
TO: Carol Rasco 

FROM: Bruce Reed 

SUBJECT: . Personal Responsibility and Health Care 

DATE: May 21,1993 

I ho~ you have a chance to bring up the idea we discussed last week, of 
using the Health Security Card to inspire personal responsibility. 

I . 
• 

I believe that linking opportunity and responsibility -- as the Clintons have 
always done:-- will help .. great deal to broaden support for universal health care. 
Most Americans would feel more comfortable about extending the right to health 
care to all if:they knew that nobody will get something for nothing. 

I can envision at least three ways to apply this concept: 
. 

1. YaJ lose ,aur Health Security Card ifyou do'; 't pay your child 
support. In' Arkansas and in the campaign, the President said that delinquent, 
parents shouldn't be able to get credit cards. The same principle ought to apply 
here, where ~he government has even greater leverage. Why should the 
government provide health care for deadbeat fathers who refuse to provide for 
their children? Moreover, absent parents shouldn't have health insurance unless 
the children ithey brought into the world do, too. As you know, access to the 
absent parent's health insurance is often as important to custodial parents as the 
support payments themselves. 

! /' 
2, Ifchildbirth is covered utukr the minimum benefit package, 

hospitals should be required to ask the mother's cooperation in 
establishing paternity. Over the long term, the key to improving child support 
enforcement is establishing pat~nity -- and the best place to do so i. in the 
hospital, where the father is present 80% of the time. Assuming that HPICs are 
going to help pay the cost of childbirth, they should at least require hospitals to 
ask the name and Social Security number of the father. Voluntary experiments in 
hospitals around the country have proved quite successful. 

, 3. No Health Security Card if,au drop out of high school (or no good 
reason. This approach might be too controversial to mandate nationwide, but 
perhaps we could allow states to consider it as an option (or on an experimental 
basis). Remember: During the campaign, Stan Greenberg found that denying 
drivers licenses for dropouts was One of the most popular aspects of the Clinton 
record, even though it wasn't a Presidential issue. 



, 
,1-20-1998 1,12AM FROM 

February 11, 1999 

The Honorable Donna E. 8hal.l. 
Secretary , 

Deportment of HCOlth and Human Services 

200 Independence AvenUe, S.W. 

Washington, D.C. 20201. 


Dear Secretary Shalala: 

Lasl'month, the Gener.u Counsel at HHS, Haniel Rabb, issue<! a memorandum 10 Dr. 
Harold Varmus, Director of the NationallnstituleS ofHealth, supporting the legality of using 
taxpayer ronds for .....arch on stem "'ills taken from living human embryos. Shortly thereafter, 
and using the Rabb memo as a,basis, Dr. Varmus announced that NIH will reverse current 
federal policy and begin fundinj: research which relies on the mutilation and destruction of 

. human embryos. 

We wish to express 10 you, in the strongest possibletenns, ourobjectioD 10 Ms. Rabb'. 
memo and to Dr, Varmu,'s decision. Any NIH action to initiate funding ofsuch research would 
viol.te both the letter and spirit of the l'e<!eral law banning federal support for """"""b in which 
human embryos .... hartned or destroyed.' Rather than providing guidance on how bast to 

. implement tJ:te law that Congress enacted and the President signed, the memorandwn .~o 
be a carefully worded effoIt to justifr transgressing that law. 

In her memorandutn Ms. Rabb makes significant errors on the way to her conclusion that· 
it would be perrnis.",ible for NIH to fund research using stem cells harvested from human 
embryos. We can upon you to correct the Genenil Counsel's interpretation and to reverse Dr. 
Varmus's decision, 

Since January 1996. Congress has included in the annual Labor, Health and 
Human Services, Education Appropriations Act a seotion prohibiting funding for 1his type of 
research. SeCtion S11 of the mostr.cently enacted research funding bill. Public Law 105-277, 
provides (in part) that­

(a) None of the funds made available in this Act may be used for-
I {l) the creation of a human embryo or embryos f?t research purposes; or 

(2) research in which a human embryo or embryos are destroyed., 
discarded, or knowingly subjected to risk of injury or death,gre.1<.r than that 
allowed for research on fetuses in utero under CPR 46.208(a)(2) and section 
498(b) of the Public Health Service Act (42 U.S.C. 2!l9g(b». 



P.3 1-20-1998 1 :13AM FROM 

The Honorable Donna E. Shalaia 

At the start of her analysis, the General Counsel unilaterally narrows the meaning of 
"research in which a human embryo Or embryos are destroyed" and states that it prohibits only 
direct federal funding of the specific act of destroying the embryo. In this way ,he limits the 
scope of the law passed by Congress and signed by the President. While the 'act ofdestroying or 
injuring an embryo would certa.inly be ineligible for Federal ftmding. the law has a broader 
application. It also bars the use of tax dollars to fimd research which follows or dc;pends upon 
the destruction ofor injury to a human embryo. . 

Congress could have strUerured paragraph (2) of subsection (a) of the law like paragraph 
(I) and simply prohibited the use affunds far the destruction or discarding of human embryos.. 
Wc did not. do that, and by established rules of statutory e<>nstruction, HHS IIllIY not construe the 
Jaw's provision on "research in which" embryos are destioyed as narrowly as its provision on the 
creation of embryos.2 Instead, we prohibited the funding of research projects in which the lethal 
dissection or harmful manipulation of living human embryos IS a necessary prerequisite, • 
including projects where the material used in the ex eriments is obtained by destruction ofan 
embryo t t would not otherwise be done Or not otherwise done in the same way). In 
congrcsslOna testimony, Dr. Varmus has confirmed that it is impossible to obtain stem cells 
from embryos for these experiments without destroying the embryos. 

The Rabb memo also ignores the policy reflected in current law on fetal tissue 
transplantation research using tissue from intentionally aborted children. While that law is itself 
open to criticism, it at least bans the use of fetal tissue in federally funded research if abortion 
was induced for the purpose of providing the tissue. Under current law, federal funds may not be 
used' for fetal1tissue transplantation experiments follOwing an abortion if the timing and method 
of the abortion were altered solely for the purpose ofproviding usable tissue for research. Yet, in 
the embryonic stcm cell researeh whieh NIH proposes to fund. the timing, method and 
procedures fot destroying the embryonic child would be detennined solely by the federally 
funded researcher's need for usable stem cells. 

Finally, both Ms. Rabb's memorandum and Dr. Varmus's lestimon before a Senate 
subcommittee present.a new e mittOn 0 uman em 0 at would the 
con Slona rIder on embryo research, and the President's own 1994 directive against using 
fedei'al funds [0 create human embryos for research purposes. They now say that an entity is 
an "embryo"onlY if one can show that it is capable, if implanted in the womb, of becoming a 
born "human being. " This narrow definition has no suppon whatsoever in federal law. 

, , 
2When' s,law hac; two parallel clauses, one of which is deHberately written in broader 

tenns than the other. it may not be interpreted to have the same meaning as the narrower clause. 
See Russello v. United Stales, 464 U.S. 16,23 (1983), and cases cited therein. 



.1-20-19981:13AM P.d 

The Hon<>rlilile Donna E. Shainin 

, 
Nevertheless. researcbers are already oft"ling to use damaged human embryos in their 
destructive research, or even to engineer lethal defects in advance: into the embryos"ibcy create 
for such ["e~atch. in order to ~~!dvantage of this Administration cover and ~!e the 
congressiona:t ana presidemial directives altogetbcr. 

For mOte than 20 years, f.ederar Jaws. and regulations have protected the human embgo 
and fetus from harmful experimentation at 1M hands of the Federal sovemmcnt - rygard!ess of 
whC er tJlI'~ em !yO IS ec or "0 te intended for abortion or 
intended tor lye birth. This area of law has prOVided a bulwark against government's misuse 
and exploitation ofhiiinan beings in the name of medical progress. It would be a travesty for this 
Administrat~on to attempt to unravel this accepted ethical standard. 

•We urge you to review this issue carefully. and to put a stop to a proceeding which so 
clearly does'violence to the meaning and intent ofFederal Jaw, 

Sincerelyt ' 



October 5, 1998 

MEMORANDUM FOR ERSKINE BOWLES 

FROM: Chri, Jennings @ 
SUBJECT:· HMO disenrollment from Medicare and Response by Administration 

~ 
cc; , John Podesta, Rahm Emanuel. Jack Lew, Bruce Reed, Gene Sperling, 

Ron Klain. Larry Stein, Sylvia Mathews, Elena Kagan, David Beier, 
Janet Murguia, Dan Mendelson 

We are attempting to schedule a meeting later this morning wHh you, Secretary Shalala and 
her staff to go t?vcr a range of options that could respond to Health Maintenance Organizations 
(HMOs) that chose to selectively terminate some of their plans from participation in the 
Medicare program. Because of the growing news coverage of this issue, Rahm and Bruce 
believe it is ad~isable for us to move quickly to determine our strategy and public positioning 
on this issue. They asked me to draft this memo in preparation for such a meeting. 

Background 

As of late last night, HHS had not completed its analysis of the impact of the roughly 25 
(mostly large) HMOs that chose to selectively terminate some of their plans from participation 
in [he Medicar~ program. Preliminary data and projections appear to indicate that the decisions 
by these HMOs will affect between 325,000 to 400,000 beneficiaries in about 375 counties. 
Because the Medicare program has about "6,5 million of its over 38 million beneficiaries in 
HMOs. about $percent of Medicare HMO enrollees. and about 1 percent of the entire 
Medicare popuiatlon seem likely to be impacted in any way at aLL Having said this. because 
most of the beneficiaries affected win have another Medicare HMO option in their county. 
there appears t9 be a much smaller number of beneficiaries enrolled in HMOs (between 
30,000 and 80,000 -- about 1 percent of the Medicare HMO population) who will no longer 
have any such pption. (They will, however, always have access to their traditlonaf fee~for­
service plan, as well as to at least some supplementary "Mcdigap" coverage.) 

< , 



COllgressional ~eacfi()!1, The Congress, so far on a bipartisan basis. has been critical of the 
decision by some within the HMO industry to selectively withdraw from fvtcdicare. On 
Friday, the Republican Leadership left the Commerce Committee in the hands of the 
Democrats and some of their party's most vociferous critics of HMOs (such as Dr. Ganske) to 
excorialC the industrts representative. My. Thomas, the Chair of the Ways and Means 
Subcommittee 6n Health: has also indicated at least his initial support of our decision not to 
allow plans to ~harge more andlor reduce benefits. Having s.lid this, members of SlateS that 
will be disproportionately affected can be counted on to pressure us to rake more actions. 
Senator Dodd has alreadv weighed in, and we cun be sure others will follow.

i . 

ReaClion/rom the AARP. The American Association of Retired Persons (AARP) support last ,
week's decision by the Administration [Q reject the industry's request for changes in lheir 
coverage and cost sharing, They have indicated that they want to work with us to make sure 
that beneficiaries know all of their options and rights (discussed below) relating [Q the plan 
terminations from the program. Although they 'acknowledged that their sentiments may 
change as more. beneficiaries complain, AARP indicated that they now see no reason to move 
quickly to respond to initial Mscare" articles by taking any position that appears to reward "bad 
applel! HMOs. Having said this, they also do not believe we need to take a strong and public 
position that appears we have drawn lines in the sand on against doing something on this issue. 
They are of the, mind that we should wait to see how big the problem is and how the public 
responds to it before taking any formal. final position. They think a quick tough position may 
~nconstructively unify the HMO industry against us. 

Options to Res'pond to HMO Industry IS Actions. 
, 

Before. briefly outlining some options. it is important that you are aware of actions we can and 
should take regardless of our brooder strategy on the Medicare HMO, issue. Clearly, we must 
be quick to ensure that HCFA collaborates with the aging advocates (like AARP), thc aging 
network (llke thc Area Agencies Oil Aging), state·based insurance counselors, and others in 
and outside the Administration to ensure that beneficiaries in impacted areas know that they 
can always return to the program's fee-for-service plan. Beneficiaries also need to know that 
the law requircJ Medicare supplemental insurers to offer beneficiaries access to certain 
"Medigap" coverage without being underwritten in any fashion. As a result. insurance thal 
fills in the void~ that Medicare does not cover is truly accessible for this population, Finally, 
to illustrate our conunitment to find ways to assure this never happens again, we may also 
want to indicate our intention to introduce legislation that would help ensure that this never 
happens again. (For example, we might want to contemplate provisions that penalize plans for 
"cherry-picking" the high reimbursement areas or disaUow HMOs to enter any new market if 
they have ,withdrawn in others.) Being proactive could help immunize us against any 
suggestions that ~e are insensitive to the needs of the beneficiaries. 



Options for respunding to last week's decision by many HMOs to pull Qut of Medicare: 

t. 	 Explicitly announce a lIno action is merited" position. In short. draw a line In the 
sand quitt.: publicly and reject any proposal to allow HMOs to shift costs tnlck onl0 
beneficiaries. Blame any subsequent mess on 1·IMOs who signed a coniract in May and 
who nol.;V want to renege on their commitment. Highligtit alt the "selfish" re.tsons why 
some HMOs are dropping out and underscore our commitment to never be "black~ 
mailed" .into changing tllC contracts we signed no behalf of the beneficiaries. 

Pros: Strong and decisive action: Puts industry on th!! defensive and initiates a much 
more public war with one of the nation's most unpopular industries -- HMOs. 

Cons: 	 Republicans, some Democrats. and AAHP may feel we are acling too politicully 
and too abruptly; Charges of callousness to harmed beneficiaries may ensue; If we 
don't st~y tough throughout inevitable "horror"" stories, we will look much weaker. 

2. 	 Tadt tldo nothingll position, but lcave door (quietly) open option. Under this 
scenario.. we would continue to say we are looking into impact to determine severity, 
but would say we continue to be skeptical that there is a valid argument to do anything. 
We wou.ld background the press on the weaknesses of the HMOs' arguments, but 
would h}nt that \ve might not reject out of hand any future intervention if. our review 
turns up major problems for beneficiaries. 

Pros: Appears that we arc standing up to fhe industry, but also gives Uil time and 
flexibility in case we want to alter our current course; would likely be supported by thc 
Republicans and AARP for now. might be safest -~ but. cerrainly not boldest ~-optjon 
for the moment. 

Cons: 	 Could appear weak and indecisive; In the alternative, could appear we are 
insensitive 10 beneficiaries' woes; Opens door [0 HMOs to come in to cut a deal that 
may viewed by the validators as setting very bad precedent for the Medicare program. 

3. 	 Expedite approval of new plans coming into counties now not served. TI}is option 
would highlight our commItment to work \I/ith and give expedited approval to HMOs 
that were not in a service area when another HMO dropped its coverage. These 50­

cailed "good-guy" plans could give a less comprehensive benefit or cost-sharing 
prolecri9n package than the one that it would replace. 

Pros: Rewards good players and punishes "bad apple" HMOs~ Supports our contention 
that we are taking reasonable actions to heJp beneficiaries keep access to an HMO 
option; In combination with base administrative and legislative package (outlined 
above), ·would illustrate thut our "first and foremost" commiunent is to bcne'fidnries-­
not HMO" 



Cons: ":/ery few new plans can be expt."Cted 10 come into these marginal markets; 
Will no,! significantly reduce the number of "victim" stories that will be reported; 
Makes us potentially more vulnerable to criticism that we did not do everything we 
could [0 help beneficiaries; If we pursue this option but eventually cave to HMOs' 
desires :for other plans to gel a similar offering, we would be perceived as very weak. 

,I 
4. 	 Expcdi~e" approval of new plans, but allow selected old plans to apply to come back 

in if no, other option is available. This approach would allow a plan that withdrllw 
from a ~ervice area, which now has no Hi\-10 option, to downgrade its benefits package 
to a level the HMO believes is financially viahle. 

I 


I 


Pros: Would help more beneficiaries at least retain some of their currenl HMO 
coverage; Would be more responsive to the it:Jcvitable pressure from the Congress to tlo 
more to give hope that plans will come back; and if·· as is likely -- the old HMOs do 
not con:e back, it is easier to lay the blame on them, (In other words, we did 
everything the HMOs asked for and they still did not eome back.) . , 

, 
Cons: Rewards bad actors: Makes us look somewhat weak -- as though we backed 
down from pressure of the HMOs, Sets bad precedence for Medicare for future similar 
disputes, with the industry (unless our administrative/legislative package makes it 
appear certain that we cannot or would not be able to do this agaIn,) 

I 
5. 	 IIThird waylt option: try to split the difference between option 3 and 4 to attempt to 

get Ihe best and avoid the worst of bolh options. [( might be possible (although we 
are still trying to develop a way to rationally apply this option) to anow on~y new pl;:ms 
in, but 'to give the HHS Secretary emergency authority to approve ~- in selected cases -­
applica}ions from HMOs from the old service area to come back into the county. 
Under this approach, no such plan could even be considered unless it was clear that no 
new plan ~vas a contender. There would have to be additional criteria as well to ensure 
that there is a substantive difference between option 4 and 5. 

Pros: Could argue that we showed how we could respond to beneficiaries' concerns 
without backing down to the "bad apple" HMOs; See 114 above for similar pros. 

Cons: 'Could be vulnerable (0 eharges.that it is "too cute by half:" Might not be able to 
develop criteria that provided enough direction/cover to the Secretary to differentiale. 

Conclusion. There may be other options. but the above outlines what is most likely to be 
discussed later today, The White House staff (DPC, NEC, OMB, OVP, Rahm, etc.) has not 
made any final recommendations. In general, however. the White House tends to want to be a 
bit more aggressive than HHS. Consistent with this, HHS had indicated an interest in option 
4 on Friday, However, some of Donna's staff seemed to be cooling to the idea over the 
weekend. Regardless, it is clear that all views on this issue will be influenced by the degree to 
which we receive troubling reports about beneficiaries. 

HHS' staff will be meeting early this morning to go over Iheir preliminary analysis and 
options. We will advise you if anything unusual comes back to us prior to your meeting. 



, 

Record Type: Record 


i 
To: See tile distribution list at the bottom of this message 

, .' 

~bject: [cOngreS~i~~al M~etin'g Tomorrow at 11 :45 am 
,. i ~ -. . -._- . 

Hello everyone. Uust wanted to make sure that your boss had the congressional meeting tomorrow at 
11":45 am in the Cabinet Room on his/her schedule. The meeting is to discuss the health components inp 
reconciliation and the following-Members are expected to attend: , 


, 


Rep. Bill Arche', (R - TX) , 
Rep. Charles Rangel (D-NY) 

Rep. Pete Stark'(D-CA) 

Rep. Bill Thomks (R-CA) 

Rep. Tom Bliley (R-VA) 

Rep. John Dingell (D-Ml) 

Rep. Michael BiIi,akis (R-FL) 

Rep. Sherrod Brown (D-OH)
. , 

Thanks, 
Ann 

Message Sent To: I 

Carole A. Parmelee/WHO/EOP • 

Sara M. Latham/'NHO/EOP 

June G. Turner/WHO/EOP 


, Michelle CrisciNYHO/EOP 

Bessie M. WeaverlOMB/EOP 

Melissa Green/OPD/EOP 

Virginia N. RustiqueIWHOIEOP 

Elisa MilisapIWHO/EOP 

Aliee H. WiliiamsICENEOP 

Debbie B Bengtson/OVP @ OVP 

Cathy A. MayslOPOIEOP 

Sarah A. BianchVOMB/EOP 

Jason S. Goldberg/WHO/EOP 


1 

I 

. " 
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TALKING POINTS FOR CONGRESSIONAL HEALTH BUDGICT MEETING 

June 3; 1997 


i 
• 	 HISTORICAL OPPORTUNITY, This budget offers an unprecedented opportunity to 

pass the most significant health care reforms since Medicare and Medicaid wcre enacted 
over 30 years ago. Ifwc succeed, we will: 

Modernize and reform Medicare, extending the life of the Medicare Trust Fund 
for well over a decade, and lay lhe foundation for addressing the long-term 
fi~nclng challenges facing the program; 

OITer states unprecedented flexibility to efficiently administer Medicaid; and 

Extend health care coverage to millions of uninsured American children. 

• 	 nUJARTISAN I'ROCESS, We are at this JXlint because of your cooperation and 
diligence in putting tne interests of good policy ahead ofp:u1isan politics. This occurred 
both in the negoriotions leading up to the budget agreement, and in [he preparation for the 
upcoming mark-ups. 

• 	 In particul~r, Chainnan Archer. Chairman Bliley, Subcommittee Chainnan Thomas, and 
Subcommittee Chainnan Bilirokis deserve grcat praise for how you have integrated our 
Democratic colleagues in the drafting of the respective' mark-ups. I believe the final 
budget and the country will be all the better for the process you have established. 

• 	 COMMON GROUNI>. The result of this bipartisan work is a foundation of policies that 
we all agree will help reform the entitlement programs. These include: 

Modernizing the program by offering more plan chokes (0 Medicare 
beneficiaries, Mr. Thomas, you have been a leader in this area. 

, 
Reforming the fee-for~servicc program through prospective payment systems tor 
home health, skilled nursing facilities, outpatient departments, and other fee-for~ 
service providers, Mr. Thomas and Mr. Stark. you have been working on these 
issues for years. 

Assuring that beneficiaries have adequate consumer and quality protections in 
both Medicare and Medicaid. Mr. Stark and Mr. DingeH, you have led the way 
h(;rc; and 

, 
Providing new Medicare preventive benefits, such as screening for cancer and 
diabetes self~rnanagement. Mr. Thomas. Mr. Bilirakis and Mr. Stark have worked 
diligently on these issues. 



, 
" 

• 	 PRIORITU:S, At the beginning of the Congressional mark-up process, ! would like to 
emphasize several ormy priorities. 

, 

MEDICARE 

Prudent purchasing reform. I share your belief that Medicare will survive only 
if we take [rom the private sector its best lessons in competition and negotiation> 
That is why I hope you give serious consideration to proposals that give the 
Secretary the authority to negotiate lower prices through competitive bidding and 
other similar market-oriented mechanisms. 

Immediate home health reallocation, J support the immediate reallocation of 
JOl1g~term home health care to Part B because it is good policy. There is no reason 
to phase it lfl over time. Doing so will reduce how much we extend the life of the 
Trust Fund by at least two years.

I 	 • 

Ca'rvjng out academic health center payments from managed care. I believe 
we should make it a priority for medical schools and other teaching facilities to be 
directly compensntcd for their unique additional costs -- nnd not dependent on 
whFthcr managed care plans pass on the payment we give them for this purpose. 

I 

Medical Savings Accounts (MSAs). Everyone in this room knows I have major 
concerns about a new Medicare Medical Savings Account. Such an approach wm 
-- according to CBO -~ cost the Trust Fund money and has great potentia1 to 
adversely select healthy populations away from the traditional program. I don't 
believe we should move in this area, 

MEIlICAIJ) 

Uisproportionatc Share Hospital (OS H) reductions. After major objections 
from Oovernors, among others, we agreed to drop the per capita cap proposal 
from our savings package. Now the Governors want to reduce the DSH 
reductions. We believe that our savings are achievable if DSH funds can be better 
targeted. 

Medicaid investments. Our investments were explicitly referenced 1n the budget 
agreement If we can maintain our DSH savings -- as J believe we can, we should 
honor the agreement on the investments. 

CHILDREN'S H.:ALTH INITIATIVE 

I 

Efficient investment for children's coverage. One issue that I feel the most 
strongly about is the opportunity to expand children's coverage. I look forward to 
working \yjth you on the most efficient way to provide meaf!..incftli coverage for 
up·to 5 million children, 



However, I have concluded that tax incentive apnroachcs arc Dot the best 
mechanisms to most efficiently target our limited $16 biHjon children's health 
hudgct investment. 1 have become convinced that these approaches arc 
administratively burdensome, costly and \vould not most efficiently pick up 
uninsured children. Therefore, I believe that the $16 billion should be used 
through Medicaid or a capped mandatory grant option, If, however, you propose 
Ia.~ incentive options in the COntext of your tax cut proposals, I am open to 
reviewing them to detenninc their priority relative to other tax cut proposals. , 

I 

I 
• 	 CLOSING. While we wm not agree on everything at the beginning of this process, I am 

confident that we can build upon the strong bipartisan working relationship that we have 
developed, and finalize this historic agreement in a way that is acceptable to all. 



m:ALTIl CAR.:: BUDGET STRATEGY 

MI1DICARE" 

Issues in 
Disagreement 

Mark-Up Status Policy Options and Process Final Policy Goal 

Medical House Republicans will Since Senate Finance may no~ Eliminate the 
Savings :includc program-wide MSA have MSAs, taking an immediate provision altogether 
Accounts option, similar to what was position on a demo may be or, if necessary to 
(MSAs) included in the BBA. Rules 

governing MSA are currently 
unclear -- as is CBO scoring. 
House Oems willlikcly try 
to strike/alter provision. 

, 

premature. NEC/Ope policy 
process reviewing acceptable 
demonstration options. Options 
will be available for Principal's 
sign-off as early as June 6th. In 
the interim, POTUS should raise 
major concerns with Members. 

finalize an 
agreement on 
Medicare, develop 
an acceptable demo. 

Medical 
Malpractice 

, 
Republicans will include a 
~BA-like provision in House 
mark-up. It will likely cap 
punitive and non-economic 
damages at $250,000. 

No policy development options 
underway or likely necessary, 
since Senate will not include in 
their version and will strongly 
oppose in conference: 

Eliminate provision 
through a strategy 
designed to ensure 
that conferees 
recede to Senate. 

Academic The House Mark will not Not many policy options other Work to get 
Health Center include our proposal to than to either keep or eliminate conferees to recede 
~~Carve-Out" "carve out" the portion of 

managed care payments 
being credited to plans for 
tpeir costs of contracting out 
with teaching and DSH 
facilities. 

the "carve-out." The Senate 
Mark will likely retain the 
President's provision. (High 
priority for Moynihan.) POTUS 
may want to stress as priority 
with Members. 

to likely Senate 
provision. 

Home Health House and Senate Should continue to argue for our Strongly push the 
Reallocation Republicans (with exception 

of Commerce Committee) 
will change our policy to 
phase in not only the 
p:remium increase, but also 
the actual transfer of home 
health expenditures. Change , 
will reduce the life of the 
Trust Fund by about 2 years 
and undermine our policy 
rationale for the transfer. 

original policy and clear (through 
OMB and normal NEC/DPC 
process) strong position for HHS 
to take during Mark-Ups. 
NOTE: It certainly could be . 
argucd that Republican position 
is explicitly inconsistent with 
balanced budget agreement 
addendum. 

Republicans to 
accept our current 
policy. If 
unsuccessful, use 
this as leverage for 
other issues. (The 
Republican 
approach will still 
probably extend the 
life of the trust fund 
until at least 2007). 



Issues in 
Hisagreement 

Mark-Up Status Policy Options and Process Final Policy Goal 

Prudent 
Purchasing 
Reforms 

'Republicans (and probably a 
number of Democrats) will 
likely reject the President's 
proposals to enhance 
>Administration's ability 
to utilize market-oriented 
purchasing techniques 
(e.g., competitive bidding). 

These provisions are a high 
priority to OMB, HHS, and have 
Administration-wide support. 
They illustrate our commitment 
to business-oriented mechanisms 
to purchase medical devices, lab 
services, ctc. HHS should be 
cmpowcred to continue to 
advocate for them, even though it 
will be very difficult to get 
Congress to respond. The 
meeting with the Members might 
bc a good opportunity for the 
POTUS to push this initiativc. 

Although will be 
difficult to achieve, 
attempt to integrate 
all or most of the 
Administration's 
prudcnt purchasing 
provisions in thc 
final bill. In so 
doing, secure "elite" 
validation that the 
Administration is 
committed to true 
structural reforms. 

Medicare Republicans or Dcmocrats N EC process that had been Get out in front of 
Commission ~ay include language in the 

Mark or in subsequent 
amendments for the 
establishment of a bipartisan 
Commission to address long-
term Medicare financing 
challenges. 

: 

I, 

discussing these issues is being 
reconvened by Gene to consider 
options for both Medicare and 
Social Security, as well as how 
best to respond to Hill pressures. 

the issue so that the 
President -- not the 
Congress -- has 
greater infl uence 
over the structure of 
any Commission. 
Ensure nothing gets 
passed on this issue 
that we cannot fully 
support. Prcfc.rably 
work out an 
agreement on the 
handling of this 
issue outside of the 
budget agreement. 

2 




IIEALTH CARE: HUllm:T STRATEGY 


MEIlICAm
~ 

Mark~Up Status Final PolicyPolicy Options Issues in 
GoalDisagreement 

Disproportion~ $15 billion in .scorable NEC/DPC process reviewing Point oul that the 
ate Share DSH savings (roughly the all possible WlIys to reduce states won a big 
Hospital (J>SII) , amount we assumed) will DSH cut without reducing victory with the 
J)ayment I require $20 billion in any investments. This elimination of 
Reductions I , dedicated cuts blc of CIlO means we are focusing on the per capita ,, 25% leakage assumption. additional flexibility options cap and push for 
. I 

I , 
Committees -- responding 
to heavy lobbying from the 

that CIlO would score. 
Beyond the flexibility 

aU or most of the 
$15-16 billion in 

Governors and hospitals ~~ options we already assumed, DSH savings 
ilrc reducing DSH cut to our only other real option is assumed in the 
about $9 billion by 10 save $5 billion by budget 

, downsizing (non-kid) allowing slates to use agreement. Link 
investments (see below) Medicaid rates (ruther than these savings to 
and increasing savings Medicare rates) for dual need for better 
from flexibility provisions. eligibles. Problems include DSH targeting 

, Reportedly, allocation of (I) Nega.ive impacts on (outlined below) 
I remaining savings hits high providers (and possibly and the need to , 
, DSHs!.,eS quile hard. beneficiaries) AND protect invest-

I 
I 

(2) A $4A billion offset from 
Medicare. 

rncnts (a!so 
outlined below.) 

, 
l)SH Targeting Our rationale for relatively HHS, OMS. DPC and NEC To achieve the 

sigmficant DSB savings will review Bouse targeting best possible 
was linked directly to our language as soon as available agreement on 
ability to better target the to determine adequacy. targeting, most 
state spending of these (Their provisions will likely likely by 
dollars on those be insufficient to respond to pursumg a 

,, 

institutions thai really did the concerns ruised by the conference 

I, disproportionately serve. public hospitals, the : strategy. Final 

I. the uninsured. Last night, children's hospitals, and the • policy will likely • 
, we learned that the House unions). We are in (he not emerge until 
I Commerce Mark may have process ofdeveloping the very end. , 
, u modest targeting alternatives. More likely, 
, provisioll. (This is news, though, wc will build off 
, 
, since we thought they whatever the Hill starts with 

would have none as a -- this is a major 
result of opposition from provider/unionfstate issue 
the Governors.) that is extremely 

complicated and formula · driven. · ·I 

3 




Issues in Mark-Up Status Policy Options and Process FinallJolicy 
Disagreement Goal 

Medicaid In order to reduce the size I f the weekend reports are Protect most 
investments I of the DSH cut, the House true, the House Republican if not all the 

, 

, 
Republicans are reportedly 
planning on dropping $2.7 

Medicaid budget would be in 
clear violation of the budget 

investments we 
won in the 

, billion in Medicaid agreement. Until the balanced budget 
investments for: NEC/DPC process can meet agreement 

to review the implications of discussions. 
-- D.C.($900 million), 
-- Puerto Rico ($300 

these provisions (not until 
later this week), we or course 

million), and would maintain our budget 
, 

I ,, 
I 

-- Low income Medicare 
beneficiary protections 
($1.5 billion) 

agreement position. The 
question is what, if anything, 
should the President say in 
his meeting with the 

, that were called for in the Members on this subject? 
budget agreement. 

, So far, the Republicans It is worth noting that both 
have not reduced the the Democratic and 

, dollars allocated for Republican staff on the 
I children's health (or other Commerce Committee are 

, "below the line asking us to consider using 
, investments") to take care Medicare savings to offset 

of their DSH problem. the $1.5 billion low income 
The House Republicans beneficiary protections cost. 
are planning to show the (This illustrates how difficult 
Governors budget tables everyone is finding it to get 
that illustrate that with a savings from DSH.) If the 

, new block granted Republicans include an MSA 

I, children's program (with 
virtually no strings 

in their Mark-Up, one idea 
might be to use the savings 

attached) they will have the from the elimination of the 
same or more resources MSA to pay for this 
than they would have had investment. 
with their DSH payments. 
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,.. 
HEALTH CARE: nUIlGET STRATEGY 

. '. •CHILDREN'S IIIlALTH 

lssues in Mark~lJp Status I'olicy Options and Final Policy 
Disagreement I)roecss Coal 

Tax Despite the fact that CBO and lbe Thomas/Gramm Limit investment 
Dc:ductionll- as other outside, independent approach is inconsistent 10 either/or 
Use for Some validators have concluded that with the budget agreement Medicaid or a 
ofthe $16 tax incentives are clearly not unless we explicltly alter new capped 
Billion the most efficient policy our current NECIDPC- mandatory 
Investment for option to insure children, the cleared position against it. program, unles's 
Children House Ways and Means Our first priority is to the funding for 

Committee (Mf. Thomas) and ensure that we push the the tax incentive 
the Finance Subcommittee on Committees back to the alternatives does 
Health Chairman (Senator Medicaid andlor Capped- not come from 
Gramm) seem intent on Mandatory approach that the $16 billion 
allocaling between $3·6 billion was outlined in the budget children's health 
on tax deductions (including agreement. Tuesda)'~s investment (and 
MSAs, under the Gramm meeting would be a good the alternativcs 
approach) aimed at providing time for the POTUS 10 say are policy, 

~ in~urance for child~en, that tax approachea should defensible). 
be taken from the tax cut 

. allotment (ifu,cd at all), 
• rather than from the $16 

, billion set-aside for kids, 

Allocation of Because Mark-Up is not until lbe NEe/DPC process is To pass 
Investment 'next week, we do not know developing policy options legislation that 
and Optimal exactly how thc Committees of for consideration by the most efficiently 
Children's jurisdiction 'lA'll! allocate their Principals. We believe a and successfully 
Health Policy dollars between Medicaid and policy that expands provides a 

a new grant program. It seems ' Medicaid to a certain, "meaningtbl" 
clear that Finance Committee relatively low percentage of insurance benefit 
will spend much more on poverty, supplemented by a to the largest 
Medicaid than on grants, and neW capped grant program number of 
the Commerce Committee win for children in higher uninsured 
do just the opposite. incomes, seems to represent children. 

the most advisable policy, 
it also looks likely that the 
Finance Committee will place The NEClDPC Deputy's 
much greater accountability on policy team is reviewing 
the Governors to assure that options on targeting j state 
dollars are used to pay for accountability! protection 
uninsured children (and not against state or employer 
current state liabilities) and substitution, benefits. etc, 
that they are spent on a that could be ready for the . "meaningful" benefit Principals early next week . 
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, TALKING POINTS ON HEALTII CARE ,TASK FORCE 
'AND THE "TOLLGATE" POLICY DEVELOPMENT PROCESS 

I 
WHAT TIlE TASK FORCE IS ..• I 

r 
President Clinton established the Task Force on National Health Care Reform to develop a 
proposal that would bring spiralling health care costs under cq'ntrol and give American families 
the peace of mind and security they deserve. The President gave his Task Force a clear charge: 
by building on the work of the campaign and the transition, and incorporating suggestions and 
advice from all comers, prepare health care reform legislation that he can submit to Congress 
within 100 days. President Clinton's Joint Address to Congress emphasized that Washington can 
delay no longer: the American people demand health care reJorm now. 

Demonstrating his level of commitment to solving this C~Plex problem, the President appointed 
First Lady Hi~lary Rodham Clinton to chair the Task Fo'rce. As President Clinton said, the First 
Lady is not only experienced but is capable and effecti~e at bringing people together around 
complex and difficult issues to hammer out consensus land get things done . 

• 
The Task Force also includes representation from the highest levels of the government --including 
the Secretaries of Health and Human SeIVices, Labor, Treasury, Commerce, Defense, and 
Veterans Affairs -- as well as senior White House officials. 

POLICY DEVELOPMENT: TIlE "TOLLGATE" PROCESS ••• 

The overall policy evaluation effort of the Task Force is being coordinated by the President's 
Senior Adviser for Policy Development, Ira Magaziner, and is based on the "Tollgate" system -­
a research and evaluation process commonly used in the business ,world for large-scale projects 
that need to be completed quickly. To advise the Task Force, Mr. Magaziner has formed over 
25 working groups. These working groups, which are divided. into health policy subject areas, 
will guide their research efforts through a series of tests, or "tollgates", before a comprehensive 
set of options is presented to the Task Force for consideration. 

The first serieS of tollgates -- the broadening phase -- require the working groups to put all 
serious options "on the table" -- ensuring that all issues are considered, all questions are 
discussed, and,that the correct methodology is being used. The next phase of the tollgate process 
narrows this broad group of options and makes draft recommendations, which will later be 
synthesized into a comprehensive set of proposals. At that point, auditors will check to ensure 
that all cost and savings projections are sound, and that all legal concerns are addressed . 

• 



AN INCLUSIVE PROCESS ••• 
\ 

The President feels strongly that this be an open and inclusive process. and has structured the 
system to encourage participation from all levels of government, all segments of the health care 
industry and the business community. and the American people. 

Hundreds of Peopie -- including officials from various agencies. Congressional staff, health care 
experts, and White House personnel -- are directly involved in developing policy within the 
working groups. 

[n an attempt to make health care reform respond to the concerns of both those who receive 
heaith care arid those who provide health care. there are doctors, nurses, social workers, and 
hospital administrators working on and contributing to many of the working groups. In addition. 
diverse paneis of consumers and health care professionals will be brought in regularly from 
around the country to advise the working groups as they develop their recommendations. 

I 
Representativts from several White House departments -- including Congressional Relations. 
Inter-Governmental Affairs, and the Public Liaison's Office -- are actively reaching out for 
advice from members of Congress. state and local governments, organized health care interest 
groups, representatives from small and large businesses, and the American people. All groups 
have been encouraged to submit written proposals and many are being brought into the White 
House to meet personally with Ira Magaziner and other working group members. 

[n addition, the Task Force operates a round-the·clock ·War Room" -- which receives the 
thousands of speaking requests, policy papers, letters and phone calls from Americans concerned 
about solving our health care problems. And whether it be a hospital administrator's treatise on 
malpractice reforms or a widow's handwritten ietter expressing outrage at her skyrocketin~ 
prescription drug costs, each inquiry is taken seriously, channeled to the appropn.re working 
group, and giyen immediate consideration. 

I 
The First Lady has been travelling throughout the nation talking to the American people about 
their health care concerns and their suggestions on how to reform the system. She has accepted 
several invitations to participate in roundtable discussions that will be held throughout the country 
in the next month -- where she can listen to the recommendations of all the people -~ consumers, 
providers. and special interests -- wno are eager to contribute to the Task Force as it develops its 
proposal for comprehensive health care reform. 
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THE WHITE HOUSE 

WASHINGTON 

June 16. 1994 

MEMORA~DUM FOR WHITE HOUSE STAFF: 

On.'f 1he next few weeks, lh.;: health care reform dcomt! will 
1.·~cntiHlly tum to one key issm:: 'UD~vcrsal Coverage_ 

The fight for L'niversal Coverage is the fignt for hard working 
middle-class Americans. Without Universal Covcrnge. millioJl':l 
of middle-class Amt'ocans will b¢ left uninsured, 3(ld millions 
more will live in constant feat Qflosing their Insurance. 

Auached is our argument for Universal Coverage, and the 
">' . 	 impact ofa non·t;nivefsal Coverage plan on mkldle·class 


Americans. 


Pte;lse take some time to review this material. With your help, 
we can win this deba!e. 

The staff in the Health Care Delivery Room i;; available to 
answer your G:uestions: 456-::::566, Thank you for your 
continued efforts.. 

Sincerely," 

Harold !ekes 
Deputy Chief Of Staff 

'.' ­
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WHY UNIVERSAL 

COVERAGE: 


, 

Fighting For The 

, 

Health Security Of 

I 

America's Middle Class 


I. Why We're Fighting For UNIVERSAL COVERAGE 
II. Personal Stories 
III. The Pivotal Point is UNIVERSAL COVERAGE 
lV. Progress That Won't Dc Stopped 
V. The Bottom line 
VI. Speech Text 



, 
I. WHY WE'RE FIGHTING FOR UNIVERSAL CQVERAGE 

, 

I 


I 
• 	 The UNIVERSAL COVER-\GE debate is not about the wealthy: They'll be 

able to +fford car~ under any plan. 

The UNIVERSAL COVERAGE debate is not about low income Americans: 
They'll get care through Medicaid and other programs. 

UNIVERSAL COVERAGE IS ABOUT HEALTH SECURITY FOR HARD 
WORKING MIDDLE·CLASS AMERICA"iS, 

• 	 This Administration was founded on the principle ofPuning People First. From 
the beginning. President Clinton has madt': a strong commitment to hard working 
middle·class Americans. In the Clinton Presidency. the cancc:ms of hard working 
Americans -- not the special interests -- guide public policy. 

• 	 Why is UNIVERSAL COVERAGE so important? Because. without Universal 
coverage, the middle class is hit hardest. The tight for UNIVERSAL 
COVE~GE is truly the light for h~alth s~curity for hard working, middli!-c1ass 
Americans. The President is deep I\' committed to this battle. I 	 . 

• 	 Some people say, "Why does tlie President insist un UNIVERSAL COVERAGE?" 

The President's boltom line remains UNIVERSAL COVERAGE. because the 
middli! class is hit hardest if everY American isn't covered, i . 


, 

• 	 Some prople say, "91%. 92% 99%: what's the difference?" 

, . 
The difference is dramatic. especially for hard working middle class Americans. 
Without UNIVERSAL COVERAGE. 24-40 million Americans. 83% of them in 
workin~ families, would remain uninsured. Millions more would go through each 
day with the fear oflosing their insurance, Lower income Americans will get 
more help, the rich remain secure and the middle class will pay the price. 

, 
• 	 Ifwe fail to cover every American, we don't fail the wealthy, who will get 

covered anyway; we don't fail people with lower incomes, who will receive 
more ~elp; we fail the hard working middle-class who will either remain 
uninsured, or have to live in fear of losing thier insurance-- and that is 
"rr-ong. 

REAL Health Care Reform will include hard working middle-class 
Americans, and not exclude them. 



II. fER'lQML STORIES 

"' 	 I H [eli you why we're l1ghting so hard for UNIVERSAL COVERAGE. En:ry 
day. the President. the First Lady, and people in our Administration·- we all ht:ar 
abollt h~d working Americans \vho~e lives are being tom apart b; uncertaiJities 
about their health care -- Americans like 37 year old Susan ~·iillard '.\'ho lives in 
:V1ilwauk~e. \Visconsin. Susan works for a living. and earns a midd!e·dass 
income, but she still can't afford health cure insuram:e On the other side. she 
earns too much to get assistance through welfare. Recently, Susan suffered neck 
injuries. and her medical bills skyrOCketed. Now. she lives day to day in fear of 
having to have surgery that she can't pOl:' fOL It angers her to think that she may 
have to quit her job and go on welfare in order to get coverage, fn her 0\\11 \\'ords, 
"you ha\'c to either be 100 rich or too poor. but you can't be that middle person~­
no. the' s~"stcm shuts out the common tolks," The !1ght for UNIVERSAL 
COVERAGE is the fight to!' health security of working. middle-class Americans 
liKe Susan. 

• 	 Americans lib:: Jim Bryant. who told the Boston Globe that he works 70 hours a 
\\'eek but has no health lnsurance for his family. He wond\!rs if it's fair that he 
misses ~is son's soccer games on Saturdays to go to his second job while people 
who are! on welfare have hcahh benetits he and his middle-class family don't have. 
In a moment of frustration, he pointed out to his \.vife that if the)' broke up she and 
their sons could get' benefits that working famili~s like th~jrs can't afford, 

" 	 It's middle-class families like the Bryants and the Millards who will gt!t no help at 
ali from half-measures, quick fixes, and band-aid style rtfonns. They represent 
the 8~ 10% of Americ;ms that will have to go on weltzue to get health coverage, 
That's not r~al refomt! In many states, more than 400,000 middle-class workers 
will not be insured under a nOI1~UNIVERSAL COVERAGE plan. For the sake of 
thc~w hhrd '..".orking families. let's do it right Let's not !eave anyone out. let's 
cOVer cvcf}"one. Let's get the job done thIS year. 

ilL THE PIVOTAL POINT llLllNIVERSAL CQVERAGE 

• 	 This isn't JUSt about the uninsured., although their numberS are growing and 
nearing 40 million. This debate is about th~ tens of millions of hard working 
middle-class Americans who live with the uncertainty of never knowing whether 
their health. care will be there when they need it After alL they could have a 
member of their family get sick. or they could lose their jobs. or they could 
cJ:a!1ge jobs and not be able to get insurance at the new one. The only \\:ay all of 
our people will be secure is when every American knows that whether they lose 
their job, change jobs, mOve, get sick. get insured. or JUSt grow old, their health 
care will be there,, 



, 
"Health Care Ref()rmjusl isn't the realilling unless mitfdle-clllSs working 
people arf guaranteed cOI'erage. and after 60 years ofdelay. tlte America/l 
pe()ple desen'/? the ,eal thing. " 

!.Y, PROGRESS THAT WON'T BE STOPPED 
, 

• 	 The! Ar.1eric:m fX'ople want and :1ecd health care refomt They want the sccu:ity of 
hen!th bendits that can't be (aken away, For the sake of America's middle class. 
we ~~tn't allo\v the partisan naysayers to sland in the way of change. \Vt,: simply 
cannot afford to play politks with the li\'cs othard working Americans. 

• 	 t>.lomentum in Congress demonstf3tcs that we are well on the way to guaranteeing 
private insurance tl..1r every Americo.n that can never be taken away, Most 
~\'tembers of Congress have heard the urgent call from the Ame:rlcan peopJe who , 
want health care n:ioml. There should be no turning back, we must finish the, 
job.,.. 

j', THE BOIIOM U:-:E 

.. 	 The President's bottom line remains IJN1VERSAl COVERAGE, This is not a 
lilTie to givl.' up on {he health security of America's nard working middle~class, 

, 
• 	 To'dny. an historic window of opportunilY for health care reform remains open. 

But. without action. this window will slam shut on the health security of hard 
working middle~c!ass Americans. AU over America. there nre millions of middle­
class families who work hard. but ean't afford insurance. Leaving behind these 
parents and children is unacceptable.

! 



VI. Speech T.:xt 

Why Universal Coverage: 
, 
Fighting ~or The Health Security Of America's Middle Class , 

Thts Administration was founded on the principle of Putting People First. From 
the beginning. President Clinton has madl! a strong commitment to hard working middle 
c;uss Americ.ms. Under the Clin~on Presidency, ~he concerns of hard \vorking Amerkans 
•• not the special interests ~~ guide publk policy. 

Part oftJIe Administration's commitment to Aml!rica's middle~class is mO:1ifested 
in President Ciirton's fight for health care reform. In the past year. we have made 
enormous progress towards real h..:alth G~rc reform, And nuw, we're almost there. , 


I 

'After 60 years Df tits and slimS, roadblocks and d~ad ends. we are finnlly making 

progress l(nvarqs reai health care reform. For the 1irst time in United States history. the 
relevant Committees in bOih houses of Congress are seriously moving forward on health 
cure reform, There have b..:en twists and turns along ~hc way -- and no doubt more ahead 
.~ but we are steadily moving closer to our goal: passage of major health care rcfonn this 
year. 

, 

On June 9. the Senate Labor and Human Resources Commince became the first 
:ull CongressiJnai Co:nmittee. to report out a health care ret~)rm bill. With hi-partisan 
support. the Committee adopted a bill which preseryes all the fundamental principles of, 
the Presidcli~'s pian. 

And no\\.', as the four rem~ining Congressional Committees finish their 
ddiberations·~ us we get down to crunch time in the health care rcfoon debate -- one 
issue has risen to the forefront: UNiVERSAL COVERAGE. 

On one side. there are those. like the President. who support guaranteed private 
insurance for every American, On the other side. there arc those who support private 
in~urance wit~ , no guarantee, 

The Prbsident1s bottom line remains: OnlY a health care retorm bill (hat contains , ' 
UNIVERSAL COVERAGE will make it past his desk. 

Why is UNIVERSAL COVERAGE sO impo,nant? Because. without 
UNIVERSAL COVERAGE. 24-40 million Americans.. 83% oflhem in working 
families. wou!d remain uninsured, Millions more would go through each day with the 
fear of losing ,their insurance. Lo\\'er income Americans with get more help, the rich 
remain secure and the middle class will pay the price. 

• I 
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i 
The S..:'NIVERSAL COVERAGE debate is not about the \vealthy: They'll be able 

to afford c~e under any plan, The UN!VERSAL COVER.AGE dcbatt: is not about low 
income Am~ricans: They'll get l.::lfC through ;vredkaid and oth", programs, 
UNIVERSAL COVERAGE IS ABOUT HEAL Ttl SECURlTY FOR HARD WORKING 
MIDDLE·CLASS ,\MERICANS. 

This isn't just about the uninsured, although their numbers are growing and 
ncuring "'0 millIon. ~\'1ore-so. the debate is about the tens of millions of hard working 
middle-class Americans who live with the uncertainty of never knowing whether thet! 
health care ~... jll be there when Ihe... need it After all: the\' could have a member of their 
family get ~ick, or they could los",' their jobs, Or they could change jobs and be unable to 
get insurance at the new one, The aniy way all of ou( people will be Secure is when every 
American knows that \vhether they [os~ their job. change jobs. mOVe, get sick. get 
insured. or just grow old. their health care \Vm be there. 

Ev~r)' day. the President. the First Lady. the' Vice President. and people in our 
Administration -~ we aJl hear about hard~working Americans whose lh:es are being tom 
apan by uncertainties about lheir health care, People like Jim Bryant who told the 
BOSfOI1 Gfohc that he works 70 ho~rs a week but has no health insur:,mee for his family. 
He wonders if it's fair that he misses his son's soccer games on Saturdays to go to his 
second job while people who arc on \vd fare have health benetits he and 'his middle-class 
ramify don't h;n'c. In a moment of frustration. he pointed out to his wife that if they 
broke up she and their sons could get benel1ts that working families like theirs can't , 
afiord. 

Th~t's just not right! No one who ,""arks should have to go on welfare to get 
hcaltn insurance. It's middle~dass families like thl;.: Bryants who wiil get no help at aU 
from half'ml:!asures, quick fixes, and band~aid style reforms. In mnny states. more than 
400,{}OO middle~dass workers will not be insured under a non-UNJVERSAL 
COVERAGE plan. For the sake of these hard ,\,:orking families. let's do it right. Let's not 
;t!";Jve anyone out. Let's cover everyone, Let's get the job done [his year . 

. 
Health care reform just isn't [he real thing unless middle~class: working people are 

guaranteed coverage. and after 60 years of delay. the American people deserve the real 
thing. I 

Today, an historic window of opportunity for health care reform remains open. 
But. without action. this window will slam shut on the health security of hard working 
middle-class Americans, All over America. there are millions of middle-class famlHes 
who wor~ hard. but can't afford insurance, Leaving behind these parents and children is 
uoacceplable. 

, 
The fight for UNIVERSAL COVERAGE is truly the fight for health security for 

hard working. middle-class Americans. It is tight we cannot afford to lose. We just can't 
Jet these people down. The President is deeply committed to thiS battle, 
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CBO TALKING POINTS 

Administration 


Februa", 8, 1994 


I 

This debate should be abouL providing all Americans with guaranteed 
ru:lvate j"sur!lJll:il: that can never be taken away. The CBO accounting 
decision is ultimately It technical, score-keeping issue that will not affect the 
outcome of health "'form.. 
Private sector health carl! premiums should .!!!!t he counted as part of the 
federal budget. It doesn't make sense. Under the current system, employers 
pay premiums to health insurers to purchaSe insurance for their employees. 
These trall$actions have ~ been considered part of the £ederal budget. 
The President's apptuach builds on the current system with employers 
continuing to pay insurance premiums to private sector health providers. 
'rhe•• priVate sect.or premiums are not part of the fedoral budget now and 
there'S nO legitimate reason why they should be ""nsidered part of the federal 
~udget u.nder reform. 

I 

Why would a payment from ane private party to another private party be 
part of the fedora I budgel? The government will neither Collect nor spend 
this mOlley. This transaction is similar to the requirement in many states 
today that r••idents must purchase auto insurance. The resulting payments 
~- between the•• people and their insurance companies fur a car insurance 
policy -- are ,,," counted as tax •• on state budgets nor would anyone expect 
them to be. The argument that ~ payment required by the government 
~hould b. part afthe budget ignor •• the many cas •• t"day where the 
government ••ts a minimUlIl standard to provide security to its citizens (i.e., 
minimum wage). It would b. unprecedented to begin to count these now as 
part of tbe federal budget. 

We specifically rejected a government-run, government-financed 
system in favor of a system that i. rooted in the private sector and 
b ....ilds on the employer-based system to guarantee every American 
private comprehensive health Insuran"". , 
IWhile private premiums should not b. used to weul!WI the federal bud~et. 
: information on premium payments -- including estimated total premium
icontribution. by employers and consumers h will be c!early !!.i&gimd in the 
I budget. We want to ensure that tru.. information is readily available and 
accessible to the American public. 



/ill 003 

, 
• 	 lllnddition, allY fund. being collected or spenl by the federal government -- . ! 

s.J.ch as neW Medicare benefits, vt:lUfran's heAlth, or discounts on tht! price of 
insurance to small busin..... and low income families -- have always been 
and will continye 10 be clearly counted as part of the budget. 

i 
• 	 I f;thero are technj""J budget issue. that need to be worked out, they will be 

resolved as the Congressional committees move forward! in consultation with " 
the Congressional Budget OffiCII, The bottom line for th. President ho. 
always been providing A:11 America.IUi with guaranteed comprehensive private 
insurance that can never be taken away. 

, 
[i:\.d"t"<hfthc.",\adminl,6n~ GV01190i 1t:10 PM} 
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TO: (See Below) 

FROM: Jeffrey L. Eller 
Office of Media Affairs 

SUBJECT: For Internal Use Only 

For Internal Use Only 
Not for 'Distribution 
1/18/94 , 

I IS THERE A HEALTH CARE CRISIS IN AMERICA? 

0: Some Republicans, and even Senator Moynihan, 
health care crisis in America. Do you agree? 

say there is no 

A: We disagree, but if they seriously believe that there's no 
problem, let's have a real debate. Unfortunately, this is 
apparently just a.political strategy of some Republicans. And 
it's very Bad because there are many Republicans who are very 
committed ,to a real, bipartisan solution to this health care 
issue, and'health care is not an issue that anyone should be 
using to.play politics with." 

[Background: 
Republican strategist William Kristol has written a 
'widely-circulated1memo-saying the'only way to defeat the 
President's plan is to flat-out oppose it. And the only way to 
justify,tha~ opposition is to deny that a health care "crisis" 
exists in America. Dick Cheney and others have picked up this 
line in'the last few weeks, and Sen. Moynihan repeated it on 
Sunday's "Meet the Press." And a recent Wall Street Journal item 
said that Kristol's "follow-up strategy" is to get Gingrich and 
Dole to introduce a "limited set of insurance and malpractice 
reforms and tax incentives."] 

Now, you can argue over whether'or not the current health care 
system in a "state of "cris'is" per se. But we do know this: our 
health care system is seriously broken, and the President is 
committed to fixing it. And those who deny there are serious 
problems don't understand the lives of middle-class Americans 
who liv'e in fear that their health care won't be there when they 
need it. 

The Health'Security Act p~oposes a sys"tem of guaranteed private 
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insurance with two critical changes: first, the guarantee of 



comprehensive health benefits that can. never be taken away; and 
second, greater power for individuals and: small businesses to 
choose affordable, quality health insurance. 

I
0: What about the fact ,that medical cost growth is as low as 
it's been since 19731 

A: Well, 1973 was the year that President Nixon's bill was also 
before the'Congress. Leading health'economists such as Uwe 
Reinhardt of Princeton agree that the prospect of reform always 
causes the industry to tighten its belts to a certain degree. 
But without reform, costs will continue to accelerate. 

I 

,I 
I 



America's Health Care.Crisis 
The Statistics 
? Last year, 2 million Americans lost their health coverage 

permanently. 

? 	 Every month, 2 million Americans· lose their insurance for 
some period of time. If someone in the family comes down 
with a serious illness during that time, the family's 
·savings could be wiped out. 

? 	 In 1980, Americans·were being charged $2,600 per family 
for health care. This year, between prescription drug 
costs, what you pay for premiums, Medicare taxes and other 
health costs, we're being charged $8,000 per family. 

The US ranks 19th in the world in combatting fatal heart 
disease among adults, 20th in infant mortality, and 16th 
in life expectancy. 

? 	 Drug companies charge. American consumers three or four 
·times as much as they charge foreigners for the very same 
drugs. 

? 	 Small businesses are charged an average of 35% more than 

big businesses for the same insurance. 


The Stories 

Tell the following people that nothing's wrong with our health 

care system: 


Gayle S. of Baton Rouge, Louisiana -- who was dropped by her 

insurance conmpany when illness· struck . 


. Tom.M ..of .Kingston, Tennessee or Patricia G. of Simi .Valley, 
California -- whose cancer treatment was delayed by insurance 
company "fine·print." 

Rick and·Sandy R. of Waldorf, Maryland -- whose family was 

driven into. bankruptcy when a child's illness slipped 




through an insurance company loophole. 
. 	 • ~.. '. 'r . . . . • .: .. ~,' 

•
Kerry K. of 'Titusville, Florida. -- .a· small business ·owner whose 
insurance company told him he'd have to. fire two elderly 
employees if he wanted h~alth coverage for' his company.' The two 
elderly employees were his own parents. 

I 

.·1 f We Do Nothing.••• 


? 	 Every American can expe<;:t 'to pay more every year with' no 
guarantee that their health care will be there when they 
need'· it. 

? 	 One of.every four Americans' will lose their.insurance at 
some point in the next two years. 

, , 
? 	 Almost Sl out of every S5 Americans spend will go to 

health care; and American families will be charged S14,000 
a year for health care. 

? 	 Millions of Americans will··find that rising costs will 
force their firms to cut ·back on benefits' and limit 
choices'of doctors and health plans., 

? 	 By the year 2000, workers will lose over S600 in real 
wages to rising health costs. . 

? 	 Over the next five years, health spending will rise to 
consume'?'O percent of the. Federal budget. 

?' '30% 'of small businesses will be forced to drop' coverage 
for their. employees ~ecause.of the high cost. 

J'! Di.stribution: 
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FROM: Jeffrey L. Eller, 
Office of Media Affairs 

SUBJECT: Health Care Talking Points 1/13 

The White House 

Health Care Reform Today 

January 13, 1994 


I 
* Today, William Niskanen, former member of 
Reagan's Council of Economic Advisers, now at the 
Cato Institute, and John Lett of Wharton released a 
letter signed by economists criticizing "price 
controls" lin the Health Security Act. The 
misleading and inaccurate letter does not criticize 
universal coverage, employer mandates, or nearly all 
of the substantive aspects of the plan. Contrary 
to the letter's false claims, the President's plan 
relies on premium caps -- not price controls -- to 
be the back-stop mechanism which controls how fast 
business and individual premiums can go up each 
year. 

* Price 
I 

controls call for government 
micro-management of every health care service, drug 
technology, and product. The President considered, 
but specifically rejected, a plan imposing price 
controls on health care. The President's primary 
strategy for cost containment is private sector 
competition -- creating the right economic 
incentives to bring costs in line and encourage 
health plans to compete on price and quality.

I
* The premium caps are a reinforcement measure to 
build discipline and certainty into our health care 
system. If employers are to be told they have the 
responsibility to contribute to coverage, they 
deserve the guarantee that their premiums won't rise 
unchecked and that the federal government will not 
spend without accountability. 

I 

• The 'Congressional Budget Office (CBO) released 
a report in September of this year which stated a , 

PRE S I 0 E N 

PRE S I 0 E N 




number of necessary ingredients to increase the 
effectiveness of premium caps in controlling health 
care coats without adverse effects, such as 
instituting a standardized benefits package and 
mandating ,guaranteed renewal of insurance policies. 
The Health Security Act includes every one of COO's 
suggestions for improving the effectiveness of 
limits on premium increases. [CBO "Controlling the 
Rate of Growth of PrIvate Health Insurance Premiums" 
6ept<amber, 1993] 

• There have been concerns raised about what the 
Health Security Act will do to publiC employees in 
New York. Public employees have traditionally 
enjoyed good health care coverage. Nowhere 1s that 

i 



more true than in New York. Under the leadership of 
Governor Cuomo and others, New York State has 
recognized that its employees need protection 
against the high cost of health care through a 
comprehensive package of health care benefits. 
Estimates by Governor Cuomo's own advisory committee 
indicate that New York and New York State will come 
out winners when Congress enacts the President's 
health reform proposal which is based on universal 
coverage and cost containment. Having said that, 
the Administration respects the views of Governor 
Cuomo, and we will continue to work closely with 

l
him, Senator Moynihan and the entire New York 
Congressional delegation to make sure the final 
version of the Health Security Act not only protects 
existing benefits but also improves them while 
adding the vital element of security. 

Health Care Reform Today * The White House * 
202-456-2566 * Fax: 202-456-2362, 
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r 
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, 

Jeffrey L. Eller 
Office of Media Affairs 

I 
i SUBJECT: Internal Talking points 

TALKING POINTS ON 
CONTROLS 

ECONOMIST LETTER ON PRICE 

For Internal Use Only 
Not for Distribution 
January 13, 1994 

In an effort reminiscent of the scare tactics used 
1n the health insurance industry's television 
campaign, William Niskanen. a member of Reagan's 
Council pf Economic Advisers now at the Cato 
Institute, and John Lett of Wharton released 8 
letter s1gned by economists criticizing "price 
controls" in the Health Security Act. The 
misleading and inaccurate letter does not 
criticize universal coverage. employer mandates, 
or nearly all of the substantive aspects of the 
President's plan. It instead attacks the plan 
for price controls, which the President considered 
but specifically rejected~ Contrary to the 
letterrs false claims, the president's plan relies 
on premium caps -­ the back-stop mechanism which 
controls how fast business and individual premiums 
can riss each year~ As leading health economists 
will attest, the letter does not accurately 
reflect~the content or effects of the spending 
restraints in the Health Security Act. , 

, 
PREMIUM 'CAPS ARE NOT PRICE CONTROLS 
* The President considered. and specifically 
rejected, a plan imposing price controls on health 
care. The letter is misleading because it fails 
to distinguish between price controls and premium 
caps~ Price controls call for government 
micro-management of every health care service, 
drug technology, and product. The President's 
primary,strategy for cost containment is private 
sector competition -­ creating the right economic 

r 
I 



incentives to bring costs in l~ne and encourage 
health plans to compete on price and quality~ 

* The, premium caps are a reinforcement measure 
to build discipline and certainty into our health 
care system. If employers are to be told they 
have the responsibility to contribute to coverage 
and if the federal government is going to provide 
discounts to amall bUSinesses and individuals, 
then they deserve the guarantee that their 
premiumslwon't rise unchecked and government won't 
spend without accountability.

I 

* The'Congressional Budget Office (CBO) 
released' a report in September outlining a number 
of necessary ingredients to increase the 



effectiveness of premium caps in controlling 
health care costs without adverse effects, such as 
instituting a standardized benefits package and 
mandating guaranteed renewal of insurance 
policies. The Health Security Act includes every 
one of CBO's suggestions for improving the 
effectiveness of limits on premium increases. [CBO 
"Controlling the Rate of Growth of Private Health 
Insurance Premiums" September, 1993] 

* The, federal government won't make market 
decisions on specific prices; health plans will 
have to decide themselves how to become more 
efficient in a way that won't drive consumers to 
another plan. As Stephen Zuckerman and Jack 
Hadley, two leading health policy analysts wrote 
in sUPPo,rt of the plan's premium limits, "it seems 
far preferable that insurance companies that are 
responsible to their subscribers make these 
decisions than having the federal government 
involved in detailed price negotiations and review 
procedures with individual hospitals and 
physicians." [Washington Post "Clinton's Cost 
Controls Can Work" 11/7/93] 

PROMINENT HEALTH ECONOMISTS DISPUTE LETTER'S 
CONTENTS 

I
* The following nationally renowned health 
economists, some of whom have been publicly 
critical of our plan, recognize the letter as 
misleading and distorted. 

Henry Aaron 
Director of Economic Studies, The Brookings 
Institution 
Charles Schulze 
Brookings Institution, former member of the 
Council1of Economic Advisers 
Uwe Reinhardt 
Princeton University 
Lawrence Klein 
University of Pennsylvania (Nobel laureate, 1980). 
Stuart Altman 
Brandeis University 
Joe Newhouse 
Harvard University 
Laura Tyson 
Chair, Council of Economic Advisers 
Alan Blinder 
Member, ! Counci1 of Economic Advisers 
Joseph Stiglitz 
Member, I Counci1 of Economic Advisers 



OTHER REFORM PLANS CONTAIN SIMILAR MEASURES 
* Most health reform plans that are serious 
about controlling skyrocketing health care 
spending -- ranging from those introduced in the 
last few years by conservative Republicans such as 
senator Kassebaum and Representative Michel to 
plans by'centrist Democrats such as Senator Kerrey 
and Representative McCurdy to single payer 
advocates such as Senator Wellatone and 
Representative Stark -- contain measures to 
reatrain the growth of national health cere 
spending' and protect consumers and business from 
Skyrocketing costs. 

I 
Michel (H.R. 3080) Under the Michel proposal, 
premium rates would be regulated by limits on the 
variation of rates charged to small businesses. 
Kassebaum-Glickman (5. 325/H.R. 834 (Danforth, 
McCurdy co-sponsors) COsts would be controlled by 
placing binding annual limits on the maximum 
a~~owable rate of increase ~n nSas1Care fl premiums. 
McDermott-Wellstone (S. 491/H.R. 1200) An 
nAmerican Health Security soard n would specify the 
total sp~ding by the Federal government and 
states for covered serv1ces. 
Kerrey (5. 14-4-6) A COmmission would control costs 
through a global budget set state by state, based 
on a national per capita cost calculation. 
Jeffords (5. 3331) A national board would 
establish "MediCORE fl budgets whioh would estimate 
and enforce total annual national expenditures~ 

LETTER FLAWED AND MISLEADING 

The letter contains numerous flaws and 
distortions, including: 

Rhetoric: "Your plan .•. caps annual spending on 
health care." 
Reality: This statement is simply inaccurate~ 
Wh~le the plan cape premium inoreases, it doesnrt 
containiany provision to determine or enforce the 
nation's total amount of spending for health care~ 
COnsumers and employers can purchase additional 
coverage, with no limits on 9pending~ Consumers 
pay for these costs out-of-pocket with no limits. 
Premium caps merely protect them from unreasonable 
increases on what they pay for the comprehensive 
benefits package. 

Rhetoric: "Price controls produce shortages. black 
markets~ and reduced quality. This has been the 
universal experience in the four thousand years 
that governments have tried to artificially hold, 



I 
I

down prices using regulations." 
Reality:, We agree. That's why our plan does not 
rely on price controls. Caps on premium 
increases are more analogous to rate regulation of 
public utilities, such as electricity and water, 
which have been hailed by economists as a major 
advance in regulation that incorporates many 
market elements. You don't see electric and gas 
companies running out of money or indiscriminately 
cutting off service to consumers. 

I 
Rhetoric: "Your plan ..• imposes price limitations 
on new and existing drugs." 
Reality:. The President's plan does not set limits 
on all new and existing drugs. What limits are 1n 
the plan, apply largely to the Medicare program-­
limits proposed, Bupported and implemented by past 
Republican and Democratic administrations alike. 

, 
Rhetoric: "Caps, fee schedules, and other 
regulations may appear to reduce medical spending, 
but such gains are illusory." 
Reality: The Reagan and Bush Administrations 
proposed' numerous limits in the Medicare and 
Medicaid programs without adverse effects. Would 
Msrs. Lo'tt and Niskanen eliminate all of these 
controls? If so, would they have the American 
taxpayer pay the higher prices? 

Rhetoric: "Your plan sets the fees charged by 
doctors.'" 
Reality: Wrong. Most doctors will be paid by 
health plans under arrangements negotiated by 
those doctors and health plans -- not by the 
government. 

Rhetoric: "The result [of government regulation of 
gasoline] ••• forced people to waste hours waiting 
in lines ••• " 
Reality: The analogy to oil regulation is absurd. 
Oil is a limited good, most of which is imported. 
Unlike oil, medical services are virtually 
unlimited. The more we're willing to pay for, the 
more of it can be produced. Unfortunately, while 
wasteful, inappropriate hospital admissions and 
other services costs lots of dollars, they often 
don't result in better health -- just higher 
costs. 

Rhetoric: "We will end up with ••• expensive new 
bureaucracies." 
Reality: The last thing the President wants is 
big government bureaucracies, and that is exactly 



why he rejected a government-run plan. The Health 
security;Act calls for the minimal amount of new 
government needed to ensure that the market is 
operating to guarantee real choice, real quality 
and real,. competition., , 

Rhetoric: "Threat of price controls on medicines 
has already decreased research and development at 
drug companies, which will lead to reduced 
discoveries ••• " 
Reality: The threat of comprehensive reform may 
have caused some insurance companies and drug 
manufacturers to limit their prices and may have 
caused hospitals to become more efficient, but 
there is no evidence of decreased research and 
development since the President's plan was 
proposed. 

PRICE CONTROLS PROPOSED UNDER REPUBLICAN 
ADMINISTRATIONS 

* It is ironic that Mr. Niskanen would lead an 
attack on the Clinton plan for price controls on 
health c'are since Republican administrations have 
a long t:radition of wage and price controls dating 
back to ,the Nixon administration. Under Reagan 
and Bush alone, at least 63 specific limits or 
freezes in the Medicare and Medicaid programs were 
enacted for hospital fees, physician and other 
health provider services, and state expenditures. 
In the absence of comprehensive reform, however, 
these cuts were simply shifted to businesses and 
consumers, causing Medicare and Medicaid spending 
to skyrocket. [Department of Health and Human 
Services] 

00 the premium caps work too well or not well 
enough? ! 
* Many critics of the plan, including a number 
of the economists who signed the Lett-Niskanen 
letter, ,have criticized the Clinton plan's 
financing in recent months, saying that the 
numbers don't add up. But if they are attacking 
the premium caps, they must believe these cost 
controls work and the plan's numbers do, in fact, 
add up.' However, this letter claims that our 
cost controls will work only too well. Which is 
it going to be? These critics need to get their 
stories straight. 

INTERNATIONAL COMPARISONS 
I 



* Other industrial countries such as Germany, 
Japan and France, have adopted some form of cost 
control mechanism for health care spending -­
without resulting in rationed care or decreased 
quality. According to the General Accounting 
Office, "other industrialized countries have had 
more success than the United States in controlling 
the growth of health care spending without 
adversely affecting coverage or broad measures of 
health status." [GAO "Health Care Spending 
Control : The Experience of France, Germany and 
Japan" November, 1991], 
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The WIllt.. House 
Healtb care Reform Today
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" In effort oddly reminiscent of the health 
insurance industry's scare tactic campaiqn. the 
ultra-conservative cat<> Institute is planning to 
release a misleading latter from economists 
criticizing the Healtb Security Act for relying on 
cost controJ.s. First, r"",ember that the letter 
only criticizes one part of the plan. Seoon<!, 
rema.mbe:r that prudum caps are not price controls; 
in fact, a n\1llll:)6r of alternative proposals in 
CongTG$G I and several industrial countries, use 
slloilar constrUnts to put SOllIe check on spiralinq 
cost.s. Third, many similar cost eontrol 
m..chani..... wera proposed and impl .... ""t.ed 1n 
Kedicare and Medicaid under Reagan and Bush • 

• ' A<1ain, we have considered •• but specifically
rejected -- a policy imposinq price controls on 
health car4. Our primary strategy for cost 
containment 1s private sector competition -­
creating the right economic incentives to bring 
costs in line and encourage health plans to compete 
on price and quality. ' 

• We strcnq1y believe that, reqar41esB of how 
quickly or hOW firmly competitive reforms t.ake 
hold, we need to build some discipline and 
certainty into our system -- so that businesses and 
consumers know that their health insurance premiuas
will not be allowed to suddenly spiral out of 
control one year, and that the federal government
will not spend wlthout,accountabl11ty. That is Why 
we rsinforce the competitive system with a limit on 
health car. premiWD incroases. , 

.1 In contrast to our plan, price controls call 
for gov_t micro~ement of every h....lth 
care service, drug, technology and product. l'X'ice 
controls would have the qov~t substitute its 
vi_ for the markets in hundre4s -- Mybe 
thousands -- of deciaions. Ws rejuct that type of 
.. icro-manaqament 1n favor of letting a market. that. 
tru1y ccm.pa~,s liork. 

" Lane Kirkland. President of the AFL-CIO said 
y~sterday the feeling among working claBs Aaerioans 
is that there is a health care crisis and thoBe who 
say there isn't aren't in touCh. He said: WThey 
may not have a health care = isis, but ve do and we 
Bee it." He pledged to co=mit • •••whatever it 
takes" to fight for the President.'s health 
rafO%'1lls .. " 
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The Wh£te House 
Health 'Care Reform Today 
Januari 11, 1994 

• As
f 

we head into this week, it's important to 
keep in mind the distinction between price
controls and premium- caps, The President'S plan 
uses preaium caps -- limits on how fast your 
health care pr~mium$ can go up each month -- to 
control costs. 

-
• We have considered -- but specifically
rejected -- a policy imposing price controls on 
health care. our primary $trategy for cost 
containment is private sector competition - ­
creating the right economic incentives to bring 
costs in line ~nd encourage health plans to 
compete on price and quality.

I 

* We stronqly believe that, regardless of how 
quickly 9r how firmly comp~titive reforms take 
hOld~ we need to build somQ discipline and 
certainty into our system -- so that businesses 
and consumers know that their health insurance 
premiums will not be allowed to suddenly spiral 
Qut of oontrol one year, and that the federal 
government will not spend ~'ithout aecountabilityw 
That is why we reinforcG 't;1~ conpetitive system 
with a limit on health ear':. s::::-emium increases. 

* This ig the most sensible approach to 
ensuring cost control~ As 0~c?hen Zuckerman and 
Jack Hadley, two leading h~::;lth ~olicy analysts 
wrote, it seems far pr.')fE:rable that insurancetI ... 

companias that are responsiblG to their 
subscribers make these decisions than having the 
federal government involv~d i~ dn~ailed price 
negotiations and review procedures with individual 
hospital.e: and physicians.!!, 


I 

• In contrast,to our pl~~1 price controls eall 

~:~e9~:;;~:~t~~~o~~~g~:~~ta~~ ~;~~~c~~a~;~ee 

controls would have the 90vernment substitute its 
views for the markets in h:u:-:.dre:;'!s -- ltlaybe: 
thousands -- of decbions. He reject that type of 
micro-management in favor of letting a market that 
truly competes work* 

* Last wQekJ New York l""':~coy :::eportea that 
:many NYC-area small compafjic~ ", .. feel the high 
cost of health care is their most serious problem 
but 5urprisinsly ll1any busi~-:5S o\-!ners expect 
Clinto~~~ health pla~. to.prov~de_help by 



\,..;UUI..LV,.L ..... .Luy t,.,;Ubl..l:It. ""U~U! ..... I..::.tJ. Odlll'. ::a.U4""':!:t'=!U :J';'£
• 	 s:mall businesses with annu2.1 r.evenue.s ranging 

51-million - $~o-~il1ion an~ found over ~O% 
descriBed health eara CO$t~ for employees as a 
serious or somewhat serious problem and rated it 
higher;than other probl~ros including govarnment 
regulation and taxes. (Sou~ce: Health11ne) 

Health Care Reform Today • The white House • 
202-456-2566 • Fax: 202-4S6-2~62 
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• Ame I;Catl workers continua to ~ar the bUr4en of ri..ing health 
oare c~sts according' to ana" 11. S • Chaml>er Of Commerce survey. 
Rautar~ re orted that "the'valua of employe. ~afit. re•• taster 
than w se. and .alari.... and that campani... shifted most of the 
incraa ad oat cf health care onto their employees." 

The ..u -- of lIIOre than 1.100 companies uployin\l more than 
2.6 m1 lio workers -- found thatwbile company health costs rose 
only 0 a p rcent, employees paid 9 peroent more in 1992 than they 
IUd in 199 • ' 

Heanin ul health cara reform muat help hrin\l health care 
.pendi u der contrel so that workers can tinally begin to see 
waqe i eases a\lain. The Health Security Act inclU4es strOH\l 
ZIUla5ur .. t~r controlling health care costs an4 insurin\l that 
hll!llth car remains affordable ,for both businesses ~ workers. 

d 'I the Chic"\lo iTibune reported that health care would 
re ain a robust .ource ot jobs." John Cabral, .. planner 

at the ni areity of Illinois at Chicago'. Center tor ~rban 
Econo='o D velopment predicted that if health raform results in 
health ins 'ance beoomin\l availabla to tho.. e who now lack it 
--ther y ncreasinq their acce.s to medical care -- ·we "ill 
have.. 00 ,in the industry.- This latest report confirms the 
f1ndin S 0 ,previous studiea-- health reform will rasult 1n more 
jobs i he lth oare, not fawar. --- ­

• The on Wednesday urqed Illinois Covemor Ji= Ed\lar to 
supper th~ President' .. plan to bring' qra..ter security and health 
care c e~qe to older Americans. AARP IllinoiB director said 
"HaBIt c e reform should be the number one priority on the 
state' Ie iBlativa aqenda. There'8 no queation that Conqress
will a ro:r; so~e sort of national health reform leqislation this 
year." : We agree, and welcome the AARP's continuad call for 
health 'se , tty for ell Americans. 

:o-~; "I !i~lIf n~ta, w. welcome a"presentative 11111 '1'hom"s and hb 
reeo~ie!~f'~athe ~ealthlcar* debate: we applaUd their bill ". 

. . un.versa coverag_ is an absolute must tor 
~~athn~q~Ul reform, and look forward to workinq to\Jether to decide 

v a& "ay to qat there. 
, 
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HEALTH SECURITY ACT 


TITLE I-HEALTH CARE SECt;RlTY 

Subtitle A-Unive",al Coveralle and Individual Responsibility 

P.l.RT l-U~IVERS,u. COVERAGE 

Sec. 1001. Entitlement to health benefit:!. 
,Sec. 1002. Indrr.duai responsibilities. 
~ Sec. leQS. P:nteetion of consumer choice. 
: See, 1004. .!!?plicable health plan p\"QvidinlJ oo"e!"3.~. 
&c. 1005, Treatment of other no~ts. 

. See. lC06. Effective rlAw of entitlement. 

P.ll<T 2-TRE.!T>LE::':T OF F~ITLIES .lSD SPECllL lWUS 

See. 1011. ~neral rule of enrollment of fumily in same heaIth plan. 

$00, 1012. T~.9;tmant of ¢tl'rtaln families. 

See. 1013. :l-Iultiple employ:nent situations. 

~. 1014.. Treatment of midez:.ts of States wit..1;. Statewide single-payer JY$­


"ms. 

Subtitle B-Benefits 

PAB.'l' l-COMPREltENsrv:t BEm:FI'I' PACIt.WE 

See. llOL Provision of comprnheozive beMot:3 by plar.s. 

P.\M' 2-DESClUl"'t'IO!f OF Inl1S A..'m 5ERVtt1:S C~ 

See. 1111. Hospital services. 

See. 1112, Services Ot health professionals. 

See. 1113. Emer;eney and ambulatory medical and surgical services. 

See. 111.4. Clinical preventive sernee'!. 

See.. 111S. Mental health and substa.nee abuse :e....'iees.: 

See. 1116. Family pia.nn.ing ~~ and sern!!rul tQr pregnant women. 

See, 1111. Hospice care. 

See. 1118. Home health, ean. 

See. 1119. &tended care 'lel"\-i.ces. 

See. 1120 • .d.m.bulance ae:mces. 

Sec. 1121. Outpatient labor:nory, radiolo!r.'. and dia~c services. 

Sec. 1122. Ou:tpacent prescriptiun drugs and biotogb:w. 

Sec. 1123. Outpa.tient rtbabilitati6n services. 

See. 1124, Durable meWettl equipment and prosthetic and orthotic devices. 

See. 1125. Vislon~. 


See. 1126. Dental care. 

See. 1127. He:llth educa.tion clu.sses. 

See. 1125. In...e$ti~tional trea:mentS. 


( 

s~, l1:n. COSt shar.ng'. 

Oe:cbltr Z6. 19'13 
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Sec. 1132. Lawl!"T COSt shadn\{. 

See. 11'33, Higher COst sharing. 

See. 1134. Combination cmt sharing. 

See. 1135. Table of ~pa}'ments and coinsurnnee. 

See. 113S, Inde.Ur.g denar amounts relating to cost shar'ing. 


P.\.RT 4-EXCLUSrQ;-.rS 

Sre. 1141. Eulmsions, 

P.l.AT 5-Rou: OF THE !'iATIO;S"AJ., EiE..U.'l'H BOARD 

See. 1151. Definition of benefits. 

See. 1152, acf.!eierntion of e;::panded benefits. 

See. 1!53. Authority "rti:t:. tespe<;t ~o elinicn.l preventive servie~lJ. 


See. 11.54. Establishnu!nt of standards regard.in.g medical necessity, 


PARt 6-ADDITIONJ..L PROvtSIl)SS REun:m 1'0 HE...u.TH C.ur.E: PMO"lDEltS 

St!e, 11£1. Override of restrictive State practice Unva. 

Sec, 1152, Provision of items or services contrary to religious belief or moral 


ccnv:.~rion. 

Subtitle C-8tau, Responsibilities 

See. 1200, P3:ticipat~g Stl),~, 

PART I-GE."lElW.. STAn: RESPONSmILITtES 

'Sec, 1201. Go1'nerai StaU! responsibilities, 

See. 1202. State responsibilities with respect to Illlia.m!e3.
, 
!&e, 1203. State respowillties relating to health plans . 

.See. 1204. Financial $Q:h-en!!;."i fiscal oversight; gusr:tnty fund, 

ISee. 1205. Restrictions on funding of add.itional benefits. 


PoUt" 2-REQt."IRli:lIE:-'"TS FOR STATE SD<GLE·PAYER SyST:Sl!S 

(See. 1221. Single-pay~r SYStem described. 

Sec. 1222. &!~ral requirements fur si.'lgle-payet' systems.' 


I. Sec. 1223. Special. nLe$ fer States operating S~tewide !.IinPpa:er system. 

y See. 1224. Speciai rWe$ fur aIliance-spe<:ifie single--payer systems. 


Subtitle D-Heslth Alliances 
I 

See. 1300. Health. alliance defined. 

Sl"B?ART A-REGIONAl. ALUA.....CES 

« See. 1301. Regional alliane~ defined. 
I See. 1302. Bca."'Ii "t rureetol"s. 

&!e. 1303. Pro,ider 3d'.isory boards for N!gional alliances. 

$t13P.utT S-CORPORATE .1..LLU..,:,crs 

See. 1311. Corporate alllime~ defined: individuals eligible for coverage through 
corptlr.lte alliances; additional definitions. 


SI!<!. 1312. Til'ning or ~l"etions, 


Sl!e, 1313. Termination Ot alliance eleetion. 


OC:C:bor 25.1993 
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P.L"tT 2--GE..\"t!U.L RlSPOXS::Brr.J1'IES A."..'"D At"':HORl"T!E:S of REGIONAL 

AUJ..\ • .'·,"C'ES 

,/1 Sec, 1321, Contt"lletS with health plans. 
See. 1322, Ot'!erir.g' choice of heal'.:h plans for enrollment: establishment of fee-­
. (l)Nervice sehedule, 


See. 1323, Enrollment ru!e3 and procedures. 

See, 1324, Lssunnce -Ili health .!iecurity cards. 

See. 1325. Conwmel' information and mli.tketing. 

s... 1326. Ombudsman. 

Sec. 1327, Data eoUection: quality, 

See. 1328. Additional duties. 


(' Sec. 1329, Additional authoritie!3 for regional alliar.ce5 to address needs ttl, 
areas with inadequate health services; prohibition of 1nsurnnee 
role. 

See, 1330, Prohibition .inst self-dealing c.nd ecntlicts of interest. 

P.4.R':' S-At'THOlU.'!':ES A.-\"D :?.:E:SPO:-ISlIULITIES REl....:r::1G TO FDfA.'{ClXG 

J.."ID [.'{CO:;n:: DETZJt::.OXl..TIONS 


See. 1341. Information and n~tiatiQn nnd acceptance of bid.;,!. 

See. 1342, Amount of premiums ehar~d. 


See. 1343, Determinacion of !amily obligation fOT family share and alliance 

credit am<:JJ.nt. 


See. 1344. Notice or family payments due. 

Sec, 1345. Collection of premiwn payments. 

See. 1346. Coordination amOllf regional Al.li;,mces. 


See, 1351, P~t to :regional alliance health plans, 

See. 1352. Alliance admin.lstr.!tive allowance percentage. 

See. 1353. Payments fur gruduate :nemcal education and academic: health c:en~ 
..". 

SGEP.l.RT c-mA.....cw:.. )U..'fAGE:ilEz."T 

Sec. 13&1. ::\ianagemeltt 0; finanCI'!$ and re:ords, 

.; Stj"}l:PAS't' n-RZD1;CTIO~S I!' COS'I' ~G; n-:co:.m DETErum<.l'I'lONS 

~I ,800. 1311. Reduction in eru;t sharing for low-income fnmi.lies. 
:See. 1372• .l.ppUcation process for cost sharing reductions. 
I See, 1373. Application for premium reductions and reduction in liability to alli­

ance, 
. &N. 1374. General provisiol'.s relating to application process. 
See.. 1375. End-(jf·year :reconciliation for premium d.iscnunt and repa:went fe­

duet:Qn with acruai income. 

PaT 4-ru::SPD~sran.rm:s A.'\"D AL"THQRfTIE5 OF CORPORATE AL.l.LL"'CES 

/ 	 See. 13-81. Controets with healt.'It plans. 

Soo, 1382. Offering' choiee of health plana for enrollment. 

See. 1383. EnroUm.ent; issuance: of health security card. 


\/' See. 1384, Comrnunh;y-rated premiums within p.remium are~. 


~ See. 1335, Assistanee ior low·\1,'a~ families. 


October 28. 199:'! 
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S>!C. 13Sit Consumer informacion and marke~ e<;ngumer assistance; data 
collect~on and quality; additional dUtlM. 


Sec, 138i, Pian and inform:.ltion requirementS. 

Se<:, 1388, )[anag-ement of funds: reilltlons with. employe#s. 

St;(!. 1389. Cost control, 

800. 1390, Ptlymer..ts by (!orporate alliance empi-oyers to corporate ~ces. 


See. 1391. Coordination of j:la:'illents. 

See. 1392, 4ptiC!ibillty of ERISA enioretment mechanisms (or eni'l)t'cernellt or 


certain requi.n!ments. 
Sec. 1393, Aj)pl.ic3:hility of eertam ERISA prot~cian.s to oovered lndividunls. ' 
Se<:. 1394-. Disclosure and reserve requirements. 
Sec. 1395. 'I'rusteeship by the Secretary ot insoLvent corporate aillimee health 

plans. 
S~. 1395, Gua.ram:eed benefits under trUSteeship of the secretary. 
See. 1391. ImpOSit:llI:. and. ooUe<:tion of periodic assessmentS on self-insured cor· 

porare alIian<::e plans:. 

I 	 Subtitle E-llealtb Plans 

( St!<!. 1400, Health plan aefi.'led,

l ,PAJ!lir l-Rl:Qtill'!.E!.lE:-n's REL..LTDlG TO COMPREKE;;'SIVE B'E.:-tEFI7 P..tCK..\GE 

VI See. 1401. Applkation of requi."1lments. 
See. 1402. Requirements relating to enroUnent and coverage. 
See. 140~.t Community rating, 
~. 1404, Marketinr of health pOj infunnatlon, 
See. 140';, Grievance procedure. 

V	Sec. 1406, Health plan arran~ments with providars. 

See. 1407, Preemptitm of eer"..ain State laws relati.ng to bealth pians. 


V	~ 1408, Finaneial solvency. 

Sec. 1409. Requirement (or offering cost sharing policy. 

See, 1410, Quality assu.rar~e. 


See. 1411. Provider verification, 

:See. 1412, Consumer disclosures of utilization ~ment prorocols, 

'~, 1~13, Confidentiality; dAta management, and rep01"ti.ng. 


v'Soo. :'414. P:lt'tici;:atio11. in reinsu."il!1Ce S}-stcm. 

See. 1421. Imposition of requirements on supplemental insurance:. 

See. 1422. $tar.dllrds for supplemental health benefit polieit!s. 

See. 1423. Standards ror COSt sharing policies.
*'/ PAll': 	3-REQL-mz~rE.;\'TS Rtu':C-:G TO ESSE;>'Tt.U. Comn.~'tIT PROVtDERS 

V See. 1431. Health plan require:m."nt. 

V See. 1432. Sunset of requirement. 


P.!lt':::' 4-REQtimtl[E~TS RELATD:G TO WORKERS' CO~(PE:;';5Al'!ON .L'ln 

A\:TO~.rO:an.E :\lEDICAL LL\.BIIJTY COVERAGE 

&>C. IHL Reference to te\1uirements re~ndng to wu!"kers com~l:'.sad.on servo 
i= 

500. 	 1442, Refernnce t~ nquinl:ments relating to' automobile medieai Uability 
services. 

Subtitle F-Fed~ral ReSl?onsibilities 

http:com~l:'.sad.on
http:rep01"ti.ng
http:relati.ng
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\ , 
SttlPART .\-£S1ABt.rSIDrE:>.-:' OF' ~AnO'SA!. HLU.nt BOARD , 

~. 1501. Creation of ~atiornll Health. Board: membership. 
Se€. 15{)2. QuOOlic:l.tions at beard m.embers. 
S~. 1503. ~neral duties and responsibilities. 
~. 150"t. li.rJlu<lll'eport. 
Sec, 1505. Powers. 
See. 1506, Funding. 

SUBPJ.RT D-RESPfJ:..rSIEII..I1"IES FtEL4:I:\"G 1'0 IU:'VtEW ..L","D 4.Pl'l'tOVAL OF 


STAT! SYSTEltS 

, 
Sw. 151l. Federal review and action on State S)iitems. 
S.., 1512. Failure of participating States to meet I!onditions tor eompliance. 
S~. 1513. ~ucri{ln in payments for heaith programs by lieeretnry of health 

ami hum..n servll!ml. 
Sec. 1514. Revi~ of f edernl determmat!(m.s. 
S~. 1515. Federal SUpport 101' State implementation. 

S:;'~l'ART C-R.ESPO~smI:..lT!ES Do" J.BSE~CE OF SUn: SYST.E1IS 

Sec. 1521. ~~plieation or subpart. 
See. 1522, Federal. WlSUJ'I':f?tion of ~sponsi1:ilities in non-participating States. 
See. 1523, Impom:cion of :i\ll""Jtarge on premiums under federally-operated sy'3~ 

tem. 
See. 1524. Return to State operation. 

'See. 1531, Premium class factOni. 

J' St"3PART E-lUSK ADJTjSntE~ A..~ REmSt"P.,L'\;CE m:nrODOLOGY FOR 

\II ?.\.YKt~'T OF Pu.."<s 

.I S~. 1541. Development of a r..sk adjustment and reinsura."!.ce methodology. 

V Sec. 1542. L"lcenth'eS to enrcll disadvan~ groups, 

(Sec. 1543. Ad\isory eomm.i~~. 


See. 1544. Researcll and demoIlJJtMlt10lU. 

,See, 1545. TedLcieal. assista."1ce to S~te$ and ailian!!elJ. 


SCBF'.A..'tT F-RE'.S.PO~smILI'l'IES FOR FI!{J,..">CLU. R:EQv"'l,RE:'CE::-'''1'$ 

. Sec, 1551. Capita..! St."lndard$ (or regional alliance heAlth pian. 

I See. 1552, Standard fo. guarnnty funds, 


P.1P.T 2-RE:$?O:"Sr:e:n...rrn:s OF Ds,p.UtT:.tE:.'T Qf HE.i.Lm J"...." Ht':'iu.......· 
SERVICES 

st."BP.A.R'r A-<n::-."E.R.U. liRSPO;.."SIDtt.rrIES 

See. 1571. G"Jneral responsibilities of Seentary' of Hf:nlth And Haman Set"'i.ces. 
See, 1572. Establishment of breakthrough crug comrniu~. 

158:. Cettifcarion. 
1552. Car.egQries of proxlcers automatically certiiied. 
1533. Standards for additional provide:s. 

Oeccer 21)'. '';':'! 
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15a-1. Certit1c:l.tlon process; revie''l': termination ot' C'ertificadons. 
15B5. ~otifie!l.tion of health all.ianees and parcidpacing States. 

P~1' 3-SPEC'IFlC RESPO:ssmn..-m;s OF StCU:TARY OF l...u30R. 

Sa!. 1591. ~onsibillties Qf Secretary of Labor. 

Subtitle G-EmpJoyer Responsihlities 

Sec. 1601. Payment requirement. 
Sec. 1602. Raquirement for infonnation reporting. 
See. 1603, Requ.irement:3 relating to new emploY1!es. 
See. 1604;. Audi~ of records. 
~. 1805. Prohibition of cer..ain emp!uy~r discrimination. 
See. 1606, Obtigntion relating to retiree health benefits. 
See. 1607, Problbition on se1f·funding of COSt sharing be.!l.ems by regional alli· 

ance employers, 

[Sublitle B-Reserved] 

[Sublitle I-Reserved] 

Subtitle J-General Definitions; Miscellaneous Provisions 

PA..'1.T I-GENER.AL DEFD<4TIO),"S 

j Sec, 1901. ~finitum.s relating to employment and l.ru;ome. 
.; Sec. 1902. Other general definitions. 

See. 1911. Uae of interim. final regulations. 

TITLE II-NEW BENEFITS 

Subtitle A-Medicare Outpatient Prescription Drug Benefit 

,See. 2001. Coverage of outpatient preserlpcion drugs. 

iSe<l. 2002. Payment ruIes. and related ~uirements for outpatient drug'S. 

!Sec. 200S. Medic<1.'"E! rebates ipr oo'fflm (Iuqmtient drugs, 

,Sec. 2004, Counseling by participatmg pharmacie. 

See. 2005. Extension of 2.5 pereent ruIe Cpr portion of FnlmlWll attributable to 

covered outpatient drugs, 
See, '2006, CO'fflrage of home infusion drug therapy services. 
Sec. 20Qi, eM.! money pennlties fot' ueessive charges . 

.	See. 2008, Conforming amendmenu to medicaid program. 
See, 2009. Effeetive date, 

Subtitle B-Long~Term Care 

P.u\T l-StA~t PROGWfS rOR HOltE. .!...'\"O COilln;~n:TY"BASE.O SERVICES 
FOR L''DIVmuJ..tS Wrm Dls.liJll.r:IES 

I See. 2101. Smte programs for home and community-based sI'!nic:es for indhi.d­
uals wlth disabilities. 

; See. 2102. State plar.s. 
. 500. :a103. Individuals with disabilities defined. 

See. 2104. Home and eommunit:'~based service!! eowred under Statl'! Flail. 
, S~. 210·?-. C'1}~t $h~!,,'m!Z, 

OtlOt:19f ~,.: ",": 
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See, 2106. Quality ilSS'<.Irnnee and S4'1!efUru'ds. 

Sec:. 2107. Advisory groups. 

S,ec:. 2:03, Pil)1:llents to Sentes. 

Sec. :UQ9. Total Federal hudget: allotmentS to State9. 


, P.\RT 2-:"IED!C.\lD )it"RSI:fG HO~(E !M:?RoVE~~'TS 
l 

See. 220L Reference to amendments. 

SUBP.ut1' A-GE:m:ru..t PROVISIONS 

~ee. 2301. F>!de:ral regulatiom: prior application or eerta~ requirementS:, 

See:. 2302. :iational Long-tenn Care lnsurar.ee Advisory Council. 

Sec. 2303. Relation to State law. 

Sec. 2304. Definitions. 


51:."BP.1&1' a-nntlUl. StA-VDAR:.)S .\....1) REQC1RE:.m:-.'TS 

~ee. 2321. Mquirements to facilitate unde!".!ltanding and comparison of bene-
Ets. 

See. 2322. RequirementS retacin.g to coverage. 
See. 2323. Requirements relating to premiums. 
Sec. 2324. Requirements :-elating !O saie$ prnctices. 
See. 2325. Continuation, renewal. repiacement, oonversion, and eancelliltion of 
, policies. 
Sec. 2326. Requirements NInting to payment of benefits, 

SUBPART C-E}'"FORCE~N1' , 
See. 2342. State programs for flnfl>rcement of ~. 


Sec. 2342. Authorization of appropriations for State program.1. 

See. 2343. Allotments to States. 

See. 2344, Payments to States. 

See. 234$. Federal ovenight of State enforcement, 

See. 234ft Effeet of failure to have approved State program, 


SUBPART D-CONSt;}(ER EDUc.&TIDN G:&.\.','TS 

l&!e, 2361. Grants for corummf!" education. 

, 

i~. 2-ID1. Reference- to ta.:(; provisions, 


PJ..RT 5-T,J,X L,,"CE~Tr!ES FOR L'.1)I\"IDr:..'..LS \mH DIs.um,ITIES Wao WORK 

See. 2501. Reference to ta.'t provision. 

See. 2501. Demonstration on acute ana long-term care integr<lti.on, 

Sec. 2502. Pe-rformance t'evlew ot the [ong·term care programs. 


4' / TITLE m-ptiBLlC HEALTH INITIATIVES 

,< Subtitle A-Workforce Priorities Under Federal Pa)"1I1ents 

http:integr<lti.on
http:lnsurar.ee
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PaT l-L"isTITt'no;-.'.u, COSfS OF GRADCATE ~tEtllC.1L EDl"CATIOS~ 
WORKFORct PFJOR..-n:z.s 

s~. 3001. ::-:ational Council on Grnduate ),-ledieai EduClJ,uon, 

St;''SP-!RT B--.l.UTHORlZl:':D POSITIO~S Ci SPECllL'!'Y Tlu.r:·"'''G 

Sec. 3011. Cooperation of approved physician training programs. 
See. 3012, Annual authorization of number of speeialty pooirions: ~ui."'ernent! 

regarding" primary health care. 
See. 3013. ~OC3tiOns among ~alities and progr.Ull3, 

,, SUBPAR'!' C-I'NSTITUTIONAL COSTS OF GR....m:,o\Tt l!Ji.:DICM. EDUC.;:T!OY 

~. 3031. F~deraJ. !ornlula payments to approved physician training p~. 
~. 3032. A.pplication for payments. 

~. 3033. Availability o{ funds for payments: annuni amou."1t of payments. 

See. 3034. A..dditiol'.ru fnruling provisions. 


SUBPAR':' D-GE!1ElUl. PROvtSlOXS 

See. 3041. Definitions. 

See. 3051. Tr:msitional payments to ir-.stitutio!l3. 

I 	Sec. 3061. Additional funding for certain W<looaree pt'(l~ 
See. 3062. bgr::uns at the Secretary of Health and Human ServiC'e3. 
&e. 3063, Pro~ms <:If the Secretary of Labor. 
Sec. 3064, ;fationnl Institute fur Health C~ Workforce Development. 

If 11'. Subtitle B-Academic Health Center.! 

Il! 

V Sec. 3101. Federal formula payments to academic health Ct!ntanl. 
Soo. 3102. Request foI' payments. 

!/' .&c. 310:'" Availability of t'unds for payments; annual amount of payments, 
See. 3104. Additional funding provisionll. 

P.\1i.T i-AccESS OF P.\'1'!E),i'$ TO Ac:AD£)t!C HLti.TH CE~"l'ERS 

j ,Sec, 3131. Contracts for ensurinf aecess to centeno 
,See, 3132. Discretionary grants regarding ~ess to centers. 

Subtitle C-Health Research Initiative. 

P.\l\T I-PROOR..UIS FOR Ce:?:rADl' AGE:-;CIES 

:S~. 3201. Biomedical and behaviorn! research on health promotion and disease 
preyentior" 

Sec. 3202. Health services research, 

PARl' 2~Fc:-."Dc\O FOR. PROGIW.IS 

4c../ Sec. 3211. Authorizations re![llrdin~ Public nealth Se •• ice Initiatives Fu.nd. 

0C10bll"' :,., ..... 
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SubtiUe D-Core Functions of Public Health Programs: 

National Initiatives Regarding Preventive Hes.lth 


PART ;"-F't;;:"ut'G 

SIX!. 3301. AuthoritatiQruI regarding Public Health Set"'i.ee: lnitiath-es Ftirni 

See. 3311. Prupose.. 

Sec. 3312. Grants to States for eore health fu:net~ons. 


See. 3313. Submission of information. 

Soo. 3314. Reports. 

Seq. 3315 . .application fot' g::-ant. 

See. 3316. ~n-erol provisions. 

See. 3317, ~4.llocatio:n.$ tor certain activities. 

See. 3313. Definitions,
, 

PART 3-)[ATIO'-.u. I.-m:L\.TIV'ES REOAlWl:"'G HE.u.m PRO~[QTION .\..';1) 

DlSE..\SE Pm:t1£!\"'I'IO:-J 

Sec. 3331. Grants for naOoIlAl prevention initiative!!. 
Sec. 3332. Priorities. 
iSee. 3333. Submission of infonnation, 
,Sec. 333i, .application for grant. 

Subtitle E-Health Service. for Medically tlndenerved 

Populations 


PAR':' l-COMXUmTY A."-"D M!GRJ,."<"T ElW.:m CE:41'E1iS 

Sec, 3401. Authorizations regarding Public Health Service Initia~ Fu:ld. 
. See. 3402. Usa of funds. 

St"BPART A-P!lRl'OSES; F'L~"DDiG 

Sec. 3411. Purposes. 

See, 3412. Authorizations reganiing Public Health Serviec Initiatives Fund. 


St"BPAlI.t ll-DEVELOPXE:-.-r OF QCA.L.IFtED to:'t:M.ID<'ITY RE..U:rn PU."<S J..'o"O 

Pru.CTlCE $f'W'orucs 

See. 3421. Grants and etlntracts for development of plans and networks. 

See. 3422. Pret'ertnces in making awards of assistance, 

See. 3423. Certam uses ot' a'wards. 

See. 3424. Accessibility of ~. 


See. 3425. Additional agreements. 

See. 3425. Subm.iS$ion of certain information. 

See. 3427. ReportS: audits. 

See. 3428. ~i.?plication for assistance. 

See. 3-;29. General pro\-\$Ians:. 


S'CBPJ..RT C-c.tPf':J.L COST OF OE"'ELOP;.tE~T OF QCAI.lFi.ED CO)Ott:~1n' 
KE..ll.T:H PU..-.,;S .4,.\'''0 PR.-'..CTICE ~'E1'WORK5 

See. 3441. Loans and loan guarantees regardin~ plans and networks. 

Sec, 3442. C~rtnin requit'E'ments. 


http:QCAI.lFi.ED
http:Set"'i.ee
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V 
1 See, 3443. Delawtl/: rh;ht of recovery. 


See, 3m" Provisions re~g const'!'tlencn or upansion of facilities. 

~. 3445. Application for assistance. 

See. 3.w6, Arlministr:lcion of progroms. 


~ee. 3461. Grant:! and contracts for enabling services, 

See, 3452. At:.tho~t.iQns regarding ~lblie Health Sotl'Vioo Initiatives Fund, 
 \GJ

PART 3-N.a.TIO!<1d.L H.E.:li.TR SEltVICE CORPS 

Sec. 3471. Authcrizations regarding Public Health Semce Initiatives Fund. 
Sec, 3472. Alll)(!1\tlon for participation of nur:ses in scholllt"Ship and loan Mlpay­

ment pregrnms. 

Sen, 348 L Payment! to hospitals, 
;See. H82. Identification of e1iglole hospitals. 
ISee, 3483. ..\motU1t of payments,
:See. 3484. Base year. 

Subtitle F-Mental Health; Substance Abuse 

PART l-FtN",k'tCllL AsSlSTJ..">'CE 

See. 3501. Authorizations regarding Public Health Samee Initiatives Fund. 
Sec. 3502. Supplemen~ formula grouts fer States regarding activities under 

part B of title XIX of Public Health Serviee Act. 
Se.c. 3503, Capita! eosts of develuprr.ent of certain <:enrers and clinics. 

P.llT 2-.J.t1'ltOR.IT]l':S REGARDIXG P.utTIC'IP..a:tDlG STA.TES 

$1.,''SPAR't' J,.-REPOB:;S 

, See. 3511. RepOrt on interrntion of mental health .s:'Stenu. 
I 

Sec. 3521. Pilot program. 

Subtitle G-CompnheMve School Health Education; School.. 
Related H~a1th Services 

Soo. 3601. Purposes. 
See. 3602. Thmnitiona. 

P.l.R'l:' 2--scHOOL Hs.u.rn EOt;CATlO~; GE;-.'i:R..U. PRo~,S[O""S 

See. 3611, Authorizations regarding P',J.btic Henlth Sert1.ce Initiative! Fun~L 
Se<:. 3612. Wnh'~t'S of statutory and reg'.11ntory requirements. 

See. 3621. Appliclltion for If'.lQt. 

~. 3fi2~. .i.nprf)\'3: ni ::::~"r"r~",-: 

http:Sert1.ce
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See. 3623. .i.ruaunt of grant. 

See. 3624-. ~tuthori.."mi activities. 


, 
~. 3631. .Application for grant. 

~ee. 3632. Seiection of granteo>...s. 

See. 3633 . .Amount of grant. 

~ee. 353·1. Authoriled activities; limitntion on administrnth~ eases. 

Sec. 3635, Sub~nts to local educational agencies. 


~. 3S.;1. State and local reports, 

P ..ur: .f-SciroOL HF..u.TH EDCCATION; GR.\.."iTS TO CUT.illi LOC1.L 

EDUCATIONAL AGE~CIES 


~ S6~1. Substantial need of area ser,:ed by agency. 

S::BP"-RT :s-pu...~"DlQ GRA..'fTS FOR Loc.u. EDUC4....'"'IO}l ...GEScrES 

~. 3S61. Application (or grunt, 

See. 3662. Seleetion of grnntees. 

See. 35S:t AmOIl.."l.t Ot grant. 

See. 3664-, .!u±orizoo activities. 


See. 36i1. Appiieation fer gront, 

See. 36i2. Seleeticn of grantees. 

See, 3S73. Amount of grant. 

See, 367·t Authorized aerivities. 

See, Se~5. Reports. 


PART 5-&..,'OOt~REl..\.'l'ED H£...u.m SERVICES 

S1....BPART 4-0EVELOF~mNT A..'fD OPERATION OF PROJECTS 

Soo, 3BB L .~thcrizations regarding'. Public Health Service lnitia~ Fund.. 

Soo. 3652. Ellgibility for develQpment and operation grants. 

See. 3533. Pret'ereu!!es. 

See. 3684. Grants fi>r development of projects. 

See. SSe!), Grants for operation of projects. 

Sec. 3536. Federal oomi.nimativl! costs. 


~. 3691. loami and loan guarantees regarding projects, 

See. 3692. Funding. 


Subtitle H-Public Health Service Initiative9 Fund 

St!c, 3701. PubHc H~alth S~r~:il;!e [nitiative Fund: annual appropriations. 

, Subritle I-Coordination With Cobra Continuation Coverage 

/ Sec. 3S0L Public Ht!alth ~f".iee Act: coordination with COBRA ¢Ootinuation 
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TITLE IV-MEDICARE A."''D MEDICAID 

See. < 4000. Rtlferences in title, 

Subtitle A-Medicare and the Alliance System 

P.!R'! l-E:.1I'OI.I..llE:-'''T OF 1lEDIC.I..RE BENtFICLUUES l::« REGION.dL 
.\LLU.'1CE Pw,.-.;S 

See. 4001. Opnor.ai State integntion of medic:are bene:dciaries into regional al­
liance plans. 

See. 4002. lndividt:a.1 ;;rleetion to remain in certai.n health plans. 
See, 4003. Treatme:lt ot \!ertam med.ieare benefieiaries. 
~, 4004. Prohibiting employers trom taking i..·ltO account status as m.edicare 

Cenenc!a::<Y on any grounds. 

PART 2-E:,::cO'C"RAG/:'fG )1.;.."tAGED CA.£{£ UYOKR }lEDlc.ute PROGRAJ!; 
COORDDlATIO;{ WITH :J(tOlGAP ?t...a..",s 

See, -lOll. EOl'QUroent and termination of enrollment. 

Sec, 40~2. t;niior:;:. :nfor:nntional fMteriais. 

See. 4013. Outlier payme!\ts. 

Sec. 4014. Point o~ service option. 


P.!RT S-.YtEDICA.R.E COVEl'\,,&.GE EXP.,\,,'1SroNS 

~. 4021. ,R.;:(eren~ to coverage ot outpatient. prescription drugs. 

~. 4022. COVIl'ta?e of SlH"'lices of advu.n.ced practice nurses. 


P.utT 4:-COOR.OIXJ.no~ WITJt AP~TIVE SI:m»....IFICJ.tlON A.,\~ 
Qu.u.rrr )lA..~J.GE:rm;;.."T L';rru.TlVEs 

Sec. 4031, Repeal of separate n:.edicare peer revtIDV program, 

:Sec. 4032. ),Iandatory assig1'.ment for all part B services. 

:See. 4033, E.llminanon of comple:itle5 caused by dmu funding ooUI"l!ea and 


r.ies for pa:,;.'Itlent of nlaims, 
See. 4034, Repeal of PRO pm!er.ification requlre':tlent fur certain SW"gical pr0­

cedures. 
,See. 40-35. &quire!llents for chan~s in billing procedures. 

PaT 5-A.:,ctXDY.:£~'7S 10 A.'n'I~F"EI.AtiD A..-'U) ABCSE PRovIsIONS 

v ,See, 404~. .d..nti·!C.cltbaek provi.sions. 
:Sec:. 4042. Revisions to limitations on physician self·refer--ru. 
See. 4043. Civil monetary penalties, ' 

1 See. 4044. E:telusions from prcgrom participation. 
Sec, 4045. Sanctions against practitioners. and persons for tnilure to oomply 

;rim statutory obligatiOM relating to quality of eare. 
See. 40i!L Eifec-:ive date. 

PJ.RT 6-Ft.;""D~G OF GR..\DCA1"E )IEDtCAL Em;c~:no:-; .A,."''' ACADEme 
HEALTH CE:''''1'EB.S 

S<!C. .;051. T;'(l.nsiers from medicare trJ1:lt: funds for grnduo.te rc.edieal edu­
cation. 

See. 4052. Transfers n-:lm hOllpital insurunce trust fund tor academic health 
CE'nters. 

http:grnduo.te
http:4:-COOR.OIXJ.no
http:COVEl'\,,&.GE
http:Opnor.ai
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P.u!.'t 7-CO;"'"ZR..\.G£ OF SEllncrs PaCt-iDED BY F.lCI:..J.'nES J..."fl) Pw,.,,"S OF 

DE.P.!RT~n::-;!'S OF D£FE~'sE J.."'D VETER.l.-';S ~.uT.liltS 

Sec. 4061. Trutnlfmt Qf uniformed services health plan as eligible orgnnization 
under medicare. 

k 4062, Coverage (If ser.lces provided to medicare benetidaries by plans and 
facilities of Department of Veterans AF..airs. 

See. 4063. Conforming amendments. 

Subtitle B-Savings in Medicare Program 

See. 4101. Reduction in update (or inpatient bospital services. 

See. 4102. Reduction in arijustmem for indirect medic:li education. 

~. 4103. Reduction in payments for c<>pital.related cOflts for i."1patient bospital 


str.i.ees. 
S~. 4104. Rev".swns to payment adjustments for disproportionate share hos~ 

pitalll in ?artieipating Sta~. 
300. 4105. )loratorl;;m on designation of additiona.llong~term care hospiwl5. 
Sec. 	 4106, E.ttensiDn Qf frw.:-e on updates to routine scr."ice costs of skilled 

nursing facilitie.s, 

, 
See. 4111. Establishment of cumulative apenditure gurus for physician serv· 

iCeJr. 
See. 4112. lise of I'!a.i GDP to adjust tor volume and intensity; repeal of re­

&t:rieti<ln Iln maximum reduction permitted in defa.ult npdnte, 
See. 4113. ~tion in eor.versien tactQr fur physician fee" scheiu1e for 1995. 
800. 	 4114. Limitations on p&Jrncnt for phyaicia.nsl services furnished by hi.gh~ 

cost bospital medical staffs. 
See. 4115. )1edic~ incentive! fur physieians to provide primary care. 

!See, 4116. Efuninaticn Q( {ormul..-driven overpayments for eemin outpatient 
hospital Services, 

. Sec. 4117. Imposition Qt coinsurance on taboratory services. v.' See. 4118, Applic3cion of competitive bidding proctSS for Part B items and 
sel"Viees. 

, See. 4119. Application of competitive acquisitiQR prowiures fQI" !a.borntory serv~ 
ices. 

PAlIT 3-5AVCl"GS E.El:.A1'ING TO PARTS A A..'ID B 

See. 41:11. lIedicare se<:ondary payer changEs.
V	See. 4132, Payment!.imits for !-o:::J.!Qs and C)ll's \vlth risk~5hnring ef)ntrllCts.. 


See, 4133. R.edudon in routin~ cost limits for home health services. 

See, 4134. lmposition Qt cnpaymcnt fur eermin home health visits:. 


V See. 4135. Expansion of centers Qf ~llence. 

$e,:. 4141. ~enerol Pan B premium, 

Subtitle C-l\tedie.aid 
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"I See. 4201. Um.iti.ni eoveraip! under medieaid of item and ser.iws ¢tlvered 

ur.der eon:prthensr..-e benent package, 

P.>.Rt 2-E:tP.\.\"'toC:G EUGtBlI.JTY FOR :\t'RStXG FACIU1Y SERVICES; Lo:-;G­
rEB.:.! C.uu: bi'EGRATIO:-l OP1'IO~ 

Sec. 4211. Spendeown eligibility for nursing facility residents. 

See. 4212, fuereased i.net:lme and l'eSOU1'(:e disregard3 for nursing facility resi­


dent.!!. 
Sec. 4213. ~ew State rong-term care in~tion o-prion. 
See. 4214. Inforrcing nursing home re:!identlJ about availability ot a.ssistance for 

home and community-based service$.' 

PAP.T s-.0TR1::R B-e.,"'Sfl't'S 

'/See. 4221. Trearment of items and SeT"r1ees not covered under the comprehe:n­
. sive benefit pac~. 

~\I;Sec. 4222. Establishment of program fer povem.<evel clcldren with special 
ne<d3. 

, P.lR. 4--DrsCO;'l1D"t"ATlON OF CERT.!.r< P .\n(E~-::, POUc:mS 

t/ See. 4231. Disco::ninuation (}f medicaid DSH payments. 
See. 4222. Diseantinuancr. of reir.lbur:s:ement standards fur inpatient bospltnl 

services. 

P.o.RT S-COOl\.DDu.nox WITH ~Um:r:';·ISTR.\.TIV'E SCJl>UFIanoN A.,'\'O 

QuAlJTY )L!...'fAGIU(!>''':' !..'ffl'T..A.'l'TI"E$ 


See. 4241. Requi."'ements tor changes in billing procedures, 


P.ar 6-)fED!CA:D COMldlSSION 

11' 500. 4251. :Uedien.id commission, 

Subtitle D-Ir:u:rease in S8I Personal Neflis Allowance 

j See. i30L In;:re!l.Se in SSt ptrsonal needs allowance. 

Tl'J'I..E V-QUALITY AND CONSU"MER PROTECTION 

Subtitle A-Qu.a.lity Managfulleut and Improvement 

See. 5001. Xational Quallty jlana~ment Program. 

See. .5002. >iationai Quality ~tar.agement CounciL 

500. 5003, ~ati"nal measures of quality periormtlnce. 

800, 5004. Constrrnef"_ sun;eys. 

See. 5005. Evaluation and tspot"ting of quality performance. 

See, 5006, Deve!opment and dissemination of practice guidelines. 

Soo, 5007, Resea.""(!h on health eare quality, 

500. 50C8, Regional professional foundations. 

See. 5009. Sational Quality Consnrtiur.l. 

See. 5010. Eliminating CLll rtqUi:-emem fur certificate of wai'-1!r Cor simplf! 


laboratoryenminations and pr'W':cdures. 

! So.!e. 5012. Role of alliances in quality assurance. 

I See. 5013. Role or health p!ans in quality management. 

Subtitle B-Information Systems. Privacy. and Administrative 
Simplification 

http:In;:re!l.Se
http:Uedien.id
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~, 5H1L Estabiishffient of hea:t:-t iniormatkm system. 

See. 5102. Additional requirements for health information ~tem, 


See. 5103. tleetronie data network. 

See. 5104. tin.:que identifier numbers. 

See. 5105. HeAl:h security cards. 

See. 5106. Technicai assistnnce it. the establishment of health information sys­, 

See. 5120. Health iniom.l1tion system privacy standards. 

See. 5121. Other duties with respeet !o privacy. 

See. 5122. Comprehensive health information privacy protection aet. 

Se<:. 012.3. Definitions. 


PAR':' 3-b-rERO! REQt:W)!Z:"'TS FOR •.llmD."ISTIU.T1V'E Snt:PL!F1C.A..':'ION 

See. 5130. Standard benefit (orms. 

P..l..a:r ~ENEB.ll. PRQv1Sl0NS 

.~, 5140. Nacona! Priva<!y and Health Data Advisory Council. 

ISee. 5141. Civil money penalde~t 

See. 5142. Relationship to other laws. 


Subtitle C-Remedies and Enforcement 

PA.R1' I-REvIEw OF BEnm DtnlUtlN.lTlONS FOR EXlWLLE.D 
bmmDlJALS 

Stl'np,UI,T ..a.-GE~"EIU1. RtlLtS 

V; See. 5201. Health plan claim!! procedure.
V, See. 5202. Review In regional alllil1'.<:e complaint review offices of grievances 

based Qn acts Qr prnetices by health pians. 
See. 5203. Initial proooodinp In complaint review offices, 

: See. 5204. Hearings before hearing offi~rs in coJll1!laint review offices, 
Sec:. 5205. Review by Federal Health Plan Review Board. 

V: Sec. 5206. Civil money penalties. 

SL"BP.utr B-EdRLY RESOLliTlON PMOlUl1S 

: Sec. 5211. Establishment of early t'eS{llution programs in complaint review of~ 
fi.... 


See. 5212. Initintion of participat:.nn in mediation prO'Ceed.i.ng;i. 

Sec. 5213. lrediation proceedings. 


I See. 5214. Legal effect of partidpation in m.ediltion proeeOOings. 

Sec, 5215. Enforeoement of settlement agreements. 


Sec. 5231. Judicial review of Federal action on State systems. 

Sl:!C, 5232. Ad.ministroth"t.! and judicial review relating to cost containment, 

Sec. 5233. Chril enfol'ternenc, 

See. 5234. Priority of' Ci!rtain ban.iu'-J.pt;:y claims. 

See. 5235. Private ri¢'lt to enton::e StAte responsibilities. 
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See, 52311. Pnvate right to enron:e F.w.erul responsibilities in opemt:nq a sy.s. 

< tern in a State . 
.; Sec. 52.31', Private right to ~nion:e responsibilities of alliances, 

See. 5233, Discri.miDacion claims. 
y'See. 5239, Nondiscritnination in tedernlly assisted programs . 
./Set:. 5240. Civil action bi' essential enmmunity provider, 

&<:. 5241. Facial constitutional ehalleng"!S. 

See. 5242. Treatment of pi.a.ns a5 pa.rries in civ'J actions. 

S~. 5243. Gtlnetnlllonpreemption 0( ~~ rights and remedies. 


Subtitle D-Medlcal Malpractice 

PART l-LLABtLlTY RErorut 

See. 5301. Federal tort reform. 

See. 5302. P!a.n~based alternati....e dispute resolution roechanisr.ls. 

Sec. 5303, Requirerr.ent for certificate o( merit. 

Sec. 53,04, Limitntton on amount of attorneys COnti.n~ncy fees, 

See. 5305, Reduction of awards for te<:overy from collateral sources. 

See. 5306. Periodic payment of awards. 


P.!&!' 2-OtHER PRoViSIO~ Rzl.A."!T>G TO ).WIC4L MALI'l\Acr::cE 
LwlILITY 

See. 53ll, Enterprise liability dem.onstration project, 
See. 5312. Pilot program: applyinr praetll!i! guidelines to medical malpractice li· 

ability ~tions. 

Subtitle E-Fraud and Abuse 

PART l-ES'!.!BI.ISB.:')[E:fr OF .ll.L,P.4.YER HIw..m CMI.E FlU.UD .A.."<"D A,BGSE 

CO~trRoL PlroGR.U! 

See. 5401. All~P4.rer Health Care Fraud and .Abuse Conttt:ll Program. 
Sec, 5402. Establish. ..nent of All~Paj'\':r Health Care Fraud and Abuse ContrQi 

Account. 
See. 5403. Gse of f"..uu:U by Inspet:tor General. 

, PART 2-APl"LIC.l.'1'lON OF Fru:UD A..'ID ABUSE ACTHOlUTmS U~"Elt THE 
SOCL!..L SEC"..i1UTY .!C'T TO .!1.L PAYERS 

,See. 5411. Exclusion from plll'tici'{Ultion, 

Sec. 5<&12. Civil monetary penalties, 

Sec. 5'U3. Limitations on physieian se1f~referT:lI. 


See. 54U. Construction of $<leW S~rity Act refereru::E$. 


P.ART 3-A.\!E~"DlrE."11'S ro ,A.'<'rI·F'RA.UD A."<"D Asr.."SE PRovISIONS t"XDER 
11m SOCL\.L SEC1;lU1'Y ACT 

Sec. 5421. Re!enmee to amendments. 

PJ..RT ~A.m:>'''D~IE~'TS: TO CRDlDtAL LAW 

~. niSI. Health care fraud. 

See. 5432. Forfeit'".lres for violations (If i'roud statutes. 

See. 5433, False statementS. 

See. 5434. Bribery and graft, 

See. 5435, Injunctiye relief re:lal;in~ ((I health care offenses. 


http:A.'<'rI�F'RA.UD
http:roechanisr.ls
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500, 5436. Grand jury disclosure. 

Sec. 543'i. Theft Ill' embezzlement. 

S!c. 543S. )Ususe (Ii health setU.rity Ctlro or unique identi.t'ier. 


P.ut': 5-A:.!E.'\"Dlm;.·r1"S 'to C1\":!.. F.u..sE C~rs AC1' 

See. 54·H. l.mendmenu to Ch.il False ClaUns Act. 

Subtitle F-McCarran~Ferguson Reform 

See. 5501. Repeal. of e:teroption fur health insurnnce. 

, 1TJ.'LE VI-PR.Ell1UM CAPS; PREMIUM·BASEl) FINANCING; 
ANn PLAN" PAYMENTS 

rSIM!. 6000. Gdneral definitions. 

Subtitle A-Pl"emium Caps 

~. 6001. Computation ()f regional alliance in&.tion iaetors, 
,S~. 6002. &ard determination of r.atiorull per capita baseline pmnium target . 
. Sec. 6003. Determinatirm of alliance per capita. premium ~. 
. See. 6004, .dllianee inifo.al biddini and negQtiation process. 

See, 6005. State financial incenriYu. 
, See. 6006, Rooomroendatinns to eJ.imi.oate regionnJ. variations in aliin.nee targets 

due to Vllr.ation in practice patterns; C<lngressionai consider­
ation. 

See. 6007, Reference to limitation on admin.istratr.-e and judieW review of eer­
tam detenninacions. 

SU"B?ART It-PI..!.\' .L."i'D PROVIDER PAnmNT REDt;cno~s TO ~"T.A..T:'1 
t:XPE:-mrr,.7RES wrrm::-;' TARGETS 

See. 6011. Plan payment reduction, 
Sec, 6012. Provider payment redu(ltion. 

P.!ltT 2-CORPORATE ALLIA."{C£S HE.u.m EXPE:'I"Dl:'!'1IR£S 

Sec. 6021. Calc-..lation of premium. aquivalents. 
See. 6022. Termination of corporate allianci: ror e.."'tce$$ inerel'lSe in e:rpend.i~ 

mres. 

PART 3-TP.EA.Tll:E::-''T OF SD:GLE~P.\.YER STATES 

V' See. 6031. Special rules for $ingl.e-pfl~r States. 

S.:e, 6041, ::\lonl.toring prices and f!.'tpenditures. 

Subtitle B-Pretrlium·Riiliated Financing 

P.\RT I-F.uULY PRE)!!'".;:.! PAnm:-."TS 

http:inifo.al
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See, 6102 . .!mount ot premium. 

See, 6103. Al.1ianee credle, 

See. 6104, Premium discount based on !.ncome, 

See. 6105. E.s.ces.s premium credit. 

See. 6106, Corpora.te alliance opt.in credit. 

See. 6107. Famiiy collection shol"tfaU ndd..on. 


$t'1lpar B~REPAYl[£;.."T OF A.LJ..:A."'CE CREDIT BY CE.RT~ F.-\,,)fiUES 

&c. 6111. Repayme.'1t of alliance eredlt by certain tiunilie.s. 

Sec, 6112. :-1'0 liability for familie4 employed full-time; reduction in liability ror 


part-time employment, 
See, 6113. Lim.itntion olliability based on income. 
S,~, 6114, Spedo.l treatment of certain retirees and qwilloed spouses and clill­

dren. 
See. 6115, Special treatment of certain medienre beneficiaries. 

$t"BPA.R":' A-REGIONAL AL.LL\..'ICE E:'Il'LOnES 

Sec. 6121. Employer premium payment rerfJired. 

Sec. 6122. Computation of base employment monthly premium. 

Sec. 6123, Premium disrount Cor Cf!rWn emplo~rs. 


See. 6124. Paymt'nt adjustn!ent for large emplol'll't'S eieetin'l coverage in a re-

o gionru alliance.; 

Sec. 6125. Employer collection shortfall add..on. 
Sec. 6126. Application to self~mployt!d individuals. 

SUBPART B-<;ORPQRATE A.I..LU,."{ct ~OYD.S 

~. 613L Empioyt!r premhun payment required. 

Subtitle C-Payments to Regional Allian... Health Plans 

Sec. 6201. Computation of blended plan Jru' eapitll payment a.'1lount. 
See. 6202. Compumtion of plan bid. AFDC, and SSt proportions. 

'lTl'LE Vll-REVENUE PROVISIONS 

See. 'iOOL .:\.mendment of 1985 Code. 

Subtitle A-Financing hovisioDllI 

P_tK'I' I-t:SCREASE D.' T .... \: os TOB4 CCO PRom:crs 

,Sec. 1111. L'1erea.se in excise taxes on tobaceo products. 

See. 1112. ~Iodificati(}ns of certain tobaeoo ta::t provisions. 

See. 71.13. Imposition 6f excise ta.~ on manufact'U:e Qr UnFo....ation {If roU'YOU!'­


own tobacco, 

Sec. 7121. .!ssessment on cot"?Grllte alliance emplo;:ers, 

P.ut'l' 3-Rt:CA?TCRE OF CERT.U:" H£.u,nr C.'I..RE St'SSIDtES 

http:L'1erea.se
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? s.i:e. 713l. R..!eapcure of certain health care su:Osidies: t'el!e~'e:d by hl!fh·in.C!)me 

indh;duals. 

P.\P.T +-O':":HZR PttO\'1SIO~S 

~_ 7141. sIrniliication to seli-.empioyment t;a; r.eatment of certain S elJrpf}ra~ 
tion shareholders and partnM'S. 

800, il42;, Extending medicare (!1)~·IH·tl~ of. and appli~tion of bospital in.ro,r. 

ance tal: to. all State and. local governl'llellt I.m:plo~, 

Subtitle B-Tax Treatznent of Empl()yer~Provided Health Care 

See. 72.01, Limitation on e:Iclusion for employtr·?rovided health benefits. 

See. 7202. Health benefitS may not be pt"l:lVided under cafeteria ~laM. 


See. i203. Increase in deduction Cor health insurance COstS of seU·empwyed in­

di\'icuals. 


See. 7204. Limitation on prepaymem of medieAl ins.IranC1l Pf'*m.iwns, 


Subdtle C-Employment Statu! Provisions 

See. 730 L Definition of empio~. 


Stx:. 7302. IneNS.Se in services reporting penalties. 

See, n03, Revision of section 530 safe barber rules. 


Subtitle D-Ta:s: Treatment of Funding or Retiree Health 

Benefits 


See. r-WL PCISt.retirement llledieo.i and tife insurance I"tserves. 

Sec. 1402. Health benefits accounts maintained by peru:ion plans, 


Subtitle E-Coordination With COBRA Continuing C.... 

Provisions 


.J Sec. 7501. Coordination with COBRA continuing cate provisions. 

Subtitle F-Tax Treatment of Organizations Provid.ing Health 
Ca.re ServieruJ and Related Organizations 

Sec. i601, Treatm:ent of nonprotit health care orgnniz:uiom;, 
See. 7602. Tal: treatment of ta:mble organizations p~ health insurance 

and othor p~paid health care services. 
See. 7603. E.umption from income ta.."t for regional a.l1i.nnces. 

. Subtitle G-Tu Treatment of Long~term. Care Insurance and 

. Berrieea 

:See. 7iOl. Qualified long-term care services treated as medirol care, 
See. i702. Treatment ot' long~term eare insurance, 

j St-e. ji03. Tax treatment of accelerated death benefits under lite insJr.UlCe 

,Sd!. 7704. T;u: treatment of companies Us$Uing qualified aceeler:l~ death ben· 
edt riders. 

Subtitle H-Tax Incentives for Health Services Providers 

SeC', 73:01. Sonrtfundable ererut fur certain primllry health Si!['\'li!e$ providers. 
St;e. i502. E:rpensin~ of medical equipmen~. 

Subtitle I-Miscellaneous Provisions 

Cc:ct:Il.' :., "'0 
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See. i901, Credit fur east of personal assistance serVices required hy employed 

ir.dividuals. 
S~. H02. Dl!nial of tu·eumpt $tat'.lS for b¢rrow1nlP of health Cl).te-N!!aue en­

tities. 
See. i903, Disclosure of ret'J.rn irubrmation for administration of trerta.b pro­

grams u.ndil't the Health ~t)••~. 

= VIll-HEALTH AND HEALTH.RELATED PROGRA.'I!S 
OF THE FEDERAL GOVERNMENT 

Subtitle A-Military Health Care Reform 

See. SOO1. (nifonned services health pians. 

Subtitle B-Department of Vetera.ns Main 

Sec. 8101. Ben~fits and eligibility through Department of Veterans Mfait's 
)Iedical System. 

Sec, 5102. Organization of Department of Veterans Affai.""S facilities as health 
pians. 

Subtitle C-Federal Employees Health Benefits Program 

See. 8201. Definitions. 

Soo. 8202. FEHBP termination. 

Sec. 8203, Treatment of Federal. employees. lumwta.Ilt.$, and {lther ind.*'f.duals 


(who would otherwise have been eligible tor fehbp) under 
health pi"",. 


See. 5204. Treatment of individuals residing abroad. 

~. 8205. Transition nnd sa\wp provi.,i003, 

See, 8'2.06. Regulations. 

See. 8207. Technical and coniormi."tg amendments. 


Subtitle D-Indiau Health Service 

See. 8301. Definitions. 

SIJ(!, 8302, Eligibility and health service covernge of lndians. 

SIJ(!. 8303. Supplemental Indian health ~are benefits. 

Sec. 8304. Health plan and health a.Ilianee requirt!ments. 

See. 8305. Enmptiotl of tribal. governments and tribal QrganizAtions f'!vtn em­

ployer payments, 
'Sec. 8306. Prov'.sion of health services to non..anroUees and non·Indians. 
Soo. 8307. Payment by other payors. 
See. 8:108. Contracting authority. 

:Sec. $309. Consultation, 
;	See. S31O. InfrastruCture. 
Sec. 8311. Financlfli. 

!Sec. 5312. Rule i)f eonstruetion. 

I See. 8313. Authoriznt~ons regarding Public Health Service Initiatives rune. 


( Subtitle: E-Amendments to the Employee Retirement Income . 
Security Act of 1974 

: &c. 8401. Group health plan defined. 

, S~e. 54{)2. Limitation on Cfiverage of group hea!th plnll3 under tide 1 of 


ERISA 
S",(L $403. A.mendmems relatin~ to con:inunrion C'Q\"t!ra~. 
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See. 8405. Plan daUns proced'b:'eS. 

~. 8406, Eff~tive dates, 


Subtitle F-SpeciaJ Fund for WIC Prog;:nun 

See. 8501. Additional funding fl}r special supplemental food pro,g:nm for 
women, ir.i:lnts, and ehildten (VlIet 

TITLE IX-AGGREGATE GOVEa....l\IENT PAYMENTS 

Subtitle A-Aggregate State Payments 

Sec. 9001. State ma.intenanee-Qf-cffor. payment relating- to non-eash assistanCe, 
i :ecipient$, 


Sec, 9002. ;.i'on-ea.sh baseline amounts. 

~. 9003. t'pdating of baseline nmUUf1ts. 

~, 900..;. ~on-."SSh assistance child and adult defined. 


PART 2-8TATE PRE~I:'r..~ P....nrE~TS 

Sec. 9011. State premiwn pa.yment I'f!!a:~ to ensh ass.istan~ recipients. 
Sec. 9012. Determination of ~-\.FDC per capita premium amount ror reg;ol".a.i at· 

lian~. 

See. 9013, Determir.ation of SSI per capita premium amount for regional aill­
aMes. 


Sec. 9014. Deternlination ot number of AFDC and SSI reei?ients. 

Sec. 9Q1$. ~gional all.ianee adjUJltmcm factors. 


PAR:' 3-GE}.'"ERAL ..l",\j'l) ~IIsCEI...L..l.'l'Eot:s PRovISIONS , 
~, 9021. Timing and manner of payments. 

Sec. 9002, Review of payment !~l. 


'See. 9003. Special rules fur Puerto R;co and other territories. 


Subtitle B-Aggregate Federal AJHeDee Pn.yments 

'Sec.. 9101. Federal premium payments for cash I1SSist.a.nce recipients. 

:Soo. 9102. Capped Federal alliance payments. 


Subtitle C-Borrowing Authority to Cover Cash.fiow 

Shortfalls 


TITLE X-COORDINATION OF l'tIEDICAL PORTION OF 
WORKERS COMPENSATION AND AUTOMOBILE INS1J!!.ANCE 

Subtitle A-Workers Compeitsation Insurance 

~. 10COO. Definitions. 

PART ~-HE...u.tH Pr...,t.-.; RtQL-:ru::l!E~-:S REU'l'ISG 1'0 WOR.!a:B5 

Co ~IPE}'''S..\';I:OS" 


Sec. 10001. Pwision of workers compensation se-r:'ices, 
, Stc. 10002, Parment by workars compensation carriet'. 

OctQ::e~ 7~ . r • , 
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Sec, 10011. COQrdina6m ot'specialized workers compensation pro\'tder:s. 

See. 100:2. Preen::ption or State laW'::l restriCting- delivery of workers cornpewsa· 


tieD medical benefits. 

Sec. 10013, Development oe suppiemental schedule. 

See. 10014. Constr'Uction. 


P.lRT 3-APPLlCATlO:'; OF t'fFOIDt4.1'IOz.;' REQt."'lltE::.mN'TS; REPO!t.1' O~ 
FP.E::.IIt"'ll: REDUC'1'!ONS 

&:. 10021. A.pptieation ot int'or:narion ~ments. 


So;e.. 10022, Report on reduction in workers compensation premiums. 


hR": 4-DEltONS'I"R.\'!'ION PRoJEctS 

Sec. 10031. .iut.hortzation. 
Sec, 10032. DeyeJoplUeQt of work.reiated protocols. 
,See. 10033, De\'e!opment of capiror.nn payro.ent models. 

Subtitle B-Automobile I:&::t.su:nmce 

,See. 10100, De5nitiotuL 

P.ut'!' l-HE.u.TK Pt..L"i REQ~mS REr..A'm>G TO AtJ'l'OMOB!l.S 
1"1SLR..\.."iCE 

&!e, 1010L Provision of automobile insur~ meilical benefits through health 
plans. 

See. 10102. Payment by automobile insurance earner. 

PART 2-REQt;'tREME),"7 OF PAR1'ICIPA~"O STATES 

See, 10111. Development of supplemental schedule. 

Sec. 10112. Construction. 


1 Sec. 10121. .<1.pplicarion of information requirements. 

Subritle C-COMlIllSSION ON INTEGRATION OF REALm 

BENEFITS 


Subtitle D-Federai Employees" Compensation Act 

, See. 10a01. .Application of policy, 

Subtitle E-Davis--Baeon Act and Starvice Contract Act 

See. 10401. Cf)verage oibeneots under Health Security Act, 

Subtitle F-Effemve Dates 

See, 10501. Regional alliances. 
See. 10502. Corparnte aUiances. 
See, l05liJ. F edera.l requit"emems. 

TITLE XI-TRANSITIONAL lNSURA.'1CE REFOR.'I1 

See. 11001. tmpO!toon or requir1!ments. 

http:l-HE.u.TK
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,Sec. 11002. Enioreement. 

See. 1100:1-- Requirements feinting to preserving current wve~, 


See. 11004. ~strictior..s on premium increases during'trnnsition. 

Sec. 11005. Requ.ir1lments relating til portnbility, 

See. 11006, Requirements limiting reduction of benefits. 

Sec, 11007, :-rational mtnsitional health insuran!!e risk pt»l, 

See. 1100B. DefinitiolCl. 

See. 11009, Termin:nion, 




I 
mE HFAL1H SECURfIY ACf OF 1993 

Health Care That's Always There 

Every Ameican' ciliun will receive a fbltII Security Card thai guarantees you a 
comprehensive 'packllge of henefits thai can never he taken away, 

, 

Guaronteeing comprehensive benefits that cm never be taken aw'll', Controlling health em? 

costs for cOflSllmers, bt"iness and our nation. Improving the quality ofAmeric,", health aTe. 

Increasing choices for conswners, Reducing pcpmvork and simpi!fj!ing the system, Making 
everyone ft!sponsible for health are, These we the principles of the Health Security Act of 
1993 and they we .1JJ21 negotiable, 

In America righis and responsibilities go hand-in-hand We will ask everybody to pqy 
something even ifyour contribution L' small Everyone musl assume ft!spon.'ibility, No one 
shmlid get afroe ride, 

Mast importmt: we're going to offer new opportunities and new inceJ1lives for people 10 sl'll' 
healthy - and to 1ft!(J/ small problems bef01r! they become big ones. Our goal should be 10 

keep people Ju!.ailily, nol treat them ifter they become sick. 
I 

%at's Wrong \\ith the Omnt System 

'lbe things that are wrong with our health care system are threatening everything that's right 
with Americanlhealth care, 

I 
• 	 Over the next two years, one out of four of us "ill be without health coverage at some 

point Change jobs, lose your job, or move - and your insurance company is currently 
allowed to drop you. 

• 	 Today's system is rigged against 11mtilies and small businesses, Insurance companies 
pick and choose whom they cover, Then they drop you when you get sick. If you 
hove a pre-existing condition, you usually cm't get any insuT'<lJ1cC at aiL 

• 	 Insurance companies charge small busines."", us much as 35% more than the big guys. 

• 	 Only 3 of every 10 employers "ith fewer thm 500 employees offer any choice of 
health plan, Millions of Americans hove almost no choice today, 

• 	 Twenty-five cents out of every dollar on a hospital bill goes to hureaucrncy und 
paperwork - nOl patient care, 

I 

• 	 Fraud and abuse are explnding, costing us atieust $80 billion a year, That's a dime of 
~'Very doliar we spend on health care, 

• 	 Our nailon's health costs have nearly quadrupled since 1980, Without refom, by the 
year 2000, one of every five dollars we spend will go to health care, 



, 
Every Anwrican citi::en and legal resident will receive a Health Security Card. 
Once you. get your card, you can never lose your health coverage .. ItO maUer what. 
If you get sicli, you Ire covered. If you change jobs, you're covered. If you lose your 
job, you're covered. If you move, you're covered. If you have the courage to start a 
small busines~l you Ire covered, 

I 

I 

Your Health Security card guarantees you a comprehensive package of benefits that 
can luwer be tak€n away. The package is as comprehensive as the ones that tnany 
Fortune 500 companies offer their employees. And in critical ways ~. lille paying for 
preventive care and prescription drugs -- the package giues you more than br:g 
companies provide today., 

You will be a~le to choose .WJUr doctor. Everyone will have a choice of health plans. 
You'll be able to follow your doctors and nurses into a traditional fee-for.service 

•plan, join a lietwork of doctors and hospitals, or join an lIMO. Your boss or 
insurance corn-pany won't decide how or where or from whom you get your care -­
you will. i 

Almost everybody will be able to sign up for a health plan at work, like you do 
today. You'll get brochures that give you eG$y·to·understand information on several 
health plans ~~ which doctors and hospitals are included, an evaluation of the 
quality of care, a consumer satisfaction survey, and prices. If you 're self~employed 
or unemployed, you can sign up at your area health alliance, which will be rurt. by 
consumers aJid businesses and bargain for affordable health care for YOlt. 

The federal government will set up a. national health board ~- a board of directors 
to set standards and make sure you get the comprehensiue benefits and quality care 
yon deserve. Slate governments will set up health alliances give consumers and 
small businesses the power to buy affordable care; and the businesses with 5,000 or 
more employ~es will be alwwed to operate as "corporate alliances, H 

Insurance companies will be required to use a single claim form to replace the 
thousands of different forms they have today. So when you get siclt, you won ft be 
buried in forms ~. and neither will your nurse, your doctor or y(mr hospital, 

• Security for you and yourfarnily. 
• A comprebensive pICkage of benefits. 
• lieald! care costs that are under control 
• improved qtOIlity of care. 
• Increased choices for con'illm,,,,.. 
• Less papelWOrk and a simPeI' system 

That's what the Heald! Se<:urity Act is all about. 



PriIE.iJ:;k, ~l: : 

Se!:mily: Girilig ):OU healllI.care that's a1WllYS there. 


Over the next two years, one of every four of US will lose health coverage for some time. The 
Clinton plan gUarantees that you "ill = lose your insurance - 110 matter what. Here's how 
the plan guararitees security: 

, 

• 	 i\1a1~ it illegal for iusll!llllCC componies tndeny you covemge t.e.:aus. of ''pre-existing 
coro:litions." The Health Security Act also makes it illegal for insurers to raise your 
premiums or drop you beatusc you get sick. All health plans will be required to accept 
anyone ,who applies - healthy or sick, young or old. 

• 	 Guar.mtees covemge if you lose your job. The proposal guarantees that you will keep 
your health coverage even if you lose your job, ",th the employer portion picked up 
by Fed~ revenues and savings. Under the cunrent system, if you lose your job, you 
lose your health insurnnce. 

• 	 Guarantres co\"mge if you milch jobs, move or start a small business. You will 
always be protected - 110 matter ,,11at. Today, if you S\\itch jobs, move or start a 
small bUsiness, you can find yourself without health insurn:nce - and risk bankruptcy.

I 

• 	 Provide!, covemge for early retirees. The health s<x;urity plan guarantees coverage for 
early retirees, so they dortt have to worry about being without coverage after th~'Y 
retire arid before they are covered by Medicare. Today many early retirees are losing 
their health benefits. 

Princiok #2:• 
Comprehemjve benefi!s: Keeping )'llu healthy, 

All Americans "ill receive a Health Security card that b>uaranlees you a benefits package that 
is as comprehensive as those offered by most Fortune 500 companies...and then some. 

Emphasizes preventive care, The comprehensive benefits package I§:>es beyond virtually all 
cunent insuranCe plans by covering a wide range of pre\entive services, including 
mammograms,. Pap smears, and immunizations, at 00 charge to YOll !t puts a new emphasis 
on helping you stay healthy, rather than waiting until they get sick. PrevCfltion saves money 
und improves people's health. 

Includes prescription drugs. Many insurance companies and Medicare have failed to cover 
preseription drugs. But drug costs are breaking family budgets, forcing l1tllrly older Americans 
to choose between food and medicine. Health insurance should cover preseription drugs. The 
Health Security plun does. 



; 

All Americans will be guaranteed coverage of : 
• 	 Preventive (Care ( i,e" screenings, physieals, immunizations, mammogrnms, prenatal Care; 

at llQ oost) , 
• 	 Doctor Visits 
• 	 Prescription Drugs 
• 	 Hospital Se!vices 
• 	 EmergencyiAmbulance Services 
• 	 Laboratory and Diagnostic Services 
• 	 Mental Health and Substance Abuse Treatment 
• 	 Expanded Home Health Care 
• 	 Hospice Care!Outpatient Rehabilitation 
• 	 Vision and Hearing Care 
• 	 Children's Preventive Dental Care 

I 
'-' "3 ' 

SavTRii: ConmJlling health care 00518. 

PriI1Clme #,< 

; 
, 

Here's how the:Health Security Act will control health care costs: 

Umits how muCh i~ companies ClIII mise your premium. Insurance companies will no 
longer be able to mise your premiums as they please, Today, insUl'!ll1l:C companies hike your 
premiums - sometimes at sevetaltimes the rnte of inflation - if you get sick, if someone in 
your family gets sick, and for any other reason. 

Introduces competition ID !be health care I1IIIl'ketpIace The Health Security plan "ill release 
the chokobold that in today's system, insurance companies have on all of us - COIt'iUlllCl'S, 

nurses, doctors, and businesses, Reform \\ill encourage competition _. forcing COSts do"n as 
health plans compete by offering high-quality care at an affordable price, 

Cracks down on fraud. The health security proposal makes health-care fraud a crime and 
imposes stift· penalties on those who cheat the system, It prohibits doctors trom referring 
patients to outSide facilities, like labs, ",hich they 0"" a piece of: It stopa the kickbacks that 
SOme laboratories give doctors in an cflbrt to get thcir business, 

Asks !be drug Companies 10 hold down prescription drug prices. The Health Security plan 
asks drug comPanies to take responsibility for keeping prices do"n, without setting prices. In 
todays system; overcharging runs rampant -certain prescription drugs cost Arru,ricuns three 
times more than people pay in other industrialized countries. 

Reduces paperwork. All health plans \\,11 adopt a sing/e, standard claims fbrtn by Jan, I, 
1995. Along with other measures to streamline the ,')'stem and free nurses and doctors from 
excess bureaucracy, this will reduce paperwork, cut red tape, and save money. 

Squeezes the waste out or Medicare and Medicaid By slowing the growth of these 
government programs, the proposal uses funds that have been wasted on excessive charges 
and funnels them into comprehensive benefit', Under reform, Medicare will be expanded to 



, 
cover prescription drugs, and there will be a new long-term care program to help cover home­
and community-based care. Today, Medicare and Medicaid spending keeps going up and up. 
But the e1derly,and poor aren't getting any extra benefIts, Health security will change that. 

, 

Etinciple #4: ' 

Quality; Makh/g the world's best Cllre bettet 


! 

Emphasizes preventive care. lbe Health Security plan puts a new emphasis (ID preventing 
illness before it beecmes a medical crisis. Prevention ",II improve the quality of care by 
helping penple stay healthy rather than treating them after they get sick. The benefits package 
fully pays for a "ide range of preventive services; the vast majority of today's insurance plans 
don't cover a penny. 

Gives comume~ the power 10 judge the qualily of ""'" Coo.,umer:; ",ll receive quality 
"report cards" that provide infonnation on the perfonnance of health care plans and patient 
satisfaction. These report cards ",II hold health plans accountable for meeting high standards, 
The National Quality Program will help states slmre information on health plan perfonnance, , 

i 

Refol1l1'l malpmctice. The President's proposal "ill limit lawyers' tees in onder to discourage 
frivolous medical malpractice la,,~uits, It "ill also encourage patients and doctors to use 
alternative forms of dispute resolution before they end up in court 11,;S will help eliminate 
the "defensive medicine" that drives up costs and hurts quality -- doctors ordcring extra tests 
because they fell! lawyers looking over their sboulders, 

I'Jtcownges coopemlion in rum! and tuban are,"" Rural res;dents "ill have access to the 
latest technology and emergenc,), services through telecommualcations links set up between 
local doctors and advanced networks of specialists and hospitals, In uroan areas, the plan ",II 
increase investment in public hospitals and community health centers, 

,, 
Provides incentives for more liunily docIors 10 pmctice in rum! and tuban areas, lh. health 
security plan will give flllllr1cial breaks to doetors and nurses ,,110 work in underscrved rural 
and urban areas. It "ill expand the National Health Service Corps. Two of three ruraI 
counties today do not have enough doctors and III ruraI counties have no physician at all. 

, 

Increases funding for prevention _h. The National Institutes of Health (NIH) will expand 
research in areas like children's health, and health and welloess promotion. Preventive care 
keeps people h~thier and saves money at the same time, 

Promores ~ on the effectiveness of treatments. Today, a lack of infoonation about the 
most cost-effeetive methods of treatment often leads to expensive defensive medicine ruod 
",de variation in treatments and costs. The plan's investments in rCSClJ!ch into what treatments 
really work »ilI help hnprove the quality of care. 



Princivie #5: 
Choice: Preserving and increasing what you have today . 

Preserves your right to choose your doctor. The proposal ensures that you can follow your 
doctor and his or her team to any plan they might join. Today, more and more employers arc 
forcing their e",'ployees into plans that resuict your choice of doctor. After refonn, your boss 
or insurance company won't choose your doctor or health plan - you will., 

, 

[ncreases your choice of health plarL You will be able to choose from aJ110ng all the health 
plans offered in your area - no maner where you work. Only one of every three companies 
with lewer than 500 employees offer any choice of health plan. After refonn, evel)' employce 
will be able to choose a health plan., 

Puts consume,s in the driver's seat. The Health Security Act brings competition to health care 
-- unleashing the market forces that will lower costs and improve quality. Giving small 
businesses and Consumers the power to band together in alliances will level the playing lield 
and give them the same bargaining strength as big businesses., 

I 

Increases options for long-term care. The President's proposal will make it possible lor more 
Americans to continue to live in their homes and communities while receiving care. Today 
too many fanlilies are split apart when insurance or federal programs only pay for hospital 
coverage. The plan will help put an end to this situation and give families the options they 
deserve. ' 

Ptincivle #6:, 
Simplicity: Reducing paperwork and cutting red 1l!pe. 

I , 
Gives everyone'a Health Security Cant The card - with full protection for privacy and 
confidentiality':" will allow for electronic billing and the creation of health care infonnation 
networks. This ~vill reduce paperwork and simplity the system. 

, 

Requires ins,onrrice companies to nse a single claim fonn The Health Security Act ,viII reducc 
the insurance company red tape that forees doctors and patients to spend their time Iilling out 
lorms and fighting bureaucrats. All health plans will adopt a single, standard claims lorm by 
Jan. I, 1995, ILwill enable doctors and nurses to spend more time taking care afyou - and 
less timc wrestling with paper. 

Eliminates fine'print Everyone will get a comprehensive benefits package -- and what you 
get will be spelled out in easy-to understand language. [f you get sick, insurance companies 
won't be able to point to fine print and deny you the coverage you've paid lor. 

I, 
Streamlines hilling reimbrm;ement for doctors, nurses and hospitals. The comprehensive 
benefits package, a standard rules and codes for payment, and elimination of excessive 
govenunent regUlations will reduce confusion. Doctors, nurses, and hospitals will have more 
time to care foi,, patients; and all of us will benefit. 



, 
Rerooves the l:mden on business of negotiating ill'llll3llCe. Groups of businesses and 
consumers - regional bealth alliances - will negotiate for high-quality care at affordable 
prices. This will simplify today's system. "nere hundreds of thousands of businesses negotiate 
"ith more than II SIlO insurance companies. 1no burden of Hnding insurance ,,111 be lilled ­
and so will administrative costs -- ~ich can run as high as 40"10 of total health costs for 
small business. 

HOW mE SYS1EM IS FlNANCED 

The linancing proposal was developed under the most rigorous and conservative forecasting 
standards. For the fIrSt time, representatives from ~ federal agency involved in llscal 
accounting and 'finaru:ial projections have been brought tOb>ethcr to work out the numbers. 
'Inen teams of actuaries. health economists and other financial analysts from outside the 
government serVed as auditors and consultants, cbecking and rechecking., 

I 

'1110 system is fUlallced from five major sources: 

I) Employer and employee contributions - Everyone will pay a portion of health insurance 
premiums, even if your contribution is small, because everyone must assume responsibility. 
Today, the ov~elming majority of employers cover their employees, and they'll continue to 
do so. But the businesses that provide insurance are paying for those who don't. No one 
should get a ire<: ride. 

2) Medicare and Mcdieald savings - Specific savings can be achieved by slowing the rate 
of growth of these programs. Every penny of these savings will be channeled back into 
benellts - prescription drugs and long-term care - lOr the people which these programs 
serve. 

3) "Uncompensated care." - Savings can be achieved from money now paid to hospitals and 
doctors who care for people ~o can't afford care but receive it anyway and the uninsured. 

4) Sin taxes and other federal revenues -- 1nere ,,;11 be some new "sin taxes," and other 
revenues will be added as health care costs slow, less money is spent. and the difference is no 
longer tax-deductible. 

I 

5) Other savings - Reducing paperwork and administration -- estimated to cost $100 billion 
or more a year ,- "ill cut bureaucracy and save money. Cracking down on health care fraud­
- estimated to J:ie at least $80 billion annually - and imposing new stiff penalties will also 
yield savings. 

PAYMENT SCENARIOS 

As a nile, most individuals aulfamilies in which at leillt one person works will pay a 
maximum Ilf ZQ% of the aven>ge health plan premium in their area Thille who choose a 
lawer cost plan - from among those offered in the area - will pay a lillie less than the 



, 
20"/0 (lVcroie, Those who choose a more expensive plan will pay a firlle more, as they do 
todaj,EmvlQ.vers who <:1=1/)1 JW IW/O Q{hedth benlifits mw continue /0 do so. 

, 
1Wo parent'family with children: Two parent i3milies with children - whether one or 
both parentS work - pay a maximum of 20% of the family premium offered by the 
average pl"1' in their area, If both parents work, they choose how to pay their j3mily's 
share, They, can have lhe share deducted monthly out of either paycheck or write a 
check to the local alliance, 

Oll'!_., Working married couples - whether one or both spouses work -- pay a 
maximum of 20 percent of the average plan premium, They can have the share 
deducted monthly from either paycheck or write a check to the local alliance, 

Singl...parei.t family, Working single parents ....ith children pay a maximum of 20 % 
of the average plan premium for a single parent policy. 

Individual: Working single people pay a maximtun of 20";' of the average premium for an 
individual policy in their area, 

, 

Part-time Worker with no unearned income: Part-time workers pay a maximum of 20"10 of 
the average, phlll premium for their policy type in their area. 

EXlD'IIONS 

Exceptions:am pravidedfor: (/) lhe self-employed and independent conlra:lors: (2) parr­
lime warners who hme w"",med income: (3) families with incomes belaw 150% of lhe 
poverty leliel, and (4) seasonal warners.,, 

Self-1!nqjoyedlindependent cont:racto"" The self-employed and individual 
eontractors1can deduct from their taxes.l.Qllli, of their health care costs. As 
with any small bo.,iness, they pay the employer share. They also pay an individual 
share. If a tinn emns less than $24,000 a year, it is eligible lor subsidies., 

Part-time worke", with IIIlCaIlIed income: Part-time workers "ith unearned income pay a 
maximum of 20";' of the average plan premitun for their policy type - individual, 
couple. two paren~ or single parent family. 

The number of hours someone works determines how much of the premium is paid by the 
employer and how much by the individual. For example, an employer would pay 
40% of the premium for someone who works half-time. Payment of the remaining 
40% of the premium depends on how much a person makes in unearned income, with 
subsidies provided on a sliding scale for those whose incomes are below 250";' of the 
poverty le~el, 

Families with inconu below 150% of the poverty level: Families at this level are 
eligible for discounted premiums and pay a maximum of 20% of the employee's share of 



the avernge plan premiUllL This applies to individuals making $10,455 annually; 
couples wit)1 incomes 01'$14,145; families of three earning $17,835; and tamilies of 
four \\ith irycomes of $21.525. 

Sea<onal willkers: Seasonal workers pay a maximum of 20% of the average plan 
premium in the area whc're they reside.. 11lOse whose incomes are 150% of the 
poverty level or below are eligible for discounted premiums. If they have unearned 
income and are not worl<ing, seasonal workers are treated the same us part-time 
workers. 

Unemployed and l1On-woddng: Unemployed individuals and heads of household who 
make less than 150"10 of the poverty level are eligible for individual subsidies on a sliding 
seale. Those \\ith unearned income pay all or part of what would normally be the 
cmployerslshare of the premium. 

, 
Those "nose incomes are 250"10 of the poverty level or less - pensioners, for example ­
are eligible for discounts on what would be the employers share. They are not eligible lor 
individual subsidies, and pay the nonnal individual share of the health premium. 
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TO: C;uul R~oo 

FROM: Irwin Rodl...... M,D. W"--- -­
DATE; September 24. 1993 

ilE: HeaJth RefQm\ and Job Creation 

Greetin~s. I wanted to chat with you ~fl.er ihe phY!liciwis' CV~ll al W'!¢ 'White 
House on Monday, but diu Hut get a tllan~e. r am very interested in the­
uoLiou of job "tcatioa around health reform. I had an opportunity to mention 
this briefly to the President, and later to Bruce Reed. 

The point is that them is significant poteotial job creation that might 
reasonably b. projected around health "'form (and possibly welfare reform 
as well). I think thi~ is- an important area of (,-Onsjdenlt10n "hont which we 
should have data Ihat r.onJd til': u;:,e-ll fnr the C'.nngressional process. Pan of 
thi~ tlnRly~~ might require outside assistance, but I thini:: it is wonh looking 
at. 

The issue uf job creadoll ~huuld prubablv 110t be sa;;n as- a primary selling 
point [or health reform. It would, however, work in terms of ~Quntl;:Iing 
sOJUe of the arguments that major job loss would follow employer mandated 
coverage. 

An analysis of the situation:woold likely begin with the types and n(lmbet§ 
of professional and non..profusionaljobs that would be, required to provide 
'PtiWUY healtb ('W': to 37 million T*..ople .::nrren1.!y not covered, This would 
be done by lInc1er!'tllflding ratio, to population for all levels Within the health 
care delivery system. It should also focus an non-prof~ional worker:; [rum 
billers to ancillary services. It could be eXlended tv wanufacturerl!; aud 
mppllers of mt:dk:al supp~ (i,au olliel :lieG0l1dary and tt:rtiary ccnscquences 
v[ 1.1l·inging new sel\-'i~ to a large group of po:oplc. 
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TO. 	 (See Below) 

PROH. 	 Jeffrey L. Eller 
Office of Media Affairs 

SUBJECT: 	 Health Care Talking Points 9/9 

, 
The White House 
Health: Care Reform Today 
September 9, 1993 

I 
* As we said yesterday, you'll continue to hear 
mis-information concerning Medicaid and Medicare. We'll 
continue to set the record straight. 

• Today many working Americans receive coverage 
through Medicare and Medicaid, even though they have 
jobs. Under reform, employers and employees together
will contribute for their health care, saving the 
Medicaid and Medicare programs money. 

* Today, some people end up on Medicaid simply 
because their health care costs outstrip their ability 
to pay for it." Once everyone has coverage, these 
people will never show up at a Medicaid office-- more 
savings' for' the Medicaid program. 
The neW money for subsidies in the program come from 
several sources: primarily' from additional savings in 
Medicaid spendinq. Today, Medicaid makes large 
payments to hospitals and other providers who take care 
of uninsured people. Since the· uninsured will all be 
covered in the new plan f these payments can be reduced. 
Comprehensive health reform also leads to savings in 
other federal programs, such as the Defense Department, 
Veterans' Administration, and federal employee health 
programs .. 

* The consultation process continues. As a 
result, many people are looking over drafts of the plan 
- and naturally numbers are flying allover the place.
Remember, those numbers are not being leaked by the 
White House nor are we floating trial balloons. These 
numbers are subject to the consultation process and 
very l~kely will change. But the principles of health 

,, 
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, 
care will remain the same, security, simplicity and 
savings. 

• i President Clinton himself said it best about 
the challenges of the coming months and whether or not 
we can succeed: "Absolutely. I don't think we have 
an option because I think the country can't walk away 
from this problem. But I think we should begin with 
this because this is something that will unify 
Americans and will unify the Congress and will prove 
that we can spend the money we have in appropriate ways 
and stop wasting so much of it." 

Health Care Reform Today * The White House * 
202-456-2566 * Fax: 202-456-2362, 
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SUBJECT: HlAA Talking Points 9/8 

FOR INTERNAL USES ONLY -- DRAFT FOR INTERNAL USES ONLY -­
DRAFT 

coalition for Health Insurance Choices Ad Campaign 
"Protecting Profits or Preserving Choice?": The Facts 

RHETORIC: 
I'Having choices we don't like is like no choice at all. If... 

we let the government choose, we lose." [Text from CHIC Ad, USA 
Today, 9/7/93] 

REALITY -- THE CLINTON PLAN WILL INCREASE CHOICES: 
Today, many Americans are denied their right to choose their'­

doctor when their companies force all employees into one single 
plan. A recent survey indicated that only 28% of employers with 
fewer than 500 employees offer any choice of health plan. [Foster 
Higgins, 1992 Survey] 

, 
Under the National Health security Act, 100% of Americans will 

have their choice of health plans. Americans will have more 
choices than they do now. All Americans must be" offered a choice," 
of health plans -- one of which has to be a traditional 
fee-fo*-service plan. 

, 
{SYMBOL 183 \f "Symbol" \s 10 \h} The National Health security 
Act will let everyone choose their own doctors and keep the 
doctors they have now if they.want. President Clinton wants to 
preserve this crucial element of the American health care system. '. 
--·theJright" to decide who will take care of you. 

$5.7 Million Campaign to Protect Their Profits: 
The Coalition for Health Insurance Choices launched a $1.7 

million ad campaign. [Newsday, 9/8/93] 

Since April, the Coalition has already spent $4 million 
dollars on' similar ads. [National Underwriter--Life and Health, 
4/26/93] 



Coaliti'on is front for Health Insurance companies': 
Co'alition for Health Insurance Choices is Ita group put 

togethe'r and funded by the Health Insurance Association of 
America." [Atlanta Journal, 5/12/93) 

The coalition's $4 million ad campaign "was entirely 
finance'd by the coalition's principal member, the Health 
Insurance Association of America. That group represents 
Prudential Insurance Co~ of America and other health insurance 
providers" [Advertising Age, 4/26/93] 

i 
HIAA IS MADE UP OF INSURANCE PROFITEERS: 

The Coalition also includes many organizations representing 
health ,insurance underwriters -- the people who profit by 
deciding who not to insure. Members include: The National 
Associ~tion of Life Underwriters and the National Association of 
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PROM: 	 Jeffrey L. Eller 

Office of Media Affairs 


SUBJECT: 	 Health Care Questions and Answers 2L9 

FOR INTERNAL USE ONLY 
HEALTH CARE Q AND A 
Thursday, September 9, 1993 

Q: Is the" plan final or not? What's 
going on? 

A! In the most thorough policy making 
process in American history, the Clinton 
administration has been consulting with members of 
Congress and interested groups since January~ Over 
260 meetings have taken place with over 250 members 
of Congress. In addition, more than 1,600 meetings 
have taken place with more than 1,200 special 
interest groups. 

We are taking our draft health 
security proposal to Congress and interested qroups 
and will continue to consult closely with" them and 
work with them to incorporate their SU9gestions~ 

Q: What's with these Medicaid/Medicare 
cutbacks? 

A: contrary to the misleading headlines 
appearinq today, we must restate: There are no 
Medicare or Medicaid cutbacks. All we are proposing 
is to slow the rate of growth in future Medicaid and 
Medicare spending. We will also put a limit on 
private sector premiums so that savings from 
Medicare and Medicaid are no longer just shifted to 
the pr~vate sector. 

1 And- aqain, savings from Medicare will 
be used for additional benefits for Medicare 
benefi~iaries -- long term care and prescription 



drugs ~- and savings from Medicaid will be used to 
protect people from ever losing their insurance~ In 
addition, doctors and hospitals must remember that 
the savings in Medicare and Medicaid will come 
alongside new revenues from the millions of new 
patients now covered by the. private seotor. 

Q: What about the accusation that you 
are using "soft" numbers? 

, 

I A: For the first time in history we have 
brought together all federal agencies that deal with 
health'care numbers and asked them to agree on a 
unified set of numbers. There has been 
unprecedented sharing and· scrutiny of modeling
techniques as well as rare cooperation and agreement 
among experts among federal agencies -­, 



including HCFA, AHCPR, Labor, and Census'. In 
addition, the numbers have been double and triple 
checked by teams of outside independent actuaries, 
health'economists, and auditors., 

Q: Why is your proposal so complex? 

A: No one doubts that this is a massive 
undertaking. Any proposal that affects 1/7 of the 
nation's economy -- reaching $1 trillion dollars as 
of next year -- is bound to seem complicated. I can 
guarantee you that it is not nearly as complicated 
as trying to describe today's "crazy quilt" health 
care system. 

I 

Q: Was the LA Times piece on malpractice reform 
accurate?, 

I
A: The issue of limits on non-economic 

damages in malpractice suits, contrary to the 
article, is one of a few issues the President chose 
not tofsign off on until after the consultation 
process. The President has said from the beginning 
that we will have serious tort reform that will cut 
down on frivolous lawsuits, control costs, and 
promote the settlement of disputes outside of the 
courtroom. That's exactly what the provisions now 
in the II plan do. 

I 

Q: Are you taxing big businesses who choose to run 
their own health plans? 

I 
A: That's another option the President will 

decideiafter consultations. 

Q: What about the WSJ and Boston Globe. stories 
that say that the savings goes mostly to deficit 
reduction? 

A: Some of the savings will be used to 
protect people from ever losing their insurance, and 
some will be used for deficit reduction. We'll have 
the exact numbers when the President announces his 
plan. I 



~ "Let's put this in context; For the past 
twelveiyears, skyrocketing health costs have been a 
major factor in exploding federal deficits. without 
health; reform, the declines in annual deficits 
produced by the President's economic package wears 
off hY,1997, and the deficit will continue to grow~ 
The health reform proposal will continue to close 
the deficit. And any deficit reduction that results 
from controlling the growth of health costs would be 
a major change from the status quo. The wall street 
Journal story today said it best: This will "mark a 
sea change in the effect of health costs on federal 
spending .. " 

[Solomon, Prunty, 9/9/93) 
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July 26. 1993 

Dear Friend: 

Health care is a $9()O billion dollar industry. one-seventh of America's annual 
G.N.P. and larger than the entire economy of Italy. For that reason alone, 
health-care reform should be fashioned and evaluated according to econontic 
as well as medical criteria. 

In this policy briefing, Robert Shapiro, vice president of the Progressive Policy 
Institute, demonstrates why President Clinton and the Administration must , 
take the laws of economics seriously as it moves deliberately on health care. 
In short. Shapiro asserts that health-care reform will fail if it does not 
accommodate the way econontic markets actually work. This means that we 
cannot simply expand vastly the demand for medical care and try to use 
government regulation and controls to hold down price increases. 

Shapiro argues that these challenges do not constitute an excuse for inaction. 
The way the current medical system works, he writes, endangers not only the 
health of millions of Americans but the entire economy as well. Thus, the 
Administration must propose market-based incentives to both discipline 
demand and encourage providers t<> increase the supply, along with reforms to 
gradually provide universal health-care security. 

Sincerely, 

Chuck Alston 
Communications Director 

316 Pennsylvania A,'etlue SE, Suite 555. Washington, D.C. 2000J 202lS47·0(]OI Fax 202/547·0099 

........ 
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rutl[:1ltl~lllldt POLICY BRIEFING' 

July 26, 1993 

Health-Care Reform and the Laws of Economics 

Robert J. Shapiro 

President Clinton's plans to refonn America's health¥care system can 
succeed, but only if he does not try to accomplish everything at once and only if 
the plan's economic logic is sound. To enSure tmiversal coverage and reduce 
medical-care inflation without damaging the economy, the reforms will have to 
be implemented gradually, foster more economic competition among providers, 
and demand more economic responsibility from every patient. 

At the heart of the issue is one of the oldest problems in economic policy: 
What should government do when people want more of some good than the 
economy will produce at prices they are willing or able £0 pay? Presidents facing 
this proble'\' can look for ways te balance the people's desires with the laws of 
supply and demand, or try to S"tislY them and risk injuring the economy. The 
test of leadership for this President, elected te cure both the economy and the 
health-care system, will be his ability to shape a package that provides everyone 
a measure of security while respecting the marmer and pace ofeconomic change. , 
Facing thi, Probkm 

I ' 

So far, both health-care reformers and skeptics have demonstrated that 
it is easier t<J identify problems than to find sound solutions. The most 
amhitious reformers are clearly correct that fundamental change has to come 
soon. In n,o other advanced country does one of every seven persons have to 
manage wi~out routine care ~~ one of the reasons why life expectancy in the 
U.s. now ranks 15th in the world. Furthermore, the enormous costs of the 
medical system producing these dismal results injure the American economy. 
For nearly a decade, health-care costs have been the principal factor driving both 
federal borrowing and federal spending. Rising insurance costs have cut the 
wage gains' of most workers. Moreover. the doubling of the share of the nation's 
resources claimed for medical services, from barely seven percent ofGNP in 1970 
to roughly 14 percent t<Jday, has dampened investment and growth elsewhere in 
the economy by reducing the profits of nearly all firms and bidding-up the price 
of capital and skilled labor. Put another way, so long as health care grows much 
faster than the rest of the economy, the rising bill can't be paid ,,~thout 
sacrificing investment, productivity and income growth for most Americans. 

--,----, 



RefoAn is imperative; hut the skeptics are also correct that no government 
or group of experts have the knowledge or means to reform, all at once, an 
extraordinarily complex, $900 billion-a-year sector that accounts for one-seventh 
of the largest economy in the world. In such an industry -- with billions of 
annual transactions carried out at tens of thousands of facilities. using miUions 
of workers ,and !>undreda of thousands of different goods to produce tens of 
thousands of services .- sensible reforms must proceed incrementally and in 
ways that do not conflict with the normal operations of the economy. Further, 
they must take into account differences among regions and states, 

Two 'of the basic laws of economics are at issue here. The first is that 
prices rise when demand increases and supply does not expand as quickly, 
Simply extending or mandating insurance coverage for the 35 million people who 
lack it today will inevitably spark faster-rising medical prices and costs, If this 
coverage inCludes long~term care) prescription medicines, mental-health, dental 
treatments and more ~~ as many reformers want M~ medical~care inflation will 
rise even faster. 

,, . 
The second law oonfronting health-care reform is that economic demand 

for most things responds to prices, So long as conventional insurance and the 
Current health-care system let most Americans use medical services without 
paying directly for them -- with little practical recognition of the costs -- demand 
for health care will never be disciplined and prices will continue to rise. These 
arrangements not only encourage the demand for routine medical treatment, 
tbey also guarantee a broad market for expensive new medical technologies, 
Once developed, costly new technologies quickly become generally available and 
broadly applied, greatly intensifYing cost pressures. 

If t1iese economic forces did 1UJI maUer. the President and Congress could 
simply tel] business and government to cover everyone for every condition right 
away. B;'t they do matter, as our current problems with medical care 
demonstrate. Public and private insurance for elderly and poor pe()ple~ and for 
most workers and their families, has vastly expanded demand for health~care 
services, pushing up the costs for those paying the bills, As a result, insurers 
and businesses have been forced to exclude more workers and more conditions 
from basic coverage, especially small firms expanding their payrolls and mature 
companies obliged to cover large numbers of older employees. The paradox for 
health~care reform is that in our current "C()st~unconscious" medical 
marketplace, universal coverage tends to price itself out of the reach of those 
guaranteed it. , 

The principles of economic competition can begin to resolve this paradox 
by creating powerful economic inducements to discipline the demand ror medical 
treatment and increase the supply of cfficienLly-delivered care, Managed 

2 




· 
competition, the most prominent policy strategy based on these principles, would 
try to restructure our health·care markets by creating new incentives that (1) 
force insurers to compete more on the basis of value and price; (2) require 
everyone to assume more personal economic responsibility for their health-care 
choices; and (3) constrain providers to meet people's basic needs more efficiently, 
principally through health maintenance organizations (HMOs). 

Pointing a Way 

Over several years, we can provide basic coverage for everyone 'Without 
injuring the economy. No one should doubt that we must do so. It will require 
that we extend coverage gradually, and even then the additional demand will 
raise health·care prices for everyone. It also will require that the President and 
Congress resist appeals to add new benefits to basic insurance. By most 
estimates, adding benefits for mental· health and dental services, medicines and 
long·term Care could increase the nation's health·care bills by as much as $100 
billion a year. Ensuring basic coveTage for everyone will mean reforming the 
basic ground rules of our health-care markets so that there, as everywhere else 
in the economy, consumers ooar more of the costs of their own choices, forcing 
health-care businesses to become more efficient in order to survive. In short, it 
requires a new medical-care marketplace that satisfactorily can balance supply 
and demand. 

If ~e choose this path, its incentives should reorganize the practice of 
medicine. IMost of us will have to accept treatment less often from doctors and 
more often from nurses and other nan-physicians. All but the truly poor will 
have to p'ay more for insurance and more for every service; everyone will have 
to forgo any prospect of a huge malpractice award. Most physicians will have 
to practlee through HMOs; but, if high-quality medicine is part of the equation, 
they will still retain control over their own professional decisions. 

This asks a lot of the vast majority of Americans who already are insured. 
Yet it is this majority, not the uninsured minority, drhing the demand for 
universal coverage covering virtually any medical condition. According to 
surveys. most of us want a guarantee that we always will have the services we 
need, now and when we are older. We want to be certain that whatever our 
memoal o~ndition or job status, we and our families can get all the medical care 
we need .. 

AIDong the legions of health-care reformers, the proponents of market 
competition are challenged by those who see government mandates and price 
regulation as the only practical means of extending coverage and controlling 
costs. TIl;s alternative, however politically expedient it may seem, can only 
defer the remorseless logic of supply and demand at great economic cost. 
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The Shape' of Tough-Min<kd Managed Competition 

The strategy for managed competition has two basic parts, addressing in 
tum patients and providers, First, discipline demand for medical services by 
compelling people to pay more for them. For years, the standard proposal has 
been to limit the deduction that businesses can claim for insurance premiums 
they pay for their workers in order to raise the pressure on firms to search for 
more efficient coverage. But raising the cost ofinsurance coverage for business 
will not be :enough to restrain demand, judging from the fact that a d"".de of 
determined insurance-shopping by most companies has not slowed health-care 
inflation. ; 

This:approach should be taken two steps further. First, limit the amount 
tbet companies can deduct for providing health insurance to the cost of the 
least-expensive package of basic benefits on the market, thereby providing a 
direct incentive for firms to select the most lean and competitive health plan. 
Second t heighten the pressure on everyone by counting as part of a person's 
taxable income any premiums exceeding this minimum amount paid in his or 
her name by an employer. 

The 'ohject is not to increase anyone's financial burdens. but to use tax 
policy to promote an insurance marketplace where consumers weigh the 
purchase ofeconomical coverage against other plans and insurers have stronger 
incentives ,to compete for their business on the basis of price and value. This 
can happen by maintaining the current taxpayer subsidies, both the deduction 
for business and the income-exclusion for their employ..s, but only up to the 
cost of the lowest-priced package of basic benefits. At first, these incentives 
could attract more business for the most-efficient insurers and providers than 
they could handle; but, tltis tax reform can be phased-in over several years. 

Building competitive health-care markets requires reforms affecting 
demand for particular medical services as well as insurance. Under managed 
competition, everyone but the poor pays part of the cost of nearly every service 
they choose so that people have to assess the value of every health-care choice. 
To be sure} choice means nothing when your life is at stake, and people will 
always look to medical insurance for the security that life-saving treatment will 
always be:avaiJable. But if people accept more economic responsibility for the 
rest ofthe~r care ~~ if copayments for most routine medica! treatments are more 
like auto-insurance deductihles for collision damage -- prices for these routine 
services should rise at rates more like those for other goods and services. 

Mandating Coverage 

The principle challenge to this view comes from some reformers who want 
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to piggyback an employer mandate requiring every company to insure every 
worker ontO reforms requiring that most people pay more of the costs of 
insurance but not most treatments. The leading proposal would require that all 
employers oontribute either 7 percent of their annual payroll costs to cover most 
of the cost! of basic insurance for every employ •• (80 percent of the besic 
premium). In addition, to cover the rest of the cost of basic coverage, workers 
would pay either about 2 percent of wages or the remaining 20 percent of the 
premium. 

The ..,onomics of a mandate are equivocal, at best. With more than three­
fourths ofU .S. companies now voluntarily including insurance coverage in their 
employees' market compensation, evidence that an employer mandate would 
devastate Dusiness is not strong. Why doesn't nonnal market competition for 
workers compel the rest to offer coverage? From the worker's perspective, the 
pool of low;skilled people seeking jobs is large enough so they usually cannot 
bargain effectively for health-care benefits. By most employers' calculations, the 
productivity of most low-wage workers cannot justify health-care coverage that 
would, in :effect. substantially raise their total compensation. Far from 
guaranteeing benelits to all low-skilled workers, therefore. the economics of a 
rigid empl6yer mandate would probably cost many of them their jobs. Forced 
to make the choiee, many companies would replace many, newly-expensive low~ 
skilled workers with equlpment or contracts to foreign facilities. 

Until 8 stronger economy and managed competition make coverage more 
economical for these firm1!, rofonn should move cautiously on any employer 
mandate. ,On both economic and equity grounds, there is a strong case for 
making the federal government the financier of last resort. for universal 
coverage. using revenues from a progressive income tax, rather than forcing 
companies! w trade off health-care costs against job creation and using the 
regrossive payroll tax. This could be achieved by providing either a substantial 
subsidy for small linns employing low-wage workers or a refundable tax credit 
for unooveted individuals to purchase their insurance. , 

I 

The 'problem with a direct public subsidy for universal coverage -- whether 
the mandate falls on the lirm Or the individual, and whether the government 
subsidizes small employers or their low-paid workers -- is the incentive it would 
create for some firma to eliminate their current benefits. Until a more 
competitive health-care marketplace lessens the problem, it should help if both 
the subsidy and any mandate are phased in over several years, beginning with 
families with small cOildren, and the subsidy phased out as a family's income 
rises. As labor conditiona vary greatly across the country, each state could De 
allowed to' choose which fonn of subsidy is best suited for its economy, With 
these limits, the costs could be covered by the revenues derived from limiting the 
business deduction and employee exclusion ror employer-paid premiums. 
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Reforming the Health-Care Industry 

The second part ofa market-based strategy involves reforms of the health­
care industry it..lf, driven principally by powerful statewide or regional 
insurance-purchasing pools called health alliances. These organizations would 
operate something like the New York Stock Exchange, bringing together buyers 
and sellers and setting ruleB of trade that, in effect, compel insurers to compete 
more on the; basis of price and value. 

To begin, the health alliances would collect mOBt people'. insurance 
premiums and help consumers ChOOSB among competing insurers and plans by 
publishing simple, standard information about the benefit. and outcomes of 
every plan. lit is vital that consumers be able to genuinely evaluate the benefits 
and performance of every plan since the powerful tax incentives for purchasing 
the lowest-priced coverage wilt encourage some insurers and providers to try to 
compete by, cutting-beck on basic benefits and reducing quality. 

In addition, the alliances' new rules of trade for insurance would end the 
price disCrimination that today can deny people coverage or set their premiums 
on the basis of their pre-existing conditions. Instead, the alliances would define 
a standard package of basic benefits that all insurers would have to offer 
everyone at prices unaffected by a person's health status. Insurers would have 
to agree to;these terms or lose the right to sell coverage through the alliances ­
- a serious threat when nearty everyone is pa}'1ng their premiums through them. 
By agreeing, an insurer win have to compete with rivals offering the standard 
package at less cost or with better outcomes, or face the commercial 
consequences. 

The,health alliances must have the authority to maintain a transparent 
and non-discriminatory marketplace for insurance without broader regulatory 
powers t.hat could stifle competition or even evolve to a government-managed, 
single-payer system. Like a stock exchange. the alliances wouid be chartered 
not to regUlate insurance prices or micro-manage the operations of medical 
providers, but only to oversee the terms of trade for the health-insurance 
market. 

Th~se refonns1 however, would quickly bring about a major shakeout in 
the insurance industry. To compete and survive, insurers would have to 
contract with providers that find ways of delivering basic services more, 
efficiently. There is no myatery about where these cost-saving efficiencies would 
be found. IManaged competition will produce a fierce rush to HMOs. which offer 
blanket ooverage for a per-person price by steffs of doctors. nurses and other 
assistants paid by salary or on a per-patient basis, instead of fee-far-service 
medicine by physiciana and specialists of patients' own choosing. (It may also 
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spur the gro;Nth of preferred provider organizationst or PPOs, a variant on the 
HMO in which groups of doctors combine for a collective practice. Thus far, 
PPO. have not demonstrated the HMO's potential for efficiency gains and cost 
restraint.) 

In theory, this strategy packs real economic power; by one reasonable 
estimate, a doctor in an HMO can cover two w three times the patient-load of 
private. fee-far-service physicians. Yet to date !L\l:Os have not spread quickly. 
Most Americans prefer choosing all of their own docwrs. and most doctors prefer 
conducting their own practices ... and for most people~ the incentive to change 
haa been modest since most HMOs still price their services only a whisker under 
fee-for·serviee. In short, so far IDi0. have not achieved (or perhaps not passed 
on) the cost [savings required to make universal coverage work without injuring 
the economy. 

There is some evidence, drawn from recent experience with health 
coverage for California public workers and for Minnesota state employees, that 
HMOs can deliver medical care more efficiently and cheaply when they are part 
of a managed'competition system. More intense competition will help. In 
addition, economics can help identify incentives not only for HMOs to contain 
costs, but also for HMO doctor. and nurses to recommend fewer and less costly 
services, 1 

To achieve this, reform has w confront the high level of uncertainty 
characteristic of the practice of modern medicine. Doctors and nurses often 
cannot be certain how much testing and treatment a patient needs or, more 
precisely. what services a patient positively does not need. Many physicians 
over~prescribe expensive procedures whether or not they practice in HMOs to 
avoid being sued for rwt ordering more services that might prove helpful. They 
also bear no cost for ordering services that prove unnecessary. To drive·up the 
average HMO's cost~effectiveness, health-care reform has to include broad 
malpractice protection for physicians practicing standard hut not extraordinary 
medicine, and perhaps incentives for employee ownership or profit-sharing by 
HMO physicians and nurses. 

Uncertainty for patients takes a different form: How will the quality of 
tbeir care be protected .s its quantity and costs are reduced? The only answer 
i. w reli. on the independent judgment of highly-trained and well-paid 
physicians. nurses and other health professionals. Insurance premiums and CO~ 
payments have to be set sufficiently high to maintain ample incomes for medical 
professionals, and doctors and nurses have to retain the independent decision­
making that all professionals expect .. or American medicine will have to settle 
for people less equipped or inclined w ensure high·quality care. 
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The Regulatory Alternatives 

The laws of economics apparently demand a great deal of everyone •• too 
much for thnBe urging the President to simply mandate universal coverage and 
then contain health·care costs by federal regulation. By all the evidence and 
theory we know, this political fix would injure both the economy and the health· 
care system. 

, 
The two chief regulatory options are a "global budget" and price and wage 

controls. With the first, the government would determine what share of the 
nation's income could go to health care by controlling the price of all insurance 
premiums. ilf businesses and workers are required to pay government·set fees 
to the health alliances to cover all insurance, and these fees are allowed to rise 
year by yea~ according to a set measure such .s payroll costs or the consumer 
price index/ medical providers would have to make do with the resources allowed 
them by government. Everyone involved .• doctors and nurses, HMOs and 
hospitals, insurers and suppliers .• would negotiate or contend for their shares. 

By itself, a global budget would not contain health·care inflation for long, 
hecause it, does not address the market pressures driving up prices. If 
governmen~ tried to limit the resources, in effect, by decree, people would 
continue to demand levels of costly services that could not be covered by the 
revenues allowed by government. When these resources run out in the eleventh 
or twelfth month of the global budget .. when the government guesses wrong 
about the revenues required to cover quality treatment at a particular hospital 
or HMO. in a particular year, for a particular city -- something important would 
have to give. People would go untreated so that universal coverage contracts, 
or premiums would increase by more than promised and so bust the global 
budget, or ,reimbursements would fall the following year and the squeeze on 
revenues and treatment would recur in morc virulent form. 

In contrast to a global cap. a more plausible ease can he made for a very 
limited version to discourage price increases during the transition to managed 
competitioh and universal coverage. As with a global budget, a limited budget 
cap woulddepand on the government determining by some measure how much 
insurance 'premiums should increase. The crucial difference is that the cap 
would apply only to premiums for basic coverage and only while the mandate for 
universal ~overage was being phased in -. and the cost pressures on the "cap 
would be eased by the economic incentives of a more competitive health·care 
system. 

Still l the economics f-or even a. Hmited cap remain dubious. Government 
experts cannot know in advance what markets can detennine only in practice ~ 
- namely, the cost over the coming year for the most efficient insurers and , . 

8 




• • • 

channel labor and other resources to industries paying higher, uncontrolled 
prices and wages, producing shortages of medical services when more are 
needed. . 

To work, price and wage controls need fixed targets to regulate, but 
health-care reform, if it is to work, will drive continuous changes in medical 
services an'd the practices of medical personnel. 

If we are serious about providing universal coverage and slowing the 
growth of health-care costs -- and without injuring the economy -- government 
controls cannot be part of the solution. Instead, we will have to change the ways 
we consume and provide medical care -- once again, reorganizing the practice of 
medicine, receiving treatment less often from doctors and more often from 
nurses and other non-physicians, paying more of the cost of insurance and of 
nearly eve-ry procedure and foregoing the ability to win large judgments for 
malpractic'e. 

Even so, health-care costs will continue to rise faster than other goods and 
services for some time -- and not only because insurance will always be there. 
In addition, the numbers of Americans who are elderly and so require costly 
routine ca:re will continue to increase. The extraordinarily costly AIDS epidemic 
will continue to spread. And technological advances in medicine will continue 
to be pheriomenally expensive and, under almost any imaginable reform, every 
costly advance will continue to be available under standard insurance and at 
nearly every large facility. 

The President's clear task is to teach Americans that it is not the 
government's duty to preserve the current system nor is it right to replace it 
with controls. Rather, we must reform the system's basic ground rules so that, 
over some years, we can achieve universal coverage while satisfactorily 
balancing. health·care supply and demand. Even with market-based reforms, 
most Americans will pay more than they do today, for years to come. But if the 
President! and Congress Will respect the laws of economics as they carry out 
these reforins, the additional burden could help keep everyone's coverage secure 
and the e~onomy sound. 

Dr. Robert J. Shapiro is the Vice President of the Progressive Policy Institute. 
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providers to deliver their basic services. Health....re reform itself will make 
such determinations truly impossible, since it will quickly bring about countless 
changes in medical practices and treatment protocols, and upheavals in the 
insurance and provider markets themselves. When the government's health-care 
accountants' guess wrong and the rates they allow cannot cover basic costs, the 
resUlting pent-up price pressures will reignite medical inflation once the 
temporary cap ie lifted. If the cap mechanisms were to become permanent, it 
would amount to government price controls for basic insurance, limiting the 
power of economic competition to drive down insurance prices. 

Price and ,Wage Controls, versus Quality Health Care 

The second regulatory alternative is broad price and wage controls. There 
is no sound' economic theory or evidence to support the hope that these controls 
could work' in health care. To begin, price and wage controls are virtually 
impossible 'to enforce in a industry like medical care, with tens of thousands of 
separate facilities where billions of annual transactions are earried out) 
providing thousands ofdifferent services and using tens of thousands ofdifferent 
goods. Already, heaIthwcare businesses have demonstrated a protean capacity 
to preserve their revenues and profits in the face of such controls. When the 
government froze Medicare Part-B doctors' charges in the mid-1980s, physicians 
reported visiting their patients more frequently, shifting to more highly­
reimbursed treatments, and ordering more tests that required little oftheir OWn 

time .. and total costs continued to rise rapidly, 

The current Medicare cost controls -- the Prospective Payment System, 
which reimburses hospitals at set rates for each illness rather than each 
procedure;~~ have not been much more effective. Over severa] years, t.his system 
has modestly slowed the growth in Medicare costs, but total medical costs have 
not been restrained because hospitals offset their losses by raising charges on 
everyone else. Today, hospitals recover about 90 percent of the costs of treating 
Medicare 'patients -- and charge privately insured people 128 percent for the 
same treatments. Ifgovernment tried to control the entire system in this way, 
total costs would still depond on diagnosis -- over which hospitals, doctors and 
HMOs win always retain control. 

Moreover, price and wage controls would virtually cripple the effectiveness 
ofmanag~d competition. The conflict comes from the squeeze they would impose 
on an HMO's operating margins. As the forces of managed competition enable 
HMOs to'provide more, efficiently delivered health care, controls would prevent 
the most efficient ones from negotiating with their suppliers and doctors for 
favorable terms. This would reduce their savings and undercut their competitive 
edge, and so inhibit their growth just when the system requires their expansion. 
~ore generally, by targeting controls only to health care, the "reform" would 
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SUBJECT: 	 talking pgints 

THE CLINTON HEALTH CARE PLAN 

THE STATUS QUO 

? 	 American families do not have the security they·deserve. 
100,000 people a month are losing their coverage, and those who 
~witch jobs or have a pre-existing condition are not guaranteed 
coverage~ 

? 	 Americans are getting killed by skyrocketing health costs. 
Without immediate reform, the annual cost of health care for 
American families will more than double by the end of the 
decade -- to a whopping $14,000 per family~ 

? 	 The current system is broken -- and it threatens your family'S 
'future and the future of every American business. 

? 	 We must take action noW. 

THE CLINTON PLAN 

President Clinton will soon present a proposal for comprehensive 
health reform. His plan will fundamentally overhaul the system and 
increase the quality of care while preserving your right to see your 
doctor. 

The powerful lobbies of the special interests are already lining up 
to block the President'S plan. But with your support, the President 
will'break the gridlock. 

, 
The proposal will be based on the following principles: 

1) 	 Securit~: The Clinton plan will provide Americans with the 
security of knowing that they will have health coverage even if 



they 	switch jobs" lose their job or have a preexisting
co'ndition. 

2) 	 Choice: The Clinton plan will allow you to choose your doctor. 
And most Americans will have more choice of health plans. Under 
the Clinton proposal, your employer or insurance company won1t 
piCK your health plan -- you will. 

3) QUality: The Clinton plan will increase the quality of care. 
And it will hold doctors and hospitals accountable with a 
s~mple consumer "report card" for each health plan. 

, 
4) Controlling costs: The Clinton plan will make health care 

affordable again_ And it will control the spiralling costs that 
are strangling American businesses. 

5) 	 ~rehensiveness: The Clinton plan will guarantee all 
Americans a comprehensive benefits package~ 

" 

6) 	 §implicity: The Clinton plan will reduce paperwork for both 
doctors and patients, and it will eliminate fraud and abuse. 
The health care bureaucracy will shrink under the Clinton plan. 
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THE CLINTON H~TB REPORM PLAN 
security for Every American 

security for you and your family. That's what the President's 

health reform plan is all about. 

Even if you're one of those people who's satisfied with your 

health! care today, I'll bet you know someone who's not~ 

Someone who lost their insurance when they switched jobs. 

someon,e who can't afford health insurance. Someone who got terribly 

sick l :and suddenly discovered hidden limits buried in the fine print 
, 

of his policy. Someone who's paying a whole lot more this year for a 

whole lot less health care. And someone who can't even find a doctor 

for her kids. 

If so, you're not alone. One of every four of you in this room 

risks" losing the health insurance you have now in the next two 

years~ You might lose it for a month, or two or three, or even six ,, 
months or a year. And that's a terribly dangerous thing. Because if, 
you or your child should -- God forbid -- get seriously ill when 

you're not protected -- all of your financial security could be 
, , 

wlped out. Perhaps forever. 

[insert personal story about constituent or someone in your 

family who lost their insurance] 

:That's what this health care debate is about. Can your family 

findlpeace of mind? Can you -- or your child or your mother -- get 

the highest quality care when you need it most? And get it without 

going bankrupt? No matter whether you've got a great job or are 
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between jobsy No matter what disease hits or when it hits or who it 

hits. 

To help you get the security and high-quality care you need, 
, 

herets .what the President and I are going to change. 
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Today, if you're sick or your child is sick or you can lose 

your jbb or move to a different state, you can lose your insurance. 
,

If you've got what insurance companies call a "preexisting 

condition t " you're out of luck. You probably can't get insurance 

and, if you can, it costs three or four times what other people pay., 
I 

Under the President's plant you'll get health security~ Lose 

your job -- and you'll still be covered. Get sick -- you'll still be 

covered * Move to a new place and you'll be covered. That's what 

insurance is supposed to be all about. 

Today, right now, there are people who are locked into jobs -­

peopl~ who won't take better jobs because they're scared of losing 

their 'health care. That's because some companies offer great 
, 

benefits -- while others give only bare bones coverage. 

Under the President's plan~ that won't happen. Everyone will be 
i

guaranteed a comprehensive package of benefits, no matter where you 

live or what you do or where you work. 

Today, you're at the mercy of your boss. He can tell Y9U what 

health plan you've got to use -- and even force you to give up your, 
doctor if your doctor's not part of that plan. 

Under the President's plan, you're in the driverls seat. You'll 

get to choose among health plans -- and if you want to stay with the 

doctor you see now, fine. no problem.
I 
But that's not all we're going to do. We're going to make sure 

that what you Ire charged for health care 1s brought under control. 
I 
'Every day, every hour, exploding health care costs are picking 
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all our pockets and handbags. Right now, as you sit heret you're 

paying ,for someone who's been forced to go 
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into an emergency room because he or she doesn/t have insurance.' And 

the next time you hear about a hospital charging $20 for a Tylenol, 

youfll'know that you're paying for the patients in the emergency 
I 

room who will never see a bill and couldn't pay 'it if they did~ 

The Clinton plan asks everyone to help pay their own way. 

Right now you're being charged twice as much for health care as 

sameon's in Germany or Japan -- but when it comes to the survival 

rate for heart attacks I the united states doesn't even make the top 

twenty. Riqht now, what you're being charged for the drugs you need 

is rising three or four times faster than in other places -­, and yet 

children in some parts of the Third World stand a better chance of 

getting immunized than they do here. 

So we're going to change the way things work. We're going to 

crack:down on those insurance companies and drug companies that are 

makingI high profits -- but not investing in better care. We're going 

to stop the overcharging and restrain rising costs+ Only then can we 

get this deficit under control, and help our nation compete and win 

aqain:. 

Then we'll be able to give you the security you deserve. The 

peace of mind that your family will get affordable high quality 

health care -- no matter when illness stikes. No ifs. No ands. No 

buts. 

And when the new health care plan is up and running, you're 

going
, 

to get a health security card. You carry that card with you. 

It g~arantees you access to a comprehensive package of benefits, no 
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matter where you live or where you work. 
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And that package won't just take care of you if you wind up in, 
the hospital or have terrible trouble or need a fancy test. It will 

turn around this crazy system and give you the kind of care that 

keeps you and your children fro~ getting sick in the first place. In 

the nation that invented the polio vaccine, that's the very least we 

can do~ 

You'll be able to choose from a variety of health plans. stick 

with the doctor you see now if you like~ Or join a network of 

doctors and hospitals and pay a little less. Or pay a flat fee to a . 
plan that covers all your services for the year. So if you become 

I 

unhappy with your health care, you'll be able to vote with your feet , 
and l get your care somewhere else. 

You'll be asked what you think of your health plan -- and the 

result~ will be displayed in a simple, easy-to-read consumer "report 

card. tI! So health plans will be held accountable for the quality of , 
their 'care. 

And you'll be able to wave good-bye to the endless, complex 

forms and all the hassles. Because we're going to scrap a system 

that produces so much paper that even if you 1 ve got the patience to 

wade ~hrouqh it, you probably donlt understand it. 

That will be gone~ We'll take the forms from the 1500 different 

insurance compamies and make them into one. 

Today, families that face the worst illnesses have to spend, 
their'time poring over insurance forms to figure out which insurance. 

compa~y is going to COVer what -- rather than spending time with 
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their loved ones. 

That will be gone. 

• I 
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Today, nurses and doctors are forcad to fill out form after 

form, each one more complex than the last~ Some nurses have to fill , 
out 19 forms for each patient -- and then those are checked and 

checked again. 

All of that will be gone. We're going to let medical 

profes~ion~ls practice medicine again~ 

T6day, companies play games with each other, trying to shift 

employees onto the other's plan. And if you do get injured on the 

job l the crazy and costly workers camp system comes into play -- and 

fraud ,is never far behind. 

That will be gone. We're going to tie everything together and 

make our health care system whole. 

Today, the 90vernment has gotten so deep into the business of 
I 

micromanaging health care that it can't find its way out. The books 

that tell you whether Medicare or Medicaid will cover something are 

so big and thick that nobody can understand them. They've got 

checkers checking checkers. lOll get the feeling that there are more 

people writing regulations than doctors delivering care. 

'And that, tOO, will be gone. Because welre going to crack down ,, 
on the waste and simplify the system and make this big mess make 

I 

senss. 

,NoW let me say to the small business owners in this room thatl 

if yqu're covering your employeees right now t we're going to bring 

your costs under control. We're going to protect you. We're going to 

stop the insurance schemes that discriminate against you and drive 
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your pr'erniums through the roof ~ Wet re going to let you team up with 


other small businesses and negotiate for the same rates that 

insurance companies give the big guys. 
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And if you're not able now to cover your employees, we're going 

to help; make insurance affordable for you, your family and your 

workers~ We're going to ask everybody -- workers and employers alike 

-- to chip in for health care_ We're going to give you the 
, 

assistance you need but we're going to stop asking the folks who are 

now paying for insurance to pay for those who don't. Because it's, 
not fair when the dry cleaner who covers his workers has to pay a 

whole lot more because the owner of the car wash down the street 

can't pay the price. 

The bottom line is simple: everybody benefits if everybody 

takes ~esponsibility. 
, 

(story of small business from your district/state that 

struggles to cover its employees] 

Today, if you live in rural America or in a small town, you 

probably can't even find a doctor. Maybe it was the ridiculous 

malpra¢tice fees that forced the town obstetrician to close down 

shop. Or the fact that this nation is producing thousands of plastiC 

surgeons -- but not enough pediatricians. 
, 

Under the president's plan, all that will change. We're going 

to bring real health care to rural America -- both in person and 

through technology. And we're goin9 to produce the family doctors 

and pediatricians that your family "needs. 

Now there are a lot of people out there who are going to tell 

you that we don/t need to change. They're going to try to scare you 

by making up all sorts of stories about terrible things. 'rhen 
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they'll: tell you that they agree we need some reform -- but only on 

their terms. 
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w~at they won't tell you is that they're the ones who have been 

lining:their pockets while the rest of us have had our pockets 
I 

emptied. The ones who have caused the gridlock that let this messy 

system get even more messed up. The ones who have spent their huge 

profits not on helping people get better -- but on lobbying and , 

figuring out new ways to put health care out of the reach of the 

people ' who need it most. 

Well, the fact is they can outspend you. But they can't 

outnumber, you. You can win this fight for your family's security. 

And when we join together and pass the President's plan, you'll 
I 

have the peace of mind you deserve. A guarantee that you'll never 

lose your health insurance. Never. That no insurance company's fine 

print;will steal your benefits. That you'll get comprehensive, high-

qua~i~y care through a doctor or plan that you choose -- without 
, 

ending up in the poorhouse. 

The President and Mrs. Clinton share a deep personal commitment 

to this issue. Because of their own experiences. And because of the 

people they've met allover the country. People like you who have 

had enough of rising medical bills. People who just want things to 

make sense so they can get high-quality care. People who want peace 

of mind. 

:Bill and Hillary Clinton believe that health security is a 

righ~. Your right. And when it comes to health care, and when it 

comes to human needs and human suffering, there are no Republicans 
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or Demo~rats. There are just Americans. 
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And every day more American families lose their health 

insurance -- and even if you're one of the lucky ones who likes what 
,

you've/got, the odds that you'll have it next year aren't great, and, 
they're getting worse. Every day, what you're charged for health 

care keeps rising and rising -- and eating up your income and the 

future;of your kids. And every day the special interests back in 

washin~ton keep blocking us from helping you. 

You deserve the freedom from fear. Our nation deserves the 

freedom to grow. We all need the change. And we need it now. 
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HEALTH CARl! REFORM: 
QUESTION AND ANSWERS 

, 
Q. 	 will I still be able to choose my doctor?, 

A: 	 YeS4 You will always be able to choose your doctor. And every 
American will have the choice of a variety of health plans - ­
you can go to an HMO, join a network of doctors and hospitals, 
or continue to get care on a fee-for-service basis the way most 
p~ople do now. It's your choice. 

, 
TOday, some businesses have limited people's choice of 
doctor in an effort to control costs. That won't happen 
under the clinton plan. No boss will be able to tell you 
what 	doctor to go to or what health plan to join~ 

Q: 	 It I have a good plan tbrough my employer now, will the new 
plan be as good? 

A: 	 Your benefits package will cOVer at least as much as -- and 
probably more than --the one you have now~ It's modeled on the 
p'acKages offered by Fortune 500 companies. And it's guaranteed, 
so your boss or insurance company can't take away your benefits 
~r tell you to go read the fine print in your policy when you 
get sick. 

Nobody will dictate to you what kind of plan you're on or 
where you have to go to get care. You choose where you get, 
your 	care and bow you get your care -- your boss or 
insurance company doesn't choose it for you. 
, 

g: 	 I like my health insurance. Why should I pay to insure others? 

A: 	 Like now, you'll be paying to insure yourself and you'll also 

be getting 'the peace of mind that, if you lose your job or get 

~ick, you won't lose your insurance. 


And remember: right now, you and your company are paying 
'for the people who don't pay for their own health care~' 
That's why you get charged $20 for a Tylenol when you go 
to the hospital. Because for every person like you who 
jpays the bill, there's another person who will never see a 
:bill -~ and couldn't pay it it they did. 

fThe Clinton plan asks everyone who can to contribute to 
their own insurance. What ~ pay will go to ~ health 
coverage and your health security -- so that you will 
never be in danger of losing your insurance. 
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Q: 	 will tbe new bealtb system mean tbat I have to pay higher 

taxes1 How will this reform be paid tor? 

A: 	 Some people advised us to impose a new, broad-based tax -- such 
as a national sales tax -- to pay for health care reform. But 
the President rejected that advice because he believes the 
middle class is already paying its fair share. 

Here l s how the plan provides health security to American 
families: First, it cracks down on the health profiteers 
who make a killing off the current system. Next, it asks 
s~okers to pay to make up for the high health costs they 
a~d to the system. 

And finally, it asks every employer and worker to 
contribute to the cost of their health care. But the money 
will go to their health plan to provide comprehensive 
benefits and health security -- the guarantee that you 
will never lose your insurance. And the government won't 
collect or spend,the money. 

Qt 	 Boy are you going to control costs? , 
A: 	 Right now, what you're charged for health care is spiraling out 

of control. Insurance companies are raising your premiums; drug 
c'ompanies are charging high prices for basic prescription 
drugs; and unnecessary paperwork and fraud are sending the 
costs of the whole system through the roof. 

The Clinton plan will stop all that. It will make sure 
that what you're charged stops rising four times faster 
than wages. And it will crack down on fraud and eliminate 
excess paperwork. 

Only if we take these strong actions to control costs can 
we provide true peace of mind and security to all 
Americans. 

Q: 	 wonit quality be sacrificed for the sake of cost savings in the 
new system? 

A: 	 Absolutely not. That's just an old scare tactic from tho 

special interests that profit from the status quo. 


The Clinton plan will improve the quality of American 
health care~ Under the clinton plan, the best technologies 
in the world will be put to work for you. There will be 
more primary care doctors and nurses to give care~ And 
there will be a simple consumer report card -- so that 
~octors and hospitals are held accountable based on 
results~ not on how many forms they fill out. 



THE CLINTON HEALTH REFORK PLAN 
security for Every American 
page 	20; 

Most important, the Clinton plan will give American 
families the security that they will never lose their 
insurance~ 



,
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Q~ Won't this plan kill small business? 

A: No, it's today's high cost of health care that's already 
killing small business. Today, insurance companies either won't 
cover small businesses and their employees or charge them high 
premiums that put insurance out of reach. Anyone who has the 
initiative to start a small business shouldn't have to put 
t~eir family/s health security at risk. It's not right. 

The Clinton plan will help and protect small business in 
three ways: First, it will aggressively control costs and 
p~event insurance companies from discriminating against 
small businesses. Second, it will eliminate the paperwork 
that each small business now has to deal with. And third, 
i~ will pool small businesses and individuals to give them 
the same bargaining power in buyin9 insurance that big 
companies have. 

The plan will be gradually phased-in. with government 
assistance, to ensure that small businesses that don't 
currently provide insurance can afford to cover their 
employees. 

g: Won't this plan oause M8ssive job loss among small 
businesses? 

A: 
•

No, although there is likely to be a shift in jobs in the 
health care industry. When the new system is up and 
r~nning, more people will be directly giving health care 
and fewer people will be filling out forms. 
; 

The Clinton plan is designed to help and protect small 
business -­ making it easier for small business ownerS to 
cover their families and employees. And tho plan will be 
gradually phased-in, with government assistance l to ensure 
that small businesses that don't currently provide 
insurance can afford to cover their employees_ 

The "studies" on potential job loss resulting from health 
dare reform are grossly exaggerated. They make faulty 
a's5umptions and were generated by groups ideologically 
opposed to the president's reform proposal. 

2= What will happen to businesses that provide insuraneo1 Will 
their costs go up? 

A: F,or many businesses, costs will actually go down. And over 
time, by getting health costs under control, weIll stop the 
chilling effect that exploding health care costs have on 
businesses. 
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night now, businesses that cover their employees are 
paying for those that don't. That/s not fair. The Clinton 
pl~n is based on fairness and responsibility. EVery 
employer has to taka responsibility for covering their 
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employees -- giving them the security that they will never 
lose their insurance~ 
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QS 	 Will insurance companies be able to deny me coverage if I have 

a pre-existing condition? 

No. Right now, in6urance companies can refuse to cover you if 
your daughter has asthma or if you're diagnosed with a heart 
condition -- and they do it all the time. Under the Clinton 
plan, that can't happen. Insurance companies will have to 
accept you -- whether you're healthy or sick. And you'll have 
th'e security of knowing that no one can ever take that 
insurance away from you~ 

Q. 	 Wi~~ I still have my hea~th insurance if I switch jobs? 

A: 	 Absolutely. Right now, some workers are locked into their 
job because they fear losing their benefits. If they do 
switch jobs or lose their job, they place their family's 
financial and health security at risk. That's not right. 
It/s got to change -- and it will. 

The Clinton plan gives you the security that you will 
never lose your insurance. If you switch jobs, you keep 
your insurance. If you lose your job l you/re still 
covered. Complete security -- no ifs, ands or buts. , 	 . 

Q' 	 Won/t these "health alliances" create more bureaucracy and 
p.perwork? 

A: 	 No. Right now l if you own the corner grocery store, you've got 
to spend half your time doing paperwork and negotiating with 
insurance companies. The health alliances will replace all that 
hassle~ 

The Clinton plan allows businesses and individuals to team 
up in health alliances and negotiate for high-quality care 
at an affordable price -- so that you and your family can 
have a full range of health care choices --without every 
person and every business going through the hassle of all 
that paperwork. 

0: 	 Won/t government involvement in health care just mean more 
paperwork for everybody? 
,

A: 	 No. Right now, doctors, nurses and patients are buried under a 

blizzard of paperwork. If you go to the doctor, you've got to 

fill out a bunch of different forms; and the doctor's got to 

fill out a bunch more. It's a waste of everybody's time and 

money. 


The Clinton plan will take all the forms offered by the 
'1500 different insurance companies and turn them into one~ 
WeIll cut costs and eliminate all the hassle* There will 
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be' less paperwork -- and better health care. 
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01 	 I don't believe you~ The qovernment's goinq to be ~ involved 

infhealth care but there will be leas micromanagemant ot 
doctors and hospitals? 

A: 	 That's right. In the current system, doctors and hospitals 
have to pass a lot of different inspections and fill out a 
lot of different forms. But none of it does very much to 
lm'prove the quality of care. 

Under the Clinton plan, the government will set standards 
-~ high quality, choice of health pla~s and doctor, 
security that you'll never lose your lnsurance, controlled 
costs, universal coverage and reduced bureaucracy. The 
government is going to provide you with security and make 
sure you get safe care -- but then get out of the way. 

,
Why are we chanqinq 90 much about health care?, 

l 
A: 	 Right now millions of American families live in fear of 

losing their insurance, getting some of their benefits 
taken away, or getting sick and stuck with an astronomical 
bill. The Clinton plan will provide American families with 
the security they deserve. 

We've had too many studies, reports and commissions. We 
know 	 the system's. broke -- it's time to fix it. And only 
c~mprehensive reform can fix what/s wrong. 

The Clinton plan will keep what works -- we'll improve the 
quality of care and maintain your right to choose a 
doctor. If you like your health care now, you probably 
won't see much day to day change after reform. 

But the system has got to change. Today the insurance 
companies have all the power. They pick and choose among 
consumers -- only covering healthy people and making a 
healthy profit. The Clinton plan will put consumers in the 
drivers' seat so that consumers get to pick and choose - ­
not insurance companies. 

• 
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Q: 	 Isn't it true that managed competition is untested? 

A: 	 Thel Clinton pian is not managed competition. It draws on 
elements of many different ideas that have been put forward to 
reform our health care system., 
It will draw on the best models -- at work today in 
communities all across America and states -- because what 
works in North Dakota won't work in New York. The plan 
will 	be a uniquely American solution to an American 
problem. 

The plan is based on the following principles: providing 
security for American families; controlling skyrocketing 
costs; improving the quality of care; increasing choice of 
doctors and health plans; and simplifying the system. 

Q: 	 What are we going to do to get doctors into rural areas? 
How can "managed competition" work in places where there 
is,no competition? 

: 
A: 	 Right now, two-thirds of rural counties do not have enough 

doctors. It's no wonder. Rural doctors provide more 
charity care than any doctors in the country, and they 
often get paid late. In many cases, rural doctors can't 
even take a day off because there isn't another doctor for 
miles around. 

The plan will include incentives for doctors to practice 
in: rural areas, and it will help break the isolation of 
rural doctors by encouraging networks with regional 
medical centers, hospitals and other doctors. 

I 

0: 	 Row will this reform help people that live in cities get 
high-quality care? 

A: 	 First, by providing a comprehensive benefits package to 
aliI Americans that emphasizes primary and preventive care. 
In t'oday' s system, too many Amer icans end up in the 
emergency room because they didn't get the primary care 
they needed. That's not right, it costs the system too 
m~ch money, and we're going to change it. 

And second, it will increase the number of doctors in 
urban areas by providing incentives for doctors to 
practice in cities and expanding the National Health 
Service Corps to reach more people in cities. 
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0: 	 will physioians be abl. to practice as they de now -- or will 

Bfq Brother loot over their shoulder? 
, 

A: 	 Let's get one thing straight. Under the currant system, doctors 
have too many people looking over their shoulders, second­
gUessing their professional judgement. And over the past twelve. 
years, increased regulation by the government has meant more 
ti.'me filling out forms and less time caring for patients. 

I 

The Clinton plan will change that. It will create a single 
insurance form --so doctors don't have to figure out the 
thousands of dlfferent forms used by over 1,500 different 
insurance companies today. It will simplify peer review 
and coordinate inspections. 

It will protect Americans l health safety and make sure you 
get the best care possible, but stop Washington from 
micromanaging doctors. So that doctors will be freed up to 
do what they do best -- deliver the highest quality care 
in the world.,, 

Q: 	 will this plan do anythinq about all those crazy lawsuits? 

A: 	 Yes, it will~ In the current system, doctors are forced to 
spend too much time practiCing "defensive medicine" - ­
performing extra tests because they're looking over their 
shoulders for lawyers. It's not helping to improve care - ­
but it is helping to drive doctors out of the profession 
and make costs go sky-hiqh~ 
I 

The Clinton plan will include serious malpractice reform 
that protects doctors and patients but reduces frivolous 
lawsuitsw And it will let doctors return to what they were 
trained to do -- delivering the highest quality of care in 
the world~ 

Q: 	 Will the nov system reduce doctors I independenoe and force them 
into a qroup practice or HMO? 

A: 	 No. Doctors will be able to continue their private 

practice, enter a group practice, join a network of 

doctors and hospitals or enter into several different 

arrangements. It's up to each doctor. 


O. 	 will I be able to stay on Me4icare1 

A: 	 ;Yes. Older Americans will still be able to receive their 

'Medicare benef i ts as they do today. 
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after reform -- they can continue to get care the way they do 
today or tbey may be able to get their Medicare benefits 
through different health plans offered under the new system. 

! 
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Q: 	 Medicare bas the most bureaucracy and red tape in our current 

health system~ If the president's plan retains Medicare, how 
ls'tbe new system qoinq to reduce my paperwork and hassles? 

A: 	 The current system is choking on paper. Forms breed more forms. 
Checkers check checkers who check checkers. Doctors and nurses 
spend more time with paper than patients; and the quality of 
care suffers as a result. , 


, 

The Clinton plan will introduce a single insurance form to 
replace the thousands of different forms used by over 
1,500 different insurance companies today~ To reduce some 
of the difficulties posed by the Medicare program, peer 
review will be'simplified and inspections coordinated. And 
the, Clinton proposal reduces micromanagement of doctors. 

I 	 . 
How can you have a comprehensive health reform packaqe that 
dQesn/t comprehensively CQver lonq-term care? 

A: 	 This plan will take the biggest step forward ever to address 
the need for long-term care. TodaYt families allover this 
country live with the constant fear that they're not going tobe able to take care of their parents when they get older. And 
those with severe disabilities face tremendous financial 
troubles. 

I 

The Clinton plan takes vast strides toward covering home­
and community-based care with a special emphasis on 
creating ways for older Americans to continue to live in 
their own home and communities with dignity and 
independence. And it gives you the security that your 
parents or relatives with disabilities will qet the care 
they ,need as they grow older~ 

2: 	 Won't your plan lead to job losses in,the insurance industry? 

A: 	 Health insurance remains a small piece of the insurance 
industry + Efficient insurance companies are likely to do well 
and are likely to go into the business of running health plans. 
Others will put a greater emphasis on other kinds of insurance.,,
Looking at the health care industry as a whole, there will 
be a shift in jobs~ More people will be directly giving 
carel and fewer people will be filling out forms. 

Q: 	 will the plan cover undocumented immigrants? 

A: 	 \No. Only American citizens and other legal residents will 
:be 	able to get the comprehensive benefits package. But 
undocumented residents that currently receive coverage 
under community-based programs and Medicaid will continue 
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to do so. 
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Q; 	 When is the president going to release his plan? 

A: 	 The American people deroanded action on health care in the 
1992 election, and the President is committed to passing 
health care reform this year. He is still consulting with 
members of congress and others on eaxactly when to 
introduce his plan~ 

Q: 	 I; heard this plan was oooked up by a buncb of government 
bureaucrats. Why weren~t there doctors involved? 

A: 	 More than ~oo doctors~ nurses and other health 
professionals were involved with the President's Task 
Force on Health Care. But the professional lobbyists did 
not write the legislation. That's why you heard complaints 
from some of the special interests in Washington. 

The Task Force effort was the most thorough and inclusive 
policy~making process in American history. The process 
directly involved more than 500 people from allover the 
country. And Mrs. Clinton, the Task Force t and other 
members of the Administration reached out to over 500 
groups for advice and input. 
I 
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... "I invite you to join the dehate. W That's what President Clinton said directly to the National Federation of 
Independent Business yesterday as he spoke to them about the economy and health care. Saying they would not 
always agree, the President told the NFIB that be would meet with representatives of small business on a regular 
hasis...just as he now meets with corporate CEO's. 

... But the President made it clear ... reforming health care is a priority and it will be done. 
" ... J us,Jure you Ihal we"re all going to be belfer off if we enter into an hone,JI debate and try to work through this. 
and we Iry to resolve it. The worst thing we can do is to leave it alone; and especially, the worst thing we can dofor 
the small business sector, because bigger employers will figure OUI how to get managed care atui they'll just go 
around this whole health insurance system we have today. Everybody else is going to be OUI there just strung up. So 
we must face it. And we've got to provide some means ofcovering people, letting them change jobs, and having 
people haW! this without going bankrupt. And that is something that I am deeply dedicated 10. " 

... Writing for Knight-Ridder newspapers, R.A. Zaldivar reported that several members of the NFIB were not 
necessarily opposed to:a plan that asks all employers to contribute to the costs of their employees health care. Bill 
Blackburn of Ramen Tools in Kent, Washington was quoted: WI believe the mandate would be OK with me in my 
thinking. We are paying for these costs anyway.· Byron Green of Indianapolis said: "We don't like to be told what 
we're supposed to do, but if employees have to pay a portion, I'd feel a little bil more free 10 do it.· Even an NFIB 
field representative was quoted: "Small·business owners are going to have to accept responsibility for paying. " 

... Here at the White House, we've centralized information lor health care refonn into room 160 of the DEOB. This 
nerve center will quickly respond to questions and concerns regarding the President's health care plan. Representatives 
from key White House departments will be available and can be reached at 202456·2566. This means you won't have 
to call all over the White House to get health care information. The fax number is 202456-2362. 

, 
... We want to hear fr~m you. Feel free to give us a call or fax infonnation, including newspaper clips. Those who 
oppose health care refonn are sparing no expense to frame their message early. If you see clips or direct mail, please fax 
it over to us. 

Health Care Refonn TodayuThe White Houseu202456·2566uFax: 202-456-2362 
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*More evidence of the health care problem. ouring hearings in 

Scottsbluff, Nebraska yesterday, the AP reports that Or. vince 

Bjorling said cost-shifting is 

a major health care problem. ulf my ~patient needs Tylenol, 

and I order him two Tylenol, the hospital may charge him 

$15." We all know that is too much to pay for Tylenol. 

Today, people who have insurance pay for those who don't. 

Yesterday's hearings, sponsored by two Nebraska Committees 

appointed by Governor Ben Nelson, heard a steady stream of 

concerns as to why health ' 

care refor'm is needed~ 


*Yesterday, at the joint House-Senate message meeting, the 

First Lady received 

valuable sU9gestions and advice about the importance of a 

multi-faceted communications strategy. The Administrationts 

communication effort will provide quick information to Members 

of Congress, elected officials, the media, health care 

constituencies and consumers. The White House comrnuniciations 

center in room 160 of the OEoa is central to this goal. for 

more information, you can contact us at 202-456-2566. 


I 
*Good news on health care from Cong~ ~ewt Gingrich. Talking 
to reporters following the weekly bi-partisan leadership 
meeting ~ith President Clinton. congressman Gingrich indicated 
to the AP that dealing with health care this year may be 
easier than he thought. He said: If •••my guess is there is a 
lot of 9r~und for commonality." Hets right ••. that's why White 
House staff will continue to consult with both Democrats and 
Republicans on health care. 

*Today, First Lady Hillary Rodham Clinton will participate, 
via satellite, in a ceremony marking the signing of the 



, 
Missouri Health Care Access Bill. The bill recognizes that to 
improve America's health care system, high quality, 
cost-effective care must focus on keeping people healthy, not 
just treating them once they're sick. , 

*A common question is what will the national health care 
reform effort have on the reform movement that is ongoing in 
the states. states who are tackling health care should be 
applauded •• ~ but everyone seems to agree that this cannot be 
done by the'states alone. controlling costs, providing 
security and guaranteeing all Americans a comprehensive 
package of ~enefits are challenges for our entire nation to 
solve. Under the President's proposal, the federal 
government will provide a broad framework for providing 
security and controlling costs. states will continue to play 
an essential role in making those guarantees a reality for all 
citizens. 
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