/ ~ MEMORANDUM
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N LT Novémber 6, 1995
TO: | Laura Tyson aﬁd{ Carol Rasco / o L

FR: "Chris Jennings -, ‘ ,
RE: Major Health Care Issues for Whlch We Seek Your Gmdancc i

_cc:  Gene Spe_’_rling; Jennifer Klein, and Néncy¥Ann Min

The followmg is a qu1ck summary of maJor hcalth ISSUCS that are likely to be ralsed
during any negotiation with the Congress over a comprom1sc balanced budget initiative. This
list is far from all-inclusive and is not listed in any partxcular order, but we bchevc it outlmcs

those issues ‘that are ‘most likely to elicit sxgmflcant attention. : : :

" We provide this information-in an attcmpt to fac111tate dxscusmon on hlgh proflle
health issues and to help us determine how best we should position ourselves on them: We
hope it is helpful in preparing you for tomorrows meetmg at 1:00 pm. Plcase call me at.

6-5560 w1th any questlons : : ‘




Medicare

Malor Health Care Issues For Whlch We Seek Consx(ieration/Gmdance

o Medicare baseline

e  Total Medicare cuts

° Allocation/Ratio of Medicgre beneﬁéiéry/provider--spéciﬁc cuts

. ‘Medicare pfog;‘am ’.budg’et.caps and“ fa\ilsa‘fse mechanisnis | |

e  Trust fund tf#nséfers | |

. 'Bvalance billing

o Exfension of state and local HI téx to all state and; lécal gove'rnment‘workeryis‘
lSegmentation of the I\r‘I.e'dicére/ in;x;ra;ncé-{;ébl - ’MS.ASV aﬁa ‘As_soci#tioé"liiahs

. Provider Service Networks - o

. l Geographical vanatlon in Mecincare renﬁbursement to HMOS 7

° Repeal of clinical laboratory quahty regulatlons (CLIA) and the provnsnon of a
more lenient fraud and abuse provisions - .

. - President's Medica;'e expansionsllﬁprovqrﬁents

Medicaid

o Medicaid baSeling

° 'I‘ofal ,Medic‘z‘i'id Cutsf o

. The entitlement and guarantee of coverage

° The beneﬁt package'

et



Y,

Y

o State ﬂex;blhty
‘ (1)  Repealing/restructuring the Boren amendment o
(2)  Repealing the requirement that States contract out wnth public hospltals.
and relmburse commumty health centers/rural health clmlcs at cost :
.o The inevitable Medlca;d formula fight;' o]

° Waiver states , ' B ﬁt
e  Nursing home standards and spéusal imeVerishiment “

@  Qualified Medicare 'beneﬁci‘ary program N

' Aboyrytion

o Vaccines program
.. . Presndent 3 Medlcald reforms

Other Outstanding Health Issues

° President's health care reform initiafive‘
. Medical malpractice
e . Anti-trust provisions ’




DRAFT

Malor Health Care Issues For Which We Seek Lonsnderatloanuldance

Medicare - | - ‘ R | s

Medicare baseline. Although any list of savmgs proposals is likely- to score almost

' the same on both CBO and OMB baselines, the CBO baseline projects about $70

billion more in spending over 7 years. Since it is obv1ously much more difficult to .
balance the budget off the CBO baselmc how ‘hard do- we push for the OMB baselme‘?

Total Medicare cuts. Regardless of the bascllnc is thcre a number- that we w1ll
oppose gomg over? :

Allocatmn!Ratlo of Medncare benef’ cxary{prowder—-specxf‘ ¢ cuts. Are there specific

Medicare cut ratios that we should aim for? Are there some beneficiary cuts we
will/won't consider (e.g., income related premiums, increases in Part B premium -
above 25% of total expendltures, Part B deductible, etc.)? Are we concerned about

particular providers over others (hospltals academlc health centers, home health care, -

etc. )"

* Medicare program budget caps. What is our position? If we do not absolutoly

|

oppose (and/or are forced there) are there altcmatlvcs worth considering if we need to .
move in this area (e.g. budget alternatwcs that guaraptcc savings such as failsafe -

mechanisms, caps only if linked to pnvatc sector growth ~= or some, -other —- rates)?

——  "Failsafe mechanisms. Do we adamantly opposc failsafc mcchamsms or do
- we consider using them as a device IF CBO baselme scoring is used? (We
might do this as a means of maintaining that- ]our baseline is correct ——

suggesting that the cuts off the CBO basclmc will not be ncccssary)

o Trust Fund transfers Do we oppose transfcrnng Part A cxpendlturcs (like some.

home health care payments) into the Part B program in order to enable us to achieve a
later Part A Trust Fund exhaustion date and/or to reduce traditional cuts from Part A?
Do we oppose transferring gcneral revenue savmgs ‘from’ thc Part B program into the
Part A HI Trust Fund? " : .

Balance billing. Do we insist on balance billing protections be applied to all health -
plans? :

Extenslon‘of state and local Medicare HI tax to all state and local govemmenvt
workers. Although this could create pOllthal problems for us if we ended up ,
supporting, this financing proposal was included in thc HSA and has policy rationale.

. Outside the context of broader reform, what is our posxtlon at this time?
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Medicaid ; S

Risk of Segmentation of the Medicare insurance pobl ~— MSAs, Fee—for—Service

_plans, and Association plans. Since we.oppose the widespread and untested use of
. MSAs, pamcularly for the Medicare population, how do we position ourselves. on this

defining, philosophical concept with Republicans? I;)o we adamantly oppose and/or do
we actively push for compromises — like other klu;lnt\ed uses, such as demonstrations?
Provider Service Networks. We believe these can !only work with adequate stémdér_ds
in place; if we don't get them, can we go to thc maﬂ on thls issue? :

Geographlcal variation in Medlcare relmbursemePt to HMOs The Hill is shlftmg
HMO reimbursement from the urban plans to rural communities trying to set up

managed care plans. One consequence of going too| quickly here may be for
beneficiaries in urban areas (like L.A.) to start losmg benefits. Should we let the now
gcncrally rural- blased Congressmnal proccss take thc lead, -or do we mterccdc atall? v

Repeal of clinical laboratory quality regulatlons (CLIA) for physnaan office labs
and the provision of more lenient anti-kickback and self-referral fraud and
abuse provisions. Under normal reconciliation c1rcumstanccs the Executive Branch
would do little else other than to give a general sense of direction on these types of
issues. However, the CLIA and fraud and abuse issues are high profﬂe provisions.

Do we adamantly’ oppose and insist on reinstatcment with some mmor changcs? Or, is
this left to the Dems in Congrcss to push? - ’

President's Medicare expansnonshmprovements How hard do we push for the -

President's restructurlng, mammography, respite care, and long—term care ideas?

;
o

Medicaid baseline. The CBO baseline projects about $64 billion more in Medicaid
spending over 7 years than does OMB. Achieving savings through a per caplta cap is

actually easier off of the CBO baselinc. What baselme do we push’? S o

Total Medicaid cuts. Understanding that too large|a Medicaid cut number leads
almost inevitably to a block grant, is there a number that we will not'go over?

The entitlement -and guarantee of coverage. Our base supporters believe that the
Medicaid entitlement debate is a defining issue for the Administration. Do we draw
the line against the Republican block grant approaclzl? If so, when and how do we
draw 1t? Do we preserve guarantee for all current covered populations or do we leave
room open for protecting only certain populations? Do we preserve a real, defined
benefit? Do we preserve individual's right of action to ensure they receive benefits?
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The beneﬁt package If we maintain the guarantee that all (or some) populatlons are
covered, do we guarantee that they keep what they have in terms of mandated
benefits? Are we open to negotiating with the states in downsizing the benefit? If so,
is there anything off the table? The states would ll‘kc to (1) rid themselves of what
they believe to be the overly burdensome EPSDT z%nd QMB requirements, (2),be
permitted to limit their Medicaid package to the state's minimum private insurance
package, and (3) to be able to define their own Medicaid package, as long as they ,
have a public hearings on its development. Are we open to this line of negotiation?-

State flexibility. If the block grant approach does |not prevail, program admmlstratlon
flexibility for the states will be* a, if not the, primary Medicaid issue. We have a .
number of flexibility provisions in our Medicaid rcform package that should be well

received by the Governors. However, beyond the bcncflt ﬂcx1b1hty issue raised above,

there are other controversial issues, including:

Q - Repealing/restructuring the‘Boren amend‘ment which requires states to -
provxdc for fair and reasonable relmburscment to health care providers. This
provision was designed to serve as a proxy for quality and Governors hate it.’

Providers, including some of our supporters, think it is the- only way to ensure ..

appropriate reimbursement and acceptablc quality.” A compromise might be
impossible. , .

(2)  Repealing the requirement that States contract out with public hospitals
» and reimburse community health centers/rural health clinics at cost. The
question is not whether this provision will b]c repealed — it will be; the
question is whether we support any set aside for these health care providers?

The mev;table Medicaid formula fi ght Do we care about how and to whom the .

 dollars are allocated? Or, are we simply shoppmg for a. majorlty of votes m both

Housc of Congress? -

DSH Cuts/Payments. How much savings should come from DSH? -~ and from
whom? The administration's starting point is a flat33% reduction. Should more
come from high DSH states? Given funds be targeted to high DSH facilities?

Waiver states. Do we give any special assistance to states that have received waivers?

Nursing home standards and Spousél impoverishment. The conferees will likely ..

come out with something in these two areas that aré stlll problematlc The question is
- how much can/should wc push" | :

| Qualified Medicare beneficiary progfam Low ixgcomc elderly protections for

copayments and deductibles have alrecady been drop'ped The conferees will produce a
requirement on the states to pay premiums for low income bcnef1c1arlcs that will be

“ equivalent to 44 percent of what they would pay under current law by the year 2002.

The question is —— knowing how much the Govcm@rs hate this mandatc —— how hard
de we push on this issue?

[FS I




* Other Outstanding Health Issues

of the Byrd rule. Do we take a posmon"

- capita cap, DSH cuts, and ﬂex1b111ty prov1810ns‘?

PRAFT

- Abortlon. The chubhcans permanently codify the Hyde prowsmn whlch prohlblts

the use of Federal funds for- abortion except in the case of rape, incest and when the
mother's' life is in danger. This provision was struck in the Senate due to its v101at10n

Vaccines program Although the Repubhcans dolhave a requirement that states cover o

~ vaccines for the Medicaid population, it repeals the Vaccines for Children program
-(and its expanded coverage and purchasing vehlcle) How far are we willing to defend -

this program? Are we w1lhng to make compmmlscs and 1f S0, what are they"

Presndent s Medicaid reforms How far can we go to ms1st on the Prcmdent‘s per

President's health care reform initiative. The Administration may want to consider
pushing some of the President's reforms very hard as a prid pro quo for agreeing to a .

- very tough balanced budget initiative. Issues in addition to those outlined above in the

Medicare and Medicaid section to.consider mcludei Insurance reforms, voluntary.
purchasing cooperatives, insurance portability enhancements like financial assistance

' for the temporary uncmployed administrative s:mphﬁcanon, enhancement of the self-

employed tax credit, etc. Percelved victories on thls front. could help round out a very

successful first term for the President. Altematlvely, if it is necessary to make
" . Medicare or Medicaid concessions to achieve this relatlvely modest health care

victory, it would likely not be worth the. price.

.~ Medical malpractice. ‘The ‘chﬁbl‘ig:éns are proceeding on a very strong medical

malpractice provision, which includes caps on non—economic awards. We will be
pushed by many interest groups to oppose these caps quite vehemently. (Although
they may be dropped as a consequence of runmng afoul of thc Byrd budgct
amcndment) S

Anti-Trust provnsmns. Thc Oongressmnal Ma]onty has anti-trust prov1sxons that are
strongly opposed by the FT'C, the Justice Department and the Council of Economic

Advisors. Do we take a strong position as well, assummg these provisions make it to
the Prcmdents desk?




