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~he Honorable ijillary Rodham Clinton 
,I
l-. 
,

Pirst 	Lady 1 

The White House 

W&shinqton, D.C. 20S00 


Dear MrS. Clinton: . •... .j~' • 

Thank you for takinq time fram your extremely busy schedule 
to meet with us on the issue of health :care reform. ' The task 
before \15 i.s an enormous one, &nd we appreo-iate your·
attentiveness to our concerns about the' impact of suoh reform on 
women. 	 ., 

OUr current health c~re system l oiiginally designed to 
provide insurance protection for emploYAd men, and only QXpand&d
in patchwork faShion to address the needs of women and. children,
has lonq hAAn inadequate. We must now build the foundation of a 
health cara SYAt~ that focuses on prQventicn and health 
lII.it.intenan(!e, not :,-UBt. 'on the 'treatment 'of illness and injury. A 
cornerstone or that foundation must be access to comprehensive
rQproduct1vG bea2~h serv1ee~, inelud1nq f~ily planning and . 
abortion services. ' 

Reproduct!ve bealtll care is an eBB:ent1al component of 
primary 'care for women. For many woman', partic~larlY the 
uninsured and the undariDuure4, reproductive health care has been 
tne1r only po1nt of entry into the hea1th care system as a. whole. 
It is critical that nationa.l health ~are refo:r:ln .recognizes the 
importance of these sorvicesl arid ensures tha~ all woman have 
access a~d ooverage for than. 

In ad<!litiori~ under a national health care plan, all women 
must be guaranteed the right to make r&procuctive health care 
ehoices, including abortion, with their!' physicians free of 
~ov~~ne intrusion. 

we wero eleeted to the Senate with a clear mandate for 
change. Health'cs.re reform a.nc1·protec~lnq the ri9'ht of everyC' ", 

I' ..... 

'. 	
women t.o make her own-reproductive choices are top priorities for 
us and OU:C constituents. We urqe you t!o ineluda eove:l:age of 
abortion services 1n the comprehensive henefits package which the 
task force 18 now for.mulatinq. we stand ready to help you and 
the president achieve this qoal. 

Sincerely, 
,J 

, 
BARBARA BOXER 	 DIANNE FEINSTEIN 
u. S _, Sanator 	 U.s. senator 

http:Health'cs.re
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UMDNJ, New Jersey's University of thb Health Sciences 
University Hospital I; 

Medical Director & Associate Dean for 1 50 Bergen Street 
Clinical Affairs·University Hospital University Heights 
Phone: (201) 982·3665 Newark, NJ 07103·2406 

April 8, 1993 I 

Ira Magaziner, Ph.D. 
Senior Advisor Policy Development 
Old Executive Office Bldg, Room 122 
Washington, DG:; 20500 

Re: Health Care Reform and the National Puerto Rican Coalition 
I 

Dear Dr. Magaziner: I: 

I 
The National Puerto Rican Coalition (NPRC) recognizes t~e 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, th1at in our overzealousness to "sell reform," 

I 

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 di~tribution of health care personnel. ., . 

;. 
I' 

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 assis~ants, nurses, and allied health personnel; 
and we will need them in different locations. These adjLlstments 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 redLce treatment needs and costs. However, 
these effects will occur only in the long term. I: 

I 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 thl: days ahead. 

Sincerely, I 
()". I 

~ Ii 

Eric Munoz, M.D., M~B.A., F.A.C.S. 
I, 
II 
I,cc: Congressional Hispanic Caucus 

I: 

'.
I 

r 
The University is an affirmative ,action/equal iopportunity employer 

. I" 
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NPRC 
I 

I' 

I 
I 

I 
I 

Statement 1of 
I, 

The National Puerto Rican Coalition 
~ .. 

on r 
/, 
I 

ASSURING ACCESS TO QUALITY HEALTH CARE 
FOR PUERTO iRICAN 

I 
I 
I 
I 

I 
I 

Presented /,to 
I 

The President's Health Care Task Force I ~ .. 
I 

by I 
Eric MUfic~z 

Chairman, Public Policy Committee 
I' 
i 
I 

_National Puerto Rican Coalition 
'---Iv--'--I~-----"--'- 1700 K Stre~t, N.W. 

r/ 'r C 'sr A 0 Suite 500 
v (v .> v ~ -.;. Washington, D.'C. 200061 ( 

--r' /'
~crc <-'--{ I 

i April 6, 1;993 [dv h", (~v-1- ~ i 
I 1 

I 




·" 

Munoz1 
I, 

PUERTO RICAN HEALTH CARE' POLICY AND AGENDA 
I 

I 


i, 


INTRODUC1"ION I, 

I 
I 

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 sqcioeconomic groups, or with language 
barriers face severe disadvantages to adequate medical care. Puerto Ricans are 
probably the single most disenfranchised group In the United States vis-a-vis health 
and human services. Ii 

i 
I 

ACCESS TO HEALTH CARE SERVICES AND MEDICAL CARE 

The single greatest health care ChailengJ facing the Puerto Rican community in 
America is IIreasonable" access to health care s~rvices. Despite a number of past and 
current programs by federal and state governme~t as well as industry, there is a growing 
cohort of Puerto Ricans who lack any access tp many basic health care and human 
services. This is manifested, in part, by "excessll 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, ~epresents 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 ihcreasingly 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. " 

Physician Services 
i, 

A growing number of Puerto Ricans have Ii:mited availability for physician services. 
Throughout the last two decades a number ofl programs have targeted strategies at 
improving physician services for Puerto Ricans; Unfortunately, these programs have had 
only limited success for a variety of reasons. I' 

New strategies are needed to impact the gr,owing physician shortage in urban and 
rural Puerto Rican areas. Despite an increaser in aggregate physician supply in the 
United States to 650,000 in 1990, the number lot physicians working in underserved 
Puerto Rican areas remains remarkably low. I 
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Hospital Care 

Aggregate spending on hospital inpatient pare has increased dramatically during 
the last two decad~s. Puerto Ricans, however, ~ave not enjoyed a full return on these 
expenditures. Hospitals have been only marginally successful at redirecting some of the 
large inpatient funding stream into programs de~igned at ambulatory and/or community 
based health care delivery. The majority of aqute hospital inpatient care for Puerto 
Ricans are for emergency generated admissions to the hospital. 

IAmbulatorv Services 
" 

Most worrisome for Puerto Ricans is thelcontinued decline in the availability of 
"user friendly" ambulatory health care services wml'iCh 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 inpatient admissions for Puerto Ricans. 

I 
Rapid expansion of ambulatory health services is needed. There are a number 

of strategies which may accomplish this goal. U,~ing managed care models, redirecting 
and retraining groups of physician extenders and nurse practitioners into Puerto Rican 
areas could be effective. Significant fiscal incenti~es are needed to encourage outpatient 
,health care delivery and to download certain s~rvices from the hospital based setting. 

Quality of Health Services and Medical Carel 
I: 

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

I 

The me~ging of quality of care data anb health outcomes research should be 
valuable in tracking changes in health care deiivery \and quality or outcome. Data to 
measure such criteria should be developed for IPuerto Ricans as well as other Hispanic 

• • I
communities. 

Cost of Medical Care 
I: 

Aggregate costs of medical care continu~ 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 i~creasing health care bill and the lack of 
successful cost containment has had two serious effects on Puerto Ricans. 

I 
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Medical out-of-pocket expenditures for P~erto Ricans have increased relative to 
family income and have had a greater impact Oh Puerto Ricans compared to the non­
Hispanic population at large. This is due to low~r family incomes for Puerto Ricans (on 
average). A second significant impact of this Imedical cost inflation is reflected in a 
decrease in relative program dollars, for those t~ supported programs, which have not 
kept pace with demand. Significant fiscal incentives are needed to encourage outpatient 
care delivery, and download certain services frdm the hospital based setting. 

I 

Thus, the impact of spiralling health ca~e costs have been doubly serious for 
Puerto Ricans. i

I 

I; 

AIDS and Drug Abuse 	 I 

I 


In the midst of this health care delivery strain for Puerto Ricans, comes a lethal 
and costly disease, AIDS. Data suggests that AI.DS 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 sub~tance abusers, but also for women and 
the children. This presents a challenge to the ?urrent health care delivery system. 

I 
I 

Drug abuse continues to trouble many [Puerto Rican communities. Targeted 
resources will be needed for AIDS prevention, education and treatment for Puerto 
Ricans. New programs deSigned to halt the ~pread of drug abuse which utilize the 
resources of churches, schools and the private! sector are necessary. 

Health Manpower 

A new direction in health care policy is eSsential in addressing health manpower 
needs for Puerto Ricans. Certain traditional h'ealth manpower programs of the past 
could perhaps be revisited: for example, student loan programs and give-back . 
arrangements for physicians working in und~rserved Puerto Ricans areas. More 
importantly, given population increases, new strategies to meet access for health care 
needs for Puerto Ricans are vital. . 

I 

The most promising of these new strat~ies for the United States would be to 
develop a large "nurse practitioner corp. II This ~trategy would utilize an existing cohort 
of culturally sensitive nurses, perhaps 50,000 of the 1.6 million nurses, who would be 

I 

retrained and directed as "nurse practitionersll ,into underserved Puerto Rican locales. 
This strategy would require the implementa~ion of programs to train, empower, 

, 	 supervise, and finance this labor pool, which would have political and organizational 
implications. II 

I 
I 
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Conclusions 
: 

The problem concerning Puerto Rican he£lth 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, ~ well as, spiralling health care costs 
are very important issues for Puerto Ricans. The ~oordjnation 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 population are essential. Health manpower 
requirements for Puerto Rican underserved are+ require immediate attention. 

The Federal Government, specifically thb Department of Health and Human 
Services, should target strategies to address ~ach 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 
I 
, 

I, 

Issue: 	 AIDS in the Puerto Rican commun~ty is most often caused by the use of 
contaminated needles or through sexual contact with IV drug users. , 

Facts: 
• 	 Heterosexual IV drug use~ account for 40% of Hispanic AIDS 

cases. 	 In Puerto Rico this fi1gure stands at 58%. 
I , 

• 	 In New York City, where the tnajority of Hispanics are Puerto Rican, 
60% of Hispanic women contracted AIDS through drug injection. 
compared to 31 % who were infected through sexual intercourse. 

i 

• 	 Within the Puerto Rican population of New York city, 54% of 
Hispanic men contracted AlpS through IV drug use, compared to 
36% of men who were infec~ed through homosexual contact. 

I' 
I' 

, Issue: Substance abuse cases are growing within Hispanic communities at an 
increasing rate. 

Facts: 

• 	 The number of Hispanics a~ed 12 and over who had used illegal 
drugs between 1985 and 19~8 increased by 1.1. million.1, 

.'
• Cocaine use by Hispanics gj~ew by 4% between 1985' and 1988 . 

I' 

Forty-one percent of Hispa~ic IV drug users have never been in 
treatment.' 	 !' 

1National Institute on Drug Abuse. NIDA Capsule, March 1990 
I' 
I, 
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Ryan White Act (32): Fully fund HIV/AIOS pre~ention efforts under the Ryan White 
Act by Increasing 1993 grants by $200 million. 

I 
I 

• 	 More federal spending on Albs prevention, treatment, and research 
that targets Puerto Rican IV~drug users, and sexual partners of IV-
drug users. r' 

I 
• 	 Increased financial suppo~ for the Ryan White AIDS legislation 

which provides emergency ~sistance to the 16 cities hardest hit by 
AIDS - seven of these cities have large Puerto Rican concentrations: 
New York, Chicago, Philad~lphia, Boston, Newark and Jersey city, 
and San Juan. The legisl~tion also provides "early interventionll 

drugs to slow the spread of AIDS in HIV-infected people. 
I 

• 	 Increased spending is needed for AIDS prevention on. the island of 
Puerto Rico. although Pu~rto 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 t6 leave and find appropriate care in the 

I 

United States. r 

Substance Abuse Prevention and Treatmeni (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 pe6ple in 1994 with outlays of $800 million 
in 1997 and $1.5 billion over four years. i­

• 	 Further spending needs to be channeled to community-based 
organizations (CBOs) to implement AIDS prevention and substance 
abuse treatment programsi CBOs can also become more involved 
in testing' people for HIV infection in addition to providing 
counseling. I 

Other Comments: 

• 	 Medicaid guidelines in Pu~rto 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. 

I 

I. 
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Issue: 

Facts: 

Issue: 

Facts: 

Issue: 

Facts: 

I, 

i 
HEALTH ISSUE AND FrACT SHEET 

, 

HEALTH; 

r 
Puerto Ricans are more likely to visit a hospital emergency room for basic 
medical care than other Hispanics.1 

• 	 Almost five percent of Puerto Ricans use the hospital emergency 
room for basic medical care, compared to 0.8% of Mexican­
Americans and 0.2% of cUbian-Americans. 

• 	 During the period from 1985 to 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 vi$its per person). 

I 

I 
Among Hispanics, Puerto Rican mothers have the highest infant mortality 

1 

rate and are more likely to give birth to underweight babies. 

I 

• 	
!' 

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

• 	 I 

population. 	 I 

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

I . 

Puerto Ricans have less private h~alth insurance than African-Americans 
or non-Hispanic Whites. i 

I, 

• 	 Between 1983. and 1986, ohlY 50% of ·Puerto Ricans had private 
health insurance compared ito 81.5% of non-Hispanic Whites and 
57.6% of African-Americans.!' 
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I 

Issue: Between 1983 and 1986, a greater num~er of Puerto Ricans lacked health insurance. 

LFacts: 
1• 	 Twenty-one percent of Puerto Ricans were uninsured, compared to 12% of non-

Hispanic Whites. 	 I 

I

I: 

Childhood Immunizations (31): An increase in childhood vaccinations to immunize one million 
children during the summer of 1993, ihrough an a~ard of $300 million to support a community­
based effort to finance vaccine purchases, education, and outreach campaigns. 

I 
1 

• 	 Expand federal support to includ~ community-based organizations which have 
been able to provide the Pu~rto Rican community with information on 
immunization, preventive, and pr~natal 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. 1 

Head Start Related Medicaid (58): Fund new entrant,s in the Medicaid program resulting from Head 
Start expansion; costing $116 million in 1997, and $275 million over four years. 

Other Comments: I 
• 	 A fair Medicaid reimbursement policy must be pursued. Many physicians have 

refused to care for Medicaid clients because of lower state reimbursement rates, 
thereby, overburdening the emergency room capabilities of inner city hospitals. 

1 

! 

• 	 Support must be given for hospitals and clinics with staff who understand the 
distinctiveness of the Puerto Ricah community and who ar culturally sensitive to 
Puerto Rican issues, such as kin~hip and family. 

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


I' 

• 	 Assistance must be provided to m~i1ority-owned small businesses who wish to ban 

together to form larger health purchasing groups. This plan must also base 
employer insurance ratings on acommunity-based rather than an experience-
based rating system. I 

• 	 Increased Medicaid benefits pro~ided 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 iSlapd deal with its health care crisis. 

I' 
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I 

MEMORANDUM I


I 
,; 
I 

TO: Judy, Ira, Chris 

FROM: Karen 
 r
RE: notes on House Leadership staff meetings 

DATE: April 9, 1993 
 Ii 

I thought it might be helpful tb you, and perhaps to the 
drafting committee, to summarize my notes from our meetings so 
far with' the House Leadership staff. i: Specific information' 
promis~d to staff is noted in indel)~,ed, bold type. 

. ,I: , 
I ­

I 

APRIL 6 MEETING 

Benefit design 

staff asked for and'was promised they would receive more 
information on the distributioni' of existing health insurance 
benefit packages and on the pre~ium associated with each. 

r 
Employer participation in HIPCs I, 

i 

Several staff raised concerns ~bout the implications for 
adverse selection and for cost-cont~inment of permitting large, 
self-insured plans to remain outside- of the HIPC. David 
Abernethy suggested it would be sma~ter politically to draft the 
bill with large employers in the Hntc, leaving to them to make 
the case why they should be left outL David also reflected his 
strong view, and that of certain wa~'s and Means members, of doing 
away with employer self insurance aJ;:together. 

I" 
On the question of permitting ~mployees of self insured 

plans to participate in the HIPC, Kcl.'ren Nelson raised the issue 
of minimum participation standards ~n the employer plan. She ­
also noted the critical importance of setting strict standards 
for the employee opt out in order t4 avoid selection problems. 
The tendency would be for self insulfed employers to "encourage" 
their sicker employees to take advantage of the HIPC coverage 
while retaining their healthier wor~ers in the self,insured plan. 

Ira asked the group to give sole thought to the political 
implications of a premium-based, vsJ' payroll tax-based system. 

I: 

Treatment of low-income persons ./: 

In response to Ira's suggestioJ:l that HIPCs will face some 
requirement to help establish or sttengthen provider networks in 

"I; 
I: 



I' 

, . I: 
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underserved areas, Mike Hash noted t:bat concerns could arise in 
low income communities that "outside'r" plans are taking over 
their clinics and delivery systems. i He urged awareness of the 
politics of "community sensitive" pr;oviders. Karen Nelson agreed 
with the theory of encouraging comm~ity sensitive providers, 
though noted that experience has fal:len short of the theory. Ira 
noted ,that' redundant protections muSt" be included in the bill. 
HIPCS must, steer funding into unders1erved communities to support 
network development. In addition,AHPs must be required to 
participate with providers (and/or 'p,iace their own network . 
providers) in underserved areas. ot;her incent,ives and 
protections may need to be built into the reform bill, as well. 
The group agreed to think about a b~ending of approaches. 

:1 

David Abernethy asked how the dealth plan differs from 
proposals to give the poor "voucherS:" with which to purchase 
private coverage. He noted that terminology will be crucial 
here to avoid defections from ,l,ibera.'ls, in particular. He also 
stressed the need to layout in strilct detail what will happen to 
low income persons in private secto~; plans. His specific 
concerns include: (i) how can we avoid IMC-type mills in the . 
future? (ii) how will a community tiealth center/community 
sensitive provider network infrastru~ture be built up? (iii) 
will we pay 'insurance companies a P~Ofit to cover the poor? 
(David noted this would be especiall,¥ problematic.) 

I 

j:
Cost of fee for service plans I: 

Karen Nelson inquired'about thJ· cost of subsidizing lpw 
income persons who select the fee f~r service insurance option. 
Ira suggested the cost of this (presumabty most expensive) plan 
might be brought more in line with lower cost plans through 
imposition of premium bands. For e~ample, the highest cost plan 
might be limited to 125% of the low~~t cost plan. Ira also 
suggested that one risk adjuster app.~ied to plan premiums might 
take into account the percentage of lenrollees with low-income 
subsidies. : 

I, . 
Community rating Medicaid disabled enrollees 

I: 
Ira raised the possibility of dommunity rating coverage for 

these individuals, thus shifting mudh of their cost onto the 
private sector~, I" . ' 

staff requested and was promised additional information on 
this proposal, including its impact on private sector 
insurance premiums (particularly those paid by small 
employers. ) IIi 
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Ira noted that, in general, the reform bill's approach to 
community rating could swamp the impact of mandates 'and payroll 
taxes on small employers. More disc~ssion on the timing and 
approach to community rating was inv[ted for future meetings. 

!; 
Employer mandates 

Ira invited a future, frank dis&ussion of the politics of 
employer mandates. In particular, h~ noted the division of 
winners and losers among employers and asked for political 
insights on which groups should be p~otected. 

• . I. i . . The 1ssue of employers now prov1d ng coverage 1n excess of 
the basic benefit standard was raised. Should we permit these 
employers to continue offering addit~onal coverage? Should 
require a maintenance of existing eftort? The same questions 
apply to those employers who now payl: 100 percent of the premium 
for their workers' coverage. It 

I 
I: 
l'APRIL 8 MEETING 
ii 

Global budgets 

Ira described budgets expressed in terms of a weighted 
average premium of all health plans covering basic benefits. 
Each year's budget would provide forra percentage increase in 
thi.s weighted average premium over the prior year's weighted 
average premium. Budgets might be ertforced annually, with over 
spending recouped retroactively, on bn a two-year rolling 
average, with the over spending trig~ering an adjustment in the 
following year I s spending. I. 

States would have a range of oP~ions for· staying within the 
budget. For exmple, they might tax high cost plans to subsidize 
low cost plans. They' might impose r~te setting on providers. 
etc. states might be provided a band, or margin of error, for' 
permitted spending in excess of the pudget~ However, states 
would be responsible for covering such excess spending 
(presumably, though raising revenuesi.• ) Excess spending above the 
band would not be permitted by the fl~deral government. 

Phyllis Borzi asked whether sta~es would be authorized to 
tax ERISA plans in the event the sta:te budget is exceeded. 

, I 

Karen Ne~son asked about establlishing the base year for 
global budgets. Ira noted the optio'hs include (i) applying 
existing Medicare geographic adjuste:rs to a national average 

I. 
,. 
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budgeted amount, (ii) determining the actuarial cost of providing 
basic benefits in each state, according to that state's 
demographic characteristics and utilization patterns .. . . l: 

, 
David Abernethy raised many technical concerns about the 

operation of state-based budgets. Fbr example, how is migration
• I.

between states taken ~nto account? How does a state count a 
person who lives in one state and wo~ks for'an employer· 
purchasing coverage in another? Wha;t about two earner families 
with jobs in two or more states? Hell noted these technical 
concerns could threten the accuracy bf the base year, as well as

• .• I 
account~ng for spend~ng in future years.

I 
I: 

"Banding" health plan premium with~nl! a HIPe 
I, 

Karen Nelson noted the potential;!. for high cost plans to 
pressure the HIpc to sqUeeze savingsi' out of lower cost plans in 
order for the weighted average premiUm to remain within the 
budget. IRA restated his idea of "tianding" plan premiums so 
limit the variation in cost. He ela:borated that bands might be 
applied around like' plans (eg, a ban~d around all HMOs, another 
around 'PPOs, a third around indemnity plans.) 

Balance billing 

Tricia Neuman asked about balaqce billing. Ira suggested 
the options include banning extra b~'lling or limiting it to a 
small percentage, above the plan's p~ovider payment, similar to 
Medicare's balance billing limit. David Abernethy asked ifI . ..
balance billing expenses would be iqcluded in the global budget. 
Ira thought they would. 

Scored savings 

Andi King inquired about "scorable" savings and eBC 
estimates. David Abernethy noted tItat for savings to be 
scorable, eBO first requires that the savings targets be 
specified in law. The law must further specify in stepwise 
fashion how the global budget will ~ranslate into state targets, 
into regional and/or'per capita sperlding, and finally into 
premium amounts. The law also should specify that any provider 
negotiations over fees will focus ort the RVUs, not the conversion . Ifactor.' . I . 

. i 
D.avid thought the structure for provider payments, and 

I • .
hospital payments in particular, also would be ~mportant to eBO 
in determining scorable savings. A~e provider fee schedules 

I 
I 
I' 
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consistent with the budget available'for plans to use? imposed 
by st~tes on plans? 

- I'
He also stressed that the strucjture of the budgeting system 

as it relates to non-managed care plans must be carefully . 
specified. CBO needs to see that so~e defined entity has the 
responsibility and the capacity to d:mtrol resource· use by plans.. . /' . . . Dav1d. also noted the 1mportance of spec1fY1ng what steps an 
entity would take when a health plan!: appears to be bumping up 
against the budgeted limit. CBO nee1ds to see that, over time, 
those plans unable to control costs will be excluded. David. 
summarized by suggesting that loosel:y managed fee for service 
plans must operate within a defined :structure that drives 
payments, especially hospital payme1ts, for savings to occur. 

. .,
Ira noted that while this entity must be defined in law to. 

meet certain federal criteria, it nevertheless must be permitted 
, •• I'. tto vary 1n 1ts appearance and operat1on.. For example, 1n some 

communities, the medical society might 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. 

I: 
I: 

Treatment of Medicare 

Ira,noted that several options .are under consideration. One 
would be to add prescription drugs ~nd/or other benefit 
enhancements to the Medicare progra~ and then leave it alone. 
Another option would be to require seniors to declare the name of 
their primary care physician to the i;HIPC when they go there to 
purchase medigap coverage. There was 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 gatekeeper I·concept. Ira noted they then 
might be more willing to purchase a :medigap option that employs . 
the gatekeeper feature to manage utilization and costs. Tricia 
and Andi raised a concern that the purchase of managed care 
medigap through the HIPC might interrupt seniors' insurance 
coverage or established relationships with physicians. This 
would be especially true for senior$ with several regular 
physicians, each of whom participated in a different medigap
plan. ' . . I 

, 

Several staff pointed out that i: CBO will not score Medicare. 
savings if seniors remain in fee for service coyerage. Ira 
agreed and reiterated. the importanc~ of short t'erm.cost controls 
applied to Medicare. ! . 

David asked whether the glObali· budget would apply to 
Medicare. Ira responded that it wo~ld, but noted his expectation 



.. \ 
Ii 
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that, over time, Medicare WOUld-::lyl:less on a price-directed 
approach to cost control. He predicted that physicians who 
participate in successful accountabl~:health plans would 
experience a gradual widening of the difference in Medicare and 
private plan payments. Ira suggestedi: this tension, over time, 
would move physicians to more responsible behavior in controlling 
unnecessary services under Medicare. t ' ,: 

I 

David'responded that CBO would n~ed to see specific price 
controls applied to Medicare in order ito score Medicare savings. 
He further suggested that the terms "short term" and "long term" 

. I . • •
be obscured. If CBO reads the law to ;requ1re cost controls 1n 
Medicare over the short term, alone, t~ey will not score outyear 
savings. Mike Woo disagreed and urgedj' that short term cost 
controls had to be clearly designed aSleither transitional or 
permanent. i 

I 

David suggested the application of
\. 

short term cost controls 
for Medicare over a 5-year period, during which time a national 

• • , t, ' comm1SS1on would make recommendat1ons on the long run treatment 
of Medicare. \ 

\ 

Next meetings . \'. 

The group agreed to continue discu$sion on treatment of 
Medicare. They also want to discuss a~inistrative 
simplification. Ques~ions were raised ~bout the feasibility of 
cutting administrative costs under a reform strategy with many. 
compet~ng health plans.· "\ 

\ 
I 
i', 
I 
I, 

\' 
i' 
I:, . 

\ 
I' r 
I. 

I, 
\ 
\: 
I! 
I, 

\ 
I'
I 
t, 
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THE WHITE HOUSE 
I 

WASHINGTON 

'April 12" 1Q93 

, 	MEMORANDUM FOR ALEXIS HERMAN 

SUBJECT: Health Political/Policy 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 health Icare package •. One of the 
dilemmas to resolve is, given the divisiveness in the corporate 
world of this issue, how do we enlist thlt;! maximum amount of 
business support for the plan. We woul& like you to lead this 
team. Our ~sswnp~~9.n;,:,g.9~n~{_,~,~:;;~~~ha~<, t~, w~11 be _diffi~'y;l,r ,.t.o _ _:''''''_ 
attract bus1ness association support.", ,SOl: we "wi'! I , 'ha,ve_ :t:O,_..~1gn,,:up-,"
individual CEOs and small business 'ownt;!r,s. " " 	 . 

I 	 .
I plan to be involved in coordinating th~ work of all three teams 

and plan to assist all of them in their work. I would recommend 

the fbI lowing additional people to be a part of this team: 


I
Amy Zisook 	 Nancy Rupin 

-	 Caren wilcox .' - John Edgell (from Commerce) 
-	 Chris Jennings or Steve Ricchettii: 

• • - j .. 

-	 someone from the commun1cat10ns dfpartment 

. 	 .' . I,' . 
"As w1th the econom1C package, we should get Mack McLarty and Bob 
Rubin personally involved in recruiting ~usiness support, and we 
should calIon our friends outside the administration with good 
business contacts (Anne'Wexford, Vernon ~otdan, Michael Berman, 
Laticia Chambers, etc.) to help us in this effort as well. 

" 




I 

'. 

Major 
I' 
I . 

need to brief you more thoroughly onlthe major issues involved, 

but I would identify the following as the most fundamental issues 

relating to the business conununity. I.' , . 

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

is the financing issue, which translat~s in great part into 

whether businesses will be paying more lior le,ss for health care 

costs in, the' future. (Obviously, the I\COSt ',control features of 

the plan are important to them as well,: but I think we've done a 

good job of convincing the business wor1ld on that part of our 1.IOf. 

package.) A VAT would be very popular fith business because it i 

would shift costs from business to the fJeneral taxbase. However~uJ'J""L, 

our polling indicates that a VAT large enough to pay for our /,.....J/\ 

health care package would not be readily accepted by the public. ~~~# 


I 
In general, regressive taxes would be shpported by business. 

However, consumer groups, labor unions, I: and the general public 

are not likely to go along (although un~ons have said they will 

sign on to a VAT under some conditions.) 


, . . r .
2. Mandates. A related 1ssue 1S mandates. Small bUS1ness 

associations generally hate the idea of business mandates for 

health care. Our plan, since it'stickswith an employer based 

system, does have mandates in it. .' 


We will never get NFIB or the RestauranJ Association to sign on~o 

our plan because of their ideological h~'tred of mandates ,.. so the 

question is what policy incentives for $mall business do we need 

to build into the plan to attract some dthersignificant small 

business support. r 


3. opt outs. The question here is whether every business needs 
to be part of the health insurance purch~sing cooperative (HIPC), 
or whether businesses above a certain si~e (say 500) can retain 
the right to self insure. While some businesses (mostly in more 
mature industries) don't care about thislissue, many care a great 
deal. Single payer groups ,and labor uni¢ns,on the other hand, 
argue strongly against allowing anyone to opt out because of 
their fears of ~ two tier health system. I Our message people also 
believe that any suggestion of a two tier system is disasterous "., 
for gaining broad public support., . \: 

, Ira believes we can create a middle grouJd that cansatis~y most 
of the people on both sides of this issu~. such a policy would 
conununity rate self-insurance plans, mandate that they provide 
all the same benefits, and allow, employe~s to pick a plan in;the 
HIPC if they prefer. Other options might include forcing· 
companies to offer multiple plans, to emp]IPyees, and allowing nOl1­
employees of that company to buy into, the, 'company's plan. 



-. 


I; 

Ira is convincing in his argument that this kind of approach 
would ~olve our problem here" but it 1s c6mplicated and needs 
continued work. . \: . 

4. Community Rating. our'plan has cbmmunity rating as a 
fundamental part of our package. This 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 6ne of the reasons t~is package is so divi~ive 
in the business community. !! 

As with any general concept, there arlsome important nuances to 
be worked out. The chamber and some bther businesses argue 
strongly, for example, tha.t themedic~'re population should not be 
thrown into the rating mix with the g~rieral population. Issues 
like this will need to be thought th~~ugh for their political
ramifications. ' 

Summary 
I' 

I would recommend that the working grOlpbegin meeting this week. 
• _... • I,

I th1nk the f1rst meet1ng should be w1th Ira Magaziner so he can' 
guide us as to where we are right now pn some of these key policy 
matters. Thank you for your help on tbis urgently important part 
of the health care outreach plan. 

l

I
I 
r 



THE WHITE HOUSE 

WASHINGTON 

'April 12, 1993: 

MEMORANDUM FOR RICKI SEIDMAN AND MELANNE,
I 

VERVEER 

SUBJECT: Health Political/Policy workin~ Team on Abortion 

,FROM: Mike Lux 

i:
The political/communications group that ~as been working on 
health care decided that we should set up three working teams to 
think about resolution of our most problematic issues, and one of 
those teams will be on the abortion issu~. We would like the two 
of you to lead this team. I plan to be linvolved in coordinating 
the work of all three teams, and will bel' a part of all of them. 
I would recommend that Linda Bergthold 'from the benefits working 
group of the task force be involved and'peather Booth from the 
DNC. I would also include someone from ~ongressional relations 
as well ,as anyone else you think approprl~ate. 

l' 

-,:; '-':;-:';;:, 

I 

I 

.'i 
! 

I 

j 
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MEMORANDUM 


TO: 
FR: 
RE: 
cc: 

Hillary Rodham Clinton 
Chris Jennings 
Ways and Means Subcommittee Me~ting 
Melanne, Ira, Judy, Steve, Lorraine 

April 13, 1993 

Ii .. 
I'Because of its jurisdiction, Members, staff resources and 

expertise, the House Ways and Meansl: Committee and its , 
Subcommittee will probably be the mpst influential body in the 
Congress as it relates to health cafe. As challenging as it may 
be, we must have and continue to bUtld a close and productive 
working relationship with the Commi~tee. 

I: 
With this in mind, you, Ira an~ Judy are scheduled to meet 

with the Ways and Means Subcommittee on Health in the Roosevelt 
Room tomorrow morning. This meetingII was originally requested by 
the Subcommittee following the last Subcommittee Members' meeting 
with Ira and Judy on March 31st. 

TO focus discussion, the Subco~ittee Members requested that 
the meeting review two major issues:: (1) System Organization: 
Federal and State Roles and (2) CostI' Containment: Short-Term and 
Long-Term (but will focus primarily I on short-term). In terms of 
meeting format, the Subcommittee ha~ suggested that you or Ira, 
for each issue, give a brief 15 minute presentation, followed by

I 

a 45 minute Q&A session. Attached for your use is a summary of 
the direction and options Ira and h~s work groups have been 
discussing for all of these issues.!, 

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. 

I: 
Lastly, as you will recall, th~ last ,time you met with the 

Committee, we had a press leak'prob~em. At some point during the 
meeting, wit~out being overly confrpntational, you may want to 
discuss the importance of keeping tpese meetings quiet, so that 
we can have as constructive and pro(1uctive a working relationship

II as possible. This, in my mind, is entirely appropriate and 
should be well received by most. I 



April 13, 1993 

I' 
"Attached are three sets of memoranda related to 

proposals for national health reform: 
" 

[, 
Tab A: A description of the Irole of state 

and federal government
I; 
f . 

Tab B: A description of a na1tional health 
budget and administr~~ive 
simplification as so~rces of long­
term cost containment: 

. 

IAccompanied by a longer paper 
related to global health budgeting

I' 

I 
I' 

Tab C: A brief description ~f options for 
short-term costcontiols 

Accompanied by a slightly longer 
description of each option and a 
paper providing furt~er details 
about each option 
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it. APRIL 13, 1993 

II 
SUMMARY OF :ISSUES UNDERIfAT:IONAL 1IEAL'l'H REFORM: 

. I: 
FEDERAL/STATE RELATIONSHIP 
LONG-TERM COST CONTAINMENT 

SHORT-TERM COST CoNTAINMENT 

I~ 
In the n~w system, we assume a !:cooperative federal-state 

relationship. The federal government will not regulate the new 
system heavily; rather, it will set II;parameters to ensure that the 
national goals of universal access, :high quality care and cost 
containment are met. 

I: 

States will have substantial flexibility and authority to 
implement the new system. They will· have the financial 
responsibility to meet a budget and;_ill be responsible for 
overruns. The federal government w;1,ll provide the states with 
the tools to enforce the budget. 

This memorandum describes prel~minary proposals for national 
I ' health reform related to federal-staite relations, l,ong-term cost 

controls obtained through a nationa~: health budget and through 
administrative simplification and op'~ions for short-term cost 
controls. Specific options describedl represent one set among 
several under consideration and are lintended for illustrative 
purposes. 

I: 

I, 
FEDERAL GOVERNMENT ROLES AND RESPONS'IBILITIES: 

I 
;, 

Under national health reform, the federal government will: 
! 
I: 

• Establish guarantees fori' health-care 
coverage and delivery to be carried out by 
the states \: 

• Ensure protection of Citizens if states 
fail to meet federal stand~rds 

I; 
• Establish an employer ana individual 
responsibility to contribute to health 
insurance costs \, 

• Enforce a national heal~ budget, belding 
states accountable for spending to meet the 
budget III 

• Determine the annual increase in the 
national health budget I'I' 

Ii 

I: 
, ! 



... 

\. ." 

• Establish and oversee fqrmulas for 
adjusting payments to hea~th plans based on 
demographic and clinical cparacteristics of 
enrolled.patients I' 

• Update and refine the cdmprehensive benefit 
package . I: . 

• Establish and oversee federal subsidies for 
low-income persons and el~'gible small 
employers j' 

• Establish and implement I:.national quality
and access standards :. 

. I'. '. 
• Manage and analyze national collection of 
information related to heehthcare access, 
qualitY,and coverage I 

• Establish a mechanism for assessment of 
Ihealth technology and emerging treatments 
I 
I 

• Oversee federal funding for training of 
health professionals 

I
• Provide technical ~ssis~ance and start-up 
grants to support the devE7~lopment of consumer 
health alliances and health plans 

• Administer any limits p~:aced on tax­
deductibility of employer lcontributions to 
premiums in excess of locally established 
benchmark premium I: . 

I

• Override state anti-managed competition
laws and other statutes inconsistent with the 
principles of the new hea~th care system 

. I . 
• Delegate these functions: variously to B 
national health board and an executive branch 
agency 

, 
STATE GOVERNMENT: ROLES AND RESPONSIBILITIES: 

I'
Under national health reform, the states will: 

. . I:· . 
• Establish at least one consumer health alliance 

"i: 
• If they choose, opt out bf the consumer 
health alliance structure rnd operate as a 

2 



single payer that negotia~es directly with 
providers or sets all-pay'~r rates 

. 
I

Ii 
• 

• Set boundaries for consumer health 
alliances to ensure: 

- Minimum populationlof one . 
million, or entire state population 
if less than one million 

I: 
- No discrimination ~gainst low-
income or high-risk Populations 

I: 
- Contiguous boundaries 

I ,.
i .

• Administer and assure compliance with 
national health budget I: · 

• Establish and enforce ~'rformance standards 
for consumer health alliarlces under federal 
rules, including: I: 

- Enrollment .in health plans of all 
persons residing in a:ssigned
geographic area !: 

i: . 
- Inclusion of a range of health 
plans within budget ~argets 

I: 
- Solvency requiremei:ts 

- Appointments to, composition of, 
and membership on policy-making 
boards I, 

I 
j: 

- Administrative ex~nses 

• Protect people enrolled kn health plans or 
health alliances in case if.financial failure 

• .Operate a. state health p,;Lan if necessary to 
correct gaps in the market·,

I 

3 
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• j 

MEDICAID: 

Under national health reform, Medicaid beneficiaries will 
enroll in health plans offered thro49h consumer health alliances: 

I• Medicaid beneficiaries will receive subsidies toward 
the cost of premiums and co-paYments on the same basis 
~s other low-income people i, 

. 	 i' 
I'

• Health plans will provide supplemental services such 
as transportation and clin1callcase management as 
appropriate to ensure access to care 

:: 
I

• States will continue to contribute to the cost of 
. care for low-income people: I: 

I' . 
- Initially under a requirement for 
maintenance of effort and I'later subject to a 
new formula determined bya commission and 
adopted by Congress through an expedited 
procedure 	 II 

- Requirements for maintenance of effort 
could include all state h~alth expenditures, 
not just Medicaid I, . 

4 




LONG-TERM COST CONTAINMENT: A NATIONAL HEALTH BUDGET 
. i 

National health reform will es~ablish a budget for health 
care spending consisting of two parfs: ­

I'• The federal government ~ill enforce an 
annual budget for spending through consumer 
health alliances I 

Determined by the average premium 
(weighted by enrollment in each 
plan) for the comprehensive benefit 
package I: 

- Enforced at the state ~evel 
I: 

- States held account;,able for 
spending in excess of: the budget 

. r 
- States and health a'lliances will 
meet budget limits t,rOUgh: 

Authority to negotiate 
and regulate premiums 

Authority to fre!eze 
enrollment in pl'ans 
, I. 

Authority to setl: and 
regulate payment~ to 
providers I: 

I~Authority to approve 
investments in health 

I, 
resources and technology 

I' 
• Self-insured plans also ~ill be required to 
meet state budgets I 

The federal government will enf~,rce budget~imits through
the following- mechanisms: 

• Allow states to share in savings for 
federal subsidies if costs ,increase ~ess than 
budgeted 

• Require states that exce~d budget to submit 
plans for correction 'I: 

• Require states to financ~ additional cost 
of subsidies to small employers, individuals 
and families if budget exceede~ 



.,. 

• If budget exceeded in successive years: 
I: 

- Impose a penalty tax on 
providers, with revenues to pay for 
federal subsidies I: 

- Implement rate setting 
t: 

- Operate consumer health alliance 
i 
I 

• Consistent with the nat+onal health budget,
the federal government wi~l constrain 
payments to providers to limit spending for· 
its programs 

I,

I: 

LONG-TERM COST CONTAINMENT: ADMINISTRATIVE SIMPLIFICATION 
!: 

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

• Simplify information co~!lection 
requirements for billing and enrollment 
purposes 

• Require use of national,: standard forms 

• Require use of national,l: standard data sets 
for finanCial, clinical, quality and other 
information r 

• Develop national procedures for 
coordination of benefits ~ntil new health 
system fully implemented I: 

• Develop and adopt UniqUe!: provider, patient,
plan and employer-identification numbers 

l' 
• Set national communicatibn standards for 
electronic data interchange 

1 

• Set uniform national rul,s regarding
.privacy and security I, 

. ~ 
• Simplify utilization revIew 

. . I:' 



" 
POR omcw.. USE ONLY :(GIlOUP 4 - PAGE I)

I,, 
GROUP 4: GLOBR BUDGE'IS 

I 

I: 
I 

NDte: 	 The budget st1'IICI:UTt prr.sente4 kre prtisumes tMfollowlng: 
. I; 

• 	 That stales would havt substll1JtU:z1lotilude. tI1Id th4t t1u! jtdertzl ,uvemment 
would be unwilling to creale Q1I uncap,¢le4ero1liability for lqw..lnctJme 
subsidies in D system that is IIOt 1Drgely ~Within ill own co1lll'01. 7bese 
QSswnptions, ukn together. Iud to D tystem in 'Which SIQlI!S rue jiN:mciIl1ly 
DCcowuDblefor the cost oflow-income Subsidies;" e:x&eSS ofthe II1lowable 
increose in the budget. I:· . 

• 	 That there should be a./ederal gJU2rQ1Ue~ to slow health spending (inclu4ing 
privale spending). This llSswnption ~ to the need for Dle4ertzlly-d.eftne4 
oU/side limit on the rale o/increllSe in ~h spending (Ill lust for the 
guaranteed comprehensive benefits 'Within the purchasing cooperartve).with some 
sanctions if spending within D stille rises!:Ql D more rapid TDle. It is presumed 
that elements 01theledero1 program (e.,. D limil on t1u! laC favored StlZtUS of 
health coverage) would rr.srrDirl spending. 

I: 
I: 

1. 	 HOW IS THE BUDGET DEFINED? .[ 

2. Private speDdin& budget. There wt)uld be a budget for private health care 

spending that would be defined as tIl~ average premium (weighted by 

enrollment in each plan) for the ~teed comprehensive benefits. 


I; 
The budget would Dot include spendipg for supplemental benefits, balance 
billing (if permitted), out-of~pocket dosts (though consumer costs for the 
comprehensive benefits would be exP.ected to rise along with the budget), aDd 
public health.! . 

[Note: 	 The viability of a budget on1~ on the paranteed benefits presumes that 
the guaranteed package is relatively Comprehensive. To the extent that is Dot 
the case, a budget applied to suppleul)en1al coverage as well might be 
appropria,te.] . 	 1: 

I; 	 . 
i. 	 Enf'orcemeat inside the purcltasiD& eooperatlve. The budget would 

be strictly enforced iDside the!Purchasing cooperative.
[, . 

States would have broad authJnty to CORtrol health care spending, and 

.. t . . 
PRELIMINARY STAFF WORXlNG PAPER POR D.l..USTRAnvE PUlt.POSES ONLY 
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\'
I: 

• 	 A budget imposed 01ily on the purchDsing CI)Op'rtztivtoould 
raise difficulty equity !Issues. ,.per Cllpita spending inside the 
purr:hllstng CI)Ope~ wt~ subslll1JtiQlly ltTrvtr dum 0'I.IISitU. 
tWo tiers ofipmlity might d.evelop (or be perceived lIS 

dtveloping). I: 

It would tltt/icull to eforct dfrectly D budget on self-insured employers 
outside the pllTChastng coope"arIve. However. wgt employers 
exceeding D spending tDrget tx>uld be reguirr4 to join the pU1'ChDsing 
cooperative. 7his would bring these employers under the budgetary 
control ofthe purc1uJsing cod,Pel'Dlive. This IlPProach would won: lIS 

follOws: II 	 . 

• 	 Multi-yllU TDllet. urge employer spending would be 
monitored on the sll17'li: multi-year budget cycle tis lISed for SIQIes 
and purchasing coope~atives. A multi-year budget is 
particularly important'for indivi.dual employers, since even wge 
employers experience SubsttJ1llia1 random Wl1'iiIlion In OOSIS from 
year to year. II! 

• 	 Spending TDllets. 1/the rate ofincrease in spending for the 
I'guarameed compr~ve benefits by D large employer exceeded 

the allowable incretlSe I,n the JederaIly-de/ined budget over the 
multi-year cycle, the ~loyer would be required to join the 
purchtlsing cooperatiwti 1he Society ofA.ctuaries would develop 
D methodology for sepqrating the cost ofthe guaranteed ben.ejils 
from an empluyer's tozbJ heaIlh expenses (which might include 
supplemental benefits). ; 	 . 

• 	 Premium lor lArge EtlyJIo,ers. A large employer required to 
join the purchasing co6'perative would pay the purch4stng 
cooperative the same p~um thoJ would hove been charged if 
the employer had joti the coopertllive lIOlImtarily. 

b. 	 Public speDding bucJaet. There would be a budget for federal Medicare 
spending. [Note: We are working o~ options for bow a Medicare budget 
could be defined ud enforced.) I: 

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

I 

I' 
,I 
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... . 	 I, . . 
a. 	 Fonnula example. Note, in particular, that the period for narrowing 

differentials could be compressed (~~g., to 5 years) or utended and that the 
rural offset figure could be adj~t 

In the first year of the global budg~ system, a state's budget will largely 
reflect its historical expenditure lev~. At the end of seven years, each state 
will have the same budget except for adjustmeots for differences in 
demographics and input prices. I: . 

Let!.· 
~ = historical expenditure level f~ state i, trended forward by Dational 
. i:argetgrowth :rates to year llof budget . 
T = national budget level I, 
Ti = adjusted national budget level for state i =T*Pj*Di 
Bj = actual budget for state i I: 
Pi = input price index for state i II 
Di = demographic adjustment for state i. 

In year 1,11; D (.14"T~+(.86·H;).I:Each year the weights change by .14 so 
that in the seventh year B.=Ti' ~ transition is similar to the PPS and 
Medicare fee schedule transitions. i~ 

Pi is a weighted average of expendithre-specific input price indices (e.g., 
hospitals, physicians, and drugs) whb the weights for Pi are based on 
national spending patterns. Initiallyl: the HCFA hospital wage index would be 

.. used for hospital expenditures, altho~h eventually a broader wage index could 
replace it. The Geographic Cost of Practice Index (GCPl) would be used for 

t, 

physician expenditures. However, the GCPI will be multiplied by 1.20 for 
·very rural areas" (defined, for exarbple, as a.reas with population.densities 
below 50 persons per square mile) ~ recognize the difficulty of attracting 
physicians to these areas. DrugexpFtditures will DOt be adjusted for 
geographic variations - the index 1\be I everywhere. 

b. 	 The Commission would rtIIlke tis delinni1ltltion bD.sed em the factors descrlbe4 
below. .Congrw will vote on the ~ tJ1loctaion to SUItes on tm IIJH1r~ 
down vote. IfCongress njeca thE Commissions recommendations, the 
o1loca1ion would be the bD.seline. 11te Commission sholl tzllocoJe fun4s 10 IlS 
to MrJ'OW variDdons ill spending tlui to p'fDCli.ct pDttem WI1iotions tI1I4 . 
diR'erences In he41lh ruourrt ~. 

W' 	 r . 
Updates ofthE bu.dgel bD.seline should TtjIect 1M) leU offactors: 

I, . 

I: 
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I

( 	
. 

an increase in unemPl~t - since federal financing for subsidies 
would account for the numt of people recei~ subsidies. 

(Note that spending rising 4ster than the fedenlly-defined budaet 
would mean that employer ~d consumer premiums would also lise.)

I, . . . 

.ii. If health spending in a statel!rosestower than the federally defined 
budget, then the state would, retain the savinas in federally·finantWt 
low-income subsidies that WII~ IeSult from lower than. budaeted hr.alth 
care spending in the state. . 

I" 
lli. 	 State financial accountabilitY. for low-income subsidies would compound 

over time. For example, ~sider a state that exceeded the federally· 
defined budget by 1" in a given year, but then tracked allowable 
budget increases thereafter. 'I The state would always be spending more 
than was budgeted, and wo~dtherefore have to finance the additional 
low-income subsidies that reswt. 

iv. 	 Technidllly. Slate financiaJ ~ty would be lied 10 the amount 
the state is over (or under) budget relative to the weighted average 
premium in the purchasing :cooperative, regardless of bow 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 cooperativ~) by 1", then the additional state financial 
responsibility would be $10 I~on. 

(Subsidies may very well be!based on the benchmark premium, whicb 
could increase at faster or slbwer rate than the weighted average 
premium. However, tying ~te financial accountability to the 
benchmark premium would Provide a strong incentive for a state to 
bold down the cost of the benchmark plan, potentially resulting in a 
deterioration in quality in , plan relative to others.) 

v. 	 The National Health Board (Or a Commission) wOuld prepare a formula 
with the cbaracterlstics desc#'bed above. 1be formula might 
appropriately be designed in!'conjunction with development of 
maintenance of effort provisipns for state Medicaid spendin&. 

. 	 I . 

c. 	 Outside IiJDJt on state health care ~diD&. As described above, die 
federally-defined budget update w~ddetermine the level of federally-financed 
low-income subsidies, with states ftbancially accountable for subsidies in . 
excess of this amount. ' 

PRE.I.IMINARY STAPF WOREING PAPER FOR n.LUSTRAlIVE PURPOSES ONLYr 	 . 
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iii. 	 FederaUy-lmposed ra~.If spending exceeded the outside limit 
over an entire multi·year b¥geting period, the federallovet'DlDf.'llt 
would implement tate-settirl, systems in that state, which would assure 
compliance with the f~y-defined budget. 

- ". 
• 	 In order to implem~t tate-setting systems that are best auited to 

local circumstanc:cs,;the federal IOVerDmellt would have 
flexibility to impl~ent different systems in different states and 
various approaches ~y provider type. 

• 	 I;
For staff model !IMPS and other fully-capitated delivery 
systems, the federal igovemment would impose the expenditure 
limit through limi"ons in premium increases. 

• The federal government's systems would remain in effect until 
the state provided th~ federal lovemment with evidence that its 
proposed expenditure restraint policies would achieve 
conformance with th~ federa1ly-defined budget. 

• In carrying out its rlctions, the federal government could ' 
( 	 require states, heal~:plans, providers, and insurers to submit 


relevant information i1to assess compliance with the expenditure 

limits and to assure timely and effective implementation of any 

necessary federal actions. 


Ii 
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Short-term cost control options 

I,
I 

Option 1: 	 "J:nsurance 	premiUlll regulation 
I! 

• 	 Would set allowable rates of increase for 

insurance premiums (or premium equivalents 

for self-insured fi~). 


jl.. 1 

Limits one of the most visible costs to 
. 1 

consumers and introduces the concept of 
operating under a budget.

I,
,I

Option 2: 	All-payer rate aettiri9 
I: 

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

L 

• 	 System already in use; 
I: 

familiar to providers.
I 

Option 3: 	Provider price contrdls 
I 

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

. 	 ~ 
• 	 Could be imposed imme~i8tely. 

J:Option 4: 	Marginal revenue~xer 

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

• 	 Could be imposed immediately. 
1 

Option 5: 	Voluntary control. l 
• 	 Would require enlisti~g industry in voluntary 

controls and passing ~tandby authority for 
the President to impo~e mandatory controls 1f 
the voluntary goals a~e not met. 

t 
• 	 Mandatory control option could be developed 

during a trial period for the voluntary
controls. . 

I: 
I: 
t 

--. I: 
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Short-term cost control options II 

\; 

Option 1: Insurance premiUm regulation 
II

This option calls for set~ing allowable rates of 
increase for insurance. premiums (or premium equivalents 
for self-insured firms)~ I' 

Regulating premium increases limits one of the most 
visible costs to consumer~ and introduces the concept
of operating under a budget. It may also thwart price
gouging during the transition. 

I: 
However, implementing premium regulation requires a 

I 'complex administrative apparatus. Limiting premium 
increases may lead to "d~ping" of insured individuals 
with costly health condit~ons, denials of treatment or 
reimbursement, or bankruPrcy of insurance companies. 
Effectiveness also depends upon enlisting states as 
enforcers. . \i 

Option 2: All-payer rate Tetting 

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

Health care providers and I:insurers that have served as 
carriers or fiscal intermediaries for Medicare all have 
experience and mechanisms i,in place to implement this 
method of cost control. ~ome states that have adopted
all-payer rate setting have had success in controlling 
costs in the private sect9r. 

However, experienceunderrMedicare indicates ·that 
volume increases may offs~t some savings. Cost 
shifting to unregulated s~ctors may occur until rates 
are established (for outpatient services, for example). 

Even if rate-setting aims lito make no 
aggregate change in provi~er payment levels, 
it will redistribute inco~e among providers, 
since the new rates will differ from current 

I'·charges. Providers will fa.ce a double 
shakeup--first, rate-settf'ng: then, managed
competition. Turning health care upside down 

I once might be thought enough. . 
I, 

Option 3: Provider price Controls. . t 
This option would control Iprices·based on historical 

I: , 
I 



I: 

Ii 
. levels, without regard tq! whether or not the charges 

were excessive in the first place. Prices would be 
decontrolled as managed cpmpetition becomes fully 
operational. I, 

~~~~~~l!n~~~ ~~:!:!Yp~ae~
incomes. 	 I: 


I'
However, price controls are likely to trigger an 

increase in volume, which!' will offset some savings. 

They are hard to enforce, i: especially on physicians.

The longer they are in place, the greater the 

ineqU~ties and unintended \: consequences. 


Option 4: Marginal revenur taxes 

This option imposes a temporary revenue surtax on ' 
providers whose revenue growth exceeds a target.

II 

The surtax can be imposed Ii 

I 
immediately and will deter 


.

volume increases. Although evading the controls would 
be a form of tax evasion, !:providers 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. j: 

This option is untested and could adversely affect the 
I,

development of efficient 	~lans experiencing rapid 
growth. 	 II 

Option 5: Voluntary contr~ls 

, This option calls for enl~lsting industry to adopt 
voluntary controls, with ~~andby authority for the 
President to impose manda~ory controls if the voluntary 
goals are not met. A man~atory control option could be 
developed during a trial P,8riod for the voluntary
controls. This option might make providers more 
,favorable to the plan~ I! 

This option does not ensu~ cost savings. 

\: 
" 
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".. 	 AN OPTIO» 1'0 DBIII UD COH'l'llOL .aOVl:DD ftJCB8.--	 I. 

I, 

This option' is designed to Ii reduce aggregate bealth care 
apending as JIlucb as possible and a~ .oon aa po.aible. 

I: 
I'naMC;: 	 I, 

I; 

" o First, prohibit increases ~ provider prices. 
o After 3 to , .onths replace the freeze vith a aystem that 

is flexible and enforceable. Off~ciala from carter'. Council on 
Wage and Price stability (CWPS) atate that an inflexible freeze of 
longer than 5-6 months would lead t? rapidly declining compliance. 

o Decontrol prices gradually, as .anaged competition
addresses the causes of cost ft?owth. ..... 	 II 

jiGENERAL DESIO»: 
I;
I' 

o 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 suel: providers who violate balanced 
billing quidelines for triple damages. 

o To combat anticipatory pri~e bikes, begin the freeze by
requiring that prices be rolled ba~k a constant.percentage.

o For 	administratiVe simplicity, do not control vages or input
prices. . 	 j: 

o In stage 2, set price gro~, e.g., equal to inflation. 
Anticipate volume offsets, e.g., o~ 50 , for physicians. Define 
criteria for special exemptions, arid establish a review process. 

I:DESIGN BY lECTOR: 
Ii. 

Physicians; MDs typically eain a fee for aervice, (FFS), or 
a fixed "capitated" payment per pati1ent. Physicians' revenues vere 
$152 billion in 1991, (20' of NHE)ll and are projected to grow at 
5.8% annually in real dollars during the l'90s; 361,000 MDs are 
office-based. i: 

Ii 
o For FFS payments, all private third party payers,

including self-insured employers,vQuld freeze usual and customary 
rates, effectively capping reimburjaements to MDs. '!'bird party 
payers that do not use usual and ~stomary rate acreans to liJDit 
payments to physicians would be -t_neSated to "ae an acceptable 
screen within 3 months of the date the freeze begins. To be 
'acceptable' the usual and customarY screen vould be derived from 
a data base that aeets Federal qua~ity steneSards, e.g., a random 

. sample of sufficient aize, etc. I: 	 '. 
I o For capitated paymen~s, bealth plans vould rreeze 

payment schedules to preferred provider organizations, or to 
independent practice associations. Changes in bonuses, or otherII'.,

compensation would be banned. ~ 	 , 

Hospitals; payments to bosp,:itals are based on charges,
capitation, or private DRGs. For-profit and Dot-for-profit 



.. 
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hospitals could be treated identica~ly. aevenueof 7000 hospitals 
was $324 billion in 1991, and is expected to grow at 5.8 " annually 
in real dollars during the 1990.. \: 

o DRGs and capitated paYJI~nta are typically negotiated by
the health plan with the b08pital~ Prohibit health plana rrom 
increasing paYJIents above bistorictlevels. 

. 0 For hospitals paid on J:e basi. of charges, the lack of 
standardized billing codes aay prompt the apurious redefinition of 
products. 'l'herefore ban charge-bas,d billing and base payment. on 
average revenues per admission. ~e.e are calculable using XRS 
revenue data, and BAA admissions d~ta. 

~ . . 

HMQ.!.: Premia for ataff .odel JPlos could either be frozen and 
controlled or left 
monitored Federally. 

alone. Compliance 
. I: 

by 550 DOs 
. 

could 
, 

be 

OTHEB: Dentists, aedical labs and some nursing bomes are also 
compensated by third party payers. '~ese could also be subject to 
controls. 

ENJ'ORCEKEN'l': 
i 

I I: 
o Require quarterly compliange reports of all third-party 

payers, including HMOs and self-in'sured employers to a Federal 
Office of Health Care Cost Co~trol. \~ "' .. 

o Interested third party payers aay .onitor provider prices 
more cost-effectively than Federal I: agencies. Additional record 
keeping by health plans and by prbviders, nonetheless, appears 
necessary. . \, 

o CWPS in 1978 used 300 staff;, to supervise voluntary price 
controls for 2000 large manufacturi~g firms. 

Ii 
EFFECTIVENESS: 'l'he medical services 4eflator during the Hixon price 
controls grew by about 2' less than 1n preceding periods. Medical 
care .pending growth during the fr~eze was about 2.5' Ie•• than 
earlier periods, and during Phase 2!'about l' le.s. 

;; 

II 
'I 
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I:( ..-- IIUKKARY: .'Impose temporary revenue surtaxes on providers whoae 

revenue growth exceeds a target. [' 
I . 

1)18:tGN: 'l'be tax could begin atl: two oenta on the dollar ~or 
revenues greater than a base, ••9.,' 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. Variations would include beginning the 
tax above the base, raising it ao~e sharply a8 revenue increases 
above tbe base, and giving differ~t tax achedules to different 
classes of providers. Since the IRS collects revenue data from all 
providers, including not-for-profi( bospitals, this approaCh could 
be effective January 1994. /: . 

New providers, e.g., .recently!!graduated physicians, could be 
given special schedules so that their base revenue is the average 
revenue for new physicians in their specialty. Corporate aergers
could be taxed using the sum of the base revenues of the aerged
entities. Other new physicians' p~~ctices could simply be viven a 
base equal to the average revenue of their type of practice. 

ICOPE: This approach,. with varJations, could be applied to 
hospitals, physicians, nursing bom~s, .edical labs, and dentists. 

. . /: . 

BNl'ORCQENT:Despite the extensi:ve experience of the IRS, the 
extent of compliance is. uncertain, !:because providers would try to 
shelter revenue. Accounts receivable could be given to collection 
agencies with understandings to ~dertake long-term investments. 
Medical practices could be reorganized, and billings collected by
entities without visible connectiQns to the practices. Medical 
practices that own rental income cquld aell these a.sets t.o allow 
for qreater tax free growth in aedical revenue. 

. ~ 

Relatively low tax rates, ca~.fully drafted legislation and 
strict enforcement could increase ~ompliance. In addition third 
party payers could be required to Feport to the IRS summaries of 
payments made to particular providrrs. . 

BFFICTS: Unlike price controls, ••rginal revenue taxes would Dot 
increase the volume and intensity of aervices. By C8USin; 
physicians to take Dore' leisure, I: they aay lead physicians to 
cutback either patient loads or the intensity of service•. Price. 
may rise. A graduated revenue tax I,allows aome flexibility to all 
providers. : 



ALL PAYER RATE SETTING OPTION( 	 Ii 
. Ii 

Extend Medicare payment ..thod~logy to all payers and aet 
. rates so that spending i8 controlle4,. . 

I •. 	 Implementation Schedule II 
" .... 

For 1994: 
I' 

• 	 DHHS completes initi~:l schedule .ad.ificationa ~or 
hospital inpatient, ,hysiCians 

• 	 DHHSuses Medicare data or limited private data to 
calculate conversion l~actors/8tandardized payment
amounts ' . 	 . , 

~ . 

• 	 DHHS establishes volume controls us1.ng Medicare as 
a proxy I! 

• 	 DHHS completes Medicare software adaptation
I 

I: 
• During first 6-9 months after enactment, insurers

I,
adopt rates or contract with Medicare contractors 

For 1995: 

• DHHS will complete ratl'."es for hospital outpatient
services 

I 

• 	 More extensive privat, data for physician
conversion factors and volume standards/controls 
will be available I: ' 

• 	 DHHS will refine datal: to handle uncompensated care 
and other hospital adjustments 

I: 
• 	 DHHS may include bospital outpatien~ .ervioaa ~ 

ratesetting, cover1.ngliabout 751 of health .pen41.ng 
I 

• 	 DHHS will begin/consider development of • wider 
variety of volume Control ..chanins, 1nclud1.ng 
medical group control" bundled payments ~or .cme 
ambulatory services, etc. 

II. 	Administration end MOnitoriJIg Ii 

• 	 Requires start-up costs fo; both the federal government
and insurers, to a lesser ~egree for providers 

, 	 I 

• 	 Requires establishment of , national all-payer database 
which may be valuable for other purposes

I 

http:1nclud1.ng
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III. 


• 	 Requires continued data qpllection ~or updating prices,
enforcing volume standards, and accomodating potential 
savings slippages I: 

Implications of All Payer Rat~ I Setting 

• 	 Slow phase-in .chedule l~ts .cope of spending
controlled: i 

I: 
-	 Would cover only abOut 60-65' of total bealth care 

spending during the Ifirst7ear. Could not 
implement rates for butpatient hospital during 
first 7ear. . I: 

Volume controls wouli1 be limited to withholds end 
Ifor physician .pendi~g would bave to be based on 

Medicare experience ~s a proxy during first year. 
!I 	 ' , 

• 	 Negative consequences may::I inhibit ••oath transition to 
managed competition: \! . 

-	 Provider dislocation. ,. 
I;

Lock-in of current r~source allocations ~n a way
inconsistent with managed competition 

. 	 II 
i,

• 	 Imposing structure could potentially smooth the 
transition to managed competition by: 

. 	 I: 
Continuing controls for fee for service sectors 

j:
Standardizing service definitions for payers end 
consumers . Ii 

Serving.as a point of reference for the purchasing
cooperatives in rate I: negotiation 

http:Serving.as
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IIMtLIHE 108 IMPLEKENTING ALL PAIlS BATESETTtNC APPRO&CH 
I' • r ' 

ler July 1"4 Implem.otatipn I
'i;, 

. April 1"3 

Kay 1"3 

June-Aug. 1••3 

JUne-July 1••3 

Aug-. -Sept. 1.93 

October 1993 

October 1993 

Nov. 1993 to 

xarc:h 1'~4 


May-June 1994 

[er 1995 


Kay to 

Dec:ember 1" 3 


Oct. 1.93 t.o 
lept. 1994 

Dec. 1993 t.o 
Aug. 19" 

Fall 1'94 

Jan. 1.95 

Complete . de~.llec! vorkplaM for &PRS, for 
hOlpltal, phy,llcl&n, and other ••rvloel 

. I! . 
••;In developlng payment rate. for pecUatr.l.c,
OS-Gm, and prevent.at.ive .en.l.ce. 

DeVelopmenta~: to develop hOlpltal anc! 
phy.leian co~ver'.l.on factor. 

i!
Modlfy J(ed~:care aoftware peckag.. to 
accommodate c~ange. for non-Xedicare 

Ii .
Validate .oftware, te.t in large IlecUcare 
contractor. \! 

Le"1.1atlon enacted . \: 
Beg1n t.ralnin; private J.n.urer. J.n u.e of 
.oftware, pe~.nt rul•• (e.g., .urgical glo1:>a1 
packag... DRG t, bundlln;) 

Large In.ur.rlI Inltall conver.lonprogram. to 
u.e Ke~1care"d.pted .oftware 

Ii 
Small Inlurerlcontract with .edlcare 
contractor. t.~ price cl&l.. 

.. 

Developmental. 
, . 

work t.o develop hc.pital 
.peclfic andPry.1Cian ar•• conver.lontactorl 

i'
In.urer. would adopt converted .oftware,
validate befor,e paying c1a1u 

\: 
I . 

Payment rate. Jor hO'pItal outpatient .erv1c•• 
would be elevell~ped and prov1ded 'to 1naunrl 

StandardIled cla1.. foZ'IU and .tructure for 
elata COllectlpn would ~ available t.o ~ 
adopted bypri~at. 1n.urer. 

IlnP1ementat.ton!: of uas for hOlp.ttal (inpatient
and outpatient), phYI.tc1an, lab, medlcal 
equipment, and\: ambulatory .urgery .ett.l.ngl 

I: 
:1 

..-.- I: 
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Health :tD8UraDCe Premium .egulatloD .1 aD %Dterta.ea.ure 

.. ~.. 	 " I:,... n...... : 	 Ii 

• 	 Premdums are highly visible. Consumers will gain
immediately and help enforce it; 

>.
• 	 Creates incentives to co~trol costs without requiring

governmental mdcro-manag+mentl 

• Compatible with capitated
I 

payment 8,Ystem51 

• Promotes move to managed l;comp~tition (e.g., cost­
effective provider networks, global budgets) 

' 	 I . h.• 	 May be necessary to prevent opportun1sm ~z some 
insurers during transiti9p. 

:tI. What 
r 

Set allowable rate of increase;: for: 

• 

• 

• 

:tIl. How 

• 

• 

• 

Actual premiums for polid~es currently in force; 

. 	 I: d l' f f h • •Average pr~um per cover~ 1 e or eac 1nsurer 1n 
states that have alreaqy ~lemented small group
reforms' 	 I: , 	 ~ 

Premium equivalent (applicable premium) for self-
insured firms. \: > 

I: 
" 

il 
Maximal use of existing state regulatory resources; 

For self-insured firms, u~e IRS authority to audit and 
,enforce premdum equivalents filed pursuant to COBRAi 

, 'I;
Supplement state departments with federal resources 

I 
People or technical as,istance in most states 

Complete office in nine relatively small states. 
r 

Primary State functions: Ii 

• Certify compliance with t~rgetl 

• Respond to consumer cOD1PIJintsi 
II 

ii 
I: 
It
II 
I 

! ' 



, 
, ~ .-­

• 	 Recommend hardship adjustments to the cap; 
i~ 

• 	 Implement a credible random audit process; 
. , 	 I! 

• Guarantee continuity of 	coverage for currently iDsured. 
I,. 

.Primaty Federal functions: 	 I' '." 

• 	 Retain ultimate authoritt and responsibility for 
premium control program, l'including aetting the targets; 

• 	 Review state certifications of non-compliance, choose 
and apply penalties, including: premiwn tax surcharges,
fines, corporate income tax surcharges, revoke the 
right to self-insure; Ii " 

• 	 Make final determination. of hardship exemptions; 
,rv. Problems and Solutions ! 
I 

Without consumer protections, I;this could INCREASE uninsured. 
I' 

Therefore, for the currently l:~nsured, require limited market 
reforms, including: guaranteeq renewability, limited pre­
existing condition restrictiorls, no medical underwriting,
retroactive reinstatement, and balanced billing limits. 

, 	 II 
Allow higher rates of increase to states who wanted greater
reform or to expand access qu';')'cker•. 

I 

• it •Mechanisms'for insuring cont1nu1ty of coverage for the 

currently insured: 'i 


• 	 Market absorption; 
, 

• 	 Guaranteed issue for cur~ently insured; 

• 	 Residual pools.-- carrieJ~ of last resort, state high
risk pools, joint underwt>iting agreements., 

v. %ZIlPlementation lleczuil1lJUDt. 

• Pf7nnsylvania regulates COVerage for 12 million people 
1wlth a staff of 40. Most,' 
': 

states would need at least a 
few more trained staff, and a Federal staff of at least 
100-150 \''Ould be requiredl~ '!'hree months between the 
passage of legislation and the start of the program 
would be highly desirablei~ 

J; 

I! 

I 

Ii 
I' 
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Increase Use of Managed Cere as a~ Interim Cost Control Measure 

This option focuses on increasing the us~ of managed care in the public and private 
sectors end fostering greater competition among plans. 

. A. Private Sector Options ·1: . 

I: 
.• 	 Give employees in companies with muttiple plans greater incentive to 

choose lower-cost provider. 
I: 

For employers offering their employees a choice of health care plans, 
employers would pay a set idollar amount regardless of the cost of the 
plan. The amount could be Set at the lowest-priced option, the highest­
priced option, or some amount in between. Employees would be 
allowed to take the differertce between the employer contribution and 
the price of the plan they Ichose as additional wages or as tax-free 
savings contributions. At Alcoa, this led to an increase from 1 & to 68 

I'
percent in the number of."rsons in lower cost plans. At Xerox, this 
practice lowered rates of i~prease for III plans because they were put 
into price competition with each other. Larger employers without 
multiple plans could be encduraged to offer multiple options through tax 
incentives. Ii 

I 	 .• 	 Give employees in ameli fi,tms .the option of choosing. to join larger 
Federal or state pools. ii ' 

I 

The Federal Employee's Health Benefits Pian or state employee's health 
plans could be opened to amall employers on a risk-adjusted basis. 
Government plans offer a Wide selection of plans, group rates, and 
reduced administrative costs. This would be coupled with a defined 
contribution requirement asl,for employers offering multiple plans. 

• 	 Red~ce the tax code bias t9wards excessive health spending 
I . 	 . 

This could be accomplished :~ither by imposing a limit on the amount of 
employer-provided health ~nerltS which may be deducted or excluded 
from income. The cap should be set ao that individuals choosing. low 
cost plan receive the full tat deduction and exclusion. 

• 	 Remove barriers to manage~ care 
,i 

Remove state laws that linljit managed care plans' ability to COntain 
costs, such as: . II . 

• willing provider re~ujrements 
I 

II 

I:, 



• 


• open pharmacy reqUirements 
• benefit mandates I 
• utilization review restrictions 
• freedom of choice ~'quirem.ntI 

.• r.strictions on neg~tiating discounts with provid.,. 

• Impl.m.nt standardiz.d perf~ance/quality measur.s 

Hospitals would be ,.qUir.~ to report in a standardiz.d, ..verity· 
adjusted format the .xt.nt q,f variation in physician practice patterns 
(resource utilization, length of stay and charges per patient) end clinical 
indicators of quality (mortality and morbidity rates, readmissions, and 
rates of immunizations, C-seetions, pap smears, etc.'. Health plans and 
employers could then use these quality-cost comparisons to manage 
hospital networks better. II ' . 

In Cincinnati, four .arge employers convinced all 14 of the city'. 
hospitals to submit such data;: Aft.r a single year, the hospitals r.duc.d 
their average langth of stay ~r pati.nt by 0.6 days and their average 
charges per patient by 6 percent, for a one·year savings of .76 million. 

B. Public Sector Options \, 

• Increase the use of managed I~re in Medicar. 

Medicare beneficiaries would:!be offered an open annual enrollment in 
qualifying area HMOs and the:traditional Medicare f.e·for....rvice plan. 
HMOs would bid for the rigHt to serve the Medicare population end 
would offer a more generous ibanefits package than traditional fee-for· 
service Medicare. Beneficiari.:s and fiscal intermediaries would . be givenp 
some of the savings from a ~ove to lower-cost plans. 

I 

I . 
Alternatively, if the integration of Medicare into the managed care 
institutions is not to occur fo~' several years, a Medicare PPO could be 
established in each state. Beneficiaries who joined the PPO would be 
given lome ahare of the ..vi~s, e. well es additional benefItS. 

• Requlre Increase ,. d'cOinsuranceI 
I 

for Med'Igap pol'ICY.,""'dIIVI ers . 

Medigap coverage of Medicare's cost shering requirements has been 
estimated to add 24 percent to Medicare'. costs because of induced 
demand. Increased cost shari~g would lower the burden of this induced 
demand to the government arid make Medicar. HMOs more attractive 
to beneficiari... I' 

.. 
..., -. 
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• Remove barriers to use of ..... naged cere in Mediceid 
I: 
I, 

Currently, atetes must l'8C8i~ HCFA and legislative waiver. in order to 
use managed cere effectively for their Mediceidpopulations. Those 
restrictions, intended to enSure quality cere, would be repealed and 
replaced with quality, markeiting and solvency atandards. ... 

I: 

f. 
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IIU. AIIC'ILJI. ".!WI April 13,1993 

TO: Chris Jennings ii 

FROM: David Abernethy ~~! 
I: 

SUBJ.: Questions for tomorrow's meeting 
, ~ 

···································1··················....•.~.... 
Att,ached are the questions we discu~,sed. The first set are from 
thf! chairman of the S1.:b..::ommittee. 1, am enclosing the copies ot 
the questions frcm individual rnembe~s so that you will be aware 
of their concerns. Please' call me i:f you have any questions. 

Ii 
I 
I: 
Ii 

I: 

I 

Ii 
I 
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1. 

2. 

3. 

4. 

Ii 
Questions 

! 

If a state fails.to insure that 
, 

health plans provide 
coverage to all low-income pex1sons, will the Federal 
government, by default, cover rhe low-income population? 

What short-term cost containment strategies are under 
consideration? t 
* 	 Will these options be administered by the Federal 

government or by states? I' . 

• 	 Will there be a Federal program which would 90 into 
effect Quring the time pr~or to the development of any
state-administered optionl 

il* 	 Have you considered the ef,fect on seorable savings of 
Federal versus state administration of the cost 
containment program? ' 

What lonq-term cost containment strategies are under 
consideration? ~ 

, 
At what point would the sll,ort-term strategies give way 
to the long-term strategi1s? 

I 

What would be the mechani~'lu for making the change from 
the short-term to the lonq,-term? 

How will ):;udqet limits, aJilocated to the states, and* 
ultimately to local health!: alliances (HIPCs), be 
enforoed? ' 

Under the proposed plan, the st~te would designate one or 
more entities to serve as a heal.th alliance (HIPC).

I' 	 .' 
This health alliance will have unprecedented
responsibilities, including: ehforcement of budgets,
selecting and approving health plans, enforcing compliance
with insurance standards, risk adjustments, etc. 

. I:
* 	 Who will supervise the alPes? The states or the Federal 

90vernment? \' 
I 

I: 

\1 
I 

j: 

Ii 

\: 
I 
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\\ 

I' 
5. other entities already exist a~ the state and Federal level 

to perform most of these functions. 
II 

What is the value of addihg an additional bureaeratic 
layer to duplicate existi~q programs? 

" . ~ 
6. 	 What Medicare savings are e~pec\"',:ted to be included in the 

package? 	 . 

II . 
7. 	 What will be the allowed rate of growth in health spending, 

once the national health bUdge~ is established? What is the 
target percent of GOP for health by the year 2000? 

\\ 

8. 	 Will states be required to est~blish alPes -- even if they 
opt for a single payer system? I: 

9. 	 There is a history of fraud and:
I 

abuse in loosely-organized
networks that cover low-income j'and Medicare beneficiaries. 

* 	 Does the plan envision cr~~tion of new types of 
networks at the local leve~? Perhaps plans organized by 
~edical sdcieties? ~ 

* 	 Would these plans be 1icen'sed or qualified under 
existin; state ~nd Federa~ laws? . 

* 	 What will be done to prote~t vulnerable populations
fron the kinds of fraud and abuse which have occurea in 
the past? r 

I! 
10. 	 How can we assure portability, if each state is permitted to 

do something different? I: 
Ii 
ji 
I 

Ii 
I. 
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I, 

TO: Tricia Neuman 

FROM: Sean 
I 

RE: Mr. Cardin's questions for Hillat.y Rodham Clinton 
II 

, I: 
. I ' ------~-----------------------------------~------~--------~------------

In order of importanc~ and likelihood 
" 

I~f actually being asked: 

. 1. Will states have the fleJ~bility to maintain existing cost 
containment systems or develop new onels in addition to whatever is in 
the President's package? Ii , ' 

I2. will the federal government provide the states with the 
tools they need (ERISA, Medicare waivefs, etc.) to implemaht these cost 
containment measures? t 

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

I' 
, I' " 

4. Will the President's package propose strict controls on 
the apportionment of graduate medical ed~cation slots in order to 
address the current imbalance of gener~list versus specialist doctors 
per the recomm~ndations of the,Physicifn Payment Review Commission? 
,I ' 
5. Will participation in purchasing cooperatives be mandatory

for businesses of a certain size?!! ' 

r 
1\ 

I! 
Ii 

11 

" 
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¢ongtUJ of the ~nittd ~tatcs 

t\DUtar~u 


tDuhfn.ltvn, 'f~ 1"" 

OUI.tianl for Health Blform .J't1ns -- A;ril 14, 1"3 

, !:
Convr••lman San4ar Levin 

Ii 

COST Ccm:r&INQlfT E . 	 I: 
1) 	 At many ~own .eetin98 people hay. said -- on. way or another 

-- the experts aay that '100 b11l1cn 1ft h.alth Dare apandln; 
iii now bain; wasted, 80 don't tax •••ore Wltil you ,8t z-ilS 
or the ••ate and in.ft1c1eno1•• ~ Bow _ill ~.fOrDa ~ 
stnctur.-4 to .lp!rlc:ut.1J U,4 1:.,.1.1blJ' :rehotl, .1'. _~Ia b 
~b. alaort. IUlcJ lOll, tent Ii 

. 	 I . 
2) At • Ro~table m••tin; we had y••terday in Xlch1gan to talk 

about tbe solutions to our healt:.h car. problems, a majority
of tntenat froup. were r.pr••~ted, and the points vera 
_cSe that aaningfUl competition can only occur .1n the 
.pr••snge of budqatary pr•••ur•• J, aDd our cl.U'ren't Pl'obleu 
are in .,.. ways the reault of cnpet1t1on operatlDJ w!thou.t 
any f tnanci..l con.tra1nt.. BOW i,.111 t.he ~ru.l~1ou.l a,.t.. 
,lace lta1t.. OD 4octol', IIoap1t.~ ••• p2l&z1lacs8utical QUtag 
to ,1:04\10. _at .ontoZ'ol. ill th' \1.~O.n ten &Del , ....... 
~.tl~l.D ov.~allt i, 

rlQPAt' - ",ZATI BOt.,S,; I 
,I 

1) 	 ~ift9 aUbatant1al .tat. fl.x~11ity.... will l~ .. 
•••azoe4 ~t a .tat.e 40•••at .tl~..,t ,. ·0...... U ••"ta, 
_ ilapl"'DtiD9' atZ'at.eql•• oi.".110" IOWW eo.t Ilealt.b 
MHflu "0 JOUV-J: "oZ'k.Z'e •• al; ••obaJli_ 'oJ- .'b••t.lll,... lKJ..i.D..... ~. the'&' .ut.' .I: . 

2) 	 At our awndtabl. yater4ay, th';'. vaa a .,nat 411..1' of 
di.cu••l_n about prevention and ~.altb education -- . 
••,.01.11y ~ocusin9 on pr.ventab~. behaviora 8uch as drug 
aw••, Hokinc" anet violence. .~ will th. a:.apoJlaU.ili\r
'oJ:' iaD&''''1D9 ...It_ .aacati•• ,eDez-al1J ....t.r.aiD.a7 
W'11 	it •• ,Z'iDarllJ • .84.:&1 oi • ata,. twDotiODt 

Aaawa1fti .w.taAt1al atat. flaxi~J.l1ty, ,_ will3' 	
I 

aooouatu!.litJ ror U. U'••• Of pality, .ec..., "onaaa 
..ta 	ooU...U .... _lUI ;!!Gir" .ria. ""itoBit)' to...."uU 

lftC'I'OI.IO ~AI'fII I; 
I 
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I: 
. Ii 

..QUE~TIONS FOR ~ETING 
WITH MRS. CLINTON 

APRIL 14,' 1l~93 

I: 
1. Assuming a global budget, will the global budget apply tq 
all providers and all insurance mark~ts, ,including secondary
insurance markets and self-insurers outside the HIPCs? If not,. 
how.w:.ll cost-shifting and escalatioil, to the' non-regulated market 
be controlled? I: . 

2~ What is the extent of the state~t responsibility for staying
within budget and how is it enforced? 

3. Has a goal been established for \ia specific numerical 
r~duction in a~~inistrative~exp~nse ;~nd what are the mechanisms 
for reduction in adIr.inistrative expe*,se? 

Ii 
4. Since copaymencs are a utiliz,~t~:on control mechanism to 
achieve cost-containment, how will'tliey be structured to avoid 
creating administrative exp~nse a~dj1omplexitY? 

" . 

1707 LOHOW~AT!<I BUft.DlNG 1808 7T14A.YlNUIi. Sum \212 
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LBGISLATrvB UPDATE 

Congressman Stokes recently introduced legislation, H.,l: Res. 136, designating April 1993 as 
National Mrican American Health Awareness Month!' The Resolution recognizes the need for 
national attention to the serious health problems which!i impact the African American 
community in particular. As outlined in the 1985 Rqx>rt 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 minonties ~uffer nearly 60,000 deaths annually. 
That figure has now skyrocketed to approximately 75,000 deaths each year. 

. The Stokes' Resolution fmds historical precedent in a rpreviOUS effort by Booker T. 
Washington. In 1915, Washington instituted the obseFYance of "National Negro Health Week". 
This initiative was a response to the then health carell crisis of African Americans and became 
precedent for a nationwide commemorative.. Under thp direction of the U.S. Public Health' 
Service, from 1932 through 1950, "National Negro He:aIth Week" was observed during the fmt· 
week of April. House Joint Resolution 136 adopts ~e month of April in recognition of this 
observ~n~. ~e measure is pendipg consideration byl; the House Committee on Post 9ffice 
and CIvil ServIce. . I; 

In addition, the Department of Health and Human Sefvices bas selected the National 
Medical Association to lead its initiative in bringing tJUs problem to the forefront. The 
National Medical Association will lead health and civic organizations across the United. States 
in health promotion and· disease prevention efforts that!: address this serious issue. 

I 

.......... ~ . 

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 Nffi bill reauthoriZes several of the research institutes at 
Nffi and establishes other authorities under Nffi. ~¢ bill incorporates several provisions 
that Congressman Stokes offered in legislation during last year's deliberations on NllI 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 Nffi bill requires that minorities and II women 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 be inappropriate under the circumstances specified by 

the Director of Nffi. Ii . 


:< 

The legislation also provides for the establishment of ra scholarship and loan repayment 
program to address the continued under-representation of individuals from disadvantaged 
backgrounds pursuing careers in biomedical research m)d in mid-level and senior scientific 
and administrative positions at NIH. Such a pro~ allows Nffi to enhance it ability to 
recruit arid retain scientists and administrators while mcreasing their representation of 
individuals from disadvantaged backgrounds within theil; professional force. 

A key provision of the Nffi measure is the statuto~1 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 p1ari: to implement NIH's minority health 
initiative. Through this office, NIH can work to meet its goals of improving health in 
minority communities and attracting minorities into ~rs of medicine and research. 
Congressman Stokes was the catalyst behind the creatipn of this office in 1990. 
The NllI Reauthorization Act is awaiting House and I~enate conference action. 


