
MITCHELL HEALTH CARE LEGISLATION 
EXECUTIVE SUMMARY 

AUGUST 2, 1994 

'1. EXPANDING COVERAGE 

The objective of this health care refonn plan is to provide universal coverage 
(hrough a system of insurance market refonns. voluntary , purchasing cooperatives, 
and incentives and subsidies to those who need them. . 	 ' 

The Congressional Budget Office's preliminary estimate is that, if this .plan is 
enacteo, 95 percent of all Americans will have health insurance by the year 2000 
with no increase in the federal deficit. The plan will further establish a procedure 
to provide thereafter health insurance to all Americans. 	 . 

A. 	 Subsidies Under. a Voluntaly S),styro... Targeted subsidies will be available 
to encourage certain low income individuals and some fIrms to purchase 
insurance. These subsidies would be targeted to people who do not have 
health insurance coverage tOday. . 

For low income individuals: 
\ " 	 < 

o . 	 Low·l.ncome familieS. Beginning in 1997, low income individuals 
,and families will receive a subsidy worth a fixed percentage of the 
average premium in a health care coverage area. For those below 
100 percent of the Fedetal poverty level, the subsidies will cover 
the full cost of health insurance coverage. The value of the subsidy 
will be phased out between 100 percent and 200 percent of poverty. 
. . . 	 . ' ... " . . 

o 	 .. I..ow income'pruPant women andchUtken•. Beginning no later than 
1997, pregn~t women and children ,under' 19 with incomes up to 
185 percent of poverty will be eligibie td receive'subsidies equal to 
100 percent of the premium.. The subsidies will be phased out 
between 185 percent of poverty and 300 percent of poverty. ' 
Community rated health plans will be required to offer.two 
additional categories of coverage; single child and mUltiple child, so 
that child only pOlicies are available in the market. 

o 	 Cash assistance recJl2ienu. Beginnmg with th~ January 1, 1997 
abolishment of the acut,e care portion of Medicaid for AFDC, all 
AFDC cash assistance recipients will receive subsidies equal to 100 
. percent of the premiwn~ 

o 	 E'ormernQn·cash MedicaId ell&ibles. Beginning in 1997, individuals, . 
who would be medically needy at 'other non·cash recipients under 
the current Medicaid program (except pregnant women, infants and 
children) will receive subsidies covering 100 percent of the premium 
for six months, then will be treated the same as others based on 
income. 
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o 	 . Qutrearh and enrollment', To maximize health insurance coverage. 
low income individuals eligible for full subsidies (below 100% of 
poverty generally, and below 185% ofpoverty for pregnant women 

, and children) will be pennitted to eruoll in a health plan at ~my 
time of the year (others may enroll only during the 30 day 
enroIlment period), Any pre· existing exclusion rules that apply to 
the newly insured will be waived for· these individuals, and a n~w 
system will be developed to sign up such individuals for bealth 
insurance coverage when they·seek health care service at a hospital 
or clinic. 

o 	 TemDotilrUy qnemplmd. uninsured. Beginning in 1997 individuals 
who were full timeemployees..,iR8t!:fcd fer ~st StAR 'Aatu will be 
eligible for enhanced income protection subsidies to purchase 
insurance. Under this program, unemployment insurance benefits 
and wages, earned in a month up to 7S percent of the poverty level, 
will be disregarded for purposes of determining eligibility for low 
income· subsidies. ·lndividuals will be eligible for this program for up . 
to six months or until they find other full time work. This assists 
temporarily unemployed iridividualspurchase insurance by . 
disregarding ~portion of their income for the year so that they are 
eligible for the ,low income subsidies. 

For employers: 

o 	 :RmplQyers who expand cQyerA~e to additional worken.·. Beginning 
in 1997, employers who expand coverage to all their employees in a 
specificc1ass (i.e., full timet part time). 'Nill receive subsidies to make 
their employees' premiums more affo'rdable. Employers wilL pay the 

.lesser of 50 percent of the premilim or 8 percent of each newly 
insured eIIlployce's wages. The employee~11 pay 50 percent of the 
premium. Workers with incomes under 200· percent of poverty 

. eligible for the indi\:'idual subsidies described above~ This subsidy 
will be available to employers for a m~urn offive years, 

B. 	 Triaaer to a Reqyirenlent. On January 15, 'WOO. the National Health Care 
Cost and Coverage Commission will determine whether the voluntary 
system· has achieved 95 percent coverage . 

. 0 First AJtemative Covera2eTa(2et·Ach~. ,If the Commissionn 

determines that, on a nationwide basis, at least 9S percent of all 
Americans had health coverage. it will send reconunendations to the 
Congress on how to insure the remaining uninsured individuals . 

. Congress will consider legislation to insure the remaining uninsured 
under an expedited prot,;css that requires. committees to discharge by 
a certain date and that limits floor debate. The legislation will be 
fully, amendable and require the President'S signature. No further 
action is required. 
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.. ' 

o 	 Second Alternatiye CQycrai!e Tweet Not Achieyed. If coverage isu 

below 9~ percent, the Commission will send to ,Congress by May 15, 
2000 one or more legislative proposals on how to insure the ' 

, , remaining uninsured individuals. Congress will, consider legislation 
to insure the remaining uninsured under an expedited ,process that 
requires committees to discharge by a certain date and that limits 
floor debate, The legislation Will be fully amendable and require 
the President's signature. If universal coverage legislation is not 

'enacted by December 31, 2000, an, employer requirement will go 
into effect on January 1. 2002 in those states with less than 95 ' 

. " , 

percent coverage. 

C. Nature of Re.gpirement. If a requirement is uiggered, employers 'With 25 
, or more employees will have to pay 50 percent of their employees' 
premium costs, with the employee paying the remainder. Finns employing 
fewer than 2S workers will be exempt from an employer ,requirement. ' 
Individuals will be required to have health insurance. 'Under a 
requirement, the targeted subsidies available under the voluntary system 
will be replaced with general subsidies designed to make insurance costs 

· affordable. 	 ' .' 

o 	 Employees with Adjusted Gross Income under 200 percent of , 
poverty will be subsidized on their 50 percent share of the premhim 
.on n' sliding seale basis, so that those With incomes up to 100 percent 
of poverty will pay no more than about 4 percent of income, rising 
to no more than 8 percent of income by 200 percent of povertY. No 

. family, regardless of inCome will pay more than 8 percent of income 
on their,SO percent share of the premium. . 

o 	 Non-workers and those in exempt firms will receive the same 
!Subsidies for their 50 percent share of the premium as employees in 
covered finns. Those below 200 percent of income willreeeive . 
addition~st1bsidies (on' a sliding scale ) to make the remainder of 
the premium affordable. . .' . .' . 

2. 	 CONTROLLING HEALTH, CARE COSTS 
, 	 ' 

A Premium Assessment. A 25 percent assessment would be imposed on "high 
· cost" health plans to the extent their·costs ,exceed a target cost. The initial 
· target for community rated plans would be based on average per capita 
health care costs in the particular community rated market area for 1994 
trended forward at the rate national healthexpenditUIes increase. TIle 

· target rate of growth thereafter would be CPI plus 3.0 percent for 1987, 25 
percent for 1988 and 2.0 percent thercafter~ The initial target for 
experience rated plans would be based on each plan's actual experience 
from 1997-1999, and then will increase generally by the same target growth 
rate that applies to community' rated pIsm. 
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Plans in a,conununity rated ,area where the'average premium is Jess than 
[he target would not be subject to the assessment. The health plan would 
pay half the assessment and collect the other haIf from providers in 
reduced reimbursements·, The Secretary of Treasury will have the authority 
to adjust the reference premium to reflect changes in demographic . 
characteristics and health status. The taX would apply to community-rated 
plans after 1996 and to experience-rated plans after 1999.. 

B. 	 NationaJ Health Care Cost and Coyeraae Commission. A NationaJ Health 
Care Coverage and Cost Commission will be established to monitor and 
make recommenc1atioils With respect. to trends in health insurance' coverage 
and costs. The Commission will consist of seven members to be appointed 
by the President and conftnned by the Senate. 

Beginning in 1998. the Conunission will issue annual reports detailing 
trends in health care coverage and costs, broken down nationally, by state, 
and by health care coverage tirea. . 

Among other things, theComm:ission will report on: 

o 	 Demographics and employment status of the. uninsured and re~sons 
why they are uninsured; . 

o 	 Structure of health defivery systems; 

o 	 Status of insurance market. reforms; 

o 	 Development and operations of health insurance purchasing
cooperatives; . . .. . 

o 	 Success of market mecharusms in expanding coverage and 
controlling costs among employers and households; . 

, . . 	 . 

o 	 Success of high cost health insurance premium tax in conttoiling 
costs; 

o 	 Success and adequacy of subsidy program in expanding coverage 
through employers and households; 

The Commission will also issue fIndings 
, 

on the per capita cost of health 
care, induding the rate of growth· by type of provider, by type of payor. 
within States and.within health care coverage areas. Such fmdings will also 
include the eA.-peeted rate of growth in per capita healt.h care costs, the . 
causes of health care cost growth, and strategies for controlling such costs. 
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Beginning on January 15, 1999, the Conunission will report each year on 
-the affordability of coverage for families and-employers and on the success· 
of market incentives and other proVisions of this legislation in achieving 
cost containment. If the Commission fmds that coverage is unaffordable or . 
that cost containment efforts arc unsuccessful, it will make . 
recommendations for improvements .. 

If the Commission fmds that fewer than 35 percent of those eligible to 
enroll in the community-rated health plan are able to enroll in a plan with 
a premium at or below the target premium for the area, then the 
Commission will consider and recommend to Congress a means of 
controlling health care cost growth to the target set in this legislation or to 
an alternative target if the Commission determines that would be more 
appropriate. Congress shall consider such Commission recommendation 
under the same expedited procedures as it considers the Commission 
recornInendation for achieving universal coverage. Consideration of such 
recommendations under such procedures will not occur more thall once in 
a Congress.­

3. 	 INSURANCE MARKET REFORMS 

A.. 	 MBrket semnenta an~ bQundarl~. Finns with fewer than SOO workers and 
individual purchasers (self-erriploye~, nonworkers. AFDe-eligibles) will be' 
in the cornniunity rat~d pool. . Firms with SOo. or more worken,· as well as 
Taft-Hartleyplans and rural cooperatiVes with 500 or more members, will ­

.be permitted to self-insure or purchase experien~-rated coverage,· ' 

B. 	 CommunityratlJJ~-reguirement~. Community-rated plans Could modify 
their rates based on.cOverage category (e.g., single, family, etc.), geography, 

. and age (with 2:1 band for population under 65 years of age until 2002J~ 
Each community-rated health plan will be required to establish a smgle set 
of rates for the standard benefits package applicable to all community­
rated eligible mdividuals and groups within the community .rating area. 

States draw boundaries for community rating areas. In drawing such 
boundaries, states eannot subdivide metropolitan areas and must assure 
that a community rating area contains at least 250,000 individuals.' 

C. 	 GUaranty fund. States shall be required to establish guaranty funds for all 
community-rated health plans and in-state, self-insured plans based on 
federal standards. The Depamnent of Labor would establish standards for 
and operate a guaranty fund for multi-state selHnsured plans. .. 
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D. 	 Health Insurance Purchasin2 CooperatIves (wes). The plan allows for 
multiple, competing, voluntary HIPCs. States certify fipes to serve state.; . 
established community rating areas. States may certify more than one 
HIPe for each such area. mpcs must be non-profit. States and local 
governments will be allowed to sponsor or establish HlPCs. If a IDPC is 

. not available in a conununity rating area. the' Federal Employees Health . 
Benefits Prograin (FEHBP) will be required to establish or sponsor HIPCs 
in such unserved areas (see FEHEP below). . . ..' 

. . . . 

mpcs will be responsible for entering into agreements with pla.ns and 
employersj enrolling individuals in plaru; collecting Dnd distributing 
premium payments; coordinating out-of-coverage with other HIPCs; and 
providing consumer infonnation on plans' quality and ~ost. 

HJPC~/must accept all eligible individuals and firms; provide eruollees a 
choice of at least 3 plans, including 1 Fee For Sexvice (l""FS), 1 Point of 

.;,' 	 Service (POS), andt HMO. Requirement of 3 plans could be waived by 
Governor in rural areas, but FFS must always be available. The Secretary 
of Health & Human Services will set fiduCiary standards for HlPCs. 
mpcs will be permitted to negotiate discounts with pla.ns reflecting 
economies of scale in administration and marketing. 

. . 

E. . Employer Responsibilill. Small employers (rums with less than 500 
workers) must offer to their employees a fUPC. They may also offer a 
choice of at least three plans. (including a FFS. POS, and HMO) to. their 
employees. These small firms could choose from among the IDPCs In 
their community raring area. . .. 

. . . 	 . 

In order to qualify for an employer premium contribution, employees will . 
be required to pwchase health insurance through the three plansOr the 
HIPC chosen by their employer. Ifan employer chooses to offer a HIllC 
that is not me FEHBP HIPe in the area, that employer'S employees ruso 
could choose from the plans offered by the FEHBP HIPGand still qualify 
for any employer premium contribution. 

Large employers (f1l1l1S wi~ 500 or more workers) must offer a choice of 
at least three plans (including aFFS, POS, and HMO) tomeit employees. 
Large ernployerscan purchaseexperience-ra~ed health plans or self-insure. 

. Large employers can join together to form large employer purchasing 
groups, but cannot join HlPCs. 

F. 	 Self-insured plans." II) general, self-insured plans must comply with the 
above responsibilities and refonns, induding employer and individual 
premium contribution requirements, coverage of a comprehensive package 
of benefits, guaranteed issue and renewal, and pre-existing condition limits. 
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G. 	 FEHBE. The Office of P,ersonnel Management will designate a state­
certified health insurance pUrchasing cooperative in each area as the 

. FEHBP IDPe. If a state-certified HIPe is not available, OPM will be 
responsible for setting up a IDPC. A IDPC run by OPM wouJd' have all of 
the powers ofastate;.certified ·fipe. 

Federal workers will select plans through their local FEHBP RIPC. 
Premiums for federal workers will be basedori the cUrrent methodology 
and will not be age-adjusted. OPM will implement rules to blend' ' 
premiums for federal workers with premiums for non-federal individuals 
over' time. Federal workers and non~federal individuals will pay the same 
community-rated premium upon the phase-out of age:-rating in 2002.. 

Workers in firms with less than 500 workers, nonworkers, AFDCrecipients, 
the self-employed can also purchase coverage from the same plans as . 
federal workers through the FEHBP RIPe, but at the age-adjusted 
community rate. National employees plans (e.g., Treasury) will have a one 
year transition before they a~e opened to non-federal individuals. 

The federal govemmentand employee and' retiree representatives will 
negotiate to decide whether the federal go~emment will offer and 
colltribut,e towards supplemental benefits above the standard benefit 
package for federal workers..' 	 , 

H. 	 'Risk Adjustment. Risk adjustment ~l occur between communitY-rated 
health plans to account for differences in health costs that result from 
differences in their enroUees' health status, demographies, socioeconomic 
status, and other factors. .Community rated he~tb planS must also 
participate in·a rnandat~ry reinsurance program run by the states. 

In addition, experienced rated pians will be required to make transfers to 
the community rated plan pools to adjust for the increased costs in the 
community rated pools. 

1. 	 Family Conra&e for Ingiyidua)s up to tUe 25. To further maximize 
coverage, health plans must allow unmarried children to be covered under 
parents' policies until they tUm 25. 

4. 	 NATIONAL HEALTH PIAN STANDARDS 

A. 	 State Certiflc@tion of PlanS. States will certify health plans based on 
t"ederal guidelines. Heaftll plans will be subject to the following market 
reforms: guarantee issue and renewal, open enrollment; limit pre-existing . 
condition exclusions to six month!;, and exit from market rules. 

, Supplemental health benefits plans must be priced and sold separately 
from the standard health plan. . 
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B. 	 Any-WUJiDi-Provider,. The plan does not include "any-Willing·provider" 
provisions. The anti-discrimination provision prohibits a provider network 
from discriminating against providers on the basis of their profession as 

'long as the state authorizes that profession to provide the covered serv~ces. 
However, this provision does not require' standard health plans to include 
in a network any individual provider or establish any defined ratio of 
different categories of health professionals. 

C. 	 Balance Billini- Each standard health plan must have arrangements with a 
sufficient number and mix of health professionals that will accept the plan's 
payment rates as full. 

D. 	 Access to Spe£iaUzed Treatment Expertise. Standard health plans that use 
gatek:e~per Or similar process must ensUre that' ~uch a process does not 
create an undue burden for'~nrollees with complex or chronic health 
conditions. eaCh standard health plan must demonstrate that enrollees 
•have access to specialized treatment expe~ise. 

E. Utilization Mana~ment., Each standard health plan must disclose the 
protocols and fmandal incentives which they are using to control utilization 
and costs. ' 

", . 

5. 	 BENEFITS PACKAGE 

A. . The BenefiI Packa&e. There are 16 legislatively-defined categories of 
covered services in a "standard" benefits package, including:", 

1. Hospital'services; 
2. Health professional seIVices; 
3. Emergency 'and ambulatory medical and surgical services; , 
4. Clinical preventive services; 
5. 	 MentalilIness and substance abuse services; 
6. Family planning and services for pregnant women; 
7. H05picc sezviccsj 
8. Home health services; 
9. Extended care services; 

10. 'Ambulance services; 	 " 
11. 	 Outpatient laboratoryt radiology and diagnostic services; 
12. 	 Outpatient prescription drugs; 
13. 	 Outpatient rehabilitation services; 
14. 	 Durable medical equipment, prosthetics and orthotics; 
15. 	 Vision, hearing, and dental care under 22 years of age;' 
16. 	 Investigational treatments. 
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B. 

C. 

D. 

. E. 

The scope and dura [ion of services are not specified in legislation, but will 
be defined by a National HeaJth Benefits 'Board. For mcntalilIness and 
substance abuse, the board is instructed to seek p~ity (saine copays, 
coIflsurance, deductiblcs). 'If the: Board cannot initially design a benefit 
package With parity, it is perinitted to place limits, ,fIrst on hospitalizations 

,and subsequently on outpatjent psychotherapy for adults. No copayment 
will be required for clinical, preventive and prenatal services. 

~Q'st sha.rin& schedules. The value of the standard benefits package will be 
'equivalent to the actuarial value of the Blue CrossJBlue Shjeld standard 
option underFBHBP. The Benefits Board will specify three cost sharing 
schedules: 

o 	 A low cost sharing schedule, resembling an HMO. 

o ' 	 A high cost .sharing schedule, resembling fee-for-service. 

o 	 A combination, cost sharing schedule, resembling a point·of-service ' 
plan, in which in~netwo!k services would have lower cost sharing 
schedules similar to an HMO or'PPO. and out-of-network services 
would have higher cost sharing schedules like fee-for-service. 

The "alternative standard" benefitl ps'ekaee. Iridividuals will have the 
option of purchasing an alternative benefits package. , With a higher 
deductible, this plan will.be offered at a. lower. actuarial value than the, 
standard plan. While it resembles a catastrophic plan in the size of the 
deductible, it differs in .that it must cover:all. 16 categories o(services. ;It 
will not be offered through employers;an:d supplemental policieswill~ot 
duplicate services or pay for cost sharing below the deductible. Enrollees 
sele~ting this plan will be incluged in the communitY rating pool. ' These 
prOVisions are designed to limit the potential. for risk selection. 

'NatiQnalHealth Benefits BQard. The seven member National Health 
Benetlts Board will determine the scope and duration of services and the 
details 	of each cost sharing schedule. In additiop, the Board will develop 
criteria and procedures for deftning medical necessity and appropriateness. 
Members will be appointed by the President, ,with the advice and consent 
of the Senate, to staggered six year terms., 	 '. 

. 	 . 
QQst Sharine Subsidies. ' AFDC ,recipients enrolling in a lower' Or 
combination cost sharing plan at or below the average premium in the area 
will pay only 20 percent of the regular cost sharing schedule (e.g., instead 
of a $10 copoy, they pay only $2). If no such plan is a~ailable, they can get 
a cost-sharing reduction in a higher cost-sharing plan (e.g., instead of a 10 
percent copay o~ an doctor's visit, they pay only $10). 

\
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For people who are under 150 percent of poverty and are not receiving 
AFDC, cost sharing is only available if they cannot buy a lower or 

. combination cost sharing plan. If such a plan is unavailable, the person 
can enroll in a higher cost sharing plan and have their cost sharing reduced ' 
to the lower cost sharing level. . 

For people under 150 percent of poverty anti not working. Cost sharing is 
only available if they cannot buy' a lower or combination cOst sharing plan. 
If such a plan is unavailable, the person can enroll in a higher cost Sharing 
plan and have their cost sharing reduced to the Jower cost sharing .leveL 

. For people under 150 percent of poverty who eruoll in a plan tluough an 
experience-rated employer. no cost sharing is a.vailable if the person can 
enroll iri any lower or combination cost sharing plan offered by' their 
employer through which they eruoll. . Otherwise, the person can enroll in a 
higher cost sharing plan and have their cost sharing reduced to the lower 
cost sharing level. ' 

6. 	 EXPANDED BENEFITS FOR THE ELDERLY AND DISABLED 

A. 	 Lon, TS\lJP em. The plan includes several new initiatives to provide long 
term care services to the elderly and disab1ed. New programs include: 

o 	 New Home ansi Community Based Que·Proiram. The plan , 
provides a capped federal entitlement .to ,states to provide home and 
community-based services to individuaJs with 3 or more deficiencies 
in Activities of Daily Living .(ADLs), severe mental retardation or . 
severe cOgnitive or mental impairment regardless .ofage Of income. 
Punding over the 1995:'2004 period totals $48 billion. 

. 	 . 

o 	 Lon~ Term Care Insurance Standards. Private long term care 
insurance policies will b,e subject to Federal.modelstandards to be 
developed by the Secretary of HHS in consultation ~th the 
National Association of Insmance Commissioners within one year of 
'enactment. 

o 	 Tax Oarification for 4)n~ TenD Care InsUIang:c. Expenses for long 
term care services and insurance premiu.rns shall be treated as 
medical expenses. Other tax clarificationS are also included. ' 

o 	 Ufe Care Protuam. The plan establishes a voluntary public 
insurance progranl to cover the costs of extended nursing home 
stays. Individuals will be given the option of purchasing coverage 
when they reach the age 35, 45, 55. or 65. The program is self-, 
fmanced and pre-funded. 
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o 	 PACE Program: The plan expands Medicaid's Program of All· 
Inclusive Care for the Elderly '(PACE). increasing authorized 

. demonstration sites from 	15 to 40. The Secretary ot HHS is 
required to develop provider and service protocols. 

B. . Medicare Dnu~~ This initiative gives' Medicare beneficiaries three drug . 
.' benefit options: a fee-for-service plan, a Prescription Benefits 

Management (PBM) option. and an HMO option ~- all effective January 1, 
1999. Under this new program. beneficiaries will have an annual 
deductible to be det~nnined by the Secretary of HHS; a 2~ percent copay; 
and an·annual out-oi-pocket limit of $1,275 in 1999. Medicare Part B 
premium would be increased by 25 percent of [he COSt oC the drug benefit ­
estimated to be about $lOin 1999, with Medicare ,payi~g the remaining 75 . 
percent. 

Drug manufacturers will ~ign rebate agreements with HHS in exchange for 
no formulary under thefee;.for~service option. Drugs used as part of 

.'HMOs or capitated drug plans and drugs for the working aged will not be 
subject to rebates. 

Rebates for.single SOUIce andinncivator multiple source drugs will be 15 ' 
" 	percent; rebates for generic drugs would·be 6 percent; the Secretary could 

establish a sliding scale from 2 percent to 15 percent for generic drugs as 
long as the effect was equal to a 6 percent. 'From 1999-2004, this program 
will cos[$94.4 billion. ' 

C. 	 EnrQllment of Medicare B~neficiaries into Man8"q·Cm PJan.s~· 
Individuals who become eligible for Medicare ffiaychoose to'remain in . 
their current health plans if such plan is a MediCare Risk ·Contracting plan 
under section 1876 of the Social Security Act. or is eligible to becOme such 
a risk conttact.Payments will be mad,e beginnmg in the rust' month in 
which,the individual is'Medicare eligibJe .. Payme~tS under this prov.ision 
shall be the sale Medicare payment to which the beneficiary is entitled. 

7. 	 :MEDICAID PROGRAM ' 

A. 	 InturatiQDOr Medicaid Reci)1ients. (See Coverage section above) Under. 
this plan, the AFDe and non-cash population will be integrated into the 

, ·general health care reform program. and treated like other Iow~income 
people eligible for federal subsidies and enrollment in certified health 
plans. States will be required to make general maintenance of effort 
payments for services covered under the standard benefit package. 

AFUC. Cash Medicaid recipients (AFDe) will be eligible for full 
premium subsidies as win other families with incomes less than 100 
percent of poverty; , . .,' 
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, Non-casb. 'FuIl ,premiUin subsiqies' 'Will be available to all pregnant 
women ,and childIen up ,to age 19 with incomes up to 185 perc,ent of 
poverty., ' 	 , ' , , , , 

.', . 
B. CQ§t sharin& fQrlntewted Medicaid' recipients., AFDC recipients'in 

. "HMOs will pay only 20'percenr of the cost sharing amount otherwise 
,req1lired. If no HMO isavailabJe, AFDC recipients will pay the cost 
'shai,ing amOWl~ tbat would apply in an HMO, but not reduced to 20 
percent. ' Noncash recipients will receive cost ,sharing subsidies like all 

, ,other low':incOme individuals -~ up to 150 percerit of poverty. 
. . . . l . 

. . " " 

,C. ' state and FederalPremfum Payments for Jnte~rated RedpienU. ,The 
, '" • "federal government will pay aU of the'premiwnsu~sidies for integrated 

, , ,,' Medicaid recipients. States will pay the federal government maintenance ' 
: ofetfortpayments for thes~ iiltcgratcd,recip,ietlts., Specifically:' . 

.," " ...~ 	 , . - \ '-'" . '- ~",' - ". '. \ 

o 	 'Cash: States will be required to pay an' amotiritequal to: (1) the 
adjusted, fiscalyeiu 1994'per capita cost of servIces covered (based 
upon the state's cUrrent Medicaid payment rates) under the standard 
benefits package for' AFDC recipients, fQUltipliedby (2) the number ' 
of AFDC recipients receiving a subsidy ina given year. ' ' 
DispropOrtionate Share (DSH) payments attributed to Cash " , 
redpientsare, not included in,the calculation' of a ~tate's per capita 
costo! covered seIVie:es. The per capita cost of servi~sin fiscal ' 
year 1994 will be adjusted for future year~ ,by the growth in.per :' 
capita natioria1,hea1th,eXpen~itUr,e~.. ; .' :' <~ • 

'" 

o 	 Non-c.aspi States will be required to, triakegelleraf inaintenanceof 
effort payment for seIvi~s (based upon' the.statc)scti.ri:ent,M~dicaid 
payment rates), in fiscal year 199,4, covereci under,the standard, 
bCllcfitsp.ackagc fOI'non-cashrecipients. State DSH paymentS, " 

, whi'ch,.ate,attributable, to tlle' non~h population will be: included in 
, thecalcwation 'ofgeneral,mainien~ce oteffort payment., Such.' , 

MOE payments will iIlcre~seatthe sam~ growth rate as national 
'health expenditures. ',' , 

, D. SSILDisabJed"MedlCaid' Recipients. SSI/Medicaiq' recipientS will not be 
included :in .the coImnUnityrated market. ,Medicaid willbe retained 'as a 

. ~eparate,program; wIth, current rules, for SSI and long-term recipients. 
, , States will have, the optiot;l to pay a p~r capita amount for each ' 

SSI/Medicaid recipient (who is nqt enrolled in Medicare) ,that chooses, to 
enroll in a certified health ,plan., States shall negotiate with certified health 
plans for rates for,the SSI'population that are separate trom the 
community rate. 'No ce!tified plancan'havemo,e than 50 percent of its, 
enrollment composedbf SS~edicaid, rccipjents~. " 

E. ,\ DualElieible lU£ipfents., Dual eiigibl'e~ ~- pers~ns, eligible for MedigU-e ' 
. , " 	 and Medicaid -- will remain under Medicaid arid not be enrolled in health 

'plans. '" 
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E 	 Non-S8I, Non-Dual Elii1f)leReciplepts Died 18-64 years. These individuals . 
will remaln under Medicaid, 'but as the low-income subsidies phase-in (e.g., 
100 percent to 125 percent), these recipients (currently about 240tOOO) shall· 
be integrated and treated like other Jaw-income individuals. 

G. 	 Supplemental Services. Current Medicaid rules governing covered services 
and recipient eligibility will be retained to cover services not otherwise . 
·provided through certified health plans. The current flexibility.provided to 
States to determine the optional services and ·groups· it will cover will also 

. be retained.· 	 . 

H. 	 MIss:eUaneops Medicnid. In addition, the plan: 

o 	 allows states to expand eligibility for home-based Medicaid long 
term care services for single persons by increasing the asset limit 
from $2,000 to $4,000 for services including personal care attendant 
services, the Sec. 1915 waiver prograrnst and the frail elderly home 
care option. 

o .. eliminates the institutionalization requu:ement as· a condition of 
eligibility for habilitation services under a home and community 
based waiver. . . 

o 	 eliminates the "cold bed" rule for home andcornmimitibased 
waiver programs. . 

o 	 requires State Medicaid programs to· reimburse directly for. services 
. by certified registered nurses and anesthetists or clinical nurse . 
specialists that are authorized to practice under Stale law, whether 
or not· they operate under the 'supervision· of a· physician or other· 
health care provider. . 

8. 	 HEALTH WORKFORCE AND EDUCATION/RESEARCH 

A 	 !lraduate MedJca) Education/Graduate . Nurse TraiJUneLAcgdemic H~alth 
CenterslMedIc;al Schools 

'0 	 Creation of an all-payer account. Currently, only Medicare supports 
graduate medical education. By supplementing this with a 1.5 
·percent premium assessment, and allocating the total pool to 
residency training programs and ac:ademi(! health centers, this plan 
spreads medical education costs across aU of the insured. 
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o 	 Health professional workforce' polk;y. This initiative consists of: (1) 
phasing in primary care residency positions from 39 percent in 1998 
to 55 percent in 2001; (2) reducing the number of total residency 

. positions from 134 percen[ of US medical school graduates' in 1998 
to 110 percent in 2001; (3) creating.a National COuricil on GME to 
implement these policies and mOdify the goals beginning in 2001; 
and (4) providing transitional funding to residency programs which 
reduce their number of residency positions.. . . . 

o9reation of fundjn2 accounts. Funding by· account is as. follows: 

0' GME Account: $27 billion over 5 years; 
0 ARC Account: $42 billion over 5 years; 
0 Medical School Account: $2 billion over 5 years; 
0 . Graduate Nurse Training ACCOWlt: $1 billion over 5 years; 
0 Dental Scho()l Program: $250 million over 5 years; 
0 Public Healrh School Program: $150 million over 5 years. 

B. Biome.dical and' Health Services Research Fund 

o 	 Creation ofBi6medica( and Health Servi~s Research Fynd. This 
fund· is designed to supplement National Institutes for Health and 
Agency for Health Care Policy and Research funding, which is 
currently sufficient to finance oniy a fraction of the peer-reviewed 
grant submissions. '.' 

.0 . 	 Fundini level§.. The plfm'spremifun assessment wUl'proVide 
additional funding for the'NIH and AHCPR. ' 

9•.·. 	 HEA..LTH INFRASTRUCTURE . 

A. 	 Public Health Servlre. To strengthen our public health infrastructure, the 
following programs receive new or additional funding: 

o 	 Core Public Health. Grants to states tO'improve and monitor the 
health of population. 

o 	 Health Promotion and Risease prevention. Grants to eligible 
providers tt:) develop and implement innovative commWlity-based 
strategies to provide health promotion and disease prevention 
activities. 

o 	 Mental Health and Substance Abuse. Grants to help integrate state 
1\11iJSA services with those provide.d by health plans. 

o 	 Comprehensive School H~31th Education. Grants to state education. 
agencies to integrate comprehensive education programs· in schools., . 
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o 	 School-Related Health Services. Grants to develop school*based or 
. school linked health servke sites. 

o 	 Qther iniliative~. Other initiatives include domestic violence and 
womens' health; occupational safety and health; and border health 
improvement 

B. 	 me. The bill supplements existing appropriations for the supplemented . 
food program for women. infants and children (WIC) With S2.4.billion in 
direct appropriations which wiH alJow the program to serve all of the 
pregnant women, infants and children eligible for WIC benefits. 

C. 	 . Indian Hcruth Semel. The programs of the Indian Health· ServiCe are 
strengthened with grants and loans to improve and expand services. 
Greater flexibility allows the programs of the IHS to contract with health 
plans to provide services and receive third party reimbursement. . .. 
Furthermore. IHS health programs are eligible to apply and receive 
funding under the public health programs. 

10. . 	 UNDERSERVEDIESSENTIAL COMMUNITY PROVIDER 

A. 	 Access to Care for the· Undersemd fopulBtioD 
. 	 . . 

. 0 	 Community Health P1an and Ns:twork..ovveIQpment. Grants· and 
contracts are awarded to eligible health providers to develop 
commUnitY hcalthgroups to provide the standard benefit package in 
health professional shortage areas or directly to medically 
unden;erved population. Grants. and contracts are also made to 
expand existing health delivery sites and selVices, and to develop 
new ones. 

o 	 Capital DevelQPment..Grants and loans are awarded for the capital 
costs of developing community health groups and expanding or 
developing new health delivery sites. 

o 	 Bnablini and Su~pJement Services.. Grants and contracts are 
awarded to eligible entities to assist in providing enabling and 
supplemental services to the underserved· population . 

. B. 	 E§sgnWU Community Providers. Designed to ensure that vulnerable 
populations enrolling in health plans have access to traditional. safety-~et 
providers (e.g. community heaJth centers and AIDS providers). the . 
essential community provider prOvision requires that health plans offer a 
contract or agree to pay essential community providers in their serviCe 
M~ 	 . 
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, The plan creates tWo categories ,of essential community providers and 
requires all plans to contract with every essential community provider listed 
in Category I and one from each category listed in Category II., 

- . ". 

o 	 Category I include Migrant Health Centers, Community Health " 
Centers, Family planning grantees. Homeless Program Providers," ' 
Ryan White grantees, State HIV drug programs. ,Black Lung Clinics, 

" Hemophilia Centers, Urban Indian programs SID and TB Clinics, 
Nonprofit and public DSH hospitals, Native Hawaiian Health 

; Centers, 'School Based, Health Service Centers, Public and nonprofit, 
,mental health/substance abuse providers, Runaway homeless youth 

'. 	cen~ers and transitional living programs for homeless youth Public'. 
,'and nonprofit Maternal and Child Health provigers, RuralHealth 

Clinics, and, Programs, of the Inq.ian Health Service., " 
.,' ": 

o 	 Category II provider; include Medicare dependent small rural 
hospitals a~d 9hildren's hospitals. ". ' 

IpS ,years, the Seqetarywill makerecoriunendarions to Congress on 
. wliether ornQtthe program should continuei"and if so,with wh~tchanges., 

,'., , ,Congress would then vote. up or down on the recommendation. ' 
.. "' I " 	 .', : 

, , 

11. 	 STATE OPTIONS . ~,' 

States that want to move ahead early With the:iinplementationot Fe~Icmll'healt'h ' 
, , care refor:ms will be allowed" do'so on a fast track. The· bill will also 'allow states 

to implement a single payer system: Exi~lil1g'state wai'Ver~will,be grandfathered. 
, ' ',. . 	 , . '" 

", 12. 	 ,,' QUALIlY ANi> CONSUMER PROTECTION 

A.' 	 QuaJltt 

0: 	 National Qualitj' CounCil. 'This IS mcmbe.r COiin~il" Comprised of , 
consumers, 'h~a1thplans, ptiichaserS~ States,' health we providers ,
and quality researchers, will set national qualitygo~s/standard..t;;, and 

'establish regio[lal anq State~basedQrganizations to implement the ' 
goals. ' ' " " , 

, 0, 	 ferfQtroan'ce Measures forHealth Plans..The National Council will 
establish penonnance measures lor ht;aIth planS, including measures 
of a~ss (waiting times, patient/provider ratios),.corisumer " 
satisfaction~ health plan reportcatds for eoIlS,umers and ql1aiity, ' . 
improvement. The Council will conduct surveys oJ consumers and 
develop quality reports. , 

.' ',. 

' .., .. 
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o Research in qUality improvement. The Council will make research 

· recommendations to the Agency for Health Care Policy and' 


Research for outcomes studies and guideline development. 


o 	 Quality Improyement Foundati9ns. These non-profit, non­
governmental, regional or State-based organizations Will get federal 
.grants for quality improvement (involving health plans an~ 
practitioners) on the local level. QIFs will look at practice . 
variations between health plans and different geographic regions. 
They will engage practitioners in lif~time learning techniques and 

,provide technical assistance to health plans to, develop .their own . 
quality improvement programs. 

o Consumer Infonn8tioo and Advoca£Y Centers. These State-based~ 
: non-profit, non-governmenTal org:mizations will disseminate' 
consumer report cards about health plans; open local offices to hear 

· grievances; and provide consumer education. A ~ational Center for 
· Consumer Infonnation and Advocacy will also be established to 
train local and State-based consumer advocates. 

o The National Practitioner Databank. This Bureau of Health 
Professions databank wi~l be opened for puhlic access. 

B. 	 Simnlicity. The enormous amounts of paperwork that insurance cOmpanies . 
now generate and process will be reduced through streamlined and . 
computerized systems. Many consumers will. no longer have to submit 
claims to their insurance company. but if they did. they cOuld uSe one, 
unifonn claim fonn. Insurance companies will be required to use' a 
standard form to infonn oonsumers of their claim status. 

Becau~e benefits will be standardized, cOnsumers will be able, for the first 
time, to easily compare p1an prices. To help consumers compare' prices, 
states will be required to distribute easy;'to-read and understand report· 
cards on health plans. .. / ' 

Consumers will also have iIiformation about the resultS of health care 
., 

provided by each provider and plan in their area which can help consumers 
make informed choices when selecting providers and plans. 

c.. Remedie§ ADd EnrQrcem~nt. These prOvisions require health plans to give 
. notice of benefit denial, reduction or tennination and to establish an 
expeditious appeals process within the plan. They will create State-ruil ' 
cJatms review offices to provide claimants with options for alternative 
dispute resolution. State and federal judicial review are also possibJe: 

D. 	 Fraud and Abuse. The bill creates an alI·payer fraud arid abuse program, 
including State-based fraud control units funded wholly from settlement 
revenues. 
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E. Privacy. Consumers are assured that their individually identifiable health 
information is protected by a law which prevents inappropriate disclosures 

. and punishes unlawful disclosures se'lerely. Consumers have uniform legal . 
... I. . 	 . 

rights to inspect, get copies, and make corrections or amendments to their 
health records. Patients have the right to restrict disclosure of specific 
health informatitm. 

F. 	 . AntJtr:usl. Repeal' of the MeCarran Ferguson Act with respect to health 
inslJrance will subject health insurance companies to antitrust actions. The .' 
bill does not include increased antitrust exclusions or safe harbors . 

. G. 	 Malpractice' ReConn. Malpractice refonns include: mandatory State-based 
alternative dispute resolution; a certificate of merit requirement; a . 
limitation on the amount of attorney's contingency fees to 33 percent of the 
first $150,000j and 25 percent above that .hm01.mt; and periodic payment of 
awards. Studies and demonstrations are proposed on medical negligence; 
the use of practice guidelines; and enterprise liability demonstration 
project. 

13. 	 RELATED ISSUES 

A 	 Veterans Affairs 

o 	 Enrollm~t. The Department of Veterans may offer a VA health 
plan to veterans, individuals eligible for CHAMPVA, and theif 
family members. '. 

o 
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o 	 AdrninistratipD F1exibi1i~. VA health plans will have expanded 
authorities to. enter into contracts and sharing agreements for the 

. furnishing of services to enrollees. VA facilities not operating as 
part of a VA health plan will continue to furnish health care 
services under cutrent lalV. 

NOTE: . Because of technical Budget Act requirements, certam VA 
program changes may have to be made on the floor. 

. 	 . 

B. 	 Worker's Compensation. The plan creates a Commission on Worker's 
Compensation Medical Services consisting of 15 members charged to 
consider a number of issues related to the relationship between health 
plans and workers compensation medical services. 'The Commission will 
report to the President, as well as, the House Education and Labor and 
Senate Labor and Human Resources Conunittees by October 1, 2000. The· 
plan also authorizes a number of State demonstrations with respect to work 
related illnesses and injuries. 

14. . 	 FINANCING 

This plan will not increase the federal deficit over the 1994·2004 period. 

A. 	 Megicare. Medicare savings totai about'S54 billion over five years, and 
$278 billion over 10 years. About $140 billion of that total wou1d fInance 
a new Medicare prescription drug benefit and a long term care' entitlement.. 

" for the elderly and the disabled~ 

B. 	 Medicgi.d. The plan eliminates the acute portion of Medicaid, and instead 
provides subsidies for low incOme individuals' to purchase health insurance 

, from private plans (this new ~ubsidy absorbs S387 billion in ten year 
Medicaid savings)." In addition" the pl;m saves another $129 ,billion in . . 
Medicaid DSH payments by reducing the number of uninsured. Finally; 
states will be contnouting about $232 billion in'subsidy payments over the 
ten year period which represents their existing Medicaid costs, grown each 
year at national heaJth expenditures. Since states' existing Medicaid costs 
are growing at a much higher.12 percent, this MOE represents substantial 
savings for the states. . 

C.' 	 R~yenues. 

o 	 Increase in excise tax<rs on tobacco product;;. TIle plan will increase, 
the excise tax. rate on small cigarettes by 45 cents per pack (for a . 
total of 69 cents per pack). phased in over five years on the 
followingscheduJe: 15 cents in 1995 and 1996, 25 centS in 1997,35 
cents in 1998, and 45 cents in 1999 and thereafter. The excise tax 
on other currently taxable tobacco products would be increased. 
proportionate;Iy. 
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o 

Premiwn assessment. The proposal will impose a 1.75 percen[ 

·assessment on health care premiums.' The net revenues, derived 


, from the imposition of this premium assessment would be used to 

fund the Graduate Medical Education and Academic Health 

. Centers Trust F'wld and the Biomedical and Behavioral Research 
Fund. The assessment would be effective after December 31, 1995. 

, 	 " 

High cost premium assessment-As discussed earlier, a 25 percent 
assessment would be placed on health plans to the extent they' 
exceed the target rate of growth. 

Caf~teriaplan.s. The proposal will eliminate the exclusion for 
employer-provided accident or health benefits provided through a 
cafeteria plan or flexible spending arrangement. effective on and 
after January 1, 1997, with a delayed effective date for collectively 
bargained plans. 

Finance Conimiuee proVisions. The following provisions are taken 
from the Finance Committee bill. 

• d • 

o 	 Additional Medicare Part B premiums for high-income 

individuals. 


o 	 Increase excise tax on certain handgun anununition. 

o 	 'Modification to seJf-employmel\t tax Ueatmentof certain S 

corporation shareholders and partners. 


o 	 ' Extending Medicare coverage of, and application of hospital , 
irisurance tax to, all state and local' government employees. 

o ' 	 Modify exclusion for employer-provided health ca,re. 

o 	 Repeal of volume cap for SOl(¢)(3) bonds. 

o 	 Self-employed deduction. 

The 25-percent deduction for he~th insurance expenses of 
self-employed individuals will be reinstated and extended for 
·taxable years beginning after December 31, 1993, and before 
January 1, 1996. Beginning January 1, 1996, self-employed 
individuals who are not eligible for employer~ubsidized 
healthc.overage will be entitled to deduct up to 50 percent of 
the cost of the sto.ndard benefits package. In the ca~eof a 
self-employed individual with, at 'least one fulI..;tlme employee 
who has been employed for at least 6 months, the 50·percent 
deduction will be reduced based on the contributions the' self­
employed individual makes with respect to coverage of the 
individual's employees. 
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o 	 Limitat,ion on prepayment of medical' iilsurance premiums. 

o 	 Tax treatment of voluntaryemploy~r health care' 
contributions. " 

o 	 Tax treatment of organizations providing health care services 
and related organizations. 

o 	 Tax treatmentof long-teon care insurance and services. 

In addition, reserves for long-term care insurance contracts 
tha,t constitute noncancellable accident and health insurance 
generally will be determined in accordance with the reserve 
method prescribed by the National Association of Insurance 
Commissioners' (NAIC). 

o 	 Tax treatment of accelerated death benefits under life 
insurance contracts. 

o 	 Deilllition of Employee. 

o 	 Increase in penalties for failure to file correct infonnation 
returns with respect to non-~mployees. 

. 
o 	 Nonrefundable credir for certain prim3l)' 

, 

health services 
. 

providers. 

o 	 Expensing of medical equipment used in health professional 
shortage areas. . 

.. ' , 

o ' 	 Tax treatment of funding of retiree health benefits. 

. 0 Tax credit for the cost of personal' assistance services .. 
.~equired by individuals. ' 

o 	 Disclosure of taxpayer return information for administration 
of health subsidy programs. ­

15. 	 CONTROLLING FEDERAL COSTS •• FAIL SAVE 
" 

The bUrs fail safe guards against future unanticipated deficit increases due to this 
legislation. After enactment, OMB will publish an initial health care baseline 
including its most up-to-date estimate of the net outlays and revenues from the 
health reform bill, as well as all Medicare and Medicaid spending.· Stiuting with 
fiscal year 1997., the Pre~ident's budget will include an updated version of the 
initial health baseline. If the updated baseline (excluding non-health.;.refonn­
related differences) exceeds the initial baseline, refonn spending (with the 
excepUon of the subsidies for pregnant women and children) would be cut back to 
eliminate the overage. Changes-made by the sequester order would not be 
permanent. and the sequester would be suspended during (f recession. 
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" recommendations' on how 'to,i~s~~'th~'r~thaiIiliig\iiin~W:ed: :Congre~s·:WiirGOn~id~iiliis .. ·' , '. • ! 

"'·regislaiion:in:iin,expedfted·pr6~e~~:',;:'< " 
',-...t'. <:~'!.,'."~,,,,C"'."': ,.. ::~.:, ·e,'".'·' .. 


.. ~ , :L,. _.: ' '> ,,/ .' ' ::' ,-, " ' ," " ) ,I 


, .;Incentives For ~tates To f\,chjeve.Full ,Cov~t:~ge'Qn·Th~i~.Qwn' ' .. , '.~~: :",' "'., ,,;' 

• '.', ~ '.' '-. I' : . .' ',' ~ <' ", ~ ,~\"" '~':(\:.' ~ •• "\~: "-'. 

, ::Thebijral'~~'::r~~~v~~ f~d~~al'barii6~~ fo~' ~t~t6sth~t :~e;r~aa9'~~6' i~ple~~rifAill~;,~~r~~e' 
i ,right ay.:ay_ ''Not' only does the ~itchell plari~allow's~ates t6' adhl~~e,full~overage'early; it:, I . '. 

,'.' ",., rewards them'financially; if they do,'by letting~the stMes keep the 'federal ~avings't(Hhe :' ___ ,
'. '. I '.. , , <•• ' l' • • • • r. - i "J. / " • " • ' • ' ~ 

,',"" ,',' , . 
',. ~ 
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" 	 ': ,~'," ' . :,:. \ .,'. <,.'" " " " . .,' ': ,-,~.<' ~ .. 1 ",~ ~ , ',"" .: .,~, .~". "~.:".' < .. ' . ; 'l " 

•. The: MitchellB.il,l Prpvides Afford~ble Coverage to' All America's ChiJdren 
~, . ',' . . ...., , .' . "" ." . . . 

.. !-' 
: " 

.'.::TheJ~iitc~ellbill·:;Jr9Y.ide·s 'a~~()rd~bl~c~verage for all'~~sb~ ~;97. 
, . 	 , : .': ' ~ 	 ';' " : .... ,' . 

. : .•. ' Childieri ill14et: 1. 9;~~,pr~gml~t~oin~ri·wilI.be .eligible f()f r:preIi1i~sl,lb~i~iies.· . 
, Childten.and:pregnaiitwbm~n livingirifaIriilies with incbnu!s bdo;W185 perc.ent.of 

poverty ~11 recdve··fulls~bsidies..This willc()ver 6.2 millioilkids.:· .' .. .; 
. 	 ' . ,~"'" ," " . , '\.' "'. '" : "," . ' :' M~: ': ~: .. , . ": :.-' ."~ .. ! " 

.~' ;chgdteri:and'~regnan~'~c)~~p::~ith iir~omesbe~een:i8~i~d'~:p:O'.perc~ntof p~~e~y 
'.:·willre'Ceive.~ub~idi.es·'<?na sliairigscale .. T:his will cover art· aiiditionall.3' milliorr . 


··;:t~i~~.:;,.,;:' '. " .'. .' " ,.:: . . ... :: ..: '::'-.".. :. ". ' 


.'::1: :.. ,"'.:' ;:,.:.,,;! ... :,. :::",;;;':',:"~"::.~'.::":,:;;::<:.':";~".':'<~""::><{.~.:.::).:,...:":,:" ." ..'.'. '..:. ". 
,. 	 :. :~()'thafmeansth.at;a,tota.l·.7Smtllion·chilqren,will'getcoveia.ge futoughpremium:' .: : 

,I . "/ ':sUqil~\~SiM:i:+:;it,:1;,j';j{:;.'lN/i' .' '.,::",L'~':,,;'\',:,: " . "\' :;', ,'" .': •..... ; 
. . 	 '\' ... 

" . In addlti9ii; (lIif~i~'. i~sutance'practIces 'tqat;to'day .exCljide,~diildreidn middle-income' 

. . ;,::f:!tl~~/;Nf~'~~~1w;1i!~~~:!~~e~;;Ii:,.,',,;,;,:tr.',);,;', :;;> •.... ",,', 	
: , 

~ ~~l~;·tp~t~f?:~~';~~;'.!1,}Jf~~~~:L?!~~:::il.LR!o,,:iq~:~ffo,~da~1~;5?veiag¢.fot 'W,¢,:9 tnil1~bn; '..,. ,i 

... , . . ~.:. i ;;knenean childrel1:;whg:to<iay have no~ealth JnsIl!;m~e.· Bycontt~t;underthe ne,w. pole. 

.", . ·'hill,'rewer tpani5Q;OQd·~hlJdr~n\¥il,lgain.,·cov~rage; less"th(ifl onet~nth the,iiu.rlib~£~f .. 


, • • ",' \'" .,"~., : .'" • " ., ., • .' .... < , ,"~ , • , • , i \'.. • . " -. ,..' , '" • '. 

kids:Senator"Mitchell's,bill',cove,rs:' , '. ",. \.' .' .: . ,',';) .. i·· .. ' '", 
:,., .- ':",,,.. •.. '<, ' . 	

• "j 

, . :.... 

. ~. 

• 	 '. the'benci:fits 'package inth~Mitchelibil(iriciudei: lfup6rtan:t:preventive ~erVice~ for 
. ", " ',-'". '. ....'. - . '.. ' .. 

'children. ImmUnizations, well':child visits and.screemngswillbe.covered at no cost. 
, '; 	 ~ ., ' , . "'.' , . ,/ . ~ ," 

" .,,- .... 
, , 
.' . 

.The:M;~tchelI bill ~prese'rves additiorial'benefi~~ f6rchildren witn spec.ialrieeds. 
" . .'. 

• 	 Children ·who.~urreIitlyqmJifY for M~dicaid .will continue to: receive the additional' 
. services now ~overed.urider the N1edicrudprogram: Thk.:wiltensure, for example" . 
that children with speciafneeds genhe.additional rehabilitation services' that are ",', 

. critical to their. development. 
) 

The Mit(!hell bill support~ .t;ssential nutrition programs ',,: 	
I ' 

• 	 . The MitcheU bill provldesJull funding for the WIC Program so that 'aIl19w-income 

pregnant woman and children who are, ~urrently eligible for the. p~ogram can be, ' 

served.. 


http:thafmeansth.at;a,tota.l�.7Smtllion�chilqren,will'getcoveia.ge
http:perc.ent.of
http:oin~ri�wilI.be
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. CHILDREN AND HEALTH CARE: , 
, . 'The Pr,6blem Today 

,:.: ~. MILLIONSOFCH1iDREN'HAVliiVOINSURANCE/'MiLLiONS MORE, INSECURE: 

'. ';:',,9 million ~hildreriana half a,iriillionp~egnant wo~e~.h~venoh~aJth insurance. [Census Bureau" 


·":::GPS, 3/93'J ,.,: " . 	 ..' .. ' 
'., I 

• One out~fey~ryten chiidren uriderage s,ix'are uriinsured,p~ih~psthe'!rnos,.fcriti6;:li yearsot'a ,. , .. 
child's developm~nf. [Gens~sBur~all; CPS,3(93]' ' , ," , , ," " 

.. y \ 	 • 

• , . . • • • '. -,., " • :. ',. " • ":, " ~ j r ~. :' .'.. ' ,::' :r' ", ' 

• Onein five·American.childr~n hadnocontac~with~adoctor in.l992. [Childr.eri's.Defense,f,u~a]. , 
, '; " ", " , ' ," .;, ; "I:, 

. • 'l'7inilliohthildren are uninsured:forpart or aU'of the year: [B~reau of the Census, 1990-1992 SIPP for
'CDFf':" , .... , ' ,.,'.,. . " "',' ,'.," . '" , 

"j' : ",' , •• • ,..- -,. ; ~, 	 : " 

" '.,··.Mariy·thousands~f~hild+~n.a!e;l~cked.Out6ft·heh{!altl~insur:¢c~;ys~em be~ause ofbte::, 

: ,:<.~Xisting:C(}tlditioneJ.?:ll.i~iQ~~,.::;·:\)::';<;·::~·" .... ::.~ '; ~ " ,.:"i ," 

,,.MA/~RITYQF UNlfvsi/jiED.,'CH.li1>iiEivl;t~jDJ)iECiASS:FAMj~/ES ;.' : ,.,. ' , ' ' 
, ~', .58%'ofuhinsured ch!ldreri::were:dependents'of full.:time, full 'yea:r·w9rker$;JSubcom~itteeon. ' 
" ' (~hildrtm, Uh~/?3L\~ :,", ,'~ ':. '''. "j:' "" :.<:::,. ' 

",;', .'.,',.;'.. 	 ,., ,',.,:.' 

• ' Approxiinat(!ly 3'Oro bfadolescents With6~ti~~tirance ii~~i~~i~dle' clas~'families withj'ricom~s 
, .. , • ' .:,' • • ". '._", " : .,"' : ,"', j-. ~ " .~' -,' ", ",' , " ":,, :; , ':-. ',' , ~ .' .:', 

~bove 2Q.o% ofpoverty:; [Subcomrriittee on Ghildren', 111161'93] ,;, '!.; 

;, "<',, ' ,,' '.'. " " .: ' '; : ' -< "',I: " "'. ;,',"':~," . ' { . ~, .." ":'" , "


',,. • 	 ,! 

,BYiOOO,ONLY 50% OFCHILDREN WILL HAVEEMPLOYER~BASED COVERAGE~' 
• 'If~uITenf trends continue, 9rily~bo¥thalf of thenation's childre~ ~ill b~:cove~ed bY,einployer­

provided health insurance by theyea112000. '''Fortwodecad(;s; erttjJZoy'er c6st-c~itlng'andthe ' 
rising cost ~fhealth insu~ah¢e haveforcedmillions ofchildren, Qut qfthe private 'health' .'"',",, 

, i!2suram::e sY1tem. "[Children Defense Fun~, 313194]" 	 " ,'..'. ',: " ''i., .' 

.. 	 The percentage Ofchitdren who"Yeredove~ed'by eri1ploy~s fell frain 64.1:'perce~tiriJ987:t~: 
59.6pe~cent in 1992. Had the co~eragepercentage stayed at i98trates, more'than3 million' 
additional children would have, haq 'employer-based insurance;in 1992. [Children Defense Fund, 
3/3/94]' , 

, " 

'MILIJONS MORE CHILDREN HAVE INA,DEQUATE COV~RAGE TODAY: 

.' Millionshave pri~ate insUrance that fails to cover preventive s~rvices as well as' special 


treatment needed by children with physical and eI!1otional dis~biliti~s.' . 

'.: " ' . . 	 , 

. . , Only ab~uta third of health insurance policies in medium and)arge firms ,.- typicallythe most 
comprehensive plans -- coveredwell~baby care. [BLS; Employe~Benefits Survey, 5/93] . ' 

. 	 " 

'. Only 42% of children withhealth'insu~ance are covered fo'r routine immunizations. [Subco~mittee ' 
on 6hildre~, 11l16/93j '",. 
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"The Mitcbell BiliProvidesStre~:gtbened' Proie~tion'and 
'New Benefits Fo'r'Olde(AmericaJ1S " 

• Pre~erves lVledicare., , 

, . 0rider the' Mitc'heII bili, Medic~e wili.be preserved'and'strengthened. Older Americans will 
c(mtinue ~o rec~ive the, s:u.neMedicare coverage'-::- with guaranteed security. Seniors can keep 
seeing the doctors they seetod,ay,with,exPatldedbenefits: And doctors and,hospitals will no 

'ionger be,able' toch~ge more than whatMedic'are·pays ..:," " 

• .' I.", ..,. I ' 

• ,N e\Vprescription drug ,coverage~:' 
.·'The Mitchell blir adds'prescription"dru~{coverage,toMedicar~ ~~ providing desperately' , 

needed protec~1~n;f6r.olderAmeri.cans.' OlderAnh.,(ricaris ~iUge,t protection against " . 
prescription'drug prices that represent the~i highest out~of~pocket medical cost.-An annual. ' 
c~p: w.ill 'be pIac~4 9nout_-bf~pocket prescnption,dfug costs, andaboye this amount, drug 

, '·costs wilfbe, fully cov.ered:· ,>.. " :,' _ '~ ", ,,' " . '.', ' , . 
, . . ~ .' '.. " 

, ", '­

.•''Help~: witl{hC)~e a.~(J~:~lnmu~ity~~~s¢d:lorig~territ~are~ '~,'" .". ',,', " """ 
,,e," The' Mitcheil-bill take~~hist~ric. ~tep§;to~ard:, !on~~teim car¢~9v~rage, :cre~ting a new, $50; ," 

. -billion ,home. and communitY-based long'':te,rm care'prQgr~mL It will help Americans who need' 
";long~terii1 cate live indepen'dently at home,and 'in their communities -- 'which most older ­

" 'Amerieans, :people. with disabilHies~'an9: ilieir.f~ilies ahdfriepd$~prefer;:';::, :,'.: .:. ::: .. " , ". ',':- ,- ~ ,'\ - ..~, - , .,.' . . ,'" 

e ,111l~roves tbe'q~ality and~aff~rd~biiity 'of lon'g term; care "ins~'r'ari'ce .,'" 
•. The Mitchell bill' creates tough' new 'stiindards that all private insurers selling long-term care 

'pplicies mus,t ,meet. It also 6tc:uiftes tax n,iles'so that tong termcai:e.setvices 'an insurance: 
premiums c~be:de~uctedfromtaxableincon1e; And i4e plan ~stablishesaf(!derallong'term 

,c~e insUranceprogfam.tocover the costs 'of extended qursing home stays. People Will have 
,,'the option'tp pljichare coverage when theyteac~ ageJ5, 45, 55(or 65.'" ' " 

, . - , . ",-, - .,' .,. .\' 

" ' 
'", . 

'. 'Guaranteess~curftY toearlyretiree's~,' , " , " , 
e ' Under the Mitchell bill, American ~orkerswhoretire earlywilt'riothave to worry about 

losingarford~ble health insurance. Today many Of these Americans are vulnerable-­
dropped from their coverage and nat yeteHgible'for'Medicare: Under the ,Mitchell bill,' 
insuranc~will alwaysbese~ure and: affordable.. ' , , 

" ~ " , ,.' . 

.', Outlaws, i'nsurance company discri~ina.tion'against ohler workers. , 
e Today, i'nsurance companies,pIck and choose ,whom they cover-~and they charge older' '. 

,workers far than younger workers: These practices wiil be outlawed under Senator Mitchell's,,' 
bill --' insurance companies can vary premium's by no more thail,2: 1. And no one can deny' ' 

"coverage to an older worker who's onceheen sick. . , , ' 

e 'Enbances medical'research 
eThe Mitchell bill creates a special fund for academic health centers and medical research, , 

whlch should,mean,increased comniitment and rese,arch dollars for the fight against' 
,Alzhe:imer's disease.' , . 
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e . Preserves 'arid' Str.ength.ens ·lVIedic·are . 
j" .'.',,, ,'. w·'.··· ,,' '"', . 

. . "~nder th~Mit~h~U bili,'6IderAtriericaIlS ~ili see little difference .inWh~ie,. h6w ' . 
. . . or from ·wtiom',theyr~ceivetl1eiFheaith·care. And altlwugheyery, "h~alth iefo'rm 

proposalbefore the CoIigress'~alls for:significant savings from 'Medicare, the. . 
. MitcheUbillls th~ only one.that reinvests the savings,iQ two new be Qefits for: . 

older Americ~nS:;pr~scrjption ,.drugs ~lrid· a~'new federal/state. prograrri.. outside' 6f 
. :!Medicarepro'-:lCting home'~.a'pd~coIrunurutY- basedI6rig~ter1n'care: .' ."" ~': "', .. ,',' ,.>;., ... ',.', '::' . : ..-" ',;' ."','. "j- , : ".,.,.~ e', " •.•••• 

'.: ...... . " ,~ .;. '.' 

~e" ·&Qyides.:Pres~~iptiolif)rugCovera,ge<. '.' .. ':' . 

. ' : • . :.: .~.·~~diCar~ :~peI1e~dkies:.~lihd~e.·~~~· ~eic~~tcoyer~·g~:'·f6r,th~i~. ':rn~~icatio~~after/ . 
..•. ~. they' .reac!i.'k$}?'b:·de~~ct~qle2.;.A'"$],j990,aiuiuar::cap·; wm:p~,"piated On~()~t;-of.< .....~ •.. 

> '.' '.:'" ,'po~ket· p.rescripiWn-::·4bi!f,£()~t~;:.o/Wl'·t6si§:.ab6Ve: ~s:amo~t' i,fully" ¢ove·red:.'··'··:·· ... ·; '. .... '. . 
. ':.',' Patieni(WilJ·tegeiye;~~oiinse~iP~rfrorii·.theit·pliarinaci~t-;·Ok~hat medIcations, ate .• : ' .. ' . 
. ' ,,::.:'~o.st.:appro'p'i-ia~~·::':::·'~:\<~:·' ··..... A.,,>~; ...,. i.:.:" . > .. ,.'.•..... '. . 

::'( :.:' "',.' "'.':', """'~>.~":: .. :.,:"\"""<>~~:~~>, ".,.j":"- .~: - " '- ":.r-'-:·':.!:·', ,:';".: )~ ", .. ,,~ '.., .~.' .:,.; 
.,e·: Increases>Choice'·for:Medicate, Beneficiaries .. "!. .. • ,." " 

\, ? • - ::":': .: "-,';:,,:" • ,', ' " - ,',:,' .',....-', -:: '., 

.:: ·.~I. ';-" ':.;>. ',.- .. ".f.'".· .••• '<;·~.,,',~".~·,::>"~,·-:-:..~";·':,~w.-' ,o;-'.,,~ .• , ... :,'·I:·, .~.:, ,'.:~~',., ;', :'.'<:' 
. ForMedicare.b~n*ficiaties.~e.fc):tm-. will meariino~e.choices ,amonghe31th:phiris~ . '.' .. 
. and' the 'ability ;to cboose 'a:planwhich 'may offer ,lower'copays 'and dedlictibles·· 

.,' than, tiaditionat Medi~art: 'coverage ·Qff~rst~ay.. ,:.' :~; . ;,..... .. ' f .' .' ..~ .. 

e Protects: 'Seniors·A~aiDs(Fra~d·andOverchar~e~"·'·
, '.' ':, '. " . .',.':" ~. ,',:,.' '.' . .: .' '.: \: '. ..." '",' , ' , , . ". , ..' .":" ' . 

'" 

.• The Mitcheli'mll callS fo~;,Il~w penaItiC!s to: plir~e afl<fprosecute" those who or~er 
unnecessary testsan~ procedures to. defiaud:Medicate and senior citizens. 'IIi . 

. ' addition, the .MitcheU-BUicontTOls rising co~ts iIi both the priyatesector ·and . 
. . Medicare. . '.'-.' ", '.:. 

"'. ) 

! • 

.• . ·.For those who' currently buy a Medigap policy to' cpver pr~SCription drugs and. 
' .• 0vercQarges. the . Mitchell Billwill rQ.~aiisignificantly lower:costs. The plan' stops 
. doctors or hospitals froin chargirigmore than Medicare covers. And' it prohibits .. ' 

Insurancecomp;mies fr()in usmg' pre~existing conditiOnS to' exclude people' from . 
'. Medigap coverage. . . 

. " ," 

• Elimillates Balance Billing . . . . ' . 
The Mitchell bill prohibits doctors. and hospitals who participate in. Medicare' 

. from charging more than Medicare' pays; . . . ' 

" 



',j 

.:.,' 
, ': 

" 
OLDER A:"rERrCA~S: THE Cl'RRE\'T.5YSTE:VI 

. ", . ; . '" 

No'Pr~scri~tion Drug Coverage. Nearly t\VO thirds"of'Anlerican~ over the age 0(65 
'. h,i~i nbprescription drug coverage. But\yhile .people under 65 purchase an average of 
· four ·prescriptiQns.ayear; peQple QVer 65 purchase, Qn average, fQur times that amQunt 

.. --.16 prescriptiQns.each year. . . '. . 

This me~sthat m~y Americans ~e in a PQsition like Benjmti~· G~gli~i; a 66 year­ I' , 

old retired bQQkke~peI' frQm Alabama. Each mQnth he niUs.t· spend $340 Qf his'. $5'94. 

income QnprescnptiQnqrugs' because ,Medicare prQvides' no prescriptiQn diug' . . 

c~vetage: ,With all his prescripti~m drug e)(penses, he, qfien runs shQrt of ~Qn~y for 


"foodand must relyQn "Meals Qn \\'heels" for. hisOliedaily meaL \'. . '.' . . . '.' .' . 

MedIcine J~Often' Priced 'o~tof:Reach.. PrescriptiQridhlgs afe.·thehi~hest.Qutof·· 

·PQck~texpense for thr~~ QU,t of f9ili:·()lderA.merlcari{· An~ drug~q.rnpanie~charge . 


• r,_three 'times. mQre· fQr prescriptiQn' drUgs made)n Americahet~ .in ihe.1Uriifeid States 
, , ,- .,. :." . ,,,' ., ", " .. " -) ," - -". '; " ,,:' ''', "' " 

· than' ~th~y.·charge . for the. same, drUgs :pver?e.as,: with, ~rices. cQQtiiruing' to' skyrocket . ,. 
, .. !-: . ":" ': ' '. I 

:Th~result/~Qre't~8··rililli·Qn A.rri~~cahs:6y~r.agg55;Say th~y hav~ to' di~o~e, 

.~~~~~'n fQQ~an9~~d~cif.le..·An(~ot~ thlm'17 mil.}i<;ilprescIiptiQns,:eacWyear go '. .......• 
 , ' 

.~Cfaimedafterphar!nadsts fill the Qrders;. m()stly~because.conslJmers_ ~ann()t affQr4 to' . 


.paYIor.tneni .....:. .......;','..... ":,' . . ": 


',;' ,'. ' 

f ) 

Little Help With L()Dg;'Term'C~re'At H~lD~.. Mbsl ~ide/AInericans'wrini tos~y·at . 

hQme with their ,families ifthey become disa:bl~d 'and ·need l,;mg-teim: .care. Many, 


. senior'citiz~ns justrieed a visitmg' I)urseQr ~sQiI,ieQne to' pick up . 'groceries in or~er. to. . .' 
· live independently. B.ut in today's system, manY'are forced intQiml~sing :ho~es because •. 
· they have . n'()way'of: getting the help they 'need, " '. ' ..... . ,',' . 

~ 
.. 
.. 

. ,. .. 

Old~rPeopl~ DiscriminatedAgains'tBy Insurance: Companies. ~nsurimce' . .' . 

co'mpariiestQdaY'use age an(healthstatus ,as factQrs insettIng the price ofinsuianc,e. 

premiums~ This 'means thafQlder,wQrkers Qr~~tii'ees ",hQdQn't yet q~alify;for. ...•.. 

Medicare often are f()[~ed to' pay several times what YQungeq,eQple payfQi' the same 

insurance.MQreQver;: QlderpeQple·are Qftendenied '.CQverage' because they have. a pre-:­
existing cQnditiQn or simply because they are e>Ider. '. 


'.. .,~ 

Little Protection Foi;Ea.rly ~etirees. 60 percent of the niae milliQn. early retirees in . 

the Uni'ted States are nQt insured by their:fonneremployers., Even thQse CQmpanies 

who used tQprQvide ·health benefits to retireeS. are being forced to' pare back their 

cQmmitmeIlts because ,Qf rising CQsts~ Early retirees are TherefQre p~ciilarly. at risk of 


. being 'withQut adequate cQverage •.Becausethey are Qlder, Qn their Qwn, .and may have 

experienced health prQbleqls,theyhave a difficult time getting quality insurance at an· 

affordable price. '. , . . . 


Skyrocketing Costs of Ca"'~. In 1965,CQngress ena~ted Medicare. to' enslJreth:at . 

America's elderly were nQt drivenintQ PQvei:tyby health care CQsts. Medicare haS been 


.' a .gi-eat success. But health qare prices are rising SO' fast that older Aniericans spend' 

mQre of their incQmes on health care tQday than they' didbefQre Medicare began. . 


.,' ., . ' -"', ' :' 

, '~,', ' 
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THE DOLE BILL IS BAD FOR STATES' 


Problems with Medicaid 

• 	. States are on the hook for Medicaid caps. Before AFDC and non-:-cash recipients 
are integrated into the low-income assistance program -- potentially from '1997 until 
2000 -'- both federal and state payments for these individuals under Medicaid are 
capped. . 

However, states are not permitted to eliminate any category of eligibilityunder . 
. Medicaid. And, an entitlement to services under Meditaid remains in effect. . 

So if Medicaid costs rise faster ,than the .caps (which is likely): 

II> • States would ,inevitably b~ subject to lawsuits requiring them to provide 
services and make up; any funding shortfall. . ' 

II> 	 States would come under enormous pressure -- from both providers and 
advocates for recipients -- to fupd any shortfalls. . 

As they are generally. the health care providers of last resort, state and local 
governments, would .likel y bear the financial burden of reductions' in access 
under a capped Medicaid program. 

• 	 States have no control over maintenance of effort payments. After AFDC and 
non-cash recipients are integrated into the low-income subsidy program -- as early 
as 1997 at state option, and no later .than 2000 -- states are required to make 
maintenance of ~effort payments. 

Maintenance of effort payments increase each year based' on the increase in pr,emiurits 
under the Federal Employees. Health Benefits Program :(FEHBP). Since states have no 
control over how fast FEHBP' premiums· rise, they are left~ithno control over a 
substantial portion of·their state budgets. 

• 	 Disproportionate Share Payments are Cut 25% .. The Dole Bill cuts DSH payments 
by 25%, without substantial expansion in coverage or reductions in uncompensated 
care. 

Problems with the New Low-Income Subsidy Program 

• 	 States would be on the hook ifsubsidies are underfunded. If subsidies are 
underfunded -- which is likely without any effective cost containment in the Dole Bill 

then eligibility for subsidies is cut off. 



If subsidies are eliminated for a large number of low-income people, states would be 
under pressure -- both from providers at risk for uncompensated care and from 
interest groups for the disabled and low-income populations -- to continue coverage 
at full state expense.. . 

• 	 Uncompensated care burden on states continues. Because few people would get 
coverage under. the Dole Bill, uncompensated care would continue to be a problem for 
employers, families, and state governments. 

• 	 No funding for start-up costs. States are expected to establish new programs to 
deliver low-income subsidies, but they are provided no money for planning or start­
up costs. 

• 	 No relief from. administrative burdens. Anyone who would be eligible for Medicaid 
under current :eligibility rules would automatically be eiigible for a subsidy under the 
Dole Bill. So states receive no relief from the burdensome Medicaid eligibility 
process. 

, 
. , \.No'Real State Flexibility. 	 . 1 /~~<::~\ 

• 
I
I 

I ~-" "':"'~"" 
Not only does the D91e ·BilI fail toa~hieve universal :co~erage, but it prevents 
states from doing so.' ERISA preemptloli~Qfstate,,[~fg!l!l efforts would cOntinue 
under the Dole Bill .. The federafgovemmentwould coptiilUe to stand in the way of 
states that want to move towards universal coverage. And, . the Dole Bill does not 
include a state single payer option. . 

• 	 The Dole Bill is contrary to welfare reform.' Since the Dole Bill provides little if 
any subsidies for . low-income workers -- and, in fact, imposes an enormous marginal 
tax rate on these workers -- it does little to aid state and federal welfare reform 
efforts to. move people from welfare to work. 

Problems with Insurance Market Reforms 

• 	 The Dole Bill Undermines State Insurance Regulation. The Dole Bill permits any 
small employer to self-insure, and permits associations of small employer associations 
to escape state regulation and choose regulation under ERISA. '. 

These provisions fundamentally undermine the ability of a state to establish and 
regulate a viable community-rated market. 

• 	 The Dole Bill Gives States Little Authority Over Insurance Reforms. At best 
under the Dole Bill, states have the. authority to regulate only the insurance market for 
businesses with 50 or fewer employees. And if many Small businesses join self­
insured assoCiations, states would be left with a shrinking insurance market within 
their regulatory authority.' 

-2­



eBO VALIDATES THE MITCHELL BILL 

CBO SAYS THE MITCHELL BILL WILL .... 

Meet Its Goal of Universal Coverage 

".. ' 

CBO confirms that the· Mitchell· bill will "meet its target of 95 percent coverage" by 1997, using market 
forces and subsidies, ~ith a Commission to recommend how to cover the remaining uninsured. However, 
CBO confirms that if the market does not reach universal coverage on its own, the system of shared 
responsibility that would trigger into effect will reach universal coverage in 2002. [CBO, p. 1, Table 5] 

. In contrast, preliminary analysis has concluded that the Dole bill -., which has not yet been analyzed by 
CBO -- will guarantee coverage to less than one million more people in 1997, leaving nearly 39 million 
Americans uninsured. 

Pay for Itself, with Money· Left over for Deficit Reduction 

CBO says that the Mitchell bill-- with subsidies for individuals with "incomes up to 200 percent of poverty, 
children and pregnant women up to 300 percent' of poverty, employers expanding coverage and the 
temporarily unemployed -~ will be fully funded, yet still generate $14 billion in deficit reduction by 2004. 

. The Mitchellbilhvillyield shoriterm deficit reduction of $3.7 bilHori by 1999. [CBO Analysis of Senator 
Mitchell's Health Proposal, Table 1] . 

In contrast, the Dole bill has no deficit reduction and only has enough funding to guarantee coverage to 
less than one million people. . 

Allow Job Creation to Continue on its Expected Upward Path 

CBO says that under Mitchell's backup system of shared responsibility the rate of job creation -- whiCh 
is currently moving forward at more than 2 million jobs per year-- will continue on its upward path. 
While critics may. claim otherwise, CBO states the effect of the plan on therate ofexpected job creation 
"would likely be very limited. " [CBO p.1S] 

In contrast, the Dole plan barely reduces the number of uninsured, leaving over 20 million Americans in 
working families to continue to go without coverage. . 

Lower the Growth· of Health Costs 

The Mitchell plan will inject market forces into the health care system by forcing insurance companies to 
compete on quality and price. Furthermore, insurance companies will face incentiv~s to keep their 
premiums down because insurance companies that spike up premiums' excessively will be taxed.CBO 
estimates that the cost containment in the Mitchell plan· 'Will lower the future rate of growth of health 
spending in the nation. [CBO p. 13, Table 6] . 

In contrast, the Dole plan lacks. any form of scorable private sect~r cost containment. 
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0J Medicaid Cost Shift {1}
...-!' 

Medicare Co6t Snift 

Non-Wolker Cost Sbift 

CrOss Pool Risk Adj ustment (2) 

. High Cost Plan .Asses.sment (3) 

Universal Coverage(4} 

Gains from Group Pl:lrchuing (5) 

Academic Health Centers 

Cafeteria PI an. limitationI!' 

Net Total Additions 
~ 

Notes: 

1997 

Community 
Rated . 
Pool 

Experience 
Rated 
Pool . 

. Privata ' 
SeCtor 

Average 

2.2% -1.8% 0:.2% 

0.0% 0.0% 0.0% 
• y' 

2.9% 0.0% " 1.4~ " 

-1;3% 1.3% 0.0% 

0.2% 0.0% 0.1% 

..6.0".4 ..6.0% ..6.0% 

-12.1% 0.0% -6.4%' 

1.75% 1.75% 1.15% 

.. 0.1%, 0.4% .0.2% 
,. 

-14..0% -S.O% -9.5% 

, 

2004 

Community· Experience Private 
Rated Sector 

Pool 
Rated 

Pool Average 	 i 

i 

-1.1% 0.9%3.0% 

0;$%•. ',0.5%,' 0.5% 

;. , 

2.9% 0.0% 1.4% 
I 

. .1'.3% 1.3% 0.0% 
-

,0.1% 0.3%0."'''' 
-6.0% ' -6.0%-6.0"'" 

0.0% ..6.4%-12.7% 

. 1.8% 1.75%1.75% 

1.3%2.1%'0.5% 
.. , ,. 

-11.7% -1.4%' ..6.5% 

~. ,-- - --.-....:...... ­

(1) Includes pa¥ment rate differences, demographic effects, and growth rate effects. 
(2) CBO estimate 
(3) inetudes Incidence of assessment and effect on Smwtb rata of premiums. 
(4) Quantlf1e8 reductions in uncompensated care. 
(5) Reduction.s in administrative costs expreued as weighted average across firm sizes. 
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Change iiI National Health Expenditures 
By Source ($ billions) 

Source 2000 2eKS 
National Health + $33 + $27 
Expenditures 

Fe,deral ' +$38 +$31 
., 

State, ,and Local -$3 . , - $6 
. 

ate "- $2 " 
~ 

t$2 
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August 9.1994 

MEMORANDUM 

To: Robert M. Rozen 

From: 

Lbgislative Counsel 
Office of Senator George. Mitchell 

Ra~d C. Scheppacb 

Re: Pre1imjnary ConceX'll5 about th~ Health Security Act 

Thank you for meeting with us yesterday to discu.ss some of the GovernoR' concems about the 
Health Security Act .as proposed by Senator Mit~hel1. As you requested, the following ill 8 

description of the issues that were di8CUSsed with you. I believe that raany Governors a,re likely 
to oppo&O Senator Mitcbell's but if substantial cbangeaare not made to the Medicaid 

. provisiolllS. 

ME!OICAlP STRVcruRE 

Problem. We support integrating AFDC and non..c;ash categorical Medicaid be~eficlarie8 intp 
the new low income subsidy program. However. because your plan.requires states to m~~ . 
existing bc~eflta and existing bonefit levels for tbis population above the leveh offete<! in ~e 
standard benefits package, we believe that there wj.ll be no stteamlining for stat~8J and in f_ct, 
states can e:xpect increases In Med!caid complexity and adm.lnistrative expeIlditumJ as a [(~Bult 
of the plan. We cite three examples. 
• 	 If the health plan offering tho stlUldard benefits package offers a service Ihat is less in 

amount, duration, and scope than offered under Medicaid, the state must pay for O:werage 
up to the Medicaid's amount, duration, and scope provisions. This will resul~ i!1 stat~ 
developing c:omplex administrative systems to pay for this "wrap &round" for standard 
benefits. Moreover, this provision will give b.ealth plans an int':enlive to limit amount, 
duration, and scope provisions in the standard benefits paakage in ard6r to shift costll to 
states. 
AFDC and non-cash catci0rlcal beneficiaries will remain eligible, for all other aeutecare 
benefits that are not part of the Iltandar4 benefits package. This requires states to maintain 
all eligibility systems for tbose populations with eligibilitY requir~met1ts that go ~yond 
eligibility for the new low income subsidy program. Moreover, this provision maintains 
inequiti~ in benefits among poor peopl~ using categOrical criteria tha.t are nor bas.don 
need. 	 . . 
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• 	 It will be more difficult to place Medicaid beneficiaries in managed c:a.rc. No more than 50 

percent of total emotlees in a HMO can be Medicaid beneficiaries. This is a toll back from 

cunent law which is 75 perCOJlI. This will take Modicaid individuals out of managed care in a 


.. number of stateI. Fee-for-service is more expensive to administer 
'. 

than managed c:a:te. 


Alternatives: 


• 	 The provision that requires states to pay for differences in the amount. duration, and scope of 

services in the standard benefits package should be deJeted. All subsidized beneflclat.l.es should 

have the same benefits package. 


• 	 The supplementary Medicaid benefim beyond the standard benefits package should be changed 

from an indivfduaJ entitlement to MOe and non-cash categorical bcmoficiarici and should be 

restructured as an entitlement to states ulling the new bome and community based care program 

8.& 8. model. (Sec attached low income subsidy paper.) 


• 	 There is no need to limit tbe number of Medicaid bene:ficiarlcli in managed care. The "75125" 

rule was implemented as a proxy for ,assessing quality. and the Mitchell plan now has national 

quality standards that preclude the need for this requirement. Not only should the test not be 

reduced to ,cSO/SO" bat it should be e1im1nated altogether. 


• 	 Moreover, with the advent of the new low income subsidy program and the dev,elopment of 

community rating ar~s. staleS shQuld be given all opportunities to move their Medicaid 

beneficiflries into managed care. WOBuggest that slates be permitted to enroll beneficiaries in 

primary Q8J'e cIse management systems and partially or t11ll.y capitated systelDJ of eare without 

the need for a waivers. This should be established Within 6 months of enactment. or the 

legislation and is particularly important if there are any delays' in tbo implementation ~f the 

new low income subsidy program. 


• 	 States should be allowed a window of three years after lanuary 1997 in which they can 

integrate their Medicaid popUlations into tho new low 1r:icome subsidy program. 


MEDICAID MAINTENANCE Or EFFORT 

frnblemi We support usiDg 1994 as a base for the calculation of maintenanc:c of efforL However, 

we cannot support annual growth in that amount based on the rate of increaso in either per capita 

or national health care spending. 


. Such an approach is entizely unBcceptablefor the following reasons. 

1. 	 The rate of increase in total national health care is composed of four major components as 

followa: a) health Uto inflation; b) changes in population; c) increases in benefits; and, d) 

increases in the quantity of health care services, whi~ ate driven largely by tbe aging of the 

population. While states do not mind havill! an adjustnlent factor that reflcc'ts health care 

iDflation and changes in population, tbey sbould riot' be held accou.ntable 'fIX natioa.al obanges 

In benefits or quantity changes such as those Bssodated. with the aging of the poJ:!ulatioD. . , 


2. 	 The extension of health cate bonefits to all low-income individual, will substantially increase 

totiland per capita national healtb Q&re spendin8 in the future and should not be reflected in a 

state maintenance-of-effort contribution. . 


3. 	 The rato of increaso in Medicaid acute cere has been doc=asing the last several years and AS 


states Ire allowed to use managed care, most states now believe that this rate will OOlltlnue tp . 

decrease and be below that projected for total national health care spending growtb. 
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From A financial staJldpoint the stAtea would be better off with the ~mnt Medicaid program as 

opposed to this proposal. Currently. spending on Medic:aid is avemging about 18 percent of state 

budgets. with somo states as bigh as 3S percent. Your mafntenance-of-effort will force states to 

pay a rate of increase over time that is equal to double thBir current projected revenues over the 

next several years. Within the next tbree to five yean this WOuld make the Medicaid maintenance­

of -effort ever 2S percent of ad1 staif spending. It is wrong to plae. iUob a new huge additional 

unfunded mandate on states to pay for health care reform. 

Altematlyej We suggest the following for each·state. Calculate tho baseline for the AIDC and 

non-cash categorical populations as proposed n the Health Security' Ad. Sum the aggregated 

amounts for both AFDC and non-cash 80 that tbel'e is one baseline dollar amount for each state. 

This total would r.ben be incroued annually by the iUU:lUal percentage Increase in the states' 

medical inflation and the annual percentage increase in the state's general population. 

Such an approach would provide a atrong incentivo for states, through other policies, to develop 

cost controlliltr8tegics in their respective states.. For stability to state budgets, the annual mc.rease 

could be a five yeu rolling average of the perc:cntagc increases. Since·annual medical inflation ia 

not calculated on a sta.te-by·state basis, CPI pIllS a decllnlng pei'centnge ILdd..on (8tartins It 2· 

per08l'1t) could be used until the state medical inflation index is developed and reliable. 


DELIVERY SYSTEMS 

Problem: The states will take on significant new responsibilities in re!tnlcturlng and overseeing 

the privato henlth care delivery system as a result of the Health Security Act. While states havc.a 

lot of additional responsibilities, the overall phUo!.!Ophy of the bill is vo%)' mucb a federally 

detemrlned system. Virtually an deds!oIlS are made by the federal govcDUl'lCnt and states 

administer the program. States have limited a.uthority to make decisions a.nd little flexibility. 

Moreover, rigid federal standards are called for unnecessarily In areu where states !:JIve made 

sigoificanl progress in improving health care deli'\'ery systems. WhIle we agree that allIlplete state 

flexibility would undormiDe a national system, federal standards should be used as a minimum. 

above which, states could impose more restrictive criteria. 


Altematin; The appropriate balance between. national. oonfonnity and .tate t1exibiUty is cri~ca1 

both to an efficient health· care deliveIY system and to timely i.¢plemell~a.tloD of tho plan. A lllorc; 


efficient approach thm that incorporated into the Health Security ACt would be to set standards 

only in thos" areas where it Is critical to compare across health plans or to ease the problems fo~ 


multi-state firms. In other areas broad guidelines are important but states would es.tabUsh 

standards within federal guidelines wbile other areas states should set stam.tards. Such a system 

would look for like the following. . 


FedeW S!Mdards 
• Quality improvement and assurance. 
• Me!iic:al record keepin&. 
• He.altb informadon QUI data requirements. 
• Other measures which are crl.tical to compare health plans. e.g., health outcomes. 

Federal Guidelines with State Standards . 
• COmparative consumer information. 
• Marketing materials. 
• Grievance procedures. 
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State Standards 

, ., Financial standards. 


• Solvency requiiementS. ' 
• liquidity requirement. ' 

.' Accounting and reporting. ,", 

" Guarantee fundp~dpation. ' 

• ,Capital requirements.;' 

Q1JiBlt ISSYB ARRAS, ' 

Funds ,t'p Administer' the' NeW Low-incomo' Subslqy :Pro~am. ' Stat~s ,wiD assume th~" ' 

administrative responsibilities,for a ncw"low.;incomc subsidy program and there are no federal 

funds to help pay for administration of this new program. Currently Medicaid administration cost,s, 

$7 billion annually, ,serving about 30 million b6neficiaIies. 'ibis 'new p~graltl ,could have more , 

tha.t 80 milllon participants. In the Mitchell bUI, states are jiveD tho: a~ility to impose up to a. l' 

percent prem1wn tax, t~ generato finds for admiDistration. It is not up to' the states, to havo, to , 

imPose a. tax to fund anew fed~ralprogram. The federal sovernment,should impose tbe tax or find 

an alterna.tive financing'mechanism. " ' , " , 

1.75 Premium Tax: This provision needs to be clarlBed. It iSUDcleatf6r tbenew low·lncdme 

population and Medicaid, who pays the premiumtax.A1so, this bas been a traditional tax source ' 

fez states that it not only be preempted, but states are being c::harge~ 1.7S percent for state ' 

employees. They should be exemp~ , ' 

Medicoid Home- and Communitv-based Care. Thc lIla,;nteninc:e-qf..effort reqUirement intqe' 


.mstin& Medicaid and, Community-based care' program shOuld' be r=~ted or at least ~dexed by 

the.growth in the national population. ' , - , 

MentalDlness and Substance Abuse Services. The proviSion that reci~s sta"es to fnt"grale.tbe,ir 

public mental ilhieei and substance abUse systems into the private deli~ery system by year 2001 ;' 

noods to be elimh1a1ed. It;s iDapproprllit~ to requite tbatstales f\ln~ are ~ed to o$et pre~JUll' , 

costs of the general population toovC!rs~e an wWlnited ~ntaUllnw ~d su~staDcc abUse ben~fit.' • 


, Planning ~d,Start Up FJlndst While $100 million f6rpJ~g grBDt!im~ybe8Uffid~n~ ~oplan for' 
tho systeM. a 50 percent st,8,tematch for start up fUnclJ,ls t9,o high. 'This 1$, ~ new federal syattm . 
and ther~foro tho fedet~ goverrul,tent needs topay 90 ~rcent 'of startup 1\1n~. Olhotwisc the ' 
system will take avery long timo to opcratl9Dalizo. ' . ' , ' " 

Maridates and Advoc&g ,Fundins; "Throughout the bill thorO arc a ~ibmcant'Dumber of federal 

mimdates tbal will be vcr, ~t1yto litates.ThescnmJ to be ~liuliDatpd 'from the bntln ad4itton, . 

there is a liubslanti~ amount of federal, funds ,foradv~cy gro\lps tPat can be \lied for litigatl9n:' 

against IltateS.TheM fu,nds need to be e\!m.lIlatcd fu;io], !be bilL It iii the roJc of the fe4~ral' 

government, not the advocacy community,to haveovcniighfo£ state il1J.ple~entation. 


Section 5534.' This section of the Act gives: indivi~uiwfa Private rl8~t to eI!force' 'state 
responSibilities. 'This'right to sUe should be eliminated from the legislatiOl1. ' 

Malpractice. The mi.'lpractiee provisions ar~ too limiting for state~ .8.I'ld would actUaily~en 

provisioDs cuqentIy enacted is some 'stat~s. Tho Act needs 10. be' reyised to set federalminiD:l.Um 

standards and ailoWl:tates to incluqe stronger'requirem~ntl: , ' .' , 


, 'Thank you for yourinterestJn ~urissue~. Ifyouh.ve anyquostionS pleeso,do notbesittueto'~ " 
me' at 624·5320 or Carl Volpe of mystaff at 624-7729; , , . : ' 

'. (' 

" I, ' 
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Some Talking Points on the Mitchell Bill and ~hc Private Sector., 

• 	 The two most iinp~rtant consequences of the Mitchell bill arc: 

(1) 	 it exte~ds coverage to 27 million Americans, ,allowing us to reach 95% 
coverage through vohintary measures alone. . . . 

(2) 	 it reduces the deficit· over 1995-2004. 
. . . 

• 	 Oil average, . private health insurance premiums will cost 'about 9% JeSs than 

baseline in 1997 and about 6% less than baseline in 2004.. 'The two most 

important reasons for these gains are: 


(1) 	 reductions in uncompensated ~arc from expanding·cov~~age. T9day, 
providers shift the unrcimburscd cost of services delivered to the 
uninsured into higher charges for private payors, which pushes up 
premiums for the insured. Expanding coverage. will permit these extra 

. private charges to decline~ 

(2) 	 administrative savings from pooling Individuals and sman groups into' 
purchasing cooperatives. Some pay administrative costs or "loads l1 of up 
to 40% today. CBO assumes and recent California experience suggests 
tbat loads closer to 13.~% arc achievable under Mitchell-like conditions. 

. 	 . 
• 	 The cOJ'nmunity·rated sector (individuals and firms with fewer than 500 . 

einployees) gains the most from the Mitchell blll, but the large firm sector gains 
a~ well, primarily from uncompensated care. . 

• 	 While the community-rated sector does very well under the Mitchell bl1l, bringing 
the uninsured, nOllworkers, and most under-65 Medicaid recipients into the 
community rated pool does increase costs slightly. The Mitchell bill has a 
mechanism to share the costs of demographic differences across the community­
rated and experience-rated pools, which serves to equalize the average premiums 
in each pool by increasing experience rated premiums and decreasing community 
rated premiums. CBO estimates the required adJustment to be about 1.25%. 

• 	 ' • , I • 

. . ~ 

. • 	 If the mandate is not triggered, aggregate private health spending will be . 
virtually equal to what it would have been in the absence of reform as 27 million 
more' people wouJd be insured with coverage that costs less than today. 

• 	 " If the mandate is triggered, aggregate private health. spending would be about 2% 
higher than baseline in 2004 a~ we add the remaining 14 million Americans to 
private health insurance coverage. . 
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Net Effect of Senate Proposal on Average Payments ·for Private Health Insurance, 

Relative to Current System 
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:z: 2C04 
....... 

t..'"} 

....... 
 Community Experience Private ....... 

Rated Rated Sector 
Pool Pooi AVefage 

<q 
(J) 

....... Medicaid Cost Shift (1) 


....... 


\.!) Med!care Cost Shift: * 

=> 
a: 

Non-Worket C06t Shift 


Cross Pool Risk Adjustment (2) 


High Cost Plan Assessment (3) 


Universal Coverage (4) 


Gains from Group Purchasing (5) 


Academic tleaHh Cen1efS 


Cafeteria Plan Umitations 


Q 
I-l 

.Net Total Additions 

Notes: 
(1) Includes payment rate differences, demograpbic effec:ts, and growth rate effects. 
(2) ceo estimate 
(3) Includes incidence of.assessment and effect on growth rate of premiums. 
(4) QuantifIeS reductions in uncompenSated care. 
(5) Reductions in administrative costs expressed as weighted average aeross firm sizes. 
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". 

1997 

Community 
Rated 
Pool 

Experience 
Rated 
Pool 

Private 

Sector 
Average 

2.2% -1.8
D 
" 0..2.% 

O.ook 0.0% 0.0% 

2.9% 0.0% 1.4% 

-1.3% 1.3% 0.0% 

0.2% O~O% . 0.1% 

-6.0% -6.0% -6.0% 

-12.7"" 0,00,4 -6.4% . 

1.75% 1.75% 1.75"4 

0.1% 0.4% 0..2% . 
. ' 

-14.0% -5.0% -9.5% 

3.0% -1.1% 0.9% 

0.5% 0.5% 0.5% 

2.9",4 '0.004 1.4% 

-1.3% 1.3% 

0.4% 0.1°,4 0.3% 

-6.0% -6.0'% -6.0"/0 

-12.7% 0.0% .-6.4% 

1~ao.4 '1.75% 1.75% 

0.5% . 2.1% 1.3% 
" 

-11.7% ' -1.4% -6.5% 

0.00.4 
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SPECIFICATIONS FOR COST CONTAINMENT AMENDMENT 

REMAINING POLICY ISSUES THAT NEED TO BE RESOLVED 

1. 	 Need to establish the growth index for triggering and applying premium affordability 
guarantees (e.g., wages, cpr, etc.); 

2. 	 Need to determine whether the growth rate is initially lower after the cost containment 
trigger in order to bring premium back down to a "reference premium." Note that 
these specifications are not written with that in mind. 

3. 	 Need to establish the policy for experience rated plans. 

4. 	 Need to determine whether premium affordability guarantees could be "un-triggered" 
(either nationally or in a community rating area). . 

SECTION 10003 CHANGE 

Change section 10003(c) as follows (in general, the test for affordability and subsequent 
recommendations are structured similarly to the coverage trigger):., ". 

(a) 	 The Commission submits annual affordability reports; with the first 
affordability report for 1999 (submitted by January 1,2000). 

(b) 	 Coverage is considered unaffordable for a year if the average premium increase 
(using final community rates for piaris for each year) for the standard benefits 
for community rated health plans over the two year period (ending with such 
year) exceeds the average increase in X [!need growth rate!] over the same 
period. 

(c) 	 If the affordabiiity test is not met for a year, then the Commission shall 
recommend to Congress a means of controlling, health care costs. 

The recommendations of the Commission shall include one or more legislative 
proposals to ensure that the growth in premiums nationwide is held 
prospectively to X [!need growth rate!] (as certified by GAO). 

(d)' 	 If Congress fails to enact legislation (as in 10004(c», . then premium 
affordability guarantees are automatically triggered beginning in the following 
year as described below.' The fiist year for which premium affordability 
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guarantees can be triggered is 2000. 

NEW SUBTITLE ON PREMIUM AFFORDABILITY GUARANTEES 

1. 	 Definitions and special rules: 

(a) 	 The "target growth rate" for a year is X [!need growth rate!], adjusted for a 
community rating area under 2(b)(3). 

(b) 	 The i'weighted' average annual filed premium" for a community' rating area for 
a year is the average of the final community rates for all the community rated 
health plans in the community rating area, weighted for each health plan by the 
total number of families enrolled in such plan for all classes of enrollment. 

(c) 	 The "weighted average annual initial premium" for a community rating area for 
a year is the average of the initial community rates for all the community rated 
health plans in the community rating area, weighted for each health plan by the 
total number of families enrolled in such plan for all classes of enrollment. 

(d) 	 The "actual national average premium increase" for a year is the average 
premium increase from the preceding year to the current year for all 
community rated health plans in all community rating areas (using final 

, community rates, weighted for each health plan by the total number of families 
enrolled in such plan for all classes of enrollment). ' 

(e) 	 For the purposes of this subtitle and for the purposes of section 10003, initial 
and filed community rates shall include any app~icable marketing fees. 

2. 	 Trigger of pt:emium affordabilityguarantees and determination of affordable premium 
target. 

(a) 	 (1) If premium affordability gu~rantees are triggered nationally beginning in 
a year: 

(A) 	 In the case of a community rating area that was a non­
competitive community rating ar~a for the year preceding the 
year of the national trigger, premium affordability guarantees 

, would apply as of such year. 

(B) 	 In the case of a community rating area that becomes a non­
competitive community rating area for any year after the year of 
the national trigger, premium affordability guarantees would 
apply as of the year succeeding the 'year in which the area' first 
becomes a non-competitive community rating area. 
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(2) A community rating area is considered a non-competitive community 
rating area for a year if the average premium increase (using final 
community rates, weighted for each health plan by the total number of 
families enrolled in such plan for all classes of enrollment) for the 
standard benefits for community-rated plans in t,he area over the two 
year perlod (ending with such year) exceeds the average increase in X 
[!need growth rate!] over the same period, 

(b) (1) In general, the "affordable premium target" for a community rating area 
for a year is the affordable premium target for the previous year, 
increased by the target growth rate. 

(2) The affordable premium target for the first year in which premium 
affordability guarantees apply in a community rating area is the average 
of: 

(A) The weighted average annual filed premium for the preceding 
year, increased by the target growth rate for the first year in 
which premium affordability guarantees apply to the community 
rating area; , 

(B) The weighted average annual filed premium for the second 
preceding year, increased by the actual national average premium 
increase for the preceding year and the target growth rate for the 
first year in which premium affordability guarantees apply to the 
coI1Jmunity rating area; and 

(C) The weighted average annual filed premium for the third 
preceding year, increased by the actual national average premium 
increase for the preceding year, the actual national average 
premium increase for the second preceding year, and the target 
growth rate for the first year in which premium affordability 
guarantees apply to the community rating area. 

(3) The target growth rate for a community rating area for a year shall be 
adjusted by __ as follows: 

(A) The target growth rate for· a year for a community rating area 
shall be adjusted for material changes in the demographic 
characteristics of those enrolled in community rated health plans 
in the community rating area in comparison with the average 
Change in such characteristics nationwide. The adjustment must 
be neutral across community ratini areas. [Note: SeeSenate 
Labor Bill, section 6001(c)(2):] . 
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(B) 	 If the employer and individual requirements under Title X are 
triggered in a state for a year, then the target growth rate for 
each community rating area in the state shall be reduced to 
reflect the increase in coverage and the resulting decrease in 
uncompensated care, and further adjusted. to reflect any expected 
change in the demographic characteristics of those enrolled in 
community rated plans as a result of expanded coverage. 

(4) 	 (A) If the actual weighted average annual filed premium for a 
community rating area for a year (as determined by __ based 
on actual enrollment in the first month of such year) exceeds the 
affordable premium target for the community rating area for the 
year, then the affordable premium target shall be reduced, by 
one half of the excess percentage described in (B) for the year, 
for each of the. two succeeding years. 

(B) 	 The excess percentage described here is the percentage by which 
the actual weighted average annual filed premiuni for a 
community rating area for a year exceeds the affordable 
premium target for the area for the year. 

3. 	 Administration of premium affordability guarantees. 

(a) 	 Submission of information by plans to states. Each state shall provide for a 
process by which community rated health plans submit initial and final 
community rates. 

(i) 	 Each rate submitted by a community rated health plan shall be 
conditioned upon the plan's agreement to accept any premium reduction 
that may be 'imposed. , . 

(2) 	 All rates submitted must be legally binding with respect to the plan 
involved. 

(b) 	 Submission of information by states to __' If premium affordability 
guarantees apply in a community rating area in a state, the state shall submit 
by not later than September 1 of each year the following information about 
such community rating area: 

(1) 	 Information on initial community rates for community rated health 
plans. 

(2) 	 Any information requested by __ concerning: 

-4­



(A) 	 The actual distribution of families enrolled in community rated 
health plans across such plans. 

(B) 	 Limitations on capacity of community rated health plans. 

(c) 	 For each year in which premium affordability guarantees apply in a community 
rating area, the __ shall determine a weighted average annual initial 
premium for such community rating area (subject to rules regarding treatment 
of enrollment in plans that are discontinued or newly offered). 

(d) 	 Notice to certain states. 

(1) 	 By not later than October 1 prior to each year in which premium 
affordability guarantees apply in a community rating area, the __ 
shall notify the state in which the community rating area is located if 
the weighted average annual initial premium for the year exceeds the 
affordable premium target for the area for the year. 

(2) 	 If notice is provided to a state under (1), the shall notify the state 
and direct the state to notify each noncomplying plan of any premium 
reduction and of the opportunity to voluntarily reduce the initial 
community rate filed under (3)(a) in order to avoid the premium 
reduction. 

(e) 	 Voluntary reduction of initial community rates. A noncomplying plan that has 
received a notice under (d) shall have an opportunity to voluntarily reduce its 
initial community rate by the amount of the premium reduction calculated 
tinder 4. 

(1) 	 The reduction shall not affect the amount of the premium reduction for 
any other plan for the year. 

(2) 	 The final community rate for the plan is the initial community rate, less 
any voluntary reduction. 

4. 	 Plan premium reductions. Each noncomplying plan for a year is subject to a premium 
reduction under this section. 

(a) 	 Noncomplying community rating area. The term "noncomplying community 
rating area" means, for a year, a community rating area in which premium 
affordability guarantees apply and for which the weighted average annual initial 
premium exceeds the affordable premium target for the community rating area 
for the year. 
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(b) 	 Noncomplying plan. The tenn "noncomplying plan" means, for a year, a 
community rated health plan in noncomplying community rating area if the 
plan's initial community rate exceeds the affordable premium target for the 
community rating area for the year. 

(c) 	 Premium reduCtion amounts. 

(1) 	 (A) The amount of the premium reduction, for a noncOmplying plan 
offered in a noncomplying community rating area in a year, is 
the area-wide reduction percentage of the excess premium 
amount. 

(B) 	 The final community rate for a plan is equal to its initial 
community rate, less the amount of any premium reduction. 

(2) 	 Area-wide reauction percentage. 

(A) 	 The tenn "area-wide reduction percentage" means, for a 
noncomplying plan offered in a community rating area for a 
year: 

(i) 	 The amount by which the weighted average annual initial 
premium for the community rating area for the year 
exceeds the affordable premium target for the area for the 
year, divided by 

(ii) 	 The sum, for noncomplying plans offered in the 
community rating area for the year, of the plan 
proportions of excess premium amounts for the year. 

(B) 	 The "plan proportion of excess premium amount" for a 
noncomplying plan is the product. of: 

(i) 	 The excess premium amount for the plan for the year, 
and 

(ii) 	 The total enrollment of families in community rating area 
in the plan for the year, expressed as a percentage of total 
enrollment in all community-rated health plans in the 
community rating area for the year. Such amount shall 
be computed based on the same information used to 
compute the weighted average annual initial premium. 

(3) Excess premium amount. The "excess premium amount," with respect 
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to a noncomplying plan for a year, is the amount by which: 

(A) 	 The initial community rate for the. plan for the y'ear (not taking 
into account any voluntary reductions),' exceeds 

. 
(B) 	 The affordable premium target for the community rating area in 

which the plan is offered. 

5. 	 Provider payment reductions. 

(a) 	 Provider networks. 

(1) 	 Each community-rated health plan that is a network plan, as part of its 
contracts or agreements with any providers or groups of providers 
participating in its provider network, shall: . . 

(A) 	 Include a provision that provides that if the plan is a 
noncomplying plan for a year arid does not provide for a 
voluntary reduction in the amount of its premium reduction 
under 3(e), payments to the provider (or group) shall be reduced, 
by the applicable network reductit?fl .percentage for the year. 

(B) 	 No include any provision that the state determines otherwise 
varies the payments to such providers . (or group) because of, or 
in relation to, a premium reduction or otherwise is intended to 
nullify the effect of (A). . 

(2) 	 Applicable network reduction percentage~ 

(A) 	 Subject to (B), the "applicable network reduction perCentage," 
with respect to providers that are part Of the provider network of 
a noncomplying plan for a year, equals: 

, ' 

(i) 	 The amount of the premium reduction for the plan for the 
year, divided by . 

(ii) 	 The filed community rate for the plan for the year. 

(B) 	 Induced volume offset. [Note: See Senate Labor Bill, section 
6012(a)(2)(B).] 

(b) 	 Other providers. 

(1) 	 Each community-rated health plan that is anoncomplying plan in a 
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year that does not provider for a voluntary reduction in the amount of 
any premium reduction under 3( e) shall provide for a reduction in the 
amount of payments to providers (or groups of providers) that are not 
partof the plan's provider network under the applicable fee schedule 
under __ by the applicable nonnetwork ~educ.tion percentage for the 
year.: 

(2) 	 Applicable nonnetwork reduction perCentage. 

(A) 	 Subject'to (B), the "applicable nOmletwork reduction 
percentage," with respect to providers that are not part of the 
provider network of a noncomplying plan for a year, equals: 

(i) 	 The. amount of the premium reduction for the plan for the 
year, divided by 

(ii) 	 The filed community rate for the plan for the year. 

(B) 	 Induced volume offset. [Note: See Senate Labor Bill, section 
6012(b )(2)(B).] 

(c) 	 [Note: Probably need to add language like Senate Labor Bill, section 6012(c) 
and fee schedule language from section 1523 of Senate Labor Bill, and also 
ban balance billing ifpremium affotdabiljty guarantees are triggered.] 

TITLE V CHANGE 

New section: There shall be no administrative or judicial review of any determination by the 
__ respecting any matter under subtitle __ of title X. [Note: Similar to section 5232 
of Senate Labor Bill.] . 
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///' Some Members of Congress may be eligible for immediate 
/annuities with a combination of congressional' service and 

/ previous government service. However I since there are no 
/ reliable public records which identify all,qovernment service forI members of congress, the attached compilation vas prepared using

I information f~om the congressional Directory• 

.; Senators eligible for immediate annuity based on 
/ 	 congressional service 

Democrats''''' 21
/ Republicans = 26


I
! 	 senat.ors not eligible for immediate' annuity based on 


congressional service 


Democrats = 35 

Republicans 18
:;!' 

. Members who retire on an immediate annuity can retain health 
benefits coverage if they were covered byFEHB for the five years 
immediately preceding retirement or from their earliest 
opportunity. 
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S:BI!lA.TORS ELIGIBLE FOR Tl(KBD~ FEDERM, AIOWITY 
(Based OD service in the Cong:::ress) 

senator 

RqbertByrd (D-WV)* 

Claiborne Pell(D-RI)

Edward Kennedy (D-MA) 

Daniel.rnouye CD-HI)* 

Ernest Hollings (D~SC) 

Bennett Johnston CD-LA) 

John Glerin (D-OR) 

Wendell Ford (D-KY) 

Dale B~pers (D-AR)

Howard Metzenbaum CD-OB)


'Daniel.Moynihan (D-NY) 

Paul Sarbanes CD-MO)* 

James Exon (D-NE) 

Howell. Heflin (D-AL)

Carl Levin (D-MI)

David Pryor '{D':"AR)* 

George 'Mitchell (D-ME) 


, ,Frank ,Lauten},e:i:'g ( ....NJ) , 
Paul'Simon CP-Ill)*
Richarp.ShelDy,;' (D-AL) * 

'" 

Beg'i D'Di 'Dg of Present 
serrlce 

Jan...3# 1959' 

Jan. 3;1961 

Nov. 7, 1962 

Jan. 9, 1963 

Nov. 9, 1966 

NOV. 14, i972 

Dec. ,24,' 1974 

Dec. ,28, 1974 

Jan. 3.4, 1975 

Dec., 29, 1976 

Jan. 3, 1977 


, Jan. 3, 1977 
Jan. 3# 1979 
Jan. 3, 1979 
Jan. 3, 1979 
Jan. 3, 1979 
Kay 19, 1980 
Dec! ,,27.,' 1982 
Jan. 3,1985 
Jan. 6; 1987 

.D'aniel<;Akak~j;,~ (D~ltt)* ,"Apr.' 28', 1990 
. ' .,' " , • ~; t.' ",'~' :: ':" "', . 

, ,; * 	 ,Served ;in~.the, Bouse, ,of '.ij.ep_r~s~tatiyes p;revious to service 
in' :the.·Senate.:· " 
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SENATORS ELIGIBLE FOR IKMED~ FEDEBAL AHHuITY 
(Based on servieein the Congress) 

senator 	 Beqilming of 

Present serv:ice 


strom Thurmond (R-SC) 	 Nov. 7, 1956 
Mark Hatfield (R-OR) 	 .;ran. 10, 1967 
Ted stevens (R-AK) 	 Dec. 44, 1968 

-- Robert Dole (R-KS)* Jan. 3, 1969 

--Bob Packwood (R~OR) Jan. 3, 1969 


Wiliam Roth; Jr. (R-DE)*'Jan. 1, 1971 

~ Pete', Domenici (R-NH) Jan. 3, 1973 


Jesse He~s (R-NC) Jan. 3, 1973
I. John Danforth (R-MO) Dec. 27, 1976 
John Chafee (R-RI) Dec. 29, 1976 

~Orrin Hatch (R-UT)* Jan. 3, 1977 
Richard Lugar (R-IN) Jan. 3, 1977 
Malcolm wallop (R-WY) Jan. 3, 1977 
Dave Durenberger (R....MN) , Nov. 8, 1978 
Nancy Kassebaum (R-KS) Dec. 23, 1978 
Thad Cochra.n (R-MS) * Dec. '27, 1978 

~Alan Simpson (R-WY) Jan. 1, 1979 
John Warner (R-VA) Jan. 2, 1979 

·William ',Cohen. (R~ME)'" Jan. 3, 1979 
.. - Alfonse J) I Amato (R-NY) Jan. 3, 1981 

Charl~sGra~~ley (R~IA)* Jan. 3, 1981 
· Frank Murk6wski- :(R-AR)', 'Jan.;' 3,,1981 
-Ar1~n specter (R.;"PA) .Jan. 3, 1981.' 

, ' John· MCCain:(R~AZ)*Jan. 6, 1.987 
'Slade Gorton (R~WA) . Jan~ 3, 1989 
Jame's~,Je~fords '(R-VT)* Jan~ 3, 1989 
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* 	 S,eryed:,in the House of Representatives previous to service 
in the Senat~. 
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SENATORS DO ARE NOT BLIGIBLB :rOR All D!H!lDIATB A5HTJ:IrY 
(BUlt) ON SBRVICI III TO COliGRBSS) 

Sam Nunn 
Josaph Bidan 

Patrick. Leahy 

Donald Riegle 

Dennis Deconcini 

Jim Sa~ser 

Max·.saucus 


. David Boren 

Bill Bradley

Christopher Dodd 

Jeff Bingaman . 

John Kerry 

Tom Harkin 

John Rockefeller 

John Breaux 

Kent Conrad .. 
Thoma.s Daschle 
Bob Graham 

Barbara Mikulski 


.. Harry Reid 

Richard Bryan 

Bob Kerry 

Herb, Kohl" 

.Joseph "Lieberman 
Charles Robb' ' 


"Pa:ul"Wellstone 

.lia~ris :'woffo~d 


..' ~ ,Dianne'Feinstein 

. '0"' BYron Dorgan" 

Barbara Boxer 

Ben Nighthorse Campbell 


. , ,Russell Feingold 

,Harlan Mathews', 


:i." Cardl: ,Mos:eleY";'B~a'llIl 

, , ~a:t.tyMurray , 0 
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_. .' ~ :':-. .".-. 

SENATORS WHO ARE NOT ELIGIBLE FOR All n-"RIJ~ 1Ui:!m:ITY. 
(BASBD ON SERVICE IN THE CONGRESS) 

Larry Pressler 
-: Don Nicklas 
--- Phil Granun . 

Mitch McConnell 
Christopher Bond 
Conrad Burns 
Dan Coats 

-Trent LQtt 
connie Mack 

Robert smith 

Hailk Brown 

Larry Craig 


--Robart Bannett 
paul coverdell 
Lauch Faircloth 

-Judd Gregg 
Dirk Kempthorne 
Kay Bailey Hutchison . . 
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ELIGIBILITY. REQUIREMENTS FOR MEMBER ~TIES UNDER CSRS 

IMMEDIATE ANNUITIES (Must meet age and service requirement at the 
date of separation) 

. , 

AGE REQUIREMENT SERVICE REOUIREMENT 

62 5 YEARS OF CIV'ILDN SERVICE 

60 10 YEARS OF MEMBER SERVICB 

55 30 ,~ OF SERVICE 

. . . . 
INVOLtmTARY $EPARATION (EXCEPT' BXPULSION) 

50 20 YEARS OF SERVICE OR 9 CONGRESSBS ' 

ANY' AGE 25 YEARS OF SBRVI,CE 

DiSABILITY 

ANY AGE 5 YEARS OF,. SE;RvICE 

, DEFERRED AinroITIES" (AGE'REQ~'NoT: MET'UNTILAFrER. 
, SEPARATION) ,i . 

, _,', 5, YBARSCIVILIAN, SERVICB ,. ., . . . -' ~ ',', " ....- ,. , . 

" :'" ,'(, 

60 :­

50." '20, YEARS OF SERVICEINCLUDlllG 10 OR MOREI 

YEARS OF. MEMBmi SERvICB .. , :! r 
',' , -' .' .' 

'. "\ " ': ',... 1>' '. ',. ~; .. ~.'~- ....' .•'.... ~:.,::.~..... ' . '",,- . \' .... :. ~.. ; ~., '. - -' . ". - . 
MEMBERS WHO RETIRE' CN'AN"IMMEDIATB .ANNUri'Y,CAN RETAIN"HEALTH 

;, BENEFITS' 'CovERAGE\t-F:~:~'THEY.-;wRRB'-:- COvmi1ID-BY(:iiEHBFOR' 'THE"5' YEARS, ' ­
,IMMEDIATELY,'PRBCBDING,RETiREMENTOR FROMTEEIR',EARLIR$T,' , . 
, OPPORTUNITY. MBMB°E;'RS'EN'i'ITLED:'To A':DBFBRRlIDANNUITY, ONLY DO NOT 
" RETAIN HEALTH 'B~FITS COVERAGE. '. ..,' " , 
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ELIGIBILITY REQUIREMENTS PORMEMBER ANNUITIES UNDER PERS 

rMMBDXA'l'B ANNU'J:TIES (Must meet age and serv-ice. requirement on the 
date of Beparation) 

VOLll!iTAli.Y SEPAlZa!l"IOIi 

AGE REQUIREMENT SERVICE RBoUIR.1SMENT 

62 	 5 YEARS OF CIVILIAN SERVICE 

60 	 20 YEARS OF SERVICE 

MRA* 	 30 YEARS OF SERVICE 

MRA,* 	 10 YEARS OF SERVICE AND NOT ELIGIBLE 
UNDER AN'.l OTHBRl?ROVISION (MEMBER m,y 
ELECT TO DEFER THE COMMENCING DATE OP 
THE ANNOI'rl' TO LESSEN OR AVOID THE AGB 
REDUCTION FACTOR}' 

INVOL'OHTARY SEPA'RA:l":IOlIl (EXCEPT EXPULSION} 

50 20 YEARS OF SERVICE 

'~AGB '25 YEARS OF SERVICE 

, . . ~ -~ .~, 

DISABILITY· 

ANY.··.AGE . 18 MONTHS OF MEMBER SERVICE 

:; '" 
" ' "~ 

.. DEFBR.RBD .ANNuITIBS (AGE, REQUIREMENT NOT MET' UNTIL AFr'ER 

, 

SEPARATION)' . 
, 

62 ' 5~OF SERVICE 
:' ~ .,,' 

,." .'MRA', . 10 ,YBAR.S OF SERVICE 
.~.' ' ""~;~,"'~ '7 ~ ',~'.' 

.' .,\ . -' " 

.. ,,*M:tNlMUM RETIRElMBNT AGE - AGB 55 IP BORN BEFORE 1/1/48; BETWEEN 
.~55 AND' 57 .IF 'BORN AFTER 12/31/47. . 
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EFFECTS OF SENATE HEALTH REFORM BILL 
Low-INCOME VOUCHER PROGRAM 

<Il 

~ Newly Employed College Graduate..... 
~ 
~ 
'"? 

t Income: ·$7,000 (100% of Poverty) 
t 
t 

Current Coverage: None~ Newly employed in a hospitaJas a nurses' assistant 

, ~ =: -:: 

~ 
<Il Reform Coverage: Commtmity-RatedPooi..: 
<Il 

~ Annual Premium Payments: 

Premium FamilvPavment: 
.-oj 


N 

<? 

t- TODAY: . _." 
.-oj 

~ 

o 

"" 
N 
o REFORM: 
N 

~ 

«:> 
<? 

.-oj 

N 

'<1' 

-,Q) 

N ,.-I 
o "'" 

$2,220 . -$2,220· -If they purchase insurance __ 

$2,220 $0 
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[§l EFFECTS OF SENATE HEALTH REFORM BILL 
,Low-INCOME VOUCHER PROGRAM 

!i 
(/) 

Working Couple ...... 
~ 
w 
I"j Income: 
t 

1 

t 


Current Coverage: 

Q.. 
lJ::l 

li: 
"­

(/) Refo.·m Coverage: 
< 
(/) 

, . 

$14,900 (150% of Poverty) 


None~ husband is an independent construction worker 


C01mnuuity-Rated Pool 

iii . Annual Premium. Payments! 

. Premium Family Payment: 

..... 

N 
C"':) 
f- TODAY:' ,'$4;440 $4,440 If they ,purchase insurance, 
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O . ..,. 
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I§I EFFECTS OF SENATE HEALTH REFORM BILL 

CHILDREN'S VOUCHER PROGRAM 
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Working Family with Three Children 
...... 
z z 
W 
'"":I Income: 
t 

t 

t 


Cur."ent Coverage: 

~ = "­
~ 
-~ 

V) 
Reform Coverage: 

$ 

$20,000(135%) ofPoverty) 

None~ the working parent is employed by. a fast-food chain tbat does notoffer 
lllsurance 

Commwlity-RatedPool 

Annual Premium Payments: 

~ Premium _FaJitily Payment:
t'\l 
M 
t­

~ 

o TODAY: ; $5,883 . $5,883 .If they purchase in~uian'ce 
"'" 
t'\l 

t'\l 
o 

REFORM: '. $5,883 . . -$1,150 
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t§J EFFECTS OF SENATE HEALTH REFORM BILL 

. CHILDREN'S VOUCHER PROGRAM 


en 
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z' Working Family with Three Children 
..... 
z 
Z 
1J.l_ 
"":I Income: $35,000.(240% of Poverty) 
t 
t 
t 

Current Covel"age: -None; both parents work in fums that offer but do not payJor coverage. ­

A..::::: -Reform Coverage: Community-Rated Pool 
"­
~ 
en 
..: 
en . AnllUal Premium Payments: 
$ 

Premium FamilvPavment: 

. . 
..-i TODAY.: $5,883 $5,883 . If they purchase insurance 
N 
<? 

-1­

..-i 
o -REFORM:' $5,883 $4,630­
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[§l EFFECTS OF SENATE ;HEAL TH REFORM BILL 
JOB TRANSITION PROGRAM 

(,!) 
Z 

Vl 

, Mother with Two Chil~ren 
I-t 

Z 
Z 
W 
"'? Current Cov.erage:
l' 
t 
l' 

0...::r:: 
' ­
~ 
Vl 
-< 
Vl' 
::r::::r:: Reform Coverage: 

Annual Premium Payments: 
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"" 
C'..I TODAY: COBRA 
<::> 
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~ 
SCENARIO I: 

I­
t"",) 

,...j SCENARIO 2: 
C'..I 

"" SCENARIOJ:0:> 
' ­
C'..I 
,...j 

" ­

<::> 

Scenario 1: 'Mother Jost job and insurance due to finn cJosing, annualized income 

Scenario 2: 

, Scenario 3: 

of $10,000 (80% of poverty) 

Divorce from husband viith insurance; annualized income of$25,000 

(205% of poverty) 

Divorce from hu~bal1d with insurance;' annualized income of $30,000 

(245% of poverty)' 


Community-Rated Pool 

Ptenlium Family Payment: 


$4,415 $4,415 ' If they purchase a COBRA policy 


'$4,329 $0 

$4,329 ' $515 

$4,329, ' $1,200," 

00 
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OFFICE OF PUBLIC LIAISoN 

August 12, 1994 

,Memo to 	Harold Ickes 

Erskine 'Bowles 

Chris Jennings' 

Marina Weiss 

Mark Iwry 


cc: Alexis Herman, Steve Hilton 

From: Caren WilC~' 
Subject: Self~Employed/Independent Contradtors Definition in 


,Mitchell Bill 


" 	 . 
I attach a letter to Senator ~itchell from Neil Offen, P~es~dent 
of the Direct Sellers Association. The DSA has 5 million direct 
sellers, 10,000 in every Congressional District. He, is a friend 
and is doing all. he can to hold off triggering a grassroots 
campaign against the bill. Direct Sellers,. Realtors and others 
have tried to remain neutral in the health care 'debate, not 
joining, the NFIB campaign -against the bill., 

The Realtors also called ~e and indicated ihey need to trigger 
their millions of members unless they receive very prompt 
indications that this is a misdraftingsitua~ion. 

, ,I have given their proposed clarifying language, which is also 
" 

atta6hed, to Chris Jennings and to Mark Iwr~'for evaluation. 

We need a quick turri around on this. There are millions of self­
employed and they have a grassroots system in place~ All they 
have to do is trigger it. ' 

"0 -": •• ,'~ . ; .~. -.. ': 
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DIRECT SELLING A.~TlON 
1f166 k ~ NW, Sub HIIO, WashingtDn. OC lm)6..2lDI 
_ 'ZIJ'l.fl:l~'l/~. hx 2Ol/~ . 

AUgllst I 1. (994 

The Honorable George Mitchell 
United States Senate 
Washington. I?C 20515-7452 

Dear George: 

Up until this point in time, the Direct Selling Association (DSA). oUr 160 rncmber corporations 
and their over fivt! million-plus gross roots independent CQIlLnu"tor salespeople and distributors 
have bem neutral in "epd to the various health care measures before Congress. -That neutrality 
is now threatened. inadvertently we believe. by section 1012 ofyour mom meASUre, S. 23 S7 
(8/4194). We ask your immediate help to. clarifY the situation and.eliminate a problem for y~u, the 
direct £eIIing industry and perhaps lis many u 40 industriei which use indepeD4em contractors ~ 
such as out'S. 

As you know. ow member finns include ~l(,.h c.ompanies u.Avo~ Amway, Discovery Toys, 
F1ectrolux. EncyIopaedia Britannica, NuSkin, Shaklee, Tuppecwarc: (Ifl(} numerous others. We 
have over I o~OOO SAlespeople in evt:ry Congressio~ District. . 

: " '. ' 
" , ' 

Specifically. seCtion 1012 defines "em(llny~snto include self-employed individuals. Such a . ­
redefinition oftkese indiViduals is eonfrat)' to the vr:ty existem;e utuur industry and the 
livelihoods or supplemental incume!> ofour five mnHon-plus salespeople (see enclosed fact sheet). 
The good news is that in the event that an employer mandate ultimately were to he triggered. 
section 10111 would in tum not require "emrloyer"premiwn paymems ifthe employer ctT1ployed 
25 or fewer employees. Thus, as their own "employers" and "employcalt (genei'al1y as one- ­
person operations). thescindepcnrlellL CUIllractoI's would not be subject to any additional premium 
payment obligations were the employer mandate to be triggered. (Note: our salespeort1e Arp. 
already covered by health insurance throuah their own policies. through traditional employment 

_they hold, or through their fiill-time emplOyed spouse.) ­

The ua.U new'S with which we are concerned, however, is the broader implications of equaling self. 
employed independent contractors with Hemployees" ~uch "employee" status for direct sellen 
would be inconsistent with !Cection 3508 of the Internal Revenue Code whi~h tceat.:s Ulrect sellers 

.- •• - . 



The Honorable GcorSt Mitchell 
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as independent contractors by stalutt The first question that arises under S. 2351 is, "who are 
they de~lUt'Xl to be employees of ~- their own businesses or the husinesses ofthe various persons . 
to whomthey provide services as independent contractors?" For example, under one potential 
interpretation, heeause self-employed individuals are defined as "employees", anyone who 
engages the services ofmore thl.l12S independent contractors (such as aD our member firm~) 
mighl be held responsible for the insurance premiums of these self-emplo~ "employees". Such 
a result would be disastrous for the direct sellins industry, and we: trust. unintended. C.:rtainly, in 
all ofour di!;clIssions with proponents of health reform ov"r the past months. DO one has ever 
~esteci IUl intent to make direcl ~nen the "employees" of the companies whose products they 
seU. No other health care legislation considered would have had tl1is effect. 

Second, we are concerned that any statutory provision undcr the pi u~ new health care system 
that effectively equates independcnt cuntractors with employees runs the risk of significant 
IIWiinlerpretadon and unintended consequences. It could undermine the legitimate use of 
independent contracton in the marlcetplace by direct sellers and many other industries. We would 
note that S. 2~57 in the revenue provisions already rcl1ccta the ongoing d~!laions about the' 
need for an effective claSsifig,tion method fur independem: contracton,an(J.. in section 7501, 
direct:. lhat the SecretarY ofTreasury make a recommendat:ion to Con.eress by 1996 providing 
statutory standards for clUsification. Consequently, ~on 1012 is inconsistent with this 
provision ofynur bill. 

We ucli~ it vital to mediately clarify the language regarding employer obliptions and the· 
'"employment" status of self ..employed individUals. We need to ensure that those who contract· 
for the services ofindependent contractors not be considered "ernploycn"of mollC contraCtOrs 
and. thus subject to poI91'blc employer premiulu obligations. TtWl coWd be accomplished with the 
clarifying i.t.lllt31ument which isanached (together·'Nith an explanatory statement). Ofcou~ we 
would be happy to work with you on any possible amendment (,)f report languase. 

In addition to the above, there is a tumor that. in ordc:r to raise revenues, an attempt will be made 
. to impose withholding tax obligations on those utilizing independent contracton. Such an ".. 
imposition has been and will be vehemently opposed by this indust.ry and numerous others. If an 
attempt is made to institute withholding, we will be forced to oppoS(; the entire health ~u:: n;form 
proposal as a threat to in ofour salCapefSOtu' lUld wrporations' businesses and mobilize 
opposition on a gras-Hoots level. We want to remam neuttal on the measuret'before Congress, 
Please help us remain 80. It is in everyone's interest. 

l my staffAnd ollr Independent Contractor T8$k Foree from a uuien ofour largest companies are 
at your service to answer your qUeMiuns and to work with you. We need a quick response to our 
I,;om.:ems and hope to hear from you shortly. . . 

... , .. ---"--' .. _.....------.. _..-.-... __._....__.. 
\/." " ,,,. i" '''';.'';':_,.,~::~., 

, ' ....:' .,'~' -: " , . "'" - ..,-" 
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. 	 . 

There is no issue more tmronant to' direct selling than the independalL contraCtor staws of its 
salespeople. We have worked diligently with the Congress and the i>resident to ensure that any 
health refoml pas.;kagc meets the needs of the country Mthout unfairly burdening the five million 
people who sell direct or threatening their independent Status. In these cloains days of the debate. 
we appreciate your contimlM understanding ofour issue and hope thGt we (.all wurk together to 
addreis this concern.. . 

Sincerely. 

Neil H. Offen 
President 

~110:mlr 

Enclosun:s 

cc: 	 Ms. Rima Cohen 
Mr. Matt Oonnan 
Dr. Andrea King 
The. Hon. Les Samuels 
MI. William SoUee 
Mr. Mike Wessel 
Ms. Caren Wikox 

I AI< .... 



DIRECT SEl.l.INC ASSOCIATION 
16tl6K!'ilrl'Vt,NW,Suiu 11)10. Wa~_OCJ!l'W,.~j( 

.:MJ.I"lf).S7fJ) • Fax 'N:.i~ , 

Proposed ~inmi to S. 2357 Regarding
Tn'anneo.t ofSelf.Employed IndividAAb H "Elllpluyp( " ' 

Amend paragraph (2) (c) (i) of 6ecti0l11012 (Definitions ' 
I 

RdatiDa to Empl~ment and (nctlme) of S. 2357 to reac. 3.S follows: 

"(e) EMPLOYEES.­

, ;'(i) TREATMENT ()F St;Lf-EMPLOYED. - .' 

''ffi IN GENERAL. -:Theterm 'emJ'll~' includes a self-employed 
indiviclua1 WM ~ha" be e.onsit.tered to be M am'Qlc&cr ofbimscIfor 
~ 

"an EXCLUSION V£tIEkE NO arHfJR EMPLOYEES. '­
CIaua msbaJl not apply in the c3se ora seIf'=employec1 
,individual !i'to does not emplOy other peggaI a.~ emp.1pvees_ 
(within the mcanjp'l orpammph (I) (9)," ' , 

: I 

1_ 

-,,,,,------,,,,,_._" ---'-'-'---''''''''-''''- .".;-.:..........-~-'--:--'-.'--..-.--'-~--"'--:.." ........-".,-":-,... -.""-,-,,-,," "". ' 
. ..,: ;:' ""; ...:','. . "-' ""; .~. ,";.~. 

I 
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DIRECT SELLING ASSOCL\TION 
1666 K ~ NW. Iluitot 1011), W..w~ DC 2Wl6-~ 

'M.1m.57f1J· Filx 2fll/~ 

Explanation ofProposcd Amt.Ddmcul &0. S, 2337lteganting 

Trce.tmalt of Self-Employed IndMdoai as ~'Emplovee" 


The proposed anumdment makes two changes to sectinn 1012 (2) (e) (i) of S. 2357. Under section 
1012 (2) (e) (i) as introduced. for purposes of the Act, ''Thatecm 'cmpl~' incluUa:i a sl:lf· 
employed individual." 

. The first crumgc uockI I.IJt; p~sCd a.mendment would clarify that a se1f~ployed individual 
.• wuuld be considered to be an employee ofhis or her own trade Or business (rather than heing 

.deemed an employee ofsome other trade or business such M that Ofa per$Ol\ for whom the s~lf 
employed individual per:furms ~ &.II an i.ndependeot eoDtn.ctor. This proposed elarifi~tiuu 
reflect! what is understood to be the origiMl intent of~ pnmsioD. 

The second .chaaSC UDder 1he pruposed amerulmentwould aclude &om the proposed rule treating 
licl£·\~llIpluyed iIldividuals as employees a self-employed individual who has DO other employec.c;. It. 
is understood tha1t11e purpose ofsection 1012 (2 (c) (i) as iDtrodnoed. ilto·addms the situation 
where a self..empiayed person operms a busineb that has other employees·aDd that the provisiOn 
is in~ to opetIle in a manner similar to 1.R.C..§401(0) in the pcasion &rc:awbidt tn:aIStDe 
self-employed owncr-proprictot as ~ anpl~ fbr purposes ofeligibility under the employee 
benefit plan and \'at iuus m.nnory requirements ofcmaparable treatment ofemployees, . 

SInce these pu~ at \\hich section )012 (2) te) (i) is uftderstood to be directed in ~g II. self- . 
unployed individual as an employee 'IMlnld,be inapplicablo in the situatiori where the Klr~Ulpl\J)'~ 
indiVidual bas DO other ernployetS. the propO$ed IUDCftdmoot ~u&h=;' 5uch self-employed 

. individual from the "employee" clwaQcriuuiou provision in S. 23H~ 

"., t: ~,~, . : ,.' ,'" 

.­
.. ' .~.,,: ;," 



1994 DIRECf SELLING INDUSTRY·WlDE GROWTH" QU11..00K 
SURVEY 

Total 1"' U.S.lUttiI Sales 

Percent of Salel by Major hodud Group. 
Penansl eare prochJ.cts (~. jcwclly, :r.&m tlIIR. vitamiU. CIe.) 
Home/family care products (clllBlLill8 prodUCtS, c;cokware., (utley, etc.) 
LointcIc:duc:atioDal 9roc1uas rboob. cru:yclopediu, ~p!IICI. dI:.) 
Scnil:eslmiJcelllllC:o\lslomer 

LOCDSOfS.. 

(reported, as apeIIi:I:IIt ofsales dcUm) 


Intbeheme 
fft.~ 
Owr tho phoao 
Atapublic~ 
Odler. 'ocatioas 
*S_ ~"/4tr.. uhibltton. .rbopJMg IffIJll. rltlllW# pDri:..1.'I'Cfth --. '*-

SIIlaAppl'OAdl 

(method 'IIS/!iIl til ~ l1l1I.. nponai:l U I pcn;axt of liiS1cIa daJlIrI) 


.. 1D4i~~ selliog 

PII\y pladgroup i3lcs 

CUlitamef plaetna order dm:ctiy with fum 


TotIl1993 U.s. Salespeople 

f)emncrap18s ofSalespcople 

[ndepen_ ~rlilEniployeeS 


F'~ 


Pan..umdFuU-time (30+ hours per week) 

.$14.98 BiDioD 

S7.l% 
35.2% 
fi2% 
1.S% 

69.1% 
19.7% 

lo9% . 
lJ% . 

.4% 

74.0010 
24.3% . 

l.70.4 

5.7 MWioD 

99.0o/cr' U)O/, 
·81.70/"'1.3% 

. 1'7.1!l2.2% 

DOU;CT S[U.JNC; ASSOCIATION 1666 KSUt:Ct. NW, Suite 1010. Washington DC 10006-2808 202/29~~760 Fn: 2nY46J.4569 
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DRAFt (7/20/94#1.) 

PU:gpOSE: Attached is a proposal to ensure that the goal of universal coverage is met 
in the event that Congress fails. to act on Commission recommendations under the 
process set forth in the Senate Fmance Committee. bill. ,The pruposal would require the 

. states to achieve llIl:iversal coverage and would give thein fleXlbilityand :resourcesto do 
,so. . . . . , 	 . ' , 

CONTEXT:' The Finance Committee bill sets up ~ national commission that would 
report to COngress every two years on the status of the uninsured and suggest ways to 
eXpand coverage. 

. If less than 95% of the U.S. populatton is insured 'in 2002. the Commission would s~lld 
recommendations to 'Congress on how those parts of the :eountry that have not achieved'. 
95% coverage could do so. These recOmmendations would be considered by Congress 
under fast-track procedures that would allow for r~]evant amenchrients but which wou1d 
ultimately require that Congress take a vote.. The· following proposal would apply only if, 
at'the end of fast-track procedures, C6~gress failed to pa~s 1egislation to reach' universal 
coverage. 

s:lJMl\fABY OF PROPOSAL: This proposaJ~ocld set up a defau1t proCess,tntheevem, ' 
that. Coqgress ,fails to approve legislation (based on 'Comnllssion recommendations) in thl? 
year 2002. ,States With less than 95% coverage would be reqilired to submii B,plan ~o the 

, Department of Health and Human Services' that would demonstrate progress 'towa.rci' . 
universal cove:rage.. ' . 

The proposal was wii~enwith the following gtrlding principles in>mind: ,(1) states $hould 
'hegiv:ei,1 a 'resSonable:amount of flexibilityil1idrcsources so thai they can act t? expand 
co.verageW:ithin,t~eirborders,(2) states shomo not be presented with an unfUnded, 
federalm;tndate. (3)·the'federal'government should not promise the states more,' 
resOljrcesthancanreali$t1cally b~ provide9, and (4) any'new commitment of feder~I , 
resources must be ,fully financed..'" , ", . 

. The proposalwoulq establish: 

o 	 " . 1995',TO'2001: inCentives'and flexibHity for ~tates toertcourage and enable states . 
'to act aggres~ively to Tesch9S% coverage; , . 
- . .. 	 . 

o BEGINNING IN 2002: additional autboritie..~ that states can use to' reach,95% 
, coverage (should Congressfailtb enact legislationbas~dortCommisslon 
reCommendations);:~d ' . 
,~ 	 ".' . 

o CONSEQUENCES ,OF STATE INACTION ..\Fr.n·1.00l: liniit~dfederar 
< ", ,0 • ' 	 ' • ~.' " + • _ ',' -', ~ '- • \ ' • _.', 

int~rventions instates thatfail ,to make .subsL{ifitialprotI:,ess witbin,a r~asbnable 
perio<f of tim~ after the year 2002(ifCon~~sshas'ra~edto act). . 
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Add neW'section II (E) to Senate Finance Committee mark= 
I 	 . . 

.Eo DEFAULT STRATEGY FOR ASSURING UNIVERSALCOVERt\GE 

, In the ~vent that'Congress fans.to act au th~ recommendations of the Commission ~s 
described in section II (D)~ any state, in which fewer than 95% of residents are insured 
q.ustsubmit a plan of action toth~ Secretary of He31th: and HumanSerVices for 
~chieving 95% coverage by a date .certain. Flexibility will be permitted for'states that 
have, eXtremely high rateS of uninsured. .. , . 

. , 	 . 

Such plans shalladdress allrelevnnt parties, including State and local· governments, 
~mployers, e(I1ployees, unemployed and low income individuals, beneficiaries of public, 
programs, etc. 
,I 

~99S TO 2002= The following proviSions are designed to ,give states the resources and 
flexibility they need In order to reach thegoru of u.qive~~ coverrige before' the year 2002: 

o 	 "'Allow limited flexibility under ERISA: Qnder ~ ~ver process,. st~tes wili,be given
i 	 . limited autbonty to imposereq~irements on ERISA ,plans, if they'~n demoristmte 

that these requirements would signifiCantly 'increase coverage. Specificaijy, states 
'could apply.fqr.Ft?nlrlssion to subject, BRISAplans,lo:broad-based, premium taxe.<; 
.(up, to a capped amount of 1% or2%) that are' Used to exPand coverage. . ' 

d . 'Provide funding for state outreach efforts to Iow'-~ncome and .other,'populations at ' 
,.(, ' 	 risk' of remairiing uninsured. ' (Funds are' intendeq for administrative and technical,' 

support.) " " ' , 

n,' ", 	Allo~st.atestoinlpose additional "risk adjustments" among health plans based on 
factors adler than . health status (such as geography) that 'ar~ designed to ,,' 
encouraee health plans to cover populations that are. at risk of remaining 
uriinsured. ' " 

0: . 	Provide funding and, additionaff1exibility to 'states to encoLirage the development 
I 'of provider networks, in'rur~ahd' ur~anunderserved areaS;, '(Funds are intended' 

for adniiriistrative and technical s'upport.) , ' 

Pro~de funding for state planning abd' reporting ~equiiements.
I' , 	 ..., , ' • 

, . . , 
, l 
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, ' ,BEGINNING IN 1002: Those states that are required to submit a.edon plans to the, ' 
. : Secretary of Health and Human Services for approval that may inc)udeapplication for 
•the {allowing additional' a utl'iorlties.:' 	 , 

Adjustments to low-income subsidy:structure. This could be clone: (l)in a 
revenue neutral way that allows states to create: different eligibility rules for low~ 

I 
, I 

! 	
income subsidies, ot(Z):m a manner, that allows states to receive,a.s a,hloc.k&TJ'ant, 
additional, ilntapped subsidies for eligible state residents who remain uninsured. 
(It may be' necessary to cast option #2 as a capp~d amount for the states to, 
address concerns .about potential costs. A ~ough estimate of the cost of allo'Wlng 
states to tap every potential doUarof subsidies would probably be in the range of 
$100-$200 'QiJIion in a'dditional costs over five years.)' ' 

'0 	 ,Additional flexibility regarding state reg'lllationof ERTSA plans under an 
I 	

HHStDOL waiver proces~..Options fors~ates include: (I) allowing state-level, 
employer mandates, (2) permitting states, to imposean·payer rate systems that 
include ER.ISA plans,,6r (3). easing restrictions' on states' ability to establish single- ' 
.p~yel' syste:ms~ '(Some provisions t9 address the:conc~rils of large, multi-state 
employers must be considered.) , ' ' 

o " , Adjust threshold for self-insurine And participation in community-rated pools. 
, I 

Structure of purchasing cooperatives:. state~would be givell flexibility'to 
restructure purchasing cooperatives (forexample,.tstablish 'coops as state-based' 

, and/or mahdatoryentities) and 1imitor increase :the number of coops, in an' area. 
. '.:'. 	 ' 

1 . , , ,. 	 . ' :",;' - . . ' 

CONSEQUENCES ,OF STATE INACTION AFTER 1002~':The commission would' 
Contin~e to repc)rt bielmwly on the statUs 'of health insprancc.coverc1ge. Failure of states 
~oplanfor or demonStrate substantial andreasonabI~ progr~ss toward 95% coverage (or 
to ,maintain that level of Coverage) would result in one, or more of the following limited 
sanctions, under rules established by ~S:. . ,,' ,:"", , : " 

o ,Loss of federal payments for·ccists ofoutreach programs to populations at risk of 
! 

remaining unirisure.<i.Outreac~ functiollswouldtllf!~.be,assumed by HHS., ' 

I 

o 	 Loss of state, flexibility to ,establish sp.ecial risk adjustments among health plans 
'designed to encourage CQverageofpoPlllations frat remain uninsured. This 
function would then be assumed byHHS. .' ' 
'.. 	 . - ...,.. . 

o Loss :of fUnds a~d~tate tle~"bilitY to 'es~bliShspciCi~l,provisions ,for 'the ',' 
, 	 deyelopment of provider netWo,rks in rur8I 'and urb,an undeisezved areas.,' This 

function wou1d then be assumc:cJ by Hf:{S. . " ' . , .' 

,0 " .Possib1eass~mption ofa.ddition~l, authorllies' by HHS.. 

I, 


