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April, 1993
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‘ G

4
The Honorable Hillary Rodham C1inton -
Pirst Lady i
The whita House
Washington, D.C. 20500

R
.

l
l
|
Dear Mra. Clinton: - i

{

Thank you for taking time from your extremaly busy schedule
to meet with us on the issue of health care reform. ' The task
before us is an enormous ong, and we apprec1ata your -
attentiveness to our concerns about the impact of such raform on
woman . _ |

our currant.health care system, o:iginally designed to
pravide insurance protection for employad men, and only expanded
in patchwork fashion to address the needz of women and children,
has long baan inadequate. We must now build the foundatlon of a
health care systam that focuses on preventien and health
maintenance, not just on the treatment of illness and injury. 2
cornerstone of that foundation must be access to comprehensive
raproductive health services, including femily planning and '
abortion services. !

Reproductive health care is an esgential component of
primary care for women. For many woman, particularly the
uninsured and tha undarinsured, reproductive health care has been
their only point of entry intc the health care systam as 2 whole.
It is eritical that national health care reforin recognizes the
importance of thess sarvices, and ensures that all women have
access and coverage for tham.

In addition, under a national health care plan, all women
muat be guaranteed the right to maka reproductive health care
choices, including abortion, with thei: physicians free of
government intrusion. ,

g} . we werc elected to the Senate with a claar mandate for

ml change. Health care reform and protecting the right of every
o~ woman to make her own-reproductive choices. are top priarities for

us and our constituents., We urge you to include coverage of
arortion servicas in the comprchensive benefits package which the
tagk force 18 now formulating. Wwe stand ready to help you and
the President achieve this goal.

Sincerely,

BAREARA BOXER ] DIANNE FEINSTEIN
U.S. Senator « . ' U.8. Senator
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NEWJERSEY?

P

UMDNJ, New Jerseys University of the Health Sciences
‘University Hospital

Medical Director & Associate Dean for ~ , e - » 7 150 Bergen Street

Clinical Affairs-University Hospital i , ‘ University Heights

Phone: (201) 982-3665 o f Newark, NJ 07103-2406
April 8, 1993 |

Ira Magaziner, Ph.D.

Senior Advisor Policy Development
Old Executive Office Bldg, Room 122
Washington, D€ 20500 :

Re: Health Care Reform and the National Puerto Ric%n Coalition

Dear Dr. Magaziner: ' l

The National Puerto Rican Coalition (NPRC) recogmzes the immense challenge of crafting a health
care system that can address public needs and expectations within acceptable cost parameters. This
can be accomplished only if Americans accept fundamental changes in how this country delivers and
receives health care. We need to be cautious, however, that in our overzealousness to "sell reform,"
we do not promise more than can be delivered in the short run. Very significant changes will need
to take place, particularly with regard to the supply and dlstnbutlon cf health care personnel

As we make health care available to the underserved and change the U.S. health care delivery system
we will need more primary care physicians, physician assistants, nurses, and allied health personnel;
and we will need them in different locations. These adjustments cannot be made overnight. In the
long run, these structural changes should reduce the neled for certain kinds of acute and tertiary
services. Better prevention and early diagnosis should redice treatment needs and costs. However,
these effects will occur only in the long term. [f

| have enclosed a position paper from the National Puerto Rican Coalition on health care reform. We
stand ready to assist the new Clinton administration in the days ahead.

Sincerely,

Eric Mufoz, M.D., M.B.A, FAC.S.

cc:  Congressional Hispanic Caucus !

i
1
@,» |
|
Prin t:oon '

‘.} g The University is an affirmative action/equal ;opportunity employer




Statement ;of

The National Puerto Rican Coalition
on

ASSURING ACCESS TO QUALITY HEALTH CARE
FOR PUERTO, RICAN

l
f

f
i
Presented|to

‘ |
The President’s Health Care Task Force

|
j
j
'
{
by |

Eric Muiioz
Chairman, Public Policy Committee
fp
z
National Puerto Rican Coalition
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PUERTO RICAN HEALTH CARE POLICY AND AGENDA

!

INTRODUCTION

The provision of health care services to all Americans is a challenge to public
policy. Most Americans have physician and hospital services available with some
regularity. However, those Americans in lower socioeconomic groups, or with language
barriers face severe disadvantages to adequate medical care. Puerto Ricans are
probably the single most disenfranchised grou’p in the United States vis-a-vis health

and human services. ;;

ACCESS TO HEALTH CARE SERVICES ANI_)JVIEDICAL CARE

The single greatest health care challenge facing the Puerto Rican community in
America is "reasonable" access to health care sérvnces Despite a number of past and
current programs by federal and state government as well as industry, there is a growing
cohort of Puerto Ricans who lack any access to many basic health care and human
services. This is manifested, in part, by “excéss" morbidity and mortality for many
diseases, and the sad fact that the hospital emergency ward is the routine environment,
often times, for Puerto Ricans to interface with the United States' health care delivery
system.

The recent outbreak of measles epidemics, a preventable disease, with deaths
from this disease in Puerto Rican communities, Hepresents a very serious problem. We
have a startling juxtaposition of high tech expensive medical services for many in
America, while even "basic" preventive immunizations are foregone for others. While this
phenomenon is not new, it is occurring at an |hcreasmgly troubling rate. Population
projections for Puerto Ricans suggest that under the current health care delivery model,
the number of unserved or underserved Puerto Ricans may soon reach alarming
proportions. |
Physiclan Services ;

A growing number of Puerto Ricans have h’mlted availability for physician services.
Throughout the last two decades a number of' programs have targeted strategies at
improving physician services for Puerto Ricans; unfortunately, these programs have had
only limited success for a variety of reasons.

New strategies are needed to impact the gﬁowing physician shortage in urban and
rural Puerto Rican areas. Despite an increase' in aggregate physician supply in the
United States to 650,000 in 1990, the number ’of physicians working in underserved
Puerto Rican areas remains remarkably low.




2 ! Munhoz

Hospital Car

Aggregate spending on hospital inpatient | care has mcreased dramatically during
the last two decades. Puerto Ricans, however, have not enjoyed a full return on these
expenditures. Hospitals have been only margmally successful at redirecting some of the
large inpatient funding stream into programs desngned at ambulatory and/or community
based health care delivery. The majority of acute hospital inpatient care for Puerto
Ricans are for emergency generated admlssmns to the hospital.

Ambulatory Services

Most worrisome for Puerto Ricans is the?continued decline in the availability of
"user friendly" ambulatory health care services which incorporate culturally sensitive and,
at times, bilingual programs for Puerto Ricans. | Language continues to be a problem.
The lack of outpatient care, along with other social and economic factors, leads to a
greater severity of illness with regard to inpatierit admissions for Puerto Ricans.

Rapid expansion of ambulatory health services is needed. There are a number
of strategies which may accomplish this goal. U’smg managed care models, redirecting
and retraining groups of physician extenders and nurse practitioners into Puerto Rican
areas could be effective. Significant fiscal mcentnves are needed to encourage outpatient
‘health care dslivery and to download certain servuces from the hospital based setting.

Quality of Health Services and Medical Caref

The quality of medical care for Puerto Ricans is marginal. There are two major
issues here: 1) the health care infrastructufre, i.e. the existing base of hospital,
physicians, and outpatient services, is limited when dealing with the health care needs
of Puerto Ricans, and 2) inadequate semces are reflected, in part, by an excess
morbidity and mortality for many medical dusorders found within the Puerto Rican
Communlty In

The merging of quality of care data anclj health outcomes research should be
valuable in tracking changes in health care dellvery\and quality or outcome. Data to
measure such criteria should be developed for Puerto Ricans as well as other Hispanic
communities. 1

Cost of Medical Care !
[1
Aggregate costs of medical care continuef‘a to increase at a much greater rate than
real GNP growth. Strategies at cost containment (in the aggregate) have not been
successful during the last two decades. This inicreasing health care bill and the lack of
successful cost containment has had two serious effects on Puerto Ricans.
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Medical out-of-pocket expenditures for Puerto Ricans have increased relative to
family income and have had a greater impact on Puerto Ricans compared to the non-
Hispanic population at large. This is due to lower family incomes for Puerto Ricans (on
average). A second significant impact of this Imedlcal cost inflation is reflected in a
decrease in relative program dollars, for those tax supported programs, which have not
kept pace with demand. Significant fiscal mcentwes are needed to encourage outpatient

care delivery, and download certain services fr?m the hospital based setting.

Thus, the impact of spiralling health caﬁé costs have been doubly serious for
Puerto Ricans. ’

i;
AIDS and Drug Abuse ‘ f;

In the midst of this health care delivery strain for Puerto Ricans, comes a lethal
and costly disease, AIDS. Data suggests that AIDS continues to grow unabated among
the Puerto Rican population. There has, for example been substantial growth in AIDS
in the Puerto Rican community, not only for substance abusers, but also for women and
the children. This presents a challenge to the current health care delivery system.

i

Drug abuse continues to trouble many‘Puerto Rican communities. Targeted
resources will be needed for AIDS preventlon education and treatment for Puerto
Ricans. New programs designed to halt the spread of drug abuse which utilize the
resources of churches, schools and the prw'ate1 sector are necessary.

Health Manpower

A new direction in health care policy is essential in addressing health manpower
needs for Puerto Ricans. Certain traditional health manpower programs of the past
could perhaps be revisited: for example, student loan programs and give-back .
arrangements for physicians working in undérserved Puerto Ricans areas. More
importantly, given population increases, new strategaes to meet access for health care
needs for Puerto Ricans are vital. i»

The most promising of these new strategues for the United States would be to
develop a large "nurse practitioner corp." This lstra'tegz,;* would utilize an existing cohort
of culturally sensitive nurses, perhaps 50,000 of the 1.6 million nurses, who would be
retrained and directed as "nurse practitioners" | into underserved Puerto Rican locales.
This strategy would require the lmplementanon of programs to train, empower,
supervise, and finance this labor pool, which would have political and organizational
implications. ,
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Conclusions |

The problem concerning Puerto Rican heélth care needs has reached epidemic
proportions. Access to adequate health care services is the single greatest challenge
facing the Puerto Rican Community, particularly physician, hospital, and ambulatory care
services. However, the quality of medical care, }':IS well as, spiralling health care costs
are very important issues for Puerto Ricans. The coordination of medical care for Puerto
Ricans can have a major impact on health services in America. Emphasis on AIDS and
drug abuse among the Puerto Rican populati;on are essential. Health manpower
requirements for Puerto Rican underserved areas require immediate attention.

The Federal Government, specifically th;le Department of Health and Human
Services, should target strategies to address each of these issues in reducing the
problems for the Puerto Rican community. Federal support and federal initiatives are
needed to improve the health status of Puerto Ricans. :

i

.
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AIDS/SUBSTANCE ABUSE ISSUE AND FACT SHEET

AIDS/SUBSTANCE;', ABUSE

Issue: AIDS in the Puerto Rican community is most often caused by the use of
contaminated needles or through =.exua| contact with IV drug users.

Facts: ;
n Heterosexual IV drug users account for 40% of Hispanic AIDS
cases. In Puerto Rico this ﬂgure stands at 58%.
| In New York City, where the x’najonty of Hispanics are Puerto Rican,
60% of Hispanic women contracted AIDS through drug injection,
compared to 31% who were infected through sexual intercourse.
L Within the Puerto Rican populatlon of New York city, 54% of
Hispanic men contracted AIDS through IV drug use, compared to
36% of men who were mfected through homosexual contact.
is
- Issue: Substance abuse cases are growi 1g within Hispanic communities at an
increasing rate.
Facts:

u The number of Hispanics aged 12 and over who had used illegal
drugs between 1985 and 1988 increased by 1.1. million."

= Cocaine use by Hispanics grew by 4% between 1985'and 1988.

" Forty-one percent of H:spamc IV drug users have never been in
treatment. ~

-

l
'
|
t
i
I
i
I

"National Institute on Drug Abuse. NIDA Capsule, March 1990
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Ryan White Act (32): Fully fund HIV/A!DS preventlon efforts under the Ryan White
Act by Increasing 1993 grants by $200 million.

I
More federal spending on AI'DS prevention, treatment, and research
that targets Puerto Rican IV:drug users, and sexual partners of IV-
drug users. I

Increased financial suppori for the Ryan White AIDS legislation
which provides emergency assistance to the 16 cities hardest hit by
AIDS - seven of these cities have large Puerto Rican concentrations:
New York, Chicago, Phnladelphaa Boston, Newark and Jersey city,
and San Juan. The Ieglslfatlon also provides "early intervention"
drugs to slow the spread of AIDS in HiV-infected people.

Increased spending is needed for AIDS prevention on the island of
Puerto Rico. although Puerto Rico has the highest rates of AIDS
cases per 100,000, it does not receive adequate federal funding to
meet its needs. The lack of funding for the AIDS epidemic on the
island compels residents to leave and find appropriate care in the
United States. !

Substance Abuse Prevention and Treatme\ntI (60): Challenge grants to the states to
create substance abuse treatment capacity where it is needed most and for hard-to-treat
populations. The change will serve 30,000 people in 1994 with outlays of $800 million
in 1997 and $1.5 billion over four years. ”

Other Comments:

Further spending needs to be channeled to community-based
organizations (CBOs) to implement AIDS prevention and substance
abuse treatment programs; CBOs can also become more involved
in testing people for HIlV infection in addition to providing

counseling. {

1
Medicaid guidelines in Puerto Rico that prohibit the free distribution

of condoms to sterile women, due to the fact that they are defined
as birth control devices, must be changed.

|

|
|
l
!
|
|
|
|
|
|
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HEALTH ISSUE AND FACT SHEET

I

HEALTH

Puerto Ricans are more likely to visit a hospital emergency room for basic
medical care than other Hispanics.|
i

n Almost five percent of Puerto Ricans use the hospital emergency
room for basic medical cgre compared to 0.8% of Mexican-
Americans and 0.2% of Cub’_an-Arnencans

n During the périod from 1985 fo 1988, Puerto Rican persons between
the ages of 45 and 64 used a physician’s office only 4.8 visits per
person compared to African-Americans (5.6 visits per person) and
non-Hispanic Whites (6.5 vis'its per person).

1
Among Hispanics, Puerto Rican mothers have the highest infant mortality
rate and are more likely to give blr]th to underweight babies.

|

[ Puerto Ricans had the higheét Infant mortality rate of 12.3% between
1983 and 1985 which is 3% rather than the rate of the general
population.

= Puerto Rican mothers are almost twice as likely to give birth to
underweight babies (9.4%) than non-Hispanic Whites (5.7%).

Puerto Ricans have less private health insurance than African-Americans
or non-Hispanic Whites. ]

)

n Between 1983 and 1986, oLly 50% of Puerto Ricans had private
health insurance compared lto 81.5% of non-Hispanic Whites and
57.6% of African-Americans.

:
|

|
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Issue: Between 1983 and 1986, a greater number of Puerto Ricans lacked health insurance.
|A

Facts:

] Twenty-one percent of Puerto Racans were uninsured, compared to 12% of non-

Hispanic Whites. i
Childhood Immunizations (31): An increase in chlldhood vaccinations to immunize one million
children during the summer of 1993, through an award of $300 miilion to support a community-
based effort to finance vaccine purchases, educati'on, and outreach campaigns.

n Expand federal support to lnclude community-based organizations which have
been able to provide the Puerto Rican community with information on
immunization, preventive, and prenatal care. Studies in the mental health field
have indicated that Puerto Rican use of facilities increases when outreach
campaigns have been conducted with the assistance of community-based
organizations.

Head Start Related Medicaid (58): Fund new entrants in the Medicaid program resulting from Head
Start expansion; costing $116 million in 1997, and $2|75 million over four years,

Other Comments: i

] A fair Medicaid reimbursement pollcy must be pursued. Many physicians have
refused to care for Medicaid chents because of lower state reimbursement rates,
thereby, overburdenmg the emergency room capabilities of inner cuty hospitals.

n Support must be given for hospntals and clinics with staff who understand the
distinctiveness of the Puerto Rncan community and who ar culturally sensitive to
Puerto Rican issues, such as k:nshnp and family.

u Increased spending on student aiq programs to encourage Puerto Rican students
to pursue studies in the medical field.

n Assistance must be provided to minority-owned small businesses who wish to ban
together to form larger health purchasing groups. This plan must also base
employer insurance ratings on a community-based rather than an experience-
based rating system. f

n Increased Medicaid benefits provnded to residents of Puerto Rico. Although not
ideal, a current proposal hike of $25 million over 5 years should be enacted as
soon as possible to help the island deal with its health care crisis.

N




DRAFT DRAFT | , DRAFT . - DRAFT . DRAFT

MEMORANDUM ;

TO: Judy, Ira, Chris

FROM: Karen N

RE: notes on House Leadership staff meetings
DATE: April 9, 1993 |

I thought it might be helpful to you, and perhaps to the
drafting committee, to summarize my notes from our meetings so
far with the House Leadershlp staff.] Specific information-
promised to staff is noted in 1ndented bold type.

I

APRIL 6 MEETING

Benefit design

staff asked for and was promzsed they would receive more
information on the dxstrlbutlon of existing health insurance
benefit packages and on the premlum associated with each.

l

Several staff raised concerns gbout the implications for
adverse selection and for cost containment of permitting large,
self-insured plans to remain out51de of the HIPC. David
"Abernethy suggested it would be smarter politically to draft the
bill with large employers in the HIPC leaving to them to make
the case why they should be left out. David also reflected his
strong view, and that of certain Ways and Means members, of doing
away with employer self insurance aﬂtogether.

I

Employer participation in HIPCs

On the gquestion of permitting employees of self insured
plans to participate in the HIPC, Karen Nelson raised the issue
of minimum participation standards 1n the employer plan. She
also noted the critical 1mportance of setting strict standards
for the employee opt out in order to avoid selection problems.
The tendency would be for self 1nsured employers to Yencourage"
their sicker employees to take advantage of the HIPC coverage
whlle retaining their healthier workers in the self-.insured plan.

Ira asked the group to give some thought to the political
implications of a premium-based, vs. payroll tax-based system.

t

Treatment of low-income persons ;

In‘response to Ira's suggestion that HIPCs will face some
requirement to help establish or strengthen provider networks in
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underserved areas, Mike Hash noted that concerns could arise in
low income communities that "outs1der" plans are taking over
their clinics and delivery systems. | He urged awareness of the
politics of "community sensitive" prov1ders. Karen Nelson agreed
with the theory of encouraglng community sensitive providers,
though noted that experience has fallen short of the theory. 1Ira
noted that' redundant protections- muqt be included in the bill.
HIPCS must. steer fundlng into underserved communities to support
network development.. In addition, AHPs must be required to
participate with providers (and/or place their own network .

. providers) in underserved areas. Other incentives and
protections may need to be built 1nto the reform bill, as well.
The group agreed to think about a blendlng of approaches.

David Abernethy asked how the ﬂealth plan differs from
proposals to give the poor "vouchers” with which to purchase
private coverage. He noted that termlnology will be crucial
here to avoid defections from liberals, in particular. He also
stressed the need to lay out in strilct detail what will happen to
low income persons in private secton‘plans. His spec1flc
concerns include: (i) how can we av01d IMC-type mills in the
future? (ii) how will a community health center /community
sensitive provxder network 1nfrastructure be built up? (iii)
will we pay insurance companies a pqoflt to cover the poor’
(David noted this would be espec1al%y problematic.)

1

|
. Cost of fee for service plans L

Karen Nelson inquired about the cost of sub51d1z1ng low
income persons who select the fee for service insurance optlon.
Ira suggested the cost of this (presumably most expensive) plan
might be brought more in line with lower cost plans through
imposition of premium bands. For example, the highest cost plan
might be limited to 125% of the lowest cost plan. Ira also
suggested that one risk adjuster applled to plan premiums might
take into account the percentage of enrollees with low-income
subsidies.

i

Community rating Medicaid disabled ehrollees
I
Ira raised the possibility of QOmmunity rating coverage for
these individuals, thus shifting much of their cost onto the
private sector. e

Staff requested ‘and was promlsed additional information on
this proposal, including its 1mpact on private sector
insurance premiums (particularly those paid by small

. employers.) :
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Ira noted that, in general, the reform bill's approach to
community ratlng could swamp the 1mpact of mandates ‘and payroll
taxes on small employers. More dlscus31on on the timing and
approach to community ratlng was 1nv1ted for future meetings.

32
Employer mandates y

Ira invited a future, frank dlscu851on of the polltlcs of
employer mandates. In particular, he noted the division of
winners and losers among employers and asked for political
insights on which groups should be protected.

- The issue of employers now prov1ding coverage in excess of
the basic benefit standard was ralsed. Should we permit these
employers to continue offering addltlonal coverage? Should
require a maintenance of existing effort? The same questions
apply to those employers who now pay| 100 percent of the premium
for their workers' coverage. f

|
APRIL 8 MEETING

Global budgets

Ira described budgets expressed| in terms of a weighted
average premlum of all health plans covering basic benefits.
Each year's budget would prov1de for'a percentage increase in
this welghted average premium over the prior year's weighted
average premium. Budgets might be enforced annually, with over
spending recouped retroactively, on bn a two~year rolling
average, with the over spending trlggerlng an adjustment in the
following year's spending.

States would have a range of optlons for staying within the
. budget. For exmple, they mlght tax hlgh cost plans to subsidize
low cost plans. They might impose rate settlng on providers.
etc. States might be provided a band, or margin of error, for
permitted spending in excess of the hudget However, states
would be responsible for covering such excess spending
(presumably, , Excess spending above the
band would not be permitted by the deeral government.

Phyllis Bor21 asked whether states would be authorized to
tax ERISA plans in the event the state budget is exceeded.

Karen Nelson asked about estabﬂlshlng the base year for
global budgets. Ira noted the optlons include (i) applying
existing Medicare geographic adjusters to a national average

i
!
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budgeted amount (ii) determlnlng the actuarial cost of providing
basic benefits in each state, accordlng to that state's
demographlc characterlstlcs and utlllzatlon patterns.’

David Abernethy raised many technlcal concerns about the
operation of state-based budgets. For example, how is migration
between states taken into account? How does a state count a
person who lives -in one state and works for an employer -
purchasing coverage in another? What about two earner families
with jobs in two or more states? He/ noted these technical
concerns could threten the accuracy of the base year, as well as
accounting for spending in future years.

"Banding" health plan premium within:a HIPC

Karen Nelson noted the potential for high cost plans to
pressure the HIPC to squeeze sav1ngs out of lower cost plans in
order for the weighted average premlpm to remain within the
budget. IRA restated his idea of "bandlng” plan premiums so
limit the variation in cost. He elaborated that bands might be
applied around like'plans (eg, a band around all HMOs, another
around PPOs, a third around indemnity plans.)

‘Balance billing

Tricia Neuman asked about balance billing. 1Ira suggested
the options include banning extra billing or limiting it to a
small percentage above the plan's prov1der payment, similar to
Medicare's balance billing limit. Dav1d Abernethy asked if
balance billing expenses would be lnclnded in the global budget.
Ira thought they would.

i

Scored savings

Andi King inquired about "scorable" sav1ngs and CBO
estimates. David Abernethy noted that for savings to be
scorable, CBO first requires that the savings targets be
specified in law. The law must further specify in stepwise
fashion how the global budget will translate into state targets,
into regional and/or per capita spendlng, and finally into
premium amounts. The law also should specify that any prov1der
negotiations over fees will focus o? the RVUs, not the conversion

factor. !

o

David thought the structure foé provider payments, and
hospital payments in particular, also would be important to CBO
in determining scorable savings. Axe provider fee schedules
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consistent with the budget available?for plans to use? imposed
by states on plans?

3

He also stressed that the structure of the budgetlng system
as it relates to non-managed care plans must be carefully
specified. CBO needs to see that some defined entity has the
responsibility and the capacity to control resource use by plans.
David, also noted the importance of spec1fy1ng what steps an
entity would take when a health plan‘appears to be bumping up
against the budgeted limit. CBO needs to see that, over time,
those plans unable to control costs Nlll be excluded David
summarized by suggesting that 1oosely managed fee for service
plans must operate within a defined structure that drives
payments, especially hospital paymeﬁts, for savings to occur.

Ira noted that while this entit& must be defined in law to
meet certain federal criteria, it nevertheless must be permltted
to vary in its appearance and operatlon. For example, in some
communities, the medical society mlght set up a board and appoint
agents to negotiate with the HIPC. ,In other areas, the hospital
might contract with physicians and negotiate on their behalf.

[
Treatment of Medicare b

Ira noted that several options jare under consideration. One
would be to add prescription drugs and/or other benefit
enhancements to the Medicare program and then leave it alone.
Another optlon would be to require seniors to declare the name of
their primary care physician to the| HIPC when they go there to
purchase medigap coverage. There wes some discussion of whether
seniors would comply with such a requirement and what it would
accomplish. Phyllis suggested the requirement could begin to
sensitize seniors to the gatekeeperfconcept. Ira noted they then
might be more willing to purchase a|medigap option that employs
the gatekeeper feature to manage utlllzatlon and costs. Tricia
and Andi raised a concern that the purchase of managed care
medigap through the HIPC might 1nterrupt seniors' insurance
coverage or established relatlonshlps with physicians. This
would be especially true for seniors with several reqular
physicians, each of whom partlclpated in a different medlgap
plan. i

Several staff p01nted out thathBo will not score Medicare
savings if seniors remain in fee for service coverage. Ira
agreed and reiterated the 1mportance of short term. cost controls
applied to Medlcare.

David asked whether the global[budget would apply to
. Medicare. Ira responded that it would, but noted his expectation
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that, over time, Medicare would rely‘less on a price-directed
approach to cost control. He predicted that physicians who
partlclpate in successful accountablé health plans would
experience a gradual widening of the difference in Medicare and
private plan payments. Ira suggested| this tension, over time,

would move phy51c1ans to more responsible behavior in controlling
unnecessary services under Medicare.

David’ responded that CBO would need to see specific price
controls applied to Medicare in order [to score Medicare savings.

He further suggested that the terms "short term" and "long term"
be obscured.

If CBO reads the law to require cost controls in
Medicare over the short term, alone, they will not score outyear
savings. Mike Woo disagreed and urged| that short term cost
controls had to be clearly designed as\elther transitional or
permanent,

I

| B
!

David suggested the application of short term cost controls
for Medicare over a 5-year period, durlng which time a national
commission would make recommendations on the long run treatment
of Medicare.

‘ |
i

Next meetings

The group agreed to contlnue dlscu351on on treatment of
Medicare. They also want to discuss administratlve
s1mplification. Questions were raised about the feasibility of

cutting administrative costs under a reform strategy with many

competing health plans.’ |

DRAFT
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- MEMORANDUM FOR ALEXIS HERMAN ;

THE WHITE HOUSE

WASHINGTON

‘April 12, 1993

SUBJECT: Health Political/Policy Worklng Team on Business
Outreach

FROM: Mike Lux

The political communications group that has been working on -
health care decided that we should set up three working teams to
resolve critical dilemmas on the healthicare package.' One of the
dilemmas to resolve is, given the lelSlveness in the corporate
world of this issue, how do we enlist the maximum amount of
business support for the plan. We wouldlllke you to lead this .
team. Our assumption going in is that it will be difficult to

attract business association support,” so|We ‘will have’ “to, _sign’ up,m;:::i;i-Qf

individual CEOs and small business owners.

I plan to be involved in coordlnating thg work of all three teams
and. plan to assist all of them in their work. I would recommend
the following additional people to be a part of this team:

- Amy Zisook - Nancy Rubin

- Caren Wilcox - - John Edgell (from Commerce)
Chris Jennlngs or Steve RlcchettlL

someone from the communications department

-As with the economic package, we should éet Mack McLarty and Bob

Rubin personally involved in recruiting business support, and we
should call on our friends outside the admlnistration with good

business contacts (Anne Wexford, Vernon Jordan, Michael Berman,

Laticia Chambers, etc.) to help us in this effort as well.




s
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I need to brieftyou more thoroughly onythe major issues involved,
but I would identify the following as the most fundamental issues
relating to the business community. 4

1. 'Financing. Fundamental to all chances for business support

is the financing issue, which translates in great part into

whether businesses will be paying more;or less for health care

costs in. the future. ( Obviously, the cost control features of

the plan are 1mportant to them as well,} but I think we’ve done a

good job of convincing the business world on that part of our pm#
package.) A VAT would be very popular with business because it

would shift costs from business to the general taxbase. Howeverw@auJNW
our polling indicates that a VAT large enough to pay for our Jomtl |
health care package would not be read11¥ accepted by the public. guW“#

* In general, regre351ve taxes would be supported by business.

However, consumer groups, labor unions,|and the general public
are not likely to go along (although unlons have said they will
sign on to a VAT under some condltlons.‘

2. Mandates. A related issue is mandates. Small business
associations generally hate the idea of |[business mandates for
health care. Our plan, since it sticks |with an employer based
system, does have mandates in it. ‘ . :

We will never get NFIB or the Restaurant Association to sign onto
our plan because of their ideological hatred of mandates, so the
question is what policy incentives for small business do we need
to build into the plan to attract some other 51gn1flcant small
business support.

3. Opt outs. The questlon here is whether every business needs
to be part of the health insurance purcha51ng cooperative (HIPC),
or whether businesses above a certain 81ze (say 500) can retain
the right to self insure. While sone buslnesses (mostly in more
mature industries) don’t care about this| issue, many care a great
deal. Single payer groups. and labor unions, on the other hand,
argue strongly against allowing anyone to opt out because of
their fears of a two tier health system.| Our message people also
believe that any suggestion of a two tler system is disasterous
for gaining broad public support

“Ira believes we can create a middle ground that can satisfy most

of the people on both sides of this issue. Such a policy would
community rate self-insurance plans, mandate that they prov1de
all the same benefits, and allow employees to pick a plan in the
HIPC if they prefer. Other options mlght include forcing -
companies to offer multiple plans to employees, and allowing non-
employees of that company to buy into. the company’s plan.




o '

- Ira is convincing in his argument that this kind of approach
would solve our problem here, but it is complicated.and needs

continued work. ,

4. Community Rating. Our plan has communlty ratlng as a
fundamental part of our package. Thls generally helps small
‘business and big businesses with older, more blue collar work
forces. It hurts companies with younger, better educated work
forces. This is one of the reasons this package 13 so divisive
in the business community. R

As with any general concept, there are some important nuances to
be worked out. The chamber and some other businesses argue
strongly, for example, that the medlcare population should not be
thrown into the rating mix with the general population. Issues
like this will need to be thought through for thelr political
ramifications.

Summafg
‘ ¥

I would recommend that the working group begin meetlng this week.
I think the first meeting should be Wlth Ira Magaziner so he can’
guide us as to where we are right now on some of these key policy
matters. Thank you for your help on this urgently 1mportant part
of the health care outreach plan.




THE WHITE HOUSE |

WASHINGTON

‘April 12, 1993)

MEMORANDUM FOR RICKI SEIDMAN AND MELANNE ' VERVEER h
SUBJECT: . Health Political/Policy Working Team on Abortion

FROM: Mike Lux

- The political/communications group that has been working on
health care decided that we should set up three working teams to
think about resolution of our most problematlc issues, and one of
those teams will be on the abortion issue. We would like the two
of you to lead this team. I plan to be. hnvolved in coordinating
the work of all three teams, and will be' a part of all of them.
I would recommend that Linda Bergthold from the benefits working
group of the task force be involved and’ Heather Booth from the
DNC. I would also include someone from congressional relations
-as well as anyone else you think appropriate.
‘ : : . )
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TO: Hillary Rodham Clinton 3 April 13, 1993
FR: Chris Jennings
RE: Ways and Means Subcommittee Meeting
cc: Melanne, Ira, Judy, Steve, Lorreine

Because of its jurisdiction, Members, staff resources and
expertise, the House Ways and Means]Committee and its
Subcommittee will probably be the most influential body in the
Congress as it relates to health care. As challenging as it may
be, we must have and continue to build a close and productive
working relationship with the Committee

With this in mind, you, Ira ang Judy are scheduled to meet
with the Ways and Means Subcommittee on Health in the Roosevelt
Room tomorrow morning. This meeting was originally requested by
the Subcommittee following the last| Subcommittee Members' meeting
with Ira and Judy on March 3lst.

To focus discussion, the Subcommittee Members requested that
the meeting review two major issues (1) System Organization:
Federal and State Roles and (2) Cost Containment: Short-Term and
Long~Term (but will focus primarily on short-term). In terms of
meeting format, the Subcommittee has suggested that you or Ira,
for each issue, give a brief 15 minute presentation, followed by
a 45 minute Q&A session. Attached for your use is a summary of
the direction and options Ira and his work groups have been
- discussing for all of these issues.y

In preparation for this meeting, Pete Stark suggested that
all the Subcommittee Members submit 'questions that they may pose
during your meeting. The questions will be focused on the two
- issues outlined above. As of 6:30 tonight the questions had yet
to arrive, but we will send them over as soon as they arrive.

Lastly, as you will recall, the last time you met with the
Committee, we had a press leak" problem. At some point during the
meeting, without being overly confrontational, you may want to
discuss the importance of keeping these meetings quiet, so that
we can have as constructive and productive a working relationship
as possible. This, in my mind, is entirely appropriate and
should be well received by most.




April 13, 1993

Attached are three sets of memoranda related to
proposals for national health reform'

Tab A: A description of theifole of state
and federal government

Tab B: A description of a national health
budget and administrative \
simplification as soqrces of long-
term cost containment

Accompanied by a longer paper
related to global heqith budgeting
|

‘,

Tab C: A brief description of options for
short-term cost controls

Accompanied by a slightly longer
description of each option and a
paper providing further details

about each option
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APRIL 13, 1993

SUMHARY OF ISSUES UNDER NATIONAL HEALTH REFORM:

FEDERAL/STATE ﬁELBTIONSHIP
LONG~-TERM COST CONTAINHENT
SHORT~-TERM COST CONTAINKENT

In the new system, we assume a‘cooperative federal-state
relationship. The federal goVernment will not regulate the new
system heavily; rather, it will set:parameters to ensure that the
national goals of universal access, 'high quality care and cost
containment are met. :

States will have substantial flexibility and authority to
implement the new system. They will have the financial
responsibility to meet a budget and will be responsible for
overruns. The federal government will provide the states with
the tools to enforce the budget.

This memorandum describes preliminary proposals for national
health reform related to federal-state relations, long-term cost
controls obtained through a nationaﬂ health budget and through
administrative simplification and options for short-term cost
controls. Specific options described represent one set among
several under consideration and arelintended for illuatrative

purposes.
FEDERAL GOVERNMENT ROLES AND RESPGNSIBILITIES.
" Under national health reform,~the federal government will:
» Establish guarantees for:health-care
coverage and delivery to be carried out by
the states ‘

+ Ensure protection of citizens if states
fail to meet federal atanderds

» Establish an employer and individual
responsibility to contribute to health
insurance costs

» Enforce a national health budget holding
states accountable for spending to meet the
budget ,

« Determine the annual incnease in the
national health budget




+ Establish and oversee formulas for
adjusting payments to health plans based on
demographic and clinical charecteristics of
enrolled patients A

s Update and refine the comprehensive benefit
package ,

. Establish and oversee federal subsidies for
low-income persons and eligible small
employers ;

« Establish and implement national gquality
and access standards o

{ o
+ Manage and analyze national collection of
information related to health care access,
quality and coverage ‘

+ Establish a mechanism for assessment of
health technology and emerging treatments

+ Oversee federal funding for training of
health professionals ‘

+ Provide technical assistance and start-up
grants to support the development of consumer
health alliances and health plans

« Administer any limits pleced on tax-

deductibility of employer contributions to
premiums in excess of locally established
benchmark premium |

« Override state anti-managed competition
laws and other statutes inconsistent with the
principles of the new heaﬂth care system

. Delegate these functions variously to a
national health board and an executive branch

agency
STATE GOVERNMENT: ROLES AND RESPONSIBILITIES:
Under national health reform, tbe states will:
+« Establish at least one csnsumer health alliance

. If they choose, opt out bf the consumer
health alliance structure land operate as a

2




single payer that negotiaées directly with
providers or sets all-payer ratea

+ Set boundaries for consumer health

alliances t0 ensure:

= Minimum population

of one

million, or entire state population

if less than one mill

}on

- No discrimination égainst low-
income or high-risk populations

- Contiguous boundarf

» Administer and assure co
national health budget

+ Establish and enforce pe

for consumer health allian
rules, including:

- Enrollment in healt

es
mpliance with

rformance standards
ces under federal

i

h plans of all

persons residing in assigned

geographic area

- Inclusion of a rang
plans within budget t

- Solvency requiremen

e of health

argets

lks

' - Appointments to, composition of,

and membership on poﬂ
boards

- Administrative expe

« Protect people enrolled

» Operate a state health p

correct gaps in the market,

1cy-making

;
nses

in health plans or
health alliances in case O

fifinancial failure |

ian if necessary'to

1




v MEDICAID:

Under national health reform, ﬁediceid beneficiaries will
enroll in health plans offered through consumer health alliances:
| :

+ Medicaid beneficiaries will %eceive subsidies toward
the cost of premiums and co-payments on the same basis
as other 1ow~income people ;

* Health plans will provide supplemental services such
as transportation and clinical}case management as
appropriate to ensure access to care

+ States will continue to contribute to the cost of
- care for low-income people: ;

- Initially under a requi*ement for
maintenance of effort and later subject to a
new formula determined by 'a commission and
~adopted by Congress through an expedited
procedure

- Requirements for maintenance of effort
could include all state health expenditures,
not just Medicaid
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LONG- TERM COST CONTAINHENT aA NATIONAL HEALTH BUDGET

|
National health reform will establish a budget for health
care spending consisting of two parts'

e« The federal government will enforce an

annual budget for spending
‘health alliances

through consumer

- Determined by the_average premium
(weighted by enrollment in each
plan) for the comprehensive banefit

package

- Enforced at the state level

- States held accountable for

spending in excess of

the budget

- States and health alliances will
meet budget limits through'

Authority to negotiate
and regulate premiums

Authority to freeze
enrollment in plans

Authority to set!

and

regulate payments to

providers

Authority to approve
investments in health
resources and technology

« Self-insured plans also will be required to

meet state budgets

The federal government will enfc
the following mechanisms:

e Allow states to share.in
federal subsidies if costs
budgeted .

>rce budget limits through

.savings for
increase less than

« Require states that exceed budget to submit

plans for correction

+ Require states to. finance additional cost
of subsidies to small employers, individuals
and families if budget exceeded



« If budget exceeded in successive years:

- Impose a penalty tax on
providers, with revenues to pay for
federal subsidies Y ~

. = Implement rate set#ing

- Operate consumer h%alth alliance

» Consistent with the nationel health budget,
the federal government will constrain
payments to providers to limit spending for
its programs !

LONG-TERM COST CONTAINMENT: ADMINISﬁRATIVE SIMPLIFICATION

National health reform will establish rules intended to
reduce burdensome data collection and information processing
while assuring privacy and security pf personal health
information°

e Simplify information collection
requirements for billing and enrollment
purposes

+ Require use of national,%standard forms

* Require use of national, ~standard data sets
for financial, clinical, quality and other
information ‘

« Develop national procedures for
coordination of benefits until new health
system fully implemented

« Develop and adopt unique provider, patient,
plan and employer-identification numbers

+ Set national communication standards for
electronic data interchange

+ Set uniform national rules regarding
.privecy and security

e Simplify utilization review
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' GROUP 4: GLOBAL BUDGETS

Note: The budget structure presented here pre.‘mnes the following:

That states wuldhmrsubxmnnallmmde and that the federal government
would be unwilling to create an mcapped federal liability for low-income
subsidies in a system that is not largely wzthm its own comtrol. These
assumprions, taken together, lead to a .systan in which states are financially
accounsable for the cost of low-income :ubs:dxe: in excess of the allowable
increase in the budget. , ‘

¢ Thar there should be a federal guaramee to slow health spending (including
private spending). This assumption leads to the need for a federally-defined
" owside limit on the rate of increase in heakh spending (az least for the
guaranteed comprehensive benefits w::?un the purchasing coopera:zve). with some
sanctions if spending within a state nsesic: a more rapid rate. It is presumed
thar elements of the federal program (e. ga limit on the tax favored status of
health coverage) would restrain :pendmg‘

]
]:

1. HOW IS THE BUDGET DEFINED?

a.  Private spending budget. There would be a budget for private health care
~ spending that would be defined as the average premium (weighted by
enrollment in each plan) for the gua:anteed comprehensive benefits.

The budget would not include spendmg for supplemental benefits, balance
billing (if permitted), out-of-pocket costs (though consumer costs for the
comprehensive benefits would be expected to rise along with the budget), and
public health. ‘

[Note: The viability of a budget only on the guaranteed benefits presumes that
the guaranteed package is relatively eomprchcnswe To the extent that is not
the case, a budget applied to supplemmtal coverage as well might be

appropriate.] (,

i Enforcement inside the pnrchasing cooperative. The budget would
’ be strictly enforced inside the| purchasing cooperative.

States would have broad authon‘ty to control health care spending, and

PRELIMINARY STAFF WORKING PAPER FOR ILLUSTRATIVE PURPOSES ONLY
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FOR OFFICIAL USE ONLY (GROUP 4 — PAGE 3)

0 A budget imposed only on the purcha.nng cooperative could
raise difficulty equiry | ts:ues If per capita spending inside the
purdxasing cooperatwe were substansially lower than outside,
two fiers of quality m:ght develop (or be perceived as
developing).

It would difficult to enforce dxrealy a budget on self-insured employers
outside the purchasing coaperaxfw However, large employers
exceeding a spending target could be reguired to join the purchasing
cooperative. This would bmxg these employers under the budgetary
control of the purchasing cooperamre This approach would wrk as
Jollows:

¢ Multi-year Targe:. Large employer spending would be
monitored on the same multi-year budget cycle as used for states
and purchasing cooperlc::ves A mudri-year budget is
particularly importan Jor individual employers, since even large
employers experience substantial random variation in costs from

year to year. I:

¢  Spending Targets. {f zke rate of increase in spending for the
guararneed oomprehemzve benefits by a large employer exceeded
the allowable increase |m the federally-defined budget over the
mulri-year cycle, the employer would be required to join the
purchasing cooperative. The Society of Actuaries would develop
a methodology for separanng the cost of the guaranteed benefits
Jrom an employer's to:al health expenses (which might include
supplemerial benefits). |,

4  Premium for Large Employers A large employer required to
Join the purchasing cooperanw would pay the purchasing
cooperative the same preman that would have been charged if
the employer had jaznaii the cooperative voluniarily.

Public spending budget. There would be a budget for federal Medicare
spending. [Note: We are working on options for how a Medicare budget
could be defined and enforced.) ‘;

Federal spending for low-income subsuhes would also be limited, as described
in Section 6b below.

i

1
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|
Fonnula example Note, in paructnar that the period for parrowing
differentials could be compressed (e g.,t0S5 yws) or extended and that the
mral offset ﬁgure could be ad_‘usted'

In the first year of the global budgcnng system, a state’s budget will largely
reflect its historical expenditure levcl At the end of seven years, each state
will have the same budget except for adjustments for differences in
demographlcs and input pnces i

Lgt |

H; = historical expenditure level fclxr state i, mded forward by national
' target growth rates to year 1of budget

T = national budget level |

T; = adjusted national budget level for state i = T*P,*D;

B, = actual budget for state i ;

P; = input price index for state i |

D, = demographic adjustment for state i.

In year 1, B, = (.14*T)+(. 86‘HJ Each year the weights change by .14 so
that in the seventh waeT 'I'hxsuansmonxssxmﬁarwthePPSand
Medicare fee schedule transitions. !

P, is a weighted average of cxpendxtum—mﬁc input price indices (e.g.,
hospltals physicians, and drugs) where the weights for P are based on
pational spending patterns. Inmally, the HCFA hospital wage index would be

. used for hospital expenditures, a.lthough eventually a broader wage index could
replace it. The Geographic Cost of Practice Index (GCPI) would be used for
physxcxan expendxmres However, the GCPI will be multiplied by 1.20 for

*very rural areas” (defined, for example as areas with population densities

below 50 persons per square mile) 0 recognize the difficulty of attracting
physicians to these areas. Drug expenditures will not be adjusted for
geographic variations — the index wﬂl be 1 everywhere.

The Commission would make it: dezemnmon based on the factors described
below. Congress will vote on the annual allocation to States on an up-or-
down vote. ]f Congress rejects the Commzsszom recommendations, the
allocation would be the baseline. The Commission shall allocate funds so as
:ommwvanaaomm:pendmgdwzopmmcepancmmnmammd
differences in health resource

Updates of the budge: baseline ;hould rdlea mwo sets of factors:

PRELIMINARY STAFF WORKING PAPER F0§l ILLUSTRATIVE PURPOSES ONLY
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an increase in mpth — gince federal ﬁnancmg for subsidies

- would account for the number of people receiving subsidies.

(Note that spending rising faster than the feda'ally-deﬁned budget

- would mean that employer almd consumer premiums would also rise.)

If health spending in a state\mse slower than the federally dcﬁned
budget, then the state would retain the savings in federally-financed
low-income subsidies that would result from lower than budgeted health
care spending in the state. |

b :
State financial accountability for low-income subsidies would compound
over time. For example, consider a state that exceeded the federally-
defined budget by 1% in a gwm year, but then tracked allowable
budget increases thereafter. ! The state would always be spending more
than was budgeted, and would therefore have to finance the additional
low-mcome subsidies that mult

Techmmlly, state financial acoountabmty would be tied to the amount
the state is over (or under) budget relative to the weighted average
premium in the purchasing cooperanve, regardl&s of how subsidies
are structured. For example, if total subsidies in a state were $1 billion
and the state exceeded the budget (i.e. the weighted average premium
in the purchasing cooperauve) by 1%, then the addmonal state financial
responsibility would be $10: &mx]hon

(Subsidies may very well be] based on the benchmark premium, which
could increase at faster or slower rate than the weighted average
premium. However, tying sxate financial acoountabmty to the
benchmark premium would provxde a strong incentive for a state to
hold down the cost of the benchmark plan, potentially resulting in a
detmoranonmquahtymthlatplantelatwetoothe:s) '

| The National Health Board (or a Commission) would prepare a formula

with the characteristics described above. The formula might
appropriately be designed m[conj unction with development of
mmntmznce of effort provmons for state Medxmd spending.

" Outside Limit on statchealthmspending As described above, the
federally-defined budget update would determine the level of fedaally-ﬁnanced
low-income subsidies, with states ﬁmancxally accountable for subsidies in

excess of this amount.

PRELIMINARY STAFF WORKING PAPER FQR ILLUSTRATIVE PURPOSES ONLY
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%

iii.  Federally-imposed ratsetung .If spending exceeded the outside limit
over an entire multi-year budgetmg pe.nod the federal government
would implement rate-setting systems in that state, which would assure
compliance with the fedemlly-dcﬁned budget.

4

budprop2.wp

In order to unplcmc!m rate-setting systems that are best suited to
local circumstances, the federal government would have
flexibility to implement different systems in different states and
various approaches by provider type.

For staff model HMOs and other flﬂly-mpnated delivery
systems, the federal xgovcmment would impose the expenditure
limit through limitations in premium increases.

The federal govemment’s systems would remain in effect until
the state provided the federal government with evidence that its
proposed expendmn'c restraint policies would achieve
confannance with the federally-defined budget.

In w.-rymg out its ﬁmcnons, the federal government could

require states, h&lth ‘plans, providers, and insurers to submit

relevant information; 10 assess compliance with the expenditure
limits and to assure nmely and effective implementation of any
necessary federal acn

i
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Short-term cost control options

Option 1:

.

Option 2:

-

-

Option 3:

.

Option 4:

.

Option 5:

Insurance premium regulation

[
Would set allowable rates of increase for
insurance premiums (or premium equivalents
for eelf-insured firms)

Limits one of the moet visible costs to
consumers and introduces the concept of
operating under a budget.

All-payer rate eettidb

Would extend Medicare payment methodology to
all payers and set rates to control spending.

System already in uSﬁ, familiar to providers.
Provider price controﬁs

Would control prices based on historical
levels, without regard to whether or not the
charges were excessive in the first place.

Could be imposed imme%iately.

Marginal revenue/zﬁke?

Would impose a temporary revenue surtax on
providers whose revenue growth exceeds a
target.

Could be imposed immediately.
i

Voluntary controls

Would require enlisting industry in voluntary
controls and passing standby authority for
the President to 1mpose mandatory controls if
the voluntary goals are not met.

Mandatory control option could be developed
during a triel period for the voluntary
controls. |

1
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Short-term cost control options

‘ spending.

Option 1: Insurance preniun regulation

This option calls for set#ing allowable rates of
increase for insurance premiums (or premium equivalents
for self-insured firms) ’

Regulating premium increases limits one of the most
visible costs to consumers and introduces the concept

of operating under a budget. It may also thwart price

gouging during the transirion.

However, implementing prenium regulation requires a
complex administrative apparatus. Limiting premium
increases may lead to "dumping” of insured individuals
with costly health conditions denials of treatment or
reimbursement, or bankruptcy of insurance companies.
Effectiveness also depends upon enlisting states as
enforcers. ‘ i

‘ a
Option 2: All-payer rate setting

This option calls for extending the Medicare payment
methodology to all payers and setting rates to control

Health care providers end insurers that have served as
carriers or fiscal intermediaries for Medicare all have

experience and mechanisms]in place to implement this

method of cost control. Some states that have adopted
all-payer rate setting heve had success in controlling
costs in the private sector.

. However, experience under1Medicare indicates that

volume increases may offset some savings. Cost

-shifting to unregulated sectors may occur until rates

are established (for outpatient services, for example).

Even if rate-setting aims to make no
aggregate change in provider payment levels,
it will redistribute income among providers,
since the new rates will differ from current
charges. Providers will face a double

. shakeup~--first, rate-setting, then, managed

competition. Turning heelth care upside down
once might be thought enough

option 3: Provider price controls .

This option would controlsbrices~besed on historical




. levels, without regard tdﬁwhether or not the charges
were excessive in the first place. Prices would be
decontrolled as managed competition becomes fully

operational.

Price controls can be 1mposed immediately. They do
not threaten any sharp change in current provider
incomes. '
However, price controls are likely to trigger an
increase in volume, which will offset some savings.
They are hard to enforce,;especially on physicians.
The longer they are in place, the greater the
inequities and unintended}consequences.

Option 4: Marginal revenné taxes

This option imposes a teméorary revenue surtax on
providers whose revenue gfowth exceeds a target.

The surtax can be 1mposedlimmediately and will deter
volume increases. Although evading the controls would
be a form of tax evasion, Lproviders may well find ways
to game the system and legally avoid the tax. They
could also respond to marginal revenue taxes by turning
away patients. '

This option is untested and could adversely affect the
development of efficient plans experiencing rapid
growth. I

Option 5: Voluntary controls

This option calls for enlisting industry to adopt
voluntary controls, with standby authority for the
President to 1mpose mandatory controls if the voluntary
goals are not met. A mandatory control option could be
developed during a trial period for the voluntary
controls. This option might make providers more
favorable to the plan.

This option does not ensure cost savings.
S

l
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AN OPTION TO FREEZE AND c&umnon PROVIDER PRICES

This option is designed to | reduce aggregate health care
spending as much as possible and as soon as possible. _
- I

TI!I!G: ]

° nrst, prohibit increases 1n provider prices.

© After 3 to 9 months replace the freeze with a system that
is flexible and enforceable. otficials from Carter’s Council on
Wage and Price Stability (CWPS) state that an inflexible freeze of
longer than $-6 months would lead to rapidly declining compliance.

° Decontrol prices gradually, as managed competition
addresses the causes of cost growtlla

GENERAL DESIGN: A 1

© As with all price control options, ban increases in balance
billing and limit balance billing} e.g., to 20%. To facilitate
enforcement, allow consumers to sue providers who violate balanced
billing gquidelines for triple danages.

© To combat anticipatory price hikes, begin the freeze by
requiring that prices be rolled back a constant percentage.

¢ For administrative sinplicity, do not control wages or input
prices.
o In stage 2, set price grthh, e.g., egual to inflation.
Anticipate volume offsets, e.g., of 50 & for physicians. Define
criteria for special. exemptions, and establish a review process.
DESIGN BY BECTOR: i

|

Physicians: MDs typically carn a fee for service, (FFS), or
a fixed "capitated" payment per patient. Physicians’ revenues were
$152 billion in 1991, (20% of NHE)| and are projected to grow at
5.8% annually in real dollars during the 1990s; 361,000 MDs are
office-based. i

I
© For FFS payments, all private third party payers,
including self-insured employers, would freeze usual and customary
rates, effectively capping reimbursements to MDs. Third party
payers that do not use usual and customary rate screens to limit
payments to physicians would be mandated to use an acceptable
screen within 3 months of the date the freeze begins. To be
‘acceptable’ the usual and customary screen would be derived from
a data base that meets Federal quality standards, e.g., a randonm

sample of sufficient size, etc. g:

© For capitated payments, hcalth plans would freege
payment schedules to preferred providar organizations, or to
independent practice associations. | Changes in bonuses, or other
compensation would be banned. ‘

Hospitals: Payments to hospitals are based on charges,
capitation, or private DRGs. For-profit and not-for-profit



hospitals could be treated :ldent:lcany. Revenue of 7000 hospitals
was $324 billion in 1991, and is cxpected to grow at 5.8 § annually
in real dollars during the 15%0s.

© DRGs and capitated paynents are typically negotiated by
- the health plan with the hoSpital. Prohibit health plans fron
increasing payments above historic levels.

© For hospitals paid on the basis of charges, the lack of
standardized billing codes may prompt the spurious redefinition of
products. Therefore ban charge-based billing and base payments on
average revenues per admission. 'l'hese are calculable using IRsS
revenue data, and HAA adrissions data.

?
m_s_ Premia for staff model HMOs could either be fro:en and
controlled or left alone. Ccmpliance by 550 HMOs could be
monitored Federally. ' !

OTHER: Dentists, medical labs and some nursing homes are also
compensated by third party payers. 'I‘hese could also be subject to
controls. : '

ENFORCEMENT: ;
© Require quarterly conpliance reports of all third-party
payers, including HMOs and self-insured employers to a Federal
Office of Health Care Cost Control.|
| T : o
© Interested third party payers may monitor provider prices
more cost-effectively than Federal | agencies. Additional record
keeping by health plans and by providers, nonetheless, appears
necessary. ' L

© CWPS in 1978 used 300 staff to supervise voluntary price
controeols for 2000 large nanufacturing firms.

EFFECTIVENES8B: The medical services deflator during the Nixon price
controls grew by about 2% less than 1n preceding periods. Medical
care spending growth during the freete was about 2.5% less than
earlier periods, and during Phase 2 ‘about 1% less.

h

e
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BUMMARY: 'Impose tenporary :mven&e surtaxes on ptoviders whose
revenue growth exceeds a target. |

DEBIGN: The tax could begin atf two cents on the dollar for

" revenues greater than a base, e.g., last year’s adjusted gross

revenue, as reported to the Internal Revenue Service. It would
rise linearly to 30 cents on the dollar for revenues greater than
115 percent of the base. Vhriations would include beginning the
tax above the base, raising it nore sharply as revenue increases
above the base, and giving ditferent tax schedules to different
classes of providers. Since the IRS collects revenue data from all
providers, including not-for-protit.hospitals, this approach could
be effective January 19%4. |

New providers, e.q., recently’graduated physicians, could be
given special schedules so that their base revenue is the average
revenue for new physicians in their specialty. Corporate mergers
could be taxed using the sum of the base revenues of the merged
entities. Other new physicians’ pnactices could simply be given a
base equal to the average revenue of their type of practice.

B8COPE: This approach,. with variations, could be applied to
hospitals, physicians, nursing homes, medical labs, and dentists.

ENFORCEMENT: Despite the extensive experience of the IRS, the
extent of compliance is uncertain,lbecause providers would try to
shelter revenue. Accounts receivable could be given to collection
agenc;es with understandings to undertake long-term investments.
Medical practices could be reorganized, and billings collected by
entities without visible connections to the practices. Medical
practices that own rental income could sell these assets to alluw
for greater tax free growth in nedical revenue.

Relatively low tax rates, carefully drafted legislation and
strict enforcement could increase compliance. 1In addition third
party payers could be required to report to the IRS sunnmaries of
payments made to particular providers.

EFFECTB: Unlike price controls, narginal revenue taxes would not
increase the volume and intensity of services. By causing
physicians to take more’ 1eisure,$ they may lead physicians to
cutback either patient loads or the intensity of service. Prices
may rise. A graduated revenue tax‘allows sone tlaxihility to all
providers.

i




( - * ALL PAYER RATE sz‘ll?rmc OPTION

Extend Medicare payment nethodology to all payers and set
_rates so that spending is controlled.

]
I.. Implementation Schedule L
. For 1994: ?

« . DHHS completes initial schedule modifications for
hospital inpatient, physicians

. DHHS uses Medicare data or limited private data to
calculate conversion tactors/standardised payment
amounts L

t

. DHHS establishes volume controls using Medicare as
a proxy ‘

. DHHS completeS'nedica;e software sdaptation

l:
. During first 6-9 months after enactment, insurers

adopt rates or contrakt with Medicare contractors
: For 1995: i
‘ . - DHHS will complete rates for hospital outpatient
services f
. More extensive privaté data for physician

conversion factors and volume standards/controls
will be available

. DHHS will refine datayto handle uncompensated care
and other hospital adjustments

. DHHS may include hospital outpatient services in
ratesetting, coveringlabout 75% of health spending

. DHHS will begin/consider development of a wider
variety of volume control mechanisms, including
medical group controls, bundled payments for some
ambulatory services, etc.

3

Il1. Administration and Monitoring %

. Regquires start-up costs foé both the federal governﬁent
and insurers, to & lesser ?agree for providers
. . Requires establishment of a national all-payer database
i which may be valuable for nthar purposes

I
i

i
i

d
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. " Requires continued data cbllection for updating prices,
enforcing volume standards, and accomodating potential
savings slippages S

I1I. Implications of All Payer Rate Setting

. Elow phase-in schedule limits scope of spending
controlled:

- Would cover only about 60-65% of total health care
spending during the‘first year. Could not
implement rates for outpatient hospital during

- first year.

- Volume controls would be limited to withholds and
for physician spending would have to be based on
Medicare experience as a proxy during first year.

. Negative conseguences mayuinhibit smooth transition to
managed competition: '
{
- Provider dislocation§
- Lock-in of current rgsource allocations in a way

inconsistent with mahaged competition

. Imposing structure could potentially smooth the
' transition to managed competition by:
|

- Continuing controls for fee for service sectors
- Standardizing servicé definitions for payers and
consumers 4
- Serving as a point of reference for the purchasing

cooperatives in rate‘negotiation‘
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Kay 1993

June-Aug. 1993
June-July 1983

~ October 1993

October 1693

Nov. 1993 to

¥arch 1§94

May-June 1994

For 1993
¥ay to

December 1993

Oct. 1953 teo
Sept. 16594

Dec, 1953 to

Aug., 1954

Fall 19§54

Jln; 1685

FTICTEL tv.edm miE Shva Avis Anw sue
i
LI LL 1 TE
For July 199¢ Implementation E
“April 1993 Complete detailod workpum for APRS, for
‘ hospital, phy:iclln, and other services
Begin dovelop:nq payment rates for pediatric,

OB-GYN, and p:evontativo services

Dovolopmental‘ t0 develop hospital and
physician convo:sxon factore

Modity xoaicare - software ‘packaqén to
accommodate changes for non-Nedicare :

| :
validate software, test 4in large Medicare
contractors |

Legislation enacted

Begin traininq private insurers in use of
software, payment rules (e.g., surgical global
packages, DRG! bundltng)

!

large 1n-urerl install conversion programs to
use Medicare adaptcd software

small 1naur£rn contract with Medicare

contractorn t? price claims

t
1

!
'

Developmental |  work to dwolop hospital
specific and phyucun area conversion factors

S

Inlurers uculd adopt converted software,
validate bctoro paying claims

Payment rates !or'hospital outpatient services

~ would be dovolopod and provided to insurers

Standardizod claims forms and structure for
data collection would be available to be
adopted by privatc insurers

:mplomentation of APRS tor'hoapital (1npat10nt
and outpatient), physician, lab, medicel
equipment, and anbulatory surge:y settings

i
.
\
!
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Health Insurance Premium nogulﬁtion as an Interim Measure

I. Why

II. What

|
Premiums are highly vzsxble. Consumers will gain
immediately and help enfnrce it;

Creates incentives to control costs without requiring
governmental m;cro-management;

Compatible with cap;tated payment systems;

Promotes move to managed?compétition (e.g., cost-~
effective provider networks, global budgets)

May be necessary to prevept oppcrtunzsm by some
insurers during transztzan

r
;
j

Set allowable rate of increas%;for:

IIT. How

L]

Primary State functions: I

Actual premiums for policies currently in force;

Average premium per covered life for each insurer in
states that have already 1np1emented small group
reforms; {
Premium equivalent (applxcable premium) for self~-
insured firms.

3

f
Maximal use of existing state regulatory resources;

For self-insured firms, use IRS authority to audit and

-enforce premium equzvalents filed pursuant to COBRA;

Supplement state departme?ts with federal resources
~=- People or technical as%istance in most states

-- Complete office in nin% relatively small states.
Certify compliance with target;

: |
Respond to consumer complaints;
i

!
i
i
!
|
i
1
|
i
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. ’ !
. Recommend hardship adjustments to the cap;
. Implement a credible random audit process;
. |
. Guarantee continuity of ?overage for currently insured.

Primary Federal functions: »t
. Retain ultimate authority and responsmbzl;ty for
premlum control program,{zncludxng setting the targets;

. Review state certifications of non-camplxance, choose
and apply penaltzes, 1nc1udlng. premium tax surcharges,
fines, corporate income tax surcharges, revoke the
right to self-insure; -

. Make final determinationé of hardship exemptions;
IV. Problems and Solutions |
|
Without consumer protections, this could INCREASE uninsured.

Therefore, for the currently insured, require limited market
reforms, including: guaranteed renewability, limited pre-
existing condition restrictions, no medical underwriting,
retroactive reinstatement, an?‘balanced billing limits.

’ i

Allow higher rates of increase to states who wanted greater
reform or to expand access quitker.

Mechanisms ' for insuring contznuxty of coverage for the
currently insured: ‘
|

. Markgt absorption; ;
. Guaranteed issue for curqently insured;

|
. Residual pools. -~ carrieﬂs of last resort, state high
risk pools, joint underwriting agreements.

i

V. Implementation Reguirements

. Pennsylvania regulates coverage for 12 million people
with a staff of 40. nbstlstates would need at least a
few more trained staff, and a Federal staff of at least
100-150 vould be required. Three months between the
passage of legislation and the start of the program
would be h;ghly deszrable.




increase Us‘e of Maneged Cere as arj Inteﬁm Cost Control Measure

This option focuses on increasing the usa of managed care in the public and private
'sectors and fostering graater competition among plans.

A. ' Private Sector Optuons ,i

I

Give employees in compames with muttiple plans greater incentive to
choose lower-cost prowders

For employers offering thanlr employess a choice of health care plans,
employers would pay a set dollar amount regardless of the cost of the
plan. The amount could be set at the lowsst-priced option, the highest-
priced option, or some arpount in between. Employees would be
allowed to take the difference between the employer contribution and
the price of the plan they[‘chose 8s additional wages or as tax-free
savings contributions. At Alcos, this led to an increase from 15 to 68
percent in the number of persons in lower cost plans. At Xerox, this
practice lowered rates of mcrease for gli plans because they were put
into price competition wrth each other. Larger employers without
multiple plans could be encouragad to offer muitiple options through tax
incentives. i
Give employees in small ﬂrms the option of cheosmg to join larger
Federa! or state pools. I
The Federal Employee’s Hea!th Benefits Plan or state employee’s health
plans could be opened to sman employers on & risk-adjusted basis.
Government plans offer a w;da selection of plans, group rates, and
reduced administrative costs. This would be coupled with a defined

- contribution requirement as(,for employers offering multiple plans.

Reduce the tax code bias toi'mrds excessive health spending
This could be accomplished ;fefther by imposing 8 limit on the amount of
employer-provided health benefits which may be deducted or sxcluded
from income. The cap should be set so that individuals choosing a low

cost plan receive the full w;t deduction and exclusion.

Remove barriers to manage(? care

Remove state laws that ltrr’m managed care plans’ ability to contain

costs, such as: |
® wifling providef tec;uirements

E




B.

Public

@ open pharmacy requirements
@ benefit mandates |
@ utilization review rqgtnchons
@ freedom of choice requirements
. @ restrictions on negotiating discounts with providers

implement mndardized perférmencelqua!ity msaswes«

Hospitals would be mqunred to report in a standardized, severity-

adjusted format the extent of veariation in physician practice patterns
{resource utilization, length o.f stay and charges per patient) and clinical
indicators of quality (mortality and morbidity rates, readmissions, and
rates of immunizations, C-sec'tsons, pap smears, stc.). Heaslth plans and
employers could then use these quality-cost comparisons to manage
hospital networks better. 1!

In Cincinnati, four large employers convinced all 14 of the city's
hospitals to submit such data' After a single year, the hospitals reduced
their average length of stay per patient by 0.6 days and their average
charges per patient by § parcent, for 8 one-year savings of $75 million.

Sector Options

i
(

Increase the use of managed care in Medicare

Medicare beneficiaries would'be offered an open annual enroliment in
qualifying area HMOs and the traditional Medicare fee-for-service plan.
HMOs would bid for the nght to serve the Medicare population and
would offer a more generous ’benef ts package than traditional fee-for-
service Medicare. Benofncuanes and fiscal intermediaries would be given
some of the savings from a move to lower-cost plans.

Alternatively, if the mtegratnlon of Medicare into the managed care
institutions is not to occur for soversl years, 8 Medicare PPO could be
established in each state. Benef” iciaries who joined the PPO would be
given some share of the savmgs, as well as additional benefits.

Require increased coinsuranca for Medigap policy-holders

Medigap coverage of Madxcare s cost sharing requirements has been
estimated to add 24 percent to Medicare’s costs because of induced
demand. Increased cost shanng would lower the burden of this induced
demand to the government and make Medicare HMOs more attractive
to beneficiaries. ;

Ty
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Remove barriers to use of managed care in Medicaid

|
Currently, ststes must receive HCFA and legisiative waivers in order to
use managed care eﬂectzvaly for their Medicaid populations. Those
restrictions, intended to ansure quality care, would be repealed and
replaced with quality, markennn and solvency standards.

1
|
|

i
-

!
|
{
i
1
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TO: chris Jennings ”

FROM: David Abernethy \<:::§ES;1\~_'

SUBJ.: Questions for tomorrow's meeting

&*****************#*******t****t***#*****'k***************t**f&***

b

1
Attached are the gquestions we discussed. The first set are from
the Chairman of the Subcommittee. I am enclosing the copies of
the questions from individual members so that you will be aware
of their concerns. Please call me if you have any guestions.
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Questi&ns
|

1. If a state fails to insure that health plans provide
coverage tc all low-income persons, will the Federal
governnent, by default, cover tha low~income population?

i

2. What short-term cost containment strategies are under
consideration? :
*  Will these options be adm;nlstered by the Federal
government or by states?

x Will there be a Federal program which would go inte
effect during the time prior to the development of any
state-adminictered option?

i

* Have you considered the effect on scorable savings of
Federal versus state administration of the cost
containment program?

|

3. What long-term cost containmeﬂt strategies are under
consideration?

* At wnat point would the sﬁort-term strategies give way
to the long-term strategiﬁs’
i
> What would be the mechanism for making the change from
the short-term to the 1onq~term?
* How will budgat limits, aﬂlocated to the States, and
ultimately to local health alliances (HIPCs), be

enforced? }
I

4. Under the proposed plan, the state would designate one or
more entities to serve as a health alliance (HIPC).

This health alliance will have unprecedented
responsibilitles, including: en‘orcement of budgets,
selecting and approving health plans, enforcing compliance
with insurance standards, risk adjustmenta, etc.

* °  Who will supervise the HIPCs? The states or the Federal
government?
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5. Other entities already exist aF the state and Federal level
to perform nost of these functions.

* What is the value of addan an additional bureacratic
layer to duplicate existinq programs?

6. What Medicare savings are expected to be included in the
package?

\
t

7. What w;ll ba the allowed rate of growth in health spendlng, ‘
once the national health budget is established? What is the
target percent of GDP for health by the year 20007

i
i
l
|

8. wWill states be required to establish HIPCs =-- even if they
opt for a single payer system? |

S. There is a history of fraud and abuse in loosely-organized
networks that cover 1ow-income]and Medicare beneficiaries.

* Does the plan envision creatlon of new types of
networks at the local 1eve1° Perhaps plans organized by
medical societies? Y

* Would these plans be licensed or quallfied under
existing state and Federal}laws?

\

% What will be done to protect vulnerable populations
fronm the kinds of fraud and abuse which have occured in

the past? N
|

10. How can we assure portability, if each State is permltted to
do QONethxng dlfferent?

i
1!

’fi

-
{
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TO: Trici& Neuman

FROM: Sean

RE: Mr. Cardin’s questions for Hillary Rodham Clinton

i
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In order of importance and likelihood ?f actually being asked:

1. Will states have the flaxibility to maintain existing cost

containment systems or develop new ones in addition to whatever is in
the President’s package? ;

2. wWill the federal: government provide the states with the

tools they need (ERISA, Medicare waivers, etc.) to implement these cost
containment measures? ‘

3. If states are going to be given budgets or budget targets,
how will baseline budgets be determined?

4. Will the President’s packgge propoese etrict controls on
the apportionment of graduate medical education slots in order to
address the current imbalance of generalist versus specialist doctors
per the recommendations of the Physici?n Payment Review Commission?

|
5. Will participation in purcha31ng cooperatives be mandatory
for businesses of a cartain size?
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Suestions for Health Reform Mesting -- April 14, 1993
. ]
Congressnan Sander Levin

1
!
3

1) At many Town Meetings people have said -~ one way or another
-= the experts say that §100 killion in health care spending
is now baing wvasted, so don’t tax me more until you get rig
or the waste and inefficiencies. Hov will reforms Ds
structured to signizicantly and/visibly reduce waste both in
the short and long term? H :

2) At a Roundtable meating we had yesterday in Michigan to talk
about the sclutions to our health care problems, a majority
of irterest groups were represented, and the points were
wade that aeaningful competition can only occur in the
presence of budgetary pressures, and our current problems
ars in sope ways the result of competition operating without
any financial constraints. Now!will the transitional system
place limits en docter, hospital and pharmaceutical spending
to produce cos: controls iz the short ternm and promote
coupetitien overall? r

1

EEDERAL ~ ETRIE ROLES: L
1) Assuning substantial state flexibility, how will it be
. asgured that a state does not ltﬁ‘ﬂpt to "gams' the system,
by lenenting strategies which allow lower cost health
Ponefits to youngsr workers as & mechanimm for attrasting
aev dDusinesses to their state? L ' :

2) At our Roundtable yesterday, there was a great dsal of
discussion about prevention and health education =
especislly focusing on preventable bshaviors such as drug
shuse, smoking, and violence. Eov will the responsibility
for inoreasing Rhealtd education generally be determined?
wiil it de primarily & Pedexal ef a state funoction?

3) Assuning substantial state £lexi§£11ty, how will
accountability for the areas of quality, sccess, pscessery
data collection, and Zeguired service uniformity be assured?

1
|
{
i

WECYOLED PAPYR ‘
[
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_QUESTIONS FOR MEETING
WITH MRS. CLINTON
' APRIL 14, 1993

1. Assuming a global budget will the global budget apply to
all providers and all insurance markets, including secondary
insuvance markets and self-insurers autside the BEIPCs? If not,

how will cost-shifting and eacalation to the non-regulated markat
be controlled? :

2. What is the extent of the stateé’ responsibility for staying
within budget and how is it enforced?

3. Has a goal been established forra specific numerical
reduction in administrative, expense and what are the mechanisms
for reduction in administrative expense?

|
4., Since copayments are a utilization control mechanism to
‘achieve cost-containment, how will' they be structured to avoid
creating administrative expense andwqomplexity?

o
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LEGISLATIVE UPDATE

Congressman Stokes recently introduced legislation, H. J Res. 136, designating April 1993 as
National African American Health Awareness Month/ The Resolution recognizes the need for
nationa! attention to the serious health problems whxch] impact the African American
community in particular. ~ As outlined in the 1985 Report of the Secretary’s Task Force on
Black and Minority Health, minorities are not equitable beneficiaries from advances in the
medical arena. The report concluded that minorities suffer nearly 60,000 deaths annually.
That figure has now skyrocketed to approximately 75,000 deaths “each year.

-The Stokes’ Resolution finds historical precedent in a |previous effort by Booker T.
Washington.  In 1915, Washington instituted the observance of "National Negro Health Week".
This initiative was a response to the then health carel crisis of African Americans and became .
precedent for a nationwide commemorative.  Under the direction. of the U.S. Public Health
Service, from 1932 through 1950, "National Negro Health Week®" was observed during the first-
week of April.  House Joint Resolution 136 adopts the month of April in recognition of this
observance. The measure is pending consideration byl the House Committee on Post Office
and Civil Service. o

In addition, the Department of Health and Human Se}viccs has selected the National
Medical Association to lead its_initiative in bringing this problem to the forefront. The
National Medical Association will lead health and civic organizations across the United . States
in hecalth promotion and disease prevention efforts that address this serious issue.

i
RO K L

Both the House and Senate have acted favorably on the National Institutes of Health
Reauthorization Act. This bill was quickly brought back for consideration after being vetoed

last year by President Bush. The NIH bill reauthorizes several of the research institutes at
NIH "and establishes other authorities under NIH. The bill mcorpomtcs several provisions
that Congressman Stokes offered in legislation during last year’s deliberations on NIH and
efforts he has formulated through his work on the Appropriations Committee.  These
initiatives focus on minority health and minority biomedical research concerns at NIH.

Specifically, the NIH bill requires that minorities and lwomen be included as subjects in NIH-
funded research projects except in special circumstances. This would be in situations where
it would be inappropriate to the purpose of the research where it could put the participants
at-risk; and where it is determined to bc mappmpnatc under the circumstances specxﬁed by
the Duector of NIH.

|

The legislation also provides for the establishment of |a scholarship and loan repayment

program to address the continued under-representation of individuals from disadvantaged

backgrounds pursuing careers in biomedical research and in mid-level and senior scientific

and administrative positions at NIH. Such a program allows NIH to enhance it ability to

recruit and retain scientists and administrators while mcreasmg their representation of
individuals from disadvantaged backgrounds within their professional force.

A key provision of the NIH measure is the stzttumryI authorization of the Office of Research

. on Minority Programs which has been in existence since 1990. The NIH bill would allow this
program to carry out a coordinated and strategic plan to_implement NIH’s minority health
initiative. ~ Through this office, NIH can work to mect its goals of improving health in
minority communities and attracting minorities into careers of medicine and research.

Congressman Stokes was the catalyst behind the creation of this office in 1990.

The NIH Reauthorization Act is awaiting House and Senate conference action.




