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PRIVILEGED AND -CONFIBENTIARL MEMORANDUM

TO: Ira Magaziner, Judy Feder,
Tom Ault

FROM: —-- Richard A. Veloz

RE: Meeting on Thursday, August 5, 1993 with Puerto
Rican health group

DATE: 8/3/93

c.c. Gene Moyer, Don Johnson, Chris Jennings, Steve

Edelstein

I've attached the list of participants from Puerto Rico who will
attend the meeting on Thursday. The meeting is scheduled for

1 PM in the 01d Executive Office Building (fEOB).

Tom Ault i1s leading the team from HCFA. Eugene Moyer is
preparing the cost estimates for Puerto Rico and the other
territories. Don Johnson and staff (Medicaid/Medicaid) are also
involved in analysis of the material sent to us by Puerto Rico
and the territories.

I've attached Gene Moyer's. preliminary cost estimates. The
estimates concerning Puerto Rico were discussed at a meeting with
Tom Ault on Friday, July 30th. Tom will be| getting back to Gene
and myself if there are any needed changes.| A possible meeting
time with the other territory representatives during the week of
August 9th was also discussed. :

PRELIMINARY AGENDA FOR THURSDAY MEETING:

Congressman Romero-Barcelo's office has relayed to all of their
participants that this meeting is a sit down meeting to inform
and answer questions concerning their health care system as it
relates to the figures that they sent us.

Congressman Romero-Barcelo will introduce the participants from
Puerto Rico. Dr. Enrique Vazquez-Quintana (Director of Health,
Puerto Rico) will give a 5 minute slide preﬁentation on the
Puerto Rican health care system and Dr. Norman Maldonado (Health
Policy Consultant to the Governor of Puerto Rico) will present an
overview of where their own health care reform movement is taking
them. They will then lead is through the material that they sent
and answer questions.

They understand that this meeting will be followed by another in
which we will deliver a proposed framework for inclusion of
Puerto Rico in the health care reform plan.

I can be reached at 202-401-5193. Tom Ault is at 202-690-7314 or
410-966-5635. Gene Moyer can be reached at 202-690-7861.

s+
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ATLA’s Power of Quz?t Persuasion

Behind the Scenes, Lawyers’ Group Tries to Ensure
That Health Reform Won't Mean Medic;a.l-Malpractice Reform

BY NAFTALI BENDAVID

hicago trial lawyer Eugene
Pavalon took advantage of
a glitrering Democratic
fund-raiser to pull aside Vice
President Albert Gore Jr.

Any plan to limit medical malpractice
suits would be a terrible idea that won't
make health care better or cheaper,
Pavalon, a leader
Amnnn of the Association

Focus of Trial Lawyers
» of America,
wamed Gore at the event a few months
ago. Gore said that he understood.

The vice presideat had reason to listen.
Pavalon, a partner in Chicago’s Pavalon
& Gifford, contributed nearly $13,000 to
Democratic candidates last year, plus
$2.500 to the Democratic Senatorial
Campaign Committee. He and his
colleagues in ATLA, through the group’s
'| political action committee, contributed
$2.4 million, mostly to Democrats.

The episode is just a hint of what
President Bill Clinton is up against as he
tries to shoehom reform of the nation’s

SERATLA, PAGE1?

Plaintiffs’ bar leador Eugene Pavalon urged Vice President
Albm Gore Jr. to oppose medical-malpractice reform.
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The Immovable Object in Tort Reform’s Path

ATLA Trains Its Quiet Power on Keeping

Liability Measure

Out of President Clinton’s Health-Care I]i’eform Package

ATLA RROM PAGE]

malpractice system into his health-care
package.

Malpractice reform is popular among
the publle—and the medical establish-
ment. whose
suppott is
crucial if
Clinton is t0
accomplish a
major health-
care overhaul. But ATLA. among the
most formidable interest groups in Wash.
ington. is dead set :gnlnst e, :

UATLA'S army is vast and powerful,
They are the oaly lobby that hu never jost
3 battle before Congress.”" saye Vicior
Schwartz, the leading liability-ceform
lobbyast in Washington and & pasmer at
D.C.’s Croweil & Moring. *'] would ex-
pect they have siready talked at length

Auncuﬂnu
Focus

© with members of Congress about blecking

any limus on medicai liability, ['d nev-
er bet the mortgage against the trial
lawyers.”

Indeed, ATLA is 1 big obstacls. For
yenrs, its 80,000 well-connected mem-
bers, buoyad by a $19 miflion annual
budget. have easily swatted away federl

proposals to [imit jury awards, cap at--

lomey feas, and enact other changes in the
Tort system.

Now, like the physics scenagio ia which
an irresistible foree hits an immovable ob-
ject, the drive ro reform America's health
system is about to smash into ATLA'S
blockade. And liks the physics dddle. no
one really knows what will happen.

Passing any lisbility-reform law without
ATLAs approval will be a daunting wsk.
Atromyt who rapresent injured victims

a powerfui, wealthy, often charismatic
bunch They ¢an make huge fees from

suing big compamcs and weil-to-do doce -

1008, and they like the sysiem just the way
itis.

The lawyers argue that maipractice
costs are a tiny fraction of the nation's
health-care bill. and |that doctors are sim-
piy seeking special peotection from liabil-
ity. Lnrmung malpraciice clyims might

.hurt lawyees. but the|true losers, they say,

would be the victims of malpractice,

The real fight over President Clinton's
heaith-<care package won ‘t begin in eameat:
undll its demls are rovealed, perhaps by
next month. But alnady beginning to
smerge ue the outllnes of ATLA's saisgy.
and it looks {ike s clasgic oe- mpun:h

ATLA has been aduncang ts argument
that malpractice reform won't reduce
health-care costs in quiet, closed-door
sectings. Meanwhile! its alliss in the con-
sumer movement han been holding
graphic, smotional | lpnu confersnessm—
dramatizing the real-life phymd conse-
quences of medical mal

When 2 haif-dozen AT[A laadm met
privately in Apri) with lra Magaziner. the
senior adviser to President Clincon for
mcy developmant who's spearheading

th-care reform, tha proup warmed the
admlniunﬂm of lts staunch opposition.

"“We expressed [conceras about the
misdirection of any proposal to change the
liabiliry system,” rxdls Roxanne Barton
Conlin, & Des Moines solo practitioner
who just stepped down a3 ATLA presi-
dent. ’it waa a friendly, not-very-long

. meating. We provided data. he asked

questions, we pmidad more data, and we
tll smiled and left."

ATLA aiso has sent a large brieflng
book fo the White House oulining the

s arguments mm malpractics re-
form. And ATLA [reprosentatives are
regularly moeting with members of Con-
gress and their aides. many of whom are
purt of Fint Lady Hillary Rodham Clin-
ton's health-tefoem task force.

Contacts are being mads in countiess
informal ways, loo, like Pavalon's dis-
creet conversation with Gore a1 the fund.
caiser, Philip Curbay 2 prominent plain-
:m lnznr and & partner at Chicago's

Demotrics, for vxumpls, has
Ium Hiliary Clinton for years, and he
sem her lieratore oa mdhl malpatice.

*She has semt m nce ur
ing she thaaks me and will use it
her docmou-mmn proceas,’’ Corboy

if thesc tactics j!e aot persusde the
president, ATLA hlu 52300 1D b cven

Ph.ll.lp Corboy sent the first lady
matarial on medical malpractice.

more confident :w its protectors in Cone
gress witl win our.

“*We are fnpmd 1o fight. but we are n
well-disciplined group,” Conlin says,
suggosting that her are 8t the ready,
but won't charge until the battle ery i
sounded, **We wiil make whatsver effort
it takas to be heard and © prevali.

Whils ATLA lawyers are doing their
1hing. consumer organizations. much to
ATLA's delight. are doing theirs. Publi¢
Citizen, 8 group founded by activist Ralph
Nader, held » June 29 press conference
featuring five people who had sither lost
ehlldnn or suffered horrible injuries be-
canss of medical malpractice.

Avis Bennest of Dover, N.H., for ex-
smpls, spoke of |°Ilﬂ, her J-yaamld
Heather st the handa of a neurosurgeen
who'd lled about bis credentials, Bennent
described in painful detail how after an
operation, Heather vomited, went into
seizures, and died.

] had brought in & besutiful, hesithy

SERATUA MAOED
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lixle girt who had overcome so many ob.

stacles. who was ready to lead 2 nomal
lite, who we loved with all out hearms.”

Bennert safd. “*A littie more than 24 hours

later, she was dead.”’
Activists plan to duplicate such emo-

tional press conferences nationwide. to |

dtive home the point that damage caps

hurt only the worst injured victims. AS |

Pamela Gilbert, head ol Public Citizen's
Congress Watch puts it

aplegics and brain-damaged children.”’
Whatever Public Citizen and other
groups accomplish in the public arena.

ATLA’s backstage maneuvers will be |

crucial. And ATLA is very good at back-
stage mancuvers,

Silent Runmng

[n an era of glittering TV ads and high-
pitched press conferences, ATLA's fa-
vored tacrics remain the closed-door
meeting, the quiet phone call. the frendly
chat in the Senarte cloakroom.

**The real test of someone's power is
that they don't need to visibly flex their
muscles,'” says Wiillam Fay. executive

(s cruel 1o
solve the health crisis on the backs of par- |

director of the Product Liability Coor-
dinating Committes. who's been scratched
and bruised in countiess fights with
ATLA. “ATLA is brilliant. They know

how powerful they are. They never appear
publicly. They're always dehind the
scenes.’’

ATLA’s leaders seem to relish this an.
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onvmity. Unlike maay lobbyists. »no
seize any chance (o broadcast their case,
ATLA representatives are often reluctant
to appear at forums or debates. ATLA'S
- opponents are sometimes left wondering
just how the group pulled off a legislative
victory.

“*They just stonewall and stail.” says
Martin Connor. president of the American
Tor Reform Association. which lobbies 0
change liability laws. **You put off hear-
ings. you make sure reports are filed late.

You just delay. delay. delay. and nothing
evirﬁ&pens.“P_es tylish red brick ‘ t l
occupl 35S 1 ’ '
building in Georgetown, temoved from E S Onewa 1 and
the frenzy of dowatown Washington. ' stall. [They]Just
. Upon entering. visitors confront the '

ATLA Hall of Fame.™" a list of promi- delay, delay,
nent trial lawyers engraved in marble. . d l

The organization is elaborately struc- e ay, and
tured. with a board of governors made up } .
of two representatives from each state. 2 : n°th1ng ever
[ 3-member executive committee. and . ’
other commitiees to handle everything , happens'
from fund raising to ATLA’s relations
with the American Bar Association. MARTIN CONNOR

ATLA has a 150-member s;?flf in American Tort
Washington, and recent stalt iay- ‘ Reform Assoc
offs—prompted by a membership slide— : lation

apparently have not lessened the group’s . |
clout. - during a 16-year tenure at the Justice De-

Barry Nace, who has just takenoveras ‘ partment, including chief of the Public In-
ATLA "president. is a partner ia D.C."s ‘ tegrity Section. _
Paulson, Nace. Norwind & Sellinger and _ Among ATLA's top in-houss lobbyists
widsly known for winning large awards on is Alsa pio former chief counsal to
behalf of victims of Bendectin. & drug | g Houss mﬁmm' under then
used to fight moring sickness. Thomas | mm‘“mATLA' ino (mj-)- Parker
Hendarson, the group's executive direc- | o Sablic mh"_d'm executive director
tori held several hig ing positions ] “Tho bearded Parker, low-key and in-

tense, couveys absolute ceruinty of the
mora} superiority of his position. Among
his detractors, Parker, who declined to
- speak for this aricle, hes & reputation foc
arogiace, for wking the attitude that the:
federal government simply has no busi-

SERATLA, PAGE Y
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ness interfering with the siate ¢ivil-tort
astem, and that there’s no point in even
Jissussing the issue,

Last year, Parker told a gathering at the
National Press Club that 2 cemain lisbility-
refoem bill would never reach the floor of
the Senate. That flat-out prediction of 2

© vongressional action is cired by ad-

versaries a5 an example of Parker's ap-
rogance, As it turns out. he was right: the

dill never did reach the Senare floor.

Frea<lance Firepower
ATLA’s high-powered staff is supple-

- mented by some of the most fearsome

free-jance lobbyists in town. Foremost
among them is Thomas Boggs Jr. of
D.C.'s Panon, Boggs & Blow, a Wash.
ington insiitution and the son of (wo for-
mer members of Congress. Boggs was
recently named the capital's No, | lobs
byist by Washingronign maegazing.
{Schwartz, perhaps ATLA's highest
profile cpponent. renked 17th.)

Another longtime ATLA lobbyist is
Howard Paster. an alumaus of the D.C.
lobby firm Timmons and Co. and publie-
relations giant Hill & Kaowiton. who is
currently serving as President Clinton’s
congressional liaison. ATLA [eaders 1ay
that conflict-of-interest rulss prevent their
talking to Paster now, Nevertheless, it

. clearfy heipa to have a friend in such an

influential position.

ATLA has another advantage that is not
to be underestimated; The group focuses,
lagerlike. on blocking [ability reform.

* whils the intereses of ity adversaries,

whether doctors or manufaciursrs, sre
scatersd across the political landscape:
Marntin Connor, of the Toet Reform As-

- soclation, recally the importance of that

single-mindedness from his days aa
Washington counse! to the General Elos-
tric Co.

“If | go visit n member of Congrem

‘about product liability, bw knows it's far

v 8-24-83 § 3:31PM
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Congress Waich’s Pamala Gilbert rq‘-ca coBlaingg wiss hay proap is
cosy with ATLA, saying the two “don’t have a vary good relationship.”

¥
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{rom the most important isiue ‘or Cenetal
Electric,” Connor <ays, "He knous b
can say no to me, becawse 'l N back neur

week o talk abour taxes or trade. By -
when an ATLA represcntative goes 1o ses .
a member of Congress, there is aothing he

is interested in except liabulity seues,”

An example of the ATLA sivle—~and 3
likely praview of the medicsl mulpeactics
battie—is provided dy layr rear’s fight
ngainst 3 major dill ro reduce the hubility
of manufacturers,

Boggs. ATLA's outside lobbvist, was
in charge of persuading scnators to oppose

the liability-reform bull, reculls Fay of the |
Product Liability Coordinating Com- :
mittee. who was lobbying for it. Boggs -

waited in the cloakroom during the Sept,

|0 Senata vote. watching s Mujocity

Leader George Mitchell (D-Maine: ma.

neuvered to keep a filibuster against the

bill alive.

Boggs revealed gleefully to rival fob- .
byists that he had secured 3 wrphise vote,

which wrned out to be Sen. Danie! Inouye |

(D-Hawsii),

While ATLA worked dehind the
scenes, Public Cidzen. then ay now, was
arguing agsinst the vill much more dra-
matically. Shonly before the Senate voce.
Public Citizen held a press confarence
featuring 28 people who had been injured
by defective products.

A ot of these people had lost limbs. ™
Fiy says. **1 defend the peopls wha make
the products. buc this was hearis
wrenching. even forme,””

The result of the ATLA-Public Cirizen
campsign: the product lisbility-reform bill
wis kept off the floor by rwo votes,

A Baneficial Alllance

The fact that ATLA often finds iseif on
the same side a3 Nader is a clear advantage
for the group. one other lobbiea can only
dream of, Like trial lawyers, Nader be-
lieves in the right 10 sve. But while it's

SHATIA, PAGL TS
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William Fay: ATLA wields its
power bahind the scenes.
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tempting.to dismiss the lawyers” position

as driven by self-interest, their patnership
with Nader helps lend the group a veneer
of public-spirited respectability.

gomc have criticized ATLA's relation-
ship with Nader. charging that Public
Citizen gots monay from trial lawyers
and. in exchange, supports the lawyars’

sitions,

But Gilvert insists that only a small
percentage of Publie Citizen's funds come
from trial lawyers. The two groups’ gosls
often differ. Gilbert says, ciring. for ia-
stance, 4 recent Texas law with a provi-
sion giving the manufacurers of wobacco
products immunity from lisbility. Con-
sumer groups opposed ths legistation: trial
lawyers sccepted the provision as 2
compromnse.

*We don't have 8 very good relation.
ship with ATLA." says Gilbert, “"We
don't think they're tough enough on some
issues, Wea've witnessed them sell out
consumers in some baftles. and we have
forcefully opposed them. ™

ATLA's clout may be even greaier now

BAKER, HOSTETLER=

ATLA's Alan Parker is known as
an effective, i!hauichly. advocats,

because the group wis so clearly on the
winning side in the' jast election. Ine
dividual ATLA members gave $481.179
to Bill Clintor and just $75.013 to George

202 456 7738:8 7

Bush. according to an analvuis Jone sur-
lier this year by the Center fur Responsive
Politics. a non-profit group that 3dvovaces
campaignerinance reform.

The group's political action commumec,
ATLA PaC, meanwhile, Junaed a ton
of acarly $2.4 million 10 383 congres-
sional candidates in the 1992 election, the
great mejority of whom were Democrts,
Oaly three PACS spread more cash
around.

While muny groups domate 1o members

of one or two key congressional com-
mittees, ATLA seems to give 1o just about
evervone, regardless of committes, **{t'3
clasgic maney-buased lobbying.”* says

Connor of the American Tort Reform As- |
sociation. ' You comwidute to everybody, .

and they 're al] your frends. "

Many trial lawyers also give cutside the
PAC 10 congressional candidates. Curboy.
for example, gave & ora} of 574,431 10 18
songressional ¢andidates, plus another
§28.,500 1o groups like the Democratic
Senatorial Campaiga Commitee,

“They have an absolutely perfect sirva-

tion: 3 gigantic PAC, an incredibly stong |

lobbyist in Tommy Boggs. and a lot of
former tria) lawyers in the U.S, Senare.™
Fay sums up. **ltall fits together.

Publicly at feast. ATLA lawyers
downplay their influence. They greet
questions about thelr ctout with a **nodody
here but ua chickens' pratestation of
innocence,

“'The only way to maks our casa is the
way evary organization does.”” says Pave
slon. a former ATLA president. *'Partic-
ipating in the process, going to the con-
gressions! lzadcrshi?. and making our
views known--that's the only avenue
that's really open 1o us.”

Amarica’a trus might and money reside
with Forrune $00 companics, ATLA rep-
resentitives say. and those corporations
uniformly lins up against the ATLA laws
ysrs who sus them.

And whils ATLA ranked fourth in

campeign conmributions last year, it was
the American Medicsl Association—
ATLA's implacable foe in the banle over
malpractice—<hat ranked first. The AMA
spent $3.2 million: ATLA. $2.4 millica.

Blueprint for Gridlock

The struggle detwssa ATLA and the
AMA over s role of medical malpractice
in the Clinton reforms has aiready seen a
half-dozen rwists and turns. For instanca,
members of Clinton’s “working group"
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! on medical malpractice thought they had
i hit upon a brilliant solution to the medical. :

malpractice dilemma a few months ago.
when they advanced a concept known as
enterprise liability.

Uader enterprise liability, in any mal-
practice suit, doctors would be replaced as
defendants by hospitals ot other large
health arganizations. The administration

expected cheers from doctors when they
floated the idea, but instead was greeted

with a cold fury.

From the doctors’ perspective, en.
terprise liability meant that doctors’ em-
ployers—which under the Clinton plan
means large health-care networks—would
greatly increase their control over physi.
cians in an effort to avoid maipractice
suits, Faced with the doctors’ wrath, the
Clinton administration immediately
dropped the idea.

The incident was eye-opening for the
trial lawyers and other interest groups,
because it apparently showed how easy it

was to get the administration’s hegith-care -

reformers to back off.

Now. with enterprise liability seeme
ingly off the table, the administration s
leaning toward a set of reforms based on &
1978 California law: capping medicai-
malpractice damage awards based on the
severity of the injury; limiting attomney
fees; allowing guilty doctors 1o pay in in-
stallments; and notifying juries if a victim
is already recsiving money from another
source, such a8 workers’ compensation,

And just as doctors hats enterprise liss

BAKER, HOSTETLER=

Barry Nace, a well-known D.C.
Tid wyer. is ATLA’s new chief.

bility. plaintiffs lawyers despise the Cali~
fornia reforms. And they’rs joined by
consumer groups, who argue that limiting
the right to sue will only hurt malpractice
victims.

‘ Several groups, including Public Citi-
zen. sent the president & laster June 29
threatening to oppose the entire Cliaton
heaith package if it includes the California
reforms.
| Says Public Citizen’s Gilbert: **The
administration loved enterprise liability.
Then they got one letter and they dropped
it entirely. So we thought we'd send a lets
ter and ses what happens.*

i Now Clinton finds himaelf trapped be-
tween two of the most powerful groups in
America, physicians and attomeys. Clin-
ton’s challenge, observers say, is tocraft s
malpractice reform that changes the sys-
tem just enough to satisfy the doctorse-
without infuriating the lawyers.
Gilbere and othets are irying to offer the

202 456 7738:% 8
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White Houxe a way out by cobbling to-
gether a non-threatening reform puckage
that doesn 't upset anyone too much,

Such a package probably will include 3
requirement that before xuing ror mul-
practice. a plaintiff must file 1 ceriricate
from a doctor vouching that the claim has
merit. Other likely elements are an out-of-
court arbitration system for all claims un-
der $50.000, and insurance retorm (o
protect especially vulnerable specialists.
like obsterricians.

Such a compromise would suit Presi-
dent Clinton’s style: he seems to love
finding middle ground between warring -
camps. like loggers and environmen-
talists, or gays and generals. But assuag-
ing physicians and trial attommeys may be |
his toughest challenge yet.

“It's herd for doctors and lawyers to
even lalk to each other,'” says Randall
Bovbjerg, who heads the Urban Institure's
Health Policy Center. '"Doctors are used
to a standard of near certainty. If they
shoot someone full of drugs. they want 10
be damn sure what's going to happen. |
Lawyers have a different artitude: "There's
8 dispute. Somebody’s going to win. [t
might as well be me.’




DETERMINED TO BE AN ADMINISTRATIVE
MARKING Per E.O. 12958 as amended, Sec. 3.2 (¢)
Initials: _J73 . Date: K 16065

PRIVILEGED AND CONFIDENTIXD MEMORANDUM

TO: Judy Feder
Ira Magaziner
'FROM: Richard A. Veloz(zzb
RE: Puerto Rico and the Territories
DATE:. 7/30/93
c.c. | Chris Jennings, Steve Edelsteiﬁ,»Tom Ault, Don

Johnson, Eugene Moyer, Atul Gawande
BACKGROUND :

Puerto Rico and the territories of Guam, the Virgin Islands and
American Samoa, have submitted the data that we requested from
them at our last meeting (July 14th).

A team composed of Atul (leaving on Friday), Don Johnson, Eugene
Moyer, Tom Ault and myself has formed to go over this material
and provide follow up analysis. Tom Ault will lead this team
effort. '

TIMELINE:

Since our initial meeting I have met several times with the
Congressional representatives of the territories and Puerto Rico.
Now that they have submitted the requested data they are anxious
to meet with us. Puerto Rico especially, would like to begin
this process by next week. A consensus on our working team is to
have two meetings. The first, to walk through the cost estimates
and rationale for the figures that we’re working with. The
second meeting, to propose a framework for inclusion in the
health plan.

We need to be clear on our position before we meet. However, If
we can agree on a position, a first meeting can be arranged for
Thursday the 5th of August. At this meeting the Puerto Rican
health members would like to walk us through their figures and
present an overview of their new health reform program.

1 can be reached at 202-401-450?, or 202-401-5193. Tom‘Ault can
be reached at 202-690-7314. ‘



TO: Ira Magaziner, Judy Feder

FR: Atul Gawande, Richard Veloz, Don Johnson

RE: 7/12 meeting with Barcelo re: territories and Puerto Rico
DT: 12:23pm July 8, 1993

On 7/12 you have a meeting with Resident Commissioner Carlos
Romero-Barcelo. The meeting’s purpose is to establish a process
for formulating an acceptable plan for the territories and Puerto
Rico.

To establish a successful process, you will need to lay out the
framework for the territories in the health plan and the
negotzatlons/dlscuss;ons to follow.

The current proposal:

1. Territories and Puerto Rico are fully included in reform.

2. Coverage and benefits. Alliances and health plans will
function under the same rules as for States. However, the
territories will have greater flexibility in the following

areas:

. The comprehensive benefit package can be changed to
suit the service availability and infrastructure of the
territory.

. The territories may implement reform on theilr own

, tlmellne without penalty
3. 'Financing.

We have concerns that current financing structures in the
territories are dramatically different from those in States.
In Puerto Rico, for example, health care is not employer-
based, but rather a universal, general revenue financed
public health system. We do not want to destroy the revenue
base for health care in the territories. Therefore, we will
.provide flexibility on financing: :

) A territory may adopt the financing structure of the
health plan or design a financing structure more suited
to its own circumstances..

] To allow for this flexibility and provide for

‘ predictable federal expenditure, the federal government
will provide a health care block grant at a level
significantly above the current Medicaid cap to provide
for low-income subsidies.

Moving forward —-- the process:.

. A small group of three or four people is formed to work with
'Mr. Romero-Barcelo and others in developing the details for



this proposal in order to assure 1ts acceptablllty to the
territories and Puerto Rico.

A meeting will be arranged for a negotiation on the level of
the health care block grant for the territories and Puerto
RlCO :

A point of caution

Expectations have been raised to very high levels as a
result of the announcement of full inclusion of the
territories and Puerto Rico in reform. They have
interpreted this to mean the removal of any federal caps, a
maintenance of effort on health spending and federal
responsibility for all further low-income subsidies.
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