
~ ·.d-/~. 
:::'~.'_..__ r •• ~ •••• ~" •• :~.j:"'::':'.'_~:"",::,:" ~~'~::""'__• ".-=..:''::':':~~ _. -.~ .._.~.. -..-- .~...<~~" -~~,~-.~ ...,._ ~ •. , _~,_ "'..... 

• c&!W ' F k9 t!WM BEA' 	 ?.. 

Route to: 	 Nancy-Ann Min Decision needed 
Please sign 

Chris Jennings ~ I' Per your request 
Barry Clendenin \ ~ Please comment 

For your information --.-X. 
Subject: HC'FA 'Additional Medicare Savings 

With informational copies for: Proposals of July 24 
. 1,,_,. 	 ­ L Nichols, HFB/HD Chrons 

m+n 

From: 

We have prepareq~,}three tables (attached) that show the effects of HCFA's July,24th 
proposed additions to the Senate Medicare savings package. As with HCFA's July 
21st "$25 billion additional savings" packages, the new alternatives put almost all of 
the additional savings after FY 2000. Hour proposed additions (high-cost medical 
staffs' and full lab coinsurance) are not included, none of~the't~ee packag'es"wil'l ~:"'-~;; ;~::""":'. ,'!' 

raise the FY 1995-2000 total to $80 billiOI)r Option 01 is closest at $79.7 billion. 

Option D is Building Block. HCFA's packages are proposed as additions to Option D. 
HCFA proposes three versions of further hospital market basket update reductions: 

.f,,., 

Option 01: 	 MB minus 2% (FY 1998-2004) for urban hospitals 

MB minus 1 % (FY 1998-2004) for rural hospitals 


Option 02: 	 MB minus 2% (FY 1999-2004) for urban hospitals 
: "~ 'I.,.....

MB minus 1% (FY 1999-2004) for rural hospitals 

Option 03: 	 MB minus 2% (FY,~001-2004) for all hospitals 

MB minus 2% (FY 2000) for urban hospitals only 


,f< 

Because of these specifications, most of the savings in these prop,?sals come from 
reductions in payments to urban hospitals. 

Note: The first page of the attached tables is unchanged since Friday -- it should 
~erve as page 1 for all three additional packages. 

CLINTON LIBRARY 
Attachments PHOTOCOPY' , 



OPTION D - Page 1 MEDICARE OPTION - f!AVINGS AND COSTf! 
Estimated CBO scoring 

. 7125/94 12:52 r r 

All estimates are preliminary and unofficial -./' 

($ millions, by FY) 

i*. 5-yr Total 6-yr Total 10-yr Total 
PROVISION 1995 1996 1997 1998 1999 2000 2001 2002 2003 2oo4~~ 1995·1999 1995·2000 1995-2004 
PART A· SavingslReceipts 
Hospital Update at MB· 1.0 (1997-2000) 0 0 -271 -1,005 ·1,918 -2,986 -3,318 -3,798 -4,158 

;~I~f 
-4,554l~ -3,200 -6,186 -22,014 

DO NOT Reduce Indirect Med. Educ. Payments 
Reduce Payments for Hospital Capital 

0 
0 

0 
·808 

0 
-971 

0 
-1,216 

0 
-1,598 

0 
-2,097 

0 
-2,163 

0 
-2,449 

0 
-2,651 

O~ 
-2,872!~ 

0 
-4,599 

0 
-6,696 

0 
-16,831 

Phase Down DSH (20% reduction) 0 -112 -370 -1,006 -1,097 -1,196 -1,304 -1,422 ·1,551 .1,692::::: ·2,585 -3,781 -9,750 
Cash Lag During GME Funds Transfer 0 -61 -92 -191 ·264 -336 -414 -499 -591 -69g:~ -608~ -944 -3,139 
Extend OBRA93 SNF Update Freeze 0 -63 -150 -188 ·204 ·218 ·233 -249 ·266 .284:@ ·605 -823 -1,855 
Prohibit PPS Exemptions for New LTC Hosp 
Part A Interactions 
Extend HI Tax to All State/Local Employees 

-20 
0 
0 

-40 
0 

·1,595 

·70 
26 

-1,590 

-100 
134 

- -1,485 

-130 
228 

-1,470 

-170 
336 

-1,360 

-220 
408 

-1,340 

-270 
449 

·1,205 

-320 
495 

-1,055 

-~~~ilil 
-900~1 

-360 
388 

·6,140 

-530 
724 

-7,500 

-1,710 
2,649 

·12,000 
PART A - Costs 
Medicare Dependent Hospitals (ends FY99) 40 50 50 50 10 0 o· 0'!1 200 200 200 
Rural Transition Grants (authorization; non-add) 

Part A Sub-total 
30 
20 

30 
-2,629 

30 
-3,450 

30 
-5,007 

30 
-6,443 

0 
-8,027 

0 
·10,097 

0;1j~ 
·10,790i:~

l 

150 
-17,509 

150 
·25,536 

150 
-64,450 

PART B - SavingslReceipts 
Use Real GDP in MVPS for Physician Services 
Set Cumulative Growth Targets for Phys Svcs 
Cut 1995 Physician Update (-3%; PC exempt) 

0 
0 

-252 

0 
0 

-416 

-258 
75 

-458 

·803 
-1,725 

-499 

-1,606 
-2,325 

-540 

-2,477 
-1,500 

-583 

-3,305 
-1,625 

-629 

-4,206 
-1,850 

-680 

-5,301 
-1,975 

-735 
:;:~~I

-794:<:: 

-2,667 
-3,975 
-2,165 

-5,144 
-5,475 
-2,748 

-24,545 
-13.125 

-5,586 
Eliminate Formula Driven Overpayment 
Competitive Bidding for Lab Services 

-480 
-47 

-1,012 
-236 

-1,333 
-266 

-1,760 
-298 

-2,346 
-333 

-3,181 
-373 

-4,224 
-419 

-5,480 
-471 

-7,057 
-531 

-9,086 ::::: 
-599;:1 

-6,931 
-1,180 

-10,112 
-1,553 

-35,959 
-3,573 

Competitive Bidding for Oxygen/MRI/CT 
Lab Coinsurance (MD+OPD)' 
Prohibit Certain Physician Self-Referrals 
Resource-Based Practice Expenses for Physicians 
Extend Part B Premium at 25% of Costs (net) 
Income-Related Part B Premium 
PART B - Costs 

-31 
-411 

0 
0 
0 
0 

-155 
-687 

0 
0 

542 
-10 

-172 
~761 

0 
0 

1,432 
-1,730 

-189 
-866 

0 
0 

2,116 
·1,230 

-206 
-970 

0 
0 

1,504 
·1,660 

-224 
-1,086 

0 
0 

154 
-2,010 

-244 
-1,219 

0 
0 

·1,368 
-2,470 

-267 
-1,358 

0 
0 

-3,267 
-3,030 

-292. 
-1,545 

0 
0 

-5,589 
-3,700 

-319l 

::,:1~ 
-4,520[::: 

-753 
-3,695 

0 
0 

5,594 
-4,630 

-977 
-4,781 

0 
0 

5,748 
-6,640 

-2,099 
-10,647 

0 
0 

-11,706 
-20,360 

Incentives for Physicians for Primary Care 
Prohibition on Balance Billing 
Payments to Eye/Ear Specialty Hospitals 
Payments for MD Assistants/Nurse Practitioners 

Part B Sub-total 

0 
0 
2 
0 

-1,219 

0 
118 

3 
0 

0 
195 

3 

0 
213 

0 
170 

-4,871 

0 
230 

0 
210 

-8,042 

0 
248 

0 
250 

-10,782 

0 
268 

0 
310 

-14,925 

0 
289 

0 
380 

-19,940 

0 
312 

0 
470 

-25,943 
~I

-32,164:n 

0 
756 

8 
480 

-19,158 

0 
1,004 

8 
730 

-29,940 

0 
2,210 

8 
2,470 

-122,912 



PROVISION 
PARTS A and B - Savings 
10% Copayment for Home Health Services 
Home Health Copay - no 30 day window 
Extend OBRA93 Medicare Secondary Payer 
HMO Payment Improvements 
Reduce Routine Cost Limits for HHAs 
Expand Centers of Excellence 
PARTS A and B - Costs 
Repeal Medicare/Medicaid Data Bank 

Parts A and B Sub-total 

H~EA fm~oseg Chilnges {Zal/2:l1: 
Lower MSP threshold from 100 to 20 employees 
Extend ESRD Secondary Payer to 24 Months 
Cut 1995 Phys Fee Update add'l-l%i incl. PC 
Increase DSH Phase-down from 20% to 33% 
HI Interaction 
Correct MVPS Upward Bias (eff. FY95 MVPS) 

TOTAL with HCFA 7121 Changes 

fossjbJe Adgitions to Reach Silving!! Iargets 
Reduce Payments to High-Cost Medical Staffs 
Coinsurance for Independent Lab Services· 

TOTAL with All Additions as 0/7121 

MEDI!:.::.ARE QPTIQN - SAYINGS AND !:'::QSIS 
Estimated CBO scoring 

All estimates are preliminary and unofficial 
. ($ millions, by FY) 

1995 1996 1997 1998 1999 2000 2001 

-104 -1,156 -1,375 -1,550 -1,674 -1,815 -1,969 
-52 -578 -688 -775 -837 -908 -985 

0 0 0 0 -1,219 -1,788 -1,906 
-30 -90 -165 -250 -350 -400 -440 

0 0 -292 -551 -669 -732 -800 
0 -100 -110 -90 -80 -60 -30 

57 347 388 
-2,283 -2,828 -6,130 

0 0 0 -176 -236 -303 -342 
0 -84 -119 -127 -140 -154 -169 

-100 -225 -240 -250 -240 -250 -250 
0 -74 -246 -669 -730 -795 -867 
0 2 7 20 22 24 26 
0 0 -20 -210 -910 -1,880 -2,770 

-1,428 -6,633 -9,599 -12,393 -19,223 -26,370 -32,386 

0 0 0 -524 -804 -763 -820 
-273 -458 -527 -578 -646 -724 -812 

-1,701 -7,091 -10,126 -13,495 -20,673 -27,857 -34,018 

2002 

-2,136 
-1,068 
-2,131 

-490 
-876 

-10 

-266 
-186 
-250 
-946 

28 
-3,600 

-39,464 

-937 
-926 

-41,327 

2003 

-2,317 
-1,159 
-2,163 

-540. 
-956 

0 

-7,135 

-392 
-205 
-255 

-1,038 
31 

-4,490 

-47,549 

-971 
-1,030 

-49,550 

""" 

5-yr Total 
2004~f 1995-1999 

:::~ 

ij 
-2,513 

1 
!ll -5,859 

-1,257;;!~ -2,930 
-2,303 :~~ -1,219 

-595l::: -885 
::::: 

-1,049 Ii: -1,512 

J -380 

946 
7 717!~$ -11,839oJ 

-412 
,;.:. 

-225~ili -470 
-255&) -1,055 

-1125~~ -1,719 
' 34~~ 51 

-5,480 j:!~1 -1,140 

-55,942:~l -49,276 

09,,1 
:.;~ ... -1,328 

-1,162®1 -2,482 
j 
~ 

-53,086-58,056 !~~~! 

7/25194 

6-yr Total 
1995-2000 

-7,674 
-3,838 
-3,007 
-1,285 
-2,244 

-440 

-715 
-624 

-1,305 
-2,514 

75 
-3,020 

-75,646 

-2,091 
-3,206 

-80,943 

12:49 

10-yr Total 
1995-2004 

-16,609 
-8,307 

-11,510 
-3,350 
-5,925 

-480 

946 
-45,235 

-2,135 
-1,409 
-2,315 
-6,490 

194 
-19,360 

-250,987 

-5,771 
-7,136 

-263,894 

\' 
1"-' 

">, 

,/ 

"These proposals could be combined into one lab coinsurance proposal, as in the HSA and SFC Chairman's 
Mark. If not combined, savings from MD+OPD provision by itself could be substantially reduced (up to 50%). 

Option D1: 
HCFA Pro12osed Additions {7/24194}: 
URBAN Hospital Update at MB-2.0 (1998-2004) 
RURAL Hospital Update at MB-1.0 (1998-2004) 
Part A Interactions 

Sub-total, 7/24 HeFA Additions 

!TOTAL with HCFA 7!~4 additions 

1995 

0 
0 
0 
0 

-1,701 

1996 
0 
0 
0 
0 

-7,091 

1997 
0 
0 
0 
0 

-10,126 

1998 

-583 
0 

17 
-566 

-14,061 

1999 
-1,335 

0 
40 

-1,295 

-21,968 

2000 

-2,226 
0 

67 
-2,159 

-30,016 

2001 

-4,124 
-123 
127 

-4,120 

-38,138 

2002 
-6,608 

-281 
207 

-6,682 

-48,009 

2003 

-9,302 
-463 
293 

-9,472 

-59,022 

. 11111 

2004:j@ 

-12,451 it
.,~ 

-677l 
39di 

-12734rl'z·::: 

-70,790'
•.1 
~:." 
:::~ 

5-yrTotal 

1995-1999 

-1,918 
0 

57 
-1861' 

-54,947 

6-yr Total 

1995-2000 

-4,144 
0 

124 
-4,020 

-84,963 

10-yr Total 

1995-2004 

-36,629 
-1,544 
1,145 

-37,028 

-300,9221 



7/25194 12:54 \. \[1 

MEDICARE OPTION - SAVINGS AND COSTS .. 
Estimated CBO scoring 


All estimates are preliminary and unofficial 

($ millions, by FY) 


f: 5-yr Total 6-yr Total 10·yr Total 

PROVISION 1995 1996 1997 1998 1999 2000 2001 2002 2003 2oo(t 1995-1999 1995-2000 1995-2004 

PARTS A and B - Savings i:i[ 

10"10 Copayment for Home Health Services -104 -1,156 -1,375 -1,550 -1,674 -1,815 -1,969 -2,136 -2,317 .2,513~iii -5,859 -7,674 ·16,609 

Home Health Copay - no 30 day window ·52 -578 -688 -775 ·837 -908 ·985 -1,068 -1,159 -l,257~lj -2,930 ·3,838 ·8,307 

ExtendOBRA93 Medicare Secondary Payer 0 0 0 0 -1,219 ·1,788 -1,906 -2,131 .2,163.2,303~~: -1,219 -3,007 -11,510 

HMO Payment Improvements ·30 -90 -165 -250 -350 -400 -440 -490 -540 -595i: -885 -1,285 -3,350 

Reduce Routine Cost Limits for HHAs 0 0 ·292 -551 ·669 -732 ·800 ·876 ·956 -l,049~:;: ·1,512 -2,244 -5,925 

Expand Centers of Excellence 0 ·100 -110 -90 -80 ·60 -30 ·10 0 ol· -380 -440 -480 

PARTS A and B - Costs ::;'; 

Repeal Medicare/Medicaid Data Bank 347 388 ... ~~ 946 


Parts A and B Sub-total -2,283 -4,829 ·5,703 -6,130 -6,711 ·7,135 .7,717::::: ·11,839 

~~ 
HCFA Proposed Chances fZl21!94)j ::::: 
Lower MSPthreshold from 100 to 20 employees 0 0 0 -176 -236 -303 -342 ·266 -392 -42011 -412 -715 -2,135 
Extend ESRDSecondaryPayert024 Months 0 -84 -119 -127 ·140 -154 ·169 ·186 -205 -225t; -470 -624 ·1,409 
Cut 1995 Phys Fee Update add'l-l%; indo PC ·100 -225 -240 -250 -240 -250 -250 -250 -255 -2551; -1,055 ·1,305 ·2,315 
Increase DSH Phase-down from 20% to 33% 0 -74 -246 -669 -730 ·795 -867 -946 -1,038 -1,125;;: . -1,719 -2,514 -6,490 
HI Interaction 0 2 7 20 22 24 26 28 31 3d! 51 75 194 
Correct MVPS Upward Bias (eff. FY95 MVPS) 0 0 ·20 -210 -910 ·1,880 -2,770 -3,600 -4,490 -5,480:;:1 ~1,140 -3,020 -19,360 

TOTAL with HCFA 7121 Changes -1,428 -6,633 -9,599 -12,393 -19,223 -26,370 -32,386 -39,464 -47,549 -55,942·11: -49,276 -75,646 -250,987 

Possible Additions to Reach Savings Targets ~~I 
Reduce Payments to High-Cost Medical Staffs 0 0 0 ·524 -804 ·763 -820 -937 -971 ·952 :i:~ -1,328 -2,091 ·5,771 
Coinsurance for Independent Lab Services" -273 -458 ·527 ·578 -646 -724 -812 -926 ·1,030 -1,162:1: -2,482 -3,206 -7,136 

TOTAL with All Additions as 0/7121 -1,701 -7,091 -10,126 ·13,495 ·20,673 ·27,8'!17 -34,018 -41,327 -49,550 -58,056 i!!, -53,086 ·80,943 -263,894 

"These proposals could be combined into one lab coinsurance proposal, as in the HSA and SFC Chairman's 
Mark. If not combined, savrngs from MD+OPD provision by itself could be substantially reduced (up to 50%). 

Option D2: iff: 5-yr Total 6.yr Total 10-yr Total 

HCFA Proposed Additions (7/24194): 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004;::: 1995-1999 1995-2000 1995-2004 
URBAN Hospital Update at MB-2.0 (1999·2004) 0 0 0 0 ·667 -1,484· -3,300 -8,268 -11,3191 ·667 -2,151 ·30,702 
RURAL Hospital Update at MB·1.0 (1999-2004) 0 0 0 0 0 0 ·123 -281 -463 -677;:j 0 0 -1,544 
Part A Interactions 0 0 0 0 20 45 103 178 262 360#: 20 65 968 

Sub-total, 7/l4 HCFA Additions 0 0 0 0 -647 ·1,439 -3,320 ·5,767 -8,469 -l1,636~l -647 ·2086 ·31278 
~ " 

lTOT.=J\:-:L:-w---=-it-:-h--:H::::C::-F=J\-=-=717:2:"":4-a-:d'"'"d1:-·h:-·o-n-s-------.-::"l,-=7-::"01-:----=7,-::"09-=-1::---·-::"10-=-,-::"12=-6::---.-::"13=-,-::"49=-5::---.-::-21-,3=-2-0--.2-=-9=-,2=-9-6--.3-:7=-,3-3=-8---4:-7-,0-9-4--.58"--,0-1=-9---6-9-,6-9-2¥i~1 ·53,733 -83,029 -295,1721 

t~ 



~ 
7/25194 12:56 ,~ 

MEDICARE QPTIQN - SAVINGS AND ~QSIS .; 
Estimated CBO scoring 

All estimates are preliminary and unofficial 
($ millions, by FY) 

~ 5-yrTotal 6-yrTotal 10-yrTotai 
PROVISION 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004~i~ 1995-1999 1995-2000 1995-2004 
PARTS A and B - Savings 
10% Copayment for Home Health Services -104 -1,156 -1,375 -1,550 -1,674 -1,815 -1,969 ·2,136 ·2,317 

~~ 
-2,513 ii; -5,859 -7,674 -16,609 

Home Health Copay - no 30 day window -52 -578 -688 ·775 -837 ·908 -985 -1,068 -1,159 -1,257 :~:~: ·2,930 ·3,838 -8,307 
Extend OBRA93 Medicare Secondary Payer 0 0 0 0 -1,219 -1,788 -1,906 ·2,131 -2,163 -1,219 -3,007 ·11,510 
HMO Payment Improvements 
Reduce Routine Cost Limits for HHAs 
Expand Centers of Excellence 
PARTS A and B - Costs 
Repeal Medicare/Medicaid Data Bank 

Parts A and B Sub-total 

·30 
0 
0 

57 

-90 
0 

·100 

154 
-1,770 

-165 
-292 
-110 

347 
-2,283 

-250 
-551 
·90 

388 

-350 
-669 

-80 

-4,829 

-400 
-732 

-60 

-5,703 

-440 
-800 
-30 

-490 
-876 
-10 

-6,711 

-540 
-956 

0 

-7,135 ::~I 
-885 

-1,512 
-380 

946 
-11,839 

-1,285 
·2,244 

-440 

-3,350 
-5,925 

-480 

946 
-45,235 

::::: 

H~EA f[ol2oseg Cbange~ {Z/21l2::l): 
Lower MSP threshold from 100 to 20 employees 0 0 0 -176 -236 -303 -342 -266 -392 -42011111 -412 -715 -2,135 
Extend ESRD Secondary Payer to 24 Months 
Cut 1995 Phys Fee Update add'l-l%; incL PC 

0 
-100 

-84 
-225 

·119 
-240 

-127 
·250 

·140 
-240 

·154 
-250 

-169 
-250 

-186 
-250 

·205 
-255 ~;;;',I~ 

::::: 

-470 
-1,055 

-624 
-1,305 

-1,409 
-2,315 

Increase DSH Phase-down from 20% to 33% 0 -74 -246 -669 -730 -795 -867 -946 -1,038 -1,125 :;:i: -1,719 -2,514 -6,490 
HI Interaction 0 2 7 20 22 24 26 28 31 34~j! 51 75 194 
Correct MVPS Upward Bias (eff, FY95 MVPS) 0 0 -20 -210 -910 -1,880 -2,770 -3,600 -4,490 ·5,480;;:;! -1,140 -3,020 -19,360 

TOTAL with HCFA 7/21 Changes -1,428 -6,633 -9,599 -12,393 -19,223 -26,370 -32,386 -39,464 -47,549 -55,942~;~ -49,276 -75,646 -250,987 

fossible Additions to Reach SavinG! Targets 
Reduce Payments to High-Cost Medical Staffs 0 0 0 -524 -804 -763 -820 -937 -971 -952 *1 -1,328 -2,091 -5,771 
Coinsurance for Independent Lab Services" -273 -458 -527 ·578 -646 -724 -812 -926 -1,030 

-1, 
162 

ii[i 
-2,482 -3,206 -7,136 

TOTAL wit" All Additions as 0/7121 -1,701 -7,091 -10,126 -13,495 -20,673 -27,857 -34,018 -41,327 -49,550 -58,056 ~m: -53,086 -80,943 -263,894 

"These proposals could be combined into one lab coinsurance proposal, as in the HSA and SFC Chairman's 
Mark. If not combined, savings from MD+OPD provision by itself could be substantially reduced (up to 5W/o), 

Option D3: 
':':. 
m~~ 5-yr Total 6-yr Total 10-yr Total 

HCFA Proposed Additions (7/24/94): 
Hospital Update at MB-2.0 (2001-2004) 
URBAN Hospital Update at MB-2,0 (2000) 

1995 

0 
0 

1996 

0 

1997 

0 
0 

1998 

0 
0 

1999 

0 

2000 

0 
-742 

2001 
-1,896 

-825 

2002 

-944 

2003 
-7,128 
-1,034 

2004 ji!~
:;::i 

-10,408 ;m: 

·1,132 r: 
1995-1999 

0 
0 

1995-2000 

0 
-742 

1995-2004 
-23,772 

-4,677 
Part A Interactions 

Sub-total, 7/24 HCFA Additions 
0 
0 

0 
0 

0 
0 

0 
0, 

0 
0 

22 
-720 

82 
-2,639 

159 
-5,125 

245 
-7,917 'l1,~:I~i 

0 
0 

22 
-720 

854 
-27,595 

~~;~; 

7124 additions -1,701 
------------------­

~7,091 -10,126 -13,495 -20,673 -28,577 -36,657 -46,452 -57,467 -69,2SOm' -53,086 -81,663 -291,489 
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.' 
. "' .SOcial:~~c~~~e~i.~~di~~i..'\ ".;~:.:: .. :~-- ' . "::. " :::;".' ,."., ':. ':'~:'.; '}'. ",' . . ' 

'0 ... ' Such legiSl~tiori ,w6Ui(ijje:reieIT~d to tbe'~elev8i1t 'committ~(s) an-a"'woutd be '. 
- consid~r.ed"~ p~fj1;.:t~~ ~~?~'~~)~n~Jlif~,~~~te·.tiDd~f tli~.' ¥p~di.t.~(p~·q.~e:ss ."_'..:, 
,.,ipr()~~ep,r~!~,~~lt~~:;~~i~.~~~:~~;mmi,~~~~P¥,J;.i::·:~~iJ~~~agbl:t,~q~~'.PJ~:J~Y~.::: ",

'.: amendable ;and~ie uiie~tliefPresideot'$:s" atU.re,.;~·~:t;·:;~;,:,., y: , :'. ~\:, 'i;',:' ::'. ,~:; l~.">..,

'.-" '...-': .•.. , ." ."'. t{:,!;.:;;.";·':-";'~=,:?::~..,';·::,{{;,~,~":~,>:,:,, ,.::'",:,:, :'" :'," ",,", :i:, _.':.:';-.':' . 

a 	 . ' tn .order' for thel.~~sl8:tiqn to be:eligibl~ for iliis~edited.praceciuresi GAO ,', 

. -wouldp.,a:re [0 ce.~ ~t th~ legislapon"'Qu!~ iri.f.a~~cCo~plish its objcctivC?:'in 

, a defici~ neutralm,anner. ,PriOI..,tO $e~bW.b~ing· b~oughtup.on the S~natetI90r, ' _ 


, ,.' pri,ar tq ~d reading, and pr~~r lo'~arpassage otthe-'cb,D.fer~Dce repo~}:a 6() .:' < 


, 	 'vote point of order would lie agaipSf such legislation if'it does'ri(lt have "the GAO:, ", 
certification. " , 

o 	 If such legislation is not enac~ed bYI?~cembcI 31, 2000! an empl~yer m~~tc 
would goioto effect on January t' 2OQ2iD. those states where Coverage is below 95 

" percent. "'. -';' 
~ ,'- . 

o 	 ' Ul'lder the manda~ ~1;uploYers,.~th:25.'~{¢or~ employees would have to p~ SO 

per~t of ~eif'eU,1ploye'~s)'prc,~@i:~~ts: Witli thcetI\ployce paymg the ", 

reroamdcr., FirIzls:crilploylngfcwer:.thaiii5"workers wotild be exempt fram the 

employer mand2te. , IndiyidualSwmlld ~e-.tequ.i.Ied to have health ins~ance. 


, """ : ' '. ;'" . ..' -, . 

o 	 Subsidies would' be:: av~u:able to ~edu~ both employer and individual costs: 

. 0 	 .'~ploy~~':~o~~:~,all~~l~ser 9f sa p~teen~ of the prer¢iun or 8 percent 
.' - (If ·eacb·~:~p'l~y:.~·~jV1Cige.. '" ',' '.,., , : : _ ". 

" L' ',.1 ~ '. ~ . 

. . 0 E~ploye~:-~ .~djusted· Gross1i:ico~e w:i~er :ZOO pe~~~t of pave(ty 
would be subsi~ on ~eit 50 pcrce~t share of the p~emium on a sliding 

. , scale baSiS~HQweVer;-;noiIidiVidU3J. woulq. pay m~re'th~ .~percent ()f , 

their Ad~~t~GrdssIncO'me fort¥e 50 pereentshare of ~?ir'premitfn.1. 
. ,

',. . :' " ',', "" .' .j,. , .' ,'.,,, ,,', '. " " o 	 ., Non;'wor~ersand;those'in ~nipt:firmS woulc;l reeeiveth¢:~am.e 'subs~di.e~' 
for. their.5d~ p~rci:nt ~eofthe:'pie~ as erilploye~sil{~~~fe~Ji!ffis. 

. l)tey ~0l!14:~~",~e su~s~~p1i'Qt.e 'remp~~yeI'f. sharf;·.of. ~~;p*~~um .' ' 
'.lccordingt~:~~~e!e~t§lldplg, s,~e~at'phases ;ont by 200,p¢rcent of ­

" poyetty.;:,~ ;}(; -' ;,;:,":'0: '::,,:. ':'-. _.:' >.~.. :." ", '. 
,}",\, "".':: ': :: J: '_:- .~ -_ ~ -',. 

.Xfft~~~~?~;,:!J.}~;i:k;:;~~;:.?':?:.:,~~::r":· . 	

',' 
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FAX TO CHRIS JENNINGS 


RE: POSSIBLE POLICY FOR THE DEDUCTIBLE UNDER THE 

DRUG BENEFIT' 


The deductible amount for 1998 (first year of the benefit) would 
not be set in statute. Instead, the bill would require that the 
Secretary determine the deductible consistent with.a spending 
target. 	 . 

o 	 8eforeSeptember 30, 1997. the Secretary would'determine a 
deductible that would result In Incurred spending for benefits 
and administrative costs (before rebates and premiums) 
under the drug benefit that would equal the spending target. 
All other aspects of the benefit would be .specified _. tha~isJ 
the out of pocket cap, payment methodplogy a,nd rebate 
levels (consistent with the current draft). . . 

o 	The spending target would be specified in statute as $18.3 
. billion. 	This target is consistent with a stream of fiscal year 
outlays that would total $95 billion over ten years (95 - 2004). ' . 

. 0 	 The deductible would be updated for 1999 so as to maintain 
the same percentage of. beneficiaries who met the dedu,ctible 
in 	1998. 

o 	 In updating the deductible for 2000, the Secretary would look 
back to the actual experience for 1998 and determine what 
the deductible should have been in order to have met the 
target. The Secretary would then determine the percentage 
of beneficiaries that would have met that deductible in 1:998 
.and would establish the deductible for 2000 and subsequent 
years so as to maintain that percentage. 

I spoke with Soott Harrison at CBO. He' indicated that eBO. 
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.1 

would have no problem with this deductible policy. He also 
said that the $18.3 billion target for 1998 would be soored by 
ceo as generating an outlay stream of $98 billion over teo . 
years. The difference between our $95 billion and ceo's $98 

. billion is due to hIgher rate of growth assumptions by ceo. 
Both our $95 billion and CSO's $98 billion are before ~ 
savings from the maintenance of effort provision. 

Peter Hickman· 


'. ,,' 
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,,' , 

Deductible Policy f~r Drug Benefit 

o 	 The Oed uctible amount for the' fi'rst ye~r';, Of the' prOgraml 

would not be provided for in the statute"inltead it would bel 
determined', by th,~se~,r:e~. ,.;'} '. .:,:) . :' •... ;' " .''9c{~ (t!-f 
Before September 30,,1997, (assumIng ;a benet' that 'yJould! ~,,:.., ' 
start 1/1/98), the' Secretary would establish e.r~edudible,', " , ' 
level such that projected incurred' sp,nding" '(,benef~sand 
.dmlnistratlve costs .under the drug benefit ' ould be equal' , , 
to the' sPtnding target. , ,This target· would be specified in' 

,statut~ asP~ billion (Thisl-IS.} billion in incurred coSts for' 

1998 is consistent with a stream of fiscal year ,outlays 

estimates that would total $1C billion over 10 years). ',' ";' 


o ,The deductible would be updated for 1999 so as tomaintai~ " 
,the same' percentage of beneficiaries who met the deductibl~ , 

in 1998. ,,' , . 


. . . . . .~ 

o In determlning'th,e deductible for 2000,:the Secretary would', 
look back to the experience in 1998, The Secretary would, 

, determlneai what fevel the deductible ~houJd have been set 
lri' 1-99880 that actual incurred spending would havQ been 
equal to the spending target Th~ Secretary would" theli' , 
determine the percentage of beneficiaries who would, nave 
met such a deductible and would establish the deductible for 

'2000" 	and for subsequent years, so as'to. 'maln'that" same, ' ' 

p~rcentage, " " . 
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DRAFT (71Z6IM#1) 
.BREAUX.LIEBERMAN PROpOSAL . 

PUBPOSEi: Attached is a proposal to ensure that the goal of universal coveri~e is met 
in the event tha.t Congress fa11s to act on Commission rccommendltL,ioils under the 

·	process set forth in the Senate Finance Committee bill•. The ~posai would require the 

states to achieve universal coverage and would ~ them tlCXlbilityand resources to do . 

so•. 


CON I EXT; .. The Plnance Committee bill 5cUA up IS J1alJonal. commission. thAt would. 

report to Congrcsa.cvcry two yours on the status of the uninawed and suggest WHYS to 

exp~rtd coverage. . . .. 


If·less than 95% of the US. population.is insured in 2002, the Commission would send 
recommendatIOns to Congress on how thOR partl uC LbeCOUlltry that have not achieved. 
950/0 coverage could.da SQ.. Those recommendations would. be considered by Congress 

... under fast-track procedures' thit.wouJd allow far relevant· amendments but .whfcb would. : . 
ultirna~etyrequtre that C'~sreu tilde" "yc1tl'l. 'T'hr: rnnnwiDg plopoaal would apply only if; 
at the end of fast-track procedures, Congress failed to pau legil1ationto.reach u,*ersal 
~~.: 	 . 

SUMMARY or PROPOSAL:.Thfs propoial would.sot up a default process in tne cvent.~ ::,":::,.< .. . 

·that Cousreu tan,s.~08prmvft 1.,ladnn (hued.n.n· Comm!"ion recommendations) in. the:i.~tS~~~l0::>;:'·:i·... , 

.ye~ 2002. States:With .. than ~9& coverage woUld be I'equfred to submii .. plan to:t~~;/~( '·~"3:~'.:.;',. 

D"pllr~lclil or Health and Human Services that woWcI bring them to ~coYera~~~:6i,:;~I;i~0':;:i 


. , " ~ . , . ~ " :.~.' . : ",. .. , ' .', '; : ·,'·,~s:~;::.;~i~~J·}~·~·,~T·~·.:;~~:~~ 
."lC propOl8l was·wrhtcn With the fallowingguidini priDcipiee in'iDmd: (1) stat. IbOUtd:'i.'·\'-~;..:~·(::.'::.,,::;.· 
be give=n a reasonable amount of t1eX1'hility and resources SO tbat they can ac~ to expand: .:~ 

· .coverase within their borders, (2) states shoidd nnt be presented with an unfunded·· 
. fedcrad nWldate; .(3) the fcdcnU aovcrnmcnt should. not promise the states more . 
·resources thall can realistiCally be provided, and (4) any, new ~tment of federal· 
·resources mult be ~ financed. . . .. .. ... . . . 

.. 

. . '.' ..;.::::~~,~,Yi:~f,;~::- .:~.'!\"".:...;. " :. ~ .. '. -.... - ".' • . . "'.' ,:• 

. The proposal Wou!Cleatabliah; ... 
" '. . <.~: ····~:~~~~~~~;?~:x~~-:-.·,~-.:··'· .".,;:......,. . \",\ ~ . " '.~:'" "./ . :';,.,~'..;::'::-:.".. : ...... 

. .. o. . .'. ut5 ~~.: h1cOntivel and flcmDility ..lor .iatea·~a encouralo and ,enable 

...... .,,·~.:~,~=~~;~!~~.. ~=j;~~~)@:=~~,.,,5:{:~;j:!;~;t~~~,:::::,~.~y.-!:.~~~.:i~;.: .~~ . 

. t) . BEGINNING IN 2002: additional authoritics· that statc~d;an·use· to·reach 95% 
... ·{·..::ovfj,a&c:~(lbould Ca~ fAn to cuct IcplatiOQ beied oli cOmmission· 

.n ~~~~;J~~~~.;~~~;~:~.-.·:·~:S:i:~~>t'~~~1tX~~:;;~,· S~~Jt~:~~?~;~:~~:':·;t'.:: ,. 
.':.>........ IJ ·.CONSEQUENCBS OF S'l'ATS INACTION AFl'ED.2003t lumtedfederaJ 

... ,... .. : fniervefttJdns ·lnstaics thlt fail to ma..1uS .lubstaJiti8l·progresi Within a reasonobl 
.. 
".,' ..... ~d.o.£tfme after the year 2002. (If Co~grea hai· ~ajled to act),'· ...... 

. ....';:.-' ·:<,~~t)~t'~::;,·:: ...,: ·.h~i<,· .. :·"; ",::~;~~:~~~;·:;~~>:~.:::Z::~j~·;·:·..:.. :" . \ 
;..' 

... .. 

mailto:j;~~~)@:=~~,.,,5:{:~;j:!;~;t~~~,:::::,~.~y.-!:.~~~.:i
http:could.da
http:population.is


/ ' 

. 
(j4C.~·'~1~~~-i.7-~4 11 :?iAY 	 TO ~ ... ,11.... . pn01/nn4 

DRAFT . 


. Add new section II (E) to Senate Finance Committee mark: , 

& DEFAULT STRATEGY FOR ASSURINGUNlVERSAL COVERACE 

.	In the ev~nt that Congress fails. to act on the recommendations of the Commission as . 

describ~t1 in Rt'.r.tinn TT (0). any state in which fewer than 95% of resident.. arc insured. 

must submit a plan of action to the Secretary of Heaith and Human Services for' 


. l:1clucvjug 9S% coverage. Flexibility will be permitted for statcs that have extremely rugh' 

rates of uninsured..· . . . . 


. ~lIC:h' '[11""1 shall addrcsS all rcJcvant paltica. including Stato and. local gowrnmentl, . 
I employers,. employees. unemployed and low income individuals, beneficiaries of public 

'·Ploar.1m, etc. . 	 . 

.'1995 TO 2002: ThefoUowiDgprovisions',arc desipted to pvc states the.resourccs and ; . ":', ., 
'". tlcxlbilitythey need in order to reach the loal of uniVenal COverage before the year 2()()2L , ',- , ... " 

'. ., ". .;:,:i ::::i:':'~:'::" ..;;:.. . ~,i :;!f::,t,,:~.·.:: .' "':'~: :;': . : ' .:>(~(.' •...• .:-':" ',' ',' . ,. ··:j;~if~~:;.:"j:.:;.:' ' 
o. AJ1bw limitcCl fICZibrucy WlderERlSA: under.• wiIfvcK' pruecu, states will,be sM.'m'-';~>~?_:";":"" 

. 'limited authOrity to impose requirements 'on ERISA plans if 'they caD demonstrJte,,'~:rY:f/:;;'~.:· 
that these requirements would ligniii~tly il'l~ coverage. ..: . 

--', .:. 

n Pnmdc funding for state outreach efforts to low-income and other populations at ' .. 

. riak of romaifting uninsured. (FundI are ictonded for aclminisu'ative aDn tf".r.hnical.. 

suppon.) ...... " " .',., _ .... . ' 	 ... ,,,~,,,: 

," ,:>·~·,,~:~::;·\.,,:,,~::,'i::~~·~~.~i~.,~·.:,··' >-:,l'~~j;"': .:'::.'-',..., '. : . •• .' " 	 !"'~.' " ''F , , ',' 	 . 

n Allow .tates to impose additional "risk adJustments"amoDA beal~ plans l)ased ~~;;,." ....:,:;.;<,:;., 
. ~rs other than helilth ,tatu (I"u;h u geography) th~t are dcslgned to ";:7~~f':';J~"" 

. . C!lcout:&ao. health· plans to OO'Ier populo.tioas that are at nak of remaining. 

. . .,:'.~.tJ~~~:;·::::~:~Wt·:::~iX,~[~.g{?jf:,:~j;i~i~:~1~~~~~:*;}~:;.: . '. ' •• ~;.:~;--1 - '.,' :" 

o .. Provide func:tina and additiOnal flexibility to states to encourage the developmcnt~ 
. of pruvfder networks ,in nual ~ urban. underserved areas •. (Funds are intended"


.• : '. '. ~,n.drn!l!iitra.tive and·technfcaJ 8Upport.) •.....:~'. .'. - . 

~.•-<...~;~ ~;I:.;:~:~·:7:~':··;.>.:~:;!,::~~~\~~-:~~':::':,:if:!t,~'"~-7:-)ffF\~~j!~::~::~;~~::'~':~~;'i:~'~~(~ ~ ",'~ . ':' -...:.- ;,:~\~~:~ ;-". '. 

o 'JirOVidcttUDdtDg tor'.stil~·p~~'~d~PunhiK :~~'cw··~'-_-",C:;':l~lU.::··;'.',:··': 
• '. ' .. . 	 '. "'." ." :'., ,'t-::-; '. ~:. ; .. ' ._ 

.. 
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BACKUP DOCUMENTATION FOR MITCHELL SCENARIOS 
<g 
o ASSUMPTIONS 
o 
"­ 1994 1997 
I/;) 
.::> Premiums Poverty
o 
I§l HSA CURRENT CR PREM ERPREM Poverty 

SINGLE 2,1.00 7,179 2,526 2.526 2.522 7,845 
COUPLE 4,200 9.713 5,052 5,052 5 . .043 10,614 
1 P 4 • .095 12,247 4,925 4.925 4,917 13,363 
2P 5,565 14.781 6,694 6,694 6,682 16.152 

en 
\,!) GROWT 1.051 
z ..... CPI .. 1 . .03 Age Rating z ..Z Young Singl 1,692

I.LI 

CR Path 1.1.00736 1.2028039 Old Single 3,359 

l' ER Path 1:.0989 1.2.0.07977 .

l' 
l' NOTE: Both assume no mandate, no caps 

KIDS SUBSIDIES (CBO) 
0.. 1994 1997 
=: 1·kid 1048 1,261 

~ 2-kids 2620 3,151 

"­

en 
--: 
en 
53 
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i,""" .' JLlN-12J5-1994 13: 11 FROM 1211211211211211211211211210012112100 

TO: Chris Jennings 

FROM: David Nexon 

DATE: 6/5194, 
, .. 

SUBJECT: Data items we need {all for Chairman's mark}, per our earlier 
conversation 

1) Estimates of overall impact of Chairman's mark on business by size of 
fi,rm, divided between those currently providing and not providing 
coverage. 

2) Estimates including 5,000 plus firms and payroll contribution for 
small exempt and large firms over 1,000 (earlieT estimates did not 
include 5,000 plus firms and appeared to be 'for premiums only). 

,3) Five year and year 2000 figures for the components of Title IX: , 
Employer premium payments. household premium payments, Federal 
subsidy payments (we have five year, but not year 2000); Federal ' 
payments for ~sh recipients; state payments, including moe and cash 
recipients. For employers, ho~seholds. and states, we would like to be 

, ' "~ '. ' 

able to compare to baseline payments. ' , 

4) Is tobacco' tax number ($32 billion) a 96-2000 figure or a 95-2000 
, ' 

figure. (f the former, what is the 95-2000 figure? 

5) Budget impact of various .cost-<:ontainment scenarios provided to Ken. 

6) Difference between average premiums of 1,000 plus firms and all. 
people in community-rated pool. How does what the 1000 plus firms 
would pay if they were paying community-rated premiums relate to the 
one per cent assessment? . 



,. 

r-?' JLlN-05-1994 14: 12 .FROM 000000000000000 TO 94567431 P.01 

TO: CHRIS JENNINGS 

FFO\1: ANTHONY TASSI 

DATE: 06/06/94 

SUBJ: Additional Data Items Needed for Chairman's Mark 

After talking it over with David, it turns out we need a couple of 
additional items: 

1) The breakout of the revenue from the ~k assessment and 1% 

assessment 

2) The number of firms and workers for each subsidy payroll cap (ie, 
how many workers are in firms paying 5.5% and how many firms are there) . . 

3) For the Bingaman Option, the number of firms, workers in the 
exemption -- and revenue broken down for the 1 % and :2Ok assessment of 
the. exempt firms. 

Much thanks -- you can· fax t~e info to me (224-3533) or telephone if you 
prefer (224 ...6366; -6064; - 5406 david's line) 

Post-It'" brand fax transmittal memo 7671 *of pagel ,. 

Dept . 

. Fax, ~ _ ?4'l/ Fax If 



, BRADLEY REQUEST 


Under this option, premium caps would not ,be' implemented. The costs' of the 
, comprehensive benefit package would be unconstrained in the base year. Moreover, premiums 
, would grow at the same rates as under current law. ' 

(1) What would be the impact on subsidies and revenues if there were no premium: caps for 
either the base premium orthe rate of growth? (Note that revenues,will also be affected by the, 
'change in subsidies resulting from the lifting of the premium caps.) 

(2) A premium'tax will be imposed to compensate for the lost revenueslincreased subsidy 
costs. 

,
At what rate should the premium tax be set in order to make up the differenc~?,", ' 

, 'We are not to assume induced' changes in premium prices in response to the premium tax or 
lifting of the premium caps. ' ' 

Questions: 
"". 

(1) Are we estimating this option r~lative to HSA, one of the Mitchell options, ~r what? 
(Since this request is coming from a Senate Finance member, I would recommend one of the, 
base-case Mitchell options. Is the 12 % individual wage cap with 95 % CBO premium the correct 
Mitchell base case?) 

(2) What base is the premium tax applied to? (Presumably, the base will be premiums for 
the comprehensive benefit package.) 

(3) Are we trying to compensate for the deficit gap on a year-by-year basis or the total 
through 2000/2004? If done on an anImal basis, each year will require a different rate. 

, . 

(4) Will subsidies cover this premium tax? Will the employer mandate cover this premium 
tax? (If yes, this exercise will require multiple iterations.) 

(5)' Even if employers are not "required" to pick-up the premium tax, imposition of the 
'premium tax will affect employer co~ts (since many will). As a consequence, an estimate of a 
premium tax will have an offsetting impact on income and payroll taxes (the "income offset"). ' 
Should the premium tax be set at the rate necessary to close the deficit gap, pre- or post- the 
income offset? (Recommendation: First show the premium tax rate at the level necessary to 
close the deficit gap pre-premium tax. Also, show the amount of the income offset due to the 
premium tax. Next, show the premium tax rate at the level necessary to close the deficit gap 
if the premium tax also is self-financing (i .e., pays for most of the income offset as well). 

(6) Is the premium tax deductible? (Recommendation: yes) 



Other Issues: 

(1) Priority r~lative to the request for estimates of Kennedy mark. 

" ". 
(2) OMB will need to provide subsidy gap to Treasury, while Treasury estimates revenue 

gap over the period." Note that the revenue gap will show the combined effect of the 
unconstrained premiums on (a) the effects of the mandate; (b) cafeteria plans; (c) c9rporate 
assessment (should be slight); and (d) the 1 percent premium assessmen. Then, Treasury will 
produce the rate(s) at which the new premium tax would be set. 
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",conference committee, provides for an interst.ate banking system with 
national standards and underlying state flexibility to recognize the 

"t' , \diversity of cominun~ties across the ne. t..i.on • ' 

Further I when it comes to health reform, states have signi'ficant 
experience,. success and track records ~, They, in. fact, ',have achieved 
more in the way of reform than Congress has. The Sununer 1993 issue of 
Health Affaire documents successes at: the state level in'health reform 
from Florida, Hawaii, Maryland, ,M.irmesota, Oregon andwclsh'1ngtdn.

I· SiqnificantlYI these states have 'adopted reforms that differ in t.erms 
of scope, 'anticipated 'outcomes and 'procesEL', ' ' 

" .'.' . 

These var±-~tipns'teflect the diverse' needs,. ideology and stage of 
health care evblu;t::ion in ,each state. ,So should national ref'orm. 
Moving health ,reform to tll'e'stat'es and clos.er to the people should be 
a central principle 0'£ anat.j.onal' he,alt.h plan\ Only then will we have 
real accountabilitYilnd. respoI.lsiveness,tpth~ needs of"ci.tizen~, 
business and providers.Oply, then are wei,ik'e,ly 'tQ,.haye a reform 
which will actually deliver its promise of su'stainedac'cessibility to 
a high quality, affordable' heal th care system~.f0r. ",t;'i11 Americans. . 

How Would This Be Accomplished? 

Firat, the fed~ral government should establish federal st.andards 
in those areas where uniformity is required and agreed ,upon. ' 
Standards that the federal government should set include: 

1) 	 Universal coveraqe standard; 

2) 	 Cost contairunent, 

3) 	 The composition of a standard bsnQfitspackage~ 

4) 	 Insurance reform on issues such as community rating, portability
and guaranteed issuance; and, 	 . . 

5 ) 	 A state-based public authority to assure implementation and to be 
accountable for th~se goals~ . 

Certainly these are 9041a upon which thaCongress, the President, 
the states and the American people can c6m~ to soma agreement.~ 

, 	 , 

However, the£ederal government should sep~rate the ends and 
goals of health reform from. theme'ana of, health reform. The tederal 
gOTJ'ernm9nt should ~EI:tablish.aQreed-:upon, performance'O,bjectives to 
attain, the fiv~, goals.. 'How~ve:r, ,for both politicaL ~1'}d' po;l.. iCy . 
reasons, the federalg,riVEi!rnm:~nt shoulcf.no~ i~pose unifornr'mt;:lans by 
which state's wo1:lld' Clchieve tl"l.e, p~rforma~eS'objectives. , ' 

Rather, the federal government should 'set fortll,perforroance
standards that are achievable; prpvid'eadequa,te and ,equitable 
financial assistance to states, for imp!ementationanc!. hold sta,tes 
accountable for the results. . 

'A fundamental question in determininq 'the federalro'le· in health 
car~ implementQ.t.ion ehould'.,bQ -- dOQS the par,ticular proposal. u:nder 
consideration require uniformity in process'or proceduteto achieve 
national goals? There are a set of limited circumstances which meet 

4 ' 
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this test. These would inciude: Medicare, special populations such as 
immigrants, which impose disproportionate impacts on state and local 
communities, and national tax pOlicy that creates various health care 

'incentives. ' The need for national uniformity could also include the 
spocial treatment for. interstate corporations similar to 'that received 
under ERISA. 

, However, fo:r: the v4et nwnber of is,sues, the answer is clearly 
"no" . National uniformity is not required to achieve the goal of 
universal coverage. Por example/, to achieve universal coverage and' 
cost containment, states could implement a system resembling ,Ii&waii I S I 

the Clinton administration's plan., managed competition without ' 
mand.atory all.iances, a single payer 'system, all-payer regulation or a 
combination of these proposals'. ' 

Financing a §ystem Built on Federalism 

To attain the nationally established goals, the federal 
government should ma~e funding available to states in the form of a 
block grant based on factors such as poverty, state income, other 
demographics and healt.h care costs. The federal government should 
utilize funding to provide rewards to states ,that move more quickly
toward the goals of national reform, quarantee funding so long as 
!states continued move toward those goals and possibly impose sanctions 
on states failinq to meet the goals. 

States could choose how to finance,their.shareby virtually
whatever means they wish. 

Beyond that, the federal government should only provide direction 
and get out of the way 6f state reform. In fact, the states should be 
allowed to supplement the federalstanciard beneftts if they so choose, 
but with their own, non-federal funds. 

§tate Role in Im>lementat1Q,D 

In a decentralized or federalist system, states would have the 
responsibility to establish and implement programs to achieve nat10nal 
standards. Among other things, states should have flexibility in the 
following area.sl ' ' , 

and Oregon could maintain and build from the successful and popular 

1 ) Organization -- states should be granted the flexibility'to
establish the health delivery system that besot meets the 
geographic considerations and needs of its population; 

2) FinanCing -- states 'should be responsible for any cost beyond
that established as the'basis for federal block grant funding,
and therefore, will have a strong incentive to init.jate effective 
cost containment systems, whether by use of market-forces, a 
r,egulated payment .systern or 'otherwise; and, 

3) Requlatory approach -- states have historically and should 
continue to be primarily involved in the training and licensure 
of health care providers and have been'responsible for the c~vil 
justice system, and thus, medical malpractice reform. ' 

Moreover, states such as Hawaii, Washington, Florida, Minnesota 

5 
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.health reforms that they already have in place. 

/Walkinq the Roag 

What is nasded is to convert the various unitary plans from 

explicit health reform road maps to statements of destination. 


Due to the lete hour of this debate, Congres$ should look at the 
objectives of the various plans and pick the proposal that best meets 

,mutually aqreed upon goals. The underlying organizational, finanoing
and regulatory details would only be a templace for states that would 
be applicable in the absence of a state's enactment of its own· reform 
structure or in the wake of a failed state plan. In short, the 
federal template would only serve as a II safety net \I for states. 

States could opt-out of any federal system as long as they could 
. demonstrate that they could meet the federally established standards 
that we agree upon., 

This strategy is not original. In the President's "Health 
Security Act", atates were given the option of adopting a Single payer
option in lieu of the purchase .of private insurance through mandatory 
cooperatives. If states declined to use the single payer option, they
would bli:!! includ~d in the national system. My proposal suqqests a 
similar foundation of a national system but with. a broader range of 
options to states. Provided states meet the test of achieving
universal coverage with guaranteed and affordable comprehensive 
benefits, they could choose from a variety of financing l organization 
and r6gulatory arrangements. . 

Conolusion 

In the last election, Americans made it clear that health oare 
reform is of primary importance to the nation. Health care reform 1s 
necessary not only for the 38.5 million uninllSured in our nation, but 
also for the health of the economy. 

Congress is trying to respond, but at this point, Lt appears that 
there will be one of two results; we will either fail to enact health 
care reform due to partisan bickering; or, we will pass a compromise 
that will not work, sap momentum for true reform (including stifling 
reform efforts at state and local levels) and further diminish the 
public's confidence in the federal government. 

We need a path to sustained succes.s. The well trod road of 

federalism is that way. 
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Add ' , 
.Correct MVPS.Upward ~1as 11 

" \ .' 

Delete. ,; 
Set Cumulativ~ Growth ~arge~s 

"H1gh Co.t 'Medical ,Staff.' , ' 
Total"", """, 

Net Change' 

. " 

, " $1.9,360 , 

$i3,125 ' ' 

, !I,771 


.,18,8,96 


, ' +$464 

,11, corre~ct'· th.~upward b1'as' in 'fae'tor' four., of the' MYPS 'by, ' , 
'treat1'ng, saving's and expenslQn'propoaal,a 'consistently~ " 

. ,. , 

If ,MedIcare Is expanded, or if fea. are rai.ed (IJucha. f,oran 
MYPS adjustment), the full amount,of the~1ncrease is passed \ 
through In the MVPS.· However,.avings proposal,. ate not treat'ed 
in' the ,.ame.way.: ,When'savinge proposals are' ,enacted, for budg~t 
purpo.e., 'scoringasBWnes a'volume re.po,n••• ' Tho•••aving's ; ", 

~,e.timates (net of the (volume ,offset) are incorpQrated .into lactor 
,4 of the MYPs.aecause .cored,saving.,a"e lower due. to the', " 

assumedvo'llim8' "esponse, u"eof scored .avings ral.... the MVP.S., 
. "This propo.al WO~ld'.limin~te bu11d1nCj In.anticlpated ·volume., , . , .\ 'reapon••s to leg1a14tlve reduction. in peyment(orraductiolUl due 

t.o exceeding thaMYPS) ill thescored.avings"Effectlvewith,
MYPS beginning with FY ,,1995 ~ .' , <II , • 
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,'HerA Altemative to Reviled Pitton D 7/21 ' 
"" " '(In billIon.. ) , " , 

'.\ 

" ' 

~"" I " 
Correct MVPS Upward:8ia.,11 ,1'360 ,,
DSH (20' t,033,,) l' ' - ,8,483 ' ,', 
'HI,Intetaction 	 -1'4 " 'To't.al ' 	 , $25,64.9 

" 	 .' ' 

Delete' . ., 	 ! I

Set cumulative Growth Targetl ,13,125, 

High cost ••dicel staffl, , 5,771 


,Lab C01nlurance (Independe~t.) 7,136 , /' 

Total, 
" .'

, ,,28,032 

, , 383""'Net' Change\' 	 ',~, 
, , 

,	,11 " 'correct 'the upwardbia. 1n factor iour of the,MVPSby'

'[reating savIngs and expansion, propotl,ll 'conli.tentlye' 
. . . \ 	 . . 

" 'if' Med1e,;re is exp~nded, or if 'fees are raised '(Such a.for an 
, MVPS adju.tment) ,the full amount ,of the incre••e is pal,sed 

, ",throug~ in th~ MY'S'. ,Howevet" .av1 ng8 proposals ,are, not treatacl 

, ',ln ,the lue,way__ When l.v1ngs' proposals are enacted, 'for budge, 


PUrpOI•• , scoring allsume. • vOlume" respon.e. ,Thoa. savings .., 
eatimatea;' (net of the volume offset) are incorporated into ,factor 
4 Of theMV'S. , Because scoted., .&v1n91 are lower due ,to the, ' 

I' ••aumed volume reaponse, use of scored savings rai80a the ms. 
This proposal ,wo,:,lCl eliminate bui~din9 in ant'lc.lpated volume' 

, responses to le'gi.lative reductiC)nl in p.yment (or r,eductions due 
to exceediny the MVPS)in the 8c~red a.vings. Iffective with 
MVPS ,beginn ng with FY 1995,. " ',' ' 

. . . . 	 , \ ' 

'21 :incr••••lreduction' in DeS .,frOlli ,20 percent in bfa.a.package 'to :. 
33 ,percent. 
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,Add!t10nal: ',n 95~04' Medicare Saving. 7/21, (e)
,·(in b111Ions) 

. 'f"', ( 

HospItal Update.MB-2!/ 
, , 

.. ,23.8 

DSH (2S') 1/ . t.'': "' 2.4 


'HI Interaction -0.8 

. Total' $25.4 
 i 

Reduces':hospital market ba,sket. byMB-2. ci for' FY, 2001 thr~u9'h 
FY 2004.~: ' 

2/·' Reises the reduction in'DBB payments from 20 percent in base 
~. ,package to 25 percent•. The $2.4 billion ,figure,represnts 

the 5 percentage point difference. , .. . 
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. 	 " AdcU,t:1onal Medica,a .av:1nql ,Z'Opo••li!l,'(~) .' 7/21/94 

o 	 Lower 

. , 	 ~, " . • I \ '. . . . . j . " , • 

o . Bxtend 	ESRD secondarl "yor to 24 -Month. 
l 

"Increase' .. ' . ~' .' 
requirement lornon-~edicare-lnsureZ's to 

: 

be thepr1maZ'Y'. payor,
'. 	 forlSRD patients from 18 to· 24 monthabefore Medicare becomes 

tJie primary payor, effectlvel/l/SI. . '!' 

Recluce,the'Medlcara fe. : 
3 .percentln 1995, ex~ept, f!lr 

o ... 90rrect MVPSUI?Ward. Biu: Correctth~ .upward bla. '1n'factor 
~ourof the MVPSSYtre~ting. aavings and expansion propos.ls 

,consl~tantly. 	 " '. ., , 

, \ If 'Med1care.1s 8xpanded,or'1ffH& are ra1.ed (.,,~h 'as for an, 
, MVPS' adjustment) ,the full amount of the increase i& passed
, thZ'ough 1nthe ,HYPS,- However, saving. propo.als· aZ'e not 
treated,1n the same way. When .avlnge proposal. are enacted, 
for budget', purposes, scoring assumes a, volume r~.pon.e.' Thoile 

'.avlngsestlmatea(net of the volume off.et) are :1ncorporated 
, Into factor 4 ,of th. MYPS., iecau.escored .aving. ,are, lower 
due to the aasumed volum. respona., uae of .cored .avings ,
rai••s the MVP~.:''. ' 

:Whlle, appropriate for budget purposes, 'buIlding 1n anticipated
". 	volume response. to legislative reducti,on.in payment (Qr,

reductions, due to exceeding, ,the MYPS) 1n t~e scored, savings is' 
,not keeping with the' sp1rit or intent of ,theMVPS and,leads to ' 

", an ,upward' bias. I,tis,1ncoriaistent to' have'. syatam which ' .' 
provide. for:'::educing the update to recoup' for when a prior:

" ,target,wa. exceeded, but to 1ncrease the, nexty.ar'. target

becau•• of a volume offset to thil reduced update. ',' ' 


Th~s 'prop.0.alwould 'eliminate building in'anticipated vol'ume ' 

response. ~o legislative 'reductions inpayment'(or reductions 


'due, to exceedIng the MVPS): in ,the scored sayingl. Effective 

,'for MYp~~a9inning withFY 1995. 
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Additional .25 btl Medicare Savlngl Propo.,11 eel' 
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NOTE TO CHRIS JENNINGS 6/17/94
, .. 

RE: CAPITATED DRUG BENEFIT OPTION DEMO 

Attached is my draft of a capitated drug benefit option 
demo. I talked with Bruce yesterday morning. lIe was 

, OK with the idea and the attached write-up reflects his 
comments. 

Where do we go froru here? Ellen would like to sit down 
with Kopetski's staff this afternoon and would like to find 
out what we want ASAP. 

@~
PeteYfIickman 

. . 
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WA8HINGTON. DC aOD 100-1303 

June 15, 1994 

Pre.14en~ Bl1l Clinton 
The Wh!te House 
Waebington, D.C. 20'00 

'97(/ 
Dear lU. p~1clent I 

w. have al-.ya a;reed ~hat unlveraAl coverage mu.~ b. the 
cornerstone of haalth car. reform. That stand CAnnot wever AS we 
continua our proqree. !n Congr8s1 to enact compreh.nslve health 
oare retorm 1••1al.t!on. 

Juat .a the Senate Committee on Labor and Human Roaouroea 
reinforced thAt com.itmant IAat waek, troubling aignals have 
appeared trom the pr... and 80me Kamber. indicating that 
universal coveraGe 18 not a roalistic 90al. 

As you well lenow, the build1nq blooks of .eaninqful refom are 
inextricably linked. Universal coverage i. not only a humane 
qoal, one which moat indu.trlallzed count:!e. have attained. 
B.cau•• it ~uld end waateful and 1nflatiQn.~ c08t-.hiftinv, it 
i8 .1ao key to mak1ng health ea~. affordable. 

Alforaabla, universal coverage i8 imposaible withou~ meanlngful,
smployer-ba••d financing. We have been debatinq thia 18aue lonq
enouvb to b. claar on th1. point~ suggestlon. that we WAlta more 
year. and mc~e liVOG t~nker1ng around the edges of almost . 
coverino everyone, trying to make health cara almost affordable, 
are a d1v.~.ion fram the fair and workable framawozk you ba •• 
pr••ented. Unworkable propolals that would put the burden on 
lncU.viduala to pay molt ot the CClts of their car., or project,
employer contributions into some dl.~Dn~ futu~e, ~Anno~ achieve 
the health car. reform that Americans are countlnr on ua to 
dellveS'. 

The legislative proce8s involve. compromi••• There will carta1nly 
be zaajor oG1Ilpromisee on matters of importance a. d..1ff-nnt vi... 
ahD'. the f1nal health aare leq1alat1on. But there must be a 
flr.m foundation on which thol. comprom1••• a~. built. Uft.1versal 
coverage, affordable for all lind fa1rly financed, mu..t J:'..ln 1!.h. 
»a81. ot that foundation. 
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Thoee of us on the Labor Committe. have .lready accepted
diff1cult compram1sa. and will have d1fficulty eacrific1nq 
fuz:otbeJ:. 

w. look fQrward to •••istino your effort. towa=d ~h. go.l of t~. 
unlveraal coverage for health oare in any way that we cen. 

S1ncoZ'.ly, 

• 
.~~ 

Paul David Wellston. Howard Xe ••nbawa 
United Stat.s S.nator Unit.d Stat.. Sanator 
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THE WHITE HOUSE 

WASHINGTON 

June 16, 1994 

MEMORANDUM FOR 	 TRAVELING STAFF AND MILITARY PERSONNEL 

FROM: 	 STEPHEN F. W. CAVANAH, M. D. .-" p 

WHITE HOUSE PHYSICIAN)~ 

SUBJECT: 	 Travel Advisory for the July 5-12 
European Presidential Trip to 
Riga/warsaw/Naples/Bonn/Berlin 

There are no specific "required" immunizations for entry into 
these countries. However, the following immunization is 
recommended for those traveling to Riga (Latvia) or to Naples 
(Italy) : 

1. 	 Gamma globulin (good for up to 3 months). 
This provides protection against hepatitis A. 

The following standard immunizations are recommended for all 
travelers: 

1. 	 Up-to-date diphtheria-tetanus (within 10 years); 
2. 	 Polio vaccination (once in adulthood if not previously 

adequately immunized). 

The White House Medical Unit in Room 107/0EOB is available 
for routine immunizations for Presidential trips. The hours 
for immunizations are 9:00 a.m. to 11:00 a.m. and 1:00 p.m. 
to 3:30 p.m. 

Food and water precautions are suggested for Riga and Naples. 
Common sense dictates the avoidance of raw/rare meat, fish, or 
shellfish. The American Embassy in Italy reports that Hepatitis 
A is a significant risk in Naples; therefore, we recommend 
extreme caution with seafood. . 

Personal items should include extra glasses, sunglasses, adequate 
contact lens support, medications, sanitary products, and sun­
screen. Those going to Naples should be advised that they may be 
in hotels without air conditioning and should plan accordingly, 
i.e., drink plenty of fluids. 

Point of contact is Dr. Stephen F.W. Cavanah in Room 107, phone 
number 757-2476. 



NOTE TO CHRIS JENNINGS 

RE~ CAPITATED DRUG BENEFIT OPTION DEMO 

Attached is my draft of a capitated drug benefit option 
demo. I talked with Bruce this morning. He was OK with 
the idea and the attached write-up reflects his comments. 

Where do we go from here? Ellen would like to sit down 
with Kopetski's staff soon (This is not a today issue, but it 
sounded like she wanted to start talking tomorrow). , 

Please get back to me, on comments and process(?)(!). It 
is ReFA night at the D's so I am ducking alit a little early 
to get my kids. You can leave a long message on my voice 
mail or mark this up and fax it back (690-8168) or do both. 



DEMONSTRATION or OA~I'l'A'l'ED D1\UG BIN2J'IT OPTION 

SUMMARX - The aearetary would ~e requirad to initiate a 
demonstration under Whioh J:)enef1c1aries would :be qlvCln the option
of reoeivini their 4rui benetite throuih • 4ruf benefit 
manaiement (DBK) plan instead/ of atandard Me4ioara. Thi8 option
would structured similar to the ourrent X.4ieare risk proqram.
The 4emonstration wou14 startl two years after the .ffeative date 
of the standard druq benetit and WoUld be author1sId in • Itat•• 
tor 5 years. 

INROLLMINT 

o 	 During an annual, 30-day open enrollment period, ben~ficiari•• 
in the demonst.rat.ion st.ates would have the option ot enrol11ni 
to receive their druq ben,fits throuqh a OSM plan with a 
Medicare contract or HMO/~MP w1,th a risk cont.ract. 
Beneficiaries Who become ~ntltled to Medicare between open
enrollment periods would ~ave the option of enrollinq in the 
month pr~ced1nq enti.tleme~t r.o Medicare. AS with the risk 
program, no health screenfng would be permitted. 

o 	 The Sacre~ary would prepa~e mat.erials t.hat would provide
information that 'Would as:sist beneficiO'lries in makinq a choice 
amonq the available druq benefit plans, HMO options and 
st.andard Medicare. The do:st of preparing these materiels 
would be born by the platie. he with the riak proqram, all 
markl';lt.ing matA'I"'1.als would have t.o be approved in advance :by 
the 5ecreti1ry. Direct marketing (e_g_ door to door, 
telemarketing) to beneficiaries would be prohibited. 

o 	 Beneficiaries wi5hing tolenroll in a plan could do co only
through a third party desiqnated by the Secretary. Enrollment 
in the plan would be for one year, or until the next open
enrollment period. 

STANDARDS 

In order to be 9l1gible to participate in t.his demonstration, 
drug benefit management plans would have to have a contract with 
the Secretary. There woUldl be no limit on the numbor of 
cont.ractors in a demonstration st.ate. The Secretary would 
develop eti1mlards similar tic those under the risk contrl:lotinc; 
proqram and other standarda that would address: 

I 	 ' 
o 	 Access to community pharmacies 

o 	 Drug utilization review requirements 

o 	 Formulary structure (def1ni,tion of major indications, minimum 
requirements and procedlilres tor a physician obtaining- coverage 
of a druq not on the formulary) 



o 	 BGnGfioiary caf~quardc in regard to use ot prior authorization 

o 	 Compliance programs 

a 	 procedures for out-of-area claims 

o 	 Finanoial requirements 

o 	 Quality standards and sot oommeroial enrollment 

These standards would be developed by the Secretary one year
prior to the start of the demonstration. 

DBM plans would be required to provide access to a pharmacy in 
avary community throughout tha state. In addition to this state­
wide pharmacy network, mail-order pharmacies could be ottered by
plans as an option to enrollees. 

BENEFICIARY COST-SHARING 

Similar to the riSK contract proqram, plans would have the option
of offering a cost-sharing structure that would be different from 
that under standard Medicare. They could 

o 	 require a monthly premium in lieu of part or all other cost­
sharing. 

o 	 offer ~ point-of-service option with ooinsuranoe hiqher than 
the 20% under stAndard Medl.c~re. 

However, the aotuarial value of the plan's premium and cost­
sharinq could not exceed 95~ ot the actuarial value ot the 
deductible and coinsurance under standard Medicare. 

In addition, plans would be prohibited trom havinq d1tterential 
cost-sharing ba~ed on the therapeutic class of drug prescribed or 
other c05t-5harin9 structurQs that the Seoretary believes would 
be likely to discourage enrollment by individuals with medical 
conditions that require extensive use of presoription dru~s. 

PAYMENT 

One yenr prior to the start of the demonstration, the Secretary 
woulll develop a payment methodology based on the costs of the 
druq benefit under standard Medicare. Payment to plana would be 
discounted to take into account the savlnqs generated by
re6trictive formularies and pharmacy networks. 

Ourinq the t1rst three years ot the demonstration, the Secretary
could require plans to provide complete utilhation data in ordor 
to refine the payment methodoloqy. The Secretary would have the 
authority to audit this aata. 

SCOPE 
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The demonstration would ce authori~ed for six 5t~tes selected by 
the Secretary. In seleoting the states, the Seoretary would 
include both highly rural and urban states and states with both a 
hi9h and low managed oare penetration. 

The demonstration would cegin two ye~.r:s after the start of the 
standard drug banefit and would oontinue for five years. 

eVALUATION 

Atter the third year ot the demonstration, the secretary would 
oonduot an evaluation to determine whether the capitated geM plan
option should be rnad~ available to all beneficiaries. 

In 	partioular this evaluation would ex~mine; 

o 	 The desiracility of a dru9 only option as comp~red with. drug­
b~n9fit provided by an HMO/CMP under a risk oontraot. 

o 	 Tho differences in-effectiveness of drug utilization review 
provided in standard Medioara, plang under tbe druq benefit 
option and HMO/CMPs with risk contracts. 

o 	 The extent to which plan$ experienced favorable seleotion and 
the impact of this selection on potential savinqs under the 
payment methodology. 

Whether differences existed in potential cost-savings of 
capitat9d drug benefit management plans in rural va urban 
areas. 


