ~ •••..••••• e' •••• $ 57 
IPART B RECAPTURE ........................... ....•••••.. 18 


STATE & LOCAL GOVERNMENT MEDICARE TAxI ••..•..•......•. 13 

CAFETERIA PLANS/FLEXIBLE SPENDING ACC9UNTS/TAX CAPS .• 45 

REVENUE IMPACT OF SUBSIDIES (ROUGH) .••' ...••.......... 2'0 


. ' . \SUBTOTAL ..........•.................., .............•.• 153 


. MED I CAR.:E CUTS .•.••••....••...•...•.•..•.......••••••• ? 




'4' 

, , 

DEPARTMENT OF THE TREASURY 
WASHINGTON 

TO: SECRET ARY BENTSEN 
FROM: RANDY HARDOCK AND MARINA WEISS 
DATE: NOVEMBER 18, 1994 I 
RE: NEC/DPC MEETING ON ERISA ANI!;> HEALTH CARE REFORM 

, I,·' 
SUMMARY -- You are scheduled to attend a meeting of the NEC/DPC onl 

Monday, N<?vE~mber 21st at 11: 00. The I?ain [topiC for discussion. will 
be ERISA l.ssues. Drafts of thematerl.als to be passed out at the 
meeting are attached under marked tabs. This memorandum provides 
some background and talking points on the /issues to be discussed. 

DISCUSSION ._- Three issues will be considered (time permitting) : 
, I' 

, A. Multiple Employer Welfare Arrangements (MEWAs) 

B. ERISA Preemption of state Law. 

C. Expansion of ERISA Remedies 

A. MEWAs 

Background -- A MEWA is any arrangement that offers health benefits 
to the employees of two or more employers,l Since 1983, ERISA has 
expressly provided that states could regu~ate the financial 
solvency of MEWAs, generally under their iaws governing insurance 
·arrangements.' The Department of Labor waS given the authority to 
ensure that, MEWAs comply with ERISA fiductiary standards. A number 
of MEWAs ha,ve been ignoring state· insuranbe laws. When .they go 
bankrupt, premium payers have been left w!ithout health insurance 
and with unpaid bills to providers. In a~dition, when States do 
take MEWAs to court, the ME,WAs have argued (generally 
unsuccessfully) that they were ERISA plan's and that the state could 
not regulate them. However, the delay irt winning this litigation 
has often resulted in a further erosion cif' the MEWAs_assets. 

Initiative -- The Department of Labor woJld like to confirm that ' 
states can regulate MEWAs under current law. In addition, they 
want to crf~ate a new Federal requirement Ithat any MEWA would be 
required to provide copies of materials showing compliance with 
state insurance laws. The DOL could reqtiire any MEWA that failed 
to meet th:is reporting requirement to ce~se its operations. They 
believe that this reporting will make it/easier for them and the 
states to act more quickly in shutting down "fly-by-night" MEWAs. 



" 

Discussion/Talking Points -- You should be aware that in the past 
some small business associations have argued for the ability to 
form national or state specific MEWAs that allow small employers to 
band together in providing health insurartde. These associations do 
not want to be subject to the solvency r4quirements of even one 
state, much less .all fifty. For this reason, some Republican

'. 	 . I, •health care reform b11ls have proposed applY1ng very loose Federal 
solvency standards to MEWAs and then exempted them from state 
regulatiol1l. Consequently, the DOL approach, in confirming the 
continuing role of state insurance commi~sioners to regulate MEWAs 
and in expanding Federal paperwork requirements, could well be 
criticized. . 	 /. . . 

.	Nonetheless, from a policy perspective, MEWAs are insurance 
companies and should probably be regulat~d as such in order to 
protect the individuals buying those polIcies. In addition, there 
have been a number of documented cases of abuse in this area. 
Consequently, we feel that you should no~ oppose the DOL proposal 
on this issue, albeit with the understanping that a Republican 
Congress may well move towards a much less stringent Federal 
standard. 

B. ERISA 1?reemption 

Background. -- General ERISA preempts ,ap.y state law that relate 
to. employee benefit plans. However, , sta:te , laws regulating 
1nsurance are not preempted. In very general terms, courts have 
interpret.~d these provisions to preempt /state laws from applying to 
self-insured employer provided health pla,ns •. A main justification 
for the ERISA preemption clause was to ensure that nationwide 
employer-provided health in'surance plan~ .were not subj ect to a 
IIpatchwork quiit ll of 50 different state laws that would make plan 
administration overly burdensome. 

In the past, states (and the National Governors Association (NGA) , 
in particular) have complained that the IERISA.preemption of state 
law effectively precludes them from implementing meaningful reform. 
The NGA has requested sUbstantial chang~s in the ERISA rules to . 
expand the authority of governors to regulate all plans on issues 
like: (1) coverage expansion/financing (~i ability to implement 
pay-or-play or single payor systems tha~apply to self-insured 
plans; ability to ·tax self-insured plans); (2) application of cost 
containment initiatives to all plans inlthe state (~, state 
established provider rates); (3) application of insurance reforms 
to self-insured plans (~, minimum bertefit packages); and (4) 
application of state administrative re~irements to self-insured 
plans C~..!.~' reporting requirements on utilization, cost and 
quality of care; uniform claims procedures; participation in 
'purchasirlgpools) • ' 

General Discussion/Talking Points --The ERISA issues to be 
discussecL at the NEC/DPC meeting involve; a debate over the relative 
Federal and state roles in regulating h~alth insurance. Some\ former advocates of a strong Federal rolLe now see significant'. 'j 

- 2 

. 




/
Federal reform as unattainable in the near term and want to open 
the door to more extensive state authority to regulate all plans. 
They hope that these state experiments will act as demonstration 
projects for nationwide reform. In addi~ion, they believe that 
having failed in achieving meaningful reforms at the Federal level, 
we should at least allow the possibilitY/Of universal coverage at 
the state level. Some may also believe,that most states will not 
do anythirlg significant if given the pow~r, but that the President 
might be able to argue that he "delivered", on the campaign pledge 
on health. care reform.' . , I ' 
On the other hand, substantial ERISA preemption changes could 
eliminate any chance (however slim) of g~tting business support for 
an Adminif3tration proposal. The national· uniformity issue was 
perhaps the most important issue for big/business last year. 
Perhaps more importantly, small business (NFIB, etc.), having won. 
the debatE~ on mandates at the Federal level, can be expected to 
fight vigorously against opening the.doo~'to mandates at the state 
level. They will not want to fight 'this I issue in every state one 
at a time. Finally, it can be argued that emphasizing state based 
reform will undercut the scope of what w~.may be able. to achieve 'at 
the Federal level in this Congress. 

In considering this issue generally, you may want to keep the 
following points in mind: 

• Cutbacks on the ERISA preemption pf state law will be very 
controversial and the President should be made fully aware of 
the potential fallout from, a decisi1bn to proceed' in this area. 

• The President should not stake out a position on this issue 
until we have a better feel for whd will support it. 

• since the Republicans now controJ the NGA (there are at 
least 30 Republican governors), we I!must anticipate that the 
NGA',s position on ERISA issues cou]d well change (see attached 
article). They announced yesterda~ ~hat they are reevaluating 
~he he~lth care positions that the~ ?ave previ~usly taken, 
1nclud1ng ERISA. That may mean that the const1tuencY,for 
changes in ERISA preemption is evert smaller than last year, 
especially on issues like allowing states to increase taxes. 

• As with all issues in the health .care debate we must decide 
where to fight and where to back of~. We don't want to waste 
our energy on fights like this one/that we won't win or that' 
won't db that much good if we do win. 

'd' 'f'" ' iBack groun -- .spec1 1C Issues TO.Be D1scussed -- The ERISA ssues 
can be arlalyzed first by determining which items will, be addressed 
by Federal regulation (whether direct o~ through a Federal mandate 
of state action) and then determining the extent to which each 
individual state's authority to regulat~'specific issues will be 
expanded beyond these Federal minimums. ; 
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Three general "objectives" will be presehted at the NEC/DPC 
meeting: 

1. Retain status Quo 

2. Expand minimum Federal rules, while allowing states to 
expand regulation of small plans. I: . 
3. Allow states to implement comprehensive reforms affecting 
all plans. ·1" 

As a general observation, the three objectives being presented at 
the NEC/DPC meeting create the impressidn that decisions must be 
made on the appropriate Federal/state rdle on a global basis. In 
actuality, we believe the correct polic~ analysis is to examine 
each specific issue on the basis of whether the Federal or state 
government: is best equipped to regulate lany particular activity. 
For example, an analysis of expanding state power to regulate 
hospital rates paid by self-insured pla~s in order to contain costs 
has a distinctly different political dimension than expanding the 
power of states to tax or impose mandat~d benefits packages on 
those self-insured plans. 

Discussion -- specific. Issues 

1. Retain status Quo -- The discussion on this option will probably 
be brief. As noted, this is probably the least controversial 
course.1 

f I : ./ 

2. Expand state Authority to Regulate Small Plans 
I ' 

. Initiative A -- Expand Federal Role -- Many O!f the insurance reforms can 
be implem1ented best within the context bf an overall Federal 
structure. For example, preexisting co~dition exclusions will only 
work fully if adopted on a national basts. Otherwise, someone who 
moves fro:m one state to another could lose coverage for a 
preexisting condition. We believe thatlmost of the participants 
will agree that certain issues should still be dealt with at the 
Federa~.l~vel. .... I· . 

Inltlal1ve B -- Allow States to Regulate Small Pla1J,S -- ERISA' spreempt~on 
claus~ allows states to regulate insurance, but are preempted from 
regulating self-insured employee benefit plans. Courts in ,I 

interpreting the scope of the ERISA prekmption clause have . 
generally defined it fairly broadly, prkempting the application of 
state laws in most cases where there waS any self-insurance 
present. In order to avoid the applica~ion of state laws (~, 
mandated benefit laws), there has been a SUbstantial increase in 
the numbe:r of self-insured health plansi ,(sometimes called "ERISA 
plans") even among very small employers since ERISA was enacted in 
1994. . 

i 

The Department of Labor· staff have proPlosed eliminating the current 
self-insured/insured distinction. It would be replaced by a rule 
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that said states could regulate all plans, except those of large 
employers (Le., those with more than 500'0:, 1000, or 500 employees) 
operating in more than one state. This ils generally consistent 
with the approach adopted in the Health slecurity Act (HSA) where 
employers with over 5000 employees could If9rm Corporate Alliances 
and avoid. some state regulation, while smaller employers were 
forced'to join Regional Alliances that welre subject to state 
regulation.' In addition, this is arguabl:y consistent with the 
original intent of ERISA, since in 1974 o'nly large employers self
insured. In analyzing this proposal, youl may want to keep the 
following points in mind. I . . 

• Some changes in ERISA preemption may be necessary to 
implement state-based insurance refdrm and, to the extent that 
those reforms are targeted at small ;employers, this type of 
approach may make sense. However., the expansion proposed by 
the DOL staff would be substantiallyi broader than insurance 
regulation and would encompass the b,r9ad array of state 
options including the imposition of l~mplOyer mandates • 

• As noted in the general talking points, small business 
group::; can be expected to strongly oppose this type of 
legislation. Moreover, even thqugh Ilarge employers would be 
exempted from some requirements it i~ unlikely that they would 
support a proposal along these linesl since they will be \ 
worried that they will be subjected ~o more and more state 
regulation as happened on specific i,ssues in the HSA and in 
other Democratic health care reform bills. 

3. ExPand state Authority to Regulate AlII Plans -- The materials 
present possible initiatives permitting in~ividual states to 
request ERISA preemption waivers that wou:ld allow them to regulate 
all health plans within the state. Thesel waivers could be limited 
in a number of ways. The NEC/DPC materia[s present three possible
models: '. . I ' ' , 

(i) exemption for state cost containment laws (Sh.9.:.., Maryland 
hospital rate setting); , I : 
(ii) E:!xemption for state financing laws (Sh.9.:.., New York taxes, 
on health plans); I ' 
(iii) exemption for state laws providing "comprehensive health 
care reform": (~, pay-or-play or inimdates like Washington 
and former Massachusetts models). I, , 

The materi,lls also note' that the waivers could be limited to a 
small numbE~r of states and be granted fori only a limited period of 
time and that state-by-state waivers could,expressly be limited to 
sma 11 empl<:)yers. 

In reviewing these proposals you may want. to keep the following 
additional thoughts in mind: 

• Is it appropriate for the President of the United States to 
be suqgesting that ,certain named states will effectively being 
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given favored treatment. Although this type of activity is . 
not unusual when dealing with. spendi1ng programs, it is not 
common when dealing with laws of geheral applicability. 

. I 	 . 
• You supported the exemption for Hawaii when in Congress.
The H,awaii example is distinguishab]e, however, given the long 
history of exemption and the fact tliat no large mUlti-state 
employers have a significant number 10f employees in Hawaii. 

• If the secretary of HHS is given ~uthority to grant waivers, 
specific guidelines for the exercise of discretion should be 
provided. 

C. ERISA Remedies 

Background -- Under ERISA, a participant'ls remedies against a 
health care plan are generally limited to recovery of the benefit 

Iand, in some cases, court awarded attorneys' fees. The Supreme 
Court has determined that the ERISA remedies are the exclusive 
remedy for all employer-provided plans, ~hether insured or self 
insured. These very limited remedies creiate a situation where a 
plan'can be fairly aggressive in denying!benefits claims. 

Initiative -- The Department of Labor stAff (and Democratic Labor 
• 	 IComm1ttee staff) have argued for a number 'of years that ERISA 

remedies and procedural protections needjto be expanded. The DOL 
will suggest a variety of options to achieve this end. Among the 

" options will be: . ' IJ 
• 	 Mandatory award of attorney fees, expert witness fees and 

costs; 
• 	 Compensatory and consequential da~ages, ~, lost wages 

that result from not getting timely treatment; loss of 
home because of inability to make/mortgage payments; 

• 	 Non-economic damages (~, emoti0nal distress; pain and 
suffering) ; . I . 

• 	 In the case of a pattern of "abusive" denials, a Federal 
civil penalty; I ' 

• 	 Creation of new mechanisms for resolution of claims 
disputes. I 

Discussion/Talking Points -- As we have indicated to you in the 
past, we believe some expansion in the stope of ERISA remedies and 
procedures is justified and we supported/some changes in this area 
during c.onsideration of the HSA. Noneth~less, we continue to 
believe that the broad expansion of remedies and the imposition 
additional procedures that the DOL stafflwould like to implement 
cart be expected to increase the amount of.litigation under the 
system and will increase the cost of cov~rage. It will also make 

new 

it substantially more difficult for emplbyers to manage care since 
the cost Clf the denied procedure will oft~n be less than the cost 
of litigation. ' 
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ERISA 

1. 	 BACKGROUND 

II. 	 THE PROBLEM 

. . I 
A. 	 INSURANCE REFORMS CANNOT BE E~TENDED 

PLANS· I 
, 

~ f 

TO SELF-INSURED 


B. ENROLLEES. IN MEW AS ARE INSUFFICIE;NTL Y PROTECTED 

I ' 
C. 	 ERISA AS A POTENTIAL ROADBLOCK ['0 REFORM 

D. 	 REMEDIES MAY BE INSUFFICIENT 

III. 	 THE PROBLEM WITH THE PROBLEM: INTEREST GROUP POLITICS 

IV. 	 POSSIBLE OPTIONS 

OPTION 1: 	 To continue the present structure of naving federal and state regulation 
\. 

of health insurance bought from insutance companies and only federal 
regulation of self-insured employmerit-:-based health plans. 

, 

... . POSSIBLE INITIATIVES 

I 
RETAIN CURRENT ERISA PREEMPTION: STATUS QUO 




OPTION 2: 	 To apply minimum federal insurance reforms to all health plans with 
options for additional state regulation. I . 
(NOTE: . Administration-,;ide staff agr1eement on thi~ matter--: as was 
the case In almost every bIll last year; no consensus on approprIate state 
role beyond minimum standatds, howe~er.). . 

POSSIBLE INITIATIVES 

A APPLY HEALTII'INSURANCE REFORMS THROUGH 
I 

FEDERAL REQUIREMENTS FOR ALL HEALTH 
I 

INSURANCE PLANS, INCLUDING SELF-INSURED PLANS. 
I 

STATES WOULD NOT BE PERMITTED TO IMPOSE 
I 

ADDITIONAL REGULATIONS ON ANY PLANS. 

B. APPLY HEALTII INSURANCE 'REFORMS THROUGH 
I ' 

FEDERAL REQUIREMENTS FOR ALL HEALTH 
I 

INSURANCE PLANS, INCLUDING SELF-INSURED PLANS. 
I 

STATES WOULD BE PERMITTED TO IMPOSE 
I 

ADDITIONAL REGULATIONS ON FULLY-:-INSURED 
PLANS. 

C. APPLY MINIMUM FEDERAU HEALTH INSURANCE 
I 

REFORM TO ALL HEALTH PLANS, INCLUDING SELF
I 

. INSURED PLANS. STATES WOULD BE PERMITTED TO 
I 

IMPOSE ADDITIONAL REGULATIONS ON PLANS BELOW , 
A CERTAIN TIIRESHOLD NUMBER OF EMPLOYEES (Le., 
5000, 1000, 500, etc.) 

D. APPLY FEDERAL INSURANCE REFORMS AND REQUIRE
I : ' 

STATES TO REQUEST WAIVERS TO IMPOSE FURTHER 
REQUIREMENTS ON PLANS' BELOW THE THRESHOLD 
NUMBER 

OPTION 3: 	 To facilitate state and federal enforcement of existing regulations of 
MEWAs.·' I -/ 

POSSIBLE INITIATIVES 

CLARIFY EXISTING LAW AND, IN; ADDITION, REQUIRE 
MEWAS TO 	 FILE COPIES OF THEIR STATE LICENSES WITH 

. I 

THE DEPARTMENT OF LABOR (NOTE: Administration-wide staff. 
agreement on this compromise initiative). 



OPTION 4: 


I : 

To allow states to implement their own health care reforms by 
promoting express legislative waivers bf ERISA preemption. 

POSSIBLE INITIATIVES 

A. 	 RETAIN CURRENT ERISA ~REEMPTION WITH A LIMITED 
EXCEPTION FOR STATE LAWS ON COST CONTAINMENT 

B. 	 RETAIN CURRENT ERISA RREEMPTION WITH AN 
EXCEPTION FOR CERTAINISTATE LAWS RELATING TO 
FINANCING AND COST CONTAINMENT 

c. 	 RETAIN CURRENT ERISA R1REEMPTION WITH BROAD 
LEGISLATIVE EXCEPTION FOR STAlES THAT ENACT 
LAWS WIlli EXTENSIVE COVERAGE EXPANSION 

D. 	 RETAIN CURRENT ERISA FREEMPTION BUT GRANT A 
I 

LIMITED NUMBER OF ll'1DIVIDUAL STATE WAIVERS 
I 

THROUGH A LEGISLATIVE OR ADMINISTRATIVE 
PROCESS 

OPTION 5: To enhance the remedies available to eIf?llees in ERISA plans. 

POSSIBLE INITIATIVES 

I : 
A. 	 EXPAND FEDERAL REMEDIES AYAILABLE TO PARTICIPANTS 

1FOR "BAD FAITH" CLAIM DENIA~L 
I ' 

B. 	 PROVIDE FOR FEDERAL CIVIL PENALTIES FOR CASES OF BAD 
FAITH DENIALS 

> I 
c. 	 MAKE STATE LAW REMEDIES AIVAILABLE TO ERISA PLAN 

PARTICIPANTS 
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ERISA 

I. BACKGROUND 

II. THE PROBLEM 

. 	 f ' 

A. INSURANCE REFORMS CANNOT BE EXTENDED TO SELF-INSURED 
PLANS 

B. ENROLLEES IN· MEW AS ARE INSUFFICIENTLY PROTECfED 

. 	 I 
c. ERISA AS A POTENTIAL ROADBLOCK TO REFORM 

D. REMEDIES MAY BE INSUFFICIENT 

HI. THE PROBLEM WIlli THE PROBLEM: INTEREST GROUP POLITICS 
I 

IV. POSSIBLE OPTIONS 

OPTION 1: 	 To continue the present structure of liaving federal and state regulation 
of health insurance bought from insutance companies and only federal 
regulation of self-insured employme~t-based health plans. 

POSSIBLE INITIATIVES 

RETAIN ClIRRENTERISA PREEMPTION: STATUS QUO 



OPTION 2: 	 To apply minimum federal insurance reforms to all health plans with 
options for additional state regulation. I ... . 
(NOTE: Administration-wide staff agreement on this matter -- as was 
the case in almost every bill last year; ~o consensus on appropriate state 
role beyond minimum standards, howeJer.) . 

POSSIBLE INITIATIVES 

A. APPLY HEALTH INSURANCE REFORMS THROUGH 
I 

FEDERAL REQUIREMENTS FOR ALL HEALTH 
I 	 . 

INSURANCE PLANS, INCLUDING SELF-INSURED PLANS. 
I 

STATES WOULD NOT BE PERMITTED TO IMPOSE 
I 

ADDITIONAL REGULATIONS ON ANY PLANS. 

K APPLY HEALTH INSURANOE REFORMS THROUGH 
I 

FEDERAL REQUIREMENTS IFOR ALL HEALTH 
INSURANCE PLANS, INCLqD,ING SELF-INSURED PLANS. 
STATES WOULD BE PERMIjITED TO IMPOSE 
ADDITIONAL REGULATIONS ON FULLY-INSURED 
PLANS. 

C. 	 APPLY MINIMUM FEDERAL HEALTH INSURANCE 
REFORM TO ALL HEALTH PLANS, INCLUDING SELF
INSURED PLANS. STATES WOULD BE PERMITTED TO 
IMPOSE ADDITIONAL REGjULATIONS ON PLANS BELOW 
A CERTAIN THRESHOLD NUMBER OF EMPLOYEES (Le., 
5000, 1000, 500, etc.) : 

D. 	. APPLY FEDERAL INSU~CE·REFORMS AND REQUIRE 
STATES TO REQUEST WAIVERS TO IMPOSE FURTHER 

I 

REQUIREMENTS ON PLANS BELOW THE THRESHOLD 
NUMBER 

OPTION 3: To facilitate state and federal enforc~rrient of existing regulations of 
MEWAs. 


POSSIBLE INITIATIVES 


CLARIFY EXISTING LAW AND, IN ADDITION, REQUIRE 
I 

MEWAS TO FILE COPIES OF THEIR STATE LICENSES WITH 
THE DEPARTMENT OF LABOR :(NOTE: Administration-wide staff 
agreement on this compromise initiative). 
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OPTION 4: 	 To allow states to implement their owl health care rcfonns by 
promoting express legislative waivers bf ERISA preemption. 

POSSIBLEINITIA TIVES 

A. 	 RETAIN CURRENT ERISA PREEMPTION WIlli A LIMITED . I 

EXCEPTION FOR STATE lAWS ON COST CONTAINMENT 

B. 	 RETAIN CURRENT ERISA PREEMPTION WIlli AN
• 	 I 

EXCEPTION FOR CERTAIrj STATE lAWS RELATING TO . 
FINANCING AND COST CONTAINMENT 

C. 	 RETAIN CURRENT ERISA PREEMPTION WIlli BROAD 
LEGISlATIVE EXCEPTION FOR STATES THAT ENACT 
lAWS WIlli EXTENSIVE COVERAGE EXPANSION 

D.· RETAIN CURRENT ERISA PREEMPTION BUT GRANT A 
I 

LIMITED NUMBER OF INOIVIDUAL STATE WAIVERS 
I 

lliROUGH A LEGISLATIVE OR ADMINISTRATIVE 
PROCESS 

OPTION 5: To enhance the remedies available to enrollees in ERISA plans. 

POSSIBLE INITIATIVES 

I ' 
A. 	 . EXPAND FEDERAL REMEDIES AVAILABLE TO PARTICIPANTS 

FOR "BAD FAIlli" CLAIM DENIAL I 

B. 	 PROVIDE FOR FEDERAL CIVIL PENALTIES FOR CASES OF BAD 

FAITH DENIALS I : I 

c. MAKE STATE LAW REMEDIES'AVAILABLE TO ERISA PLAN 
PARTICIPANTS 



. 

We have, in the past, recommended that the ~emedies for 

compensatory damages be limited to specif~cally stated items and 

that recovery for emotional distress, pairt and suffering not be 

allowed. A::; a practical matter, however, Ithe chances of further

. expanding ERISA remedies at this point, e~en to the more limited~ 
extent we feel might be appropriate is pro~lematic at best. It 
will draw sllbst'antial criticism from the rjusiness community and has 
only a very limited constituency. conseqJently, we do not believe 
that this is the best time to propose expa'nded remedies. We have 
reason to bl:llieve that others (including the First Lady) feel that 
this is an issue that is not worth fightihg at this time. 

• ! 

.\ 
:' 
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GOP Gains in Congress, States 
Cast Doubt on State Reforms 

Mter the 103rd Congress' failure to pass a health 
reform bill, it appeared inevitable that the federal 
government would take up legislation allowing states 
to pursue their own solutions. But last week's GOP 
electoral sweep cast doubts on whether the incoming 
Republican governors will push as vigorously for 
state flexibility as their Democratic predecessors 
did or whether incoming GOP congressional leaders 
will grant that flexibility. Reform of the 2o..year
old Employee Retirement & Income Security Act, 
(ERISA), which exempts self-insured companies from 
state regulation, is anathema to the majority of large, 
multi-state businesses. Although Republicans favor 
giving states more freedom, the GOP also has 
traditionally been more sympathetic to the concerns 
raised by big business when it comes to easing 
ERISA rules. State interest in pushing ERISA also 
is .less clear. Republican candidates won 24 of 34 
gubernatorial contests Nov. 8 - with the outcomes 
in Maryland and Alaska still uncertain - so 
Republicans now control at least 30 governorships. 
Consequently, states, "are not expected to be too 
aggressive" on ERISA waivers, says corporate lobbyist 
Lawrence Atkins. "It's not clear if anyone wants" 
ERISA reform after the elections, he adds. 

Washington state already is bracing for some 
major Ichanges to its health plan. House Speake~ 
Thomas' Foley (D-WA) , voted out last week,had 
promi~ed to help the state get an ERISA waive~. 
But the outcome of last week's election dashed 
those I hopes. Newly elected conservative stat~ 
legislators will attempt to strike the controversi~l 
emplolyer mandate and eliminate the need fo~ 

. a fede'ral waiver. Still, two bipartisan state group~, 
the N~tional Governors' Assn. and the Reformink 
States I Group. will continue to seek some forril 
of ERISA modifications. A Labor Dept. subcorri
mitte~ I'ast week app~oved one potential politidl 
compt;omise. The Employee Welfare and Pensio~ 
Benefits Advisory Group Nov. 10 advocated ERISt 
protedtion for self-insured firms. that voluntarily 
abide I by state health care regulations such as 
mandatory benefits. The· advisory document ils 
set to: pe delivered to Congress in early 199~ 
by Labor Secr~tary Robert Reich, but corporatf 
repres:entatives say it may carry little weight witr 
the new GOP Congress. Another alternative for 
dealinlg with ERISA: establishing an administrativ~, 
ratherithan legislative, process for reViewing 
ERIS~ waiver' requests. The Labor documen't

I ' I 
suggests that waivers be granted only when states 
have . ~omprehensive state reform initiatives und9r 
way. Two House proponents of' ERISA reform 
about I to cede their gavels to Republicans oh 
Jan. 4,Reps. Ron Wyden (R-OR). whose hom:e 
state heeds an ERISA waiver, and Pat Williams 

I I 

(D-MT) will co-chair an ERISA hearing Nov. 30 
to heir testimony from state, labor, and busine~sI . I 

representatives. In the Senate, GOPers Mar-k 
I I 

Hatfi~ld (OR) and James Jeffords (VI') ha~e 
experience on this issue and could take the leaa 
on crhiting a solution acceptable' to corporaie 
and libor lobbies when their party takes contrdl 
in 1995. 
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ERISA PREEMPTION 


ERISA OVERVIEW 


• 	 ERISA applies to all private employment related group health plans, of which 
there are currently more than 3 million cov~ring over 120 million Americans. 

IERISA does llQ1 apply to church plans, governmental plans and most worker'S 
compensation plans. . 

• 	 ERISA contains extensive rules for pension plans but few substantive 
requirements for health plans. Remedies gen~rally provide for only the benefit 
denied. . 

• 	 ERISA has no eligibility or funding rules for health plans. The discrimination 
rules for health plans are not as comprehenfive as the rules for pension plans. 

• 	 The limited reporting and disclosure rules do not provide for timely notice of 
pertinent plan changes. Currently ERISA olnly requires that enrollees be 
notified of material changes within 210 day~ of the end of the plan year. 

j 
/ 

BACKGROUND ON PREEMPTION: WHAT PlURPOSE HAS IT SERVED? 

I ! 
• 	 ERISA allows states to regulate health insurance carriers and the group health 

policies they sell to employers but prevents s'tates from regulating self-insured 
employee benefit plans. 

• 	 When ERISA was enacted in 1974, states rFgulated a far larger share of their 
health insurance market because more employers bought health insurance from 
state licensed insurers and it was primarily only the largest companies that 
were self-insured. 

• 	 ERISA preemption was intended to aid large, multi-state business arid labor 
organizations by protecting them from bein'g :subject to as many as 50 different 
state regulatory schemes. 

• 	 The roadblock to health care reform at the Istate level lies with single-state 
small and medium size employers who self-insure and use ERISA preemption 
to avoid state mandates and other state req6irements. According to a 1991 
HIAA survey on self-insurance it is estimJted that 76% of all firms that self-

I . 

insure have less than 500 employees and 6i7% have less than 100 employees. 
These are not the type of large multi-state plans ERISA preemption was 
intended to protect from state regulation. ' 



RECENT PREEMPTION/WAIVER DEVELOPMENTS 

• 	 This ycar Washington, New York, Oregon, (MarYland and Minnesota sought 
legislation to exempt their individual states ,from ERISA preemption. Hawaii 
has sought to have its waiver expanded. 

At the end of the last legislative session several proposals contained ERISA • 	
, 

waivers for a number of individual states al~ng with an administrative process 
through which DOL could grant additional state waivers. 

. 	 I . . 

• The Administration has participated, throug.!1 an amicus brief, in the Traveler'S 
Insurance Co. case which was granted certi6rari by the U.S. Supreme Court on 
October 7, 1994. This case involves the aplplication of three separate 
surcharges added to hospital rates by the New York State legislature. The 
Second Circuit Courr of Appeals held all th1ree surcharges were preempted. 
The Administration's' position in its brief is !that the surcharges are not 
preempted as applied to insurance carriers and the policies they sell to 
employers. Preemption as applied to self-ihsured plans is not explicitly at 
issue in this case, alihoughthe Court may rlevertheless express its view on the· 
subject. This case may not be heard by thd (Court until June 1995. 

: ' 
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ERISA ISSUES FOR INSURANCE MARKET REFORM 

, 	 I
I 

... REQUIRE MULTIPLE EMPLOYER WELFARE ARRANGEMENTS (MEWAs) [i.e., 
I 

ASSOCIATION PLANS] TO FILE COPIES OF THEIR STATE LICENSES, WITH 
THE FEDERAL GOVERNMENT. 

What 	Are MEWAs? 

• 	 A multiple employer welfare arrangement (MEWA) is defined by ERISA as an 
arrangement offering health benefits to em~loyees Of two or more employers. 

• 	 Small employers, who often find it difficul~ to secure affordable health' 
insurance for their employees, find MEWAk attractive because the premiums 
are comparatively inexpensive. 

• 	 A 1983 amendment to ERISA allows states to regulate the financial solvency 
l 

of MEW As while at the same time permitting DOL to have oversight with 
respect to fiduciary standards. 

Why There Are Problems With MEW As 

• These arrangements can lack financial stability since they often do not have a 
stable funding source, maintain inadequate reserves and charge actuarially 

, unsound contribution levels. However, the insurance market has not served 
small businesses well, and, in many places, self-funded MEWAs (sponsored by 
stable trade associations) are an important flremative source of coverage. 

• Some of these arrangements experience raRid growth and it is in this expansion 
phase that they begin to resemble a ponzi Jcheme with more premiums coming 
in but benefits not being paid out. 

• Such MEW As do not comply with state lar' and when caught challenge the 
state's authority in federal court, using ERDSA preemption as a defense. This 
period of non-compliance and then time c6nsuming litigation is sufficient for 
the MEW A to enroll thousands of particip~nts, collect large amounts of 
premiums and then abandon the operation. 

• Minimum federal reporting requirements would fill time gap and prevent the 
current abuses. ' 



Example of Problems Involving MEWAs 

• Accordin~ to a 1992 GAO Report MEW As r~re o~erating in 46 states. The 
report estImated that from 1988 to 1991, unpaId claIms by MEW As totalled 

. over $123 million and affeded almost 400,000 enrollees. 
. I : . 

• In addition to being left with unpaid bills a~d no health coverage when a 
MEW A goes out of business, enrollees mayl be precluded from purchasing 
coverage elsewhere if they have any pre-existing conditions. 

• The Department of Labor is currently invest!igating 70 MEW A civil cases and 
36 criminal cases. Since the Department be~an its nationwide criminal MEW A 
effort in the late 1980s, it has obtained 77 cHminal indictments and 70 
convictions. 

The Solution 

• This initiative would require that MEW As grovide copies of their state licenses 
, to federal authorities prior to beginning opetation. This information would then 
j . be sharedwith the states to help them ensuie compliance with their laws. 

• New federal authority to allow the federal government to cease the operations 
of a MEW A that did not file the required lipense would enable federal 
authorities to prevent abuses before the MEWA's operations became 
widespread. 

• 	 This is the least intrusive federal solution. Essentially, it allows regulators to 

enforce current law by providing a mechani~m to notify them that a MEWA 
exists while there is still time to prevent thJ damage an insolvent MEWA could 
cause. (Currently, the authorities are often lunaware of a MEW A's operation 
until they begin to receive complaints from lemployees covered by the 
MEW A.) The new requirement will enable authorities to identify arrangements 
that are not licensed and act quickly to forde them to comply or cease 
operations. 

• 	 Legitimate association plans may compiain that t.hey cannot meet state 
requirements. This, however, is already re<quired und~r the current law and has 
been for 10 years. Under the suggested solution states and associations would 
continue to be free as they are now to wor* ~ut any special arrangements to 
accomodate certain associations that may be ~ess financially risky. 

• 	 Existing MEWAs that are complying with state solvency requirements would 
not be Significantly affected by this new re~uirement.· . 
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DRAFT 
STATE FLEXIBILITY / ERISA 

November -- ,1994 , 

OUTLINE OF POSSIBLE OPTIONS 

The three possible options for dealing with the issue of increasing state flexibility to regulate 

employment-based health insurance, in order of increasing flexibility, are: 


OPTION 1: To continue the present structure of havinb .federal and state regulation of \ 

health insurance bought from insurance companies and. only federal regulation of self
insured employment-based health plans. 

POSSIBLE· INITIATIVES 

~ RETAIN CURRENT ERISA PREEMPTION: STATUS QUO 

') , 
-

In this scenario states would continue to regulate health insurance companies but self-: 
funded plans would remain subject only to ERISA'k limited requirements.- In this 
system states are limited in achieving reform as erriptoyers have the option of choosing

I 

to self·-insure, thus escaping ,state regulation entirely. 

0P110N 2: To apply minimum federal insurance refoFms to all health plans with 
options for additional state regulation. 

POSSIBLE INITIATIVES 

A. APPLY HEALTH INSURANCE REFORMS THROUGH FEDERAL 
REQlllREMENTS FOR ALL HEALTH INSUID\NCE PLANS, INCLUDING. . 

SELF··INSURED PLANS 

State laws in 'these areas would continue to be preempted but new federal insurance 
reform could help to expand coverage and reduce dosts thus solving some of the 
problems states currently suffer. This initiative, hdwever, does not solve the problem 
of an increasing number of employers self-insurin~ to escape state mandates nor will 
it satisfy every state's individual needs for consumer protection (e.g., additional ERISA 
reforms including expanded remedies, timely and Jniform claims procedures and 
expedited review for urgent requests). 



B. MINIMUM FEDERAL HEALTH INSURANCE REFORM APPLIES TO ALL 
, I 

HEALTH PLANS, INCLUDING SELF-INSURED PLANS. STATES WOULD 
ALSO BE ALLOWED TO IMPOSE ADDITIONAL REGULATIONS ON PLANS 

. . I 

. BELOW A CERTAIN THRESHOLD NUMBER OF EMPLOYEES (i.e., 5000, 

1000, 500, etc.) .. 


. . . 
This initiative essentially resolves the issue whether only federal rules apply according 
to the criteria of plan size; currently the determinihg factor is whether the plan is . 
full y- insured or self-insured. 

C. ADOPT THE FEDERAL INSURANCE REFjORMS BUT REQUIRE STATES 
TO REQUEST WAIVERS TO IMPOSE FURTHER REQUIREMENTS ON 

I . 

PLANS BELOW THE THRESHOLD NUMBER 

Under this initiative states would only be able to rlgUlate small employers by 
requesting an administrative waiver from the feder~l government. This i'nitiative may 
accomplish more uniformity among state program~ by requiring states to meet .certain 
criteria before a waiver is granted. 

OPTION 3: To allow states to implement their own health care reforms bY'promoting 
express legisJative waivers of ERISA preemption. 

Many of the initiatives discussed below would permit states to institute laws 
concerning the financing of health care. It is impdrtant to remember that in any such 
ERISA waiver approach, the waiver could be structured' in a way that would make it 
more acceptable to the affected parties. For exarn~le, the permissible financing 
options could be limited to specific mechanisms -t e.g., provider taxes but not 
mandates. Alternatively, certain sized firms could Ibe exempted altogether from state' 
financing regulations as long as the firms provided a suitable benefit package for their 
employees. . 

POSS} BLE INITIATIVES 

A. RETAIN CURRENT ERISA PREEl\1PTIONj WITH A LIMITED 
. EXCEPTION FOR STATE LAWS ON COST GONTAINMENT 

This initiative is limited and thus would cause less disruption of the current market. It 
I 

will, however, also be less effective in expanding coverage and other reforms. 
Financing will be improved only to the extent that cbst savings are used to extend 
coverage. 
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B. RETAIN CURRENT ERISA PREEMPTION WITH AN EXCEPTION FOR 
CERTAIN STATE FINANCIAL LAWS RELATI'NG TO FINANCING AND 
COST CONTAINMENT· i ' . 
Under this initiative state laws financing health caFe and promoting cost containment 
would apply to plans wheth~r self-insured or fullyl-insured. This would allow states 
to do financial regulation to contain costs, expand Foverage, raise revenue or achieve 
other health care reform goals. This initiative alone, does not advance insurance 
reform or administration issues. ' 

C. RETAIN CURRENT ERISA PREEMPTION BUT GRANT A LIMITED 
NUMiBER OF INDIVIDUAL STATE WAIVERS THROUGH A LEGISLATIVE 
OR ADMINISTRATIVE PROCESS I 
Undd this initiative specific statutory criteria would' need to be established against 
which the states seeking waivers would be measur9d. Granting individual state 
waivers could be done on a limited basis, such as for a certain number of states for a 
period of 5 years. The waivers could be granted a~ 'part of a research or 
demonstration project and an executive branch intebgency commission could be 

, established to grant the waivers. 
~ 
j ''-, 

./ D. RETAIN CURRENT ERISA PREEMPTION WITH A LIMITED 
LEGISLATIVE EXCEPTION FOR STATES THAT ENACT LAWS WITH 
BROAD COVERAGE EXPANSION 

This initiative would allow states to enact more comprehensive reforms (e.g., "payor 
play" taxes, single-payer systems, etc.). This initi1tive essentially exempts from 
ERISA preemption state laws that are part of a comprehensive reform system that 
would not be exempt under the more limited exce~tions for cost containment and 
financing listed. in .initiatives 3(A) and 3(B). 
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DRAFT 
STATE FLEXIBILITY I ERISA 

November -- , 1994 

The three possible options for dealing with the issue of increasing state flexibility to regulate 
employment-based health insurance, in order of increasing! flexibility, are: 

. I; 
1. S!a.iJJS Quo: To continue the present structure of Ib<;>th federal and state regulation of 

health insurance bought from insurance companies and onl~ federal regulation of self-insured 
employment-based health plans. ' 

2. Ins.u.rance Reform: To apply minimum federal insurance reforms to all health plans 
with options for additional state regulation. 

3. Sllill: Waivers: To allow states to implement their own health care reforms by 
promoting express legislative waivers of ERISA preemptioh. 

Note: This paper outlines several initiatives involving state flexibility on health care issues 
and ERISA pri~emption of state law. It is important to recognize that more than one initiative 
may be chosen as several of these efforts could work well together. This paper does not deal 
with Medicaid waivers or other federal laws where state fliXibility might also be increased. 

For the past several years the National Governors' Associat:ion (NGA) has adopted a policy 
. promoting ERISA reform in order to allow states to implerhent their own health reforms to 

improve access to quality and affordable care. The NGA ~as stated that they are aware of the 
concerns of large multi-state employers and that they are looking for solutions that balance 
the needs of the states and the business community. . I. . . 
The NGA has identified the following four major considerations where state' flexibility is 
important to them: Coverage ExpansiorliFinancing, Cost Cdntainment, Insurance Reform and 
Administration. Provided below is a general discussion of \these four considerations as 
presented in a recent NGA report and how state laws could address them under each of the 
three options: . 

Coverage Expansion/Financing 

States could attempt to expand coverage through employer mandates and taxes on 
employers (including payroll taxes), plan contributions aD(i/o~ health care providers. 



Cost Containment 

States could set provider rates (either unifonn or varying) and require all health plans 
to participate in overall spending limits. 

Insurance Reform 

States could limit pre-existing condition exclusions, impose other market refonns and 
create reinsurance pools for high risk cases. States could ~lso be allowed to require self
funded plans to comply with open enrollment and commuJity ratings, risk adjustment 
mechanisms and assessments. 

Administration 

States could require self-funded plans, in the same manner as insured plans, to: 

• Report services utilized, cost and quality infonnation 

• Use unifonn claims procedures 

• Participate in purchasing pools . ... I 

• Meet quality review organization standards for fair review 

RECENT DEVELOPMENTS: 

• This year, Washington, New York, Oregon, Maryland and Minnesota sought 
legislation to exempt their individual states from ERISA preemption. Hawaii 
has sought to have its waiver expanded. Asl many as 26 other states may also 
be considering requesting exemptions from ERISA preemption. . 

• The Administration has participated, throuJ an amicus brief, in the Traveler's 
Insurance Co. case which was granted certidrari by the U.S. Supreme Court on 

I 
October 7, 1994. This case involves the app,lication of three separate 
surcharges added by the New York State legislature on hospital rates. The 
Second Circuit Court of Appeals held all thr~e surcharges were preempted. 
The Administration's position in its brief is that the surcharges are not . 
preempted as applied to insurance carriers a~d the policies they sell to 
employers. Preemption as applied to se1f-irisured plans is not explicitly at 
issue in this case, although the Court may nbvertheless express its view on the 

. ) subject. This case may not be heard by the f~urt untillune 1995. 
" ., ~", 
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OPTION 1: To continue the present structure of having \federal and state regulation of 
health insurance bought from insurance companies and only federal regulation of self-
insured employment-based health plans. ' 


POSSIBLE INITIATIVES 


A. RETAIN CURRENT ERISA PREEMPTION: STATUS QUO 

In this scenario states would continue to regulate hJlth insurance companies but self
funded' plans would remain subject only to ERISA's llimited requirements. In this 
system states are limited in achieving reform as em~loyers have the option of choosing 
to self-insure, thus escaping state regula,tion entirely!. , ' , 


Considerations: 


Coverage Expansion/Financing 


Under this initiative states would ,continue to be generally barred from imposing taxes, 

mandates, premium assessments, etc. on any ERISA plan whether self-insured or 
fully-insured. 

Cost Containment 

It is unclear whether states can presently set provider rates. States are prohibited from 
setting global budgets for self-funded plans. " 

Insurance Reform 

States insurance reform measures would continue to have limited effect as they would 
only apply to insurance companies and employers whO purchase insurance but would 
not apply to self-insured health plans. 

Administration 

States would be able to continue to require insuranc~ carriers to report data, etc. but 
they could put no requirements on self-insured plans.' 

. " I 

" 

) 
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OPTION 2: To apply minimum federal insurance reforms to all health plans with 
options for additional state regulation. 

POSSLBLE INITIATIVES 

A. APPLY HEALTH INSURANCE REFORMS THROUGH FEDERAL 
. I : 

REQUlREMENTS FOR ALL HEALTH INSURANCE PLANS, INCLUDING 
SELF-INSURED PLANS . , 

Examples of possible reforms:· 

• Pr<;>hibit pre-existing condition eXclusions 

• Require guaranteed issue and renewal of insurance 

• Prohibit disease specific caps 

Considerations: 

Coverage Expansion/Financing, Cost Containment· 

State laws in these areas would continue to be pree~Pted but new federal insurance 
reform could help to expand coverage and reduce cqsts thus solving some of the 
problems states currently suffer. . . 

Insural1lce Reform 

In this initiative federal reforms would help with soV1~ basic rules and states would be 
free to add requirements on insurance companies. 1fhis initiative does not solve the 
problem of an increasing number of employers self-insuring to escape additional state 
mandates. 

Administration 

Federal insurance reforms may solve some of the prbblems in this category but it may 
not satisfy every state's individual needs for consumkr protection (e.g., additional 
ERISA reforms including expanded remedies, timel)) and uniform claims procedures 
and expedited review for urgent requests}. 
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B. MINIMUM FEDERAL HEALTH INSURANCE REFORM APPLIES TO ALL 
· I 

HEALTH PLANS, INCLUDING SELF-INSURED PLANS. STATES WOULD 
. . I 

ALSO BE ALLOWED TO IMPOSE ADDITIONAL REGULATIONS ON PLANS 
BELOW A CERTAIN THRESHOLD NUMBERI0F EMPLOYEES (i.e., SOOO, 
1000, SOO, etc.) 

This initiative essentially resolves the issue whether oply federal rules apply according 
to the criteria of plan size; currently the determining factor is whether the plan is 
fully-insured or self-insured. . 

Considerations: 

• This option would allow the states to move lahead with reform efforts and also 
protect national uniformity of plan administration for medium and larger 
business and labor organizations. The highrlrthe threshold cutoff, the greater 
amount of state flexibility results. ' 

• This structure has an arguable policy basis as it seeks to balance the goal of 
national uniformity of structure for those lariger plans that need it most and 
increases state flexibility by expanding state regulation over smaller plans . 

( 
. I 

Coverage Expansion/Financing, Cost Containment 

Would allow states to extend requirements to small employers (e.g., an employer 
mandate, a "payor play" tax, etc.) that would increase the number of enrollees 
covered through their employers or give the states ~ larger base for obtaining revenue 
to operate their own programs to provide coverage. I -:me impact of this new flexibility 
will vary according to the number of small versus large employers in each state.. ' 

I 
Insurance Reform 

This initiative would allow 'the states to regulate employers below the threshold level 
. , I 

who are presently self-insuring. i 

,Administration 

This initiative will permit states to require better data collection and higher quality 
standards from a larger group of employers which Jhould produce a more level 
playing field for participants . 
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C. ADOPT THE FEDERAL INSURANCE REFORMS BUT REQUIRE STATES 
I 

TO REQUEST WAIVERS TO IMPOSEADDmONAL REQUIREMENTS ON 
I 

PIANS BELOW THE THRESHOLD NUMBER 

Unde,r this initiative states would only be abl~ to \regUlate small employers by 
requesting an administrative waiver from the fedebl government. This initiative may 
accofnplish more uniformity among state program1sby requiring states to meet certain 
criteria before a waiver is granted. 

OPTION 3: To allow states to implement their own health care reforms by promoting 
express legislative waivers of ERISA preemption. 

This option could be achieved with or without federal insurance reform. If federal reform is 
adopted then the states, including those granted waivers, lvould not be allowed to drop below 
the federal minimum standards. ' 

Many of the waiver approaches discussed below would permit states to institute laws 
concerning the financing of health care. It is important t6 remember that in any such ERISA 
waiver approach, the waiver could be structured in a way\ tpat would make it more acceptable 
to the affected parties. For example, the permissible finapcing options could be limited to 
specific mechanisms -- e.g., provider taxes but not mandates. Alternatively, certain sized 
firms could be exempted altogether from state financing tegulations as long as the firms 
provided a suitable benefit package for their employees. 

roSSJBLE INITIATIVES 

A. RETAIN CURRENT ERISA PREEMPTION WITH A LIMITED 
, I ' 

EXCEPTION FOR STATE LAWS ON COST <CONTAINMENT 

This initiative is limited and thus would cause leJ disruption of the current market. It 
will, however, also be less effective in expanding toverage and other reforms. 

Considerations: 

Cover,age Expansion/Financing, Cost Containment , 

This initiative improves financing only to the extelr that cost savings are '~sed for, 
those specific purposes. 
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. Insurance Reform, Administration 

This initiative does not expressl y advance insurance reform or administration 
considerations although if cost savings are achieved other reforms may follow. 

. 	 I ' 
B. RETAIN CURRENT ERISA PREEMPTION IWITH AN EXCEPTION FOR 
CERTAIN STATE FINANCIAL LAWS RELATING TO FINANCING AND 
COST CONTAINMENT v. 

Considerations: . 

Coverage Expansion/Financing, Cost Containment 

Under this initiative state laws financing health carl and promoting cost containment 
would apply to plans whether self-insured or fully1insured. This would allow states 
to do fi.nancial regulation to contain costs, expand doverage, raise revenue or achieve 
other health care reform goals. 

Insurance Reform, Administration 

This initiative does not advance insurance reform or administration considerations. 

. 	 I·,
C. RETAIN CURRENT ERISA PREEMPTION BUT GRANT A LIMITED 
NUMBER OF INDIVIDUAL STATE WAIVERS1THROUGH A LEGISLATIVE 
OR ADMINISTRATIVE PROCESS 

Under this initiative specific statutory criteria would need to be established against 
which .the states seeking waivers would be measuretl.; Granting individual state 

(. 	 waivers could be done on a limited basis, such as f6r. a certain number of states for a 
period of 5 years. The waivers could be granted asl part of a research or 
demonstration project and an executive branch inter~gency commission could be 
established to grant the waivers. . . 

Conside.rati.on: 

• Any state receiving a waiver would be able to regulate all health plans in that 
state to the extent allowed under the statutor~ criteria, including in the areas of 
coverage expansion/financing, 'cost containmtnt, insurance reform and 
administration. Those states not receiving a waiver would remain in the same 
position as they are today. . 

7 


http:Conside.rati.on


D. RETAIN CURRENT ERISA PREEMPTIONiWITH A LIMITED 
LEGISLATIVE EXCEPTION FOR STATES THAT ENACT lAWS 

I 

PROVIDING FOR COMPREHENSIVE HEALTH CARE REFORM 

This initiative would allow states to enact more colprehensive reforms (e.g., "payor 
play" taxes, single-payer systems, etc.). This initi~tive essentially exempts from ' 
ERISA preemption state laws that are part of a corhprehensive reform system that 
would not be exempt under the more limited excep1tions for cost containment and 
financing listed in initiatives 3(A) and 3(B). 
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II . 

I 
.. REQUIRE ALL INSURERS (INCLUDING SELF-INSURERS) TO ADHERE TO 

i 

ENHANCED UNlFORM BENEFIT CLAIMS PROCEDURES AND REMEDIES 
I
I· 

Current Problem Involving Remedies· . I' . . . 

• 	 The only remedy for enrollees in ERISA iplans (whether self-insured or fully 
insured) whose benefit claims are deniedlin bad faith is recovery of the initial 
cost of the benefit denied. I.. . 

• 	 Thus, unlike other legal relationships, nJ other additional recovery is allowed I 
even where the bad faith denial reSUlted/in further medical harm, economic loss 
or even death. 	 .. 

. 	 I . { 

• 	 Under current law, insurers, including ~anaged care organizations and self
insurers, may have a financial incentive to deny claims because even if they 
lose in court they will be liable only fdr the original benefit and possibly some 
costs, even if the denial was in bad fat and resulted in further medical harm'l 

Current Problem Involving Benefit Claims Procedures I 
• 	 ERISA's ex;sting timeframes and stan~ards for benefit claims review are not 1\ 

timely for health care benefits and gite deference to any decisions made by t.ne 
plans. For example, enrollees .need dnly be notified of material modification~ 
to the plan within 210 days after the lend of the plan year. I 

{ 	 I
I 	 . 

Possible Options 	 I' 

• Expand remedies available to particlpants for "bad faith" claim denial: 

I 
-- Permit recovery for economic losses (e.g., lost wages); 

-- Permit recovery fornon-econo~ic damages (e.g., pain and suffering); 


Alternative dispute resolution proc~dures could be offered or required. 

Provide for federal civil penalties /f6r cases of bad faith denials. • 	
r 

Make state law remedies availabll t·o ERISA plan participants. • . 	 . I . 

I 	 . 
-- Could be applied to insured plans regulated by states or to all ERISA plans. 

I 	 III i 

. I G' 	 . 



• Apply new federal requirements and/or remedies t,o all ERISA plans (insured 
and self-funded). ' t' . 

I ' 


, \ 

I ' 
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