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TO: Carol Rasco
FROM: Bruce Reed
SUBJECT: . Personal Responsibility and Health Care

DATE: - |©  May 21, 1993

{

I hopej you have a chance to bring up the idea we discussed last week, of
using the P{eialth Security Card to inspire personal responsibility.

H behave that linking opportunity and responsibility —- as the Clintons have
always donei-~ will help a 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| ihey knew that nobody will pet something for nothing.

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

1 Y:m lose your Health Se&arzty Card if you don't py 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 t;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 they 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 payment;ﬁ themselves. .

|

2. If childbirth is covered under the minimum benefit package,
hospitals should be required to ask the mother’s cooperation in
estabhshmg paternity, Over the long term, the key to improving child support
enforcement is ﬁstabhshmg paternity -- and t,he best place to do so is in the
imsp}mi where the father is present 80% of the time. Assummg 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 Healih Security Card if you drop out of high school for 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, evén though it wasn't a Presidential issue,
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February 11, 1999

The Honorable Donna E. Shalala
Secretary | \

Deparament of Health and Human Services
200 Independence Avenue, S.W.

Washington, D.C. 20201
Dear Seeretary Shalala:

Lastmonth, the Geoeral Counsel at HHS, Harriet Rabb, issued a memorandum to Dr,
Harold Varmus Director of the National Institutes of Health, supporting the legality of using
taxpayer funds for research on stem cells taken from Hving human embryos. Shortly thereafier,
and using the Rabb memo as a basis, Dr. Varmus announced that NIH will reverse current
~ federal policy and begin funding research which relies on the mutilation and destrucncm of
human embryos.

We wish 10 eXpress 1o you, in the strongest possible texms, our objection to Ms, Rabb's
memo and to Dr. Varmus's decision. Any NIH action to initiate finding of such research would
violate both the letter and spirit of the ¥ederal law banning federal support for research in which

_human embryos are harmed or destroyed.! Rather than providing guidance on how best 1o
implement the law that Congress enacted and the President signed, the memorandum appears 1o
bea careﬁﬂly worded effort to justify transgressing that law.

Is her memorandum Ms. Rabb makes significant errors on the way to her conchusion that
it would be permissible for NIH to fund research using stem celis harvested from human
embryos. We call upon you to correct the Gma:ai Counsel’s interpretation and to reverse Dr.
Varmus’s deeision.

t Since January 1996, Congress has included in the annual Labor, Health and
Human Servzecs, Education Appropriations Act a section prohibiting funding for this type of
ressarch. ‘Ecctwn 511 of the most recently enacted research funding bill, Public Law 105-277,
provides {in paxt) that--

(a) Nﬁm of the funds made available in this Act may be used for—
{1) the creation of a human embryo or embryos for ressarch purposes; or
(2) research in which 2 human embryo or embryos are destroyed,
émaz\dad or knowingly subjected to risk of injury or death greatey than that
allowed for research on fetuses in utero under CFR 46.208()(2) and section
498(b) of the Public Health Service Act (42 11.5.€. 289g(b)).
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The Honorable Donna E. Shalala

At the start of her analysis, the General Counsel unilaterally narrows the meaning of
“rescarch in which a2 hurman 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 she limits the
scope of the law passed by Congress and signed by the President. While the acr of destroying or
injuring an embryo would certainly be ineligible for Federal funding, the law has a broader
application. It also bars the use of tax dollars to fund research which follows or ggpgnd_s_upgm
the dcstrucuon of or injury to a human cmbryo

Congress could have structured paragraph (2) of subsection (a) of the law like paragraph
(1) and simply prohibited the use of funds for the destruction or discarding of human embryos.
We did not do that, and by established rules of statutory construction, HHS may not construe the
law’s provision on “research in which” embryos are destroyed as narrowly as its provision on the
creation of embryos.? Instead, we prohibited the funding of research projects in which the lcthal
dissection or harmful manipulation of living human embryos is a necessary prerequisite,
including projects where the material used in the experiments is obtained by destruction of an
embryo that would not otherwise be done {or not otherwise done in the same way), In
congressional testimony, Dr. Varmus has confirmed that it is impossible to obtain stem cells
from embryos for thesc cxperiments without destroying the embryos.

The Rabb memo also ignores the policy reflected in current law on fetal tissue
transplantation rescarch 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 fetal tissue transplantation experiments following an abortion if the timing and method
of the abortion were altered solely for the purpose of providing usable tissue for rescarch. Yet, in
the embryonic stem cell research which NIH proposes to fund, the timing, method and
procedures for destroying the embryonic child would be determined solely by the federally
funded researcher’s need for usable stem cells.

Finally, both Ms. Rabb’s memorandum and Dr. Varmus's testimony before a Senate
subcoramittee present 4 new definition of “human embryo” that would updermine both the
congressional rider on embryo research, and the President’s own 1994 directive against using
fedéral funds 1o 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 support whatsoever in federal law,

1

2W’han 4 law has two parallel clauses, one of which is deliberately written in broader
terms than the other, it may not be interpreted to have the same meaning as the narrower clause.
See Russello v. United States, 464 1.S. 16, 23 (1983), and cases cited therein.
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chcrt!wicsis, researchers are already offering to use damaged human embryos in their
destructive research or even to engineer lethal defects in advance into the embryos they create
for such research, in order to take advantage of this Administration cover and ignore the
congressional and presidential directives altogether,

For more than 20 years, Federal laws and regulations have protected the human embryo
and fetus from harmfiul experimentation at the hands of the Federal government - regardfess of
whether the enibityo 1s "perfect or damaeed, wa anted, intended for abortion or
intended for live birth, This area of law has provzéed a bulwark apainst govmmmt’s misuse
and exploitation of hurman beings in the name of medical progress. It would be a travesty for this
Administration to attempt to unravel this accepted ethical standard.

We urga you 1o review this issue carefully, and to put a stop 10 & proceeding which so
¢learly does violcncc to the meaning and intent of Federal law,

Sincerely,
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MEMORANDUM FOR ERSKINE BOWLES

FROM: Ehris Jenmings

SUBIECT: - HMOQ disenrollment from Medicare and Response by Administration

e . John Podesta, Rahm Emamucl, Jack Lew, Bruce Reed, Gene Sperling,
Ron Klain, Larry Stein, Sylvig Mathews, Elena Kagan, David Beier,
Janet Murguta, Dan Mendelson

We are atiempting to schedule a meeting later this morping with you, Secretary Shalala and
her staff 1o go over a range of options that could respond 1o Health Maintenance Organizations
{(}MOs) that chose to selectively terminate some of their plans from participation in the
Medicare pmgmm Because of the growing news coverage of this issue, Rahm and Bruce
believe it is advisable for us to move quickly to determine our strategy and public positioning
on this issue. ’i‘ hey asked me to draft this memo in preparation for such a meeting.
Rackground

As of late last night, HHS had not compieted its analysis of the tmpact of the roughly 25
(mostly large) HMOs that chose to selectively terminate some of their plans from participation
in the 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 373 counties.
Because the Medicare program has about 6.5 million of its over 38 million beneficiaries in
HMOs, about 3 percent of Medicare HMO enrollees and about 1 percent of the entire
Medicare population seem likely to be impacted in any way at all. Having said this, because
most of the beneficiaries affected will have another Medicare HMO option in their county,
there appears (¢ be a much smaller number of beneficiaries enrolled in HMOs (hetween
30,000 and 80,000 -- about 1 percent of the Medicare HMO population) who will no longer
have any such option. (They will, however, always have access to their traditionat fee-for-
service plan, ;;s: well as to at least some supplementary "Medigap” coverage.)

!
{
l
|



Congressional reaciion, The Congress, so {ar on a bipartisan basis, has been eritical of the
decision by some within the HMO industry to sclectively withdraw from Medicare. On
Friday, the Republican Leadership left the Commerce Commitiee in the bands of the
Democrats and some of their party’s most vociferous eritics of HMOs (such as Dr. Ganske) w
excoriate the mduszry s representative,. Mr. Thomas, the Chair of the Ways and Means
Subcommities Qrz Health, has also indicated at feast his initial support of our decision rot (0
aliow plans 1o ciwg&, more andfor reduce bencfits, Having said this, members of states that
will be {ltsprc}pertmmtefy affected can be counted on to pressure us o take more actions.
Senator Dodd haq already weighed in, and we can be sure others will follow,

Reaction from f{:e AARP. The American Association of Retired Persons (AARP) support last
week's decision by the Administration to reject the industry’s request for changes in their
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 1o the plan
terminations from the program. Although they acknowledged that their sentiments may
change as more beneficiaries complain, AARP tndicated that they now see no reason {6 move
quickly to respond to initial "scare” articles by taking any pesition that appears to reward "bad
apple” 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 10 see how big the problem 15 and how the public
responds to it before taking any formal, final position. They think a quick tough position may
unconstructively unify the HMO industry against us.

'Options to Res'pond to HMO Industry's Actions,

Before briefly z}uzimmg some options, it is important that you are aware of actions we can and
should take regardless of our broader sirategy on the Medicare HMO-issue. Clearly, we must
be quick to ensure that HCFA collaborates with the aging advocates (like AARP), the aging
network (like the Aren Agencies on Aging), state-based insurance counselors, and others in
and outside the Administration to ensure that beneficiaries in inpacted areas know that they
can always return (¢ the program’s fee-for-service plan. Beneficlaries also need to know that
the law requlres Medicare supplemental insurers to offer beneficiaries access {0 ceriain
“Medigap” coverage without being underwritten in any fashion, As a result, msurance that
fills in the voids that Medicare does not cover is truly accessible for this population, Finally,
to illustrate our commitment to find ways to assure this never happens again, we may aiso
want to indicate our intention to introduce legistation that would help ensure that this never
happens again. {For example, we might want to contemplate provisions that penalize plans for
“cherry-picking” the bigh reimbursement areas or disallow HMOs to enter any new market if
they have withdrawn in others.) Being proactive could help immunize us against any
suggestions that we are insensitive to the needs of the beneficiaries.
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Explicitly announce a "no action is merited” pesition. In short, draw a line in the
sand quite publicly and reject any proposal o allow HMOs to shift costs back onio
beneficiaries, Blame any subsequent mess on HMOs who signed a contract in May and
who now want (o renege on their commitment. Highlight all the "sellish” reasons why
some HMOs are dropping out and underscore our commuitiment to never be "black-
mailed” into changing the contracts we signed on behalf of the heneficiaries.

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

Cons: Republicans, some Democrats, and AARP may feel we are acting too politicaily
and tco abruptly; Charges of callousness to harmed beneficiaries may ensue; 1 we
don’t stay tough throughout inevitable “horror™ stories, we wili look much weaker,

Tacit "do nothing" pesition, but leave deor (quietly} open option. Under this
scenario, we would continue (0 say we are looking into impact to determine severity,
but would say we continue to be skepiical that there 15 a vahid argument (o do anything,
We would background the press on the weaknesses of the HMOs® arguiments, but
would hint that we might not reject oul of hand any future intervention ;;_z}zxr review
turns up major problems for beneficiaries.

Pros: Appears that we are standing up to the industry, but also gives us time and
flexibility in case we want (o alter cur current course; would likely be supported by the
Republicans and AARP for now, might be safest -- but certainly not boldest ~option
for the moment,

Cons: Could appear weak and indecigive; In the alternative, could appear we are
insencitive to beneficiaries’ woes; Opens door to HMUOs to come in te cut 2 deal that
may viewed by the validators as setting very bad precedent for the Medicare program.

Expedite approval of new plans coming ints counties now not served. This option
would highlight our commitment (¢ work with and give expedited approval to HMOs
that were not in a service area when another HMO dropped its coverage, These so-
called "good-puy” plans could give a less comprehensive benefit or cost-sharing
g}?z}zet:ti(}n package than the one that it would replace.

Pros: Rewards good players and punishes “bad apple" HMOs; Supports our contention
that we are taking reasounable actions to help beneficiaries keep access 10 an HMO
option; In combination with base administrative and legislative package {outlined
above), would illustrate that gur "first and foremost” commitment ts to benefickaries -
nat HMOs,

|
|



Cons: Very few new plans can be expected 1o come into these marginal markets;
Will not sigoiftcantly reduce the number of “victim" stories that will be reported,
Makes us potentially more vulnerabie to criticism that we did not do everything we
could to help beneficiaries; If we pursue this option but eventually cave to HMOs'
desires Tor other plans to get a simifar offering, we would be percetved as very weak,

!

i

4, Expedite 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 2 plan that withdrew
from a service area, which now has no HMO option, to downgrade its benefits package
to a level the HMO believes is financially viable.

: , .
Pros: Would help more beneficiaries at least retain spme of their current HMO
coverage; Would be more responsive to the inevitable pressure from the Congress io do
more to give hope that plans will come back; and 1f - as is likely -- the old HMOs do
not come back, it is easier to lay the blame on them. {In other words, we did
e:vt:ryzhiing the HMOs asked for and they still did aot come back.)

Cons: Rewards bad aciors; Makes us look smnewhat weak -- as though we backed
down from pressure of the HMOs, Sets bad precedence for Medicare for future gimslar
dispuieé: with the industry (unless our administrative/legislative package makes it
appear certain that we cannot or would not be able (o do this again }

5, *Third way" eption: {ry to split the difference between option 3 and 4 {6 attempt to
get the best and avoid the worst of both options. It might be possible {although we
are still trylag t0 develop a way (o0 rationally apply this option) to allow only new plans
in, bt to give the HHS Secretary emergency authority to approve -- i selecied cases -~
applications from HMOs from the old service area to come back ito the county.

Under this approach, no such plan could even be considered vnless it was clear that no
new plan was a contender. There would have to be additional eriteria 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 (o beneficiaries’ concerns
without backing down to the "bad apple” HMOs: See #4 above for similar pros,

Cons: 'Could be vulnerable to charges that it is "100 cute byg haif;" Might not be able 10
develop criteria that provided enough direction/cover to the Secretary to differentiate.

Conclusion. There may be other options, but the above sutlines what is most likely to be
discussed later today, The White House staff (DPC, NEC, OMB, OVP, Rahm, stc.} has not
made any final recommendations. In general, however, the White House tends to want o 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 siaff scemed to be cooling o 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 1o go over their preliminary analysis and
options. We will advise you if anything anusual comes back te us prior to your megting.
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To: See the aistribution list at the bottom of this message
| . '
cc: L.

Subject: ECongressionaI Meeting Tomorrow at 11:45 am
- T - . - ;

. Hello sveryone. Just wanted to make sure that your boss had the congressional meeting tomorrow at
;1145 am in the Cabinet Room on histher schedule. The meeting is to discuss the health components in
reconciliation and the following Members are expacted to attend:

Rep. Bill Archer (R-TX)

Rep. Charles Rangel (D-NY)

Rep. Pete Stark{?(D-CA) B . ‘ :
Rep. Bill Thomas (R-CA) '

Rep. Tom Bliley (R-VA)

Rep. John Dingell (D-MI) -

Rep. Michael Bilirakis {(R-FL)

Rep. Sherrod Bli'ovm (D-OH)

- ”

Thanks, . |
Ann

Message Sent To:'

Cérole A. Parmeles/WHO/EOP .

Sara M. Latham/WHQ/EQOP ’
.+ June G. Turner/WHO/EQP
Michelle Crisci'WHO/EOP
Bessie M. Weaver/OMB/EOP
Melissa Green/OPD/EOP
Virginia N. Rustique/WHO/EOP
Elisa Millsap/WHO/EOP
Alice H. Williams/CEA/JEOP
Debbie B Bengtson/OVP @ OVP
Cathy R. Mays/OPD/EOP
Sarah A. BianchiyOMB/EOP
Ja150n 8. Goldberg/ WHO/EOP

|
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TALKING POINTS FOR CONGRESSIONAL HEALTH BUDGET MEETING
Jane 3, 1997

i

i
. HISTORICAL OPPORTUNITY. This budget offers an unpricedented opportunity to
pass the most significant health care reforms since Medicare and Medicaid were enacted
over 30 years ago. 1f we succeed, we will:

- Modernize and reform Medicare, extending the lifc of the Medicare Trust Fund
for well over a decade, and lay the foundation for addressing the long-term
financing challenges facing the program;

- Oiter states unprecedented flexibility 1o efficiently administer Medicaid; and
- Extend health care coverage to millions of uninsured American children,

. BIPARTISAN PROCESS. We are at this point because of your cooperation and
difigence in putting the interests of goed policy ahead of partisan politics. This ocourred
both in the negotiations leading up to the budget agreement, and in the preparation for the
upcoming mark-ups.

. In particula}r, Chatrman Archer, Chairman Bliley, Subcommitiee Chairman Thomas, and
Subcommittee Chairman Bilirakis deserve great 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 GROUND. The result of this bipartisan work is a foundation of policies that
we all agree will belp reform the entitfement programs. These mchude:

- Mademizing the program by offering more plan cholees to Medicare
eneficiaries. Mr. Thomas, vou have been a leader in this garea.

1
- Reforming the feedor-service progeam through prospective payment systems for
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 Medicald. Mr. Stark and Mr, Dingell, vou have led the way
here: and

- H

- Providing new Medicare preventive benefits, such as screening for cancer and
diabeies self-management. Mr. Thomas, Mr. Bilirakis and Mr. Stark have worked
diligently on these 1ssues.
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PRIORITIES, Atthe beginning of the Congressional mark-up process, [ would like to
emphasize several of my priorities,

MEDICARE

Prudent purchasing reform. 1 share your belief that Medicare will survive ofly
if we take from the private sector its best lessons in competition and negotiation.
That is why I hope you give serious consideration 1o proposais that give the
Secretary the authority 1o negotiate lower prices through competitive hidding and
other similar market-oriented mechanisms.

Immediate home health reallocation. | suppornt the immediate reallocation of
leng-term home health care to Part B because it is good policy. There is no reason
to phase it in over time. Doing so will reduce how much we extend the life of the
’}”r{;sz Fund by at least two vears. -

Carving out academic health center payments from managed care. [ believe
we should miske it a priority Tor medical schools and other teaching facilities to be
directly compensated for their unique additional costs -- and not dependent on
whf:th(?f managed care plans pass on the payment we give them fer this purpose.

|
Medical Savings Accounts (MSAs). Everyone in this room knows [ have major
coneerns about a new Medicare Medical Savings Account. Such an approach will
- according 1o CBO -~ cost the Trust Fund money and has great potential to
adversely select healthy populations away from the traditional program. 1 don’t
betieve we should move in this area.

MEDICAID

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

k
[

Medicaid investments, Our investments were explicitly referenced in the budget
agreement. I we can maintain our DSH savings -~ as | believe we can, we should
henor the agreement on the invesiments. =

CHILDRENS HEALTH INITIATIVE

-

:
Efficient investment for children’s coverage. One issue that | feel the most
strongly about is the opportunity to expand children’s coverage. I look forward to

upio 5 million children,
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budget investment. 1 bave become cezwmceé iEzai th{:s& zz;}pramizés ars
administratively burdensome, costly and would not most efficiently pick up
uninsured children, Therefore, | believe that the $16 hillion should be used
lhroug_,h Medicaid or a capped mandatory grant option. I, however, you propose
mx incentive options in the context of vour tax cut proposals, | om open to
reviewing them fo determine their priority relative to other tax cut proposals,
|
|
CLOSING. While we will not agree on everything at the beginning of tlus process, T 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.

= mea—



" HEALTH CARE: BUDGET STRATEGY

MEDICARE

Issues in
Disagreement

Mark-Up Status

Policy Options and Process

Final Policy Goal

Medical
Savings
Accounts
(MSAs)

House Republicans will

include program-wide MSA

option, similar to what was
included in the BBA. Rules
governing MSA are currently
unclear -- as is CBO scoring.
House Dems will likely try
to strike/alter provision.

Since Senate Finance may not
have MSAs, taking an immediate
position on a demo may be
premature. NEC/DPC 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.

Eliminate the
provision altogether
or, if necessary to
finalize an
agreement on
Medicare, develop
an acceptable demo.

Medical
Malpractice

Republicans will include a
BBA-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
Health Center
“Carve-Out”

The House Mark will not
include our proposal to
“carve out” the portion of
managed carc payments
being credited to plans for
their costs of contracting out
with teaching and DSH
facilities.

Not many policy options other
than to either keep or eliminate
the “carve-out.” The Senate
Mark will likely retain the
President’s provision. (High
prionity for Moynihan.) POTUS
may want to stress as priority
with Members.

Work to get
conferees to recede
to likely Senate
provision.

Home Health
Reallocation

House and Senate
Republicans (with exception
of Commercc Committee)
will change our policy to
phase in not only the
premium increase, bul 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

Should continue to argue for our
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.

Strongly push the
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).

rationale for the transfer.




Issues in
Disagreement

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
Lo purchase medical devices, lab
services, etc. HHS should be
empowered to continue to
advocate for them, even though it
will be very difficult to get
Congress to respond. The
meeting with the Members might
be a good opportunity for the
POTUS to push this initiative.

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

Medicare
Commisston

;Republicans or Democrats
may include language in the
Mark or in subsequent
amendments for the
establishment of a bipartisan
Commission to address long-
term Medicare financing
challenges.

NEC process that had been
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.

Get out in front of
the issue so that the
President -- not the
Congress -- has
greater influence
over the structure of
any Commission.
Ensure nothing gets
passed on this issue
that we cannot fully
support. Preferably
work out an
agreement on the
handling of this
issue outside of the
budgct agreemeni.




HEALTH CARE: BUDGET STRATEQY

MEDICAID

Issues in
Disagreement

Mark-Up Status

Policy Options

Final Policy
Goal

Dispropeartion-
ate Share
Haspital (DRH)
Payment
Reductions

B ey ey T e

$15 billion in scorable
[38H savings {roughly the
amourst we assumed) will
require $20 biflion in
dedicated cuts bic of CBO
25% leakage assumption.
Committees -- responding
to heavy lobbying from the
Covernors and hospitals -
are reducing DDSH cut to
about §9 billion by
downsizing (non-kid)
investmenis (see below)
and increasing savings
from flexibility provisions.
Reportedly, allocation of
‘rernaining savings hits high
DSH states quite hard.

NEC/DPC process reviewing
all possible ways {0 reduce
DXSH cut without reducing
any investments. This
means we are focusing on
additional flexibility options
that CBO would score.
Bevond the flexibility
options we already assumed,
our only other real option is
ta save 35 billion by
allowing states {0 use
Medicaid rates (rather than
Medicare rates) for dual
cligibles. Problems tnclude
{1) Negative impacts on
praviders (and possibly
beneficiares) AND

{27 A $4.4 billion offset from
Medicare.

Paint out that the
siates won a big
victory with the
elimination of
the per capita
cap and push for
ali or most of the
$15-16 billion in
DSH savings
assumed in the
budget
agreement. Link
thesc savings to
need for better
DSH targeting
(outlined below)
and the need to
protect invest-
mienis {also
outlined below.}

DSH Targeting

.

Our rationale for relatively
significant DSH savings
was hnked directly to owr
ability to better target the
state spending of these

dollars on those

institutions that really did
disproportionately serve .
the unisured. Last night,
we learned that the House
Commerce Mark may have
a maodest targeting
provision. (This is news,
since we thought they
would have none as a
result of opposition from

the Governors.}

HHS, OMB, DPC and NEC
will review House targeting
fanguage as soon a5 avatlable
to determine adequacy.
{Their provisions will likely
be insufficient to respond to
the concerns raised by the
public hospitals, the
children’s hospitals, and the
unions). We are in the
process of developing
alternatives. More likely,
though, we will buitd off
whatever the Hill starts with
-- this is & major
provider/union/state issue
that is extremely
complicated and {ormula
driven.

To achieve the
best possible
agreement an
{argeting, most
likely by
pursuing 2
conference
strategy. Final
policy wall likely
not emerge until
the very end,




Issues in
Disagreement

| Mark-Up Status

Policy Options and Process

Final Policy
Goal

Medicaid
investments

In order to reduce the size
of the DSH cut, the House
Republicans are reportedly
planning on dropping $2.7
billion in Medicaid
invesiments for:

-- D.C.($900 million),

-- Puerto Rico ($300
million), and

-- Low income Medicare

beneficiary protections
($1.5 billion)

that were called for in the
budget agreement.

So far, the Republicans
have not reduced the
dollars allocated for
children’s health (or other
“below the line
investments™) to take care
of their DSH problem.
The House Republicans
are planning to show the
Governors budget tables
that illustrate that with a
new block granted
children’s program (with
virtually no strings

" | attached) they will have the

same Or more resources
than they would have had
with their DSH payments.

If the weekend reports are
true, the House Republican
Medicaid budget would be in
clear violation of the budget
agreement. Until the
NEC/DPC process can meet
to review the implications of
these provisions (not untit
later this week), we of course
would maintain our budget
agreement position. The
question is what, if anything,
should the President say in
his meeting with the
Members on this subject?

It is worth noting that both
the Democratic and
Republican staff on the
Commerce Committee are
asking us to consider using
Medicare savings to offset
the $1.5 billion low income
beneficiary protections cost.
(This illustrates how difficult
everyone is finding it to get
savings from DSH.) If the
Republicans include an MSA
in their Mark-Up, one idea
might be to use the savings
from the elimination of the
MSA to pay for this
investment.

Protect most

if not all the ~
investments we
won in the
balanced budget
agrecment
discussions.




HEALTH CARE: BUDGET STRATEGY

CHILDREN'S HEALTH
Issues in Muark-Up Status Policy Options and Final Pelicy
Disagreement Proecess {oal
Tax Despite the fact that CBO and | The Thomas/Gramm Limit invesiment
Deductions as | other outside, independent approach is nconsistent 1o either/or
Use for Seme | validators have concluded that | with the budget agreement | Medicaid or a
of the §16 tax incentives are clearly not uniess we explicitly alter new capped
Billion the most efficient policy our current NEC/DPC- mandaiory
Investment for | option to insure children, the cleared position against it, program, unless
Children House Ways and Means Our first priority i$ 10 the funding for

Commiitee {Mr. Thomas) and
the Finance Subcommitice on
Health Chairman {Senator
Gramm} seem intent on
allncating between $3-6 billion
on tax deductions {including
MSAs, under the Gramm
approach) aimed at providing
 insurance for children.

ensure that we push the
Committees back to the
Medicaid and/or Capped-
Mandatory approach that
was outlined in the budget
agreement. Tuesday’s
meeting would be a good
time for the POTUS to say
that tax approaches shoukl
be ken from the {ax et
allotment {(if used at all},
raiher than from the $16
billion set-aside for kids.

the tax incentive
alternatives does
not come from
the §$16 billion
children’s heaith
investment (and
the altcrnatives
are policy,
defensibie).

Allocation of
Investment
and Optimal
Children’s
Health Policy

‘Because Mark-Up is not uniil
‘next week, we do not know
exactly how the Commitiees of
jurisdiction will aflocate their
dollars between Medicaid and
a new grant program. It seems
clear that Finance Commiitee
will spend much more on
Medicaid than on grants, and
the Commerce Committec will
do just the opposite.

}z also looks likely that the
Fimance Committee will place
much greater accountability on
the Governors to assure that
dollars are used to pay for
uninsured children (and not
gurrent siate liabilities) and
that they are spent on a
“meaningful” benefit.

The NECAPC process is
developing policy options
for consideration by the
Principals. We believe g
policy that expands
Medicaid {o a certain,
relatively low percentage of
noverty, supplemented by «
new capped grant program
for children in higher
INCcomes, seems o represent
the most advisable policy.

The NEC/DPC Deputy’s
policy team is reviewing
options on targeting, state
accountability, protection
against state or employer
substitution, benefits, ete.
that could be ready for the
Principals early next week.

To pass
tegisiation that
most efficiently
and successiully
provides a
“meaningful”
tnsurance benefit
to the largest
number of
uninsured
children.
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! TALKING POINTS ON HEALTH CARE TASK FORCE
" AND THE "TOLLGATE" POLICY DEVELOJPMENT PROCESS

WHAT 'I'HE TASK FORCE IS . [’

President Clmton established the Task Force on National Health Care Reform to develop a
proposal that would bring spiralling health care costs under control 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 corners, prepare health care reform leglslatlon that he can submit to Congress
within 100 days. Presxdent Clinton’s Joint Address to Congress emphasized that Washington can
delay no longer' the American people demand health care reform now.

Demonstratmg his level of commitment to solving this complex problem, the President appointed
- First Lady Hillary Rodham Clinton to chair the Task Fagrce. As President Clinton said, the First
Lady is not only experienced but is capable and effective at bringing people together around
complex and dlfﬁcult issues to hammer out consensus{and get things done.

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

POLICY DEVELOPMENT: THE "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” -- ensuning that all issues are considered, all questions are
discussed, andthat 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 angl savings projections are sound, and that all legal concerns are addressed.



AN INCLUSIVE PROCESS . . .

The Prasidenti feels strongly that this be an open and inclusive process, and has stmetured the
system 1o encourage participation from all levels of government, all sepments of the health care
industry and the business community, and the American people.

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

In an attempt to make health care reform respond to the concerns of both those who receive
health care and 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 panels 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

Reprf:semaiivés 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 Amenican people.  All groups
have been encouraged to submit written proposals and many are being brought into the White
House 1o mest personally with Ira Magaziner and other working group members,

In 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 heaith care problems. And whether it be a hospital administrator’s treatise on
- malpractice reforms or a widow’s handwritten letter expressing outrage at her skyrocketin
preseription drug costs, each inquiry is taken seriously, channeled to the appropnate workmng
group, and given immediate consideration.

}

The First Lady has been travelling throughout the nagon @iking to the Amencan people about
their health care concerns and their suggestions on how to reform the svatens. 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 -- who are eager to contnbute to the Task Foree as it develops its
proposal for comprehensive health care reform.

e
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THE WHITE HOUSE
WASHINGTON

June 16,1994

MERMORANDUM FOR WHITE HOUSE STAFF:

Quer e next fow weeks, the lealth cate reform debate wil
essentially turs to one key issuer Universal Coverage.

The fight for Universal Coverage is the fight for hard working
miiddie-class Americars. Without Universal Covernge, millions
of widdle-clags Americans will be left uninsured, and miflions
more will Hye in constant fear of losing theldr insoratce,

Aunched Is our argament for Universal Coverage, and the
impact of 4 non-Untversal Coverage plan on middlesciass
Americans.

Please take some time 1o review this materisl. With your help,
we can win this debata,

The staff in the Health Care Delivery Room 13 available to

answr your gueshions: 436-2366. Thank vou for your
cortinued offorss,

Sincerely,
TONVE 2

tarold ickes
Deputy Chief OF Staff




WHY UNIVERSAL
COVERAGE:

Fighting For The
Health Security Of
America's Middle Class

i3
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L Why We're Fighting For UNIVERSAL COVERAGE
il Persanal Stories
i I1.  The Pivotal Point is UNIVERSAL COVERAGE
\ IV.  Progress That Won't Be Stopped
Vv, The Bottom Line
VL  Speech Text



The UNIVERSAL COVERAGE debate is not about the wealthy: They'll be
able to afford care 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 AMERICANS

]
This Administration was founded on the principle of Putting People First. From
the beginning. President Clinton has made a strong commitment to hard working
middle-class Americans. In the Clinton Presidency. the concerns of hard working
Americans -- not the special interests -- guide public policy.

Why 1s UNIVERSAL COVERAGE so important? Because. without Universal
coverage, the middle class is hit hardest. The fight for UNIVERSAL
COVERAGE is truly the fight tor health security for hard working, middle-class
Americans, The President is deeply committed to this battle.

Some people sav, "Why does the President insist on UNIVERSAL COVERAGE?"

The President’s bottom line remains UNIVERSAL COVERAGE. because the
middle class is hit hardest if every American isn't covered.

|
Some pfeopfe sav, "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
working tamilies. would remain uninsured. Millions more wouid go through each
day with the fear of losing their insurance. Lower income Americans will get
more help, the rich remain secure and the middle class will pay the price.

If we fjlail 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 help; 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
wrong.

REAL Health Care Reform will include hard working middle-class

Americans, and not exclude them.
i

|
¢
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(. PERSONAL STORIES

. 1 el you why we're fighting so hard for UNIVERSAL COVERAGE. Every
day. the ?rcszdem the First Lady, and people in our Adminisiration -- we all hear
about haz“ci working Americans whose lives are being torn apart by uncersainties
about their health care - Americans like 37 vear ofd Susan Millard who lives in
Milwaukee. Wisconsin, Susan works for a Hving, and garns 8 middle-class
income, but she still can’t afford health care insurance  On the other side. she
2arns 100 much 0 get assistance through welfare, Recently, Susan suffered neck
injuries. and her medical bills skyrocketed. Now, she lives day to dav in fear of
having 1O have surgery that she can't pay for. It angers her (o think that she may
have to quit her job and go on welfare in order to get coverage. [n her own words,
"vou have to either be too rich or e poor, but vou can't be that middle person --
na, the svsiem shuts out the common folks.” The tight for UNIVERSAL
COVERAGE i3 the fight for health security of working middle-class Ameticans
like Susan.

. Americans ke Jim Bryani. who told the Boston Globe that he works 7€ hours a
week but has na health insurance for his family. He wonders i its fair that he
misses his son's soccer games on Saturdays to go to his second job while people
whe are orr welfare have health benetits he and his middle-class family don't have.
In a moment of frustration. he poimed out to his wife that if they broke up she and
their sons could get benefits that working families like theirs can't afford.

» s middle~class tamilies like the Bryvants and the Millards who will get no help at
all from half-measures. guick fixes, ard band-aid style reforms. They reprosent
the 8-10% of Americans that will have to go on weltare to get health coverage.
That's not real reform! In many states. morz than 400,000 middle-class workers
will not be insured under 2 non-UNIVERSAL COVERAGE plan. For the sake of
these hard working families, let's do it right. Let's not {eave anyvone out, Lets
cover evervone, Let's get the job done this vear.

L THE PIVOTAL POINT 15 UNIVERSAL COVERAGE
s This is.;n’tjusr about the uninsured, although their numbers are growing and

nearing 40 million. This debare is about the 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
metnber of their family get sick. or they could lose their jobs, or they could
change jobs and not be able to get insurance at the new one. The onty way all of
ous people will be secure is when every Amernican knows that whether they lose
their job. change jobs, move, get sick, get insured. or just grow old, their health
care will be there.

:
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"Heaith Care Reform just isn't the real thing unless middie-class working
people are guaranieed coverage, and after 64 years of delay, the American
people deserve the real thing.”

’i”he:t American people swant and need health care reform. They want the security of
health benefits that can’t be aken away. For the sake of America's middie class.
we s.;mz aflow the partisan naysayers w stand in the way of change. We simply
cannot afford 1o play politics with the lives of hard w orking Americans.

Stomentum in Congress demonstrates that we are well on the way 1o guaranteeing
private insurance for every American that can never be taken away. Most
a\-le"n’tbers of Congress have heard the urgent call from the American people who
want health care reform. There should be no turning back, we must finish the
jﬁb:.

H
4

Y, THE BOTTOM LINE

LJ

?he President's botiom line remains UNIVERSAL COVERAGE. Thisisnota
e 1o give up on the health security of Amenca’s hard working middle-class.

Today, an historic windew of epportunity 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 families who work hard. but can't afford insurance, Leaving behind these
parents and children is unacceptable.

H



Vi Spepcir Text

Why Universal Coverage:

Fighting Fi}i‘ The Health Security Of America’s Middle Class

This Admtmszmuon was founded on the principle of Putting People First. From
the beginning. President Clinton has made a strong commitment to hard working middle
class Americans. Under the Chinton Presidency, the coneerns of hard working Americans
-- not the special interests - guide public policy.

Part of the Administration’s commiunent to America’s middle-class i3 manifested
in President Clinton's fight for health care reform. [n the past vear, we have made
enormous progress towards real health care reform. And now. we're almost there.

!

“After 60 vears of fits and stants. roadblocks and dead ends. we dre finally making
progress towards real health care reform. For the first time in United States history, the
refevant Commuttess in voth houses of Congress are seriously moving forward on health
care reform. There have been twists and warns along the way -- and no doubt more ahead
-- but we are steadily moving closer to our goal: passage of major healths care reform this
Year. |

4 i
1

On Juz&g 9. the Senate Labor and Human Resources Committee became the first
full Congressional Comunitiee. to report out a bealth care reform bill. With bi-partisan
support. the Commintee adopted a bill which preserves all the fundamental principles of
the President's plan.,

And now, as the four remaining Congressional Committees finish their
deliberations -« ns we get down 1o crunch time in the health care reform debate - one
issue has risen w the forefront: UNIVERSAL COVERAGE.

On c;mé side, there are those. like the President. who support guaranteed privaie
insurance (or every American. On the other side. there are those who support private
zﬁzamnce Wili’i 0o guamnwe

The Premdems bottom line remains: Only 2 health care reform bill that contains
UNIVERSAL COVERAGE witl make it past his desk,

Why is UNIVERSAL COVERAGE so important? Because, without
UNIVERSAL COVERAGE. 24-40 million Americans. §3% of thert in working
families, would remain uninsured. Millions more would go through each day with the
{ear of losing their insurance. Lower income Americans with get more help, the rich
remain semzml' and the middle class will pay the price.

4
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The UNIVERSAL COVERAGE debate is not about the wealthy: Thev'il ke able
to afford care under any plan. The UNIVERSAL COVERAGE debate is not about Jow
income fxmerzcans ThevM get vare through Medicaid and other programs,

UNIVERSAL COVERAGE IS ABOUT HEALTH SECURITY FOR HARD WORKING

MIDDLE-CLASS AMERICANS.

This isn't just about the uninsured, although their numbers are growing and
nearing 40 miflion, More-so. the debate is about the tens of millions of hard working
middie- L,iass Americans who live with the uncenainty ot never knowing whether their
health care m]t be there when they need i1, After all, they could have a member of their
family get m,k or they could lose their jobs, or they could change 1obs and be unabie 10
get insurance at the new one, The only way all of oue people will be secure is when every
American knows that whether they lose their job. change jobs. move, get sick. get
tssured. or just grow old. their health care will be there,

iiwvs day. the Fresident. the Furst Lady. the Vice President. and people in our
Administration - we all hear about hurd. working Americans whose lives are heing tom
apart by uncertas inties about their health care. People like him Bryvant. who told the
Bogston Giobe that he works 70 hours a week but has no health insurance for his family,
He wonders if it's fair that he misses his son's soccer games on Saturdays to go to his
sceond job while people who are on welifare have health benefits he and his middle-class
family don't have. In a moment of frustration. he pointed out 1o his wife that if they
broke up she and their sons could get benefits that working families like theirs can't
atford. -.

That's just not right! No one who works should have to go on wellare to get
health insurance. It's micdle-class tamilies like the Bryants who wil get oo help at all
from half-measures. quick fixes, and band-aid style reforms. In many states, more than
400,000 middle~class workers will sot be insured under 2 non-UNIVERSAL
COVERAGE plan. For the sake of these hard working {amilies, let's do it right. Let's not
leave anyone out. Let's cover everyone. LetUs get the job done this vear.

He%zilh care reformr just isn't the real thing unless middie-class working people are
guaranteed coverage. and after 60 vears of delay, the American people deserve the rea!
thing. |

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

¥
The fight for UNIVERSAL COVERAGE is truly the fight for health security for
hard working. middle-class Americans. 1t is fight we cannot afford to lose. We just can't
let these people down. The President is deeply committed to this battle.
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CBO TALKING POINTS

Administration
February 8, 1994

i
This debate should be aboul providing sll Americans with guaranieed
private insurance that can never be taken away. The CBO accounting
decision is ultimately a technical, score-keeping issue that will not affect the
outcome of health reform.

Private sector health cars premiums should not be counted as part of the
federal budges. It doesn't make sense. Under the current system, employers
pay premiums to health insurers to purchase insurance for their employees.
These trunsactions have pever been considersd part of the federal budget.
The President's approach builds on the current system with employers
coniinuing to pay insurance premiums to private sector health providers.
'Thesa private sector premiums are not part of the federal budget now and
therc's no legitimate reason why they should be sonsidered part of the federal
budget under reform.

|
Why would & payment from one private party to anocther private party be
part of the federal budgei? The government will neither collect nor spend
this money. This transaction is similar to the requirement in many states
today that residents must purchase auto insurance. The resulting payments
< between these people and their insurance companies for a car insurance
policy -- are rof counted us taxes on state budgets nor would anyone expect
them to be. The argument that any paymant required by the government
should be part of the budget ignores the many cases today where the
government sots & minimum standard to provide security to its citizens (.c.,
minimum wage). [t would be unprecedented to begin to count thase now as
part of the federal budget.

We specifically rejected & gnvezamen#ruri, government-financed
system in favor of a system that is rooted in the private sector and
builds on the employer-based system to guarantee every American

private comprehensive health insurance.
H

!While private premiums should not be used to galculate the federal budget,

Hinformetion on premium payments -- including estimated total premium

 contributions by employers and consumers - will be clearly digplayed in the

'budget. We want to ensure that this information is readily avsilable and
accessible to the American public,
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. In addition, any funds being collected or spent by the federal government --

such as new Medicars benefits, veleran's haalth, or discounts on the price of
insurance to smell busineszes and low income families -- have always heen

and will continge to by clearly ¢ounted as part of the budget,
z
. If there are technical budgot issues that need to be worked out, they will be
resolved as the Congressionsl committeas move forward, in vonsultation with -
the Congressional Budget Office. The bottom line for the President hos
always been providing all Americans with guarantead mmprehezzswe private
insurance that can never be taken away.

H
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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 ,

IS THERE A HEALTH CARE CRISIS IN AMERICA?

Q: Some Republicans, and even Senator Moynihan, say there is no
health care crisis in America. Do you agree?

A: We disagree, but 1f they seriously believe that there's no
problem, let's have a real debate. Unfeortunately, this is
apparently just a political strategy of some Republicans. And
it's very sad because there are many Republicans who are very
committed to a real, bipartisan solution to this health care
igsue, and health care is not an issue that anyone should be
uging to .play politics with."

[Background:
Republican strategist William Kristol hag written a

‘widely-clrculated ‘memo- saying the -only way to defeat the

President's plan is to flat-out oppose it. And the only way to
justify that 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 Presgs."” 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 "crisis" 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 live in fear that their health care won't be there when they
need it.

The Health Security Act proposes a system of guaranteed private
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It builds on the current: system. of- private
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insurance with two critical changes: first, the guarantee of



comprehensive health benefits that can never be taken awsy: and
second, greater power for individuals and small businesses to

choose afforxdable, quality health insurance.

{: what about the fact that medical cost growth is as low as
it's been since 19737 :

Ar Well, 1§73 was the year that President Nixon's bill was alsc
before the Congreas. 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



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 pericd of time. If someone in the family comes down
with a seriocus illness during that time, the family's
‘gavings 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 8 wrong with cur 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 1nto bankruptcy when a child s illness slipped

J
]
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through an insurance company loophole._

“ . ]
L.

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 health coverage for his company. The two
elderly employeeés were his own parents.

~

.If We Do Nothing...

Every American can expect“to pay more every‘yeaf with no
guarantee that their health care will be there when they
need it.

One of-every fonr Americans will lose their.insurance at
some point in the next two years.

Almost 81 out of every 85 Americans spend will go to
health care; and American families will be charged $14,000
a year for health care. .

Millions of Americans will find that rising costs will
force their firms to cut back on benefits and limit
cnoices of doctors and health plans. .

By the year 2000, workers will lose over $600 in real
wages to rising health costs.

. Over the next five years, health spending will rise to
- consume 20 percent of the.Federal budget. :

'30% of small businesses will be forced to drop coverage

for their employees because of the high cost.
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* Today, William Niskanen, former member of
Reagan's Council of Economic Advisers, now at the
Cato Institute, and John Lott of Wharton released a
letter signed 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 plan. Contrary
to the letter's false claims, +the President's plan
relies on premium caps -- not price controls -- to
be the back-stop mechanigm which controls how fast
buginess and individual premliums can go up each
year.

* Pricé 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.

* 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 wiﬁhout accountability.

* The Congressional Budget Office (CBO) released
a report in September of this year which stated a
t
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numbar of necessary ingredients to increasse the
effectiveness of premium Caps in controlling health
care costs without adverse effects, such as
instituting a standardized benafits package and
mandating . guaranteed renewal Of insurance policies.
The Health Security Act includes every one of CBO's
suggestions for lmprovimng the effectivenass Of
limits on premium increases. [CBO "Controlling the
Rate of Growth of Private Health Insurance Premiums”

September, 143831

* There have been concernsg raised about what the
Health SBecurity Act will do to public employeas in
New York. Public esployess have traditionally

enjoyed gg@ﬁ health care coverage. Rowhere is that
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I
more true than iIn 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
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 *
202-456-25p6 * Fax: 202-456-2362
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In an effort reminiscent of the scare tactics used
in the health ingurance industry's televisgion
campaign, William Niskanen, a member of Reagan's
Council of Economic Adviasers now at the Catoe
Ingtitute, and John Lottt of Wharton released &
letter signed by economists critvicizing "price
controls” in the Health Security Act., The
misleading and inaccurate letter does not
criticlze universal coverage, employver mandaies,
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 rejectad. Contrary to the
letter's false claims, the President’s plan reliles
on premium caps -- the back-stop mechanism which
controls how fast business and individual premiums
can rise each year. Az leading health economists
will attest, the lettar does not sccurately
reflect the content or effects of the spending
ragtraints in the Health Security Act.

'
1

PREMIUM ‘CAPS ARE NOT PRICE CONTROLS

* The President considered, and specifically
rejected, 8 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
primaxy.strategy for cost containment is private
gector ?ampetizion -~ greating the right economic
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incentives to bring costs in line and encourage
health plang to compeite on price and quality.

* The. premium caps are a rainforcement measure
to build digcipline and certainty into our health
care system. If employers are to be told they
have the respongibility to contribute to coverage
and if the federal government ig going to provide
discounts to small businesses and individuals,
then they deserve the guarantee that their
premiums! won't rise unchecked and govearnment won't
spend wifhoat accountability,

* The Congressional Budget Office (CBO)
relesased 8 report in September outlining a number
of neceasary ingredients to increase the



aeffectiveness 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 gpecific 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 support 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
economigtg, some of whom have been publicly
critical of our plan, recognize the letter as
misleading and distorted.

Henry Aaron

Director of Economic Studies, The Brockings
Institution

Charles Schulze

Broockings Institution, former member of the
Council 'of Economic Advisers

Uwe Reinhardt

Princeton Universgsity

Lawrence Klein

University of Pennsylvania (Nobel laureate, 1980).
Stuart Altman

Brandeis University

Joe Newhouse

Harvard University

Laura Tyson

Chalr, Council of Economic Advisers
Alan Blinder

Member,  Council of Economic Advisers
Joseph Stiglitz

Member, | Council of Economic Advisers
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OTHER REFORM PLANS CONTAIN SIMILAR MEASURES

x Most health reform plans that are serious
about controlling skyrocketing health care
gpending ~~ ranging from those introduced in the
last few years by conservative Republicana such as
Senator Kessebasum and Representative Michel to
plans by centrist Democrats such as Senator Kerrey
and Repreésentative MceCurdy to single payer
advocates such as Senator Wellstone and
Repraesentative Stark -- contain meagures to
regtrain the growth of national health care
spending’ and protect consumers and businessg from
skyracke?ing costs.,

Michel {H.R. 3080) Under the Michel proposal,
premium rates would be regulated by limits on the
wvariation of rates charged to small businesgses.
Kagsebaum-Glickman (8, 325/H.R. 834 {Danforth,
McCurdy co-~sponsors} Costs would be controlled by
placing hinding annual limits on the maximum
allowable rate of increase in "BasiCare” premiumsg,
MeDermott-Wellstone (S. 491/H.R. 1200} An
"American Health Security 8oard” would specify the
total spending by the Federal government and
states for covered services.

Kerrey (S. 1446) A Commission would control costs
through a global hudget set state by state, bhased
on a national per capita cost caleulation,
Jeffords {S. 3331) A national board would
establish "MediCORE" budgets which would estimate
and enforce total annual national sexpenditures,

LETTER FLAWED AND MISLEADING

The letter containsg numercus flaws and
distortions, including:

Rhetoric: "Your plan...caps annual spending on
health care.”

Reality: This statement is simply inacocurate.
While the plan capsg premium increagses, it doesn’t
contain '‘any provision to determine or enforce the
nation's total amount of gpending for health care.
Censumers and employers can purchase additional
coverage, with no limits on gspending. 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 comprshensive
benefits package.

Rhetori¢: "Price controls produce shortages, black
markets,! and reduced quality. This has been the
universal experience in the four thousand years
that go?arnmants have tried to artificially hold
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down priéea 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 ocut of money or indiscriminately
cutting off service to consumers.

RhetoricL "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 in
the plan, apply largely to the Medilcare program --
limits proposed, supported 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 1illusory."

Reality: The Reagan and Bush Administrations
proposed numerous limits in the Medicare and
Medicaid programs without adverse effects. Would
Msrs. Lott 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.
0il is a limited good, most of which is imported.
Unlike o0il, medical services are virtually
unlimited. The more we're willing to pay for, the
more of 1t can be produced. Unfortunately, while
wasteful, ilnappropriate 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 bureaucracles, 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 guality
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 care since Republican administrations have
a long tradition of wage and price controls dating
back tc the Nixon administration. Under Reagan
and Bush alone, at least 63 specific limits or
freezes in the Medicare and Medicald programs were
enacted for hospital fees, physiclan 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]

Do the premium caps work too well or not well
enough? |

* Many critics of the plan, including a number
of the economists who signed the Lott-Niskanen
letter, have criticized the Clinton plan's
financing in recent months, saying that the
numberg don't add up. But 1if 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
storlies straight.

INTERNATIONAL COMPARISONS
f
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* 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
guality. 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 White House
Health Care Reform Today
January 12, 1994

* . In effort oddly reminiscent of the health
insurance industry’'s scave tactic campaign, the
ulrra-sonservative Cato Institute is planning to
release a misleading letter from economists
criticizing the Health Security Act for ralying on
cost contyrols., FPirst, reseumber that the letter
only oriticizes ope part of the plan., Second,
remanbeyr that premium caps are not price controls;
in fact, a nunbar of alternative proposals in
Congress, and novaral industrial countries, use
similar constraints to put some check on spiraling
cogta. Third, many similar cost contral
mechanisme were proposed and implemented in
Medicare and Medicaid under Reagan and Bush.

¢
* - Again, we have considered -~ but specifically
rejected -~ a policy imposing price contrals on
health care. our primary strategy for cost
containment is private sector competition ~-
creating the right economic incentives to bring
cogts in line and encourage health plans to compete
on price and guality.

* Wa strongly believe that, regardless of how
quickly or how firmly coppetitive reforms take
nold, wve need to build some discipline and
certainty into our system —— so that businesses and
consuners koow that their health insurance premiuuws
will not be allowed to suddenly spiral out of
controel one year, and that the federal goverrment
will not spend wvithout accountability. That ir why
we reinforce the competitive system with a limit on
hgazth care premium incroases.

*; In contrast to our plan, price caontrols call
for government micro-management of avery health
care ssrvice, drug, technslegy and produst. Price
controls would have the government gubstitute its
views for the markets in hundreds -~ maybe
thousands ~- of decisions. We reject that type of

micro~management in favor of letting a market that
truly compatas work,

*; Lane Kirkland, President of the AFL-CIO said
yesterday the feeling among vorking class Americans
is that there is a health care criscis and those who
say there isn't aren‘t in touch. He said: "They
may not have a health care crisis, but we do and we
gsee it." He pledged te commit ™.,.whatever it
takes® to fight for the President‘s health
raforms.¥
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The ﬁhfte House
Haalth Care Reform Today
Janvary 11, 19%4

* aé we head into this week, it’'s lmportant to
keep in mind the distinction between price
controls and premiuwm caps. The President's plan
uses premium caps —— limits on how fast your
health care premiums ecan go up each month -~ to
contrel costa.

* We have considered -~ but specifically
rejected -~ a policy imposing price controls on
health care. Qur primary strategy for cogt

containment is private gector competition --
creating the right economic incantives ¢ bring
costs in line and encourage health plang to
aampet? on price and guality.

* we strongly believe that, regardless of how
ouickly or how firmly compotitive reforms take
hold, we need to bulld some discipline and
certainty inte our system -~— S0 that businesses
and consumers know that thelr health insurance
premiums will not be allowed to suddenly spiral
out of econtrol one year, and that the federal
government will not spend without accountability.
That is why we reinforce the competitive system
with a lirit on health cars premiunm increases.

* This is the most sensible approach Lo
ensuring cost control. As Lhephen Zugkerman and
Jack Hadley, two leadinyg h~n2lth nolicy analysts
wrote, "...it seems far proferable that insurance
companies that are responsible to their
gubscribers make thesg decisions than having the
federal government invplved in dotaliled price
negotiations and review procedures with individual
hospitals and physicians.®

!
* In contrast to cur plsrn, price controls gall
for government micro-managcment of every health
care pervice, drug, technology and product. Price
controls would have the government pubstitute its
views for the marketls in pundreds -« paybe
thousands -- of decisions. We reject that type of
micro-management in favor of letting a marke%f that
truly competes work.

* Last weak, New York Mawsday reported that
many NiC-area small companics “..,feel the high
cost of health care ig their most serious problenm
but surprisingly many busin<ss ownsrs expect
Clinton's health plan to provide help by
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small businesses with annuzl revenues ranging
$i-million - S§10~million and found over 803
dasarxbad health Care costs for employees as a
$er1au$ or sonewhat seriocus problem and rated it
hlgherzthan other problens including government
regulation and taxes. (Source: Healthline}

Health Care Reform Today * The White House *
202-4B6-25868 * Fax: 202«4546«33482
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ican workers continue to bear the burden of rising health
att‘ acsording to a new U.5. Chamber of Commarce survay.

orted that “tha value of employas banatits rose faster

than w gas and salaries, and that gospanies shifted rost of the
increadgaed ¢ost of hesalth care onto thelr employees.”

The surivey -~ of move than 1,300 companies emplioying more than
2.6 million workers -- found that while company health costs rose
only one percent, empznyeea paid § parcent more in issz than they
did in 1891,

Meaningful |health care reform must halp bring health care

spending under controel 80 that workers can finally begin to sse
vage increasas again. The Health Security Act Includes Btrong

neagur
haeslith

*
"1ikely
at the
Econonic
henlth
-=thinca
have o
finding

ingy
by incraasing their access to nadical care =- "we vill
boon .
s of .previous studies-- health reform will rssult in BOre

5 for controlling health care costs and insuring that
care remains affordable.for both Musinesses and workers.

Yesterday the Chicago Tribune reported thet health care would

repain & robust source of jobs.® John Cabral, & plannar

Un1 araity of Illinois at Chicago's Center for Urban

Developuent predicted that if health reform results in
ance bacoming svailable o those whe now lack it

in the industry." This latest report confirma the

heulth care, not fawar.

AARP on Wadnesday urged Illinois Covernor Jim Edgar to
the President’s plan to bring greater sacurity and health

Sare covarige to oldeyr Americans. AARP Illincis director sald
"Heslith c a%a reform should be the number one priority on the
state's logisliative agenda. There's no guestlion that Congress
will approve sone sort of national health reform legislation this
year.® Welagree, and welcome the AARP's continued call for
bealth saaurity tor all Americans.
* final note, we welcome Rapresentative Bil)

- Thom
azcapni or3.- to the hesith gare debate: we appland ghaiigbigg ﬁig
e Tnaes[ratora, aea” Tobe Syerest Lo an abeciute st or

and logk fo

on the Ee" vay to get there. o 0 "OTKing together to decide
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HEALTH SECURITY ACT

TABLE OF Conrrents OF TITLE

TITLE I~HEALTH CARE SECURITY
Subtitle A—Universal Coverage and Individnal Responsibility
PART 1-UNIYERSAL COVERAGE

Sex. 1001. Entidierent to health benefits,

«SBee, 1002, Individual responsihilivies.

. 8ee, 1003, Pravection of consumer choice.

- 8ee. 1004, Applicabie heaith plan providing coverage.
See. 1005, Treatmens of sther nonimmigrants.

. Zee. 1006, Effective dats of entitlemans,

PART 2.TREATMENT OF FAMITTES AND SPECIAL BULES

Sec. 1011, Guneral rule of envelimeny of family in same health plan,

8Bee. 1012, Trestment of certain families.

Nec. 1213, Multiple empioyment sivuntions,

Sec. 1014, Treatmen: of residents of States with Statewide singlepaver s
tems,

Sukbtitte B--Benefity

Papt 1-{ONPREHENSIVE BENEFIT PACKAOE

See. 1101, Provision af comprebensive benefits by plans,

Pagyr Z--DESCRIPTION OF ITEMS AND BEnvices CoveErsn

. See. 1113, Fospital services.
I Bee, 11138, Servieas of hesith praofessicnals,
Ree, 1313, Emergency and ambulatory medical and surgiesd services,
See. 1114, Qlinieal preventive services.
. See. 1135, Mental hesith and substance abuse gervices!
See. 1116. Fanudly planning servicss and services for pregnant womsn,
Sev. 1117. Hospioe care. '
See. 1113, Home heaith care,
See. 1118, Extended 2are servives.
, Ses, 11820, Asmimlanes services,
Sec. 112), Outpatient laboratory, radiclogy, and diagnostic services.
Bex. 1122, Quepasieny prescription drugs and biclogisaly.
¢ See. 1123, Curpatiem rehabilitation sarvices.
See. 1124, Durable medizal equipment and presthetic and orthotie devices,
See. 1123 Vision sore.
See. 1128, Deutal care.
Seo. 1127, Health education classes.
Bee. 1128, Investigutional treatmanes,

Parr 3—Cosr SgariNg

[ed)
%

1131, Cost sharing.
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Criaber 26, 1884

1132,
1138,
1134, Combination cost sharing.
1133,
1138,

1141,

1151,
1182,
1153
1154,

(i

Lower cost sharing.
Figher cost sharing.

Table of conarrments and coinmurance,
Indexing dollar amounts ralating to cost sharing,

Panr 4l ROLUSIONS

Eaolusions,

Panpt Sef0rs oOF THE Nariovas HEsLTH Boarn

Definition of benefits.

Aneeleration of expanded benefits

Authority itk respect to elinieal preventive services.
Establishment of standards regarding tedical nevessity,

Pag? f--ADDITIONAL PROVISIONS RELATING 70 HEALTE Cazr PrOVIDERS

See. 1181, Override of restrictive Stote practice laws,

Ses, 1187

4

1204,
1208,

-1200.

Beo, 1203,
Sec. 3202,
B, 3208
See.
See.

. Provigion of iteras or services contrary to religicus belief or moral
eunviction,

Subtitle CState Regponstbilities
Participating State,
PaRT 1—GENERLL STats ERsSpoNSBILITIES

General State responsibilities. .

State responsibilivies with respect to alliances.
Statas responzibilitios relating to heslth plans.
Financial seiveney; fiseal ovarsighs; gusranty fond:
Restrietions on fanding of additional benefits.

Pasr 2-BREGUIRESENTS FoR Srars SreeilE-Paven Svsrsas

/Se{t. 1211

. Single-payer system described.

Sec. 1222, Gumeral recuirements for single-payer svstems.

J Ben. 1253
/ See. 1294

. Special mies for States operating Statewide single-payer system
. Special rles for alliance-specifie single-paver gystems,

Sobtitle DowHenlth Alliances

" See. 1300. Health alliance dofined.

Pasy

Y Ree 1301
J Bes. 1302
_ See. 1308.

JmESTABLISHMENT OF REGIONAL aND CORPORATE ALLISNCES

SUBraRt A—REGIONAL ALLIANCES

Reginnal allianne defined.
Board of direasgrs,
Provider advisory boards for regional alliancss,

SUBPART B—=CORPORATE ALLIANCES

See. 1311, Corporate alliance defined: individuals eligible for covsrage through

enrporass aiifances. additiona! dedinitions.

Bee, 1313, Timing of alsetiong,
Sxe. 1313, Terminaten of ailiance sicetion.
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PART 2e3ENERLY RESPONSIHUIITIES AND AUTHORITIES OF Regrimal
ALIIANDES

Y Ses. 1321, Contracts witk heslth plans,
V See. 1322, Offering choice of heslth plans for enrolimens: establishment of fae.
.. far-serviee scheduls.

See. 1323, Enrollment rules and procedures.

See. 1324, Issunnce of heaith security cards.

8ee. 1325, Consumer information and marketing.

See. 1326, Ombudsman,

See. 1327. Datx cnilection: guaiity.

Bee, 1328, Addidonal duties.

Bec. 1389, Additional suthorities for regionul alliamess (¢ address needs in
areas with inadequate health services; prohibition of insuranee
role,

1330. Prohibivion against seif-dealing and conflicts of interest.

i PaRT Se-AUTHORITES aND REspoNsmILITES RELATOG T FDANCDG
’ AND DvcoarE DETERMINATIONS

SUEPART A—LOLLECTION OF FUNDS

See. 1341, Information and negotiation and aceeptancs of bids.

Bee, 1342, Amount of premiums charged.

See. 1343, Determination of family cbiigntion for family shars and alliange
credit spount.

SBee. 1344, Natice of family payments due,

See, 1335, Collection of premium payments.

See. 1345, Coordination among regional aliinnees.

SUBPART B—PAXMENTS

8ee. 1351, Payment to regional siiance health plans,

See. 1352. Alliance administrative allowanes percentige.

Sex. 1853, Puymen:s for graduate medical education and academic hesith cen-
" 115,

STBPART Cw-FINANCIAL MANAGEMEXNT
See. 1381, Maragement of finances snd records.
v SUBPART D-~REDUCTIONS IN 00ST SHARING; INCOME DETERIONATIONS

\‘f 8ee, 1371, Raduction io cost sharing for low-income families.
{8ze. 1377, Appiieavion process for cost sharing reductions.
‘Ses. 1373. Apgplicstion for preminm reductions and reduction in Habiity te alli-
ance,
,See. 1374 (General provigions relating o applization process.
Bee. 1373, End-of-pear reconciliation for premjum discount and repayment re-
duerion with acrual income.

Pany 4.RESPONSIELITIES AND AUTHORITIES OF (CORPORATE ALLLANCES

+ See, 1381, Contrsets with health plans.

See, 1382, O#fering choies of health plans for envrellment.

Bee, 1383, Enrollmans: issuance of health seeuricy card.
v See. 1384 Communizy-rated premiums within premium areas.
sa; See. 1235, Assistance for low-wage fomilies.

{Qeinsber 281699
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See, 1386, Consvmer informadion and marketing: conmuner swsistance; data
collection and quality; additional duties.
Sec. 1387, Plan and information requirements,
Sec. 1383, Janagement of funds: refatinns with employess.
Beg. 1388, Cost control,
Sec. 1380, Payments by corporate alliance empioyers to corparate alliances.
See. 1381, Courdination of payments.
Sec. 1382, Applicability of ERISA suforcement mecharndsms for enforcemant of
CErtain TRqUIrEIments.
See. 1383, Applicability of certatn ERISA protections to eovered individuals,
See. 1394, Disclosure and reserve vequirements.
Sen. 1395, Trusteeship by the Secrstare of msolven: sorporate alliance health
. plans,
Sec. 1384, Guaranteed benefits under trustesship of the seeretary.
See. 1397, Impositien and collestion of periodic assessments on self-insured cor-
pavate alflance plans,

I

i Subtitle ¥—Heaith Plans
/ See. 1400, Heaith pian defined,

f Pagr 1--REQUIREMENTS RELATING TG COMPREHENSIVE BENEFIT PACRAGE

8ec. 1441, Application of requirements.
See. 1402. Requirements relating 1o snrollment and covarage.
Sec. 1403, Community rating.
Bee. 1404. Marketing of health pians; inforreation.
Sew, 1405, Grievance procedure.
V' 8ee. 1408, Health plan arrangemsnts with providers,
See. 1407. Preemption of certain State laws relating to health plans.
v Sec. 1408, Finaneial solvency.
. 1409, Reguirement for offering cost sharing poliey.
. 1418, Quality assurance,
. 1411, Provider verification.
. 1412, Consumer disclosurss of utilizadion management protscols,
1413, Confidentislity, daw mansgement, und reporting.
+4ld. Pardeization in reinsarance system.

73

Part 2--REQUIREMENTS KELATESG TC SUPPLEMENTAL INSURANCE

See. 1421, Imposition of requirements on supplemental insurance.
Sec. 1422, Standards for supplemental health benefit policies.
8se. 1423, Standards for gost sharing policies.

H
§< Y PaRT S-REQUIREMENTS RELATING 10 ESSENTIAL COMMUNITY PRovipeRs

V' See. 1431. Health plan requirement.
Vv See. 1432, Bunses of reguirement.

Pak™ +—REGQUREMENTS RELATING TO WORKERS COMPENSATION AND
AUTONORILE MEDpIcal, LIaBmary COVERAGE

Ses. 1441, Reference to requirsments reintng o workers compensation serv

: iees.
Swe. 1442, Reference w0 requiremenmts relating o automobile medical lability
58YVICES.

) Subtitle F—Federal Responsibilities

Oemper 2w !
;
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Ses.
See.

-

b
PART 1—NaTIONaI HzaTH Boaan
SUBPART 4—ESTABLISHMENT OF NATIONAL HEALTH BOARD

15G1. Creasion of National Health Board: memsbarship.
1502, Quadifications af board members,

Sea, 1503. General duties and raspongsibilities.

Sec.
Bae,

See. 1506

1504, Anmual report.
1505, Powers.
. Funding.

., BUBPART Be-RESPONIIBILITTEY RELATING TO HEVIEW AND APPROVAL OF

FPATE SYSTENS

Bee. 1511, Federal revisew and action on State systems.

Sse. 3513, Failure of partitipating Staces to mest condicions for compliance,

Ree. 1513, Reducton in payments for neaith programs by secrsvary of health
and human services,

See. 1514, Revigw of Federal deternsinations,

See. 1513, Fedaral suppert for State implemsncation.

$UBPART C—RESPONEILITIES TV ABSENCE OF STATE §YRTEMS

Rec. 1321, Applcation of subpart.

See. 1522, Poderal assamption of respensibilities in non-pardeipating States.

See, 1528, Dmposigion of qurcharge on premiums vnder federally-operated sys-
em.

Hee, 1524, Return to Siate operation.

" SUBPART Dw-ESTABLISHMENT OF CLASS FACTORS FOR

+

CHARGLSG PREVITMS

‘Bee, 1531, Premims class factory,

i/’
v

/ See.
v See.
¢ Seq.

Bee.,

- Ben,

¥

' Ber,
Bee.

|

SURPART B—RISK ADJTSTUENT 4ND REDNSTRLNCE METHODOLOGY FOR

PAYMENT OF PLANE

1841, Daveloproent of a visk adjustment and reinsurance methodology.
1542, Incentives to enrcll disadvanteged groups,

138, Advisory committes.

1532, Resesreh and demoenstrationy.

1545, Technieal assistance to Statey and albanses.

SUBPART F—RESPONSIBILITIES FOR FINANTIAL REQUIREMENTS

1581, Capital standards for vegional ailiances health plan.
1532. Standard for guaranty funds.

PART 2-—RESPONSIBILITIES OF DEFPARTMENT OF EEALTH AND BN

- Bes,
Bae,

/T
v

§

Cooer 2§, *°5°

Sec.
Sea.

SERVICES
SUBPARYT A-GENERAL RESPONSIBILITES

1371, General responsitilities of Seeretary of Heslth and Human Services.
1372, Establishment of breakthrongh drug committse.

SUBPART B~-LERTIFICATION OF ESSENTIAL COMMUNTIY PROVIDERS

1381, {erdeation.
1532. Categories of providers antomatically certified,
. 1333, Swandards for additional providers.
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1534
15885,

6

Certifieation process: review: termination of certifications,
Notifiontion of health alliances and partvipating States.

PinT 3--8ppcrric RESPONSIREITIES OF SECRETARY OF LABOR.

1531

1803,
. 1604,
. 1805,
. 18086,
. 1807

. 1601,
. 1602,

Reqponsibilities of Seeretary of Labor,
Subtitle G—Employer Responsiblities

Payment requirement.

Requirernent for information reporting.

Requirements relatng to new employves.

Auditing of records.

Probibidon of cerain employer diserimination,

(bligation reiating to retiree health bensfirs.

Prolubition on seif-fanding of cosy sharinge benedics by regional alli-
snes smployers,

[Subtitle HwRegarved]
[Subtitle I-Reserved]

Subititle Je-{ieneral Definitiony; Miscellaneous Provisions

/ See. 1901

o See. 190%.

See. 1911.

PART 1--GENERAL DEFDRTIONS

Dafininons relating to emplovment and income.
Other gevieral defnitions.

PART 2~MISCELLANEOUS PROVISIONS
{ise of interim, final reguiations.
TITLE [3--NEW BENEFITS

Subtitle A--Medicare Ouipatient Preseription Druy Benefit |

See. 2001.
iSee, 2002.
‘Se. 2008.
See, 2004
See, 2005,

‘Bee, 2006
Saee. 2007,
See, 2008,
See. 2008,

{Caverage of cutpatient preseription drugs.

Paymens ruies and related requirements for outpatient drugs.

Medicare rebates for soversd gutpatient drugs.

Counseling by partivipating pharmacies,

Estension of 25 percent rule for pordon of preminm sttributable to
coverad cutpatient drugs.

Coverage of home infusion drug therapy services,

Civit money penalties for excessive charges.

Conforming smendments to medicaid pregram.

Eeative data.

Subtitle Bwlong-Term Care

Pany 1e-S1a7e PEROGRAMS FOR HoME o0 Coomyvyre-Bassn Seavices

Bee. 2101,

lolial- - LY

. 2382,
2368,
2104

2108,

FOR Ixprvioeans Wree DisaBRiTiey

State programs for home and commuanin-based sarvices for individ-
uals with disabilizies.

State tlans.

Individuals with digabilities dedined.

Home and communitr-based services covered under State plan,

st sharme.
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See.
. 2107, Advisory groups.
Sew,
Sec.

See

[

7
2106. Quality assuranee and safeguards.

2108 Payments 1o Staces.
2108, Total Federnl pudget: allotmensy 1o States.

Parr 2—MEDICAD Nunsow Hioss [MPRovEMENTS

. RI01. Reference to nrmendments,

PART J~Frrvare LoneTeay Care INstravce

SUBPIRT A--GENERLL PROVISIONS

. 2301, Federal regulations: prior apolication or eextain regquivementa.
. 2302, Nadonal Long-term Care Insurance Advisory Counetl.

. 2303, Reiation to Stats law.

. 2504, Definiticas.

SURPART BE—FEDERAL STANDARDS AND REQUIREMENTS

. 2321, Raguirsrgents to fScllizae understanding and comparison of bene-

fits.

. 2322. Requirercents reladng ta coversge.

. 2323, Requirsmenss relating to pramivmas,

. 2324, Requirements relaving o sales practices.

. 2325, Convimustion, renewal, repiscement, sonversion, and eancsiation of

palicies,

. 2326. Reguirements relating tw payment of benefits,

SUBPART CowENFORUEMENT

. 2342, State programa for enforvement of standards,

. 2342. Antherization of appropriations for State programs.
. 2343. Allotrpents to States.

. 2344, Payments to States.

. 2343, Federal oversight of State enforcement,

. 2348, Effect of failure o have approved State program,

SUBPART Dr--UOMEUNER EDLCATION GRANTS

2381, Grants for consumer sdugation,

s Pag? 4 TaX TREATHEST OF LONG-1rERM CARE INSURANCE AND SEaVICES

:
i Bec.
3

2301, Reference to tax provisions.

PART SeTAX INCENTIVES FOR [NDIVIDUALS WTTH DISABOITIES WH0 WORE

Bea.

See.
Bec.

Ség/

2541, Reference 1o toX provision.

TART S---DXEMONSTRATION AND BEvanvaTon

25601. Damonsiration on acuis and long.term care integration.
2602, Parformance review of the long-term care programs,

TITLE Hi--PUBLIC HEALTH INITIATIVES

J z Subtitle A—Workforce Priorﬁiea Under Federal Payments

Detohar =3 cvsn 1

3
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Pagy LeINSTITUTIONAL C05T8 OF GRADTATE MEDInAL EDUCATION:

WoOREFORSE PRIORITINS

SUBPFARY A--NATIONAL COVSTIL REGARDING WORKFORCE PRICRITIES

Sec. 3001, Natisnal Counell on Groduate Medigai Edueatian,

SUBPART B-AUTHQRIZED POSITIONS IN SPECIALTY TRAINING

See, 3013, Cooperation of approved ghysician mraining programs.
See. 3012, Annual autherization of number of specialty positions: reqairements

regurding primary health eare

See. 1613, Allseations among specialities and programs.

oo

g

14
&

£EEe

T 8ae,

See,

&/ e

Qotphgr ™

30631,
3032,
3633
3634

3041,

3681,

. 3041,
. 30862,
. 3083,
. 2084,

, 3101,
. 31024,
. 9108
. 3104,

' OSUBPART Cu-INSTITUTIINAL COSTE OF GRADUATE MEDICAL ERDUCATION

Foderal formula paviments to approved physician training programs.
Application for paymenry.

Availability of funds for payments: annual amount of payments.
Addittonal hinding provisions,

STBPAAT D—LGENERAL PROVISIONS
Definitions.
ATEPART B THANSITIONAL PROVISIONS
Trausitiona! paymants to nstiturions.
Part 2wRELATED PROGRAMS

Additional funding for certain warkforee programs.
Programs of the Secretary of Health and Huran Sarvices.
Programs of the Secrstary of Labor.

Narional Institute for Health Care Worlkfaree Developruent.

Sabtitie B--Academic Health Centers

Psar —Foruuma ParitevTs

¥'ederal formula poyments to seademie hesith centers.

Request for payments,

Availability of funds for payments; annual amount of payments,
Additional funding provisions.

PaRT 2—ACCESS OF PaTIENTS TO Aapese Heaoty CEWTERS

. 313L.
L3132,

321

Cantracts for ensuring asvess to centeys,
Discretionary grants regarding acsess 1o centers.

Subtitle C-«Bealth Research Initiatives

Pagy -PRGGRAE FOR DERTADY ASENCIES

. Biomedical and hahavioral research on health promatios and disesse

prevention.

. Heglth services research.

PART 2--FUNDING FOR PROGRAMS

Authorizations regarding Publie Health Service Inmtintivey Fund.
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Bes,

See.
Saa,
Beq.
See,
See.
See,
See.
Bug.
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Subtitle Dwlore Functions of Public Bealth Programs:
‘ational Initiatives Regarding Preventive Heaith

Part LwPUNDING

3301. Authorizations regarding Publis Health Service Initiatives Fund,

PART 2w QRE Fivormons oF Pratio HealTe PrRogrAS

831), Purposes.

2312, Granis @ Stares for core health functions,
3313, Bubmission of information. .
3334, Reports.

3315, Application for grant,

3316, General provisions.

3217, Alivcstions for cenain potivities,

3318, Definitions,

PART Z-=NATIONAL INtoiaTIVES RreusEnmes HeEsLTH PROMOTION AND

See,
Sec.
[8ee,
See,

b See,

" Bee,

" See.

See.

SUBPART B—DEVELOPUMENRT OF QUALIFIED COMMUNITY HEALTH PLANE AND

See,
Bes,
See,

See.
Sea.
Bee.
B,
Beo,

BUBPART C-(APITAL COST QF DEVELOBRMENWT OF QUALIFIED COMMURITY

"
e,

Bec.

DISEASE PREVENTION

J331. Granes for notional prevention inisiatives.
3332, Priorides.

3333, Submission of information.

3334, Application for grant.

Subtitle E~-Health Services far Medically Undergerved
Populations

PART 1L 3MINTTY 45D MIGRANT Hzarte CENTERS

3401. Authorizations regarding Public Heaith Service Initiatives Fund. A 1
3402, Use of funds,

PaRt -INITIATIVES FOR ACCESS TO Brarry (CARE
SUBPART A—PURPOSES; FPUNDING

3411, Purposes,
3412, Authermations regarding Pablic Health Service Initiatives Fund.

PRACTICE NETWORKS ﬁ

3421, Grants and eantrants for development of plans and networis.
3422, Preferences in making awards of assistance,

3423, Certpin uses of swards.

3424. Accessibility of gerviess,

$425. Additional agreemaents,

3328, Submission of certain information.

3427, Reports: audits,

3428, Application for assistancs.

3429, General provisions,

HEALTH PLANE AND PRACTICE NETWORKS

344]1. Leans and loan guarantees regarding pisas and networks,
3442, Curtain requirements.
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3443. Defanity: right of recovery.

3444, Provisions regurding constrastion or expansion of feilities.
. 3435, Appliestion for assistance.

. 3448, Adrminismadion of programs.

<

SUBFPART DwENABRLING SERVICES

Sec. 3461 Granta and contracts for enabling services,
Ses, 3482, Authorizamions regarding Publie Health Servies Initiatives Pund.

PirT 3—Naviowsr Hearry Sgavier Conps .

See. 3471, Authorimations regarding Public Healths Service Initiatives Fund.
Sec. 3472, Allocasion for partisipation of nurses in scholarship aad jvan repay-
ment pregrams.

Pagt 4 PATHENTS 10 HOSPITALS EspviNG VULNERABLE POPULATIONS

See. 3481. Payments to hospitais,

Sec. 3482. Idemificavion of eligibtle hospitais.

See. 2433, Amount of payments.

:s«:‘ 3484, Base venr. S s

Subtitle ¥—Menta] Health; Suhstanece Abuse

PART 1w FINANCIAL ASBISTANCE

See. 8501, Authorizagions regarding Public Health Sarvice Initiadves Fund.

See, 3502. Supplementsl formula grants for States regarding activivies wnder
part B of title XIX of Publis Health Service Act.

Sec. 3508, Capizal eosts of development of certain centers and elinjes.

PaR? SoAUTHORITIES BEGARDING PAsTICIFATING STATES
SUBPART A--REPCRTS
, Ses. 3311, Repurt an bnegration of mental heaith sysrems.
! . SUBPART B-—PILOT PROGRAM
See. 3521. Piot program.

Subtitle G—Comprehensive School Health Education; Schonl.
, Related Health Services

PART 1-(3ZNERAL PROVISIONS

_ See. 3601. Purposes,
" 8ee. 3502, Definitions.

Panr 2w-ScmooL HEALTR EDUcarion; GENERAL PROVISIONS

Ses. 3611, Authorizations regarding Public Henlth Serviee Initiatives Pand.
See, 3612, Waivers of statutory and regulatory reguirements.

PART JewdCHOOL HEalTH EDUcanon: GRANTS TO BTATES
SUBPART Am-PLANNING GRANTS FOR STATES

3621, Application for grant.
3622, Anprowal of Secretary)

i¥

Cetoper 7% -
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See, 362). Amount of grant,
See. 3874 Authorized activities.

SUBPART B—{MPLENENTATION GRANTS FOR STAYTES

Bee. 3531, Appiication for granc.

Sec. 3632, Selection of grontess.

See. 3632, dmount of grant.

See. 3534 Authorized activities; limitation on administrative eosta.
Sec. 3635, Subgronts to local edneational agencies,

: SVRPART CSTATE ANT LOCAL BEPORTS

Bee, 3541, State and loeai repors,

Page &=Scuool HEazrs Epccamon, Graxts 1o CEnraly LoCal
EDUTATIONAL AGENCIES

_ SUBPART A~~gBLIGIRILITY
Ree, 3631, Substantinl need of areg served by sguney.
UHEPART BewPLANNING GRANTS FUR LOCAL EDUCATION AGENCES

Sec. 3641, AppHcation for gront,
See. 3682, Seisction of grantees.
8ee. 3533. Amount of grant.

Bsq, 3864, Authorized activities,

'SUBPART C~wUMPLEMENTATION GRANTS FOR LOCAL EDUCATIONAL SGENCIES

See. 3871, Applicatinn for grant.
See. 3672, Seleorion of grantees,
Jee. 3573. Amount of grant.
Bee, 3674 Authorized activities,
See, 3875, Reporss.

PaRT 5—SCEOOL-RELATED HEALTH SERVICES
SUBPART A--DEVELOPMENT AND OPERATION OF PROJECTS

Bee. 3651, Aushorizations regarding. Public Health Service Initiatives Furd,
Sen. 3632, Eligibility for development and operation grants.

See. 3833. Preferences.

Spe. 3684, Grants for development of projests.

See. 3684, Grents for operstion of projects.

See. 3838, Federal administrative ¢osts.

SUBPART L APITAL COETS OF DEVELOPING PROJECTE

3641, Loaus and Joan guorantees regarding projects,
3882, Funding.

. Subtitle H—~Public Health Service Initiatives Fund
g See, J70L. Public Health Bervice [nitiarive Fund: annual appropriacions,
Sabtitle I—Coardination With Cobra Contiouation Coverage

V/ “Rec. 3501, Publie Health Servics dcot: coordination with JORBRA continuation
eoveTage,

Omoner =8, -7 7
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TIILE IV--MEDICARE AND MEDICAID

4000, Raferences in tite.

Subtitle A—Medicare and the Allisnca Bystem

Pag? Le~ENEOLLUENT OF MEDICARE BENEFICLARIES 1N EesioNaAL
ALLIaNeE Praxg

4001, Optional State imegration of medicare benedeiaries into regional al-
liancee plans.

4002, Individual slection to vemain in certain health plans,

4003, Treatment of certain medicare beneficiaries.

4004, Pronibitng emplovers from faling inte account status as medicare
henefolary on any grounds.

Pagr J—Exeorrass MaMaseED Cagg UNDEn MBpcare PUOsRrR:

S
Bee.
See
Seo

Sew.
Bee

COORDINATION WITH MEDIGAP PLans

. 4011, Enreliment 3nd ssrmination of enroilment.

4012, Uniforme informational materials,

. 4013, Cutier payments.
. 4014, Poing of servies option.

PaRT 3—dMEDICARE COVERAGE ETIPaANBIONS

4021, Raference to covernge of outpartiant prescription drugs.

. 4022, Covernge of services of advanced practice nurses.

PART $wCOURDINATION WITH ADMINMISTRATIVE SIMPLIFICATION AND
QUALITY MaANAGEMENT INTTIATIVES

4081, Hepeal of separate medicare peer review program.

032, Mandatory sssignment for g} part B services.

4033, Elimination of complexities caused by dual funding scurges and
ralss for payment of claims,

. 4034, Repeal of PRO precertification reguirement for certain surgical pro-

eadures.

. 4035, Requirements for changes in billing proeedures,

PART S~ AMENDMENTS TO ANTIFRAUD AND ABUSE PROVISIONS

. 4043, Ant-Fckhaek provisions.

. 4042, Revisions 1o Himitationg on phyvician seif-referenl.
. 4043, Civil monetary penaities, ’ .

. 3044, Eselusions &om progrom participation, St
. 4043, Sanctions agminst practitioners and persons for failure o comply

with stanutory shiigations relating to quaBty of vare.

. 4348, Effacrive date.

,/ PirY §eFUVDDNG OF GRADUATE MEDICAL EDUCATION AND ACADEMRC

Heiers CEXNTERS

. #0331, Trangfers from medicare wust fursds for graduase medical eda-

2atisn.
032, Transfers fram houpital ingurance trust fupd for acpdemic healih
eEIRTS,
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PART T—LOVERAGE OF SERVICES PROVIDED BY FACILITIES AMD PLANS OF

See,

Ree. 4082,

¥

. S,

Seq
See,
Sec

Cosonar 77 7

40661,

4063,

. 4101,
4102,
. 4108
. 4304

4105,
4108,

4133,
4112,

4113.
d¢il4.

4113,
4118,

4117,
. 4118,

4119,

4131
. 4132,
. 4133,
. 43134,
. 4135,

. 4141

DEPARTMENTS 6F DEFENSE 4ND VETERANS AFTAIRS

Treatigent of uniformed services health plan as sligible organization
under meicare.

Coverage of services provided to medieare beneficiaries by plans and
faciiities of Department of Veternns Affairs,

Conforming amendments.

Subtitle BuSavings in Medicare Program

Pak? L--Javrvgs RELLTING 10 Pagr 4

Reduedon in updsee for inpatient hospital services,

Heduedon in adjustrment for indireet medical edueation.

Reduction in paymenta for apital-related costs for inpatient hospital
servicss,

Revisions to pavment adjustwoents for disproportionate share hog
picale & pardcipating States,

Moratoriute on designation of additional lsng.term care hospitais.

Extension of fresze on updates to routine service sosts of skilled
rursing facilitles.

PART 2-—3:7D208 RELATING T0 ParT B

Establishezent of oumulative expenditurs goals for physictan serv-
iceq,

Use of real GDP to sdjust for volurse and intemsicy; tepeal of re-
TTietion on masimum reduction permicted in defanlt npdate.

Hesduetion in conversion factor for physician few schednle for 1995,

Limitations on payment for physiclans’ services furnished by high-
sost hospital medical staffs,

Medicare incentives for physicians to provide primary care.

Elimination of formola-driven overpsyments for certain outpatient
hospital sarvices.

Impositon of coinsursnes on iaboratory services,

Application uf competitive bidding prucess for Part B items and
sorviess.

Application of competitive scquisition prosedures for laboratory serv.
ices.

ParT 3-SAv0iGs RELATING TO PaRTs A D B

Meadicsre secondary paver changes,

Payment imits for BMOs and CMPs with risk-sharing contraats.
Reduetion in routine cost limits for home haalth servives.
Imposition of copavment for serinin hore beaith visiss,
Expansion of centers of exeellonce,

ParT +--PART B PrEMTUM

General Part B preminm,
Subtitle C-}Medicaid

FART 1--CospREMENSTVE BENEFIT PACKAGE
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f See. 4201, Limiting coverage under medicaid of items and services covered
under comprehensive benefs package,

Pagr 2—Exrandoe ELGBEITY FOR NURSING FaCiITY BERVICES: LONG
TERY CaRE DyTEsrRaroN OprIoN

. 4211, Spenddown eligibilicy for mursing facility residents.
3213, Inereased income and pesource disregnrds for nursing facility resi-
dents. -
. 4918, Naw Statz leng-term care inzegracion oprion. \
. 4214, Infurming nursing home residents about availability of aswvistance for
horse and communisy-based services.

£ ¥

Pzt 3—0THER BENEFITS

"’/Sec. 4221, Treamuent of items and services not covered under the compreben.
) sive benefit puakags,
Q}(EV/?’“ 4222, Establishment of program for poverty-ieval childeen with specis!
' needs.

PART 4o DISCONTINTATION 0F CERTADT PAYMENT POLICIES

v See. 4231, Discontimuation of medicaid DEE payments.
See. 42332, Digeonrinuation of reimbursement standards for inpatient hospital
SRTVICES.

PaRT 5—LoorpmNarioy WITH ADMINISTRATIVE BINPLIFICATION AND
Quaryry MaNaceueNT INTTATIVES
See. 4241, Reguiremants for changes in billing precedures.

il

PART Gw-MEorcarn COMMISSION
V" See. 4251, Medieaid commission,
Bubtitle DeIncrease in 881 Personal Neeods Aﬁo:amw
¢ Sec. 4301, Increase in st personal needs ailowance,

TITLE V--QUALITY AND CONSUMER PROTECTION

Subtitle AQuality Mapagement and Dprovement

o See. 5001. Natonal Quality Managemeny Program.

See. 3002. National Quality Management Couneil,
Bee, 5003, Natinnal measures of guality performance.

+ See, 5004, Congumer survevs.

. See, 3008, Evaluation and reporting of qualizy performance.

' See. 5008, Development and dissemination of practice guidelines.
See. 3007, Regearch on health care quaiity,
See. 3008, Regionsl professional foundations,
Bee. 5000. National Quality Conssrtinm.
Sae, 5010, Elminsting CLIA requirement for certifieate of waiver for simple

Iaboratory examinations angd prosedures,
' See. 3012 Role of aliantes in quality assurance.
I Ser. 3013, Role of health plans in guality management.

f Suabtitle B--Information Systems, Privacy, and Administrative
Bimplification

Cagrer 28 170 |
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ParT leHEALTH Im"oamnosr SYSTEMS

Seo. 5101, Establishment of health information sysiem.

See. 3182, Additional regirements for bealth information system.

8ee, 3102, Electronie data nevworlt.

See. 5104, Unigue identifier numbers.

Sec. 5108, Health security cacds,

See. 3106, Technical assistance in the establishment of health information sys-
tems,

PaRt 2wPRIvasy OF INFORMATION

Bes. 3120. Heaith information gystem privacy standards.

Hee. 3121, (ther duties with respect 10 privacy.

See, 3122, Comprehensive heaith infortuation privaey protestion act.
See. 5123, Definitions.

©OPaRT 3=DNTEAD: REQUIREMENTE FOR ADMINISTRATIVE SIMPLIPICATION
See. 5130. Standard benefis forms.

PART 4-ENERAL PROVISIONG

See. 5140, National Privacy snd Health Data Advisory Counedl.
Bee. 3141. Civil money peanities.

. 8ee, 5142 Relationship to other laws,

t/

Subtitle CwHemedies and Enforcement

PART I—REVIEW oF Bexerrr DETERMEDNATIONS FoR ENEOLILED
INormDgaLs

SUBPART A---GENERAL RULES

&&, 5201. Eealth ;z,an claims procedure.

See. 3202. Review in regional alliance coraplaint review offices of g'nevances
based on avts ov practices by health plans.

See. 5203, Initial proceedings in complaint review offices.

See. 3204. FHearings before hearing officers in complaint review offices,

See. 5205. Review by Federal Health Plan Review Board,

See. 3206. Civil money penalties.

SUBFART BeEAHLY RESOLUTION PROGRAMS

. 8sc. 3211, Establishment of sarly resolution programs in complaint review of-

freg,
Ses. 212, Initiatien of participation in mediation procesdings.
Ree. 3213, Mediation provesdings.
Hee. 5214, Legnl effect of partivipasion in mediation proceedings.
Bee. 5215. Enforcement of settiement agreements.

PART 2—ADDITIONAL RENEDIES aND ENFORCEMENT PIovISIONs

See. 32321, Judicial veview of Federal action on State svsters,

Sse. 5232, Adminisrative and judicial review relating to cost containiment.
See. 3233, Civil enforeement,

Swe. 23234, Prioritr of sernsin bankrupray claims,

&ee. 5235, Private right to entorce State responsitiiities.
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See. 5238, Private right to enforee Federsl responsivilities in oparstine a gvs-
‘ tern in & State.

Y See. 5237, Private right to snforce responsivifities of alliances.
Bec. 5232, Disevimination olaims.

v’ Sec. 3838, Nondiserimization in federally sssisted progroms.

w v Sec. 5240, Civil action by essential commurity provider,

$ee, 5241, Focial constitutional challanges,
Bec. 5242, Treatment of pinns as partes in civil actions.
Sec. §243. Gensral nonpreemption of axisdng rights and eemedies.

Subtitle D-Medical Malpractice

P4BT l--LIaBOITY BEFORM

See. 8301, Pudersl tort reform.

See. 5302. Plan-based alternative dispute resclutien mechanisras.
Bec. 8354, Requirement for sapdificats of merit,

See. 5304, Limitation on amount of sttorney’s contingency fees,
SBee. 5303, Reduedon of awards for recovery from eoilateral sources.
Sec, 3308, Perindic pavment of awards,

PART 2w THER PROVISIONS B2LaThNG 10 MEDICSY MALPRACTICE
LIABILITY

See. 5311, Enterprise Hability demenstration praject,
Sec. 3312, Pilot program applying practice guidelines to ruedieal malpractice .
ghility actions.

Subtitle Efreud and Abuze

PapT 1w HSTIBLISHMENT OF ALL-Pa¥ER HEsr Ty CARE FRAUD AND ABUSE
. CoNTROL Prosmas

See. 3401, Ali-Paver Heslth Care Froud and Abuse Contral Program.

Bee, 5402, Estoblishment of 48-Paver Health Care Fraud and Abuse Conlrel
! Adcount. \

See. 5443, Use of funds by Inspector General,

! PART 2wAPPLICATION OF FRAUD AND ANUSE ADTHORITIES UNDER THE
Socral SECURITY ACT 1o ALL PaveRs

Ses. 341l. Exclusion from participativn,

See. 5412, Civil monetary penaities,

Bee. 5413, Limitations oo phywician self.referral

See. 3414 Constructivn of Sacial Security Act references.

PART 3—AMENDMENTS 10 ANTLFRAUD AND ABUSE PROVISIONS UNDER
e Sotal SEcuniry AcT

Sse. 3471, Refersnes to amendments,

PART £—AMENDMENTS 0 Capvrval, Law

Sea. 3431, Haaith care Houd.

See. §43%. Forfaivares for violazions of fraud stazutes.

See. 85433, False stotements.

See. 343+ Bribery and graft,

Seo. 5435, Injuncrive relief mlating o heslth care offenses.

Dol -
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See. 5436, Grand jury disclosure.
Sec, 3437, Thed or gmbezzioment.
Gen, 5438, 3lisuse of health security card or vainue idensitier.

Pagr d—AMENDuES?S TO O Fanss DLatds ACT
See, 3431, Amendments to Uivil Falge Clatms Act.

Subtitle F—MeCarran-Ferguson Reform
See. 3501 Repeal of exemption for health insurance.

! ITILE VI—PREMIUM CAPS; PREMIUM-BASED FINANCING;
ANT) PLAN PAYMENTS

See. 8000, Gensral definitions.
‘ Subtitle A~-Premium Caps

PART 1--RESIONAL ALLIANCE EEALTH EXPEVDITURES
SUBPART a-wCOMPUTATION OF TARSETS AWD ACCEFTEDL BIDS

See. 8001, Corpucation of regional sliianes inflation faetors,
See. 6002, Board derermination of national per eapita baseline premium target.
See. 6003, Detormination of aliance per copita premium targets.
* See. 8004, Allianee initial bidding and negotiation process.

Eer, 6005, Stats fnancisl incentves.
. See. 6008, Raecommendations to eliminate regional varistions in aliianee targets
' due to variation in practice putterms; congressional consider-
: adon,
. See. 8007, Reference to lmitation on administrative and judicial review of cer-
: tain determinations.

SUBPARTY B—PLAN aND PROVIDER PAYMENT REDUCTIONS 10 MADNTALNY
EIPENIMTURES WITHEIN TABGETS

" Sec. 6011, Plan payment reducrion,
Sec. §012. Provider payment reduction,

PapT 2--CORPORATE ALLraNnces Hasbrs EXPENUITTREES

Sae. 8021, Calenlation of premium sguivalents.
Sec. §022. Termination of corporate alliance for excess inerease in expendi-
; tures.

Pant 3—TREATHENT OF SNGLE-PavER SYATES

\/ See, 6831, Special rules for single-payer States,

PART 4w TRANSITION PROVISIONS
See. 8041, Moenioring prices and expenditures,
Subtitle Be-Preminm-Related Financing
PaRT I—FOLY FREMITH PaTMENTS

! SUBPART a—FaslILT SHARE

ey - — ES . ] S
S AT M Toaeailes s s mremmiens
T mLIALL XM snnre o premnin,

Qurz=re
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See. 5102, Amount of premium.

See. 5103, Alliance eredit,

Bee. 8104, Premium disconnt based on income,
Sae, 61035, Excess premium credis.

Sec, 6108. Corporate alliance optein credit.
Sec. 8107. Family collection shorfall add-on,

SUBPART B—REPAYMENT OF ALLIANCE CREDIT BY CERTAIN FAMILIES

8111, Bepayment of ailiance credit by certaln families.

8112, No Lsbility for families smpioyed full-time; reduction in Bability for
part-time smapiovisant.

§113. Limitation of Uabiiity based en income.

8114 Special treatment of certain retirees and qualified spouses and chil-
dren,

8118, Special treatmant of certain medicars benefiziariea.

1

PART 2~-EWPLOYER PREMIUVYM PLYMENTS
SUBPART 4—BEGIONAL ALLLANCE EMPLOYERS

Sec. 8121, Employer premiurg payment required.

Sec. 6122, Computation of base employment monthiy premiuem,

Sec. 6123, Premiom discount for certain emplovers.

See. 6124. Payment adjusument for large employers electing coverage in o re-
' gional allisnes,’

See. 6125, Employer collestion shortfall add-on.

Sec. B126. Application 1o self-emploved mndividuals.

BUBPART M(;RPQRA?E ALEIANCE EMPLOYERS
%ee 6131. Emplover preminm payment required.

Subtitle C—Payments to Regional Alliance Health Plans

See. 8201. Computation of blended plan per capi payment amount.
See. 8202, Compuration of plan bid, AFDC, and §8! proportions.

TITLE VII-REVENUE PROVISIONS

Sec. 7061. Aroendment of 1986 Code.
: Subtitle A~Financing Provisions

Pagt 1-INCREASE ¢ TaX oN TOBacCO PRODUCTS

7111 Inerease i exeise taxes on tobsces products.

7112, Modificaticns of esrtain tobaces {ax provisions.

. 7113, Lmpositioe of excise tax on manufacture or importation of rofl-veur.
swn tobaeco.

Part 2—Hearry RELATED ASSESSMENT

See. 7121, Asgessment on covsarate alliiznee emplovers.

Parr dw-BEgazrens or CerTax Healty Canz SUBSIDIES
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Sae. 7131, Becapture of certain health care subsidies receitved by high-income
individuals.

7

PaRT 40THZR PROVISIONS

See. T141. Modifieation to seifemployment tax treatment of certain S egrpora-
tion sharehoiders and partners.

See, 7142, Extending medicare covernge of. and application of hospital insur-
ance tax to, all State znd lceal government srmployees.

Sahtitle B—Tax Treatment of Employer-Provided Health Care

7201, lamitation on exclasion for smployer-provided haalth benefits.

7202, Health benafire may not be provided under cafererin nlans.

7203, Incresse in deduction for hesith insurance suses of self-cruploved ins
dividuals,

7204, Limitation on prepayment of mediesl insarancs prembums,

Subtitle C—Employment Status Provisions

7301, Definivion of emploves.
7302, Ineresse in serviges reporting penailies.
7303, Revision of seation 530 safe harber rules.

Subtitle D—Tax Treatment of Funding of Retiree Heslth
Benefits

See. TH01. Post-revremsent medieal and 1ife insuranse reserves.
Sec, T402. Health benefits acrounts mainiained by pension plans.

Subtitle E--Loordingtion With COBRA Coutinuing Care
Frovisions

v Sec. 7501. Coordination with COBRA continuing care provisions.

Bubtitle FTax Treatment of Organizations Providing Hesith
Care Bervices and Related Organizations

Sec. 7601, Treatment of nonprodit health care organizatons,

See. 7802. Tax easmeny of taxable organizations providing heslth imsurstics
! and ather prepaid health vare services.

See. 7603. Exeraption from income rax for regional aliiances.

. Subtitle G—Tax Treatment of Long-term Care Insurance and
Services

‘Bex, 7701, Qualified long-tartn care services treated as medical zare.

‘Bev. T702. Treatment of long-term care insurance,

1800, 7703, Tax trestment of acceleratesd death benefits under life insurance

- contTacts.

,See. 7704, Tax treatment of companies msumg qualified accelerated death ben-
efit riders,

Subtitle H-—-Tax incentives for Health Services Providers

; \/ Ser, 7301 Nonrefundable credit for eertain primsr health services providers,
See. 7802. Expensing of medigal squipment.

Subtitle I—Misceilaneous Provisions

Cciogas 707
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Sec. 7901, Credit for cosy of personal sssistonce services required by emploved
individusls,
See. 7302, Denial of tax-exempt status for borrowings of health care-related en.
: titdes. ‘
Sse. 7903, Diselosure of return information for administration of cerzain pro-
groms under the Health Securiey let.

TITLE VHI--HEALTH AND HEALTH-RELATED PROGRAMS
OF THE FEDERAL GOVERNMENT

Subtitle A-Military Health Care Beform
Sse. 8001. Uniformed services heslth plsns.

Subtitle B—Department of Veterans Affairs

§

See. 8101, Benefits aod eligibility through Department of Veterans Affsirs
Medical System.

See, 8102. Urgpanization of Department of Veterans Affalrs facilities as health

: pians,

¢ Subtitle C—Federal Employees Health Benefity Program

. 8281, Definitions.

8202, FEHBP termination.

- 8203, Treatment of Federal emplovees, annuitants, and other individuals
(who would otherwise have bsen eligible for fehbp) under
hesith plans,

Sec. 8204, Treanuent of individuals residing abroad.

Sen, 8205. Tramsition and savings provisions.

Seo, 8208. Regulations,

See. 3207, Technical and sonforming arsendments.

§4g

Subtitle —Indian Health Service

See. 3301, Definitiony.

Sge. 830%, Eligibility and nealth service goverage of Indisns.

See. 8303, Bupplementa] Indian health care benefits,

Sec, 8304, Health plan snd health alliance requirements.

Sez. 8305. Exemption of tribal governypents and tribal organizations from em-

plover payments.

-Sen, 8306, Provision of health sswvices to non-enrollees and non-Indians, -
See, 8307. Payment by other pavors.

See. 8308, Contraciing authority.

-See. 8309, Consuitation,

i See. 3310, Infrastrucrure.

See. 3311, Financing.
"Ser. 5312, Rule of construetion.
See. 8313, Authorizations regurding Public Health Ssrvice Tnitiatives fund,

i Bubtitle E~-Amendments to the Employee Retirement Income .
' Security Act of 1974

Bec. 401, Group heaith plan defined,

, See. 340, Limitation on coverage of group health pleny ander titde | of
ERISA.

3. Amendments relating ta continuation soverage.

rnal miwedmenty refuting 0 grenp hesll phins
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. 3405, Plan daires procedures.
. 8406, Efeetve dates,

Subrtitle F—Special Fund for WIC Program

‘%’é / Sec. 8301 Additonal fanding for Special supplemental food progmm for
. women, infants, and children (WIDL

TITLE IZ—AGGRECGATE GOVERNMENT PAYMENTS
Subtitle A--Aggregnte State Payments

Pagit 1wwSTATE MADITENANCE OF EFRPORT PavMENT

8001, Swe mainenance-of-2ffory payment relating to non-cash assistance
recipients.

5062, Non-cash baseline amounts.

8603, Updsting of baseling amounts.

8404, Non-eash assistance child and adult defined.

PART JwSTats PREMIUM PAYSIENTS

9011, Srate premium payment relating to sash assistance rseipients,

3512, Datermination of AFDU per eapita premium ameunt for regional al.
Lances.

. 8013, Demsemination of S8 per capita premivm amount for regional alli-
anegs,

94614 Determination of sumber of APDC and 881 recipients.

8015, Reglonal alilance adiustment factors,

o
8

£y

Papy 3—0ENERAL AND MISCEILANESUS PROVISIONS
H
See, 0021 Timing and manner of payruants.

Sec. 9022, Review of payment level,
See. 8422 Special rules S Puerto Ries and other territoriss,

; Subtitie Bw-Aggregnte Federal Alliance Payments

TS& 9101. Federal premium payments for cash aasiztance recipienta.
See. 9102, Capped Federal alliance payments.

Subtitle C—Borrowing Anthority to Cover Cash-flow
Shortfalls

See 9201, Borrowing authority t6 sover cash-flow shertfalls.

TITLE X—COQRDINATION QF MEDICAL PORTION OF
WORKERS COMPENSATION AND AUTOMOBILE INSURANCE

Bubtitle A--Workers Compensation Insurance
Ses. 10000, DeBnitions,

PART 1—HEALTE PLaN REQUIREMENTS RELATING TC WORKERS
COMPENTATION

Bee. 10001, Provision of workers compensation gervices.
» Sen. 10002, Payment by workers compensation carriar.

¥
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See. 10011 Coordinatinn of specialized workers compensation praviders,

Bee. 18012, Presmpuien of State laws vestriering delivery of warlers compensa.
: Hon medical benefits,

Bec. 10013, Deveispment of supplemerzal schadule.

See. 10014, Consmuetion.

FantT 3—APFLICATION OF INFORMATION REQUIREMENTS; KEPORT O
PRE:OUY REDUCTIONS

See, 10021, Appleation of informatien recuirements.
See. 10022, Feport on reduetion in workers compensacien premiums,

Papr —DBMONSTRATION PrOSEOTS

See, 10031, Awherizanon.
See, 10032, Development of work-reinted protocols.
See. 16033, Devalopment of eapitation payment modsls.

£ Subtitle BwAntomobile Insurapce
Bee, 10100, Dedinitions.

. Paar Le-HEars PLaX REQUIREMENTS BELATING T¢ AUTOMOBOLE
INSERANCE

.Sec‘ 10101, Provision of automohile Insuranes medicsl benefits through health
plans.

See. 10182, Pavment by sutomobile insurance carrier.

PART 2--REGUIREMENT OF PARTICIPATING STATES

Sec. 10111, Development of supplemental schedule,
Sec. 10113, Constuction.

Pamr 3—APPLICATION OF [NFORMATION REQUIREMENTS.
. See. 10121, Application of information requirements.

Subtitle CCOMMISSION ON INTEGRATION OF HEALTH
BENEFITS

See, 10201, C;mmissio::‘
Subtitle D—Federal Employeey’ Compensation Act
. Sec. 10301 Applieation of poliey.
Subtitle E-Davis-Bacon Act and Servies Contract Act
See. 10401, Coverage of benefits under Health Security Act,
Subtitle FEffsctive Dates

See. 10501. Regional alliances.
© See. 10502, Corporate alliances.
See. 10308, Federal requirements.

TITLE XI-TRANSITIONAL INSURANCE REFORM

See. 11001, Imposition of requirements,

Cetobar ©7 175
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11862,
. 11603
. 11004,
1005,
110086,
. 11507,
. 11008,
. 11009,

23

Enforeement,

Requirernents refating to preserving curvent soversge.
Eestriotions on premium incresses during wransition,
Requirements relatiny to poreabilizy.

Bequirerents limiting reduction of benefits,

National transitional health insarance risk paol.
DeGnitions.

Termination,



THE HEALTH SECURITY ACT OF 1993
Health Care That's Always There

Every Ameican citizen will receive a Health Security Card that guar
comprehensive package of benefits that can never be taken away.

fees you a

Guaranieeing comprehensive benefits tha can never be 1aken away. Controfling hedlth core
costs for consumers, business and owr nation. Improving the quilitv of American hedith coe.
Increasing choices for conswners. Reducing paperwork and simplifyving the system. Making
everyone responsible for health care. These are the principles of the Health Security Act of
1993 and they are _pot negotiable.

In America rights and responsibilities go hand-in-hand, We will ask evervbody to pay
something, even if vow contribution is small. Everyone must assume responsibility. No one
should get a free ride.

Most important, we're going to offer new opportunities and new incentives for people to siay
hedithy — cnd to treat small problems before they become big ones. Owr goad should be 1o
keep people iﬁeaz’:hy not trect them dfter they become sick,

The things that are wrong with our health care system are threatening everything that's right
with American’health care,

. Over the next two years, one out of four of us wilt be without heaith coverage at some
point, Change jobs, lose your job, or move -~ and your insurance company is currently
aflowed to drop you

. Tolay's system is rigged against families and small businesses. Insurance companies

pick and choose whom they cover. Then they drop you when you get sick. If you
have a pre-existing condition, you usually can't get any insurance at all.

. Insurance companies charge small businesses as much as 35% more than the big guys.

. Only 3 of every 10 employers wath fewer than 500 employees offer any choice of
health plan, Miilions of Americans have almost no choice today.

» ’I“wentyiﬁve cents out of every dollar on a hospital bill goes 1o bureaucracy and
paperwork -- not patient care.

. Fraud and abuse are exploding, costing us at least $80 billion a year. That's a dime of
every dollar we spend on health care.

. Chrr nation's health costs have nearly quadrupled since 1980, Without reform, by the
vear 2000, one of every five doliars we spend will go 1o health care.



The Bealth Secwity Plan

Every Amfmc{m cttizen and legal resident will receive a Health Security Card.
Once you get your card, you can never lose your health coverage - no matter what.
If you get sick, you're covered. If you change jobs, you're covered. If you lose your
job, you're (:m%erec{, If you mouve, you're covered. If you have the courage to start o
smuall businesé‘s, you're covered,

Your Health é’ecunizy card guarantees you a comprehensive package of benefits that
can never be taken away. The package is as comprehensive as the ones that many
Fortune 500 companies offer their employees. And in critical ways -- like paying jor
preventive care and prescription drugs -- the package gives you more than big
companies provide today.

You will be abie to choose your doctor. Everyone will have a choice of health péans
You'll be abie to follow your doctors and nurses into o tradutional fee-for-service
p.’,an Join o zzezwork of doctors and hospiials, or join an HMO. Your boss or
IRSUrance con_fzpany won 't decide how or where or from whom you get your care --
you will, |

Almost eueryb&dy will be able to s:gn up for a health plan at work, like you do
today. You'll] get brochures that give you easy-fo-understand information on several
health plans - which doctors and hospitals are included, an evaluation of the
quality of cure, a consumer satisfaction survey, and prices. If you're self-emplaved
or unemployed, you can sign up at your area health allionee, which will be run by
consumers and businesses and bargain for affordable health care for you.

The federal government will set up o national health board -- a board of directors
o set standards and make sure you get the comprehensive benefits and guality care
you deserve. State governmends will set up health allionces give consumers and
small bustnesses the power to buy affordable care; and the businesses with 5,000 or
more emplovees will be allowed to operate as "corporate alliances.”

fnsurance companies will be reqguired to use a single claim form to replace the
thousands of different forms they have today. So when you get sick, you won't be
burted in forms - and neither will your nurse, your doctor or your hospital.

. Security for vou and your family,

. A comprehensive package of benefits.

. Health care costs that are smder conbrol.
. Ingaoved qualify of care,

v Increased choices for consumers,

* Less paperwork and a simpler system.

That's what the Health Security Act is all about.



3 health care that's always there,.

Over the next t:we vears, one of every four of us will lose health coverage for some time. The
Clinton plan guarantees that you will ggver tose your insurance ~ no matter what. Here's how
the plan gﬁazazite&e securtty:

. Makes 12 illegal for insurance companies todenry you coverage because of "preexistmg
conditions.” The Health Security Act also makes it illegal for insurers to raise your
premiums or émp you because you get sick. All health plans will be required o accept
anyene who applies - healthy or sick, young or old. '

v Guarantees coverage if you lose your job. The proposal guaram&s that you will keep
your health coverage even if you lose your job, with the employer portion picked up
by Federal revenues and savings. Under the current system, if you lose your job, you
lose your health insurance.

. Guarantees coverage if you switch jobs, move or start a sl business, You will
always be protected -- no matter what. Today, if you switch jobs, move or start a
small bizsiness you ¢an find yourself without health insurance - and risk bankruptey.

. ?mv;ées coverage for em’iy retimwes. The health security plan guarantees coverage for
early retlrefs so they don't have to worry about being without coverage after they
retire and before they are covered by Medicare. Today many early retirecs are i{}szng
their health benefits.

All Americans will receive a Health Secunty card that guaraniees 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 goes beyond virtually all
current insurance plans by covering a wide range of preventive services, including
mammograms,, Pap smears, and immunizations, at no charge to you. It puts a new emphasis
on helping you stay healthy, rather than waiting until they get sick, Prevention saves money
and improves people's health,

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



All Americans will be guaranteed coverage of

*+  Preventive Care { i.e, screenings, physicals, immunizations, mammograms, prenatal Care;
at po cost}

Doctor Visits

Prescription Drugs

Hospital Services

Emergency/Ambulance Services

Laboratory and Diagnostic Services

Mental Health and Substance Abusce Treatment
Expanded Home Health Care

Hospice Care/Outpatient Rehabilitation

Vision and Hearing Care

Children's Preventive Dental Care

- L] - - [ 3 * @ L] * *

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

Limits how much instrance companies can raise your premium. Insurance companies will no
longer be able to raise vour premiums as they please. Today, insurance companies hike your
premiums — sometimes at several times the rate of inflation - if you get sick. if someone in
your family gets sick, and for any other reason,

Introduces competition o the health care marketpiace. The Health Security plan will release
the chokehold that in today's system, insurance companies have on all of us - consumers,
nurses, doctors, and businesses. Reform will encourage competition -~ forcing costs down as
health plans compete by offering high-quality care at an affordable price.

Cracks down on frand. The health secunty proposal makes health-care fraud a crime and
imposes stifl penaltics on those who cheat the system. It prohibits doctors from referring
patients to outside facilities, like labs, which they own a piece of. It stops the kickbacks that
some laboratories give doctors in an cffort to get thoir business.

Asks the dng cam;maes to hold down prescription drug prices. The Health Security ;}Ean
asks drug companies to take responsibility for keeping prices down, without setting prices. In
today's systemy, overcharging cuns rampant —-certain prescription drugs cost Amenicans three
times more than people pay in other industrialized countries.

Reduces paperwork. All health plans will adopt a single, standard claims form by Jan. |,
1995. Along with other measures to streamline the system and free nurses and doctors from
excess bureaucracy, this will reduce paperwork, cut red tape, and save money,

Squeezes the waste out of Medicare and Medicaid. By slowing the growth of these
govemment programs, the proposal uses funds that have been wasted on excessive charges
and funnels them into comprehensive benefits. Under reform, Medicare will be expanded to

i
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cover presm'iptfon drugs, and there will be a new long-term care program 1o help cover home-
andd community-based care. Today, Medicare and Medicaid spending keeps going up and up.
But the elderly.and poor aren't getting any extra benefits, Health security will change that.

Empleasizes preventive care. The Health Security plan puts a new emphasis on preventing
illness before it becomes a medical crisis. Prevention will improve the quality of care by
helping people stay healthy rather than treating them after they get sick. The benefits package
fully pays for a wide range of preventive services; the vast magonty of today's insurance plans
don't cover a penny,

Gives consumers the power to judge the quality of care. Consuniers will receive quaimr
"report cards” that provide information on the performance of health care plans and patient
satisfaction. These report cards will hold health plans accountable for mee:t.mg high standards,
The National Quality Program will help states share mformation on health plan performance.

Reforns malpeactice. The President's proposal will limit lawyvers' fees in order to discourage
frivolous medical malpractice lawsuits. It will also encourage patients and doctors to use
alternative forms of dispute resclution before they end up in cowrt, This will help eliminate
the "defensive medicine” that drives up costs and hurts quality -~ doctors ordering extra tests
because they fear lawyers looking over their shoulders.

Encourages cooperation in rural and whan areas. Rural residents will have access 1o the
latest technology and emergency services through telecommunications links set up between
local doctors and advanced networks of specialists and hospitals, In urban areas, the plan will
increase investment in public hospitals and community health centers.

Provides incentives for more family doctors to practice in nral and wrban areas.  The health
security plan will give financial breaks to doctors and nurses who work in underserved nural
and urban arcas, {t will expand the National Health Service Corps. Two of three rural
counties today do not have enough doctors and 111 rural counties have no physician at all.

Increases funding for prevention research. The National Institutes of Health (NIH) will expand
research in areas like children's health, and health and wellness promotion. Preventive care
keeps people imiﬁmz* and saves money af the same time.

Promotes research on the effectiveness of treatments. Today, a lack of information about the
most cost-effective methods of treatment often leads to expensive defensive medicine and
wide variation in treatments and costs. The plan's investments in research into what treatments
really work wai! help improve the guality of care.



Preserves your 1nght 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 emplovefs into plans that restrict your choice of doctor. After reform, your boss
or Insurance company won't choose your doctor or health plan — you will.

Increases your choice of health plan. You will be able to choose from among all the health
plans offered in your area — no matter where you work. Only one of every three companies
with fewer than 500 employees offer any choice of health plan. After reform, every employee
will be able to choose a health plan.

Puts consumers 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 ficld
and give them trhe same bargaining strength as big businesses.

}
Increases options for long-term care. The President's proposal will make it possible for more
Americans 1o continue to live in their homes and communities while receiving carc. Today
too many famllles 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. !

Gives everyone a Health Security Card. The card — with full protection for privacy and
confidentiality -- will allow for ¢lectronic billing and the creation of health care information
networks. This will reduce paperwork and simplify the system.

Requires msmmce companies to use a single claim form. The Health Security Act will reducc
the insurance company red tape that forces doctors and patients to spend their time filling out
forms and fighting bureaucrats. All health plans will adopt a single, standard claims form by
Jan. 1, 1995, It.will enable doctors and nurses to spend more time taking care of you ~-- and
less time wrestling with paper.

Eliminates fine print. Everyone will get a comprehensive benefits package -- and what you
get will be spelled out in casy-to understand language. If you get sick, insurance companies
won't be able to point to fine print and deny you the coverage you've paid for.

Streamlines hlllmg reimbursement for doctors, nurses and hospitals. The Lomprchcnswe
benefits package, a standard rules and codes for payment, and elimination of excessive
government regulations will reduce confusion. Doctors, nurses, and hospitals will have more
time to carc for patients; and all of us will benefit.



Removes the ixz:zieiz on business of negotiating insurance. Groups of businesses and
consumers — regional health alliances -~ will negotiate for high-quality care at affordable
prices. This will simphify today’s system, where hundreds of thousands of businesses negotiate
with more than [1500 insurance companies. The burden of finding insurance will be lifted -
and so will aém;msimizve costs - which can run as high as 40% of total health costs for
smat! business.

? HOW THE SYSTEM IS FINANCED
The financing proposal was developed under the most rigorous and conservative forccasting
standards. For the first time, re;mwzzv& from gyery federal agency involved in fiscal
accounting and financial projections have been brought together to work out the numbers.
Then teams of actuaries, health economists and other financial analysts from outside the
government Smed as auditors and consultants, checking and rechecking.

i
The system is financed from five major sources:

1) 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 overwhelming majority of cmpicyers cover their employees, and they'll continue to
do s0. But the businesses that provide insurance are paying for those who don't. No one
should get a free ride.

2} Medicare and Medicaid 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
benefits -~ prescription drugs and long-term care - for 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 who can't afford care but receive it anyway and the uninsured.

4} Sin taxes and other federal revenues — There will 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.

!

53 Other savings ~ Reducing paperwork and administration -- estimated to cost $100 hillion
or more a vear - will cut burcaucracy and save money. Cracking down on health care fraud -
- estimated to be at least $80 billion annually — and imposing new stiff penalties wiil also
yield savings. |

é PAYMENT SCENARICS

As a rule, most individudls e fanilies in which at least one person works will pay o
maxinnan of 20% of the average hedlth plan premium in their area Those who choose a
lower cost plar - from among those offered in the area — will pay alittle less than the

i
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2% avemge T}wse w%x; f:}msse & more :zz;emzve p!m wilf pay a izf;‘z‘e more, as zfzm do

Two parent‘ family with children: Two parent families with children — whether one or
both parents work — pay a maximum of 20% of the family premium offered by the
average plan in their area. If both parents work, they choese how to pay their family's
share. They, can have the share deducted monthly out of either paycheck or write a
check to the local alliance.

Couple: Working marmed 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,

Single-parent family: Working single parents with children pay a maximum of 20 %
of the average plan premium for a single parent policy.

Individual: Working single people pay a maximum 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% of
the average plan premium for their policy type in their area.

: EXCEPTIONS

t
Exceptions [mtz provided for: (1} the self-employed and independent contraciors; (2} part-
time workers who have wnearmed income; (3) families with incomes below 150% of the
poverty level, and (4) seasonal workers.

Self-employed/independent contractors: The self-employed and individual
contractorscan deduct from their taxes 100% of their health care costs. As

with any small business, they pay the employer share. They also pay an mdividual
share. If a firm eamns less than $24.000 a year, it is eligible for subsidies,

Part-tine workers with uneamed income: Part-time workers with uneamed income pay a
maximum of 20% of the average plan premium for their policy type - individual,
couple, two parent, or single parent family.

The number of hours someone works determines how much of the premium is paid by the
emplover and how much by the individual. For example, an emplover would pay

4% of the premium for someone who works half-time. Payment of the remaining

40% of the premium depends on how much a person mekes in uneamed income, wath
subsidies provided on a shiding scale for those whose incomes are below 250% of the
poverty level,

Families with incomes 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 average plan premium. This applies 1o individuals making $10,455 annuaily;
couples with incomes of $14,145; families of three eaming $17.835; and families of
four with mcomes of $21.525.

Seasoral wnﬁcets: Seasonal workers pay a maximum of 20% of the average plan
premiunt in the area where they reside.. Those whose incomes are 150% of the
poverty level or below are eligible for discounted premiums. If they have uncarned
income and are not working, seasonal workers are treated the same as part-time
workers.

Umm;ﬂayeé and non-working: Unemployed individuals and heads of household who
make less than 150% of the poverty level are eligible for individual subsidies on a sliding
scale. Those with uneamed income pay all or part of what would normally be the
empieyez’s'shm of the premium.

Those whose incomes are 250% of the poverty level or less — pensioners, for example -
are eligible for discounts on what would be the employer’s share. They are not eligible for
individual subsidies, and pay the normal individual share of the health premium.
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MEMORANTATM
TO: Carol Basoo
FROM: Irwin Redlener, M.D. Q/‘“’" -
DATE: Septemnber 24, 1993
RE: Health Reform and Joby Creation

b e ol el e A e K i e e P A 5 A P e Pl T b i B P, i, P

Greetings. [ wanted o chat with you afier the phiysiciany' event at (e White
House on Monday, but did noi get 2 ¢hance. T am very interesied in e
notfon of jobr creation around hexlth neform. 1 had an opportunity to mention
this briefly to the President, and later to Bruce Reed.

The point is that there iz significant potential job creativa that might
reasonably be projected around heaith reform (and possibly welfare reform
as well). I think this is an important area of consideration abont which we
should have data that could be used for the Congressional process, Pan of
this anaiygis might require outside assistance, but I think it s worth looking
at.

The issue of iob creadon shouid probably not be scen as a primary s¢lling
point fur healih reform.  Ir would, however, work in terms of countering
sorug of the arguments that major job loss would follow cmployer mandated
COVETRgE. \

An analysis of the situation. would likely begis with the types and nambers
ef professwmi and non-professional jobs that would be yequired fo provide

health care to 37 million penpie currently not covered, This wonld
e rkzzze hy u nderarznzimg ratios (0 population for all ievels within the health
care delivery sysiem, It should alse focus on non-professional workers fron
billers w anciliary services. It could be exlended (v wanulacturers and
suppllers of medical supplivs and olhey secondary and tertiary vonseguences
of bringing new servicss 1o a farge group of poople.
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. FROM: Jeffrey 1. Ellerxr
. Office of Media Affairs

BUBJEQCD:

The White House
Health: Care Raform Today
Sthﬁm?ar 9, 1983

* ‘ As we said yvesterday, you’ll continue to hear
migs~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 cests outstrip their abllity
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 spending. Today, Medicaid makes layge
payments to hospitals and other providers who take care
of uninsgured people. Since the uninsured will all be
covered in the new plan, these payments can be reduced,
Comprehensive health reform also leads to savings in
other federal programs, such as the Defense Uepartiment,
Veterans' Administration, and federal employee health
programns..

* The consultation process continues. As a
yesult, many people are looking over drafts of the plan
-~ and naturally numbers are flying all over the place.
Remember, those numbers are not being leaked by the
White House nor are we floating trial balloons. These
nunbers are subject to the consultation process and
very likely will change. But the principles of health



|
|
care will remain the same, security, simplicity and

savings.
1

* j 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—45?—2566 * Fax: 202-456-2362
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| FROM: Jeffrey L. Eller
Office of Media Affairs

SUBJECT: H alkin oints 2]

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:

"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
Higging 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-for-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 systen.-
---the'right to decide who will take care of you.

$5.7 Million Campaign to Protect Their Profits:
The Cocalition 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]



Coalition is front for Health Insurance aompanm&s.

CQalltlon for Health Insurance Choices is "a group put
together and funded by the Health Insurance Association of
America.” [Atlanta Journal, H/12/91)

The Coalition’s $4 million ad campaign "was entirely
financed by the coalition’s principal membexr, 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
HIAZA IS MADE UP OF INSURANCE PROFITEERS:

The Cealition also includes many organizations representing
health insurance underwriters -- the people who profit by
deczdzng who not €0 insure, Members include: The National
Associatian of Life Underwriters and the National Association nf

i
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TO: {See Below)

FROM: Jeffrey L. Eller

Office of Media Affairs

8UBJBCT: Health

FCR INTERNAL USE ORLY
HEALTH CARE {Q AND A
Thursday, September 8, 1593

1 Q: Is the plan final or not? Wwhat’s
going on?

B: 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 neatings
have taken place with more than 1,200 special
interest groups.

We are taking cur draft health
security proposal to Congress and interested groups
and will continue to consult clesely with them and
work with them to incorporate their suggestions.

r Q: What’s with these Medicaid/Medicare
cutbhacks?

' A: Contrary to the misleading headlines
appearing 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
Medicayre and Medicaid are no longer just shifted to
the private sector.

{ And again, savings from Medicare will
ke used for additional benefits for Medicare
beneficiaries -~ long term care and prescription

T



drugs =- and savings from Medicaid will be used to
protect people from ever losing their insurance. In
addition, doctors and hospitals nmust remember that
the savings in Medicare and Medicaid will come
alongside new revenues from the millions of new
patients now covered by the. private sector.

; Q: wWhat about the acousation that you
are using "soft" numbers?

‘ A:r  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 ?xperts among federal agencieg w-

t
H



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.

!

Q: Was the LA Times piece on malpractice reform
accuraFe?

A; The issue of 1limits on non-economic
damage$ in malpractice suits, contrary to the
article, is one of a few issues the President chose
not to,sign 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, controcl costs, and
promote the settlement of disputes outside of the
courtroom. That’s exactly what the provisions now
in the,plan do.

[

Q: Are you taxing big businesses who choose to run.
their ?wn health plans?

A: That’s another option the President will
decideiafter consultations.

|
Q: Wbat 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.



*Let‘s put this in context: For the past
twelvei years, skyrocketing health costs have been a
major factor in exploding federal deficits. Without
health, reform, the declines in annual gdeficits
produced by the President’s economic package wears
off by, 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 nmajor change from the status quo., The wWall Street
Jeurnal story today said it best: This will "mark a
sea change in the effect of health costs on federal
spending.*

[Solomen, Prunty, 2/9/93]
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TREIRIIE

July 26, 1993

Dear Friend:

Health care is a $900 billion dollar industry, one-seventh of America’s annual
G.N.P. and larger than the entire economy of [aly., For that reason salone,
health-care reform should be fashioned ami evaluated according to economie
as well as medzca} criteria.

In this policy brieﬁng, Robert Shapirs, vice president of the Progressive Policy
Institute, demaonstrates why President Clinton and the Adminigtration must
take the laws of economics seriously as it moves deliberately on health care,
In shori, Shapiro asserts that health-care reform will fail if it does not
accommodate the way economic markets actvally 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 de not constitute an excuse for inaction,

an
}'{cam (ore

The way the current medical systerm 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 {o increase the supply, along with reforms to
gradually provide universal health-care security.

Sincerely,

CLé Ble

Chuck Alston
Communications Director

316 Penosylvania Avenue SE, Suits 333, Washington, D.C. 20003 2123470000 Vax 2027547-00899
s



POLICY BRIEFING

? " July 26, 1593

Health-Care Reform and the Laws of‘Ewnémiés
Robert J. Shapiro

President Clinton’s plans to reform 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 universal coverage and reduce
medical-care inflation without damaging the econemy, 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
sconomy mii produce at prices they are willing or able to pay? Presidents facing
this problem can look for ways to balance the people’s desires with the laws of
supply and demand, or try to satisfy them and risk injuring the economy. The
test of leadership for this President, elected to cure both the economy and the
health-care system, will be his ability to shape a package that provides everyone
& measure of security while respecting the manner and pace of economic change.

|

Facing tkle}z Problem

So far, both health-care reformers and skeptics have demonstrated that
it is easier to identify problems than to find sound sclutions. The maost
ambitious reformers are clearly correct that fundamental change has to come
goon. In no other advanced country does one of every seven persons have to
manage without routine care -- one of the reasons why life expectancy in the
1.8, 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 facter 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 of GNP in 1970
to roughly 14 percent today, 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 without
sacrificing investment, productivity and income growth for most Americans.

H
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Refar%m is imperative; but 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, $800 billion-a-year sector that accounts for one-gseventh
of the largest econoray in the world. In such an industry .- with billions of
annual transactions carried out at tens of thousands of facilities, using milhions
of werkers and hundreds of thousands of different goods to produce tens of
thousands of services -- sensible reforms must proceed incrementally angd in
ways that do not conflict with the normal operatmns of the economy. Further,
they must take into account differences among regions and states,

Twao of the basic laws of economics are at issue here. The first is that
prices rige 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 - a5 many reformers want - medical-care inflation will
rise even i‘asi:ezu

i

The sewnd law confronting health-care reform is that economic demand
for most things responds to prices. So long as conventional insurance and the
current healthncare gystem let most Americans use medical services without
paying dlrect.ly 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,
they 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 these economic forces did not matter, the President and Congress could
simply tell business and government to cover everyone for every condition right
away. But they do matter, as our current problems with medical care
demonstirate, Public and private insurance for elderly and poor people, 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 ig that in our current “cost-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 for medical
treatment and incresse the supply of efficiently-delivered care. Managed
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compet;:tmn the most prominent policy strategy based on these principles, would
try to restmcture 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 {0 assume more personal economic responsibility for their health-care
choices; and (3} constrain providers to meet people’s basic needs more efficiently,
prinecipally through health maintenance organizations (HMOQs).

Pointing a Way

Over several years, we can provide basic coverage for everyone without
injuring th:e economy. No one should doubt that we must do s0. 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
hillions 2 year. Ensuring basic coverage for everyone will mean reforming the
basic ground rules of our health-care markets so that there, as everywhere else
in the economy, consumers bear meore of the costs of their own choices, forcing
health-care businesses to become more efficient in order to survive. Inshort, it
requires a new medical-care marketplace that satisfactorily can balance supply
and demand.

If we 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 non-physicians, All but the truly poor will
have 10 piiy 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 practice 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, driving the demand for
universal coverage covering virtually any medical condition. According to
gurveys, 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
medical condition or job status, we and our families can get all the medical care
we need,

Amang the legions of health-care reformers, the proponents of market
cizmpetziwn are challenged by those who see government mandates and price
mgulai.wn as the only practical means of extending coverage and controlling
Co8ts, Thzs alternative, however politically expedient it may seem, can only
defer the remorseless fogic of supply and demand at great economic cost.



The Shape of Tough-Minded Managed Competition

The strategy for managed competition has two basic parts, addressing in
turn 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 of insurance coverage for business
will not be ‘enough to restrain demand, judging {rom the fact that a decade of
determined insurance-shopping by most companies has not slowed health-care
inflation.

Thie approach should be taken two steps further. First, limit the amount
that companies can deduct for providing health insurance to the cost of the
least-expensive package of basic benefits on the market, therchy providing a
direct incentive for firms to select the most lean and competitive health plan.
Second, 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 ‘object is not to increase anyone's financial burdens, but to use tax
policy to promofe an insurance markeiplace where consumers weigh the
purchase of sconomical 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 employees, 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, this 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, evervone 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 Lo medical insurance for the security that life-saving treatment will
always be’available. But if people accept more economic responsibility for the
rest of their care -- if copayments for most routine medical treatments are more
like suto-insurance deductibles for collision damage - prices for these routine
services should rise at rates more like these for other goosds and services.

Mandating Coverage

The principle challenge to this view comes from some reformers who want
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pxggyback 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 contribute either 7 percent of their annual payroll costs to cover most
of the cost!of basic insurance for every employee (80 percent of the basic
premium}. In addition, to cover the rest of the coat of basic coverage, workers
would pay either about 2 percent of wages or the remaining 20 percent of the
premium,

The economics of a mandate are equivocal, at best. With more than thres.
fourths of U 8. companies now voluntarily including insurance coverage in their
employees’ market compensation, evidence that an employer mandate would
devastate business is not strong. Why doesn’t normal market competition for
workers zzam;ze§ the rest to offer cavemge‘? From the worker's perspective, the
pool of icw«sk;ii&d people seeking jobs is large enough so they usually cannot
bargain effacizveiy for health-care benefits, By most employers’ calculations, the
preductivity of most low-wage workers cannot justify health-care coverage that
would, in &ffazzz substantially raise their iotal compensation. Far from
guar&nbeemg benefits to all low-skilled workers, therefore, the economics of a
rigid employer mandate would probably cost many of them their jobs. Forced
to make the choice, many companies would replace many, newly-expensive low-
skilled workers with eguipment or contracts to foreign facilities.

Until 8 stronger economy and managed competition make coverage more
economical for these firms, reform should move cautiously on any employer
mandate. On both economic and equity grounds, there is a strong case for
making the federal government the finander of last resort for universal
coverage, usmg revenues from a progressive income tax, rather than forcing
compames-to trade off health-care costs against job creation and using the
regressive payroll tax, This could be achieved by providing either a substantisl
subsidy for small firms employing low-wage workers or a refundable tax credit
for u.mavered individuals to purchase their insurance.

z

The problem with a direct public subsidy for universal coverage -- whether
the mandate falls on the firm or the individual, and whether the government
subsidizes small employers or their low-paid workers -- i3 the incentive it would
create for some firms 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 children, and the subsidy phased out as a family’s income
rises, Aa labor conditions vary greatly across the country, each state could be
allowed to choose which form 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 for emplﬁyer-paid premiums.

H



Reforming the Health-Care Industry

The second part of a market-based strategy involves reforms of the health-
care méastry itself, 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 rules of trade that, in effect, compel insurers to compete
more on the basis of price and value,

To begin, the health alliances would collect most people’s insurance
premiums and help consumers choose among competing insurers and plans by
publishing simple, standard information about the benefits and suicomes of
every plan. (It is vital that consumers be able to genuinely evaluate the benefits
and ;mrfennan e of every plan since the pewerful tax incentives for purchasing
the Towest-priced coverage will encourage some insurers and providers to try to
compete by.cutting-back 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 get their premiums
on the basis of their pre-existing conditions. Instead, the alliances would define
a standard pzzckage 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 t,hese terms or lose the night to sell coverage through the alliances -
- 8 serious threat when nearly everyone is paying their premiums through them.
By agreeing, an insurer will have to compete with rivals offering the standard
package at less cost or with better outcomes, or face the commercial
consequences, \

The bealth alliances must have the authority to maintain a transparent
and non-discriminatory marketplace for insurance without broader regulatory
powers that could stifle competition or even evolve to a government-managed,
single-payer system. Like a stock exchange, the alliances would be chartered
not to regulate insurance prices or micro-manage the operations of medical
providers, but only to oversee the ferms of trade for the health-insurance
market.

'I‘hese reforms, 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 mystery about where these cost-saving efficiencies would
be found. ;Managed competition will produce a fierce rush to HMOs, which offer
blanket coverage for a per-person price by staffs of doctors, nurses and other
assistants psid by salary or on a per-patient basis, instead of fee-for-service
medicine by physicians and specialists of patients’ own choosing. (It may also
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spur the growth of preferred provider organizations, or PPQs, a variant on the
HMO in which groups of doctors combine for a collective practice. Thus far,
PP(s have not demonstrated the HMO's potential for efficiency gains and cost
resiraint.)

I theory, this strategy packs real economic power;, hy one reasonable
estimate, a doctor in an HMO can cover two to three times the patient-load of
private, fee-for-gervice physicians, Yet to date HMOs have not spread quickly.
Mast Americans prefer choosing all of their own doctors, and most doctors prefer
conducting thezr own practices ~-- and for most people, the incentive to change
has been modest since most HMOs still price their services only a whisker under
fee-for-gservice. In short, 8o far HMOs have not achicved (or perhaps not passed
on} the cost! sa'magz required to make universal coverage work without injuring
the ez:fmomy

There is some evidence, drawn from recent expenience with health
coverage for California public workers and for Minnesota state employees, that
HMQOs can deliver medical care more efficiently and cheaply when they are part
of & managed-competition system. More intense competition will help, In
addition, economics can help identify incentives not only for HMOs to contain
costs, but a}sc for HMO doctors and nurses to recommend fewer and less costly
services,

To achieve this, reform has to confrent 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, wha& 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 nof 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 but 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
their care be protected as its quantity and costs are reduced? The only answer
is to rely on the independent judgment of highly-trained and well.paid
physicians, nurses and other health professionals. Insurance premiums and ¢o-
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 to ensure high-quality care.



The Regulatory Aliernatives

The laws of economics apparently demand a great deal of everyone -~ too
much for those urging the President to simply mandate universal coverage and
then contain health-care costs by federal regulation. By sll the evidence and
theory we know, this political fix would injure both the economy and the health-
care system,

The twn chief regulatory oplions are a "global budget” and price and wage
controls, Wlti; 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. If businesses and workers are required to pay government-set fees
to the heslth alliances to cover all insurance, and these fees are allowed to rise
year by year according to a set measure such as payroll costs or the consumer
price index, medical providers would have to make deo with the resources allowed
them by government. Everyone involved -~ doctors and nurses, HMOs and
hogpitals, insurers and suppliers -- would negotiate or contend for their shares.

By itself, a global budget would not contain health-care inflation for long,
because it does not address the market pressures driving up prices. If
government 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 & particular vear, for & 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 sgueeze on
revenues and i{reatment would recur in more virulent form.

In contrast to a global cap, & more plausible case can be made for a very
limited version 1o discourage price increases during the transition to managed
cam;semwn and universal voverage. As with a global budget, a limited budget
cap would depend on the government determining by some measure how much
insurance premiums should increase. The crudial difference is that the cap
would apply only to premiums for basic coverage and only while the mandate for
universal coverage 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, the economics for even a limited cap remain dubious, Government
gxperts cannot know in advance what markets can determine only in practice -
- namely, the cost over the coming vear for the most efficient insurers and
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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 and 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 every procedure and foregoing the ability to win large judgments for
malpractice.

Even 8o, 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 care will continue to increase. The extraordinarily costly AIDS epidemic
will continue to spread. And technological advances in medicine will continue
to be phenomenally expensive and, under almost any 1magmab1e 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
balancmg 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 reforms, the additional burden could help keep everyone’s coverage secure
and the economy sound.

Dr. Robert J. Shapiro is the Vice President of the Progressive Policy Institute.

10



providers to deliver their basic services. Health-care 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 is 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
18 no sound economic theory or evidence to suppert the hope that these controls
could work in health care. To begin, price and wage controls are virtually
impossible ta enforce in a industry like medical care, with tens of thousands of
separate facilities where billions of annual transactions are carried out,
providing thousands of different services and using tens of thousands of different
goods. Already, health-care 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 docters’ charges in the mid-1980s, physicians
reported visiting their patients more frequently, shifling to more highly-
reimbursed treatments, and ordering more tests that required little of their 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 several years, this system
has modestly slowed the growth in Medicare costs, but fefal medical costis 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. If government tried to control the entire system in this way,
total costs would still depend on diagnosis -- over which hospitals, dogtors and
HMOs will always retain control.

Mareover, price and wage controls would virtually cripple the effectiveness
of managed 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 gsuppliers and doctors for
favorable terms. This would reduce their savings and undercut their competitive
edge, and 5o inhibit their growth just when the gystem requires their expansion.
More generally, by targeting controls only to health carg, the "reform™ would
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THE CLINTON HEALTH CARE PLAN
THE STATUS QUO

Armerican families do not have the security they deserve.
100,000 people a month are losing their coverage, and those who
switch jobs or have a pre-existing condition are not guaranteed
soverage.,

-2

7 Americans are getiing killed by skyrocketing health costs.
Without immediate reform, the annual cost of health gare for
American famillies will more than double by the end of the
decade -~ Lo a whopping $14,000 per family.

=g

The current system is broken -~ and it threatens your family’s
future and the future of every American husiness.

? We must take action now.
THE CLINTON PLAR

President Clinton will scon present a proposal for conmprehensive
health reform. Hism plan will fundamentally overhaul the system and
increase the gquality of care while preserving your right to see your
doctor.

The powerful lobbies of the special interests are already lining up
to bilock the President’s plan. But with your support, the President
will break the gridlock.

The broposal will be based on the following principles:

1} Security: The Clinton plan will provide Americans with the
security of knowing that they will have health coverage even if



2)

33

4)

5}

6}

[T

they switch jobs, lose their job or have a preexisting
condition. T

Cholce: The Clinton plan will allow you teo choose your doctor,

And most Americans will have more choice of health plans. Under
the Clinton proposal, your employer or insurance company won’t

pick your health plan -- you will.

ouality: The Clinton plan will increase the quality of care.
and it will hold doctors and hospitals accountable with a
simple consumer "report card" for each health plan.

P

controlling Costs: The Clinton plan will make health care
affordable again. And it will control the spiralling costs that
are strangling American businessss.

ngpxehensivégeas: The Clinton plan will guarantee all

Americans a comprehensive benefits package.
4

Simplicity: 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 HEALTH REFORM PLAN
Seecurity for Every American

!

Security for you and your family. That’s what the President’s
heaith reform plan is ali about.

Even if you’'re one of those people who’s satisfied with your
haalth;cara today, I’il bet yvou know someone who’s not.

Sémeane who lost their insurance when they switched jobs.
Sopeone who can’t afford health insurance. Someone who got terribly
sicx,zand suddenly discovered hidden limits buried in the fine print
of hig policy. Someone who!s paying a whole lot more this'year for a
whole lot less health care. And someone whe can’t even find a doctor
for her kids.

if so, you're not alone. One of every four of you in this room
rigsks' 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
month% or a year. And that’s a terribly dangerous thing. Because if
you o% your child should ~=- God forbid -~ get zeriously ill when
you'rg not protected -~ all of your financial security could be
wipad out., Perhaps forever.

i[in&axt parsonal story about constituent or someone in your
family who lost khair insurance]

That’s what this health care debate is about. Can your family

:

findipeace of mind? Can you -~ or your child or your mother -- get

the highest quality care when yvou need it most? And get it without

going bankrupt? HNO matter whether you’ve got a great job or are

H
H



THE CLINTOUN HEALTH REFORM PLAN
Becurity for Every American

Page 3 )
between Jobs, No matter what disease hits or when it hits or who it

hits.,
To help you get the security and high~quality care you nged,

H

here’s what the President and I are going te change.
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Today, if you’re sick or your child is sick or you can lose
your 1ok or move to a different state, yvou can lose your insurance.
If you've got what insurance companies call a "preexisting
condition,® you’re out of luck. You probakly can’t get insurance
and, if you can, it costs three or four times what other people pay.

ﬁ%der the President’s plan, you’ll get health security. Lose
youyr job -~ and you’ll still be coversd. Gel sick --'yau’ll still be
aav&r§é* Move to a new place ~— and you’ll be covered. That’s what
inanrgnce is supposed to be all about,

Today, right now, there are pecple who are locked into jobs ~--
people who won’t take better jobs because they’re scared of losing
their health care. That’s because some gompanies offer great
benefita -- while otherg give only bare bones coverage.

Under the President’s plan, that won’t happen. Everyoneg will be
guarahtaed a comprehensive package of benefits, no matter where you
live or what you do or where vou work.

Today, you‘re at the mercy of your boss. He can tell you what
he&lt? plan you’ve got to use -- and even force you to give up your
aaataf Lf your doctor’s not part of that plan.

Under the President‘s plan, you’re in the driver’s seat. You’ll
get to choose among health plans -- and if you want to stay with the
dactér you see now, fine, no problen.

But that’s not all we’re going to do. We're going to make sure
that what you‘re charged for health care is brought under control.

i
‘BEvery day, every houy, exploding health care costs are picking
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all our pockets and handbays. Right now, as you sit here, you'rse

paying ‘for somegne who's heen forced to go
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into an emergency room because he or she doesn’t have insurance. And
the ne%t time you hear about a hospital c¢harging 520 for a Tylenol,
you’ll;know that you’re paving for the patients in the emergency
L0 w;o wil)l never see a bill -~ and couldn’t pay it if they did.
The Clinton plan asks everyone te help pay thelr own way. '

Right now you’re being charged twice as much for health care as
ﬁ&%@&ﬁ% in Germany or Japan -- put when it comes to the survival
rate f&r heart attacks, the United States dossn’t even make the top
twenty. Right now, what you're bging charged for the drugs you need
is ri@iﬁg three or four times faster than in other places -- and yet
ahildfen in some parts of the Third World stand a bhetter chance of
getting immunized than they do here.

S0 we’re going to change the way things work. We’re going to
araak:dnwn on those insurance companies and drug companies that are
makin% high profits «- but not investing in better care, We’re going
o stop the overcharging and restrain rising costs. Only then can we
get this deficit under contrel, and help our nation compete and win
again. *

Then we’ll be able to give you the security you deserve. The
peace of mind that yvour family will get affordable high guality
health care ~-- no matter when iliness 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.

Tt guarantees you access to a comprehensive package of benefits, no
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matter where you live or where you wWork.
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Rﬁ? that package won’t just take cars of you if you wind up in
the haé@itai or have terribkle trouble or need a fancy test. It will
turn aﬁound this crazy system and give you the kind of care that
keeps yvou and your children from getting sick in the first place. In
the nation that invented the polio vaccine, that’s the very least we
can dc;

Youfll be able to choose from a varisty of health plans. Stick
with the doctor you see now if you like. Qr join a netwoerk of
doctors and hogpitals and pay a little less. Or pay a flat fee to a
plan that covers all your services for the year. So if you beconme
unhapp; with your health care, you’ll be able to vote with your feet
o andzget Your care sgmewherz else.

You’ll be asked what you think of your health plan‘mw &ﬁé\thé
results will be displayed in a simple, easy~to-read consumer “report
card."; So health plans will be held accountable for the guality of

;
their ?are. .

ﬁnd 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 auch paper that even if you’ve got the patience to
wade through it, you probably don’t understand it.

That will be éana‘ We’ll take the forms from the 1500 different
insurance compamies and make them into one.

?oday, families that‘face the worst illnesses have to spend

their time poring over insurance forms to figure out which insurance

company is going to cover what -~ rather than sgpending time with
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their loved oneg.

That will be gone,
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Today, nurses and doctors are forced to £ill out form after
form, ?aah one more complex than the last. Some nurses have to fill
out 19 forms for each patvient -~ and then those are checked and
checkeé again.

;All of that will be gone. We’re going to let medical
profeséianqlﬁ practice medicine again.

ngay, companies play games with each other, trying to shift
employees onto the 6ther’$ plan. and if you do get injured on the
job, the crazy and costly workers comp system comes into play -—- and
fraud is never far behind.

That will be gone. We’re going to tie everything together and
make our hesalth care system whole,

Today, the government has gotten so deep into the business of
micro%anaginq health care that it can’t find its way out. The books
that tell you whether Medicare or Medicaid will cover something are
s0 big and thick that nobody can understand them. They‘ve got
checkers checking checkers. You get the feeling that there are more

people writing regulations than doctors delivering care,

}nd vhat, oo, will be gone. Because we’re going to ¢rack down

H

on tée wvaste and simplify the system and make this big mess make
sense.

:ﬁaw let me say to the small business owners in this room that,
if yéa‘ra covering your emploveees right now, we’re going to bring
yaur’eaata under contrel. We’re going to protect yvou. We're golng 4o

stop the insurance schemes that discriminate against you and drive
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your premiums through the roof. We’re going to let you team up with

other small businesses and negotiate for the same rateg that

insurance companies give the biyg guys.
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And if vou’'re not able now to cover your employees, we’re going
to help make insurance affordable for you, your family and vour
workerst We’re golng to ask everybody ~~ workers and employers alike
-« to chip in for health care. We’re going to give you the
as&i&téiaa you need but we’re going to stop asking the folks who are
now pay}ng for insurance to pay for those who don’t. Because it’s
not faly when the dry cleaner who covers his workers has to pay a
whole ;at more because the owner ©f the car wash down Lha street
can’t. pay the price.

Tﬁe bottom line is simple: everybody benefits if everybody
takes %&Spmnsibility.

{gtory of small business from your district/state that
struggles to cover its emplovees)

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
malpr&étiﬁa fees that forced the town obstetrician to close down
SHOP. Qr the fact that this nation is producing thousands of plastic
aurgao;s -= 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 going to produce the fanily doctors
and pediatricians that your family needs.

899 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 yc&v

by making up all sorts ¢of stories about terrible things. ‘Then



THE CLINTON HEALTH REFORM PLAN
Becurity for Bvery American

Page 14
they’1ll: tell you that they agree we need some reform ~~ but only on

their terms.
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WQat they won’t tell you 1s that they’re the ones who have been
liningftheir pockets while the rest of us have had our pockets
emptieé. The ones who have caused the gridlock that let this messy
system‘get even more messed‘up. The ones who have spent their huge
profitg 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
outnumﬁer you. You can win this fight for your family’s security.

%nd when we join together and pass the President’s plan, you‘ll
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-
guality care through a doctor or plan that you choose -- without
ending‘up in the poorhouse.

fhe 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 all over the country. People like you who have
had enough of rising medical bills. People who just want things to
maketsense so they can éet high-quality care. People who want peace
of mind.

'Bill and Hillary Clinton believe that health security is a

! . . .
right. 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 Democrats. 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 yeu’ll have it next year aren’t great, and

3

they’re getting worse. Every day, what you’re charged for health
care keeps rising and rising -~ and eating up your income and the
fatura;af your Kids. And every day the special interests back in

£ g + *
Washington keep blocking us from helping you.

¥You deserve the f{reedom from fear. Cur nation deserves the

freedom to grow. We all need the change. And we nead it novw.

H



THE CLINTON HEALTH REFORM PLAN
Bacurity for EBvery ﬁmarican

Page 18
HEALTH CARE REFORM:
QUEBTIOCN AND ANBWERS
Q: 31}1 I still be able to choose my doctor?

Yes, You will always be akle to choose your dector. And every
American will have the cheoice of a variety of health plans —-
you can go to an HMO, join a netwvork of doctors amd hospitals,
or continue {0 get care on a fee-for-service basis the way most
people do now. It’s your choice,

Today, some businesses have limited people’s choice of
doctor in an effort to control cestas. That won’t happen
under the Clinton plan. No boss will be able to tell you
what doctor to go o or what health pian to join.

If I have a good plan through my employer now, will the new
plan bs as good?

Your benefits package will cover at least as much as -~ and

probably more than --the one you have now. It‘s modeled on the
packaqes offered by Fortune 500 companies. And it’s guaranteed,
g0 your boss oy insurance gompany can’t take away your benefits

or tell you to go read the fine print in your policy when you
get sick.

Hobody will dictate to you what kind of plan yvou’re on or
where you have to go to get care. You choose where you get
yaur care and how vou get your care —-- your bhogs or
insurance company doesn’t choose it for you.

H
T like my health insurance. Why should I pay to insure others?

Like now, you’ll bhe payving to insure yourself and you’ll also
be getting 'the peace of mind that, if you lose your 3&% or get
&ick you won‘t lose your inaaraﬁme.

And remember: right now, you and yeur company are paying
€tor the peocple who don’t pay for thelr 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 nesver ges a
bill -~ and couldn’t pay it if they did.

[The Clinton plan asks evaryan& who can to contribute to

their own insurance. What you pay will go to your health
soverage and your health s&curlty -~ 80 that you will

nevar be in danger ¢f losing your insurance.
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Qs will the new health system mean that I hava to pay higher
taves? How will this reform be paid forz

A: Some people advised us te impose a new, broad~based tax -- such
ag a npational sales tax -~ to pay for health care reform. Byt
the President rejected that advice because he believes the
middle class is already paying its fair share.

Here'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
smokers to pay to make up for the high health costs they
add to the system.

And finally, it asks every emplover and worker o
contribute to the cost of their health care. But the money
will g0 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.

Qz wa are you going to cantrol costs?

As nght now, what you're charged for health care is spiraling out
of conirsl. Insurance ccmganiaﬁ are raising your premiums; drug
companza& 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 teo control costs can
wa provide true peace of nmind and security to all
Americans,

Qs won‘t quality be sacrificed for the sake of cost savings in the
ﬁew system?

Aq Absolutaiy not. That’s just an old scare tactic from the
special intexests that profit from the status guo.
The Clinton plan will improve the quality of American
health care. Under the Clinton plan, the best techunologies
in the world will ke put to work for you. There will be
moyve primary care doctors and nurses to give care. And
there will be a simple consuner report card -« s¢ that
doctors and hospitals are held agcountable based on
results, not on how many forms they fill out.

1
I
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