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HEALtH JULIE KOSTERLIn 

. . . 

THE sO.UNDs OF TWO SENATORS WAFFLING 


warts in the cause of universal cover­ Sen.RobertKeney,D-Neb. SetLBobPackwood, R..ore.a long time in the history of the 

G
iven :he heavy P.olitica~ lifting' 

required 'to get un!versal 
health care coverage through 

Congress and the countervailing G- . 
forces of interest groups,. ideology 
and reelection campaigns, it's not 
surprising that some knees have 
buckled, bringing what once were 
firmly held principles crashing un­
ceremoniously to the floor. 

Consider Sens. Bob Packwood, R- , 
are" and Robert Kerrey; D-Neb., 
two political moderates whose votes 
for, health care reform the Clinton 
Administration and Senate' leader's 
had originally banked on. Once stal­

age, the two have recently found the 
political weight so unsupportable that they've spun 180 degrees 
in their rush to set the barbells down. 

Packwood, the ranking Republican on the Finance Commit­
tee, publicly supported employer mandates for 20 years-up 
through his hard-fought 1992 reelection campaign-before he 
abandoned support for anY'kind of mandate this summer on the 
'eve of the committee's vote. He subsequently teamed up to co­
author a halfway reform package with Senate Minority Leader 
Robert Dole, R-Kan" who'd just abandoned his own suppo'rt for 
a mandate on individuals to buy insurance. 

Kerrey, who campaigned for the Democratic presidential 
nomination in 1992 ona platform of taxpayer-financed national 
insurance, replete with government-set health spending limits, 
abandqned it by degrees this summer before he announced in 
early August that he'd oppose even the heavily diluted employer 
mandate provision pitched by his party's leadership. 

Packwood, after offering a long and tortured explanation of 
his reversal on the opening day of the Finance Committee's 
deliberations on June 29, has assumed a prominent role in the 
campaign against a Democratic alternative' that looks almost 
exactly like his own earlier policy prescription. Without batting 
an eye, Packwood recently told PBS's Robert MacNeil that "1 
started out supporting" employer mandates, but ":when 1 heard 
the facts, I changed my mind." 

Kerrey, who already had a penchant for agonizing aloud, not 
only announced his opposition to the health plan of Senate 
Majority Leader George J. Mitchell, D-Maine. in a 'speech on 
the Senate floor, but also took the extra step of holding a Wash­
ington press conference on the matter. 

Both reversals court voter cynicism, Afte'r aiL Packwood's 
embrace of universal coverage through employer mandates dur­
ing his reelection campaign helped to undercut support for his 
Democratic challenger, former Rep. Les AuCoin, who advocat­
ed a single-payer system. Packwood also argued that newas bet­
ter placed than AuCoin-by virtue of his seniority, his ranking 
position on the Finance Committee and his moderate posi­
tion-to be a serious player on health care reform. 

But earlier this year, as Dole began backing off his support for 
universal coverage through an individual mandate, Packwood 
began softening his stance. Still, even as late as mid-June. Pack-

Troy K Sduleider provided research assistance for {his repon. 

wood supported the idea of fallback 
individual mandates in a meeting 
with President Clinton al the White 
House. Then, on the opening day of 
the Finance Committee's delibera­

~ tions, Packwood officially renounced 
.( his support for universal coverage 
~ and mandates of any sort. 
~ Rather than slink silently into his 

chai~, Packwood felt compelled to 
~ give a le'ngthy ,and convoluted expla­
:$ nation of his reversal. Paraphrasing a 
~ retired colleague, Packwood said: 

\:E "Anything that the public really 
r ~ wants badly we will get. It may take 
l. . IWo or three Congresses .. That is not 

'Republic." Packwood first intro­
duced health care legislation with employer mandates in the 
93rd Congress. 

Packwood's explanation doesn't seem to .have stanched the 
snickering onCapitol Hill or back ~ome, where it's taken for 
granted that his interest had shifted from extending' Americans' 
health care coverage to securing his own political Cover in the 
wake of the sexual harassment charges pending against him in 
the Senate Ethics Committee. Faced with ebbing institutional 
clout and possible disciplinary action, Packwood couldn'lvery 
well refuse Dole's invitation to play Follow-the-Minority-Leader. 

Kerrey's support for universal coverage may have, been much 
more short-lived than Packwood's, but it was far more public. 
Gearing up for' his 1992 presidential bid, Kerrey beat most of his 
Democratic rivals to the punch by picking universal health cov­
erage as his cause celebre and by coming up with by far the most 
detailed blueprint of the group. Indeed, it was Kerrey'scontin­
ued haranguing on the topic' that forced front-runner Clinton to 
flesh out his promise of universal coverage, " 

In an article for The American Prospect in the summer of 1991 
titled "Why America Will Adopt Comprehensive Health Care 
Reform," Kerrey argued against just the sort of incremental 
health care reforms he's been lobbying fot sincf; this spring, when 
he teamed up with a bipartisan group of Senate centrists. Kerrey. 
then: "Only a single-payer system eliminates a multi-tier 
approach to health care that inevitably underfunds the bottom 
tier and creates inefficiencies throughout." Kerrey now: "Gov­
ernment intervention to expand coverage is risky... , We should 
be very cautious to presume that government can get the job 
done." Kerrey then: "The only reliable and efficient way to con­
trol health care costs is to do S'o directly by~etting over-all expen­
diture, limits." Kerrey now: "We should use the forces of the 
market to control costs instead of the dictates of government." 

Kerrey, of course, is running for reelection in a I)eavily sm~ll­
business stale thai is also home to some major health insurance 
companies, including Mutual of Omaha Insurance Co. And he's 
racked up at least $180,000 in campaign contributions from insur­
ance, pharmaceutical, hospital and other, health care interests.' 

Like Pack "Wood, he seems to have calculated that a public 
about-face is the lesser of the political risks he faces. And like 
Packwood, he appears to hope that by taking his case to thevot­
ers, he can persuade them that he has rethought the national 
interest-and not merely redefined his political self-interest. • 

----------'------.,..------------'",-----------,--- ­
NATIONAL JOURNAL 8/13/94 1945 
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FROM SENATOR KERREY TO 9456624i POO3/012 

Health Care Trust Fund Proposal 

vefaua 


the Deficit Reduction Trust Fund 


The health care trust fund targets the most quickly growing element 
of the federal budget, health expenditures. Approximately seventy 
percent of the year-to-year increase in the federal budget is driven 
by health spending. A defic'it reduction trust fund would be general 
in nature. 

The trust fund would place these program costs on a pay as you go 
basis, thus creating pressure for cost control. As projected costs 
outpace earmarked revenues. Congress would need to cut 
expenditures, raise taxes, or both to balance the fund. Under the 
revenue mix identified in the proposal, this effect would be felt in . 
FY 1994 with a $10 billion shortfall. A deficit reduction trust fund 

\ 

would not force these types of budget decisions·. 

The trust fund creates a permanent appropriation from general 
revenues which will be triggered if the fund does not balance. This 
permanent appropriation will impact other discretionary spending, 
thereby forcing Congress to choose, through budget reconcilliation, 
whether to cut other spending, raise other taxes, or balance the fund. 
Congress will not be able to avoid making a difficult policy decision 
on budget priorities. Because the deficit reduction fund proposal 
does not include this type of budget trigger, it would not force' 
Cong ress to make these choices. 

The trust fund provides an avenue for reconsidering how the United 
States funds its health care spending. Congress can alter the mix of 
revenues flowing into the fund to relieve emp.loyers from the burden 
of the current' payroll tax and remove employment disincentives, 
increase the share of health care funded by "sin" taxes; or improve 
the progressivity of revenues dedicated to health: 

The trust fund· should be ari inte»gral component of comprehensive 
health reform. It will bring much needed fiscal clarity and fiscal 
discipline to federal health spending. However, . it is not the sale 
solution to Americats health' care crisis. 
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Concerns About the Trust Fund (expressed by Senator Kennedy) 

o 	 The trust fund might allow Congress to avoid hard decisions about 
cost-containment and expanded access to health care. 

o 	 Pooling discretionary and mandatory programs in the same fund will 
allow mandatory' programs to "swallow up" other programs. 

o 	 Health programs should compete against all other budget priorities, 
not just against each other. 

o 	 Seniors may be concerned about merging the HI andSMI trust funds 
into a larger pool. 

Response, 

The trust fund proposal neither Shields Congress from difficult budget 
decisions nor sacrifices, health, programs _. either discretionary or 
mandatory .- through the guise of a global budget. Ra'ther, it creates a 
mechanism which forces Congress to make deliberate choices about its 
budget priorities, inside and outside the trust fund, and commit- to fully 
funding the most quickly growing portion of t~e federal budget. 

The proposal groups all federal health expenditures into a single fund and 
mandates that these expenses be covered on a pay as you go basis from 
earmarked revenues. Congress can choose to expand federal health 
programs, but then it must also raise taxes to cover increased 
expenditures. The trust fund would include a permanent appropriation 
from general revenues which will be, triggered' if the fund does not 
balance. This permanent appropriation will impact other discretionary 
spending, thereby forcing Congress to choose between balancing· spending 
and revenues within the trust fund and cutting spending or raising taxe~ in 
the overall budget. ' The competition between health programs and other 
programs will be. explicit. ., 

The trust fund would ensure ~hat h'eaith care expenditures are ,debated, as 
they should be, in the context of the full federal budget. . The year-ta-year 
increase in the federal budget is largely driven by health care spending; 
by making. a commitment to fully funding these expenditures, we will be 
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,attacking the budget deficit .i!l.d. making fully-informed policy choices. ' 

Health care antitl.amant programs ara expanding more rapidly than other 
health care spending, or any other federal spending programs. 
Discretionary health spending on important public health priorities, such 
as the National rnstitutss of Health, are vulnerable today to continued 
escalation in entitlement spending. The trust fund will also pressure 
Congress to find effective cost-containment mechanisms to rein in the 
health entitlement programs," such as expanded use of managed care and 
tighter limits on provider payments while also continuing, to fund 
important programs like the NIH. The discretionary' health programs 
should be budget priorities. but Congress also needs to pay for them. 

While senior citizens may be concerned about merging Medicare funds into 
a unitary health care trust fund, they will be primary beneficiaries of the 
unified fund. The trust fund does not diminish the federal 'government's 
commitment to the integrity of the Medicare program. In fact. I believe 
that the elderly will be .better served by being part .of- the overall health 
care budget •• their care will be "financed as an integrated piece of health 
spending. ' 

Finally, the health care trust fund proposal is not a complete solution to 
America's health care cri.sis. It would be an importa~tfirst step to bring 
needed fiscal discipline to health spending, and it would pave the way for 
full financing of comprehensive health reforni., 
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,J RoseRT KEnnEY 
~"IMi"'A 

tlnittd· ~tQtts ~rnatt 
WASHINGfON. DC 20510-2704 

May 5.1993· 

Dear Colleague; 

I am writing to <:all youraltention to legislation I will soon introduce to establish a National 
Unitary Health Care Trust Fund, which would group all federal health expenditures imo one lrust 
fund and would mandate these expenditures to be disbursed on a pay as you go oasis. 

This trust fund should precede enactment of comprehensive health care refonn legislation. 
l1le federal trust fund will become the foundation for the financing debate which will accompany 
health reform. A h~allh care trust fund, analosous to the Social seCurity trust fund, will allow us 
to account for and monitor federal health expenditures. It would also help the American ·public 
become a larger and more infonned participant in the health care dehatc. 

A health care trust fund will serve three imponant purposes: 

. 1. It will force needed fiscal disCipline on the health care system by fully financing federal 
health care spending. Currently. health care expenditures are the fa~test growingareu of th¢ federal 
budget. Federal spcnding.is projeclct.lLU jump uy $34 billion from FY93 to I;Y94 alone. 

2. It will allow US to present an invoice [0 the American public of the govemmcnt's share of 
health expenditures. Tllis year the federal government will spend $284 billion direc[ly on health 
care services and another $80 billion indirectly through the tax code . 

. 3. It will force us to decide which taxes we want to use to pay the bills.· Americans need 
to see that nearly three hundred billion of their federal taxe~ are already being ,oIlected apd spent . 
for health care. 

TIle health <.:are trust fund would include all' federal spending for health services, including 
Medicare, Medicaid. VA, the Department of Defense health programs. and the federal Bn1ployt:c:-i 
I iealth Benefits Program. In addition. the trust fund would also cover the research and 
infrastructure investments funded through the NMinnal Institutes of Health. the Centers for Disease 
Control, and other Public Health Service programs. At this point I have nOt proposed including 
the indirect expenditures made through the current tax system because uncollecled taxes an! not part 
of the budget process. 

In Year t, the current ri~c'al year, federal expcndit!lre::; for these programs·will toral $284.3 
billion. I propose designating five current s{}urCCS or revt:nuc.to meet thesc expenditures: . 

1. TIle 2.9% payroll tax equally divid~rI hctween employers and employees (currently 
designated for Medicare ~art A); . 

·2. Hc:alth illsufancc prcmi~ms (collcctccHor Medicare !')a.rt B)~ 

3. All cxci.se·taxes for cigarettes and alcohol: 

4. Indivioua" income·taxes, the ·firsl 27%· of taxes collected or aprmlxinnltcly the first (l% 
of individual taxable income: .and . 

5. Corporate illcomc taxes, tl~efirst 27% of taxes collectcd.. 

http:revt:nuc.to
http:spcnding.is
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, During Year 2, FY 1994, direct fcdcrarcxpcnditures are projected to grow by $34.2 hillion 
to $318.5 billion. However, designa[ing the same revenue sources in FY94 a~ FY93 will produce 
only $308 billion. Thus, in Year 2, there will already be a shortfall of approximately $10 billiM. 
In order to 'keep thc fund in balance, ,at that time, either spending must be CUi or additional taxes 
must be rail\cd to cover the shortfall. 

There arc many possible alternatives that will covcr these additional federal hea1th 

expenditures. The tmsl fund gives us an opportunity to debate different mcthods of paying for 

federal health programs, including "sin" taxes, consumption taxes or income taxes: or spending 

reductions.' '. 


I would be happy to discuss this proposal wich you in greater detail. If you have. ,11lY 
'questions. please contact Karen Davenport of my staff at 4-6551. Thank you for your interest. 
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J ROBERT KERREV 
·~EGAASK~ 

1tinitrd ~tattB ~£11att 
WASHINGTON. DC loa, 0-2704 

May 5, 1993 

Mrs. Hillary Rodham Clinton 

The White House 

Washington, D.C. 20500 


,Dear Hillary: 

. Enctosed please find materials on a proposal for a National Unitary 
Health Care Trust Fund which we have previously discussed .. The use of a 
trust fund to account ,for federal hea.lth care expenditures has many 
advantages. including providing a foundation for an honest argument about 
the need for fully-funded comprehensive' health. care reform. 

I see three benefits of this unitary trust fund: 

1. Assuming the trust fund is set up on a "pay as you go" basis, it 
will force needed fiscal discipline on the health care system by 
fully accounting for federal health care expenditures. Currently 
federal health care expenditures are the fastest, growing area of the 
federal budget. From FY93 to FY94 alone. federal health 
expenditures will increase by $34 billion. ' 

2. It allows us to present an invoice to the American public on the 
-share of 	health expenditures currently funded by the government. 
This will refute the woak' arguments of opponents of health care 
reform that we do not want a health care system that includes large 
federaf government involvement. We already have such a system. 
This y~ar the federal government will expend $284 billion on' direct 
health care services as well as another $80 billion indirectly. 
through the tax system. The government pays nearry AO% of alJ ' 
health expenditures . in tho United States.' . . 

3. It sets the stage for debate on which taxes to use to, pay for 
health care. Opponents of, health care reform are already accusing 
President Clinton of supporting a ta~ increa'se for health care. 
Americans need to see that taxes are already being collected and 
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spent on health oare. 

In discussing tho idea of a federal health care trust fund with 
advocates for health care reform, I spoke with Henry Aaron of the 
Brookings Institute. 8y a fortunate coincidence, it turns out that Mr. 
Aaron has advocated for several years the establishment of such a trust 

. fund. He discusses the trust fund idea in his book, Serious and Unstable 
Condition: Financing America's Health Care, Brookings 1991. He states 
that, "Because health care expenditures are larg'e and certain to keep' 
growing, it would be so.und budgetary procedure to ... .finance federal 
expenditures on health care through a trust fund, like those now used for 
social security pensions and medicare hospital benefits " (pp. 146~47). I 
have attached a letter Mr. Aaron sent me subsequent to our meeting. 

The. attached charts illustrate how the trust fund would work. First, 
all federal health care expenditures must be part. of the fund, including 
money spent on, inter alia, FEHB and· NIH~ At this point I have not proposed 
including' the indi"rect expenditures made through the current tax system, 
which total approximately· $80 billion for FY93· in the trust fund because 
uncollected taxes are not part of the' budget process. 

In Year 1, the current fiscal year, federal health expenditures will. 
total $284.3 billion. have designatod five souroes of revenue to pay for 
these expenditures; 

. 1. The 2.90% payroll tax equally divided between employers and 
employees (currently designated .for Medicare Part A); 

2. Health insurance premiums (collected for Medicare Part 0); 

3. AU excise taxes for cigarettes and alcoholi 

4. Individual income taxes, the first 27'Vo of taxes collected or 
approximately the first :6% ~findiVjdualtaxable income.; ,and 

5.,· Corporate income taxes, the first 27% of taxes collected. 

Table 2 illustrates how Year 2, FY94, of the trust fund would work.. 
Direct federal expenditures are projected to grow. by $34.2 billion to 
$318.5 million. However, deSignating the same revenue sources' in FY94 as 
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FY93 will produce only $308 billion. Therefore, in Year 2, there will 
already be a shortfall 'of approximately $10 billion. In order to keep the 
fund in halance, at that time, either spending must be cut or additional 
taxes must be designated or raised to cover the shortfall. 

Let 	me demonstrate now the· trust fund would encourage a vigorous 
. and hone~t debate about appropriate taxes to use for health care 

expenditures. For example, another alternative scenario for designating 

taxe~ for the trust fund which I find attractive,· would be to use the 

following taxes in FY94: 


1. 	 Health insurance premiums $ 14.6 billion 
2. 	 Progressive consumption tax $120.0 billion 
3. 	 Tobacco Excise Taxes $ 15.9 billion 


(includes $0.70 increase per pack). 

4. 	 .Alcohol E:xcise Taxes $ 7.7 billion 
5. 	 Corporate Income Taxe~ $ 32·.4 billion. 
6. 	 Individu~1 Income 'Taxes $127.9 billion 


TOTAL $318.5 billion 


This scheme' r.ould be criticized because am supporting new taxes for 
health care. However, my argument is that I am eliminating a 3% payroll 
tax which relieves the burden on employers as well as reducing allocated· 
individual income tax. 

There are many possible alternatives for designating the taxes 
. needed to cover federal health expenditures besides the ones I have 

discussed here. Under all these scenarios, however, the trust fund gives 
us an opportunity to debate different ways to pay the federal share of 
health expenditures. It is worth noting that Henry Aaron proposes that the 

. federal trust fund capture amounts currently expended by the states for 
Medicaid. Serious and Unstable. Cond{tion, p.p. ·146-47. Others have 
advocated state· and federal swaps of program responsibilities. i.e. 
Medicaid for AFDC ... These, proposals open the. door for welfare reform., 

A proposal on· the appropriate taxes to designate fat health care 
. expenditures should bA Presented to the American public before the, 
introduction of a comprehensive refqrm proposal~. The federal tr~st fund 
concept will lay the groundwork for the financing debate we will need 
with a new, reform proposal. Thelrust fund alone cannot prevent· cost 
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, shifting as a way of lowering federal health expenditures. However" 
public awareness of increases in federal health care cost will impose 
some discipline on the entire health care system. If, like the social 
security trust fund, we account for and monitor federal health 
expenditures, the American public will be a larger and more vocal 
participant in the health care system. In conjunction with the 
forthcoming comprehensive reform, the trust fund will begin to solve our 
nation's hearth care crisis. 

,Legislative Counsel is redrafting the bill; it should be done soon. I.' 
,look forward to discussing this proposal with you and appreciate your 
interest. 

~reIY' 

J. Robert Kerrey' 
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Table 1. Proposed Health Care Fund, FY93 
DRAFT 

Fiscal Year 1993 

Expenditures (in billions), Revenues (in billions) 

Current Earmarked 
Revenues 

Medicare $149.2 Medicare: 
Medicaid' 80.3 Payroll Tax 91.8 
Veterans . 14.9 Premiums 14.6 
Dept. of Defense 15.0 
Other 24.9 Additional Revenues'If'" 

Excise: 
Tobacco 5.7 
Alcohol 7.8 

Income:­
. Corporate 29.7 

Individual 135.a 

Total $284.3' Total $284.9 

;27'% of Corporate and .Indivldual Income Taxes Collected (or, 
approximately the first 6% of individual taxable income). 

-* Other includes PubliC Health Sery·ice, Other HHS. an,d FEHB., . '. . . 

Source: eBa Projections, February 1993 
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DRAFT 

Table 2; Proposed Health Cars Trust Fund, FY94 

Fiscal Year 1994 

'Expenditures (in billions) Revenues (in billions) 
Current Earmarked 
Revenues 

Medicare $169.7 Medicare: 

Medicaid 91.9 ' PayrOll Tax 102.3 

Veterans 15.7 Premiums 16.8 

Dept. 'of Defense '5.0 

Other*": 26.2' Additional Revenues 


Excise: 
Tobacco ' 5.9 
Alcohol 7.7 

Income:·" 
Corporate 32.4 
Individual 143.4 

Total $318.5 Total $308.5 

... DeJJi. of Defense projection unavailable, 1993 estimate used 
, , ' 

..... Other includes Public Health Service, OUler HHS and FEHB 
, ' . 

....... 27%cH Corporate and Individual Income, Taxes' Collected (or 
approximately 6% if individual taxable income.) 

Source: CBO Prqjections, February 1993 
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THE BROOKINGS INSTITUTION 

:,"::~ II":;~:)' , .' ~ . 

1775 MA.~SACIIUSETT'.~ AI'fiNO£!, N.W. WA$IIINCTO!J,·O:C.'· iOl)J6:ZI88i! i: (' 9 
TEl.F.P/IONE; 2021797·6()()() FAX: 2021797-6181 ., . 

Economic Studies Program 

30 March 1993 

Senator. Bob Kerrey 

United States Senate 

Washington, DC 20510 ' 


Dear Senator Kerrey: 

, Thank you for the opportunity to discuss federalspending on social security and 
medical programs last week. 

I was pnrticularly intrigued with your proposal to eSlablish a lrusl fund thal 
would be used to pay for essentially aU federal health care programs and which would 
receive earmarked taxes designated to pay for tho!-je programs. Tf spc-ndit'lg grew f"ster 
'than taxes, Congress would, be required under your proposal to aHocate additional 
revenues to the trust fund. . 

This proposal is quite similar to one that I advanced in a book on health care 
financing, St;rious and Unstable Condition: Financing Ameri~' Health Cure, Broukings, 1991, 
on pages 137. to 151 and suggested again by Charles Schultze in our co·edited book 
Setting Domestic Priorities: WlUlt un Government Dn?, Br()()king~, 19c)?, pp. 310 to 314, 
Our framework is identical to the one you sketch, with one exception that may be 
significant. ' 

We propose earmarking a specially dedicated tax to the trust fund (together with 
the payroll Lax for medicart:, SMI premiums, and revenues from the "sin." taxes). Should 
spending grow faster than revenues, tax rates on the earmarked taxes would have to be 
inc.rp.a~p.d. Ch::irJes Schultze and I are persuaded that the need to raise taxes if spending 
on health care grows rapidly will put the question of how much the nation is prepared 
to spend on health care squarely before the American people and its elected representa­
tives. The need to raise taxes will limit any possible Congressional tendency to want to 
sweeten benefits. 

, Earmarking ap::ut ofthe personal income lax would serve this fLlllCtiO'l\ quite w~J1 
provided that Congress treated any increa~e' in the proportitm of the t<'x alloca~ed to the 

, trust fun~ as forcing an in.crease ·in personal income tax rates. However, we know of 
nO procedural device that could bind future Congresses to link changes in the share of 
income taxes designated to the, trust fund to changes in income tax rates. Por this 
reason, I think that use of a spedaltax, aU of the revenue from which was allocated tel 
lhe health cafe tfuSt fund, is preft.!rable; A value-addeu tax is th~ unly revenUl! 
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S~na tor Bob Kerrey 
March 29,' 1993 
Page 2 

instrument capable of generating sufficient revenues topay for the bulk of federal health 
care programs. 

Both Democrats and Republicans should be able tu find in yout proposal a way 
to help pay for current health care obligations and for financing reform. It. can help 
discipline goverl)ment spending. It can help reduce the overilll deficit. I wish you the 
best of fortune in persuading your colleague in the Senate and members of the House 
of Representatives to support your initiative. 

::;ie1Y yours .. 

..~~ 
Director 
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Health Care Reform: It's a Necessity 

For Both Ethical and Economic Reasons 


Ih St!n. lJub Kern:~; 
.:n:iclir:.g (;OI!1j1re,len~j,,\! leiUlh cdn: n:· 

~cn; I~ fK!·: all o;}[jon: it is,;; nocCS:;I!~' Rj~in~ 
··,·.:,·~.,i ',', ":'~" :,,',d;l h.;n;.'IjIt;I\H~ Ii~( 01 ;!\·nid· 

• ~ .~.!''':;;,.;~':''' ',::1. ~;I;:":. ~;1~1! ",\",.: :-.t.:i. 'v;,,: Ina:, 
...... ;.:; .,';'. ·c·,. :.':.:. >:o.::\::It':I1,';;" ":tll..:thl~; 

;"- .. , ..•• ,!, :~;m' d·;:.I:1:, ·.II;! l\';r I'~~;; 
'., r.; ,'.1'." L,;I:"rr~hclbl\'C :l.;!allb r<'lI)TlIi. 

J"lic~i rt!Lit~licr w::1 rernaina dream, Pres­
!.!~wC!:::::):I'S. I":r.;: budge! is 3'2 pcrcen! 
I:'..:.:.;<:r Claro Pr::.~ld:.:n! Uus!!'. IaSI on::, All 
k~;;riu h:Jiti; can;;penctinf WIlt Increa~c 
I:.;.:·r.! S235 tdl:on in fiscal year 1993 10 

S3! B biJ,'ion 111 fiscal 19f)~ - and Lhest: 
1:>:.1J~ <:0 :1'): l!lcl u{!e appro:<. HTlatel~ S;.;O 
b::Jion o( La'l expenditure (or tax-oeulIc(­
it:o:! :!mployee 0eneit( p:tym~n15. 

T:l\JS, i:e?JLIJ car~ ~pt:nding increas.::s 
:!pprc~,i;nalcly 71 percent of illl Ule 

.... ; " ::".t:~~IJ",;i:;lr !tu:rca:~\. 

'-;. ;L"lC!.,: ;.:i.,mr:dclI~! I.'~ rea! L'l refonn. 
'i".:l::l!'l~ lar :..:vaa! t:eath rrogr'Ulil will 
:!'.~':;; ('l:~!'.:.!':u t:<: in !i.' YCilfS, Ac'.::ontng 10 
~!::. C(,ngre;slonal Budgel OHict:, !>ied!­
,::r, ;,lId '1e~icakl ;:lone ''''')11 gf(}W f~om a 
~,',~[bl:I:-J 1!}1:>.1 cf $200 bllJil}n in 1,991. 10 
-...!ii' 1':H:·,'r :n 19'1~ 

...~ IItO.li "~:~I:oprl·h\!nsl\.l~ ~ICil!lJI rCrnnTl. 

.:' ~~Ol H,m:- \" t!1 COfliHU,i:;: h' add Joh~ 
":" .. i:. "';:)II·:1t:a!lh ~'are ~no~ In tx)(h rhe 
:-'f! '. ,Il:: ;l!l(J pt;!)hc ~Cl{lH mUSt shr:nk as. 
',,';!!!;! care ..:~~r:~urnt5 a la.g:r <ill.;! I:~rger 

A University of North 
Carolina study concluded 
that we lost tVltO mi1Jion 
jobs nationally in the last 
four years because of 
rising health care costs. 

pcrccn~agc of on Gross Domestic Product 
Last year, a lIni \'crsilY of North Carorina 
scully concluded that 've 100;( 1....·0 million 
jobs J1;leionally in !.he 1a.,,1 four years bo;­
cause of rising health care costs 

Witllouf comprehensive heaJth care re­
form .....·c will contiJ1uC [(I pro'Jidea perveF"c 
incellli",e to qUiI wor1c wo go on welfare. 

, The growth of Medicaid (oils IS aClually 
5urprisillgly slow gwen Ihe financial risk:ll 
J1on-insllred or undcrillSIr.rcd woli:cr.:. 

111 a·jdilion to ecooo:nic problems. nUT 

o.::urren: hea!l~cue. s';l~u~m 'has crealed a 
number of elbertl proDlems. Qm: beallh 
care syStem redures us to compulcr num­
bers Ita! dClcrninc (lUt fi..:mclii risk and 
decideollf (ale,lf IHtr numb<"r J1':\'cals a hi~h 
abilily {O pay, ....e are given the fiocs[ health 

. care in Lljc world. If {jur number rcsull". in 
doub(, we rna)' get c,'1re, bu[ wt may also 
wonder if it wa.s worth the :::I(on. 

Increasingly, lV(l.:ricam are makiJig '01.­
reer decisions has.e-d upon health care COy· 
cJagc, Mill ions o( l\mt:riC:lnS;l~ for\:oo to 
ObL'lin the !;OCuril},O: heallh in.\ur<Jllcefmm 
we:fare and arc [011 they 'Will iU$c their 
bencfil<; ihhey find .\'ork. Ollcrs are afraid 
to change Jobs ev<:n a! a higher <;.lJary, 
because they fear lo.ing tllCif health cover: 
age, Or the ,yslcm creates :;.itu~[i(lns where 
g(,"emmCnI eJnpln)!lh.:nl i, rnl)n~ al [f;tclivl: 
than private sector Jllh:, 

Americans wbo ha .. e paioJalHhc.:iPiork.-, 
. iog Ii\'~s for health ~(l'..eragcdisc{lvt!r their 
insurer will JIm covcr rhc care lhey nced. 
Even worse, after 2Q year; 00 lJle job. 
I\mericansreccive pink slipsand must face 

i! nt'w IJeaJlll care phenomenon during theif 

jol: hUllt: pre·exisling medical conditions. 


Smanbu~inesses-ourgr;'.a(eslhopefor 
nclll,l jobs are particularly vulr:crable ill 
(()(Jay's health care mark.elplace, They ap· 

pmach a s.hrinking number oflosurcrs who 
oller co\:e:age at rapidljrisirlgr.lItll. To­
\Jar. Ule rmtx:ddcd COS! of hC;ll!h e<rc is it 

. 1:~gcT b:mer 10 cl'-')JH}mic el.p'UI~icJl mao 
Ia.,es. t Iltllkt: '~lxes. health fare COSI~ mH­
[iHUe ell ris:: 

Ourmgcs dun', cud 
imlJrmlcc. \"':a~!t.' is t:iHk'rnic: \-\it:: .'pend 
11':11;5 of hillion=" of o.:oll:1f$ vrt p;lrx:l'.~uri': ill 

an effort 0Cl find Ihird-pally payers and 
collect pa:(mCIlIs. Govemmem·financed 
programs encotlTilge urmcce::ss.<1ry ;Jro.::c. 
dun::~. B ills tor 5l:r"ices rendered ar~ 
~hlX.:kiflgly OUI or ~'lUrOfll{>1I ((', Ihe ';aJu~: of 
;:' "fI' r.' ',' ~. i .~: .. .1 

~~railH:d :.h:Hlf·PlLiclll rcli:lIion:-ihifl~. Ph;.-· 
.:-'Il:I.ans pr.lctkc in ,'car {)r (m;J~' ,'n;i!p::K. 
LJee :-,U il.l , whih; jlaliCllh!;\M': !..'O11 I:t!,::m:, ~I; 

'Iheu dr...·!nr;.;· jlliigmcrH lhlth ra(IH:~ 1o,;." 
\i,.!lik C('SiS an: (In veil HI" .:)~, llllllcces-;uy 

proc~dun:s. 
. Ik,dl:1 ,aro.: rdorm s~Hlllld 1'.<; lilm:.: :".111 

an dlur. ,0 :>olvc Lh~$c prohkm~. II ~lIuuhl 
be pan of an cffon to cnOslIUct a no.:'.\' 
Amuic.m safclynct Illa( m:.'Ch the chang'..:·:l 
I',cctb n workers in 1111: inlurm:lIIrlH age. 

In U1t: intlusuial age, a Joh \'try ofte:! 
lastCiJ;\ lifc~im-::. TIll! me,"'1 urg..:nt social 
COlHxm wa~ L'IC qltallt;.· n! hl!.: al',cr.n:'lm;, 
mel1!. ·[lIUS. t.hc :.::uct}' 11;;( J1m'''I~lul prOlo.::c· 
bon'ror lhe.twolarges! f(;u~ nf lh~ <.:klcrl~. 
non· .... (lrkiug populalll,)I:. ~!li:omc m;UrHl" 

n.mcc ,lIul tlcahh Ci.lfI: 

In U:: infcnlL31ion :Ig~, jot1" 

fading memory. Emplofc'r:-. ~1I·.I~Si:;':: :., 
(4)inL"l1l :i umlXlr(il!t: cJ!.!~ ;11;111 ;I;;(·n;:~. 
tional l:l;trkclpl;KC. arc t.:ilher dom~ rr.(.;~. 
w{lfl;. WL:!l the :-ill!};; "\lI:d~·~t 1)1 ..:mpi'i:.....; " 
or arc employing l{~mp0lar~, COll:md h:.: Ir 
FJrlploi'ces wli.odocr~ile new jobs oflell 
can no longer afford 10 cffer ben(.fjlS 

38 pen:ent of all new j0l15 III Amcnc<-l WIIC 

Witrl h.:all!l carc hcllefil'>: 15 pCl";;lit pr\{o 
vide ~g~ion hc!leiils. 

III !h~ lliiomuulHl ;',g..: ·....,orkc;, 1:11.,,1 ;,,:­
quirl! hcal:n can.: dig i'oi lity a, ;1 i:~>IL"cql:-: 1'.,::

fir bcin~ ,t\meriran. 1101 c.~ :1l.:\lfl~qUt::IICC ill 
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I!mp!o!-mem stJ(US_ Ho·,'.:ever, .... hile t ha..'e 
broken &.e link ~{Weer. eligibililY and en· 
?loYIT!wc.. I still believe empIQ~'ers should, 
J'2~ it :ole in beaJlh care, Health care tan 
cQ!llime 10 be employmem-ba..<ed. and. in 
;:.ddiLion 10 maYjng a fir2l1ciaJ contribution. 
err.p~::f$ can ~till make important <led­
sior.s aboul hea.ith care. 

I favor refor:n lhat declares elj~ry Amer­
!Can now free of the iear and doubt ofnot 
reing covered - mUSI have a stake in 
~::..\(ing paym~nlS and controlling costs. 
The gooj oldd3ys (ior:he fonunale few', of 
not ha.... in~ 10 '''''orry about paying the bi1l$ 
because "smnl!:one tLs-!" is picking up the 
L.1b mlJ~to;:r.d, I f2\'or havingAIT.ericam. pay 
p:emiur:1s into a stale-based plan or pur· 
cbasing cooperative, It economic incen' 
ti ves are nO( disLOrled by the tli), code, ...-ell­
imended polilicians. or corpcta!e exec\!­
ti ves, the markel can help cQntrol C051.5_ 

I ~a\'or reform which emphasizes health 
ra':.her than h:!allh care, By ·!Stablishiflg 

research pnonues, developing paymem 
formulas. promul~ating practice guide­
lines. assisting professional ~aii:ling. dis­
semina!ing infonn3tion on beal!::1 cate 
qualily, and o'::~'elQping in';ei,lilles 
throughoul t.hf, laX ~ystem. 8o"'emmenr car. 
enmre mal public lIealth b(.c:om.!s tle pr.­
mary focus of our health ~ system. 

[fa....or creating aHe3lth Care Prevention 
AtCQURl to be used for community-based 

. efforts to i:nprove !he heallb of tJle Amen­
can people. 

I favor the creation of a IlltionaJ I>Jard {O , 

determine a standard set of benefits_ The 
'benefit package will be uoifonn across Ibe 
cCuntry'and will cover all Americans, in­
dilding Members of COJlE;reSS_ Subsidies 
will be paid directly '0 the scale pun:lta.<;il1g 
cooperath'es, Fee schedules and p3)'men. 

,10 proviul!rs will be determined by self- , 
reguJatillg negotiation between Slale-based 
paymenl corpor.ltions and providers, 
payers, and entrepreneurs who deliver' 

and manage bigh-quality: low-cost care, 
I favor national standards. bel'lefi\:S, and 

simplifiedreporjllg forms. butld()Ilot favor 
federalizing the o;ySlem Medic.lid .....ould 
disapp"..aT. ~1e~"1CMe m\J51 be Included [n the 
sy!'.lem. ana eligible velerans could chocse 
between Veter..mz A!.lminis~tiOI) hQ5.pilaJs 
or private tJospital~ for (leir U'I.re. 

I favor a financing system whidt is direct 
~md disciplined. As a rust step and a fOIl.1­

dation :or any legislation. I propose that we 
establish a. Federal Ur,ilary HealUl Care 
Trust Fund, similar [0 the Social Security 
Trusl Fund. 

This Health Care Trust Fund ·....auld cov­
er all federal spending Cor heallb sen,'ices. 
ioclud:ng Medicare. Medicaid. VA. the. 
Depa.r1mCl11 oC Defeose health program!". 
and lbel:cdeml Em plo)'Ccs Health Bene lits 
Program. In addition. Ihe trust 'und would 
also cover the research and infrasUU<:lure 
ill\'estmcnts funded th:ough 'l.lle NaliOllal 
Institutes of Health. !beCcOlcrs(or Di.se~sc 

Con~ol. anll' olher)ubli':: health scr ... i::c 
program!',; Congress would b-:: requireo it~ 
oedlcate ~ufficienL Lues [0 pay i{)r aU au· 
thorized or approprialed I!,'~r.dilure,. 

The Trust fund provides three rnayx 
bcnefi:.s 10 :he gov~rnmenl. firsL :iscil 
dlmlY ill r.st.1blisned What ih( g{)vetnment 
is' paying for and wh~re r.he fmds are rom· 
ingfroln'aremadecl:N~ S('comt it rorce~:l 
vig-)mus, OfiCll. and honest dch:ne 011 ap· 
propr1<1,lC fluanciFlg' !.Ollrc\:s. Third, it gum­
.rull~es fiscal discipline becaose deli{;it /1. 

mtncing wO'Jhi no. be allowed for ourmOSI 
rapidly growing fed!ral expenditure. 

":'0 iIIu'il13lchow [lle l>),Slcm would ',"ori" 

I plopose uJallhe following ('Jrrcm sourtc~ 
of exisling revenue be dedicated (0 pay for 

,[he $285 billinn ofbeallh (arc spending in 
. lit!: c~rrclil (;"cal VC;lI: . ' 

.' ." 
-1 

in Biih,:lI','; I 
of Dol\,m 

Payroll "lax· S91 K I 
(l'.1edicare llarr Al . 

, Illsm:ar.ce Premiums ,14.6 
(Medicare 1'ar1 B) 

E~isli[jg~!t;d$c Ta.,: Tohxcn 5,: 
Existing c.x.cise 'Tax: Alec,bel 7.8 
Indi"'idlial Incol1lt! Tax'" 135,3 
Corporate 1nC()[W- Ta...;" 29,/ 
Total S2H-l.9 
~ 2.9% 
•• 210/( {If 101.11 r}\'cn~es. :;oIlCCICll 

I 

http:Illsm:ar.ce
http:disapp"..aT
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;-1,:\( ~',iI,I\;d .. !al 11,';111111.'111(: ~llo.:IHIiIl", I' 
\'),1'1111,,,:.1 10 I ,~;,,'h .', 'I J.l h,lJillll ",lIih: Ihi: ,,' 
d('dl(':II('.1 'llllin's Ill' r'CWIIIlC would ~,f(l\\, 
to S3()X 1'11111(10, '!l!tlS, Con2rt!~5 W()IIid l:i ' 

Ihl.'l' II",· ... tn ~"II ,~I () hilllon 11/ 'pcmhng "t 
rais!: $1 (l tlllli(lfl thmu)!h new tal\C~ , 

To,;hcw how the I kahh Trust FUlid 
WOuld coc\lur.\gc: d vigvruus ilfld Ilom.:SI (Ie, 
hale,' .....·ill i:lu~tmleall (tltcmillive flnancillg 
scenario ulJ.11 find altr;tcti ve. I would enact 
it plvga;:-~ iV(; '~Hll>\1111 plioll tax, and illcrt:<t<,(: 
1,1XCS on lobacco by 70 CCIW. per Cigilf(:(tL: 

flaCk, Tilese 1,1X.CS WOuld gcnerale $120 hI!, 
Ii,11I ,lIltl S lObi Ilion. n.:spc.:cLi vel )'. ' 

I wou Id allocate the enlire :llTWllrll to 
Ule ifcallh Trust Fund. which would CII­

:lOle me to lower tile exi$ling tu.:;dlll care 
payroll taxC~ (MediCare Part A) 10 l\!((l. 

1l1ercby relieving employers of a ~i.':lllifi 

I favor national 
standards, benefits, and 
,simplified reporting 
forms, but I do not favor 
federalizing the system.

. , ,. 

CaJH lUX bunten,l would also reduccallP 
catcd II'Idi vidual incCi'mc taxd hy S20 
billion and cul []le. deficit by nrrrllxj, 
matel" 520 billion. 

(.:o'Mmic ;wd ethicah'on~cms a.n.: dri\'· 
ing ctle engine of hcailh CMe reform \V~, 
have an opponunity to design a new financ, 
ing syslp.m lhill mnlml" .:-ems wbile \11(' 

continue to have the higilesl qualir;, he.aJrll 
care in t.he w~)rld. We h,we an op(X)l!unity 
to red~~igr\ {llis fi!\.(llIdng system ~o ll);.!.{ , 

Americans become healthier. 
Todo it rigbt. we must insist Lhatallacccp( 

Lheir f'lir share or responsibility, S ub~idict; 
will sometimes be unavoidahlt!. Thc~ 
s.ho~lId be UIC ex.ceptio!! lU1J IlOllhe rull', 
, To (k it riShc.. we 5ho uld lit">' 11')'10 fw;hh'll 
a coalition Of iIltCn.':!U £rollP~ who Wlll1t In 
sa(isf~' Uicir impon.1nt but narrow I1(;' cd , , 
To dn it right, we must think al,,)u! all 
AlllcnC;W$, nnw and ill !.hI: (utl!rc. To do il 
right .... ill r~LJ uire \'isiOll and Ih(lU~ht"lIl . 
..:«rt:ful ((IIll\iJt;1 il\i~lI! ()( Whill \'l: ,11('; dllillF' 

•Mosl oi all il will n.:qllirc the c()umgl; Ill' 
cnac[lc~is:at.inn which is urXl(J, to!H!h ~·C()­
nO;ll i( 1I~~'~iic:;iIlC rlll~1 WlJll:·l~IIIlI';lti\;il: IVII II 

Our (nOC"AI principles, 

S<!n. Bob Kerr(!y CD-Ncb). a member of the 
Appropriations Commill~. ",ade tw!.:IlIh ca,'" 
",form. key pI~"k in hi, ." ..dorm ;1':''';'''9 hi~ 
'VI\ It)/ ,he f,)t'esid~n{i.ll/,()n'i",\:t\Jn I.HI ythl', 



SENATOR BOB KERREY (D-NE) 

Senator Kerrey has displayed a keen interest in the area of health care reform since first 
coming to the Senate and made health reform one of the centerpieces of his presidential bid. 

In the last Congress, he introduced a comprehensive health reform bill which is actually quite 
similar to the framework being developed by the Task Force. In the Kerrey bill, however, all 
businesses would be required to join state-run purchasing groups rather than privately-run 
groups. At his March 18th meeting with the First Lady j he was very complimentary about 
Ira's March 4 briefing for the Democratic Senators. In a note to Senator Rockefeller, Kerrey 
wrote that he. "likes what he is hearing out of the White House:" 

He has made financing a primary focus and advocates creating a health Care trust fund run on 
a pay as you go basis. Sources of financing for his bill include: a payroll tax on employers 
and employees; current federal health spending except for Veterans (for whom he believes a 
separate system must be maintained); new taxes on cigarettes and liquor; taxes on Social 
Security benefits; and increasing income subject to tax as well as increasing the top rate. At 
-' , 

his last meeting with the First Lady he expressed interest in providing' language to help sell 
the plan. 

Recent Developments: ",:" St?nat~r Kerrey has recently ,circulated a proposal in the Senate to 
create a trust fund which would account for all health expenditures including the Federal 
Employee Health Benefit Package and NIH. He suggests proposing appropriate taxes 
designated for health care reform before the introduction of a comprehensive plan. 
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February 24, 1993 

Mrs. Hillary Rodham ClinloD 
President'S Task Force on 
National Health Care Reform 
The White House 
Old Executive Office Building 
Washington. D.C. 20S00 . 

Dear Mrs. CI1nton:· 

As you know, the health care crisis has become a top 
priority in our domestio agendll. Wjth nearly 37 million Amer.icans 
lacking health insurance and health care costs contributing 
significantly to our national deficit, it is obvious that tbe need ror 
reform Is urgent. In constructins a new health care program we 
must considc:r tbree otten conflictjng aspects of health care: 
affordability. accessibility. llnd quality. 

Our citizens must be informed about all of OUf health 
reform optiolU 30 that they may make solid deciJions about which 
proposal they ·support. With this in mind. L alonl with Governor 
E. BenJnmJn Nelson. have decided to convene and ~hair a Corum on 
Friday, April 16 and Saturday, April 17. 1993 entitled -Health 
Care in the 21st Century: National Challenges, Nebraska 
Solutions." The conferen<:e will be held at the University or 
Nebraska in LincolD. We reel t1tis forum will provide Out 
constituents an unsurpassed opportunity to learn more a.bout our 
national health care options. I would like to extend to you an 
invitation to participll.te as the keynote spea.ker a.t this conference. 

Your insight would prove invaluable to the over 350 business 
leaders. policy makers. educators. hea.lth care professionals, and 
~onaumcrs who wiJI be attending the forum. We believe that your . 
c.lI.pcrienec and ex.pertise will provide the audience the information 
it needs to make InCortncd decisions. 
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The day's agenda will cover a range of topics including the 
il1tUTC of our health care system, policy options lacing Congress, 
and the challenlCl facing Nebraska including some difficult value 
decisions. We hope during the confereace not only to promote a 
better uDderstanding or the" illSues. but also to solicit responses 
from the audience on the variety of reform initiatives which have 
been proposed. The reoommondatioDS of my constituents will 
surely prove beneficial to me as the Cong1'ess faces illcrcasingly 
controvorsial healtb reform proposall in the coming month5. 

Your participation will help to ensure the SUC:;CC55 of this 
project, and I sinoerely 'hope that you will be able to join us. 
Randi Footlick ot the Columbia [aatitutc: will be in touch. with you. 
within the next few da)'s to discuss the losillties il'tvolvcd .in your 
participlUion. As 1l1wnys, 1 encourage )'OU to can my office at 
(~02) 224-63S1 or RSDdi at (202) S47~2470 should you have any 
questioDs or comments. 

I look forward to seeing you soon. 

Sjncerely. 

J. ROBERT KERREY 
United States Senate 
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Health Care in the 21st Century: 

Natio1l 4 i Challenges, Nebraska Solutions 


April 16.17\ 1993 

University of Nebraska· Lincoln, Nebraska. 


Senator Bob K.errey, Chnirman 

Governor Benjamin Nelson, Co-Chair 


DRAFT AGENDA 

WELCO:ME AND INTRODUCTORYREMARKS 


Senator Bob Kerrey. Chairman 

Governor Benjamin Nelson, Co-Chair 


SESSION I: NATIONAL PERSPECTIVE 


SOCIAL VALVES VS. ECONOMIC NECESSITY 


OPTIONS FOR REFORM 

THE M&.RKET AND HEALTH REFORM 

This presentation will examine how the mafkec struclure anu 

existing competition may be used to control costs and deliver 

services to a greater number or individuals. 


MANAGED COMPETITION 

The princjples of a "managed competition" model wW be 

explored and an outline of how the sYStelU would work will be 

discussed. 


COFFEE BREAK 

ELEMENTS OF COST CONTROL 

A speaker wHl discuss global budgeting, ex.penditure caps, 

and savings in the context of a market system. In addition, the 

need for portable coveraee will be discussed as well as cost 

control measures and improved quality for vulnerable 

populations. 
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QUESTIONS AND DISCUSSION 


Moderator: Senator Bob Kerrey, Chairman 


At this point. the program will open up and provide an 

opportunity for those in the audience to ask questions of all of 
the morning speakers and promote a thorough dhcussion of the 
issues. 

LUNCHEON 


LUNCHEON ADDRESS: A View From Washington 


A representative or the Clinton Administration will discuss the 

president's proposal for health care reform. 


Hillary Rodham Clinton (Invited) 

Presidenes Task Force on National Health Care Reform 


SESSION II: STATE PERSPECTIVE 

KEYNOTE PRESENTATION: A Vjew From the Stute House 

STATES TAKING ACTION IN HEALTH CARE REFORM 

The viewpoints and experience of an legislator, administrator and 
policy maker wilt be examined in order to under3tand the 

feasibility of state reform. 


BREAK 


PANEL DISCUSSION 

The above speakers will ha ve a chance to interact with one another 
and comment futher on their individual proposals. 

QUESTIONS AND DISCUSSION 


ADJOURNMENT 
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Saturday, April 17, 1993 

8:00 a.m. 

8:30 a.m. 

9:00 !l.m. 

9:45 a.m. 

1O:003.m. 

10:30 n.m. 

10:45 a.m. 

12:00 p.m. 

COFFEE AND DANISH 

WELCOME AND INTRODUcrOR Y RElI.1ARKS 

Governor Ben Nelson, Co-Chnir 

KEYNOTE PRESENT A TION 

State Senator Linda Bcrglin, Minnesota State Senate 
Chair, Health & Human Services Committee 

BREAK 

THE BLUE RIBBON COALITION 

Frank Barrett. Chair 

GOVERNOR'S INTERAGENCY COMMITTEE 

Mark Horton, M.D.. Chair 

RESPONSE FROM LOCAL STAKEHOLDERS 

A pam.:l reprcs~nUng health care experts. busiuess leaders. 
consumers and Olhcr3 will rcspond to all oC the Preceding 
presentations and prov ide their own COillments Oll each reform 
iniliativc. 

Modt:rator; Mary Dean Harvey. Dir~ctor. Nebraska Dcoarrmcnt 
of Social Services 

~Pl1ysiclan Response 
·Provider Response 
*Busines~ Re~pol\~e 
*Consumer Response 
*Insurance Response 
*Legislll t i ve Resflonse 

CONCLUDING R EMA RKS AND ADl0tJRNlvITNT 

Senator Hob Kerrey. Chairma n 
Governor Ben Nelson, C:o·Chnir 
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HQalth care for the 21st century;

National challenges, Nebraska Solutions 


Senator J.Robert Kerrey, Chairman 
",Governor E,. Benjamin Nelson, co"'C::hair 

Invited'speakersinclucte: 

',Hillary Rodham Clinton 
Cha.rles Bowsher, U.S. GeJ'lera,lAc:c:ountinq Office 
Robert Coles, Harvard university 
E. Richard Brown, U.C.L.A. School of Public Health 

Alain Enthoven, StanfordUnivarsity 

Paul Ellwooct"JaoKson Hole 

Alice Rivlin, ORB 

Charles Dougherty, Creiqnton University

Lynn Etheredge


,Governor 	Howard Dean, Ve~ont 
Governor BoothCarctner 
Leonard Kirschner, Arizona Health Care cost:. Containment System 
state Senator Linda Berqlin, Minnesota senate 
Henry Aaron, Brookinqs Institute 
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Health Ca re in the 21 st Century: . 

National Challenges, Nebraska Solutions 


April 16.17) 1993 

UniverSity of Nebraska· Lincoln, Nebraska 


Senator Bob Kerrey, Chnirman 

Governor Benjamin Nelson, Co-Chair 


DRAFT AGENDA 

WELCO:ME AND INTRODUCTORYREMARKS 

Senator Bob Kerrey. Chairman 
Governor Benjamin Nelson, Co-Chair 

SESSION I: NATIONAL PERSPECTIVE 

SOCIAL VALUES VS. ECONOMIC NECESSITY 

OPTIONS FOR REFORM 

THE .M.A.RKET AND HEALTH REFORM 

This presentation will examine how the market structure and 
existing competition may be used 10 conlrol custs and deliver 
services to a greater number of individual~. 

MANAGED COMPETITION 

The principles of a "managed competition" model will be 
explored and an outline of ,how the syste,n would work will be 
tl iscussed. 

'COFFEE BREAK 

ELEMENTS OF COST CONTROL 

A spe£lker wil.1 discuss e;lobal budgeting, ex.penditure caps, 
and savings in the context of a market system. In addition, [he 
need for portable coverage will be discussed as well as cost 
control measures and improved quality for vulnerable 
populations. 
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QUESTIONS AND DISCUSSION 

Moderator: Senator Bob Kerrey, Chairman 

At this point. the program will open up and provide an 
opportunity for those in the audience to ask questions of all of 
the morning speakers and promote a thorough discussion of the 
issues. 

LUNCHEON 

LUNCHEON ADDRESS: A View From Washington 

A representative of the Clinton Administration will discuss the 
presidenes proposal for health care reform. 


Hillary Rodham Clinton (Invited) 

President's Task Force on National Health Care ReCorm 


SESSlON II: STATE PERSPECTIVE 

KEYNOTE PRESENTATION: A View From the Stote House 

STATES TAKING ACTION IN HEALTH CARE REFORM 

The viewpoints and experience of an legislator, administrator and 
policy,maker wilt be examined in order to understand the 
feasibility of state reform. 

BREAK 

PANEL DISCUSSION 

The above speakers will have a chance to interact wich one another 
and comment futher on theif individual proposals. 

QUESTIONS AND DISCUSSION 

ADJOURNMENT 
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Saturday, April 17, 1993 

8:00 a.m. COFFEE AND DANISH 

8:30 a.m. WELCOME AND INTRODUCTOR Y RE!l.1ARKS 

Governor Ben Nelson, Co-Chair 

9:00 l1.m. KEYNOTE PRESENTATION 

State Senator Linda Bcrglin, Minnesota State Senate 
Chair, Health &. Human Services Committee 

9:45 a.m. BREAK 

10:00 a.m. THE BLUE RIBBON COALITION 

Frank Barrett, Chair 

10:30 a.m. GOVERNOR'S INTERAGENCY COMMITTEE 

Mark Horton, M.D., Chair 

10:45 a.m. RESPONSE FROM LOCAL STAKEHOLDERS 

A panel n::Drcllcntjng hcallh care experts. business l¢aders. 
consumers and OLhcr~ will respond to all of the preCeding 

. presentations and provide their own comments on each reforLl1 
iniLiative. 

Mod(;rator; Mary Dean Harvey, DirccLor. Nebraska DcoanIDcllt 
of Social Services 

"Physician Response 
·Provider Response 
*Busin~S5\ Res!loll~e 
*Can!'<umer Response 
*Insu rance Response 
*Legisln t i ve Re!'<ponse 

12:00 P.Ill. CONCLUDING REMARKS AND ADJOURNMeNT 

~cnator Hob Kerrey. Chairmn n 
Governor Be·n Nelson, Co-Chnir 



" 
, ~. ,1)2/24/93 17: 22 "'202 547 1893 COLUMBIA INST. IdJ 007 

Haalth Care for the 21st century; 

National Challenges, Nebraska Solutions 


senator J. Robert Kerrey, Chairman 
Governor E. Benjamin Nelson, co-Chair 

Invited speakers inc~u~e: 

Hillary Rodham Clinton 
Charles Bowsher, u.s. General Accountinq Office 
Robert Coles, Harvard university 
E. Richard Brown, U.C.b.~. School of Public Health 
Alain Enthoven, S~anford University
Paul Ellwood, Jackson Hole 
Alice Rivlin, ORB 
Charles Dougherty, Crei9hton University
Lynn Etheredge
Governor Howard Dean, Vermont 
Governor Booth Gardner 
Leonard Kirschner, Arizona Health Care cost Containment System 
State Senator Linda Berqlin, Minnesota sen~ta 
Henry Aaron, Brookings Institute 
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J 	 ROBEAT KERR!:V 
~CQA"SU 

A--TT At,U.M~NT· z.../ 
.ilnit£d ~tates ~matt . 

WASHINGTON, DC 20B 10-2704 

May 5, 1993 
, 

Mrs: Hillary Rodham Clinton 

The White House 

Washlngto~, D.C. 20500 


Dear Hillary: 

Enclosed please find materials on a proposal for a National Unitary 
Health Care Trust Fund which we have previously discussed. The use of a 
trust fund to account ·for federal health care expenditures has many 

.	advantage~1 including providing a foundation for an honest a rgument about 
the need for fully~funded comprehensive health care. reform. 

I 	see three. benefits of this unitary trust fund: 

1. Assuming the trust fund is set up on a "pay as you go" basis, it 
will force needed fiscal· discipline· on the health care system by 
fully accounting for federal health care expenditures. Currently 
federal health care expenditures are the. fastest growing area of the 
feder~1 budget. From FY93 to FY94 alone. federal health, 
expenditures will increase by $34 billion.· . 

2. It. allows us to present an invoice to the American public on the 
share! of health expenditures currently funded by the government. 
This will refute the woak arguments of opponents of health care 
reform that we do not want a health care system that includes large 
federal government· involvement.. We already have such a system . 

. This yf!ar the federal government will expend $284 billion 	on direct 
health care services as well as another $80 billion indirectly. 
through the tax system.. The government pays nearly 40% of aU·· 
health expenditures in the United States. 

3. It ,sets the stage for debate on which taxes to use to pay fat 
health care. Opponents of health care reform are. already accusing 
President Clinton of supporting a tax increase for health care. 
Americans need to see that taxes are already being collected and 
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spent on health care. 

In discussing tho idea of a federal health care trust fund with 
advocates for health care reform, I spoke with Henry Aaron of the 
Br~okings Institute. By a fortunate coincidence, it turns. out that Mr. 
Aaron has advocated for several years the establishment of such a trust 
fund. He discusses the trust fund idea in his book, Serious and Unstable 
Condition: Financing America's Health Care, Brookings 1991. He states 
that, "Because health care expenditures are large and certain to keep 
growing, it would be sound budgetary procedure to .... finance federaJ 
expenditures on health care through a trust fund, like thQse now used for. 

_social security pensions and medicare hospital benefits " (pp. 146-47). I 
have attached a letter Mr. Aaron sent me subsequent to our meeting. 

The attached charts illustrate how the trust fund would work. First, 
all federal health care expenditures must be part of the fund, including 
money spent o'n, inter alia, FEHB and ·NIH. At this point I hav~ not proposed ­
including the indirect expenditures made - through the current tax system, 
which total approximately $80 billion for FY93 in the trust fund beoause 
uncollected taxes are not part of the 'budget process. 

In Year 1, the current fiscal year, - federal health expenditures will 

total $284.3 billion. I have designatod five sources of revenue to pay for 

these expenditures:· 


1. The 2.90% payroll tax equally divided between employers and 
employees (currently designated for Medicare Part A); 

2. Health insurance premiums (collected for Medicare Part 0); 

3. AU excise taxes for cigarettes and alcohol; 

4. Individual" inoome taxes, -the first 27% of ta~es collected or 
approximately' the first 6% of individual- taxable. income; and. 

5., Corporate ·income·· taxes, the first 27% of taxes collected.· 

Table 2 illu'strates how Year 2, FY94,of the trust fund' would work. 
Direct federal expenditures are projected to grow. by $34,2 billion. to 

'$318.5 billion. However, designating' the same re-venue sources in _ FY94 as 
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FY93 will produce only $308 billion. Therefore, in Year 2, there will 
already bea shortfall of approximately $10 billion. In order to keep the 
fund in balance. at that time, either spending must be cut or additional 
taxes must be designated or raised to Gover the shortfall. 

Let me demonstrate how the trust fund would encourage a vigorous 
and honest debate about appropriate taxes to use for health care , 
expenditures. For example, another alternative scenario for designating 
taxes for the trust fund which I find' attractive; would be to use the 
following taxes in FY94: 

1. .Health insurance premiums . $ 14.6 billion 
2. Progressive consumption tax $120.0 billion 

. 3. 	 Tobacco Excise Taxes .$15.9 billion 

(includes· $0.70 increase per pack) 


4. . Alcohol f!xcise Taxes $ 7.7 ,billion 

. 5. Corporate Income Taxes $ 32.4· bfllion 

6.. Individual Income Taxes $127.9 billion 

TOTAL $318.5 billion 

rhisscheme could be criticized because I am supporting new taxes for 
health care. However, my argument is' that' r am elim~nating a 3% payroll 
tax which relieves the burden on' employers as well as reducing allocated 
individual income tax. 

There are many possible alternatives for designating the taxes 
needed to cover federal· health expenditures besides' the ones I have 
discussed here. Under all these scenarios, however, the trust fund gives 
us an opportunity to debate different 'ways to pay the. federal share of 
health expenditures. It is worth noting that Henry Aaron proposes that the 

. federal trust fund capture amounts currently expended by' the states for . 
Medicaid. Serious and Unstable Condi~ion, p.p. 146-47.' Others have 
advocated' state and federal swaps of program responsibilities! i.e.. 

. . Medicaid for. AFDC.. ThE}se, proposals open the (joor for welfare reform ... 

.. . 

.. A proposal on the appropriate taxes to designate' for health' care 
expenditures should bA pr:eserite~ to the American public before the 
introduction of a comprehensive reform proposal. The federal tr~st fund 
concept will lay the groundwork for the financing debate. we' will need 
with a' new reform proposal. The trust fund alone cannot prevent cost 
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shifting as a way of lowering federal health expenditures. However.. 

public awareness of increases in federal health care cost will impose 

some discipline on the entire health care system. If, like the social . 

security trust fund, we account for and monitor federal health 

expenditures, the American public will be a larger and more vocal 

participant in the health care system. In conjunction with th~ 


forthcoming comprehensive reform. the trust fund will begin to solve our 

nation's health care crisis. 


Legislative Counsel is redrafting the bill; it should be done soon. 
look forward to discussing this proposal with you and appreciate your 
interest. 

. . 
J. Robert Kerrey 
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Table 1. Proposed Health Care Fund, FY93 

DRAFT 


Fiscal Year 1993 

Expenditures (in billions) Revenues {in . billions) 

Current Earmarked 
Revenues 

Medicare $149.2 Medicare: 
Medicaid 80.3 Payroll Tax 91.8 
Veterans 14.9 Premiums 14.6 
Dept. of Defense , 5.0 
Other ..... 24.9 AddWonal Revenues 

Excise: 
.Tobacco 5.7 
Alcohol 7.8 

Income:" 
Corporate 29.7 
Individual J35.3 

Total $284.3 ' . Total $284.9 

.. 27% of. Corporate and Individual Income Taxes Collected (or' 
approximately the first 6% of i~dividual taxable income) 

... Other includes Public Health Servi'ce, Other HHS and FEHB 
'. ,"'.' " 

Source: eso Pr.ojections. February, 1993 
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- DRAFT 

Table 2, Proposed Health Cars Trust Fund, FY94 

-Fiscal Year 1994 

Expenditure~ (in billions) Revenues (in billions) 
Current Earmarked 
Revenues 

Medicare $169.7 Medicare: 
Medicaid 91.9 Payroll Tax 102.3 
Veterans 15.7 Premiums 16.8 
Dept-of Defense 15.0 
Othe r U 26.2 Additional Revenues 

Excise: 
Tobacco 5.9 
Alcohol 7.7 

Income:··· 
Corporate 32.4 
Individual 143.4 

Total $318.5 Total $308.5 

• Dept. of Defense projection unavailable, 1995 estimate uss-d 

.... Other includes Public Health Servica, Otller HHS and FEHB 

.... 27% of Corporate and Individual Income Taxes' Col1ect~d (or 
approximately SCVo if individual taxable income.) 

Source: ceo _Projections, February 1993 
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Economic Studies Program 

30 March 1993 

Senator Bob Kerrey . 
United States Senate 
Washington, DC 20510 

Dear SenatorKerrey: 

.. .Thank you for the opportunity to discuss federal spending on. social security and 
medical programs last week. 

I was particularly intrigued with your proposal to eSlablish a trusl fund thal 
would be used to pay for essentially 'aU federal health care programs and which would 
receive earmarked taxes designated to pay for tho~e program~. Tf sp('n~jng grew (aster 
than taxes, Congresf; would be required· under your proposal to nllocate additional 
revenues to the trust fund. 

This proposal is quite similar to one that I advanced in a book on health care 
tinnncing, Serious and Unstable Condition: Finandug Americas' Health Cure, Broukings, 1991, 
on pages .137 to 151 and suggested. again by Charles Schultze in our co·edited book 
Setting Domestic Priorities: VVhat Can GovP.Tnment Dn?, BrOOkings, 19CJ?, Pl" 310 to 314. 
Our framework is identical to the one you sketch, with one exception that may be . 
significant. 
,', '.' . 

We propose earmarking a specially dedicated tax to the trust func:t (together with 
the payrolllaxfol' medicare, SMI premiums, and. revenues from the "sin." taxes). Should 
spending grow Easter than revenues, tax rates on the earmarked taxes would have to be 
incn'!a~p.d. Charles Schultze and I are persuaded that: the need to raise taxes if spending 
on health care grows rapidly will put the question of how Inuch the nation is prepared 
to spend on health care squarely before the American people and its elected repr~sent~~ 
tives. The need to raise taxes will limit any possible Congressional tendency to want to 
sweeten benefits. 

Earmarking a.part of the personal i~come tax would serve this fUllctioil quite well . 
. provided thfl~ Cqngress treated any increas.e· in the propo1'tion of the tax: aHoca~ed to tho 
. trust fund as forcing an itkrease in personal income tax rates. However, we know of . 
nO procedural device that could bind future Congresses to link changes in the share of 
income taxes d,esignated to the trust fund to, changes in income tax rates. For this 
reason, I think that use of a special tax, all of the revenue from which was allocnted to 
the health care trust fund, is prd~Iable. A value-addeu. tax is the unlyr(;!v~nuc. 
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S~na tor Bob Kerrey 

March 29,'1993 

Page· 2 


instrument capable of generating sufficient revenues to pay for the bulk of federal health 
care programs. 

Both Democrats and Republkans should be able to find in your proposal a way 
to help pay for Current health care obligations and for finallcing reform. It can help 
discipline government spending. It can help reduce the overall defiCit. I wish you the 
best of fortune in persuading your colleague in the Senate and members of the House 
of Representatives to support your initiative. 

h/e1Y yours . 

~~ 
Director 
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~ .;,' :!~t:,"m:ly -.... "I COllimu;: 10 aOu Joh~P--. 

.,.' .. i :-' ' ....·JII-:l:::tllh :::are FIIl~ In both [he 
;-·r,·,.u-.; :t'lI.1 pt:hilc 5o!ClOr~ mu!;t :ih~nk ~ 

C,] 

c:::> ·~·:!l!.t, can~ u~r,)W1leS a la;g:'r and I:~ger 
<-.0") 
C'f)c 

r 
cr> 
C'~J 

LL> 
C::. 

A University of North 
Carolina study concluded 
that we lost flNo milfion 
jobs nationally in the last 
four years because of 
rising health car~ costs. 

pcrcen:agc of OJT Gross Domeslic Product. 
La'>t year, a Uni \'crsity Qf Nortll Carohna 
~CUt1y concluded lnal ",-6 lo<,t t""·o million 
job.s nationally in in!! Ja.',[ (ow years be;­
cause of rising health care COS~ 

Witllout comprehensil.-e heallh ~are re­
fonn. we will COObnuc lO pro'.'idca pcrveF,c 
inceilljl,'e (0 quil work and go (Jtl ~'elfare. 
The growth of Medicaid rolls IS aClUaJly 
surprisingly stow lpvcn the financial risk J( 

non·insured 01 unctcrillsllred wotkers. 
In (Iojdilion 10 ecoC)o:nic problems, our 

curren; health care s:mcm has creaced.a 
number of e.hcal prol:llems. Our be.allh 
care systtm rt:,jures liS to c:ompllier num· 
bers Ita, dc!er:ninc Out fi"~lllciaJ risk and 
decideouT rate. If tlllr number reveals a hi~h 
ability to pay,""c are given lhe finql health 
care in the ......orld. If our number results in 
dOUbt. we ma)' get Ct'U"e. tim we may also 
wonder if it was worth the dfoft. 

Increasingly..I\in,:rican.~ are maicing 'C<1- . 

ree~ dcci!\.iOlls based upon health care CQII'­
cragc, Mill ion::: or l\mcrican~.;lR; forced to 
ob..,in l1lc socurilyol health in.\ur<tneerrom 
weJare and <Ire.rotl 1hey ",ill 'usc their 
benefit" if they find ""ork. Otters are afraid 
10 change jobs even al a Aigher salary, 
becaure they fear lo;,ng thctr health co"'cr­
age. Or the ::;yslem crcates :;ilUations ",'here 
g(J\'cmmcn{ employmcnl i.. IOlln! allr:tctivc 
than pfivalc St;Clor jnh:-.. 

Americans wbo ha.. epai.JaH (bdr ·.~orl(­
ing lives for heaJlh l,;o....eragcdi'\C{lvt:r tbeir 


. insurer will IIGl CQ"Cf the calC tJIC)' need, 

Even worse. a!ter 20 year;. on lJIe job, 

American sreceive pink slipsand mu~t face . 
a new health care phenomenon during (heir 
jot: bum: prc-cxisling·[1lcdical conditions. 

Smallbu~inesse... -ourgr~teS[ hope for 
nelll jobs -- are particularly vulnerable in 
(O(Jay's he<tlth care marketplace. TIley ap­
proach a shrinkin~ number ofinsl)fcrs wbo 
lllier co\'e:agt: al roipidI~ rising r.lle~. To­
Wty.tl1C .imbedded COSt or hearth c,re i\ a 
hilger barrier 10 C...·')1I0mIC e.xpiUl~iclI than 
la~es. Unlike I.IXC!'. bealtb fJr~ C!};,IS ('.)11­

rilluc (IJ'ris:: i IIdqxtldCIIC 01 int'<lIl1(" 

OUlmgcs dOll', Clul wilhohrairung hcah.h 
imunulcc. Was{c is clldl·mi...· Wc,'fellt! 
[ellS of hilliolls nr LOlbr:; '.m p;.1JX:f'.~tlrk in 
all effort !O find Ihird-party payers and 
coHect payments. Govemmem.nnanced 
programs encollrage unnecessary ;If()t.;c­
dure!.. Bills ioe ser .... ices rendereu are 
.,hockingly Out I)f pm rnr'llflII (0 Illt: ·.alu~· of 
C:If," r."·· .. ·~·j \: .... 

~~raiil{;d :.l(:M.:tor'pILicnl rcli1!i{}ilShip~, 
"Ici;\n-s l)f:ICIK:{! in fear of cm.;ly :mdp:::...:· 
ti~o:: !',UiLI, whih; ]',niCIl1:-. b~c C()!lI:~h:IICC :1, 

111<:1r thi.:mrs· jllllg,lnCII\ Both rl;lrllC~ IO~.l:. 
"dlilc Ct'~t" :lfl:' uriven 11(1 ':)\, U!illcccssar: 
proc~dun:s. 	 . 

Bcalt:l catc rdor:.r. st.ollid r.<; lUi)r:; :L.III 
all t;Hor. <~I :,olvc lhC$t:: [Jrohl':ln~. It "huuhl 
be pa:l of an effort to COOSlJUCI 3 ~',.\. 
Amcric;m safctym.:t IhM m!."Cls!he change;l 
nccd~ u' workers in the illfurmalloll age. 

In U1C il1~lIstriai ;tge, a Job ...(0' OftCll 

lasted ;\ lifctijn(. TIll! 1fJ(!j[ urg~nl :ioc!al 
COIlC<.:nJ W<I.\.t:!lI; lJu;;hly n! 11ft: ah:i I'cI:rc· 
mell!. 'lllUS. tht: ~Jc,y 11<:( IHO''-I.lkd pHII.X· 

lion for me lWO large:;! (c:ar~ nf Ih: dtlt!rJ),. 

non· wQddng populmiul:: meomc !!lamt,;· 
mmce mIl11~;Jldl e<trC . 

. In t.h~ infcmiatioll ;Jg~. JOl) ~l"~:ln;: 1".1 
fading Itlemory. Emrlo~l:r:.. "rl·.lg[:;.I.:: ;t,. 

mainL'l1l :t CIlI!IXlHiVL: cJg..: 1II ;111 ~1I;;em;!· 
'titl!!a] l!1arketpLKC. an: cilhc-r dllm~ In,,::.: 
w(lrk \\'1':11 the :oi'un>: OIUI:Ir.C; 'Ill cmrhl:..';;. 
or arc cmplc·ying letnptir:u'). cuii:rau h:':lp 
Ernplo;'ccs wno do cre;cc !lew jobs oneil 
can no longer:afford 10 cfr!!r bendilS Onlli 
38 perCCnlofallncV;· jotJs ill America cnlr~ 
wiln I'::all!l care ocncfit<;.: (~ 1"lC'(~11I pr(:·. 
vide p.:lt-sioll hc!1~fjlS . 

[n ttl: miofln.;u~~n agl. ·':":urkl·:' 1:1(", ~I':­
quire heal:h care digil>ilily.t_ ;I;':l'n,,~ql:'; Ie.·;: 

of t.JCing ,<\mnlGlfl. not ,'" ;1";OIl~qUC!lCt.: ill 

I 
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"mp!oyrncnI sums, Ho','\:cver, ""hile I ba'v'e 
broke;! !.t,e link b.!fWeer, eligibility and e:n· 
~Joyment, I still believe emplo~'ers should 
r2~ a :ole in beaJt11 care. Heall11 care WI 
cQ!llime 10 be emp[oymeot·ba.<.ed. and, in 
;,ddiLioclIO mro-jng a fir2ncial contribution. 
emp;~::rs. can ~till make imponam deci· 
sions .alxml heaith care 

I fa"or refor:n lhat declares every Amer­
!can - noy,· free of the iear and doubt .ofnot 
being covered - mUSI have a stake in 
rr..?.king pa}nt!!ms and controlling costs. 
The good old m~s (fedle fortunate fewi of 
nm n8\·tng [0 worry about paying the bills 
bec.ause "~om'!one elso!" is picldng up tbe 
1.1b moster.d. [favor having An'.ericanspay 
p:-~mi!J.r.l!. into a stale-basea plan or pur­
chasillg cooperative. If economic inceo­
Ii ...es Me nO[ disLOrtedby !.be Ia). code, v.eU· 
intended politician!;. ,)r corpcrare exccu· 
tives..lhe market can belp comroJ costs. 

T~3YQr refonn which. emphasizes hea.llb 
ra':bei th:ill h2.l1h care. By' ,::stablisbing 

research priorities, developing payment 
Cor:mulas, promul&ating practice guide­
lines. assisting professionai :rainIng. dis­
:SeIDina!inginfonnation on bealt!1 care 
q~ality.· and o..!'1eloping in';eTllives 

.. mrO[lghOUllJ\f. faX 5ystem, govemmem can 
emure thai public health ix.com..!S tle pt­
mary focus of our health cae s)·!;tem. 

rfavor creating aReallb Care Pre"enllon 
AocQuf!l (0 be used for community-based 
efforts to illprove me health of the Ameri­
can people. 

I favor lite creation ofa I13tionaJ l>Jaro m 
determine a starll1uo !jet of benefitS. The . 
benefit package will be unifonn across the 
c(untry and wl\l rover all Americans, in~ 
dllding Members of COlltress. Subsidies 
will be paid directly to me stale purchasing 
cooperatives. Fee schedules and payment 
to providtrs will be deter:mined by self: 
regulating negotiation between State-based 
payment corporations and .pro~·iders. 
payers, and ell!!epreneurs who deliver 

and manage high-quality. low-cost care. 
I favor natiooal stand3rds. benefits. and . 

simplifiedreporJng fonns, but Idono! ra,,'oc 
federalizing me system, MediC1id· would 
.disapp"'.aT. :"1txl~e mm.t be included In the 
sy!'.lem, ano eligible veterans could choese 
between Veter:JfI$ Athninisl.l'<IUoD ho.'>pital.~ 
or priv31e t,olipita..l~ for (leir UI.rl:, 
. 1favor a financiogsystem wbio:ll is direct 
and disciplined. As a fust step t1ntl a fOU.l­

danon ;orrulY legislation. I pmpose Ihal we 
establish a Federal Ur,il3ry Health CilrC 
Trust Fund. similar (0 lJIe Social Sec\lril)' 
Trust Fund. 

ThisHealth Care Trust rum' would co','­
'cr aU federal spending ror heallb serviccs. 
includ:ng Medicare. Medicaid. VA. Ibe 
Department oC Defense health progr31lls. 
and the Federal Employ..:cs H~lll.h Bencfits 
Program. in ai1dilion, me Im:;.t fund would 
also cover the research and infraSlJUClure 
in\'eslmcnts funded urolJgh the NaliollaJ 
·lnstitutes of I-Jeall.h. I11eCenlcrsfoT Dise:Jse 

Control. and other ilfblic health scr1."i·;::c 
proSram~. Congres.s '.I:ould b-.! I;equi:rtoi,.~ 
dcdlc31e ~ufflCienll.UeS to pay for an au· 
thorized or appropri:ued i:x~r.dilure,. 

The Trusl Fund provides lhree nJa)or 
benefitS 10 :he gO'v·~rlUneJl(. firsL :iscil 
ch~IY i~csubhs.hed. What ttk! goverl1n~e"l 
is. paYlng for and wh~re die f(rJds"re·~()m· 
ing fmin ate maded~ar. S(,(Olld, if rorces.:t 
\'igmous. o[lCn. and honesl dchmc 011 ap­
prnpriatl!IiIIllRcing ~OI,rcc.~. Tllird, it g\Jar· 
ame:esfis.cal discipline because delici[ Ij. 
naricing wO'lld 001 be atlow~ fo(ourmoSI 
rapidly growiog red~ral expelldlture. 

-::-0 illustr.llChow me system would ',"or:"::. 
I PIOf.<)5e lhal the fotiowing ('JITeltt s.oUn::c~ 
of cx.iSling revenuc be dcdicated to pay fo:­
the S18Sbillion ofbe:lllh GlfC ~pelldill!-! in 
Ihe currc!ll r,sc.~l year: . 

. ill llillhlro;; 
of DonaTI. 

Payr'oli ':;1X * SI)J X 
(t'.1editare Pan Al 

Insurance Premiums. l4.6 
(Medtcan: Pan B) 

E~isUlig::;:c;(.'i~c Ta.v,: Tot-xc;) ~.: 

Existing. Excise lax: Alcc·boJ 7.S 
lndi"viduil Incorrre Tax"" 135.3 
Corporare mcotn.! Tax·· 29.7 
Total. S2M.9 

. ~ 2.9~ 
'*27% of roml r}"\'C!l:Jes ~ont:el~lJ 

0-.l 
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;:';,:,1",./ I\',!cl:!i 1\I:;tlllll.:;ll'(; ~!>.:ndltl" '1' 
1'~.I.IIl:,t\·d 10/1;;,,'11 .\ 'I ~ 1111111111 whil..: !h\." ,,' 
tI,:dl(':I!t'd ~\ll1l\,'~ Ill' rC\,,'lItH: would V.IIIW 

10 S.IOl\ MlIlloo. 'nHJ~, COllgrc,~~ \\I()uid l:i 

Ih.;.r hll"~ I" <:.11 ~10 billiol1 OIl ~1)clldlJl).: III 

f:llSC S10 hlili{lll Ihroll~;h ncw laxc~. 
To :;hew how Ih£.: I kalth Tnl~1 Fund 

. would ct'lc\lur,1gc.a vigU1UUS aCid IlOneS! ,ll: 
. hale, 'will i!lu... U-dIC an aliernlllive financiflg 
sccrlatio ·lllalilind attractive: I would cn:lC( 
;\ pluglt.::.~ivt: C;;()lIhlJlllpUOJl IJ1X and iIlCr(~t.\\: 
wxcs Of) tobacco by 70 cell(.~ per CigilW1L: 

ra.;k, These (aXes would g~llcralc S120 l)iI· 
li,)!1 itlld :; 10 billion, 1'C~rx:ct.ivcl)l. 

I WOU Id ailocate tht: enlire ,lJIlOlHlI 10 

the Health Trust Fund, which would ell· 
able mt: to lower the existing hcaltn care 
payrolllilxcS (MediCare Pan A) 10 zero, 
Ulcrchy relieving employers of a sign iii: 

I favor national 
standards, benefits,' and 
simplified reporting 
forms, but I do not favor 
federalizing the system. 

ca.m !;jX burdell, 1 wQuld also reduce allo 
calc:1 individual inc6iTic laxj,!'~ hy 520 
billion and Cut Lhe denc!1 by :Ippn.lxi­
matel .. 520 billio!!. 

r;A;onornic aud eLhicaJC()I1(:l!rn~ an: lui \'. 
ing ttl.: engine (If hCallh CMe refoJ'm W~· 
have an opportunity!o design anew finane­
illg sy~lf.m 1M' mntrol~ CO$[$ while WI.' 

continue ll) have ule highest quality he.all.h 
CMC in l.ht world. We have aJ1 opponunit)· 

. (0 red~~igll tllis firum.:ing system ~o UMI 
Arnerit.:ans become health icr, 

Tolio it rigbt. we must insist !hat31lacccpl 
l.h(!Lr f:llr s/we or responsibiti[~·. Suh!;idicl'. 
will sometimes be unavoidahlc. Thc~ 
:>J16uld tit: !lIe exception lUlu !lol the ru Ie 

To (k' it li3ht. we ~hll uld IlN It)' IQ fn:;hi(\11 

a C(lali(IOn of iIltcrc~t £roups who wanll(l 
satisfy their impon..1nt but narrow n(;'ed~ 
Tl) d() j I rij.;ht. we m Ul'l lhink. al,,)ul all' 
AmcnC:IM, now and in !..he fUlllrc. To do it 
right ",iiI require \'isiOJl and IhOllghtiul. 
(i\c-:ful ',msiJI:!iHilll! 1,lf whill \\!.: .111,; dllillt-:. 
Most or all it wilt rt:4uirc lilt' <.:uumgc!!') 
enactl~gis:alinn which is ~HxxllOlJgh ('CO- . 
nOilli( llH;di~i!l4,: <Illd Hall!.: 1.(lllIl'ai.ihh: willi 
Our moml. principle.... . 

S~". Bob Kerre" (D-Nt'bl. a member of ttle 
Appropri.Hionl Committ~. made health 'a,~ 
",/orn:> " ''''Y pI.H,k jn hi~ "1.nEo,,,, cluM'n9 #1i, 
"H) It" ;I,~ ",esidNlli.,' ,)/''''; I'\,HIQIlI,hl YOil r 
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SENATOR BOB KERREY (D-NE) 

Senator Kerrey has displayed a keen interest in the area of health care refonn since first 

coming to the Senate and made health refonn one of the centerpieces of his presidential bid. 


In the last Congress, he introduced a comprehensive health refonn bill which is actually quite 
similar to the framework being developed by the Task Force. In the Kerrey bill, however, all 
businesses would be required to join state-run purchasing groups rather than privately-run 
groups. At his March 18th meeting with the First Lady, he was very complimentary about 
Ira's March 4 briefing for the Demoo;atic Senators. In a note to Senator Rockefeller, Kerrey 
wrote that he "likes what he is hearing out of the White House.". ' 

He has made financing a primary focus and advocates creating a health care trust fund run on 
a pay as you go basis. ,Sources of financing for his bill include: a payroll tax on employers . 

. and employees; current federal health spending except for Veterans (for whom he believes a 
separate system must be maintained); new taxes on cigarettes and liquor; taxes on Social 
Security benefits; and increasing income subject to tax as well as increaSIng the top rate. At 
his last ineeting with the First Lady he expressed interest in providing language to help sell 
the plan. 

Recent Developments: -.,Se.natqr Kerrey has recently circulated a proposal in the'Senate to 

create a trust fund which would account for all health expenditures inCluding the Federal 

Employee Health Benefit Package and NIH. He suggests proposing appropriate taxes 

designated for health care refonn before the introduc:tion of a comprehensive plan. 



