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MEMORANDUM

TO: Hillary Rodham Clinton o January 23, 1993
FR: Chris J. ~ ‘
RE: Tomorrow's Congressional Leadership Meeting

cc: Melanne D

Pat Griffin and Steve asked me to draft'up the memo that they are
providing for the President in preparation for ‘tomorrow's meeting with Speaker
Foley and Majority Leader Mitchell. In case. you have not yet seen it, [ am
attaching a copy of it for your use.

Late Breaking News: Based on my conversation with Senator Mitchell's
Chief of Staff today (John Hilley), it is my hunch that Senator Mitchell may say
that our desire for something close to simultaneous action on the legislation
- from the two chambers may be desirable, but may not be overly realistic. (If he
does not say it, he probably believes it.) There are at least a few reasons why
Senator Mitchell might come to this conclusion

(1) the Senate almost always acts after ?the House and he may feel he

cannot deliver on such a commitment; ' ‘

(2) the Finance Committee does not have the staff capability to produce a
product without a House version to Work off of; and

(3) the fact that, unlike the House, the Senate will need signiﬂeant
Republican support to pass a bill will slow down the process beyond
what is necessary for the House.

Regardless, it is still important to explore this option and the other
coordination issues the memo raises with the Leaders. It will give you an idea
as to how much they, and particulary the Speaker, will get engaged and want
to press (and coordinate with) his Chairmen in the upcoming legislative
process. '

You may also want to take this opportunity to get a read from Senator
Mitchell as to where he believes Senator Dole is (and, more importantly, will
be) over the next several months on the health care issue. Understanding that
politics complicates all of this with regard to Dole, does Senator Mitchell have
any suggestions as to how to interact with the Minority Leader for the early
part of the Senate deliberations?



On a related note, because of the need for Republican Senate support,
you may wish to ask Senator Mitchell (or he may ask you and the President)
about how soon we should re-engage our visible bipartisan outreach effort
with Republicans. (As you may know, we have been conducting numerous
separate briefings with the Senate Finance and Senate Labor Committee staff;
at our request, and that of the Committees, they have all been bipartisan.)
More specifically, when you discuss the proposal for a meeting with the
. Committee Chairs, Senator Mitchell may suggest that we start thinking about
integrating the Republican Ranking Members for these discussions. (The
House Chalirs probably won't like this at least right away, but I agree that we
must get Dole, Chafee, Packwood and Kassébaum in here very soon.)

On a somewhat unrelated matter, I am also attaching a draft of our
latest analysis of the impact of the Health Security Act on the State of New
York. As you will note, we come to the conclusion that New York does quite
well under reform.

We plan to brief Senator Moynihan's staff on our findings tomorrow
afternoon at 4:00. (While Governor Cuomo's office will almost assuredly
dispute our findings, we believe that at least Senator Moynihan's staff will be a
bit more receptive; I will be at that meeting and will give you and Melanne a
reaction assessment.) This type of information will not be available for every
. State prior to the NGA meeting, but we will have an overall impact assessment
on the States, as well as some internal analysis on some key States that John
Hart anticipates that you and the President would like to have on hand.
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THE WHITE HOUSE .

WASHINGTON

January 22, 1994:

MEETING WITH SPEAKER FOLEY AND MAJORITY LEADER MITCHELL

DATE: January 24, 1993
LOCATION: Oval Office
TIME: 3:00 pm .
FROM: Pat Griffin

PURPOSE

L To refocus the Congressional Leadership on health care.

. To jointly develop a specific legislative action timetable and strategy that,
while somewhat flexible, will provide the Administration, the Leadership
and the Committee Chairmen the guidance and discipline necessary to pass
a signable bill.

. To attempt to get the Leadership to agree to establish a mechanism that
simultaneously coordinates ongoing policy and strategic modifications
between Committee Chairs.

L To outline the role the Administration currently plans to play in the
legislative process and to seek feedback to it.

° To obtain guidance about how we can best ensure a successful follow-up
meeting with the Leadership and the five Committee Chairs of primary
jurisdiction over health legislation. -

BACKGROUND

Looking at the constrained legislative calendar, noting that Members are diversely
positioning themselves as it relates to health care, and keeping in mind the
politics of any election year, it is clear that the Congress must be kept on a tight
and well orchestrated timetable in order to produce a product that achieves the
universal coverage/affordability marker that has been laid out by you and the
First Lady. The Congress will not be responsive to this challenge unless the
Leadership is invested and has agreed upon a reasonable timetable and strategy
that, while somewhat flexible to currently unforeseen developments, serves to
discipline the process. This meeting has been designed to facilitate this outcome.



AGENDA ITEMS

1. Timetable. Develop an agreed upon and fairly specific (but internal)
timetable for Congressional actions (i.e, Committee mark-ups, floor
schedule, conference, etc.) and a strategy about how best to stick to the
schedule. (Inherent in this discussion is an understanding that, even if you,
the Speaker and the Majority Leader are in agreement, the strategy must
also be sold to -- and accepted by -- the five Chairmen as well.)

The easiest way to get a timetable agreed upon is to work backward with
the Speaker and the Majority Leader. While the best outcome would be to
have a bill to your desk by the August recess, a much more realistic goal is
to have it pass both chambers and be in conference by that timeframe.
(Attached is a one page legislative calendar that outlines such a scenario.)

Although finalizing a conference agreement and passing it through both

Houses will be extremely challenging, the most difficult hurdle will be

getting the bills into conference. As such, the primary focus of your

conversation should be on how best to get the bills out of the Committees

and onto the respective chamber floors for a vote on an acceptable . 7
legislative product. (A background on this process is attached for your
review.) Any significant delay in this process will serve to either make it
impossible to complete Congressional action prior to adjournment or will
produce a substandard product (because opponents will have greater
leverage in undesirably modifying the bill.)

a

2. Process Strategy to Work Within Timetable. There is no question that
many House Members live in fear of being whip-sawed by the Senate if

they are forced to move first and take a tough political vote on health care,
particularly in this election year. They have no interest in witnessing a
repeat of what they feel they went through in last year's budget process.

To be responsive to the understandable concerns of the House, we
recommend that you push the idea of a simultaneous, bicameral
Committee and floor vote strategy. If the Senate Finance Committee, and
thus the Senate as a whole, delays their action well beyond House
Committee/floor action, we fear that there is a realistic possibility that the
House will report out bills that they believe will not place them in a
political vulnerable position (i.e., a significantly and unacceptably watered
down bill).



There is little doubt that our simultaneous Congressional action
recommendation conflicts with the institutional history of the Senate and
the make-up of the Finance Committee, and it will be difficult to
implement. Having said this, we believe it is still essential to attempt this
because (1) we believe that a bill you are satisfied with might not be
produced without this approach and (2) even suggesting it at least signals
to the House that we are sensitive to their legitimate concerns.

Consistent with the concept of working concurrently with the Committees is
a need to coordinate substantive policy modifications with the Committee
Chairmen. If Committees report out completely opposite approaches,
marrying the policy within the Rules Committee (and on the floor in the
Senate) will be made extremely difficult. The only people who have a
chance to even raise this Committee coordination concept with the
Chairmen are their Leaders. We recommend that you raise this concept
with Speaker Foley and Majority Leader Mitchell as something that seems
desirable and ask them whether they believe it is feasible. The optimal
outcome from this proposal would be an agreement to establish a
bicameral, Committee Chairmen coordination mechanism. A chamber
specific coordination approach would still be a great step forward.

Administration Role. It is important that you and the First Lady define
the role you feel would be best to play throughout the legislative process,
with a particular emphasis on the next two months or so. In so doing, you
may wish to describe how you feel that the most useful contribution you
can make to the work of the Congress is to keep the public debate focused
on the fact that there is a health care crisis and that employer-based

" universal coverage is the only viable solution.

We would recommend that you reiterate that you have no desire or
intention to micromanage the process because you feel it would be
counterproductive for the Administration to be involved in the day to day
actions/decisions of Committees. This does not mean the Administration
is not engaged in the work of the Committees; it does mean, however, that
it is a role that is primarily technical and behind the scenes until later in
the process. You want to make sure, as we suspect is true, that they agree
with this strategy.



IV.

4. Preparation for Chairmen’s Meeting. The meeting should not conclude

until you discuss how best to prepare for the next meeting with the
Committee Chairmen. We would recommend that you seek their advice
about the most appropriate timing, setting, and agenda of the Chairmen's
meeting. You may also wish to solicit Leadership's assessment of where
the Chairmen stand on the ability to report out comprehensive health
reform bills.

PARTICIPANTS

The President

The First Lady

Speaker Foley and his staff, George Kundams

Majority Leader Mitchell and his Chief of Staff, John Hilley
Pat Griffin

Harold Ickes

- Ira Magaziner

Steve Richetti

George Stephanopoulos

Melanne Verveer

SEQUENCE OF EVENTS

Members and staff arrive at 3:00.

The President opens-up meeting and calls on the First Lady to make a few
remarks about how appreciative she has been for all the past advice and how
much we will need the Leadership's assistance throughout the upcoming
challenging process.

The President briefly outlines the four agenda items that he would iike to discuss
and opens up the discussion with the Speaker and the Majority Leader.

PRESS PLAN

Closed press. (White House photographer will be present.)



POSSIBLE HEALTH CARE TIMETABLE

January 1 to January 31

Activities:

¢ Committee Staff/Meetings with Administration (ongoing)
e President convenes meeting with Leadership

¢ State of the Union

e Hearings continue

¢ Meeting with Chairmen

February 1 to March 31
Activities: Recess: February 14 - February 22

¢ Hearings continue
¢ Subcommittee mark-up begins (House Committees)

April 1 to May 31

Activities: Recess: March 28 - April 10
' : May 27 - June 7

e House full Committee mark-ups

Senate Finance and Labor Committee mark-ups

e Leadership reconciliation of different bills (if bills
reported out) ’

e House Rules Committee mark-up

June 1 to June 30

Activities:
¢ House and Senate/House Rules mark-ups (if not done already)
e House floor consideration and final vote
e Senate floor amendment marriage (between Labor & Finance)
¢ Senate floor consideration
July 1 to August 14
Activities: Recess: July 1 - July 10

August 15 - September 6

e Senate floor vote no later than mid July
¢ House and Senate conference commences no later than late July

August 15 to October 7 (Target Adjournment Date)
Activities:

e Conference Report/House and Senate floor vote
e Final passage
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CONGRESSIONAL ACTION PROCESS FOR HEALTH REFORM

Since health care legislative jurisdiction is divided among several committees in
‘both the House and the Senate, it will be necessary for different, and perhaps conflicting
approaches to be stitched together before legislation is brought to the full House and
Senate for a vote in the spring. This process will require several weeks after the bill is
reported from the committees. The process will require leadership both from the
Administration and from Congressional leaders, but the Committees must also be
permitted enough room to work out issues independently, and to win a majority in each
committee. The Administration must avoid attempting to micro-manage at each
Committee, while at the same time providing the technical support and prodding without
which the process is likely to bog down.

In the Senate, Majority Leader Mitchell has the authority and responsibility to
schedule the timing and substance of what is brought to the floor before the full Senate.
In so doing, he (working closely with the Administration, Chairman Moynihan and
Chairman Kennedy, as well as —— hopefully —— Republican Leader Dole) must decide
what provisions will go into a Leadership amendment to the bill (S. 1757) pending on the
Senate calendar. :

As of this writing, it is unclear whether the Finance Committee and the Labor and
Human Resources Committee will be able to work out an amicable agreement on a
division of jurisdictional responsibilities. Regardless, the advantage we have going in is
that the Majority Leader has very good working relationships with the two Committees and
can be counted on to push the Chairmen and the Committees, to the degree necessary,
to report out their versions of the legislation in a timely manner.

Should there be an unacceptable delay in reporting out the bill, the Majority Leader
can always call up the bill directly off the Senate calendar, amend the bill himself and call
it up for Senate consideration. (Obviously, this would not be the most preferable action
because it would bypass the Committee process and signal a significant lack of
~consensus.) Under any scenario, at some point during Senate floor deliberation,
Republicans will engage in a fillibuster. As a result, a 60 Member vote will be necessary
to get to get final passage through the Senate.

In the House, the process will be managed by the leadership through the Rules
Committee, which will determine what version goes to the floor, as well as the content
and order of amendments that will be permitted on the floor. In the event that any one
Committee is unable to report out a full version of the health care plan, the version going
to the floor could reflect the high water mark rather than the least common denominator,
with the burden then on the opposition to muster a majority to amend the package.



It would be ideal for the Committees to track each other closely, but if they are
unwilling or unable to coordinate, the Rules Committee can still fashion a single new bill
representing a negotiated agreement, if the leadership is willing to use the powers of the
Rules Committee. Since the leadership has firm control over the Rules Committee,
provided we maintain a majority in the full House, a bill could not be held hostage even
- if a problem develops in one or another committee.. In the event that a Committee is
unable to muster a majority to report the bill to the floor, the Rules Committee could
report out a rule that would discharge the Committee from further consideration and clear
the bill for floor consideration nonetheless. :

Since a rule only requires a majority of votes, not unanimous consent or a
supermajority, even substantial opposition would not present an insurmountable obstacle
to floor consideration. _ ‘

The process of reassembling a bill at the Rules Committee will involve many of the
most significant decisions and the Administration will want to play a substantial role in the
negotiations. To preserve our ability to help shape the final product sent to the House
floor, it would be preferable to avoid making unnecessary commitments during earlier
committee consideration. It is inevitable that many issues will be revisited when the bills
are stitched together again by the leadership at the Rules Committee. Atthe same time,
the Administration will need to provide constant prodding to keep the process.moving
along, and on many occasions, we will need to help committees develop alternatives to
keep the process moving along.

Once the bills pass both Houses, the conference will represent another test for the
-Congress-and the Administration. It is our expectation that the conference will last
through the summer and into most of September. And, as is typical with the Congress,
only the prospect of the end of the session and the pressure from Members desiring to
adjourn to attend to reelection efforts will produce the conference agreement.

Our success in influencing the conference process will depend on the degree to
which we were able to establish productive working relationships with the Committee
Chairmen and the Leadership earlier in the legislative process. To the degree this
occurs, the Chairmen will call on us to referee conflicting opinions and positions. It will
also open the door for us to put pressure on the conferees to conclude the agreement
prior to Congress going out of session.



MEMORANDUM

TO: Clinton Administration Health Team
FR: Chris Jennings and Steve Edelstein, Health Transxtlon Staff
RE: Meetings/Outreach Report

DATE: January 24, 1993

Durning the last two months, the Health Policy Transition Team reached out to as many
individuals and groups as possible who are interested in contributing to or affecting President
Clinton’s health care reform initiative. The outreach effort that I chaired was aimed at the
various and multiple interests of the Members of Congress, the Governors and non-executive
‘branch state and local governments, aging/long term care/prescription drug coverage
advocates, small businesses, and pharmaceutical interests. Bruce Fried met with virtually
- every other interest group that does not fall under these categories. His report is being
forwarded under separate cover.
: {
Meetings were held with numerous individuals and/or organizations, either individuaily or in
. groups. The meetings had several purposes:

1. Informing individuals and/or groups about the structure and personnel of the
Transition and the Health Policy Team.

2. Informing them about the President-elect’s position on health care reform,
basically a reiteration of the Campaign position.

3. Obtaining the views of the participants & making specific requests for their advice
and recommendation on various policy issues. In all cases, those who
expressed a concern about a particular issue were requested to provide their
position and any alternative policy recommendation, in writing, to the
Transition Team. Policy recommendations submitted by groups were

forwarded to the group within the Health Policy Team for their consideration.

4. Focusing participants on high priorities, rather than laundry lists. Discussing
the need for everyone to make contributions/sacrifices for health care reform
to get enacted. In that regard, asking them to be part of the solution and not
part of the problem. (Almost without exception, this message was heard and
well received).

Files containing any pertinent notes on these meetings, or containing written materials
submitted by the individuals or groups, are being transferred to appropriate offices within the
Administration. A listing of the individuals and/or groups we met with, along with a bnef
summary of their general health care position, can be found on the followmg pages.



R AL OUTREA

1. Congressional Leadership
Senate

George Mitchell, Senate Majority Leader
Bob Dole, Senate Minority Leader (through staff)
Senator Moynihan, Finance Committee Chairman '
Senator Bob Packwood, Finance Ranking Republican Member (through staff)
Senator Kennedy, Labor and Human Resources Chairman
Senator Nancy Kassebaum, Labor Ranking Republican (through staff)
Senator Jay Rockefeller, Finance Medicare Subcommittee Chairman
Senator Dave Durenberger, Finance Medicare Subc. Ranking Republican
Senator John Chafee, Finance Medicaid Subc. Ranking Republican (through staff)
Senator David Pryor, Aging Committee Chairman and Secretary of the Senate

House

Speaker Foley (through staff)

Minority Leader Michels (through staff)

Richard Gephardt, House Majority Leader (through staff)

Newt Gingrich, Republican Whip (through staff)

Congressman Dan Rostenkowski, Ways and Means Chairman

Congressman Bill Archer, Ways and Means Ranking Republican (through staff)

Congressman John Dingell, Energy and Commerce Chairman

Congressman Norman Lent, E&C Ranking Republican (through staff)

Congressman Pat Ford, Labor and Education Chairman (through staff)

Congressman Pete Stark, Ways and Means Health Subcommittee Chairman

Congressman Henry Waxman, Energy and Commerce Health Subc. Chairman

Congressman Pat Williams, Labor and Education Subcommittee Chairman
(through staff)

Policy Positions: First, as it relates to the Democratic Leadership, there was a very
encouraging willingness and desire to work in concert with the new Administration to
develop a heaith reform proposal. As a sign of this cooperation, with the exception
of one representative (Pete Stark), all agreed to hold off on introducing initiatives that
could potentially signal that the Democrats were heading in conflicting directions.

The Democrats mentioned above, most particularly the two Majority Leaders, felt that

the only way an inevitably controversial and complex health care reform bill could
make it through the Congress would be for all or most of the Democratic Leadership

2



" to get behind a relatively detailed and unambiguous health care proposal pushed by
the new President. A process by which this could be achieved was established by the
Transition Team. An agreement to have regular and_substantive meetings was
reached and, at the conclusion of the Transition, many of these meetings were
‘deferred until the major health care players of the new Administration were in place.

Although there are widely varying opinions on how to proceed with health care
reform, the likelihood of success in achieving a sufficient amount of support in the
Congress for a Clinton health reform plan seems good as long as careful and
consistent consultation takes place among the members and particularly the leadership.
In preparation for the Committee Chairman’s meeting with the then President-elect, a
brief memo on their current reform positions was drafted and is attached for your
review. In addition, a detailed summary of the Senate Finance Committee members
background in the health care area, which was produced for Secretary Shalala for her
confirmation hearing is also attached for your use. °

. Outreadl to Rest of the Congress:

Senator Max Baucus (Dem. - Montana)

Senator Jeff Bingaman, (Dem. - New Mexico)

- Senator David Boren, (Dem. - Oklahoma) through staff
Senator John Breaux (Dem. - Louisiana) through staff
Senator Tom Daschle (Dem. - South Dakota)

Senator Bob Kerrey (Dem. - Nebraska)

Senator Howard Metzenbaum, (Dem.- Ohio)

Senator Donald Reigle (Dem. - Michigan) through staff
Senator Paul Wellstone, (Dem. - Minnesota) '
Senator Harris Wofford (Dem. - Pennsylvania)

Congressman Mike Andrews (Dem. - Texas)
Congressman Xavier Becera (Dem. - California)
Congresswoman Cardiss Collins (Dem. - Illinois)
Congressman John Conyers (Dem. - Michigan)
Congressman Jim Cooper (Dem. - Tennessee)
Congressman Kika de la Garza (Dem, - Texas)
Congressman Harry Johston (Dem. - Florida) .
Congressman Jim McDermott (Dem. - Washington)
Congressman Robert Menendez (Dem. - New Jersey)
Congressman Solomon Ortiz (Dem. - Texas)
Congressman Bill Orton (Dem. - Utah) ,
Congressman Bill. Richardson (Dem. - New Mexico)
Delegate Carlos Romero-Barcelo (Dem. - Puerto Rico)



Congresswoman Lucille Roybal-Allard (Dem. - California)
Congresswoman Louise Slaughter (Dem. - New York)
Congressman Charles Stenholm (Dem. - Texas) through staff
Congressman Louis Stokes (Dem. - Ohio)

Congressman Mike Synar (Dem. -- Oklahoma) ,
Congresswoman Nydia Velasquez (Dem. - New York)
Congressman Ron Wyden (Dem. - Oregon)

Congressional Black Caucus
Congressional Hispanic Caucus
Senate Rural Health Caucus

Policy Positions: Obviously there is and there will continue to be a wide range of opinions
relating to national health reform amongst this group. Almost without exception, however,
these particular members are committed to achieving the goals of cost containment and
universal access. In attempt to reach out to all members of Congress, regardless of their past
or current positions, the Transition Team sent a memorandum to every member soliciting .
suggestions and the names of key staff contacts.. This communication was extremely well
received, particularly among the Republicans.

TATE AL INTERESTS:
1. Governors
National Governors’ Association.

Governor Lawton Chiles (Dem. - Florida)
Governor Howard Dean (Dem. - YVermont)
Governor Jim Florio (Dem. - New Jersey)
Governor Roy Roemer (Dem. - Colorado)
Governor John Waihee(Dem. - Hawaii)
Governor David Walters (Dem. - Oklahoma)

Policy Positions: Governors have a great interest in working collaboratively with
President Clinton in the development of a health care reform proposal. Their priorities are
that any proposal contain significant state flexibility in terms of state administration, cost
containment, and personnel and technology distribution. Those states who have
comprehensive state-wide reform proposals in place consistently argued that efforts aimed at
passing a national reform initiative should not hinder the development of state plans. The
transition team, in consultation with the NGA, incorporated the governors and their
representatives into the policy work groups that were established. Lastly, although not
related to comprehensive reforms, almost all Governors would also like to see immediate
Medicaid financial and administrative relief provided to the states.

4



2. Other State and Local Officials
Association of Attorneys General
American Public Welfare Association
City Managers Association
National Association of Counties
National Association of State Treasurers
National Association of Towns and Townships
National Caucus of Black State Legislators
National Conference of State Legislatures
National League of Cities
U.S. Conference ’of Mayors

State Senator Robert Connor (Rep. - Delaware)

State Representative Art Hamilton (Dem. - Anzona)

State Representative Tom Mason (Dem. - Oregon) :

State Representative Karen McCarthy (Dem. - Missouri)
State Senator Cindy Resnick (Dem. - Arizona)

State Representative David Richardson (Dem. - Pennsylvania)

Policy Positions: Policy ﬁositions extremely similar to the Governors. However,
they strongly believe that they have an important and unique perspective, separate and apart
from the Governors that should be incorporated into the policy development process.

IN NG TERM CARE/P RIPTION DR ADV TES:

1. Consumer Groups

AIzhexmer s Association

American Association of Renred Persons

Consumers Union

Families USA

National Association of Area Agencies on Aging

National Committee to Preserve Social Security and Medicare
National Council of Senior Citizens

National Council on the Aging

‘In addition, met in group settmgs with:

The Leadership Council of Agmg Orgamzatlons (32 national aging organizations)
The Long Term Care Campaign (representing 137 cooperating Organizations
Save Our Security (representing over 100 organizations)
Generations United (representing numerous aging and children’s advocates)



Policy Positions: Almost without exception, all of these visible and potentially
powerful interest groups are assuming -that there will be a prescription drug benefit
for both the under and the over 65 population. (They repeatedly cite Clinton
campaign pledges to make this happen). They also are relatively confident, based on
campaign rhetoric, that strong drug cost containment be applied to these benefits so
that beneficiaries and taxpayers are not saddled with overwhelming premium costs.
They are so certain that the drug benefit coverage and cost containment campaign
pledges will be met that they did not even spend much time lobbying for them.

The primary two-pronged theme emerging from these meetings is that long term care
cannot be forgotten, so don't assume that a drug benefit will suffice. Once again, .
they cite campaign pledges to meet the long term care need. The room for
compromise in these groups’ positions with regard to long term care is that it can be
phased in over a period of time. In fact, it appears that most would be satisfied with
a home health benefit, which includes personal care assistance services for the
disabled, that sets up a process as to how to deal with the institutional (nursing home) .
long term care shortcomings in the current system. :

2. Provider Groups

National Association for Home Care

American Health Care Association (Nursing Homes)
American Association of Homes for the Aging
National Institute on Adult Daycare

Policy Positions: The long-term care provider groups generally support health care
reform. None are strongly wedded to a particular approach. Instead, they are
looking to win points from their accommodating position on health care reform which
they can parlay into the inclusion of some kind of long-term care program as part of
the health care reform effort. Most would accept a less than comprehensive long-
term care benefit if it contained some coverage for the services provided by their
membership. The only significant exception to the above, is that home care providers
are now strongly advocating the inclusion of home care services within any minimum
benefit package for the under 65 population.



SMALL BUSINESS INTERESTS:

National Association of Life Underwriters (Insurance Agents)
National Federation of Independent Businesses '
National Small Business Legislative Council

National Small Business United
U.S. Chamber of Commerce

Policy Positions: A sizable segment of the small business community will oppose any
reform plan that includes a mandate. They view it as an unwarranted intrusion by
government on the operation of their business. But the response of the majority of small
businesses will hinge very strongly on the timing of the phase-in schedule, particularly the
relation of the mandate to implementation of cost controls. Small businesses will complain
most bitterly if the mandate precedes any significant effort to reign in private market
insurance costs. They may offer grudging support for the plan if cost controls are in place
prior to the mandate.

In a significant recent development, the National Small Business Legislative Council
has signaled their willingness to consider a mandate if the cost issue is adequately addressed
and small businesses are not unduly burdened (i.e. they receive sufficient subsidies).
However, Small Businesses United, previously considered the more liberal small busmess
group has not indicated any change of their position in opposition to a mandate, instead
favoring a broad surtax on income to finance expanded access to health care. the most
visible and influential small business advocacy group is without question the National
Federation of Independent Business. Although our meetings with them have been non-
confrontational and constructive, it is highly unlikely they will see it in their interest to
support any health care plan that includes an employer mandate.

The National Association of Life Underwriters is particularly concerned with the role
of independent insurance agents after the reform plan goes into effect. They fear that with
health insurance purchasing cooperatives, the role of independent insurance agents will be
obsolete and most will be forced out of business. They have suggested the purchasing
cooperatives be permitted to contract out with agents to sell the approved policies.



1. Drug Manufacturers

Merck
Johnson and Johnson
Pfizer
Schering Plough
SmithKlineBeecham
Syntex
Eli Lilly

Searle

Marion Merre!l Dow

Policy Positions: The industry has initiated conversations about a voluntary drug
price agreement in which drug manufacturers would keep their price increases to at or below
the general inflation rate. It is their desire to use this proposal as a substitute for much more
intrusive and unappealing government cost containment intervention. They also have come
out in support of the concept of managed competition as another market-based and acceptable
approach to containing costs. Merck and a few other companies acknowledge that their
remain outstanding issues on their voluntary price constraint proposal including a lack of an
enforcement mechanism, an assurance that all companies would enter such an agreement, and
the a concern that the price constraints would not be extended to all purchasers, particularly
non-managed care purchasers. The industries infatuation with the voluntary agreement and
managed competition does little or nothing to address and contain the prices of new drugs.
This is particularly the case with new drug products that have no therapeutic alternatives and
for which there can be no competition. '

2. Generics
Generic Pharmaceutical Industry Association
National Association of Pharmaceutical Manufacturers
- National Pharmaceutical Alliance

Policy Positions: These associations, representing numerous generic companies, do
not want to be singled out as the bad guys of the pharmaceutical industry. They argue
persuasively the they are not contributing to drug price inflation. Their primary request is to
~ insure that they be treated differently than the name brand manufacturers and, in fact,
protected to insure that they continue to provide a cost-effective alternative to name brands.
They obviously do not have major concerns about limitations on new drug prices.



3. Biotech Interests
Industrial Biotechnology Association
Roche Pharmaceuticals ‘
T Cell Sciences, Inc.
Novo Nordisk
Genetech, Inc.
Synergen, Inc.

Policy Positions: The biotech industry has one primary concern related to drug
prices: the regulation of prices of new drug products. They feel that any such regulation will
not only constrict but may eliminate them as an industry because they live or die on their
ability to produce new products over the next several years.

4. Pharmacists

American Pharmaceutical Association

American Society of Consultant Pharmacists
National Association of Chain Drug Stores
National Association of Retail Druggists

Policy Positions: These organizations represent a relatively diverse and
comprehensive cross section of the nation’s pharmacists. They have yet to agree on a unified
position but in general all agree that a minimum benefit package should cover pharmacist
services. they argue that such services are cost effective because they assure appropriate
compliance and help guard against expensive adverse drug reactions. They also appear to be
moving toward a position that at least on a temporary basis assures that all pharmacists who
provide covered services are protected from being excluded by insurers attempting to
contract with selected individual pharmacists.

5. Purchasers

Group Health Association of America
American Society of Hospital Pharmacists

Policy Positions: These groups, like other hospital or HMO based purchasers
requested that any health reform protect their ability to continue to negotiate using manged
competition methods, such as the use of drug formularies. They therefore oppose the use of
a provision like the Medicaid "best price™ law to contain the cost of any other purchaser
such as Medicare (they fear that a requirement to provide the best price to the Medicare
program wil harm their ability to negotiate freely with drug manufacturers). Lastly, one
cannot have a discussion about prucahsers without mentioning consumers, please refer to
aging/long term care/prescription drug advocates section above.



MENTAL HEALTH INTERESTS:

American Academy of Pediatrics; American Psychiatric Association
American Psychological Association : '
Child Welfare League of America

Mental Health Law Project '

Mental Health Policy Resource Center

National Alliance for the Mentally Ill

National Association of Community Health Centers

National Association Psychiatric Treatment Centers for Children
National Association Social Workers

National Council of Community Mental Health Centers

National Mental Health Association

Policy Positions: The mental health groups (the Mental Health Liaison Group--a
coalition of 25 plus groups, including the American Psychiatric. and Psychology
Associations, National Alliance for the Mentally Ill, National Mental Health
Association--supports nondiscrimination between mental health and other health
benefits for patients and are focused on eliminating what they feel are the artificial
limits, e.g., 20 visits, etc, on counseling type services. Note that the National
Alliance for the Mentally Ill believes that the health reform plan must focus first on
the most needy and severely ill.

Groups insist on the importance of coordinating national reform with existing
federal, state and local community health systems. To build capacity in communities
to meet mental illness needs, they recommend: expanding mental health block and
PATH grants, usmg community mental health block grants to enhance state integrated
comprehensive service plans for individuals, improving community services with
demo programs, and developing processes to assure coordination of CMHS services
development and support.
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MEMORANDUM

FROM:  Bruce Fried

RE: - Transition Health Policy Group Outreach Effort
Positions of Various Groups

DATE:  January 24, 1993

During the Transition, the Health Policy Team aggressively reached out to virtually every
sector interested in reform of the nation’s health care system. Meetings were held with the
following organizations, either individually or in groups. The meetings had several
purposes: o

l. Informmg groups about the structure and personnel of the Transition and the Health
Policy Team.
2. Informing groups about the President-elect’s position on health care reform, basically

a reiteration of the Campaign position.

3. Obtaining the views of the groups and making specific requests for their advice and
recommendation on various policy issues. In all cases, groups which expressed a concern
about a particular issue were requested to provide their position and any alternative policy

recommendation, in writing, to the Transition Team. Policy recommendations submitted by
groups were forwarded to the group within the Health Policy Team for their consideration.

Files containing notes on these meetings with additional materials are being transferred to

~ appropriate offices within the Administration. Summary of interest group positions follow.

Chris Jénnings has prepared a similar memorandum covering meetings he had with
pharmacuetical interests, small employer groups, states, Congress aging advocacy
organizations and long term care groups.

i



LABOR
AFL-CIO
Service Employees International Union
AFSCME
United Auto Workers .
National Education Association
International Ladies Garment Workers Union
Retail, Wholesale, and Department Store Union
Building Trades Department, AFL-CIO
Communications Workers of America -
Teamsters
American Federation of Teachers
United Mine Workers of Amenca

Policy position: Labors position is fmrly stralghtforward In order to secure labor support,
the Clinton health plan must have a means of achieving a real, enforceable budget, must have
a mechanism for achieving universal access, and must assure a high-standard for quality
care. Union presidents advised that they are willing to go to their members for additional
taxes, but, adv1sed that they will aggresswely oppose the taxation of health care benefits.

Many unions have special concerns.. For instance, the UAW and the Steelworkers are
concerned' about the problems of retiree health coverage both from the perspective of their
retired members and from that of their employers who are bemg required to post unfunded
health care obligations as liabilities.

DlSABILITY GROUPS
The Arc
Epilepsy Foundation of America
United Cerebral Palsy Association
American Speech-Language-Hearing Association
American Psychological Association
National Association of Developmental Disabilities Councils
American Congress of Rehabilitation Medicine
AIDS Action Council

Policy Positions: The primary concern of disability groups in the design and details of the
core benefit package. As they put it, health care reform should be "non-discriminatory,"
should have comprehensive benefits, provided in an appropriate manner, with financing and
other burdens being equ;table

. The focus on managed care is a particular concern, the fear being that in a managed
care environment, the special needs of people with disabilities could be lost or ignored.



These groups are partlcularly concerned about and opposed to an Oregon style
approach: to resource allocation. .

HEALTH CARE ADVOCATES
National Senior Citizens Law Center
National Health Law Program
Families USA
- Health Care for America
National Leadership Coalition for Health Care Reforrn :
Healthca:e Leadership Council

Policy Positions: The two law groups have specxahzed expertlse in the health care needs for
low- mcome Americans, particularly with how the current) system operates in the real world.

The National Leadership Coalition and Health Care for America are both coalitions
committed to comprehensive health care reform. NLC is better established with business,
labor, provider and consumer participation (including Families USA). Its position is close to
that articulated during the Campaign. HCA is a vestige of the Kennedy health care effort.
While not as well positioned as NLC, its has a large number of important groups among its
members. HCA’s position will allow it to be supportive of the President’s efforts.

Families USA is an effective advocacy group with sophisticated grass roots and
communications abilities. It will support the President’s position with particular attention to
the coverage issues.

The Healthcare Leadershxp Council is a coalition of large insurers, pharmaceutical

- companies and for-profit hospitals. The organization opposes global budgeting and supports
a tax cap on benefits in excess of the core benefit package. They would use revenues from
the tax cap to expand access. They are strongly in support of managed competition as
articulated by the Jackson Hole Group. ‘

i
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SINGLE-PAYOR ADVOCATES

American Public Health Association

- Church Women United
Citizen Action
Consumers Union
Graphic Artists Union
International Brotherhood of Teamsters
National Association of Social Workers
National Council of Senior Citizens
National Farmers Union
National Hispanic Council on Aging
Neighbor to Neighbor

NETWORK: A National Catholic Social Justice Lobby

Oil, Chemical, and Atomic Worker Union
Physicians for a National Health Program
Public Citizen

United Cerebral Palsy Associations

United Church of Christ, Office of Church in Soc1ety

Umted Electrical Workers

Policy Pcsltlons: The single-payor advocates basically wis
their position. Since he does not, they would like for their,
enacted reforms so that the states can adopt a single-payor
recognize that they share the President’s objectives and wil

1h that the President would support
* to be sufficient flexibility in the
system. Most of these groups

| 'set aside

their ideology to support the President so. long as those objectives are not abandoned.

RELIGIOUS

Interreligious Health Care Access Campaign
National Council of Churches
United Church of Christ
United Methodist Church
Evangelical Lutheran Church in Amenca
Church Women United

US ;Cathohc Conference

Policy Position: These groups are very committed to univ

ersal access. While other issues

(financing, quality, etc.) are 1mportant universality is pnmary The USCC is also
fundamentally committed to progressive reform, but is also,opposed to inclusion of abortion
services in the core benefit package. The groups are not generally focused on the specifics
of the President’s position, though many in the IHCAC are single-payor advocates. The
church groups have not been particularly effective as health] care advocates, but might be

helpful as the debate becomes more real.




CHILDREN’S HEALTH ADVOCATES
Children’s Defense Fund
Child Welfare League
Association of Maternal and Child Health Programs
National Association of Children’s Hospitals and Related Insututlons
National Commission to Prevent Infant Mortality :
March of Dimes Birth Defects Foundation
Association for Care of Children’s Health
The Alan Guttmacher Institute
American Academy of Pediatrics
American College of Obstetricians and Gynecologis
American Nurses Association .
American Public Health Association
American Speech-Language-Hearing Association
Association for Retarded Citizens ;
American Association of University Affiliated Programs
Health and Medicine Council of Washington
National Association of Community Health Centers
National Center for Clinical Infant Programs
National Council of Community Hospitals
U.'S. Catholic Conference -- Department of Social Development
Virginia Perinatal Association
Women’s Legal Defense Fund

Pod

S

Policy Posmon These groups are primarily concerned w1th the inclusion on child specific
health benefits (pre and neo-natal care, well baby care, 1mrnumzan0ns etc.) in the benefit
package Other issues include universal coverage, access 0. medical care, and the problems
in the Medlcaid.program

MINORITIES
NAACP
National Urban League
National Council of La Raza
National Hispanic Advisory Committee on Health
National Congress of American Indians
Cherokee Nation
National Indian Health Board

Policy Positions: All groups were primarily concerned with universal coverage, with other
important issues being quality and cost containment. None of the groups were particularly .
focused on the President’s plan, except that the Indian groﬁps were concerned about the

implications for the Indian Health Serviceand meeting the needs of very poor and very rural |

populations. Hispanic groups are concerned that a manageld care model that does not address




the needs of a population that often shies away from contact with official offices will still not
have access to care.

ALCOHOL AND DRUG ABUSE
National Association of Alcoholism and Drug Abuse Counselors
Coalition for the Prevention of Alcohol Problems
American Academy of Family Physicians
National Coalition to Prevent Impaired Driving
Center for Science in the Public Enterest

Policy Posxtnon These groups were focused on inclusion of alcohol treatment in the benefit -
package, and supportive of a major mcrease in taxes on alcohollc beverages dedicated to
health eare 1mprovements :

EMPIX)YERS -- LARGE

National Association of Manufacturers
including Alcoa

Washington Business Group on Health

National Retail Federation (both large and small employers)

IBM

General Motors

Acme Steel

Bethleham Steel

Inland Steel

LTV

National Steel

Wheeling-Pittsburgh Steel

American Iron and Steel Institute

Erisa Industry Committee

Pepsico

Association of Private Pension and Welfare Plans

Johnson & Johnson

Policy Positions: I_arge employers are not monolithic in their position. The mature
industries (auto, steel, etc.) are supportive of health care reforms which effective control
costs, assure universal coverage, incent quality care. Others are opposed to the imposition of
budgeting strategles This opposition is essentially 1deolog1<‘:a1 though real problems are
~presented in how an effective budgeting approach could be developed and implemented.

Most large employers are supportive of the managed competition strategies articulated
by the President -- insurance reform, pooling for small purchasers, increased use of managed




. care delivery systems. Many support a tax cap on benefits, but would protect the tax
advantage for the employer, making excess benefits taxable as income for employees.

The vast majority of large employers self-insure and will want to protect their ability
to self-insure in a reformed health care system. Several groups have been asked to make
policy recommendations on how self-insurance could be maintained without damaging the
President’s plan. As of this date none have been received.

INSURERS

Health Insurance Association of America

Policy Posmon After regularl y opposing any kind of comprehenswe reform,
HIAA now has staked out what can be considered a negotiating position. On access HIAA
would require employers to offer, but not pay for, a plan, and offer payroll deduction so that
employees can purchase the coverage. A gradual phase inof a mandate might be acceptable.
On cost containment, HIAA's position is that providers must use uniform rate setting
methods with all payors. On HIPCs, HIAA likes existing assocxatlon type schemes.
Believes HIPCs should be tried but should compete agamst]other ‘pooling arrangements.
Want federal preemption of state anti-managed care laws. Support a tax cap. Opposed to
budgeting.
Large Insurers:

Aetna

Prudential

Cigna

Travelers

Metropolitan Life Insurance Company

Policy positions: These very large companies generally su pport managed competition
strategies, favor expanded managed care (all are deeply mto managed care), favor HIPCs
(but should be exclusive), favor a tax cap, oppose global budgetmg, and support insurance
reform (ban on preexisting condition exclusions, community rating but with geographic and
age bands, single claims forms). They favor tort reform. 'I,‘hey are concemed about the
impact of a mandate on small employers and that subsidies could lead to rate suppression.
All these ccmpanies are members of the Health Leadchhip*Council and HEAL, coalitions
which support "pure” managed competition. Travelers p‘referred to keep controls on the
public sector and let managed competition be tested in the pnvate sector. Travelers is also a
leader in electronic data and will soon have terminals at every provider in CT. Health Policy
Alternatives have been retained by these companies to see if a budgeting mechanism can be
found to work with managed competition.




 Mid Range Insurers:
Massachusetts Mutual
New York Life.
Mutual of Omaha
General American Life
Phoenix Home Life

Policy Position: These companies are all members of HIAA and generally support its
position. Many are in the small group and individual market and are concerned about
loosing that business. New York Life made a very effective presentation that managed
competition is essentially a change in the market with a focus on employees/consumers.
Their entire marketing is targeted to employerslpurchasers%. NYLife argues that the Clinton
plan should not take employers out of this picture in making coverage purchase decisions. It
- argues that insurers be allowed to operate outside HIPCs but be subject to all the same rate

~ and access regulations. NY Life argues (like some of the larger insurers) that association
coverage should be permitted under a new plan. Mutual of Omaha supports an employer
mandate. MoO prefers an all-payor system to budgeting gilven the complexity of budgeting.
MoO has a position similar to NY Life, supporting allowing insurers to play outside a HIPC
but with the same regulations so that it can sell to individuals. MoO raised concerns about
the solvency of insurers is small insurers drop out and the [number of covered lives is
expanded. A

" BlueCross BlueShield Association

Policy Position: BC/BS has a more progressive position than their commercial counterparts.
They support 1) insurance reform (rating/preexisting condition bans), increased managed
care, administrative simplification, 2) moving the market to community care networks with
obligations that the percentage of people in AHPs increase each ‘yea.r Also would require
employers to continual increase %age employees in AHP each year in order to keep their
deduction.! 3) cost containment -- may support targets with triggered caps: see IOWA plan

Dental Insurers
Delﬁa Dental Plans

Policy Poéition* Two concerns: 1) tax cap may have unintended consequences. In CA only
21% of teachers elected to take dental coverage with after tax dollars;2) if dental is part of
core benefit package it should be priced realistically ($9- 10/ month/person)

Supplemental Insurers
American Family Life Assurance Company (AFLAC)

Policy Position: AFLAC expects to do well in a reformed system since it focuses coverage
on benefits not normally covered by a primary insurance pllan Would be well positioned to
be a supplemental insurer for benefits not covered by the core benefit package.




- Miscellaneous
Independent Insurance Agents of America

Policy Position: Concerned about their future in HIPCs. [Point to federal flood and crop
insurance programs as ones where independent agents play a role. No position on tax caps.

Asked for input on forms and administrative simpliﬁcationlu

Self Insurance Institute

Policy Position: This group is focused on retaining the ability of employers to self-insure.
Size of HIPCs are a big concern. This group prefers smaller. Also not opposed to
mandatory coverage. They were asked to provide recornrnendanons on how self-funding
could be meshed with managed competition. Nothing has been received as of this date.

PHYSICIANS

American Medical Association »
Policy Position: The AMA’s position is'set out in Health Access America. It calls for an
essential benefits package for all, universal pay-or-play coverage, competitive market based
strategies to control costs while protecting the right to choose providers, ban on preexisting
condition exclusions, and tort reform.  Also favor community rating, taxation of benefits
above a "benchmark", small group reforms, and administrative simplification. AMA
opposes global budgeting.

American College of Physicians
Policy Position: ACP’s positions are very close to the President’s. ACP supports a global
budget, pay-or-play universal coverage, ban on preexisting|condition exclusions, commumty
rating, outcomes research and practice guidelines, control of technology.

Amencan Academy of Family Physicians
Policy Position: Very similar to ACP.

American Academy of Pediatrics
Policy Position: Urge that coverage be phased in by covering children and pregnant women
first. Also, benefits package should be child sensitive, recognizing that children are not
"little adults.” AAP supports a one tier system. Also recommends that HCFA develop an
RBRYVS for children (was in tax bill, needs no legislative a;uthorization'.)

American Society for Internal Medicine [
Policy Position: 'ASIM supports a tax cap. Also believes jaccess should not take a back seat
to cost containment, and supports an employer mandate. Opposes global budgets, but prefers
flexible goals if necessary. Strongly supports increased focus on primary care.




Nanonal Medlcal Assomauon ‘ :
Policy Posmon. Supports a single-payor system

Somety on General Internal Medicine

Policy Position: A single-payor group, mostly academlc

mandates and budgeting. i

: Physmans Who Care

very progressive. Support

Policy Position: Supports mainténace of fee for-serwce medicing:.‘. Opposes managed care

reimbursed on capitated basis.

»Amencan Academy of Opthomology

Amencan College of Obstetricians and Gynecologlsts‘

American College of Preventive Medicine
American College of Surgeons

American Psychiatric Association’
College of American Pathologists,
Society of Thoracic Surgeons .

§

NON-PHYSICIAN PROFESSIONALS
American Nurses Association
American Chiropractic Association
American Dental Association
American Psychological Association’

. American Optometric Association
American Podiatric Medical Association
American Association of Nurse Anesthetists
American Physical Therapy Association
American Academy of Physician Assistants

~ American Association for Marriage and Family Therapy

American Occupational Therapy Association

American Speech-Language-Hearing Association

American College of Nurse Midwives
Association of Minority Health Professions

Employee Assistance Professionals Association

Pohcy Posmon5° These ‘groups have a vanety of posmom on different issues. They share a
concern that non-physician health care professmnals be assure of ‘appropriate roles in a new
health care system. Concerns run not only:to issues of hcensure and reimbursement but also
to coverage of their services (i.e., (,h1ropract1c care, mental health services) in the core
benefit package. Some groups such as the ANA have detailed positions or principles on
‘various system design issues. Most are concerned about their members ability to provide

care in the new system.




HOSPITALS

American Hospital Association
Policy Position: AHA has a well developed reform proposal entitled: A Healthier America
through Community Care Networks.  This plan is simi ar]m many ways to the President’s
position on managed competition. It calls for coverage of a core benefit package in a pay-or-
play system. Its networks are similar to the delivery refO{nﬁmanaged care approach. AHA
is concerned that managed competition will drive hospltals to be lowest—pnced vendor and
threaten the mission orjentation.  Might support budgenng if "bottom up", based on
capitated payment system.  Strongly urge anti-trust reforms to permit easier
collaboration/coordination by hospitals. .

Catholic Health Association
Policy Position: Has a very progressive plan very sxrmlar to the President’s except has
favored a‘single-payor approach. Now moving to more of a managed competition strategy
but with a mandate for employer coverage; budget caps, dehvery reform though capitated
payments. Interesting in that plan starts with an articulation of values and builds delivery
and financing from their.

Federation of American Health Systems (for—proﬁtt hospitals)
Policy Position: Very supportive of Conservative Democratic Forum plan. Supports a tax
cap. Absolutely opposed to rigid budgeting. Opposed to|mandate due to alliance with small
employcrs through HEAL. Major player in HEAL and Health Leadership Council.

Amencan Healthcare Systems Institute
Policy Position: Supports elimination of medical underwriting. Wants a tax cap. Wants
medicaid expansion to cover the uninsured. Wants tort reform Wants equivalent funding
for training of primary care and specialty doctors. Wants practice guidelines. Oppose global
budgets. -Supports CDF managed competition plan.

St Joseph’s Hospital (on Ethics)
Policy Position: These religious based -hospitals and systFms are mission oriented, and
generally are supportive of the President’s direction on health care reform.

Columbia Hospital Corporation
Policy Position: This for-profit system has a position similar to FAHS’s.-

American Association of Osteopathic Hospitals ;
Policy Position: Concerned about survival of these often small hospitals in a managed
competition setting where AHPs are likely to contract with traditional MD oriented
institutions.
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Methodist Health Systems

American Protestant Health Association
Rlversxde Methodist Hospitals
Lutheran General Health Systems
Miami Baptist Hospital

InterHealth -
National Association of Chlldren S Hospxtals and Related Institutions
Voluntary Hospitals of America

MANAGED CARE PROVIDERS
Group Health Association of American
American Managed Care and Review Association
American Association of Preferred Prowder Organizations
Kaiser Permanente
FHP, Inc.
United Healthcare
US. Health Care
Healthcare Compare
Foundation Health

-y

Policy Position: GHAA supports managed competition. It is concerned that typing tax
‘deductibility to the lowest AHP premium may encourage "low-balling.” HIPCs should be
exclusive for small employers, should be non-profit and not allowed to self-insure. The term

"manged care” should be defined by statute, with an HMO component (they prefer the
Medicare definition per Title 18, section 1876.) They recomrnned the basic benefit package
under the federal HMO act for the President’s benefit package

AMCRA generally supports the CDF approach to managed competition.

Kalser supports managed competlton and made several points on HIPCs: They would
have HIPCs cover small and mid-sized employers, mdmduals and part-time employees,
Medicaid beneficiaries. HIPCs should be exclusive. There should be one per market.
HIPC should cover 200,000 to 500,000 lives.

REHABILITATION
National Association of Rehabilitation Facﬂmes
Nanonal Rchabﬂnat:on Coalition

Policy Posntlon These groups are focused almost exclusively on having rehabilitation
services included in the core benefit package.
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LONG TERM CARE
Home Care Coalmon o -
Health Industry Dlstnbutors ‘Association
American Federation of Home Health Agencies
American Association for Respiratory Care
The Oley Foundation

Policy Position: Thas coalition of prowders and consurriexs supports mcreased delivery of
‘health care in the home. Wants benef'lts and delivery system to perrmt and encourage greater
use of home care in the health care systern

LABORATORIES
MétPath ‘

Policy Position: Concerned that doctors are padding laboratory charges. Would like for
!aboratones to be able to direct bill patlents

OTHERS PROVIDERS
Ad Hoc Hispanic Health Care Prov1ders and Policy Experts A
COSSMHO-- Coalition of Hispanic Health and Human Services Provider

: Wellness Councils of America f '

MISCELLANEOUS
American Heart Association
Policy Posmon No position on health care reform beyond general principles which would

permit support for the President’s plan. Major focus on the need for increased medical
research. : ' ‘

SUPPLIERS

Health Industry Manufacturers Association . :
Policy Position:Most concerned with FDA and its failure to make decisions regarding new
technologles Also concerned with global budgets. ' .

Nanonal Association of Medical Equlpment Supphers
National Association for Infusion Therapy

Policy Position: Both these groups are concemed that the core benefits package‘indude
coverage for their servxces o ‘
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ADMINISTRATION/ELECTRONIC DATA PROCESS]NG/FINANCING
American Health Information Management Assocxatxon

Health Care Financial Management Association

Joint Commission for the Accreditation of Healthcare Organizations

GMIS |, Inc.

Policy Posmon Each of these groups has specialized expemse in various aspects of health
care financing, financial and health data processing, quahty assurance, and overall
administration. Each can offer valuable information in their areas of focus.

RESEARCH/ACADEMIA
Association of Independent Research Insmutes
Association of American Medical Colleges
American Federation for Clinical Research
Association of Minority Health Professions Schools
Association of Academic Health Centers
Association of Schools of Allied Health Professions
Federation of American Societies for Experimental
Howard University
National Coalition for Cancer Research
Cystic Fibrosis
Arthritis Foundation

American Society of Tropical Med1¢1ne and Hygiene

AIDS Action Council

Merck

Alliance for Aging

Johns Hopkins University
American Society of Microbiology
Hereditary Disease Foundation

Pohcy Posntlon General concern about research funding, r
similar research oriented issues.

RURAL INTERESTS
National Rural Health Association

National Association of Rural Electric Cooperatives

Communicating for Agriculture

Biology

role and leadership of NIH, and

Poiicy Position. These groups are especially concerned about reform of the delivery system.

Their concerns focus on the lack of managed care in rural
inability for managed competxtxon to function successfully;

clommumtles and the resulting

the urgent need for health care

professwnals and institutions in many small commumtxes the necd for increased funding for
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the National Health Service Corps and community health centers. Additionally, CoA is
supportive of risk pools as a means of assuring affordable| care for agricultural families,
given the high cost of coverage for thesé high-risk workers.
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-proposal with you in greater detail.

MEMORANDUM
DATE: January Zi. 1993

Judith Feder

Stuart Altman

Christopher Jennings

Marilyn Moon
Kenneth Thorpe

FROM:  John Rother ' UM

SUBI: Proposal to Phase-in a Long-Term Care Program

o
- ,.Q_

Over the past several weeks. AARP statf, }vith comments from members or the long-
ierm care policy and advocacy community, have conunuec 1o refine our proposai for
pnasing-in a comprehensive. social insurance LTG program. The proposal has been revised
to rerlect the comments we received. [t represents our most recent thinking as to how this
important endeavor might be accomplished.

The basic structure of the proposal has not changed 51gn1ﬁcantlv Notable differences
between the attached draft and the earlier version |include changes in:

4 ¢ the definition of eligibility (the proposal now begins by providing services to people
who require assistance with 3+ ADLs, as|opposed to people who are limited in 3+ _ _

. ADLs);

¢ protection for nursing facility residents with low incomes (financial protection will
" extend to people with incomes beiow 300 jpercent of poverty, not 425 percent); and

* the phase-in of benefits and the cost-sharing amounts that beneficiaries would
have to pay (fuller benefits are extended much earlier to people with low incomes).

The attached draft has also been revised to reﬂect concerns of the disability
commumty

Program cost-estimates are presented in constant 1994 dollars. In addition, these

estimates now present federal and state costs sepiarately To facilitate comparison with the
tables accompanying the memo of Dec.. 10, tables reflecting nominal costs are available upon
request. You will note that this version does not include detailed options for financing the

I

-program. Additional details on financing may be found in the documents that you received
:from AARP on December 3. -

We appreciate your interest in this Cnthcll issue and would be happy to discuss the
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PROPOSAL TO PHASE-IN A LONG-TERM CARE PLAN

Overview

The Medicaid program was not originally intended to provide long-term care for ail
Americans. yet it now constitutes the primary vehicle tor the provision ot long-term care in
ihe United States. Moreover. in order to have access to long-term care services through
Medicaid. many ramilies must face financial ruin.

A long-term care system should be based on a social insurance model. and ultimately
become part of Medicare. not Medicaid. The systém should be integrated with Medicare to
promote better care management. [t should be broladly financed and available to ail
individuals who need it. avoiding the stigma of the{ current welfare-based Medicaid system.

[t shouid provide a uniform federai benerit to people of all ages who meet specified disability
criteria. This federal benefit should be administered bv the states. under tederal guidelines.
States should be encouraged. however. to set up innovative demonstration projects.

[n fact, a federal long-term care program provides an ideal opportunity for the
development of a care managed system that uitirinately could integrate acute and long-term
care on a larger scale for those receiving the most expensive care. Care management already
is widely used in state long-term care systems. In order to ensure equity, it is important that
people who request long-term care services be assessed for eligibility using nationally
uniform criteria. In a care managed system, those people who meet the eligibility criteria
would then be authorized to have a plan of care developed

Such a system can help to control costs in a meaningful way. Care management
provides one cost-containment mechanism. In|addition, Medicare Parts A and B
already are equipped to provide cost-containment models that could be adapted to long-

term care. Institutional care should be provided through Part A, and home and community-
based care through Part B.

Among the most critical shortcomings of the current Medicaid long-term care
system are its requirement for spend-down, mstltutmnal and medical bias, and limited
eligibility. The first steps of any long-term care plan shouid be to begin to move long-
term care services into the Medicare program to eliminate the spend-down requirement
and to expand the scope of care provided in the home and community. This proposal
presents one possible model for phasing-in a reformed long-term care system.




Key Features
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This proposal is designed to address nine key features:

Gradually move fong-term care coverage frt?m Medicaid to Medicare. eliminating
the spend-down requirement. (Personal care would be covered under Part B.

nursing facility care under Part A.)

Make comprehensive coverage, including h?me and community-based and
nursing facility services. available to people of all ages.

Assess eligibility based on age-appropriate.|nationally uniform criteria.

Build cost-containment mechanisms into the program’s structure from the
beginning, through care management and rate-setting.

Build and improve upon the existing structure for long-term care delivery,
expanding substantially home and commumtv-based care. More fully integrate

the delivery of services along the continuum of acute, transitional, and long-term
care.

Develop a structure for the delivery of a managed long-term care system, tied . . .
initially to a relatively small eligible populz'mon. One priority in the development-

of a managed systern would be the expansmn of social heaith maintenance i
organizations (SHMOs), particularly in metropohtan areas. B

Maintain benefit flexibility from the program’s inception through the provision of
a comprehensive array of benefits.

Provide a role for the states in managing the provision of long-term care.

Target services first to persons most in need. Such targeting can be achieved by:
(a) beginning with home and commumty-based services, (b) directing services to
people with severe mpauments, (c) provndmg the greatest benefits first to
Medicaid recipients and the poor, and (d) phasing-in nursing facility coverage
over a longer period of time.
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‘Step | Establish a care management system.

Currently, alil states provide some form of home and commumw -based long-term care
services under their Medicaid programs -- ¢ither through the personal care benefit. waiver
programs. or both. A first step toward implementing a national long-term care program
could be to require each state to establish a care management system. The funding for
this care management system-would be provided thr(':)ugh Medicare. Initially, this care
management system would aid the delivery of services to Medicaid long-term care
beneficiaries. As a comprehensive program for providing long-term care (LTC) to all peopie
with disabilities unfolds. subsequent steps would be to expand LTC care management to all

current Medicare beneticiaries. and finally to all other participants. as thev become eligible
for the program.

Step 2 Implement a personal care benefit under Medicare Part B.

The ultimate goal of a personal care benefit/would be to maximize the independence
and autonomy of people with disabilities and enhange their ability to remain in the home or
community. The benefit also should be designed to enable caregivers -- family and friends --
to continue to provide care. [n order to meet these goals, a comprehensive array of benetits

will be necessary. However, it is possible to phase in the new personal care program
gradually.

What should be included in a personal care benefit?

L4 The specific services offered through a personal care benefit would be established on

I’ an individual basis in consuitation between [the care manager and the client. The
array of services available through the personal care benefit should include help
with activities of daily living, homemaker services, cueing or reminding,
rehabilitative and restorative care, nursing, respite care, transportation, minor
home adaptations or repairs, and other needed services.

¢ Much greater emphasis would be placed: on serving people in supportive housing

~ arrangements in an effort to prevent unnecessary institutionalization. In order to
ensure an adequate supply of supportive housmg settings, such as assisted living,
board and care, and congregate housing, 1t will be necessary to explore financing
options that encourage the development of high quality, licensed facilities.

- Many of these community-based services a}ready are provided to dually eligible

individuals (i.e., Medicare-Medicaid beneﬁcxanes) and paid for by the Medicaid
program.




L 2N
Who would be eligible fof the personal care benefit?

’v.

L 4

How would people access the system?

*
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Graduaily, the funding for these services wouid be shifted to Medicare Part B.

Tracking the development of the care management system. eligibility couid be
phased-in. beginning with two groups: (a) jpeople who are currently eligible for
Medicaid. and (b) people with incomes below poverty. Eligibility would
subsequently be extended to people who are currently eligible for Medicare. and
finally to all other persons not currently c;overed by either program.

As a first step. eligible individuals should include: (a) people who require human
assistance with three or more activities ot daily living (ADL); or (b) people with
cognitive or mental impairments who require substantial supervision: or (¢) children
who are unable to perform an age-appropriate activity of daily living. Over time.
coverage should be extended to people who|need human assistance with 2 or more
ADLs. people who are limited in multiple nstrumemal activities of daily living

(IADL) and ultimately to all people with significant disabilities. (These additionai
costs are not reflected in Tabie 1.) :

Throughout the phase-in period. Medicaid would continue to serve all persons who
meet Medicaid eligibility criteria, mcludmg special criteria for waiver services, but

may not meet the eligibility criteria of the new program. It is anticipated that all such

persons would be served under the new Medicare program when it is fully phased-in.
For example, many states currently use Medxczud waiver programs to cover special
populations such as disabled children and persons with AIDS. It is anticipated that .
such coverage would continue throughout: the phase-in.

A possible phase-in schedule is illustrated in Figure | in the Appendix.

People who request services under this program would first have their eligibility
assessed by a care management agency. A uniform assessment tool would be used.
If found eligible, the care manager, in cooperation with the individual and/or his
representative, would develop a plan of care. The care plan would be developed in
consultation with the individual’s primary|care physician, and would build in regular
communication in order to enhance mtegranon of the acute and long-term care
systems. The care plan would be comprehenswc and the care manager would
authorize the services for which the individual is eligible, including nursing home
care, when appropriate. (In early phases, some benefits might not be "covered” for
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the purposes of payment. but should. nevertheless. be in the individual's care plan.)
Clients would have the right to appeal care plan decisions.

The personal care benetit should be fuily portable. For example. within reasonable
financial limits. the beneficiary would choose in which setting to receive care: an

!
individual’s home or workplace. an adult day care center. or a board and care home
or other assisted living racxhtv

A possible area for controlled demonstrations wouid be in the development ot a
voucher, coupon book, or service cre:dit-typeI system. While some individuals would
prefer to have a care manager assist them in|locating and coordinating their care,

other people inight prefer to receive a voucher credit. or coupon-book that they could
use to purchase services on their own. Such demonstrations might be particularly
appropriate for some adult disabled pdpulanrlms or in rural areas where the availability
of home care agencies is limited. Vouchers|couid only be used by the individuals to
whom they were awarded: they could not be sold or transterred. These coupons
couid specify the type and amount of S‘ewicés for which the individual is qualified,
and set cost caps-for each service category.

How would cost-containment and quality assurance be addressed?

¢

States would have to work within a budgeted system in providing home and
community-based LTC. State budgets for|elderly beneficiaries would be pegged to
65 percent of the average cost of nursing facility care in the state. Additional
research would be needed to establish apprépnate percentages for other populations. .
States would, in turn, establish aggregate budget targets for care management
agencies. A care manager could authorize serv1ces above the target tfor heavy need
clients, provided aggregate expendltures did not exceed overall targets.

Appropriate fee schedules for services woulld be developed. The use of some form of
case-mix or outcomes-based rexmbursemem for providers should be considered.
Demonstrations of prospectively financed packages and capitated systems should aiso .

be tried.

A study should be undertaken to evaluate. various methods of reimbursement,

including fee schedules, outcomes-based reimbursement, case-mix reimbursement, and
capitation.

Qualified home care agencies would bid competitively to gain approval to participate

in the new program. Criteria used to select agencies would include cost and quality
indicators.
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¢ The current quality assurance system would be ennanced and expanded in order to
| provide oversight ot service delivery and of the care management process. Strong
quality assurance measures can resuit in cost-savings by preventing the development
of conditions such as pressure sores that ma‘ﬁf require more costly acute medical care.
Improvements would inciude the development of national standards for care managers
and expansion of ombudsman programs. Attenuon should also be paid to enhancing
the protessional standards and training of providers.

How would the personal care benefit be phased-inf?

¢ [n order to phase-in the benefit gradually! it would be possible for Medicare to
begin by covering 40 percent of the cost of care authorized in the care plan
during the second vear. In subsequent vears. this percentage could be increased

to 30 percent, then 60 percent 70 percent and, finally, 80 percent of the cost of
the benetfit.

¢ Beneficiaries of the new program who are not covered by Medicaid would receive a
gradually increasing benerit, as Medicare began to pay a larger share of the cost of
services received. Because of the relatively small benefit in the initial years, some
individuals may be unable to purchase the full array of services for which they are
eligible. However, when fully 1mplememed the 20 percent coinsurance should be
affordable for most persons. Medicaid could continue to ‘'subsidize the remaining
costs for low-income individuals.

¢ The premium cost for Medicare Part B would be kept at 25 percent of program-
V’ costs. While this would resuit in higher premiums for beneficiaries. the service
package would be expanded in a meamngtul way.

How would income be protected?

Because the full cost of long-term care m the home and community can be quite
high for an individual, a cap on out-of pocket expendltures should be established.
People with incomes below poverty should have their costs fully covered by Medicaid.
People with incomes between 100 and 300 percent of poverty shouid have lower out-of-
pocket caps, established along a sliding scale. Income protection could be phased-in
gradually. (See Figure 1.) As income groups are covered, they would be eligible for the
full benefit package. Income protection mechanisms should be crafted to assure equitable
treatmem of both single and married individuals.

How muck would the program cost?
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The cost of this proposal is illustrated in Table | in the Appendix. [ should be noted
that these estimates do not account for the fact that|{25 percent of program costs wouid be
rnanced by the Medicare Part B premium. As such. total state-and federal costs would be
somewnat lower. Costs are presented in constant 1994 dollars. (Costs presented in
nominal dollars, which include the effects of inflation. are available upon request.)

Step 3 Provide nursing facility care under Medicare Part A.

Once the system for providing home and community-based long-term care is well
underw ay, nursing home coverage would be transferred from Medicaid to Medicare
Part A. Ultimately; nursing home coverage would be available for those persons who
meet the eligibility criteria. regardiess of age or type of disability. The Medicare benetfit
could be phased-in to cover increasingly large percentages of the cost of nursing facility
care. (See Figure 2 in the Appendix for an illustration of a possible phase-in schedule.)

* The care management process established for the delivery ot home and community-
based care would also pertain to the assessment for and delivery of nursing facility
care. Preadmission screening by the care n%anagers would prevent unnecessary
institutionalization and target nursing facility care 'to those persons for whom it is
required. Ongoing assessment by care managers would monitor nursing facility
residents to ensure that the appropriate quahtv and level of care are being received.
Residents who are able to leave nursing facilities for less restrictive environments
would be assisted in finding alternatives to [nursmg homes.

¢ As with home and community services, currently-eligible Medicaid recipients would.
continue to receive nursing home coverage [through Medicaid while the program is
being phased-in; however, a gradually mcreasmg share of the cost of their care would
be covered by the Medicare program. Throughout the phase-in period, people who
meet Medicaid eligibility criteria, but are not yet phased—m under the new program,
would continue to receive coverage under Medxcaxd It is anticipated that all such
persons would ultimately be covered by the new Medicare benefit.

¢ In the first year of nursmg facility coverage Medicare might cover 10 percent of the

: cost of nursing facility care under Medxcare Part A. This percentage wouid be
increased annually, until it reached 65 percent of the cost of care. Over time, current
nursing facility residents (financed by Medxcald or private payment) would be
replaced by persons covered by a federal beneﬁt under Medicare Part A. In this way,
the role of Medicaid in the provision of long-term care would be reduced to covering
the out-of-pocket costs of low-income individuals and Medxcaxd—ehglble persons with
disabilities who do not meet the criteria of the new program, as it is being phased-in
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* Rate setting ror Medicare payment to nursing homes. analogous to the prospective

payment svstem (PPS), would be a critical component of cost-containment under this
proposal.

Financial protection for nursing home residents.

Because or the high cost of nursing home care. it will be necessary to provide some
financial protection for people with low and moderlate incomes. Financial protection would
be necessary to ensure the ability of nursing home residents to support a spouse or
dependents in the community. In addition, comparable mechanisms would be needed to
protect a single individual’s ability to return home frfter a limited nursing -home stay. These
measures would need to be extended bevond the current Medicaid-eligible population.
Medicaid should fully cover out-ot-pocket costs t'or people with incomes below poverty. As
the benetit is phased-in. Medicaid should aiso cover a portion of out-of-pocket costs for
peopie with somewhat higher incomes. according to a sliding scale. As with home and

community-based care. financial protection mechanisms should ensure equitable treatment of
smgle and married persons.

Program costs.

The cost of this proposal is illustrated in Table 2 in the Appendix. As with the cost
figures for home and community-based care, costs|are presented in constant 1994 dollars.

(Costs presented in nominal dollars, which include the effects of inflation, are available
upon request.)

Make transitional care part of the acute care system.

The long-term care system should be coordinated with the acute health care system as
much as possible. In order to do so, transitional care (such as skilled nursing care that
follows a hosprtal admission) should be part of a nzxandated benefit package provided by
- whichever insurance entity provides the mdxvxdualis medical care. For example, in a system

in which all employers provide a standard package of medical care and unemployed
individuals receive care through a federal program, provision of transitional care would be
the responsibility of erther the employer or the federal program as appropriate.

A necessary step would be to reform the current Medicare coinsurance for skilled
nursmg facility (SNF) care. The SNF comsurance should be set at 20 percent and its link to
the hospital deductible should be severed. (Note: We are not recommending elimination of

the three-day prior hospitalization requirement unnl the care management system is ready to
control admission to nursing homes.)
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Step 4 Integration of care management.

[f the long-term care program is to be part
provided through managed care organizations. it
components.

wou
The managed care networks would be responsible for the provision of long-
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|0f a system in which medical care is
id be ideal to uitimately merge the two

term care as well-as acute medical care. State experimentation with innovative models such

as On Lok or social health maintenance organizati

subject to modifications based on lessons learned from first generation evaluations.

clms (SHMO:s) should be encouraged.
One goal

|
would be to estabiish at least one SHMO in each metropoiitan area by the time the home care

benerit is fully phased-in.

Step 3 Long-term Care Insurance.

Because this proposal envisions an increme

care benetits, there will be a continuing role for p
LTC insurance packages designed to wrap- -around
facility benefits shouid be designed. It also is crit
term care insurance policies be enacted next year
protection.
Step 6 Financing.
The phase-in of the long-term care progra
of financing available. The following principles s
care system.

0 Financing of the system should be broadly

¢ A portion of any savings achieved through

program. .

system shouid be immediately channeled in

ntal phase-in of the Medicare long-term
rivate long-term care insurance. Standard
the Medicare personal care and nursing
ical that strong federal standards for long-
in order to atford strong consumer

m may be édjusted according to the stream~
hould apply to the financing of a long-term'
based and shared across age groups.

cost-containment in the current Medicare
ito the development of the long-term care

It should be noted that the proposal descnbed here assumes that 25 percent of the cost
of the personal care benefit will be financed through the Medicare Part B premium.




Conciusion

When rully implemented. it is envisioned tha
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t this proposal would resuit in a universal

program of long-term care that is well integrated int[o a reformed health care system. Long-
term care would be available to ail who need it. regardless of age, work history, or type of
disability. The use or a care managed system would address two important goals: assuring

integrated service delivery and containing costs.

10
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FIGURE 1

PHASE-IN SCHEDULE FOR HOME AND COMMUNITY-BASED CARE PROPOSAL

L W P L0 A —, Vg, \

Incorme Protection Avaliable |

Porcart of Eligible Popultion Incorme Protection Schedule
Year Care Ptan : )
a ~ Coversd i T
1964 100% Persons requiring ective human Pecrzone with income less Income as a Percent | Monthty Oul-of-Pocket
: assistance with 34+ ADLS with than 100% o poventy lovel ot the Poverty Level Cap
income less than ;00% of the
poverty lavel .
<10% . 50
100-125% S&50
125.1-150°% S10v
"501-175% $15¢
"75.1-200% 3200
200.1-225% 3250
225.1.250% 3325
250.1-275% . 3400
275.1-300% $475
< 1 300.1% or aore ’ §$550
1905 4% Medicare s igitle porsons " Persons with Incorre kess
cow . requiring active humen gesistance than 125% o povarny level
_ _ wit 3+ ADLS :
1996 5% All 3ersons requinng active Parsons with incoms loss
assistance with 3+ ADLS than 125% of poverly levs!
1937 6% All persons regquidng active Parsons with income less
asalstance with 3+ ACLS than 152% ol poverly leve!
1998 7% Al persons requiring active Persons wil income lese
aggistancs wil 3+ ADLS than 175% of poverty lovel
1998 80% Al persons requiring active Persons ‘with income less
assistarce with 3+ ALX. S than 200% ol poverty lesel
200C 80% Al pereons requiring active Perscns with income leae
zssistance wkh 2+ ADLS than 225% of poverty .evel
2001 80% Al parxons raquiring active Peraons with income .e:6
assistance wkh 2+ ADLS than 250% of poverty ievel
2002 80% All persons raquiring active Paraons with income less
assistance with 2+ AD_S than 275% of poxverty lavel
2303 30N Al persons requiring active Persons with income less
ansistance wih 2+ AD_S than 300 of poverty lavel
2004 80% AR ge'sons recu ring scive Alf persons
asgietanze with 2+ ANS
20(8 a% _ All pereons requiring acive All pareors

assistance with 2+ @LS

|

i
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AGURE 2

PHASE-IN SCHEDULE FOR NURSING FACILITY CARE PROPOSAL

3

7 D i R

aa Percent of Care  Income Protaction Awalisble Jncame Protection Sciwduie
Yoor 'Plan Covered i o
1964 Cumren! Law Canent Law income as a Percent Moty Out-ol-
‘ of the Pavarty Level Pocke: Cap
< 100K .
103-125% e
125.1-150% ’ -
152.1-175%
175.1-20(%
, 200.4-225%
225 1-25C%
250.1-27%%
275.1-300%
A00+%
' 199§ Gunent Law Currant Law
1 1996 Cunant Law CLrront Law
! 1997 1006 | Persons with income leas than
-1 100 ©f soverty level
1998 1Y% | Persons with incoms less than
q L 126% of >oventy level
1398 - 20% | Pa‘soos with income [ess than |
P ) - 1£0% of povany level
2300 30% | Penons wity income less than
- L 175%of poverty lavel
2001 40% | Pomons with ncome less than
e 200% of poverty lsval
2002 50% | Pemora with income lesa than
B 226% of poveny levsl
2003 50%| Pemons with incorre Jess than
250% o povertly lavel
2004 35% | Parsons with incoms legs thar
275% of poverty lavel
2006 65% | Porsons with income leas than
30Y% of paverty level

~ Ony single peracns and marre 1 Souples where bath apouses ere in @ nursing facilty are sudjact 1o this schedue. Masrizd residents wita s livirg
spouse ordopondoni in the comimunky are pom\lud 12 st aside $1,700 per morth as an allowance for the corwnunity -basad dependent,




TABLE L

HOME AND Cc;..mUNITY-BASED CARE WITH 20 PERCENT CCST-SHARING
FULL PHASE-IN WITH NCOME PROTECTION =
{In biions ot 19u4 aoigrs)

clet Adatl ; Feat Acind

o

" Public | Het Adatl] ¢

: Year © Froarem | Dublic Coderal o Tute

11904 313.0 | $3.0 | $2.8 3.4 b
1995 6.7 | 5.5 | 5.7 0.2 §
1996 19.5 | 9.0 0.3 3.3
1997 i 22.5 | 11.7 12.0 0.3 |
1998 i 25.8 14.7 1 14.9 0.2
1989 J 749 17.4 | 17.8 0.1
2000 ; 35.6 PREA 231 0.6
2001 | 6.9 247 | 738 0.9
2002 | 38.1 25.6 24.5 11
2003 | 335 26.5 25.3 1.7
2004 i 41.2 T 27.8 26.1 18
2005 | 42.4 28.7 28.8 1.9

SOQURCE:  [gwin-ICF estimates. See Figure 1 for details of proposal.

* These estimates are for the cost of
the program. It should be noted that the
proposal calls for 25 percent of the costs
of the personal care benefit to be financed
by the Medicare |Part B premium, paid by
individuals.
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URSING FACILITY CARE WITH 35 PERCCNT COST-SHARING
AND LOW INCOME PROTECTION FOR TWO YEARS

FULL FHASE-N WITH iNCOME PROTECTION

{in bitkuns of 1994 dollars)

|
|

3

cane Yo Public . Hat Addul; et Addtl | st Aadd
: - Neggram | 2ublle | @ Federal Tlate
11394 £36.0 | 0.0 $0.0 70.0 |
1995 374 0.0 0.0 0.0 |
. 11996 8.8 0.0 0.0 0.0
1997 ! £5.7 1 4.9 5.2 -3.3
1998 i 55.2 | 13.4 13.0 0.41
1999 51.2 | 17.8 18.5 0.7
| 2000 $8.3 23.3 24.7 0.8
2001 74.8 28.1 28.2 -1.1
2002 82.2 33.7 344 -0.7
2003 £9.0 .. 38.7 38.8 -0.2
2004 04.6 - 42.8 421 0.4
2005 | 98.7 445 43.7 0.8
Currant law public spending.
SOURCE: Lewin-ICF estimales. See Figure 2 for detalls of proposal.
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S o ':.; January 27, 1993
, o
¥ : T -‘ S : S L
- Mrs. Hlllary Rodham Cllnton o L
The White. House : - S L
Washlngton, D.C.. 20500{ T S S
DEar Mrs. Clinton: ' P, ‘ . o
‘, . ! ' N i . .
I am pleased that Pres1dent Cllnton has establlshed a national
health care reform task force and- that you will chair this panel.
Il feel that basic chandes need to made in our health care
de11very system, and the:.role of th1s task force will be crucial
as health care reform leglslatlon 1s developed.

As the plan is developed many d1ff1cult dec1s1ons w1ll have to
be made in order to solve our’ health care problems. I am pleased’
to hear that.you plan to meet with many ‘different’ interest groups.
'and experts to receive'’ the1r perspectlve on thls 1ssue. ‘
.In this regard I offer my a551stance Hav1ng been a family
phys1c1an for 28 years: in rural Mlddle Georgla, as well as a°
State Representative for three terms, prlor o my service as a
Member of Congress, I feél that I hold a dual ‘perspective about
health care policy that may be. helpful 1n prov1d1ng useful

' 1nformatlon to thlS process :

'For ten years, I have been worklng on health pollcy at the
~Federal level. At the. beglnnlng of the 103rd Congress, I was
elected Chalrman of the House Veterans' Affairs Hospitals and
Health Care Subcommlttee, which prov1des’care for 2.6 million

_ veterans annually. I al¢o searve as v_Mcmber of the Hcouse Energy
and Commerce Health Subcommlttee,\whlch deals with all issues
related to health care, except Part A of ‘Medicare.

Mrs. Cllnton, I want you.to know of my w1111ngness to a551st in -

developlng a solution for our natlon s health problems that we as

alpeople can afford. : I wish you and the Task Force much success..

Slncerely,

P . e PRINTED ON RECYCLED PAPER

sl Sy



|| THE WHITE HOUSE

February 19, 1993

Dear Represéntative Rowland:

C ‘
- Thank you for|your thoughtful letter
.regarding the health care reform task force.

As goth a policymaker and family physician,
‘you]are well aware of the enormous challenges
- face. I am grateful for your offer of
aSSLStance and hope that you will share with
us: ycur views | on how we may achieve our goal
of prov1d1ng affordable health care to every
Amer1can.~

T lgok forwarg tolworking‘with you.
. .
!“ : ' Sincerely,

| |

The{HdnorablezJ; Roy Rowland
Unlted States| House of Representatives
Washlngton, D.C. 20515
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Social welfare strategies that rely on heialth insurance and pension benefits provided by

employers and assisted by federal tax subsidiesli are failing tens of million of workers in small -

firms. The intensification of problems with hefalth insurance for small groups has helped propel
health insurance reform to the top of the poli?tical agenda. Furthermore, the private pension
system aisb faces serious shortcomings in cov%_ring these people. Because over one-half of those

in the private sector workforce work for ﬁrm§ with less than| 100 workers, these shortcomings
| ,

constitute major failings of social welfare polié:y.
| i
|

Ot:her papers in these proceedings address the use of tax subsidies, mandates, means-
tested programs and social insurance taxes to| finance more health and pension coverage. But
subsidies alone have proved less effective for workers in small firms than for those of larger
firms. This paper focuses on the factors that limit market per.formance and suggests the need for

! |

structural reforms if private health insurance ind pension plans are to play a large role.
|

i

. |
In the health insurance arena, the refciirm debates have produced proposals for a

nationwide system of "Health Plan Purchasin;g Cooperatives!' (HPPCs)that would radically
change the health insurance market for a maiority of the population. These new HPPCs (now
often referred to as “health alliances”) are a (s:entral feature of the "managed competition"
approach’ that President Clinton endorsed during his campaign. This paper discusses the HPPC

: r
concept and, in the spirit of this conference of examining together the problems and solutions
‘ P

of health and pension systems, it suggests siﬁﬁlar market reforms -- Pension Plan Purchasing

!

Cooperaﬁves (PPPCs) -- to improve the private pension system. Both approaches could be

combined with a variety of financing strategies to offer broader consumer choice among health
' ?
insurance and pension options. |
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Coverage of Small Firm Workers |

Over the past decade or more, some of the early successes of employer-based, tax-

subsidized coverage have reversed. The percentage of employers offering pension insurance

coverage declined from 61% in 1979 to 55%:: in 1990, whil
included in such employer plans fell from 49?.5% to 42.9%.

had no pension coverage. ! In health insurance, the proporti
|

.'
who were uninsured rose from 12.3% in 1978 to 16.6% in

persons had no health insurance coverage. 2 \
f J
Market-based strategies have been least successful in a
H

1

millions of small firms -- donut shops, gas st%xdons, beauty p

Although estimates from different sources va

benefits to firm size. "
|
|

e the proportion of workers

In 1990, over 68 million workefs

on of the nonelderly population

1992 In 1992, 37 million

ssuring coverage for workers in the

arlors, restaurants, and the like.

ty, there is no disagreement about the relation of

Proportion of Private-Sector Workers Who§e Emp; loyers Offer
Health Insurance and Rgtireq’zent Benefits, I?x Firm Size, 1988 3

‘ !
Firm Size

Workers ! Health i?ns;;rgngg Retirement benefits
250+ 38.4 million | 90% 83%
<100-249 6.3 | 88% 62%
25-99 11.1 78% 47%
<25 46% 18%

|
|
21.1 ]
t
|

In effect, the nation now has a two class system of health and pension benefits for

workers, and employees of small firms are most often in the

|

quarters of private workers without pension coverage work

second class system. 4 Nearly three-

in firms with fewer than 100

employees, and nearly two-thirds of those without health insurance are in such firms or are self-

2
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ernployed.‘ S Dealing with the special barriers to coverage of these workers will be central in

|
improving private pension and health insuranclie coverage.

- i
) 1
Beyond the direct consequences of inadequate health and pension coverage for economic

security, access to health services, and retirement incomes, these patterns have broad

implications for social equity and economic p?licy:
i
|
|

* Equity In general, workers for sma]le:r firms do not benefit from federal tax subsidies to

: |

the same extent as workers for larger firms. This difference has large economic consequences for

these groups. In 1993, the net exclusion of pension contributions and earnings is estimated to
account for general revenue losses at the federal level of $56.5 billion, and the exclusion of
health insurance contributions by employers to $46.4 billion -- a total of $102.9 billion. 6 Not

only are tens of millions of workers for small firms (and their families) excluded from this
I

i

assistance because their employers do not offer such coverage, but also they help finance the

benefits of these other workers.

'

* Economic consequences Flaws in thle private health insurance and pension systems also

. | . .
impair labor mobility and savings. Polls now report that one|in five workers say they or

members of their families are subject to "job lock" because they fear losing affordable health

insurance;coverage.” Workers are also reluctant to shift jobs because of the inadequate
portability of pensions and the potential loss of contributions under vesting rules. These issues

t : :
seem likely to impinge most on the ability of small firms to attract workers since they are least
! .

‘ [

likely to offer these benefits. Moreover, because these small firms account for a growing part of
. ! .
the economy - and thus opportunities for benefits are relatively scarcer - workers are likely to

become even less mobile. Indeed, one could jmake a case that fu]ly‘p‘ortable health and pension

'
'

!




coverage is essential to a smoothly functioning labor market, |and, on these grounds alone,

should be a top objective of reform. f
; |
|

Poorly-functioning markets for retirement savings may also be implicated in the

inadequate U.S. personal savings rate. A rise ofl‘ even 1 or 2 points in the annual savings rate,

which is now about 5 percent, would make significantly more funds available for investment

and economic growth. Availability of better savings arrangements, along with portability of

pensions, will likely be increasingly importalntI as the "baby boom" generation enters its high

earning (and retirement savings) years.

Health Iﬁsurance Reforms

What special problems does private health insurance coverage pose for employees of

small firms? A long list of factors helps to expllain why "laissez faire" markets have not produced

satisfactory results.8 Four major shortcomirigs’ could be rectified by public policies.

!

* Medical underwriting and exclusions' for pre-existing conditions Traditional
| |

community-rating for small employers has viftually collapsed, and insurers now routinely use

medical screening and underwriting practices! Insurers refus|e to cover pre-existing conditions,
I

screen out high-risk employees, and limit benefits to compet|e against each other on the basis of

risk selection rather than on the basis of cost control, quality and consumer satisfaction. With
|
such market practices and the resulting variations in premiums, health insurance coverage may

not be affbrdable, or even available. The indi\}idual small employer and consumer simply lack
H |

: ) |
the market presence to fight these practices. |
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* Administrative expenses High marketing costs, broker commissions, and other
: |

Y

%
expenses, together with firms’ switching of insurance coverage and workers’ switching of jobs,
V | ,
drive up administrative expenses for small firms. These expenses average 35-40% of health
. i

benefit costs for firms with fewer than 10 emgﬂoyees, compared with 5-6% for employers of

over 10,000 workers. The administrative »has.c?les employers and employees face in changing
| |
coverage impose additional costs. Both groups have a legitimate grievance if they must purchase

I
coverage from a market so poorly designed that it consumes this much of their premiums in

administrative expenses. Taxpayers also have a legitimate grievance if they must subsidize such
- |

expenses. |

* Ineffective regulation As the health insurance market for small groups disintegrated,

neither the federal government nor most state governments took adequate preventive or

remedial action. Lack of knowledge and ideas about solutions has not been the problem. But

: |

devising effective regulatory interventions to police hundreds of insurance companies in their
|

relationships to millions of very small firms h%s posed insurmountable political and practical

problems.- |

* Limited consumer choice Ccnsumerfs in small firms|lack broad, well-informed choices

in the health insurance market. Typically, a small firm will offer only one or two options, plans

are not standardized so comparisons are impolssible to make, (and, as yet, data on quality are not
o : 1 . ‘
routinely available to permit consumers to compare health insurance plans.

Can we design a better health insurange system for individuals working for small firms?

'
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The HPPC Model - A Brief Summary

The Health Plan Purchasing Cooperative (HPPC) model, designed to achieve a "radical

reform of ‘the health insurance industry" (Preslldent Clinton's phrase), uses public policy to

address these problems on behalf of the ma}onty of Americans who work for small firms. HPPCs

will consohdate employer worker, and government health insurance contributions, offer

consumers choices among standardized health plans that are accountable for competing on the

basis of cost, quality, and patient satisfaction,|and manage competition among. these plans on

behalf of i‘ts members.

]

Name:
Sponsors:
Number:

Coverage:

i

Financing:

Functions:

Health Plan Purchasing|Cooperatives
Quasi-government, non-profit, governing board representing
membership
One per geographic area, e.g. MSA, major market area, or state
Exclusive offerer of basic insurance for|small business in area
Small employers <100 (perhaps to <1,000, <10,000, or universal)
Individuals outside the workforce, part-time workers
Medicaid recipients, perhaps Medicare
Covered employers and employees required to purchase nationally
standard health linsurance plan|through HPPC
Administrative expenses paid from premiums
Issues RFPs for standardized plans that|include:
Standard benefits
Standard premmm structure (modified community-rating)
Standard data reporung e.g. oxl:ttcomes/ quality data
Guaranteed issue/open enrollment/ portability
No pre- emstmg[condmon exclusions for continuously
insured persons
Other "qualified carrier" criteria established by HPPC
Selects plans to be offered, contracts w1th insurers
Sets standard employer [contribution rate, based on cost of economical
plans ‘ 1
Distributes marketing matenal to small busmess employees,
operates annual{"open season”
Handles Medicaid "buy-ins"”, COBRA contmulty, coordination among
HPPCs o
Manages competition a‘mong carriers, |e.g. through risk adjusters,
negotiation |




Today's system, which relies on willinglness and ability of each small firm to arrange,
{
: |
offer, and manage coverage, would be replaced by a systeni that largely eliminates the role of

the employer. A smaller firm would simply contribute a dollaui amount for its covered workers to
the HPPC.: Individuals would sign up for heal!th insurance thirough the HPPC and choose
among the competing plans it offers. Coverag:e would be fully portable when an employee
shifted jobg among participating employers, or!} moved on and off Medicaid. HPPC proposals aim
to strucfure a market system that works at leasti as well for workers in small firms and self-
employed individuals as it does for the lalrge:s.t,Ii most sophisticated purchasers. A notable
prototype is the Federal Employees Health Bén{eﬁts Program.!0 A HPPC could combine the
purchasingi power of upwards of 1 million or rinore people in|negotiating on behalf of its

enrollees. |

!
This arrangement redesigns competitive markets to work better for the public than the
‘ i

current system does. It is intendéd to assure affordable, high quality, and seamlessly portable
coverage, eliminate medical underwriting, scr;eening and experience rating, reduce
administrative expenses, obviate the need to p;olice many bad actors, and offer a range of quality
choices to informed consumers. ‘
The HPPC model is compatible with, a}nd can enhance, consumer choice regardless of

which financing sources are involved. The Médicaid program, for example, could purchase

coverage through HPPCs to assure quality care and portable coverage for its beneficiaries, and

i |

I . e f 1 .
eliminate the economic "notch” as individuals move between welfare and private employment.

§

The HPPC structure can also be used to provide Medicare enrollees with expanded choice to

‘ T
purchase other coverage, as well as qualified Medigap plans. [The California Garamandi bill,
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Coloradodare, and a proposed West Virginia plan all combine tax-based health care financing for

i
. . - . i
the entire population with a HPPC structure to focus compet

Extending a HPPC Model to Pensions

In many ways, the nation's system of retirement incor

tion and allow consumer choice.

me is better developed than its

health insurance system. Most of the popnlatfon has been covered by the Social Security system

since 1935, with mandated employer and employee contributions; since 1974 pension plans

have had to meet standards including fiduciary responsibiliryl, management and reporting,
. !

government oversight, and public back-up insurance, and th

ey have also faced limits on tax-

favored employer contributions. For health insurance, in contrast, the degree of coverage,

employer and employee financial shares, basic standards for health insurers, and limits on tax-

favored employer contributions are still very much at issue.

Yet it is already clear that the coverage |of workers in small firms for pensions is so much

worse than for health insurance that rethinking these market arrangements is also imperative.

i . . B
Smaller firms fail to offer pensions for much the same reason

s that they fail to offer health

: ¢
insurance. In both instances, the experience of the past decade has been dismal, and the list of

contributing factors is very long. In this light, any argumen

t that tax subsidies for voluntary

employer contributions, offered alone, will work better in the future than they have in the past

calls for heroic assumptions. |
1

- |

Five elements of the problem suggest )

situation:

1
1
t
I
]
!
t
}

that restructuring markets would improve the




. Nature of the product Retirement funds work best
i

reserve bmld-ups from contributions over many years, plus s

|

these balances to produce income decades mt? the future. Pa

ol
in occuanOns with high turnover rates, it seems irra

pension plans, with differing prov1sxons and li
| 1
| ,

retirement income.

employers;, seems better-designed for the high

American worker and for substantial retirement-age balances.

1

* Firm turnover The problem of short

1
i

-term employmy

as long term arrangements, with

ubstantial interest eamings on

mcularly for workcrs in firms and

tional to , have to rely on a successmn of
mited portablhty to patch together an adequate
An on-going pension plan, which can recexve payments from successive

job mobility that characterizes the typical

ent arises, in part, from the

volatility c;>f business formation and failure, Sﬁnaller firms have accounted for about 80% of new

t

jobs sincefthe 1970s, but they have also accoxinted for about

t

fail within their first five years, and the urjcertainty that man

along makies it less likely that they will trouble
benefits u;uaﬂy imply some confidence that the firm will be
plana longer-tem career. About 1‘/ 2 of the small firms that
operation ‘jat least five years before adoptioin of such a plan.

* Employee turnover Smaller firms aldo tend to have

For example, waiters and waitresses, kitchen i?*orkers,and sho

: o '
clerks, child care center workers, garage and gas station -- occ

| :
-- have median tenures of less than three years. 12

i c

i

!

80% of job losses. 11 About 50%

y of them will be around for very

to set up a company -based pension system. Such

around and that employees can

do offer pension plans were in

a higher rate of employee turnover.

rt order cooks, cashiers, hotel

upations, typical of small businesses
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. Choice Pensi 1 firms do not

on plans offered by smal
directed investment. Moreover, when benefits

employee ;stock ownership plan):, employees may be exposed

complexities of learning about, setting up andjadministering

up a simpljﬁed employee pension (SEP) may s

have beneﬁt managers, and the time and energy of the owner

I

running the company. Anything more customlzed than such

!

sophlsucauon and paperwork Furthermore pens1on laws, re

cem quite mana

Eusuall}? involve individually

are provided tjhrough a company's own stock (an

to high risk.

Administrative hassle; Finally, small firms are less equipped to confront the

pension plans. To experts, setting
geable, but smaller firms do not
may be better invested in

a plar; requires much more

gulations, and reporting

requlrements change frequently, thus adding to a firm's comphancel costs.

|
|

Isnt it possible to design a better pensmn system for Workers in smaller firms? Wouldn't

it be 51mp1er to have market arrangements in which one has a permanent pension account, to

;

which each employer, as well as the employee, contributes?
vested andj completely portable, with minimal

number of quality products?

|

S
erative (PPPC) Model

|

Extendmg the proposed HPPC model to pensions -- a!

A Pension Plan Purchasin

CooperaUVe (PPPC) model -- would achleve these reforms. 1
l

]
be the same institution. A viable PPPC rmght be conceived in

outlined bfelow.

10

Couldn’t this account also be fully

hassles and with broad consumer choice among a

!

Pension Plan Purchasing
ndeed, an HPPC and a PPPC might

several ways. One such model is




Name:
Sponsors:

Number:

Coverage:

Financing:

Functions:

|
|
|
|

Pension Plan Purchasing Cooperatives

Quasi-government, non-profit, governing board representing
membership

One serving each geograplnc area

Non-exclusive offerer of retirement benefits

All workers not now offered employer-sponsored retirement benefits

All employers reqmred to offer automatic payroll deduction option to a
PPPC account for workers not covered by an employer-sponsored
pension plan. Worker deducts this PPPC contribution on his/her
own tax return, receives same tax advantage as enrollees in
employer-sponsored plans.

Administrative fees paid from revenues.

Issues RFPs for retirement plans, incltglding annuities, mutual fund
families allowing self-directed investments

Selects plans to be offe‘red using criteria such as fiscal soundness,
investment perfomlance. customer service; contracts with
offerers

Distributes comparative marketing matenal to eligible employees,
covering futuré benefits & ratfi:s of return, financial risk, customer
service \

Collects contributions |

Distributes contributions to the individually-selected retirement funds

Coordinates among other PPPCs to assure national portability and

. continuity as individuals move to other geographic areas
Assures overall management responsxblhty

There are three key differences between the HPPC and PPPC models described here.

* Number and exclusivity HPPCs should be exclusive offerers in an area to prevent

. |
health insurers from competing by "skimmi;ng" risks rather than through cost, quality and

|
consumer satisfaction. PPPCs do not face th;e same constraint and need not supplant

arrangements employers already offer. Alth{{)ugh HPPCs usually should be organized on a state

or sub-state basis because health plans comp:ete by health market area, a PPPC might be state-

based, or even multi-state in scope.

11
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. Coverag HPPC buy-ins for medmm to-large firms

subject to.a carefully-constructed set of rules t %o prevent the |

high-cost firms. This selection issue does 'notiseem to apply t

any worker not covered by an employer pensmn plan. In th1§

assured of equal access to a payroll- thhholdmg financed, ta>
i

a

|

| |

* Financing Workers with a PPPC accofunt should be :
workers w1th an employer-sponsored- pensmn] plan. This tax

workers to deduct PPPC contributions on theu tax returns, li

The combination of payroll deductions, tax advantages immediate vesting, universal

must be either mandatory or
1PPC being selected mostly by

to PPPCs, and they can be open to
way, every worker could be

x-favored retirement plan.

accorded the same tax advantages as
equity can be achieved by allowing

ke Keogh and IRA contributions.

portability, and choice of first-rate plans shoqld encourage many uncovered workers to take

‘ oo
advantage of PPPC plans - particularly as uncovered members

oy : : |
confront the inadequacies of their future soc1ia
Just as there are functioning prototype;s for a HPPC (t

: i
insurance program and CalPERS), there is'a néltional prototyp
in practice. The Teachers Insurance and Annuity Association
college and university employees and non-profit institutions,

personal retirement account. The employing]institution sim

account for its employees, in lieu of setting u

of the baby boom generation

1 security benefits,

the federal employees health
e to show now a PPPC would work
(TIAA), which covers primarily

provides each enrollee with a

ply makes a payment to this

p a separate peﬁsion system. Employees may

supplement these amounts through addmonal payroll withholding. All contributions are vested

1mmed1ately and are fully portable among the participating

institutions. With TIAA, institutions

do not incur the expense of managing their o\wn pension funds. TIAA is supplemented by

options for purchase of shares in a stock mutual fund (Co]le;ge Retirement Equities Fund) and

I T

for life insurance. Why shouldn't smaller firm workers also {have a system that is this good?

i
i
|
i
!
|
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As :with HPPCs, a PPPC concept could be financed in various ways. A model embodying

'

voluntary contributions is described above, bu?t the concept would also be compatible with a

mandatory employer contribution. Such a sy%tem, the Mandatory Universal Pension System

(MUPS), was recommended by the Presidcnt's:, Commission ¢

PPPC apprbach has advantages over Social Sec1;1rity. It offers a

*. investment rather than to federal debt ﬁnancef, and thus also
| |

i |

Assessing the HPPC and PPPC Models ;

I
. | .
Today's private market arrangements for pensions and

n Pension Policy (1981). The
flow of savings to private

offers a higher rate of return.

health insurance -- even aided by

$103 billion of general revenue subsidies f‘I‘OI%l the federal treasury -- have clearly hit their limit,

leaving uncovered tens of millions of p'ersons,% to whom more are added every year. The

proposed HPPC and PPPC models are intendec} to bring far-re

aching improvements to these

) |
|
markets and offer a way to cover many of thei: 37 million persons without health insurance and

1
the 68 million workers without pension coverage.

i
t
:

|

The HPPC managed competition modef:l has become a

major reform proposal only over

the past year, aided particularly by President (‘Zlinton’s endorsement. Many complexities and

issues remain to be resolved. The related PPP(;Z model, advanced in this paper, also calls for

!

discussion by experts in pension and small business issues.. Some early reactors have suggested

that this approach might also be used for life:insurance, for long term care insurance...even as a

vehicle for offering "cafeteria plan" benefits for workers in smaller firms.

i
!

This managed competition strategy fctr reform in health insurance and pension plans,

using HPPCS and PPPCs, offers a middle grou?nd for debates often polarized by advocacy for

|
|
13
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‘ !
employer-linked coverage and unfettered markets, at one end of a continuum, and elimination

of a private market and consumer role by soci%ﬂ insurance, at|the other end. Using public policy

: |
to design rational new markets and market-facilitating institutions may make it possible to

expand both the coverage of health insurance‘and pension plans and consumer choice among

those plans. For millions of workers in small firms who do not benefit from current employer-
|
oriented strategies, such improvements are long overdue.
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