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"STATE OF ARKANSAS

OmCB OF THE GOYERNOR Bill Climvon
" Suue Copliol - Covernor
Linle Rook 7330

September 4, 1932

The Honorable David H. Pryor
United States Senate

367 Senate Ruspell Office Bullding
Washington, DC 20510-0402

Dear David:

I appreciate the time and effort you and others have gpent in
developing the legislation introduced by you and S8enator
Leahy which outlines a procese for asspisting states to plan
&nd implement state-based Comprehensive health care resform
efforts.

T@gﬁ“oqgﬁgtcg ghop"_concept for waiver approval outlined in
Your Dili will help SLates to truly Derioim the. lADOratory
func.icn in this Sreg af heplth care reform. ggmggﬁseek_xo '
desicn an overail system.of health care for all our natios
cIf3%e8E. " T appreciate the recognition tha bill gives as
well as your personal Btatements in recent weeks that the
first cholce for national health care reform is feor the
federal government to act, but in the interim this bill gives
states the needed process for moving ahead,

A ERPPQRL-your efforta in fhie hill toward moving us to a
,national solution and look forward to working withr wyou
further on thie critical area of healtkh care reform.

Sincerely,

<

Bill Clinton
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" THE NEW YORK TIMES, TUESDAY, JUNE 2,

Statés Seek Aid
For the Uninsured

DELEGATION of 14 governors went o the
A White House last week secking help for
clforts by states 1o bring health care lo
millions of uainsured Americans. Despalrhig of
oblaining nnljonal solutions en health care in the
election year politicat gridicck, the governors —— 9
Republicans and 3 Democrats — are trying to push
ahead on thelr own, -

The states reed Bush Admlnlslralwn support 1o
gel Congress 1o walve provisions of the Federal
Jaw thal exempts two-thirds of all buslsesses from
state {axes linked to henlih Insurance. Sell-insured
compaiiles invoke the Employee Retlrement In-

come Security Act, called Erise, to escape taxeson

Insurance premiums. They can alse refuse lo cou-
tribute lo state pools 1o jusure people vicwed as
poor risks.

But the Adfnlnlslratbn, heedmg the concerns s of

. busincss, reacted coolly to the governors. Although

most company execulives are upset about rapidly
risiug health costs, moany seil-insured companies
fear that thelr expenses could grow even moie il
they lost the Erlsa shield and had 1o compty with
health lusurance Jaws that vary across the coun-
Uy, Anil (he business lobbylsts contend that it
Congress waived even one provision, the locd
gatcs would op2a 1o demolishing the entire Erisa
siatute, which pmrec(s pensions.

’ ' e ¢ e

The states' concerns were helghtencd when a
Federal Judge In Newairk, clilng the Erlsa law,
recently invaildated the New Jersey switharge en
hospital bills. The surcharge snbsldlzed hasphal
costs of uninsured patlents.

Scoator Dave Durenberger, Rs.publlc’m ol Min-
nesola, sald the Newark suling, which New Jersey-.

‘is appealing, threatened o sabcxage anesula 's

1992

BuSineSS '. and Healtthllt F‘reuc;enheim

e ——— ¥ B = ;‘:

" Swan Goldenbery

plans for new taxes on hnspitals and doctors o help

provide health coverage lor the uninsured. The:

recent New York Incrcases in hospllal charges o
commercial health insurers .could also be chal
lenged, as could financing for expanded Medicaid
programs in many states.

Florida, Hawali, Orvegon and Verment, Hke Min-

_nesota, have pusted sweeping healii-care taws .

tat could be holbled ‘by the Eusa provisions,
Alicia Pelrine, a policy analyst wih the National
Governors Assoclation, snd. She said the gover-
nors of Colorado, Connecticat and Kentucky were
also concerned because they plamned wide-runging
health-care Jegistation this year.

The 14 governiors met with Samuel K. Skinner,
the Whitc House chict of stall, Roger B, Porier ainl

Clayton K. Yeutler, damnestic policy advisces, anl) . -

Gail k. Witensky, the seafor health-care adviser,
A numbcer of stalrs are also secking exemplions
from Medizaid ond Medlcare rules. Oregon, . fur
example, has been waiting for yearsfor a Medicald
watver [o fet e state sct peioriiies in covering
certnin lypes of patenis ond Hilnesses The Admin-

Istratfon Is expecied W anncunce o dct:lsn)n o, lho .

" Oregon request this summmer... -

The goveruors aswociation is working with My,
Durvenberger and with two Demacrats, Senators
David H. Pyyor of Arkansas and Polrick J. Leahy

“of Vevmoit, un bills that would allow slales to

_ apply {or waivers frem cerlabn Erisua restelclinns

for pregriuns lo incrzase access 1o health cate.

The Admisistration dues support measures to
speed decislons on requesis Tor Medicald and
Moed:care waivers, which sonetimes longuish In
the pipcline for thre: or four years. And It slso
supports a proposal, sponsored by Scnitor Daiel
Patrch Moyniban, Demecrul of New York, oud
Scnator Durenberger, to let siates place Medicaid
paticuts I» HM.O's or physician netwarks without
special Federal permission. :

Bul Administration officials said they oppmcd
granitng Lrisa walvers, unless states agreed 1o
reduce taxes on insurance premiums;. elimivate
taws that mandate coverage ‘or hundieds of spe-
cilic health-cave servizes, and pul people into knge
purckasing proups, which could foice hospllals and
ductors Lo recuce their charpes.

* L4 L]

The Pryoi-Leaby bill would desl whh some of
these concerns by exempting “multistote” bast-
nesses o states wherethey have dozens sf emplay-
ces — J-they affeved a package of heaith benelits
cqulvaient to $2.500 a yonr Tar cach fomily covescd
and $1,256@ for single canployees. Chrlstopher Jen-
nings, o Pryor legislative alde, said: “The siales
could develup a mininum package of benefits. Bul
all the ‘puod guy” nwlilstate eaiployers would ot
have tp deal with 8.

The Durcuberger walver proposal would permit
the Secretary of Labm to gramt “Nynlted exemp-
tlons wnder FErisn.”” Under this appicach, sclf-
Insurcd cwmployers would poy state Insurance tux-
es aad athier fees, bud they would stll be eucmptrd
frow mandated state beneflts,

Dr. Wilenshy sakl the Administration was’ seri-
nus abaut trying o deat with ot teast seme of the
guvernors’ coucerns. "We really like the slae
Innovations amd flexibfhy,” she sald. But White
House ofiiclals made Ht clear that the Administra-

- T ks

tion was not remdy for Felsa law waivess.

ANETOFE DO L a1
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S. 3180, THE STATE CARE ACT QF 1992
SUMMARY OP MAJOR PROVISIONS

Establishment of State Care Demonstration Projects

*

The bill establishes a federal Commission to consider
State applications for S5-year waivers of specified
provisions of Medicare, Medicaid and ERISA law to allow
States to implement state-wide, comprehensive health
care reform initiatives meeting certain criteria.

The Commission provides for timely approval of
demonstration projects, oversees implementation, and
has the authority to revoke waivers. and terminate
demonstrations for good cause.

Demonstrations are limited to 10 states.

The Commission is authorized te provide implementetion
grants of up to $§2 mlilliicn to each approved State.

The Commission consists of the Secretary of Health and
Human Services, the Eecretary of Labor, and 11 members
appcinted by the President and confirmed by the Senate.

Requirements of State Plans

In order to cbtain Medicare, Medicaid and ERISA waivers, a
state must:

*

demonstrate that by the end of the five-year period,
the percentage of the insured has increased to at least
95% ¢f the pcpulation OR the insured population has
increased by 10 percentage pcints. (The 10 percentage
point increase clause is designed to be fairer to
gtates with higher numbers of uninsured.) With either
goal, coverage for children must increase at an equal

rate.

demonstrate that health care inflation within the State
dnes not exceed the averagse annual percentage increase
in the gross domestic product plus 3.7% for 1994, 2.7%
for 1985, 1.7% for 1296, .7% for 1997, and for each
year thexeaftcr, ( pesrcentage points. '

develop a common benefit package which is at least
equal to one of two benefi: packages centained in
Senator Bentsen’'s small group insurance reform biil.

demonstrate that the project will be federal cost-
neutral over the five-year pariod.
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Waiver Anthority .

States that meet the above c¢riteria would be eligible for
the following waivers:

Medicaid. Waiver authority allows states to include
Medicaid beneficiaries and Medicaid payment systems in
plans to restructure health care finance and service
delivery systems.

Protections for Medicaid Beneficiaries. States must
provide mendatory Medicaid services to all groups
current law requires States to serve. States must
maintain safaguards currently specified in the Medicaid

rogram {including procedures sufficient to ensure the
high gquality and availability of care) to protecect the
health and welfare of Medicaid recipients.

Medicare. Waiver authority is very limited with
respect to Medicare. The bill gives states the ability
to lnciude Medicare in all-pa{or negotiated rate
systeme for hospitals. Benefits to Medicare
beneficiaries cannot be diminished.

" ERTSA. Waiver authority has been crafted narrowly to
- recognize the concerns of business and labor.

* Allows states to collect assessments Lrom ERISA
plans. States are prohibited from singling-out ERISA
plans for assessment. The provision enables states to
broaden their current funding base to support health-
relared initiatives, such as risk pools for the
uninsured. '

* Allowe states to establish a standard health benefit
package for employers in the state. BKowever, employers
with self-funded health benefit plans could deviate
from the standard benefit package if the employer
offers a health benefit plan with henefits equal to an
adjusted $1,250 per individual and $2,500 per family.
The provision enables states to establish a minimum set
of health benefits for its residents.

* Allows states to develop common administrative
procedures. The provision enables states to reguire
both health insurers and ERISA plans to use the same
procedures and processes in the areas of claims
processing and quality assurance.

* Allows states to establish a negotiated system of
hospital or other provider reimbursement rates to ke
used by both health insuxers and ERISA plans.

R e oo
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Senate

Mr. PRYOKR. Mr. Prssident, today !
am pleased to join my friend and es-
teemed colleague from Vermont, Sen-
ator LEARY, in introducing legisiation
to provide needed flexibility to Statss
which are committed to comprehen-
sively reforming their health care sys-

tems. We are honored to be joined in

this effort by the majority laader, Sen-
ator ROCKEFELLER, Senator RIBGLE.
Sanator CHAFEE, Senator DANFORTH.
Senator KERREY, Senator WELLYTCHE,
Sanator ADAMS, Senator ARAXA, Sen-
ator DINGAMAN, Senator ORAHAM, Sen-
ator INOUYR, and Senator JEFFORDS.
Mr. President, everyone of us in this
body i8 struggling to find a workable
solution to tha overwhelming health
care chaliengss that confront our Na-

tion. No one is satiafied with, or ac-
cepting of, the atatus quo. .

There is8 no question that we must
find a way to achieve nation-wide,
comprehensive reform of our healih
care rystem. Following Senator Mrrca-
ELL's lead. 1 remain committed to de-
veloping and passing & workable and
comprehensive national haalth care re-
form initiative at the earliest posaible
momant.

Unfortunately, to date, we have mnot
been able to achiave consensus on a
comprehensive health care reform
package that the President will sign
into law. It i8 fascinating to note, how-
ever, that there 1s a commorn thread
that runs throughout virtually every
significant health care reform proposal
before us. Despite the differing and nu-
merona alternative anproachea  every
proposal provides for a significant
amount of State flexibility and respon-
sibility. This 1s the case with the
Mitchell/ Kennedy/ Rockefeller/ Riegle
bill; it 18 the case with Senator
KErrEY's Ulll; it is the case with Scn-
ator WELLSTONE's bill; and it {8 the
case with the Renublican Heaith Care
Task Force bill, whose primary author
is the chatrman of the task force, Sen-
ator CHarEE. I am pleased to say that
every one of the primary sponsors of
these bills is joining with Senator
LEaHY and me {n {atroducing our legis-
lation today. .

Why 18 it tbat the major health cure

initi{atives emerging from both eidaes ¢ f
the aigls all asavra a significant State.
role? 1 believe the answer i8 twofold.
First, all of us want to ensure that our
health care system is more accountabls
and responsive to local desires &nd
needs. Second, and probably at least as
important, it is because the States and
their Governors have been the ones
who bave succeeded in progressing
from talking about the problem to ac-
tually acting to solve it. In fact, more
than 15 States are working on massive
aystem-wide restyucturing. At least
four States have actually passed legis-
lation that begins to implement mas-
sive overhauls of their health care sys-
tems.

Unlike the Federal Government,
these States have sought and, to the
extent possibie, achleved consensus
within their own Dborders. These
achievements were not accomplished
without controversy. They were also
not achieved without political risk,
leadership, ard courage. Most impor-
tantly, though. they were achieved.

Unfortunately, according to a June
1992 Censeral Accounting Office report,
many if not all of the State health care
reform {nitiatives cannot be success-
fully implemented without the removal
of certaln Federal statutory barriers.
In effect, thervfore, our Federal inac-
tion is not the only barrier to provid-
ing affordable heaith care to our citi-
zens, current Federal law actually pro-
vides a significant roadblock a8 well.

The purposs of Lhe legislation we are
introducing todsy is to remove those
roadblocks for SBtates that are commit-

ted to overhauling their health care de-
livery systems. Through & new Federal
coinmiasion, our bill sets up a stream-
lined. “‘one-stop-shop” waiver approval
process that provides narrowly crafted,
but important, walvers from Medicare,
Medicald, and the Employes Retire-
ment Income Security Act [ERISA).
These waivers are absolutely necessary
to the success of state-based com-
prehensive health care reform efforts.
To be eligible to receive the waivers.
States must submit 2 plan to the Com-
mission that is comprehensive, and
meets stTong access, coat-contrinment,
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and qualilty assurance criteria. States
also must continue to provide Medicare
services to the Medicare populaetion
and federally-mandated Medicaid serv-
ices to Medi~ald recipients.

Mr. President, we have worked for
months with represantatives of con-
sumers, States, small and large bduei-
nesses, and many others in developing
this legisiation. While our bill is not
flawless, we believe it moves a long
way toward striking a fair and reason-
able balance between interested par-
ties. Having said this, as we have been
in the months prior to toeday’s intro-
duction, we remasin open to construc-
tive suggestions. In fact, we sincerely
hope that our introduction of this bill
will be teken as an open invitation for
comments and suggested Improve-
mentas.

To further the debate on this issue, [
arm particularly pleased that the chalr-
man of the Finance Commitiee, Sen-
ator BENTSEN, {8 planning on holding a
hearing On State-based health care re-
form initlatives in September. I would
1iks to take thie opportunity to thank
Senalor BuNTSRN and his staff for the
encouragement and tachnical suppor:
they hsave given me and my staff
throughout the development of this
biil.

Mr. President, there {3 no question
that there will be those who will op-
pose thie effort. They will cite a num-
ber of reasons. but 1 {ear the real rea-
son {8 that their asecond cholce for
health cure reform is to do nothing. ]
do not belleve we can accept or con-
done this position.

Ths first cholce for restiucturing cur
health cars svstem, including the first
cholce of almost every Governor, is
that the Federal Government meet the
need for national comprehensive re-
form. However, if & divided Govern-
ment enrures that we cannot gain con-
sensus on the national reforma we so
desperately need, ws simply cannot
continue to hold the States hostage to
our gridiock. :

Mr. Prosldent, it is essential to re-
member, though, that this bill can, in
BUNIG respeCls, WOIK Out as being the
first choice c¢f practically everyone,
First, it can work to fiil in some of the
detalle of the previously introduced na-
tionally, comprehensive initiatives.
Second, walvers are not granted in any
case unless the State-based effort is
comprehensive in nature. Finally,
while holding the States accountadle

for comprehensive, affordable, quellty,
accessible hoalth care, it does not di-
rect the States as to how they musl
achieve these criteria. In other words,
advocates of single-payer approaches,
of employer-based ap--
proaches, and advocates of everything

around and betwesn might well see
their approach embodied in one Of the
States' comprehensive efforts.

Mr. President, regardless of the ap-
preach, I cannot snd 1 will not con-
tinue to look {nto the eyes of the Gov-
ernors committed to comprehensive
health care reforms and say. ‘‘Sorry.
because we don't have a national solu-
tion, there can be no solution.” If an
individual State can come up with &
program that assures access to quality,
affordable health care to Its citizens,
who are we 20 stand in the way?

I have long felt that we, as represent-
atives of the Federnl Governmant, are
all-too-frequently negative and overly
paternalistic to State-born reform ini-
tiatives on almost any 1ssue. Some-
times it seems that if the idea isn't
ours, we alwaye find a way to show
that 1t somehow 1sn't good enough.
Well, when it comss to health care rs-
forrm, at least to date, we have nct
come up with anything better than
what many of the States are offering.
To the contrary, we have a8 yet to
produce anything mpproximating com-
prehensive reform.

There {8 broad-based and bipartisan
support for this important initjative. I
am particularly pleased to report that,
despite the fact that the Governor--
ltke everyone else—--wers forced to com-
promise on many lsxues of {mportance
to them, the Natiune] Governore’ Asso-
clation [NGA] has indicated its support
of this bill. I wonld like to thank the
NGA, as well as the Democratic Qov-
erncrs’ Association, for their thought-
ful and constructive suggeations.

Many other organizations, in particu-
lar, Families USA, have alaop been ox-
tremely helnful. I look forward to
working with all interested parties to
assure we have the strongeat package
poasible.

I om also extremely pleased {0 not=
that Congressman WYDEN has already
indicated his desirs for introducicg the
companion legislation on the House
side. Although not cosponsoring this
legislatiun today, I would aiso like to
thank Scnetor DUREMBERGER for bis in-
tarest and support of many of the con-
cepts outlined in this legislation. Sen-
ator Lrary and 1 are very encouraged
by thexe developments. I urge ail of our
colleagus to join Senator LEARY, Con-
gressman WYnDeN, and rme in our efforts
to help the State help thelr, and our,
constituents.

Finally, Mr. President, I would like
to take one moment to say what an
honor and a privilege it has bsen to
work with Senator LEARY and his fine
staff on this bill. Today's introduction
of our bill represents & vindication for
his efforta and his commitment to
charge and restructurs our health care
systerm.
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'STATE OF ARKANSAS

OFFICE OF THE GOVERNOR Bill Clinton
Swaza Capliol Governor
Linie Rock 7330]

September 4, 1932

The Honorable Devid H. Pryor
United States Senate

267 Senate Rusmmell Office Bullding
Washington, DC 20510-0402

Dear David:

I appreciate the time and effort you ard others have gpent in
developing the legislation introduced by you and Senator
Leahy which outlines a proceseg for asgisting states to plan
and implement stete-based comprehensive health care reform
efforts.

The 'one-stop-ghop' concept for walver approval outlined in
your BIiTY will help states fo twuly perform the laborafory
funccion in this arca of_bealth care reform as we seek LO
design an overall gystem.of health.care for.all our nation!s
cItTZéns. I appreciate the recognition ths bill gives as
wall as your persopal statements in recent weeks that the
first choice for national health cere reform is fer the
federal government to act, but in the interim this bill gives
states the needed process for moving ahead,

L. suppext-yonr efforrg in this hill toward moving us to a
national solution and look forward to working witl you
further oo this critical area of health care reform.

Sincerely,
'

B

Bill Clinton
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S. 3180, THE STATE CARE ACT OF 1992
SUMMARY OF MAJOR FROVISIONS

Establishment of State Care Demonstration Prajects

*

The bill establishes a federal Commisgion to consider
State applications for S5-year waivers of specified
provisions of Medicare, Medicaid and ERISA law to allow
States to implement state-wide, comprehensive health
care reform initiatives meeting certain criteria.

The Commission provides for timely approval of
demonstration precjects, oversees implementation, and
hae the authority to revoke waivers and terminate
demonstrations for good cause.

Demonstrations are limited to 10 states,.

The Commigsion is authorized to provide implementation
grants of up to $2 milllion to mach approved State.

The Commission consists of the Secretary of Health and
Human Services, the Eecretary of Labor, and 11 members
appointed by the President and confirmed by the Senate.

Requirements of State Plans

In order to cbtain Medicare, Medicaid and ERISA waivers, a
state must: '

*

demonstrate that by the end of the five-year peried,
the percentage of the insured has increased to at least
95% of the population OR the insured population has
increased by 10 percentage pcints. (The 10 percentage
point increase clause is designed to be fairer to
etates with higher numbers of uninsured.) With either
goal, coverage for children must increase at an equal
rate,

demonstrate that health cars inflation within the State
does no% exceed the avarage annual percentage increase
in the gross domestic product plus 3.7% for 1994, 2.7%
for 1995, 1.7% for 1296, .7% for 1997, and for each
year thereaftcr, C percentage points.

develop a common benefit package which is at least
equal to one of two benefit packages contained in
Senator Bentsen’s small group insurance reform bill.

demonstrate that the project wilill be federal cost-
neutral over the five-year pericd.
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Waiver Anthority .

States that meet the above criteria would be eligible for
the following waivers: ‘

Medicaid. Waiver authority allows states to include
Medicaid beneficiaries and Medicaid payment systems in
plans to restructure health care finance and service
delivery systems,

Protections for Medicaid Beneficiaries. States must
rrovide mendatory Medicaid services to all groups
current law requires States to serve. States must
maintain safequards currently specified in the Medicaid
program (including procedures sufficient to ensure the
high quality and availability of care) to protect the
hesalth and welfare of Medicaid recipients.

Medicare. Waiver authority is very limited with
respect to Medicare. The bill gives states the ability
to include Medicare in all-payor negotiated rate
systeme for hospitals. Benefits to Medicare
beneficiaries cannot be diminished.

FRISA. Waiver authority has been crafted narrowly to
recognize the concerns ol business and labor.

* Allows states to collect assessments from ERISA
plans. States are prohibited from singling-out ERISA
prlans for assessment. The provision enables states to
broaden their current funding base to support health-
related initiatives, such as risk pools for the
uninsured.

* Allows states to establish a standard health benefit
package for employers in the state. However, emplovers
with self-funded health benefit plans could deviate
from the standard benefit package if the employer
offers a health benefit plan with henafits equal to an
adjusted $1,250 per individual and $2,500 per family.
The provision enables states to establish a minimum set
of health benefitz for its residents.

* Allows states to develop common administrative
procedures. The provision enables states to reguire
both health insurers and ERISA plans to use the same
procedures and processes in the areas of claims
processing and quality assurance.

* Allows states to establish a negotiated system of
hospital or other provider reimbursement rates to te
used by both health insurers and ERISA plans.
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Mr PRYOR Mr. President today I
am pleased to join my friend and es-

 tesmed. colleague from Vermont, Sen-

ator LBAHY, {n introducing legislation

to provlde needed flexibility to States

“which ‘are committed to comprehen-
8sively raforming their health care sya-
tems. We are honored to be jolned in
this effort by the majority leader, Sen-
ator ROGKEFELLER.
Sanator CMI-'EE,
Sepator KERREY, Senator WELLSTCHE,
Sonator ADAMS, Senator AKAKA, Sen-
ator BDINGAMAN, Seaator Gum Sen-
ator INGUYE, and Senator JKFFORDS.
Mr. President, everyone of us in this

.tton. No one is satisfled wit:h or ac-
cepting of, the status quo. :

There 18 no question that ‘we must
. find & way to achieve nation-wide,

' comprehensive reform of our health

care system. Following Senator MITCH-

o ELL's lead, I remain ‘committed to de-

veloping ‘and passing a workable and
' comprehenaive ‘national health care re-

’. - form initiative at the earliest poeaible

‘moment.

Unfortum&ely. to da.ce, we have not .
" .been able to achieve consensus on a

‘comprehenstve health care reform
package that the President will sign
into law. It 18 fascinating to note, how-

' ever, that thero is a commorn thread

" that runps throughout virtually every
‘significant health care reform proposal
before us. Despit:e the. dlffering and nu-

;_,_rnarnna a!uamaﬂva anmarhpa _everv .

',propoeal prov‘ldea for a significa.nt
amount-of-State ﬂexibmcy and. respen-
sibility. This {s the case " with the

3 ‘\'1trhell/ Kennedy/ Rockefellerl Riegle

B bill; 1t 18 the case with ' Senator

‘ - KBRREY's Uill; it is the case with Sen*

ator WELLSTONE's bill; and ‘it is the

" case with the Republican Bealth Care.

Task Force bill, whose primary authcr
is the chairman of the task force, Sen-
.ator CHaFEE. I am pleased to say that
. -every’ one of .the primary sponsors of
.these btils 18 joining with
LEAHY and me in introducing our 3erris-
lation today. -
' Wh.y 18 it theLC the major health cu.re

ATt t s

Senator RIEGLE, .
Senator DANFORTH.

body 18: Btruggling to.find & workable.
' golution ' to.tha" ovarwhelmtng health ;tems

care chalienges that confront our Na ~

*nitiatives emerging rrom both eidas o
the aigle all asanra a gignificant State.
role? I believe the answer is twofold

First, all of us waat to ensure that our~‘
health care system 18 more aﬂcount.able .
and responsive to local desires and

‘needs. Second, and probably at least.as
- 1mport&nt it is because the States and

their Governors have been the omnes
who have succeedad in pmgressing'z‘

from talking about the problem’ to.ac- ..

tually acting to solve it. In fact, more

than 15 States are working on massive. . - )
system-wide restructuring. At least.. -
four States have actually passed lag}ig‘7;A..f s

lation that begins to implement mas-
sive overhauls of thelr health care gys-

Unlike the Federal Governme‘nt. '
these States have sought and, to the-
extent possible, achieved consensus - .
within their own borders.

without controversy. They were also

not achieved without political riak

leadership, and courage. Most impor-» ‘
tantly, though, they were achieved.' .
Unfortunately, saccording to a June -

1993 Genseral Acocounting Office report, . -
‘many if not all of the State health care

reform initiatives cannot be success-
fully implemented without the removal

of certaln Federal statutory barriers.

In eﬁect therefore, cur Federal insac- -
tion is not the only barrier to provid-'
ing afiordable health cars to our citi-

zens; current Federal law actually pro-.

vides a significant roadblock as well.:
“The purposs of tie legislation we are .
introducing today is to remove t,hose} :

Ne119.

‘ These =
achievements were not accomplished .

imadhlockn for States that are, commn-
‘ted to overhauling their: healch c.a.re de— ‘:

livery systems. ‘Through a new Fedemlh,ﬁ
coinmission, our bill sets up a stream-
1ined, “‘one-stop-shop' waiver approval
process that provides narrowly crafted,
but important, wajvers from Medicare,

‘Medicaid, and the Employee Retire- . :

ment Income Security Act [ERISA]}. -

These walvers are absolutely necessary . .
state-based .com-. .
- prebensive health ‘care reform efforts. . . .
Senator

to- the  success of
To be eligible to receive the waivers.

misasfon that 18 comprehensive, . a.nd

_ meet.s st,rong accesa. coatruonnainment

States must submit a plan to the Com-
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a.nd qumity assurance criteria St.a.tes{»ﬂ
L also ‘must continue to provide Medicare -

+©  .services to. the. Medicare population:
‘' and federally-mandated: Medica.id serv- “

ices to Medicald reciplents. . .

Mr. Presl&ent we. have worked tor'
months ‘' with representatives of .con--

sumers, States, amall and large busi-
unesses, and many others in developing

this legisiation. While our bill is not -

- flawless, we believe it moves a long

way toward striking a fair and reason-
~ able balance between interested par-
ties. Having sald this, a8 we -have been

in the months prior to today’s intro-

duction, we remain open to coustruc-

. tive suggestions. In fact, we sincerely
. 'hope that our introduction of this bill
will be teken as an’ open 1nvita.c!on for
comments and sug?eeted m prove-
ments.

- .'To further ‘the debata on this 1ssue I
" am particularly pleased that the chalr-

man_of the Finance- Committee, Sen-

. -ator BENTSEN, i{s planning on holding a

: hea.ring on Scate-based health care re-.

~ form {nitlatives in September. I would
like to t‘.ake ‘thig. opportunity to thank

" Senator BENTSEN and his staff for the
- encouragement and technical support

they havs ¢iven me and my staff
-~ throughout the- development of “this
‘ ’bill

' Mr.. President, there i3 no queation

~that there wlll be those who will op-

.'pose thie effort. Thecy will cite a num-

ber of reasons, but I fear the real rea- -

.8on 18 that their asecond cholce for
health. care reform is to do nothing. 1

"do not belleve we can accept or con«f~ : "
) - ful and constructive suggestions.

" done this position.

. Tha first choloe for resti ucturing cur
“health cars system; {ncluding the first
~‘choice of almost every Governor, is
‘that the Federal ‘Government meet the

-need for national comprehensive re-

fcrm However, if & divided Govern-

ment enfrures that ws cannot ga.in con-‘

" ‘sensus on the national reforms we so

‘desperately need, we simply cannot
- continue to hold the'. Sta.tes hostage to
ourgridlock..

Mr. Prmident Am is eaoent.iml bo re»‘

; fmamber. uuuhgh.;uhat this bill can. in

TaunieTTEsPULTE WOTK OUL a8 "DeIng "Lhe "

e —— T e R 0 GO of pra.c,tically ‘everyone,
Pirst. it can work to fill insome of the

detalle of the previously introduced na-
ktiona.ny. ) comprehenaive nitiatives.
‘Sacond, waivers are not granted in any

“case unless the State:based effort is

comprehensive {n nature. Finally,

while holding the StaLen accounta.bla .

for comprahenaive. a!fordahle, que.lit,y
- accessible hoalth ca.re. it does not di-

rect 'the States as 'to "how they must
; ,Aa.chieva thess' criteria. In other words,
advocates of single—pa.yer approaches,
advocates .of employer-based ap--
pma.chee, and :uivoca.tea of everythtng

'Hke everyone elao—--wers forced to com

8}'8&8171}

o st daaipae eGSR A SR

;around a.nd between:might well ‘gee
thelir approa,ch ambodied in’ one_ ar t.he .

,’-;Stabas compreh»ansiveferforts ol
Mr. Preaidenc rega.rdleas of - t.he ap-

preach, I ‘cannot and 1 will not :con- )
tinue to look" into the eyes of the Gov-

ernors committed to comprehensive " ;

health care reforma and say,; “Sorry

because we don’t have a national solu- .

tion, there can be no solution.” If an
individual State can come: up with G
program that assures access to quality,
‘affordable healtlh care to ita citizens. -

‘who are wa ¢o stand in the way? R

all-too-frequently negative and overly'?

paternalistic to State-born reform ini-

tiatives on almost any I1ssue. Some-.

times it seems that if the idea isn't .

ours, we alwaye find a way to show
that it somehow isn't good enough..

Well, when it comas to health care re-.
at least to date, we have pct .
come up with zmvthing better .than.
what many of the Statcs are offering.

form,

To the contrary, we have as Vet r.o-.._
produca anything . gproximatlng com- -
prehensive reform. ‘

There {8 broad- based a.nd bipa:ttsgn{:,vz S

support for this important Initlative, I
am particularly plesasad to report. that
‘despite the. fact that the Goveq 2

promise on many issues of Importance

to them, the Natlunel Governers Aa&o L

clation [NGA} has tndicated its aupport ‘
of this bill. I would like to thank the:

'NGA, as well ag the Democratic Qov- ... |

ernors’ Association, for their thought-

~ Many other organizations, in particu-
lar,

tremely  helpful. I look

‘assure we have the strongest paf'ka
poasible. ‘

1 om also extremely pleased to not;r‘ L
that Congressman WYDEN has a.lraad_. S
{ndicated his desirs for introducing the -

companion legislation on. the House

side. Although not cosponaoring this .

legislatiun teday, I would ai80 l1ke to.
‘thank Scnater DURE}'BERGE:R for bis in--
CerEEL BN EUPTOTT Of TARY (O tRe Con.
oepts outlined in this legislation: Sen
ator LraHy and I aro very oncouraged'“

by these duvelopmems I urge aill of our

icolle&gve to join Senator LEAHY, Con:
gressman WYDEN. ancd roe in our efforts
to help the &omte help thair .and our; T

cons titu ents.

to take one moment to Bay what an
‘honor and & privilege it has: boan to.
work with Senator LEAHY and his fine

staff on this bdill. Today's inr,roducriong;ﬂf -
of our bill represents a vindication.for. = ..

‘hig efforts and his commitment’ Lo’
charge and restrucbure our headth ca.re

I have long felt that we, a8 represent: P
atives of the Federsl Government, are L

Famillies USA, have also been-ex-
forward to. ' ..
working with all interested parties:to.

Finally Mr. Pmsident I would llke,17’.
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July 12, 1993

Mrs. Hillary Rodham Clinton .
Chairperson, President’s Task Force
on Health Care Reform

The White House

1600 Pennsylvania Ave

Washington, D.C. 20500

Dear Hillary:

As Chairman of the Senate Specxal Conmittee on Aging, you know
of my long-standing interest in issues relating to prescription
drug access and cost containment. Therefore, the provisions in the
Administration’s health care reform package relating to these

issues are of particular interest to me. The purpose of this
letter is to encourage you to consider including the following

prescription drug-related provisions in the final health care
reform plan that is currently under development:

o Medicare Prescription Druqg Benefit: Older Américans are in

dire need of better prescription drug coverage. Therefore, I urge
that a Medicare outpatient prescription drug benefit be included in
the final package., Obviously, it would be optimal if the Medicare
drug benefit could cover as many older Americans as possible by
having a relatively low deductible and prescription copayment. For
example, I would recommend an annual deductible in the range of
$250, with 80 percent of the cost of each prescription coverced by
the program thereafter. However, I recognize that the potential
cost of the benefit to the federal government and to the Medicare
population may make it difficult to provxde this generous a
beneflt.

Regardless of the deductible, I strongly urge that the
Medicare drug benefit contain specific mechanisms to contain the
costs of pharmaceuticals for the program. We simply cannot repeat
the mistakes made with the Medicare Catastrophic Coverage Act of
1988, which included a Medicare drug benefit without specific
pharmaceutical cost containment mechanisms. As a result, the costs
of the program skyrocketed very quickly. I recommend that Medicare
cost containment strategies include a Medicaid-like drug
manufacturer rebate program, negotiations with manufacturers over
drug prices, or both.
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o Interim Pharmaceutical Cost Containment Mechanisms: I know
that you and the President are considering mechanisms to contain
health care costs during the period of transition to the new health
care system. Several drug manufacturere have publicly stated that
they will “voluntarily" maintain their "weighted average" annual
price increases on their products to the rate of inflation.

If the Administration decidee to use this interim approach to
contain drug costs, I strongly urge that it be combined with an
approach that specifically limits price increase on drug products
distributed to the retail class of trade. This can be achieved
either by limiting the weighted average price increase of oach
retail-distributed product’s dosage form and strength to the
increase in inflation or by limiting the increase in each
individual 1retail product’'s package size to the incCrease in

inflation.

Without this additional price increase limit, I am concerned
that manufacturers’ retail prescription drug prices will continue
tn increase faster than inflation. If this occurs, Amerxricans may
see little relief from the excessive price increases of the past

twelve years.

o Mechaniems to Contain New Drug Costs: The final package

should contain some mechanism to contain the cost of new

pharmaceuticals that will be marketed. This is especially
important in the case where the new pharmaceutical has no
therapeutic alternate on the market. I .strongly urge the

establishment of a National Commission or Board with the primary
responsibility of providing information to the health care system
about whether the price of a new drug is "reasonable."

Without such a review, manufacturers will likely attempt to
offset cost containment pressures on "existing" drugs by increasing
prices more rapidly on "new” drugs. As a result of this likely
behavior, drug costs will not be contained, they will simply be
shifted to new drug prices, which I believe is undesirable.

By establishing a Commission that "reviews" rather than "sets"”
or "controls" new drug prices, drug manufacturers would still have
significant pricing flexibility. However, they would have to
become more sensitive to the prices at which they introduce ncw
drugs to the United States. This approach is a middle qgronnd
between direct federal regulation of the prices of new
pharmaceuticals, and doing nothing at all. This Board could also
provide valuable information to all purchasers about the prices of
pharmaceuticals in other industrialized nations. ' '
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Mrs; Hillary Rodham Clinton
July 12, 1993
Page 3 ‘

Hillary, I know that yvou and the President are doing your very
best to balance the interests of various parties in constructing
this health care reform plan. Your leadership on this issue is to
be commended. I want to reaffirm to you my commiument to
developing a responsible health care reform package, and would
appreciate your serious consideration of these ideas on
pharmaceuticals. I would very much look forward to discussing
these and other ideas with you and the President relating to
pharmaceutical access and cost containment. As always, J wish you
the best of luck in this very worthy and necessary endeavor.

Sincerely,

J—

David Pryor
Chairman

cc: Ira Magaziner, Senior Domestic
Policy Advisor
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SENATOR DAVID PRYOR CHAIRMAN

20 Tpor IMMEDIATE RELEASE A ' Afn Trinca/
s Thursday, September 23, 1993 : Andrea Boldon
202/224—5364

PRESIDENT’'S HEALTH CARE REFORM PLAN AND PRESCRIPTION DRUGS&
" IMPROVING ACCESS AND A START ON CONTAINING COSTS

WASHINGTON, D.C. -- The prescription drug reforms included
in the President’s health reform plan will make medicines more
accessible to millions of Americans. However, the plan’s
approaches to slow the rate of prescription drug cost inflation
may not go far enough, according to Chairman David Pryor (D-2AR).

"The President’s plan goes a long way toward making
prescription medications available for all Americans, 'including
millions of older Americans. All health plans, including
Medicare, will cover prescription drugs as a standard medical
benefit. This is good news for the almost 25 percent of
Americans under age 65, and the 64 percent of older Americans,
who have no prescription drug coverage," Pryor said.

Pryor called the plan’s cost containment approaches a "first
step in the right direction," but indicated that they "may not go
far enough in bringing down drug prices."

"The President’s plan appears to rely primarily on
competition in the marketplace, and the ’'good faith’ of the
manufacturers to contain drug costs. The proposals in the
President’s package, in my mind, represent the mildest forms of«
pharmaceutical cost restralnt that could have been proposed,'
Pryor said.

The pricing of new, breakthough drug products remains one of
Pryor’'s concerns. "The President’s plan appears to suggest an
approach that gives the manufacturers the benefit of the doubt in
pricing their new products. While I think that-the establishment
of a ’Breakthrough Drug Committee’ is a step in the right
direction, it appears that the Committee's enforcement authority
is more like ’‘gums’ rather than ’'teeth.’  That concerns me and
should concern all health care prOVLders, institutions, advocates
and consumers,” Pryor said.

Unless meaningful cost containment approaches are adopted,
Pryor said that the President’s plan could be the drug industry’s
"ultimate panacea -- universal coverage for prescription drugs
without any meanlngful cost containment."”

"In spite of all the talk by the drug industry that the
President’s plan casts dark shadows on the drug industry’s.
future, the fact is that the combined effect of increased sales
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from universal coverage, minimal cost constraints on
pharmaceutical pricing, and increased federal effort to support
new drug research and development translate to a real boom for
the drug industry from the President’s plan," Pryor said.

. "I will work to see that the pharmaceutical sector of the’
health care industry bears its fair share of responsibility to
help contain skyrocketing health care inflation," Pryor said.

##4

Pryor’s complete statement (7-pages) will be available
tomorrow morning.




