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THE CBO ANALYSIS 
February 9, 1994 

• The fundamental premise of the President's approach to health reform is that 
we can gukantee private insurance to every American and still reduce the 
amount th:e nation spends on health care. Yesterday, the Congressional. 
Budget Office completely validated that premise. 

I 

• In fact, the CBO determined that, between the years 2000 and 2004, we 
will be able to guarantee private insurance to all Americans while 
spendin~ $413 billion less on health care. That's $413 billion that can go 
to higher 'rages for American workers, money that businesses can invest and 
use to create jobs, and increased savings. 

! 

. • The CBO ~nd the Administration agree that the President's approach will 
save mon~y. In fact, the two estimates of savings in national health 
expenditutes -- that is, total spending for health care in the country -- are 
very close.i The difference between the Administration and the CBO analyses 
is that CBO predicts that these savings will initially go to businesses and 
statellocall governments. In contrast, the administration expects these 
savings tol initially go to the federal government and therefore to immediately 
begin to reduce the deficit. The $133 billion "differencelt in the CBO and the 

I • 

Administration deficit estimates -- which is described as "small" in the CBO 
analysis iiself -- is a result of these differing assumptions. Nonetheless, the 
CBO too brojects long-term deficit reduction. leBO Analysis. p. xiii] 

I 

• This issue! clearly can be resolved. Since we are in agreement on the 
essential framework, the deficit issue is something that can be easily worked 
out as the Iproposal proceeds through what will be a very substantive process 
in the U.S,. Congress. We stress that the President's health reform 
proposaljwill pay for itself and reduce the deficit. 



THE 	CBO ANALYSIS 

Sen. Mitchell: 	 '~m I correct in my understanding that your report 
supports the President's conclusions as to those 
principal objections . .. So that all Americans would be 
insured, the deficit would be going down, health care 
spending as a percentage of the Gross Domestic Product 
would be going down, and the wages ofAmerican 
workers would be increased by up to or close to $90 
billion a year. Is that correct?" 

Mr. Reischauer: 	 "That is the judgment that we reached." 
[CBO Testimony, Senate Finance Committee, 2/9/94] 

A. 	 V ALIDA'4ES THE PRESIDENT'S APPROACH 

• 	 The Presfdent's approach will guarantee every American private 
health insurance and control costs. 

"Th~ CBO credited the administration with coming up with a 
frarhework that appears to reconcile what many had considered 
irre¢oncilable: extending health care to all Americans while at the same 
tim~ slowing the growth of medical costs, which threaten to consumer 
20 percent of the nation's economic output by the end of the decade. " 
[pearlstein and Broder, Washington Post, 219/94] 

"[The CBO analysis] is a significant acknowledgment that healthreform 
can Ido what is necessary; that is, provide health coverage for all 
Americans while containing sky-rocketing health-care costs. " [USA Today, 14 

] 	 . 

• 	 American families will benefit from the President's approach. 

"Thl Clinton plan, when compared to today's system, would cost 
ave1age Americans less money, give them more health benefits and more 
choice ofphysicians and medical care, [Reischauer] said." [priest and 
Riehl Washington Post, 2/9/94] 

I 
• 	 The President's approach will lead to deficit reduction. 

I 

'lCBO Chairman Reischauer said] significant deficit reduction will be 
achieved by 2004. " 1J.lfl. 2/9/94] 



THE CBO ANALYSIS 
Page 2 

• 	 American workers will get higher wages from the President's 
approachl 

".. . Ithe lion's share of those savings would be returned to workers in 
the form of higher cash wages . .. "rCBO, 2/9/94, p. 35] 

'1"irL, the proposal would increase the cash wages of u.s. workers . .. " 
~'~ rlYSis of the Administration's Health Proposal", CBO, 2/9/94, p. 51] 

• 	 National ~ealth expenditures will be "significantly" reduced under 
the President's approach. 

_. ''Thl., CRO projects that national health expenditures would fall $30 
billibn below the current CBO baseline by calendar year 2000, and 

I 

would be $150 billion (7 percent) below that baseline in 2004." ["An 
Analj,sis of the Administration's Health Proposal", CBO, 2/9/94, p. xii] 

"Onle the administration's proposal was fully implemented it would 
I 

significantly reduce the projected growth of national health 
expehditures." [CBO, 2/9/94, p. 26] , 

• 	 BusinessJs will save substantially under the President's approach. 

I 	 ' 

"[The President's proposal} would .sharply reduce the growth of 
I 

employer spending for health insurance. By 2004, employers would 
savelabout $90 billion for active workers and more than $15 billion for 
early retirees ... "['~nalysis of the Administration's Health Proposal ", CBO, 2/9/94] 

"But businesses' costs for health care would be significantly reduced 
overall . . For example, the total premiums employers would pay for 
actiJe workers would drop by about $20 billion in the year 2000. " ['~An 
Analjsis of the Administration's Health Proposal", CBO, 2/9/94, p. xiii] 

• 	 All small ~usinesses will benefit. ' 

- n[Thl proposal} would benefit smaller firms that typically pay much 
high1er premiums than larger firms. This leveling of costs could benefit 
all sfnall businesses -- not just those that provide insurance today. With 
acce~s to more affordable insurance, small businesses would be better 
able Ito attract workers who now demand health insurance as a 
condition of employment. " ['~n Analysis of the Adininistration's Health 

IProposal", CBO, 2/9/94, p. 54] 



THE CBO ANAl.YSIS 
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B. 	 WHAT lSI OUR RESPONSE TO ... 

• 	 Reports that the CBOclaimsjob loss: 
The CBO ~nalysis specifically states, as do many independent studies, that 
the Presid~nt's approach will have a negligible, or positive, effect on 

Iemployment. 

"Thl Clinton plan, [CBO] concluded, would not significantly slow the 
ecoJomy or result in the loss ofjobs, as many critics have charged. " 
[pea~lstein and Broder, Washington Post, 2/9/94] 

" ... [the proposal] would alter the unemployment rate little." [CBO, '~n 
Analysis of the Administration's Health Proposal", 2/9/94, p.51] 

In fact, soLe independent studies say there will be job creation. 

-- Twl independent studies -- one from the Economic Policy Institute and 
one from the Employee Benefit Research Institute -- predict that jobs 
will be created as a result of health reform. The EPI projects that 
258,000 manufacturing jobs will be created over the next decade. And 
the IEmployee Benefit Research Institute predicts that the President's 
proposal could produce as many as 660,000 jobs. There will also be 
health care jobs created -- with one health economist at the Brookings 
Institution predicting that the plan will create 750,000 health-related 
. b IJO s. [Efl, November 1993; EBRI, November 1993; Reuters. 9/16/93] 

The CBO layS that the primary changes in the labor market would be a 
result ofvbluntary retirement as Americans who have worked hard their 
whole livek are no longer locked into their jobs just to keep their health 
coverage. 

"CBO estimates that eventually between one quarter of a percent and 1 
perdent of the labor force might prefer to stay at home if the 
proposal were enacted." ['~n Analysis of the Administration's Health 
Prop,osal", CBO, 2/9/94, p. xiv] 
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• 	 Differences in Short-Term Deficit Projections: 
The Admlliistration and the CBO agree that the President's approach will 
create sa+gs. CBO shows the initial savings going to private sector and 
statellocal governments, rather than to the federal government as the 
Administration projects. The difference between the CBO and 
Administration deficit estimates -- which was described as "small" in the, 
CBO analysis itself -- is a result of this allocation. Nonetheless, the CBO too 
projects lorig-term deficit reduction. 

-- "[Re1SChaUer] also went out of his way to call the differences in financial 
estithates 'relatively small potatoes in the great scheme of 
thidgs. ,,, [pear, New York Times, 2/9/94] 

In fJct, the difference between the Administration's and the CBO 
defidit estimates is only about 4% of the projected federal health 
expenditures during the same period -- and much less than 1% of the 

I 

total federal budget (.13%). [internal calculations from CBO, Table 2-1, p. 26] 

'lCBO Chairman Reischauer said] significant deficit reduction will be 
achikved by 2004. " t:.Jl£l, 2/9/94] 

'lThis] difference of opinion may have more political than economic 
I 

signfficance: Both predict that the Clinton plan will begin saving money 
for the government, business, and consumers by the year 2000. " 
[Peatlstein and Broder, Washington Post, 2/9/94] 

'PoCIUSing on the effects ofproposals in their early years is, therefore, not 
very Imeaningful; it is the long-term impacts, when new coverages would 
be fully phased in and the system stabilized, that are important. " ['~n 
AlI.al~sis of the Administration's Health Proposal", CBO, 2/9/94, p. xili] 

c. 	 OUR PRdpOSAL STANDS ALONE IN SPELUNG OUT SPECIFICS: 

"Thl Health Security Act is unique among proposals to restructure the 
heal~h care system . .. the proposal outlines in legislation the steps that 

I 

would actually have to be taken to accomplish its goals. No other 
proPosal has come close to attempting this. Other health care 
proposals might appear equally complex if they provided the 
sa"te level ofdetail as the Administration on the 
imp1lementation requirements." (emphasis added) ['~n Analysis of the 

I 

Administration's Health Proposal", CBO, 2/9/94, p. xv] 
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CBO TALKING POINTS 

Administration 


February 8, 199;1 


This debate should be about providing all Americans with guaranteed 
private insurance that can never be taken away. The CBO accounting 
decisi6n is ultimately a technical, score-keeping issue that will not affect the 

I 

outcome of health reform. 

privat~ sector health care premiums should not be counted as part of the 
federal budget. It doesn't make sense. Under the current system, employers 
pay pr~miums to health insurers to purchase insurance for their employees. 
These itransactionshave never been considered part of the federal budget. 
The Piesident's approach builds on the current system with employers 
continhing to pay insurance premiums to private sector health providers. 
These private sector premiums are not part of the federal budget now and 
there's: no legitimate reason why they should be considered part of the federal 
budge~ under reform. 

Why ~ould a payment from one private party to another private party be 
part of! the federal budget? The government will neither collect nor spend 
this money. This transaction is similar to the requirement in many states 
today fhat residents must purchase auto insurance. The resulting payments 
-- betw'een these people and their insurance companies for a car insurance 

, policy +are not counted as taxes on state budgets ~or would anyone expect 
them to be. The argument that any payment requIred by the government 
shouldibe part of the budget ignores the many cases today where the 
government sets a minimum standard to provide security to its citizens (i.e., 
minim~m wage). It would be unprecedented to begin to count these ~ow as 

I 

part Ofjthe federal bUdget., ' 

We specifically rejected a government-run, government-financed 

system in favor of a system that is rooted in the private sector and 

buildslon the employer-based system to guarantee every American 

private comprehensive health insurance. 


While Jrivate premiums should not be used to calculate the federal budget, 
inform~tion on premium payments -- including estimated total premium ' 
contribhtions by employers and consumers -- will be clearly displayed in the 
budget.! We want to ,ensure that this information is readily available and 
accessible to the American public. 

I 



• 	 In addition, any funds being collected or spent by the federal government -­
such\as new Medicare benefits, veteran's health, or discounts on the price of 
insu~ance to small businesses and low income families -- have always been 
and will continue to be clearly counted as part of the budget. 

I 
• 	 If there are technical budget issues that need to be worked out, they will be 

resol~ed as the Congressional committees move forward, in consultation with 
I 

the Congressional Budget Office. The bottom line for the President has 
alwa}s been providing all Americans with guaranteed comprehensive private 
insur~nce that can never be taken away. 

I 

[i:\data\hlthcare\adminl.fin: 02107/9411:10 PM] 



QUESTIONS FOR CBO 


1. will the budget show any more information based on the CBO 
I 

change in accounting for premiums? 

AcCOrdi~g to the President's FY 1995 budget, when the Health 

securitt Act is fully implemented, the budget will include 
i

information each year showing total premiums estimated to be 

paid by employers and consumers. In addition to premiums, 

the budget will show accounts receivable and cash flow. 

i

Under CBO's "on-budget" treatment, will the budget be 

reqUire~ to provide any additional information? 



QUESTIONS FOR CBO 


2. Does the 
i 

CBC change in accounting alter the flow of dollars 

into th~ Federal Treasury? 

Under H.R. 3600, premiums flow into regional alliances and 

not the Federal government. By classifying the premiums as 

"on-budget" for CBC accounting purposes, do you mean to 

imply that alliance premium dollars will come into the 

Federall Treasury and be mixed together with Federal 

government revenues? 

Would the Federal government have any more access to the 

. I .d . t 11 . th th ld t thprem1ums pa1 1n 0 a 1ances an ey wou 0 0 er 

private insurance premiums? 

For example, if there were a surplus nationwide in health 

allianc~s, could health care premiums be used to pay other 

Federali bills? 



QUESTIONS FORCBO 


3. 	 The President's FY 1995 budget shows the sources and uses of 

Federal funds associated with the Health Security Act. 

Would yqu agree that these revenues --- from the cigarette 
Itax, 	for example --- are different from alliance premiums? 

I've 	stJdied the tables (on pages 189-190) in the 
I 

President's budget that reflect the Administration's cost 

estimatJs for various components of the Health Security Act. 
I 

IThey show the costs to the Federal government --- from the 

SUbSidils, to the expenditures for public health, etc. 

and the receipts to the Federal government --- from the 

cigarette tax, etc. So isn't this debate just about the 

premiumi paid to alliances, which you say should be "on 
I 

budget"? 



QUESTIONS FOR CBO 


f. 	 I'm trying to understand the real significance of your 

opinion that the premiums paid to alliances should be placed 

"on budget... Does the fact that:- CBO accounts for premiums
I 
i

differently mean that any businesses or individuals will pay 

more thJn they would if the premiums paid by alliances were 
I 

accounted for off-budget? 



QUESTIONS FOR CBO 


s. What is the real impact of CBO's decision to account for 

allianck premiums as a miscellaneous Federal receipt? 

If as a result of CBO's accounting decision there is no more 

informafion in the Federal budget, the alliance premiums 

cannot be used for any Federal.purposes, and there is no 

cost to businesses or individuals, is it fair to conclude 

that the CBO scorekeeping decision does not seriously change 

either lhe impact or the cost of H.R. 3600? 



'. 

QUESTIONS FOReBO 


6. You have indicated that in your opinion, the premiums paid 

to alliJnces for private health insurance should be 
I 

classified as "on budget." But help me understand why this 

is so. IIsn't it true that the Health security Act is just a 
i

federally directed reorganization of an existing health 

insuranle system in which most firms and individuals 

participate now, and would continue to participate absent 
I 

this proposal? In fact, for many employers who now provide 

insuranbe, premium payments will actually go down as a 
i 

result of the Health Security Act. What changes does the 

Health 1ecurity Act make to bring these private premiums 

into thl Federal budget? 



QUESTIONS FOR CBO 


8. 	 You hav~ indicated that one of the reasons you have 

determiried that the premiums paid to alliances should be "on 

budget" is that the alliances are subject to a Federal 

authority. But as I read the Health Security Act, the 
I 

alliances will be subject~o considerable state regulation 

and conJrol, such as determining the number of alliances and 
I 

their g~ographic coverage, etc. In other cases where the 
I 

responsibility is now shared by the States and the Federal 

GovernmJnt, such as the Medicaid program, only the Federal 
I 

share of the total costs is shown in the Federal budget. 

Can you explain why this is different? 



. , 

QUESTIONS FOR CBO 


14. I understand that H.R. 3600 requires that employers help pay 

I. . ifor heallth ~nsurance prem~ums of the r employees. I don' t 

understlnd how this insurance requirement is different from 

other p~ivate insurance which various federal and state laws 
I . now requ~re. 

In most states, for example, all cars must be insured with 

at leas, a minimum level of insurance. While you could 

choose not to drive a car, you cannot choose not to ride in 

a car ahd still function in society, which means that 

directl~ or indirectly we all pay 'required auto insurance 

. I 
prem~ums. 

When we buy auto insurance, we call insurance agents who are 

licenser by the government and buy insurance policies which 

are regrlated by the government. Yet I don't think any of 

us think of our car insurance payments as a tax or as a 

payment 

Can you 

to the government of any kind. 


help me understand the difference between requiring 


health insurance as opposed to auto insurance? 



. ,~ 

QUESTIONS FOR CBO 


17. 	 I am confused by this characterization of premiums paid to 

the all~ances as being receipts that should be classified as 
I"on budget." It seems to me that we regulate businesses and 
I 

individpals in many ways that have never been included in 

the Federal budget. 

I can c~te a few examples that come to mind, including: 

• 	 Th~ employer requirement to abide by the Occupational 
I 	 ' 

Safety and Health Act; 
I 

i 

• 	 The eJIlployer requirement to comply with the Americans 

Wi~h Disabilities Act; 

• 	 Th.e requirement on automobile manufacturers to install 
! 

seat 	belts. 

All of these kinds of government regulation have undeniable 

costs tio the entities that are regulated, but we do not 

cateQ01iZe them as "miscellaneous receipts" that must be 

detaile1d in the Federal budget. Can you explain why these 

situations are different than the premiums paid for private 

insuraJce in the alliances? 
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°rHE WHITE HOUSE 

WASHINGTON 

February 8, 1994 

MEETING WITH DEMOCRATIC LEADERSHIP AND HEALTH CHAIRMEN '" 

DATE: February 9, 1994 
WCATION: Roosevelt Room 
TIME: 9:00 am 
FROM: Pat Griffin 

I. PURPOSE 

To thank the Leadership and the Chairmen for their helpful suPRort • 
aro~nd the CBO testimony and report. 

i 

To ~gree on a process for coordination between the White House and • 
Corlgress, and between Committees in each House and between House and 
Senkte now that the legislative process is fully engaged. 

To reiterate need to complete floor action on health care by both• 
I 

chambers by no later than the July 4 recess . 

.To bUtline the "bottom line" provisions that must be part of the final bill • Ipresented to you. 

II. BACKGRbUND 

Despite a potentially very damaging CBO report, the White House and the 
Congressional Leadership worked together constructively to achieve the best 
result pos~ible. The release of the CBO report truly initiates the legislative 
process AND, in so doing, proves that we can provide every American with 
coverage Jithout an overall increase in health care spending. 

I 
TomorroVtf's meeting gives you the opportunity to hold a discussion with all the 
Chairs in the same room and to outline the substantive "bottom line" issues you 
believe arb imperative to designing a bill that is acceptable to you. Such a 
discussion Iis advisable in order to give some helpful parameters to the Chairs 
during their upcoming mark-up process AND to get any early warning signs about 
the extentlto which your priorities are going to cause the Chairmen any 
difficulties. 

I 



III. AGENDA ITEMS 

1. 	 Timetable and Strategy for Achieving Goal. There is no question that 
marty House Members live in fear of being whip-sawed by the Senate if 
the~ are forced to move first and take a tough political vote on health care, 
p~icularly 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. 

I 
To be responsive to the understandable concerns of the House, we 
recrlmmend that you push the idea of a simultaneous (or as close to 
sim~ltaneous as possible), bicameral Committee and floor vote strategy. In 
you} discussions last week with the House Leadership, the Chairmen 
agrJed 	to coordinating amongst themselves and the Administration. The 

I 

optimal outcome from this meeting, therefore, would be an agreement to 
estJblish a bicameral, Committee Chainnen coordination mechanism. 

2. 	 "Bottom Line" Issue Discussion. To help outline the skeleton of the bill 
you/ would like to see reported out of Committees and passed on the 
respective floors, we recommend that you use this meeting as an 
opp~ortunity to outline your bottom line provisions to the participants AND 
to open up a discussion about how to achieve support for these provisions. 
If they are consistent with what Ira has forwarded you previously, they are: 

(1) Universal coverage by the end of the decade that utilizes an 
employer-based system. 

(2) Comprehensive benefits that are defined. 

(3) Insurance market refonns -- community rating, banning 
underwriting, and promoting large risk and purchasing pools -- to 
put an end to insurance discrimination. 

(4) Cost containment that has an enforceable backstop. 

3. 	 Policy/Political Differences Should Be Shared In Private. A discussion 
abdut how much the press wants to see the Democrats fighting among one 
andther seems advisable. Then, a request -- leading to an agreement -- to 
air Idifferences privately should be pursued. 

4. 	 DiLusSion of Advisability of Press Conference/Availability. Since the 
Le::l.dership and Chairs are all in one place, this might be a good 
opportunity to have them stand together to present a picture of unity and 
corffidence to the press. Nothing is scheduled, but a discussion about the 
ad.J.isability of doing this may be warranted. 



IV. PARTICIPANTS 

- The Presidint . Pat Griffin 

The Vice R1'resident Harold Ickes 

The First Uady Chris Jennings 


IThe Speaker Jack Lew 

Majority Uader Gephardt Ira Magaziner 

Majority Uader' Mitchell Janet Murguia 


I 

Chairman ¥oynihan Steve Ricchetti 

Chairman ~ennedy George Stephanopoulos 

Chairman Rostenkowski Melanne Verveer 


I 

Chairman +>ingell 

Chairman Ford 

Staff of Mdmbers 


V. SEQUENCE OF EVENTS 

Members dod staff arrive at 9:00. 

The Presid6nt opens up meeting and calls on the First Lady to make a few 
remarks atiout how appreciative she has been for all the past advice and how 
much we ~ll need the Leadership's assistance throughout the upcoming 
challenging process. 

The President briefly outlines the three agenda items that he would like to discuss 
and opens ~p the discussion. Probably the most useful discussion would one that 
focuses on !the Members current feelings about the Administration's bottom line 
issues. 

VI. PRESS PUAN 

Closed prels. (White House photographer will be present.) 
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THE WHITE HOUSE 

WASH I NGTON 

February 22, 1994 

I
MEETING WITH HOUSE SINGLE PAYER CO-SPONSORS 

I 
DATE: February 23, 1994 
LOCATION: Roosevelt Room 
TIME: 4:45 
FROM: Pat Griffin 

I. PURPOSE 
ITo reassure single payer co-sponsors that they are not 

beihg taken for granted. 
iTo underscore the commitment in the state of the Union 

that you will veto a bill which does not guarantee that 
alII Americans will be covered with comprehensive 
ben~fits. 

i

To make clear that the Administration has not made any 
conbessions and is not negotiating with anyone. 

To kestate flexibility about the mechanics of the bill 
as being consistent with sticking to the principles 
whi¢h are most important to both the Administration and 
to rhiS group. 

II. BACKGROUND 
i 

We initi!ated this meeting to make certain that the dinner on 
Monday night I ith Senate Republicans is not misconstrued, andWI 

because it is important to make clear that the debate is not, 
simply between the Administration and conservatives. Congressman 
McDermott hasi been anxious to meet with you for some time, and 
this meeting provides an opportunity to have a serious discussion 
with a repres;entative group of single payer co-sponsors. The 
list of Members invited was put together by Congressman McDermott 
and reflects lthe whip structure he has organized among his co­
sponsors. i 

single ~aye~ co-spo~sors are sensitive about ,our change in 
language from un1versal coverage to guaranteed pr1vate health 

I . " care. It would be worth underscor1ng that our plan allows states 
to choose a ~ingle payer option, and that these are the only two 
plans that CBO has concluded would accomplish real universal 
coverage. 



III. AGENDA ITEMS 


1. 	 APpleciation for their commitment to the common goals 
of hniversal coverage and cost containment. 

2. 	 Recbgnition that we will need the support of single 
paybr co-sponsors to pass health care reform. 

3. DiS~ussion of universal coverage and how to get there, 
to fnderscore the points of agreement between our 
approaches. 

4. 	 To bake clear that single payer co-sponsors will be 
ac~ive players in the development of a final bill. 

IV. 	 PARTICIJANTS 
i 

The President Pat Griffin 

The Vic~ President Harold Ickes 

The Fir~t Lady Jack Lew 


Ira Magaziner 
Mack 	McLarty 
Steve Richetti 
George S. 

Single ,ayer Co-Sponsors: 

Hon. 	 Jim McDermott 
IHon. 	 Lynn Woolsey
IHon. 	 Bobby Scott 
IHon. 	 Ba~ney Frank 

Hon. 	 Brdce Vento 
Hon. 	Hon.I.MaJor Owens 
Hon. 	 patt.sy Mink 
Hon. 	 XaVier Becerra 
Hon. 	 Ge6rge Miller 
Hon. 	 John Lewis 
Hon. 	 Eva clayton

I 
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