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.STATE OF AltKA.NSAS 
Oma OF THEGOVERNOB. 

. ,s1Gl C-.pIt.ol 
u".. ~ 71101 

September ~, 1992 

The Honorable Davi6 H. Pryor 

Unit~d States Senate 

~67 Sena~e Russell Office Building 

Washingt.oIl, DC 20510·0402 


Dea.r David: 

I appreciate =he t1me an~ etfor~ you and others have sp~t in 
developing the legislation introduced by you and Ser~tor 
Leahy which outlines a process for assisting states to plaD
and implement state-based comprehensive nealth care reform 
efforts. 

_!'l].'!...",:e.~_~..~.r:...o.E.::..§.h9...P \I P..9nce12 t J.Q.;...J1..,'!1~..,.spp',;:9.Y.~J..,_9E.~.?-'£~~2.n 
~,~~.~,J5.~J.L.~:h;J"."h~.1..P-S'&'i.~..!§_"';.P....4w.,~...p..e,~.f.Q.~l!L..ti)-Sl_.J.,AP.o;:-.a tP.EY 
f..,::~.~~.?.!LJ.B..,!!d.~..,!.r.S9....Qf~J.1L_c:_~;r;.!L•.;;..filLo.:nll..•i-~J!JLJH~!;:.kJ..O_ .
d i 'l1!- .... i= ~"' ... , ~ ~ l' . ,., I 15e a .,[~.!:9... ~QY,j.;!::.a...i...!.....,sy',~L....e;ln................~.t...._..c.a.:::::e-,-.or".,eo ,.......g.Y.;-....J~.t,l.'o....,_ 
£.IDzene. I appreciate the recognitioXl the bill gives as 
well as your personal state.menr:.e in :r:ecent. weeks t:hut the 
first choice for national health care reform is for the 
federal gove~ent to act, but in the interim Chis bill gives 
states the needed process for moving ahead. 

,.~.~§'::-!l2p..Q,;d::..-~llr e~fQrte i p tbi 8 h-i II towa.rd moving us to a 
national solution and look forward to wo~king witt you 
further OD, this critical' area ot healtl:l. care refo:crn. 

Sincerely, 

75~ 
Bill Clinton 

http:i-~J!JLJH~!;:.kJ
http:J.Q.;...J1
http:C-.pIt.ol
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Bu·siness·and Health"Milt Freudellheim 

States Seek Aid 
For the 'Uninsured 

DELEGA.'fION 'If U governors went to the 

~White House last week seeking bell' for 
cflorts by slales' 10 brine health care to 

millions of uninsured Amerh:ans. Despalrhlg of 
obtaining nnljonal SOIuU(lRS on heaUh care In the 
electlfm year pulllical gridlock, the governors -- 9 
R~publlcans u,ndS Democrats - are trying to push 
ahead on their own. . ­

The s\ales rteed Busb Admlr,lslralioD support 10 
Gel .Congress 10 walveprovls~ons of the F~dtrat 
law thal exempts two·thlrds of all busloess{!s f,om 
Slale In)(cs Ihi(ed to hellllh Insllrance. Self-insured 
eGl!Ipanles Invoke the Employee Retlremenl In­
Come Security Act, called ErESIi., to escape taxes on 
Insurance premiums. They can also refuse 10 C:)lI­

(rlbute 10 slale pool!! III Insure people viewed as 
poor rIsks. . 

But the Admlnlslratlon. heeding the concerns of 
bU$lncss, reacted coolly 10 the governor,,_ Ahhough 
most company executives. are upset about rapidly 
risIng health coslS. many seU·insured ct)mpanles 
lear lhat Ihelr expenses could grow even Plol'ciT 
Ihey lost tbe Erisa shield and t.nd 10 comply with 
health 11I5urante laws that VltV across the I:ut:n­
try- A.lIl ,he business lobbyls(s cunCood thaI If 
Congress waived even one pl'.Jvlslcn. the nDeLl· 
pies would op~n 10 demolishIng the enllJ'l.~ Eriia 
slatute, wfJlch ,rolf!cts penslpns. . .. .. ,-... 

. 
The srates' mni:erns were h.;:JBhtem:d whell a 

federal ludge In Newlllk, dtmg Ihe Erisa 13,.., 
recently Invalidated (he New Jefsey-sun:harge (on 
hosphaJ bl,ls. 111", surcharc,e subsidIzed hnspltal 
cosls of unlnsu...-ed palleDIS. 

Senator ""\Ie Durl!nberger, Rt!ptlbllc:ln 01 Min· 
00:1013, said the Newark ruth'g, MIlch New J~~l!l'!"'. 

'Is appealIng. threalened to sab'l3.1c Mi!)!,e:s:~~~:s 
,. ",.t~~'.·.'" ,t~ l. _" ~'.. 

~ .. " ..... 

._II ""denbo., 

plans for new I "'It's onlillspftois :ltuJ doctors t(J helll 
provide health covemg~ lor the unln$\IJ'~d. 11le 
nunl New YOlk Increases ill hospllal l:hargl:s 10 
(<ltnmercial he..Uh IlIsur~rs('mJld also be chat· 
tenged. as CQuid financing lor exp.lltdl'd Medicaid 
plOgrarns in flUtn} ~lates. 

Fiorida,lIawaU. On~goll and VcrmcllIt. Ilk,e Mill' 
. nesola, baye I)as~ed sweepin8 health·nre 'aws. 
IlIlt could be hol.·blt!d 'by till! ElIsa l'fO¥islons. 
Alicia Pelfine. ;] pnliey an9Iyst wl:b Ihe Nillit-lilill 
Coyemors Assod••tlon. sa;d. She ~aid the gave,: 
non of COIOr-Ddo, ~olltlecli(ul alld Kewlcucky wert 
also cOllcNned bec!luse Ihey plalUlcd wlde-ranclng 
Ilcllth·care Jeglstalion Ihls year. 

The J4. govcrnon mct with Samac) K. Sklnllcr, 
the White lIouse cllIer 01 stnH. Uogcr D. poner 13111.1 
Clayton K. Yeu'ter. domestIc IJUlie), nd'/lsers. noll " 
GoUlt. Wilensky. the senior h~alth-carr. adviser. 

A number of Slales are also seeking e)[el1lpllolls 
hom Medl':Qid oml Medicare nile•. Oreg,oll,. Cur 
example, has been wailmg (or years lor a Me:llcntd 
waIver· to rei Ihe slale sct pliorUles in coverlnt; 
ccrtailllypes of IIIU:enl!l Gild tnnesses The Admin­
Is.ratlon.ls e1lpcClcd '" <1llllCttllCC [I decision OJl,lht~ . 

l: Oreggn'~equ~sl Ihls summer"., . ;':" .' ' 

. ...;,. -;-"-'. 01. 

Thc govc!IIfJrs a5~DI:Ii.llioll is \vorkilJr. with Mr_ 
Uun:llbcrser nnd w:lh two l)cIUIICl'als. Senalois 
David H. l'I',or 0' I\rknnsas and I'Dlrick J. l.~ahy 

. of Vernmnl. UI) bills thai would allow Slates 10 

apply lor wnivl'I's from cCl'I~ln Erisa restrlctirms 
for I,rograms 10 illcri!asc access 10 h~allh cale. 

The AdmilsislratiO!\ does .suppol'l !tleasures 10 
spee:J decisIOn!: on requests lor Mcllicalu alld 
Mmlcan: waivers, whlrh SO:11eUmcs langUish In 
the plpeJim: 'DI' thre~ ur fOllr years. And II ftlso 
supports a J)roposal. sponsored byScflalor Daniel 
Patr.d: 1\10YUil1i1ll. D~mocral (:If N~:·., York, DUI) 
Senalor- D,lrcmberll.l!r, to let s:nles.plar.e Mcdi4:.oJid 
paUc.llts h. II .M.O:s or phy:oician n\!lwQrks.wlllloUl 
sped,'ll f'edcral perllli5~il)n. 

Dul Administration officials said tlui), op(ltscd 
Granting Eri~a· walv~rs. unl(!ss stalc~ agl'ced 10 
reoute taxes ,'n Insurance p:t'miums;. cJlOlir.a.te 
laws Ihal m:lIldatc i:Qvcragc :{Ir hum.hcds uf slle· 
ciUe b('.lllh't:/,n: servkcs, lind pul pC{lI,le Illlo 1m g~! 
Jllll ct.;.tsiflC r.1'JUps. wnell <:(JUIti {Ol ce lu)spllals ami 
UtlCto, s to Ic(,ute Iheir charr.t:s, 

The P.)H.u-Leahy bm wunlt! deal with some nl 
these CUIICCIIIS by cxemllUng "nlUhistotc" hllsl· 
ncssl'S III stnl(s wllC're the), h3',C dotcllS 01 eml,loy· 
C(:9 If·thcy ;Jflel'l!d 11 packaRl' of 1I<>;,'(h ut'nelUs 
equlvalenl to U.500 a yeAr (or (,(1ell IllllllJ)' coveicli 
amJ $1,150 lor single c.nploye~s. Christopher JeD' 
nlngs, a Pry.... leglslallve aId!!, snid: "Tile ~I ales 
cou'u dl.:'leJul' iI minimum D:lck..lge of b4:lIdlb. CUI 
all the 'guod guy' mulUsll1te clliploYCfS \YuullJ IlOt 
ImYI! 10 cleal with It" 

lhc Durcllbergcr ,,'a!ver proposal wwhJ permit 
Ihe Se.:retllry oJ Labol 10 gralll "lImltrd exernp· 
lion .. lIudel' Erlso." Under tills O))PIOilcil. self­
IIlS\.lrC4' cmph.,ers would pny 51f1h~ lilsurunce (11)(' 

es Qlld ollu.'!r fces, but they would sUI] lleucmpted 
from IDtllllla(cc1 slate beneflls. 

Or. WUel1sk) said the Admlul!'il ral hili ""',,'IS'seri­
'lIli ::lboul Irylllg \(I deal wllh al Icas~ smile of lit£! 
cuvcnnrs' COllcerns. "We re~lly like IPte sla:e 
Ilinovallnn~ :nlll Ul'~ibtlll)'." she said. Bul While 
lIulIst' oUlda's lIIade II dear th." Ille Admlnl!>trOl­
lion was 1101 ready fur F.rlsa law w:tI"'C_I_·s.___ 

. -. ~ 
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s. 3180, THE S~ CARE ACT OP 1992 
SDHKARY OP HAJOR PROVISIOBS 

Establishment of State care Demonstration Projects 

* 	 The bill establishes a federal Commission to consid.er 
State applioations for 5-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. 


'* 	 Demonstration~ ~re limitec to 10 states. 

'* 	 The COmmission is authorized to provide implementation 

grants of up to $2 million to ~t;tch a.ppruved State. 


* 	 The Commission consists of the Secretary of Health and 
Human Services, the Secretary of Labor, and 11 menwers 
appointed by the PreBident 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 le'ast 
95~ of the population OR the iIllSur~d populati(JI1 ht'l1S 
increased by 10 percentage points. (The 10 percentage
point increase clause is designed to be fairer to 
states 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* dop'g no~ p.xceed the avp-rage annual percentage increase 
i~ the gross domestic product plus 3.7% for 1994, 2.7~ 
for 1995, 1.7% for 1996, .7% for 1997, and for each 
yea: 	thereafter, C p2rcentage pointe. 

* 	 develop a common benefit package which is at least 
equ~l to one of two benefit packages contained in 
Senator Bentsen's small group insurance reform bill. 

demonstrate tha~ the oro1ec~ will be federal C06t­
~eutral over the five:year period. 

http:consid.er


Waiver Authority 

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 
delive~-y systems. 

Protections for Medicaid Beneficiaries. States must 
provide mandatory Medicaid services to all groups 
current law requires States to serve. States must 
maintain safeguards currently specified in the Medicaid 
program {including procedures sufficient to ensure the 
high quality and availability of eare) to protect the 
health and welfare of Medicaid recipients. 

Hedicare. Waiver authority is very limited with 
rssoect to Medicare. ~he bill gives states the ability 
to lnclude Medicare in all-parOr negotiated rate 
sys~em5 for hospitals. Benef ts to Medicare 
beneficiaries cannot be diminished. 

ERISA. Waiver authority hAA been crafted narrowly to 
recognize the concerns of business and labor. 

* Allows stateato collect aSSeSSIDGnts fromERIS1\. 
plans. States are prohibited from singling-out ERISA 
plans for assessment. The provision enables states to 
broaden their current funding base to support heQlth­
~ela~ed initiatives, such as risk pools for the 
uninsured. 

... Allows states to establish a standard health benefit 
package for employers in the state. However, employers
with seli-funded health benefit plans could deviate 
from the standard benefit package if the employer
offers a healt:h benefit plan wit:hhp.nefits 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 
procedure:;. The pruvl::iion enables state5 to req".J.:ire
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 be 
used by both health insurers and ERISA plans. 
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Se1zate 

Mr. PRYOR.. Mr. Pre8ident, today 1 initiatives emerging Crom both elde& Cf 

ILm pleased t.o join JtlY friend a.Dd es- the 8.181& all u.,n',!"f,% II. signiflca.nt State· 
teemed colleague from Vermont, Sen- role? I believe the answer is twofold. 
ator L&AHY. In introducing leg181a.t1oD First. all of us want to eIlBure that. our 
to provide needed flexibility to StAtf,s health can system Is more accountAble 
which &.re committed to comprehsD- and I'88poneive to local desires and 
Bively reforming their health e&r'e 1),"8- needs. Second, and probably at least as 
tema. We a.re 'honored to be joiDed in Important. It is because the States a.nd 
thta effort by the majority leader. Sen- theIr Governors have been tbe ones 
at.ot' RocKEn:.LLBlt. Sanator RtEGLlt. who have 8ucc.eeded in progressing 
SenR.tor CHAFE!:. Sen&tor DAtfPORTH, !rem talk10g about. the problem t,o a,c­
Senator KJmREY, 5ena~or WBLLS':t'C:U;. tualb' acting to eolve it. In ra.ct, more 
Sen.ator AD.uis. Senator ARAu. Sen- tha.n 15 StAtes are working on masaive 
u.tor IllNG.U«..A.N, S4na.tor O'iU,H.A,.W. Sen- sYstem-wide re.structurinl1l'. At leaElt 
a.tor INoUYE., and Sena.tor JIaFO-JU:)S. four States have a.ctually pa,saed leg18­

Mr. President. everyone of us in tbls tattoD tb&t begIns to implement mas­
body 18 struggling to Ond a worltB.ble IItve overhaWI5 of their healtb care sys­
solutiol' to i.h.e overwbelmlng health terns. 

Cil.!'e chalienge8 that conftont OW' N&.· UnUke the Federal Government. 


tion. No one 1s 88.t!sf1ed witb. or ac- these States have sought and. to the 
eep::.tzc of. the status ClUO. extent possible, - acbleved consensus 

There 18 DO question tha.t we must w1thin 'hell' OWD. borderS. These 
f1nd a way to a.chieve nation-wide, ~h1evementa w,ere no~ accomplished 
comprebensive reform of our health ~1thout ,coDtro"eray. 'lhe~ were also 
care ~Y8tem. Following Sena.tor MITCH- not achieved without poll tical I1sk. 
ELL'S lea.d. J remain committed to de- leadersb.1p. and courage. Most tmpor­
veloplng and pasa1ng a workable and tantly. though. they were achIeved. 
comprahenalve na.tlo%llll health care re- Unfortunately. &ccording to a June 
form ln1tla.tive at the earliest posa1ble 1!>92 General Acoo11.nting Ofnee report, 
moment. many if not all of the State bealth care 

UnfortunAtely, to date. we have not reform ln1t1a.t1ves cannot be BUCC86S­
been a.ble to achieve consens'U3 on a fully implemented. w1t.hout the removal 
comprehensive he31tb care reform of certa.ln F6deral statutory banlers. 
packag'e thAt the 'President w1l1 slgn lu etIoct.. thentCure. our PedensJ. 1na.c­
into law. It 18 fa.ecina.t1ng to note. how- tion 11 Dot the only barrier to prov1d­
ever, that thE)ro 18 a. common thread Jng affordable health care to our citi ­
tha.t rUns throughout Virtually every zens; cu.rient Federal 1.a.w actually pro­
stgnincant bea.lth care reform proposal v1dee a sfgulflC&l1t roa.dblock as well. 
before us. Despite the d1!fering and nu· TIle puJ"PO'38 of the legUl&tton we ~ 
rneroue !lt~!'!l.!.t!v'! !!.t'~lY:'hP.A. pVAry Introduct.ng toda.Y 18 to remove tbose 
propoea.l, prov1des ror a signU1ea.nt roadblocks for States that are commit­
",mount of State fiexlbtll ty and respcn- ted to overhauling their bea.} th' d 
slb1l!t}·. T?!s is the case with the livery systems. TbrollR"h a. ne c;r: ei 

- Mjt,?helll 'Kennedy I RockefellerlRiegle colnm18alon, our b1ll sets up :- 8~e::­
b}ll. tt, Is ~he case with Senator 111le4. "one-atop-8hop" w8.1ver approval 
KJSR.~ II b1l1. It 18 t,he case with Sen- proceaa that provide" nurowly cra.tt.ed 
ator WELL8'l"O!fE'S b11l; and 1t Is the but important. waivers from Medicare' 
c~ with tbeRenubUcan Health Care MecUC&1d. and the Employee RetJre~ 
T&8iC Force bill. wbose pnma:ry author ment Income Security Act [ERISA] 
Is the cha.1r'm.An of the task force, Sen- These waivers are absolutely necosaarY 
ator CtIAJ"Q1:. I a.m p]~d to say thillt. to tho 8UCCe88 or et.a.t.e-ba.eed cum­
evp.ry one of the ~rlma:ry sponsors of prehens1ve heaJth care reform etrorta 
th~8e blUe 18 joining wtth Senator To be ellg1ble to receive the wa.1vers. 
L,E_4.HY and me in introducIng our legis- States must submit a. plan to the C .
latloll today t om-

Why 18 it tbS;.t the major health care, :e~::tr~t Is comIlreheD.S1v~. a.nd 
..... &ccelJO. coatrcoIltaiD.ment. 

http:L,E_4.HY
http:cha.1r'm.An
http:cra.tt.ed
http:signU1ea.nt
http:Introduct.ng
http:certa.ln
http:de-leadersb.1p
http:signiflca.nt


2. 

and quality asaurance crtteria. States around and between mllirht well Bee 
&160 must cqntlnue to provide MeC11care their approach embodied in one t!Jf. the .­
services to the Medicare population States' comprehenalve efforts. 
and federa.lly-mandated .Med1ca.1d sorv- Mr. Preafdent. regardlesa or the ap­
ices to Medicaid reeipienta. preach. I cannot and 1 will not con-

Mr. President, we have worked for tinue to look into tbe eyes of the Gov­
months Wlth repreaentativee of con- emore committed to comprehensIve 
sumers, States. small and large busl- health care reforms and say. "Sorry, 
nesses. and ma.ny others in developing because we don't l::W.ve a national 801u­
tMs leg1.s1atjon, WhJle our b1ll 1s not tlOD, there can bE! no solution." If an 
fla.wless. we beHeve Jt moves a loni Individual StAt~ CAn come up wIth a. 
Wi3.y toward !StrikIng a fall" a.nd reason- 'program that usures acce88 to Quality. 
able balance between interested par- affordable he.aJth care to Ita c:tiwns. 
ties. Ha\'1ng said tohia, aa we ha.ve been who are we to stand In the way? 
In the months prior to today's tntro- I have long felt that we, a.e represent­
duetton. we rema.1n open to construc- atlvea of the Federal G()vernm~nt. a.ra 
tlve suggestions, In fact, we sincerely a.ll-too-frsQuenUy nega.tive a.nd overly 
hope that 0111" introduction of this b1ll paterna.listic to State-born reform 1m­
will ~ te.ken aa an open 11Ivttatton for tla.tlves on aJ.moet any Issue. Some­
ctlmments and suggested Improve- times it seems t,hat if the Idea Isn't 
meM.a. ours, we alway£, find a. wa.y to show 

To further tbe deba.te on thIs tuue, I tha.t It somehow ltin't good enough. 
am pa.rt.fcularly pleased that the chair- Well. when 1t comes to healt.h cue ra­
mAn of the Finance Comrolttee, Sen- form. at least to date, we have net 
ator BKNT~. is planning on bolding a come up with anything better tha.n 
hea.rtng on State-based hea.!t.h ('Are re- what ma.:ny of tho) Statcs are offering. 
form Initiat1ves in September. I would To the contrary. we have a.s yet to 
l1ke to take this opportunity to thank produce anything l\i;')prox1matlnl!{ com­
Senat..or B~:N'r88N and Ms staff for the prehensive reform. 
enc·oura.gement and technIcal 8uppor~ There 18 broad·ba.aed and bipartisan 
they ha.\·s gIven me a.nd my staff support for this lmpol'ta.::1t InlUat.1ve. I 
throughout the development of this a.m pa.rt1cularly plEI8.8ed to report that, 
bUL despite the fact tha.t the Governnr--

Mr. .t>res1ddnt. there 1s no question Hke e'J('lryone elsO--WeI'B forced to com­
that there wlll be those who will op- promIse on m~y is",ues of importance 
pose thie effort. They will cite & num- tQ them. the Nat.iI)fl;o'.l Governors' Asso­
her of reason,:;. but I faa.r the I"'3sJ r8&- ciaUo!) [NGA) wl1ndicatP.d its sup:x>rt 
son is that their Recond chOice for of this bill. I woul,l like to thank the 
hea.lth ca.re l"'Sform is to do noth1ng. I NGA, as well a.a thf' Democratic Gov­
do not b€l1eve we can a.ccept or con- erDors' Association. for their thought-
done th18 poa1t1oIl. ful and constructive suggestions. 

The nne choice for restructuring cur Many other o~an1z.a.t.ion8. tn P'\I'ticu­
hea.lt,h care 8~'8tem, including the first lar. Fam1liel; USA, have aido bef:n ell­
choice of almost every Governor. 18 tremely helpful. I look forward to 
that t.ns Fede!"a.l Government meet the working- with all interest"d parties to 
need for nat1ona.l OOm1:)reb6nslve re· assure we b&ve thEI ;tronge3t package 
foro. Howevflr, it 8. dIvided Govern- possible;. 
ment flnRllt"SB that we cannot gain eon- I am also extremely pIeaaed to not.r.~ 
sensus on tbe nationa.l reforms we so that CongTeesma.n \1,7rnSN bas 8.1reacb' 
desperately need, we simply cannot 1ndlcated his deslr13 for introduc1ng the 
contInue to bold the States hostage to compan1on legislat.ton· on the House 
our gndlock. sIde. Although not cosponaorlng th1s 

Mr. Prt'uldent. it is eaeenUlll to :re. legisla.tlu.n t.odAy. I would a180 l1k:e to 
mambe•• thuugh. t.ha.t this b1ll can. In th~~nk Scn~tor DUR..&l-iDEROER for bts tn­
iU'lle JI~a~l:i.s. worit OUt 88 Delng the t~reb"t and l'UIi~)Ort of many of tho con·· 
f1rst choIce cf practically everyone. cepts out.llned In thl,J legislation. Sen­
J.i'1rst. it can work to f1ll1n Bome oC the ator LI::AHY and I aro very encourq-ed 
detaJ!e: 0( the previously Introdllced Wi- by thtllse ocvelopments. I urge aU of ou:­
tion811y. comprehens1ve inlt1a.t1v68. colleague to jotn Serla.tor LF.....HY. Con­
S&cond, waivers are not granted In a.ny gresama.n WYn~.N. aut! roo In our efforts 
ca.ae unless the State-based effort is to help the State help tbatr•. and our, 
comprehensive In naturo. Finally. const1tuentA. 
wblle holding the Statett a.ccount3.ble Flna.lly. Mr. Preslo.ent. I would ltke 

for comprehenstve. a.fforda.ble. Qus.l1ty. to take one momer::t to say wh.,.t an 
aCC$881ble health care, st does Dotdi- honor And a prtvil8g'e it ha.s bet>n to 
rec::t the States aa to how they mW't work w1th Sena.tor LEAHY and his Nne 
achJeve t.beee criteria.. In other words, staff on this bill. Tods.y's tnt.roduction 
advocates or singJe~:payer approaches. of our b1ll represents a vind1cation for 
advocates of employer-based ap-· h1s efforts and' h18 commitment t.o 
proaches, and advoca.t&a of everythtn,g char.lre and fil6trUCtUl"-S our heaJth ca.r~ 

system. 

http:Med1ca.1d


, . .STATE OF AR.K.ANSAS 
OrneR or THE GOVERNOR 

.5w.e C.p4aolUn" It_ 71101 

September ;~, 1992 

The Honor~~le David H. Pryor 

United States SQnate 

~67 Senate Russell Office Building 

Washington, DC ~0510-0402 


Dear David: 

I apprecia.te t::.b.e time a.nd e!tort. yO'U and ot.hers have SpElIll: in 
developing the legislation introduced by you and Ser~tor 
Leahy which outlines a process for assisting 8~ates to plan
and implement stat.e·based comprehensive health care reform 
efforts . 

.!.Q.~,,!.E.~~i"~_t:..,C1£;;.§.h9...a \I .s:..5mcept.J.QL.F...,i~Jy'~...!nJP',;Qy'J!J:_9.~.t~::.;~.§~-l.1l 
;f,~~;:: ..J:>'.~l......,~:h~.~."J.\~~~g._~ee......t.P_..t);:w.,~.-p."e,r.f.o.m...t.A§_J.Ji,l:m;;-.~~,Q'!:y 
f..~E:-f~~E.,.J.D..~J...!L.,~E!£.9-...Qf~j;J:LSrA.~~_.;;Ji!.f.Q.:rm,..~..I,.._~~.~.,.§,~~.f:!JL..t..Q. 
dee _gn an oyg.;:,ilL,sy.,§.t.eJD....of.~.h.eal.t:.b,..#ca.t:e_.t.Qr....e.l1...p.\t~.".Jl.a.t.i.oj."!.~ s 
cIuZ'jfiB:-··....-I appreciate the recognition ths bill gives as 
well as your personal st:atemenCEl in :cecent weeks that. the 
first choice for na.tional health c.are reform is fc,r the 
federal government to act, but in the interim this )Jill gives 
states che needed process for moving ahead . 

..~... &'!i..ep'~.;r:,l:.-.y.ollr e4=farts in t.l'li 8 bill toward moving us to a 
national solution and look forward to wo~king witt you 
further O:C. this critical area at health care refo:nn. 

Sincerely, 

75;,(
Bill Clinton 

http:p.\t~.".Jl.a.t.i.oj
http:ca.t:e_.t.Qr
http:nJP',;Qy'J!J:_9.~.t~::.;~.�~-l.1l
http:Q.~,,!.E.~~i"~_t:..,C1�;;.�.h9
http:apprecia.te


s. 3180# TBB S~ CARE ACT OF 1992 
SOMHARY OP MAJOR PROVISIONS 

Establishment of State Care Demonstration Projects 

* 	 The bill establishes a federal Commission to consider 
State applications for 5-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 Commdseion is authorized to provide implementation 
grants of up to $2 m111l.on to I:tcsch (lp:pruved State. 

* 	 ~he Commission consists of the Secretary of Health and 
Human Services, the Secretary of :Labor, and 11 members 
appointed by the President and confirmed by the Senate. 

Requirements of State Plans 

In order to obtain 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' of the population OR the inaured population has 
i~creased by 10 percentage points. (The 10 percentage 
point increase clause is designed to be fairer to 
states 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 
dOAS nn~ Axceed the aVArage annual percentage increase 
i~ the gross domestic product plus 3.7% for 1994, 2.7% 
for 1995, 1.7% for 1996, .7% for 1997, and for each 
year thereafter, 0 percentago points. 

* 	 develop a cornmon benefit package which is at least 
equal to one of two benet i t; pdckage:s contained in 
Senator Bentsen'S small group insurance reform bill. 

demonstrate t.hat che project wl.ll be tederal cost­
neutral over the five-year period. 

http:m111l.on


Waiver Authority 

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 
del.iver./ systems. 

Protections for Medicaid Beneficiaries. States must 
provide mandatory Medicaid services to all groups 
current law requires Statas to serve. States must 
maintain safeguards currently specified in the Medicaid 
program (including procedures sufficient to ensure the 
high quality and availability of care) to protoct tho 
health 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 ra~e 
systems for hospitals. Benefits to Medicare 
beneficiaries cannot be diminished. 

ERiSA. Waiver authority hAR been crafted narrowly to 
recognize the concerns of business and labor. 

* Allows states to collect assessments from ERiSA 
plans. States are prohibited from singling-out ERISA 
plans for assessment. The provision enables states to 
broaden their currt:!nt fund11lg base to SUppOl:t health­
rela~ed initiatives, such as risk pools for the 
uninsured. 

~ Allows states to establish a standard health benefit 
package for employers in the state. However, employers
with self-funded health benefit plans could deviate 
from the standard benefit package if the employer 
o f f~rs a health benef it plan w.i th h~nef i t8 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 provlaion enables states to require
both health insurers and ERISA plans to use the same 
procedures and processes in the areas of claims 
processing and quality assurance. 

* JUlows states to establish a negotiated system of 
hospital or other provider reimbursement rates to be 
used by both health insurers a.nd ERISA pla.ns. 
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Mr.;PRYOR. Mr.Prealdent~· toda.y I lnlt1a.tlvesemergtng [rom both e1des c·f ~ 
a.m. pleaaed to join'~1' friend' a.nd 88- the &isle &11 u.;=.n:~.!"f:\ a significa.nt State.. 

· teemed. coll~e f'rom,Vennont. Sena role?I believe the answer Is two!old~: 

ator LSAHY. in 1ntroduelngleg1s1a.tfon . First. &11 ot us want to ensure that:o'ut' 

to provide needed flexibility ··to St&tffa health ~ ay,tel!l Is more accountable 


· which." &.re committed to. comprehen- and reeponeiva to' local desires· fLnd 

IUvely refornltng tb61rhoaJ.th·c:;&-e SYB- needs. Second. andl proba.bly at leas.t,a8 

temB. 'We a.rehonOl"8d to bejo1Ded in' important. It 18 because the Statesa.nd··· 

this effort by the mejorlty leader. San- their Governors h&ve been the ones· 

ator RocK3na..LD.Sanator· B.I5GLE.. who .ha.ve eucc.eelded In progres8iI)g:' 

Sena.tor· C'lUFisE;Senator DANFORTH. !rem talking about the problem': t.Q ;a.c~. 

SenatorKJaiREY. Senator WK.u.8W:<I!:, tual1:r actin« to &ohre it. In fa.ct.mo·re· 

Senator AD.\MS. Senator AXAU. Sen- than 15 States are working on ma&81ve,.· 

ator BlNG.ULAl~•.S4natol' OR...Ul.A.l4. ~n- system-wide r~tJ:"ucturlnR'. At. leiRt,. 


'. &tOr INoUYE. a.ndSena.tor JIaFo..1W8... fourSta.tea ha\"e actually p&88ed lef!t1s-:-' 
· Mr. President, eVElryoneo( ua in this l.atlon tha.tbeglns to 1mplementm&s­
" bo4Y: .1Ik8trc.g!r11p.g",t-o.:1in~t a:.,workable. esive ,?vech&wlS of their healtll care BY8.­
.' 801utloli: to'.· 'LIne "'Qv!FWhel*x11ng'" he&1th 'ternS>'-,:'::'''': ;::':....:'::.: .~'~'-~:~:~-,:>'..-::~:':;-::~':. :~' :.:,~.:.-':::::<'::;";·:.~.,.:-._-".,"''''''.o 

ever, tha.t thero is 8. commor. ,threa.d ·lrur affordable hea.lth care to. our ciU· · 
· tha.t· runsthrt)ughout virtually :every zens; 'current Federal la.w&ctua.lly 1'>rO- . 
significant health care reform proposal vides & sign.tftcant'rcla.dblock as well. 
be,fore 1Il~. ~ptt~ the.(Urrer1n,g, a~d nu- .The purpose of the leg18l&t1on 11'8 a.re . 

---me!.:~o.!!,~!!l t-ern" t' I,VA,:_.O,."~:a.J"h~A PVArv' introc:luc1n.c today 18 to remo.ve· ,those· . 
< .,'. 'J' "I ,'. ~-""'- ~--" ~.:t""'-;-:'.,- ..... -.. ,-.--~,"'.................~ .....~~ ...,....... -"~~...~'-- ..~,, ~~... ~ ...- ..--..;,.. '" c ',~ • ',' ,
_." , ,,' .. 

'. pro~l~rqy1de8:f~r.:;a:,lJlgntf1ca.n~ .rQadblf>Cka!or'-State8'thit~~e.:,c-C;mml~.' '. . .' h, 

am()un:-or-s~te"nexJ:btH ~~:@:na~r~~pen~ . ted to overha.ul1ng th.elrh"~~.ltb:::~QI4e- '>i.·' '; 
s~blHt~. ~~..8 is.•the Ca.6e,wlth the. UYery .SY8tem8.Throu~h a. riew"·Fe·deral!.'~~".~'~~::) 

'"'~. l\.ltche)~IK(;nr.ledj I Rockefeller I Riegle cOlnmi881on,oUI bill. sets up a stream- ' " 
· 0..111;. it.. Is ~he case with', Senato~l1ned~ "one-8top.-s.twp" wa.1ver. approvai 
KlSRRK~a bIll, it, 18 t.he <.;a.ee .wi th Sen- proceaa that prov1deb narrowly cra.tLe.i; 
a,torWELLSTOtlE 8 bUl; a.nd ,it Is the but important. wca.i'lrers from MecUcue 
c~ with. the Republican Health' Car~Med1ca.ld,a.nd theEmDIOyae'Ret1re~ . 
T~K ForcebUl. whose pr1,ma.ry author ment Income Security Act [ERISA]., .' 
is the c~~n of the Wi[ force. Sen- These walver8 areabaolntaly, nec08ll&J,"y .• 
ator CHAYIi!B. I ~ ,pl~dt~ say ,tha,tto.th8 . 8UCC688 or 8t&r..e-:bued ,com:", 
·every .on!, 'of ,.theprtrnary 8ponsora~ofpreheD81veheaJth 'cure reformeUorts. ,';', . 
,th~ee blJ.le· is. joining v/ith Sena.tor. To be ellg1ble to receive the waf . . ..... C', ,j

f;,~~'&Dd~e,1n i ntroduclnf: .our lEg1s- States must submIt a. plan to the~~:::~:\:.: , 
\ . n toda.Y., " '.' ." missIon that Is comprehen..s1ve.·.:and·:· .•. "; 

carechallengee thatcc;,nt'ron:t ou.rNa.·· 
,t10D. No ODe 1s satisfied wi~h;or ac. 
capt,iDa' of. the lilt&tu.sQUO.· :' , 

There. laDO Question tha.twe· must 
find away to achieve nation-wide, 
comprehensive' reform of our health 
ca.r.e system. Following Sena.tor Mn'CH_ 
Ei.L~8 lea.dlrema.incommttted to de­
veloplng '.ind .1)8.88ing a workable a.nd 
comprf.lhens1ve ·na.t1onal hea.lth care re­

· form'1n1t1a.ttv8 at the.ea.rltest posa1ble 
moment. . 
. Unfortu.na.tely. to.da.te. we' ha.ve not 
.been "able toa.chleve· consellBUS on a 

·.' compretlenst,ve' he3Jth care' reform 
package that· the 'PrEIs1dent will slgn 
into law. It Is l&icinat1ngto note. how­

\Vby is ~t, tl)B~t the. major hea.lth cure meetsstro""" a.c . . . . ..""" 

\ 
. 

/
\ /

/ 

. :UnUke th. 'Ft~dera:l ' Go~a·i-ri.til~;tt·.~:'" 
these States have flOUght and. to the" 
extent pose1ble, - achieved .con8e~,8us, 
wlthlnthetr own borders.' These' 
achievements were not ac~omp118hed., 
witP°ut controve~y. 'l."hey were a.Jao 
not achieved wlthc)ut politIcal rtsk. 
leadership. a.nd C<Ju,ra.ge. Most imp<>x:­
tantly. though. they were a.chleved. ' 

Unfortu.na.tely. l!\.Ocording to a June, . 
1092 General Acoo.untlng Office f~p'?r~, , 

. many if not all of 1;heState health C~. 
reform Initiatives canDot be 8UCU$S':" 
fully lmplemented without the removal 
or certeJ.n Federal statutory bi.n:lers:' . 
In etIect.. thereCor6. our Feder&ltna.c;, . 
&1on ill Dot the only ba.rr1er· to provtd.-· 

..., "" '...cess, c~t-coUt.If.!.rllnent.· ..' 
' . . ,.... 

~. ' , 

"', ,:.. ' 
I,: ., ,\.' 

""-' .,' 
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~ '; 'aP9 ,qua.lftY',&saurance cdter1a~State8'~aro'Q.ndand·::betw.e8n: :'mlght 'w:sH 'see 
, . .:: al60~'~U8t cQn:tlnue: toprovlde Me¢1ca.re.th~~r:·approacii'~cnlb0d16d"1nione! l«tli~ ._ 
.ser~ces'to ': th:"" .M~41care Populat1:on::;,St&tesJ·Compre~J8n81ve:~erior.ts~:':· ", . 
and.' redera.lly~mandat&d;Medlc.aJd aer,,'- .'. ~.' '~~81<if'iit; 'rega.t.~Je.6a' ott.hea.p­
1cee',tp M~djc~d,·r~clp1ent8..,:.. pr(\~h.·. I "c.a.nnot' arid~I.·w11Lnot :.con- . 
· . Pdi': :PresIdent. W8,' have" worke4' lor tinue to 'loo'k:':tnto the ·eY8s:of.the GOY~ 

months: Wlth rePfeaent&tiveaof ·con-. ernors cOl1lmltted·.tocomprehens1:ve.·. 
sumers, Sta.~88. small and large busl- health' care reform! and say;' "Sorry, 
ue~8. and'ma.ny others i11 .developlng· because we don't have. a na.tlonal 8Qfu;-, ,', 
thls leg1.s1a.tion. While our btll 18 not tlon, there can be no 8olution.".Jf a.n 
flawless. we beHeve, it moves & long 'IndivIdual StAte CA.n corne up with :& .... 
way t.oward '6trlklng a fa1rand reason- ·progra.m tha.t usuras access to QualIty, 
a.ble· balance between interested par- a.ffordable heaJtl1ca.re to Its c~tt~na;:.' 

· ties. Ha.\"1ng . said t.his, a..s we'ha.ve been' who are we to 8tand In the way?· ..• , .... 
in the months prior to today's tntro- I have long felt that w·e. &8 represent~ ", 
dllct1on. we rem.a1n open to construc- aUvEts' of tha Federal Governln.:nt.' .,are,· 
tlve suggestions. In fa.ct.w~ sincerely' all':too-frequently negat1've 'and o,verl:~/' 
hvpe that our introduction of thi8 b1l1 pa.terneJ.1stlc to Statt3-oorn refQrm';lni-:- . 
will be ts.ken aaa.n' o:pen lriv.ttatton for t1a.t1ves on almost any issue. Some.:.'. 
commenta ~Lnd suggested'1nlprove- times it seems that if the idea. ,1sn~t 
menta.. '. ours, we alwaye find a wa.yto·8ho~, 

· To !urtner the debate on thisl88ue, I that it, 8omeholll 1sn't goodenoug-h. 

a.mpar~leularly plsa.aed that the chair-Well, when it comes to health care'ra-, 

. Dl.fl,u.,of 'tho ·Fio&llc.e·CommJttee. Sen· fornl •. at leatlt.· to da.te, we hay~!nc~ . 


'&tor Boos~.1s pla.nnlng c;n'ho]dlng a. come up with !1nythlngbetter:tha.n: 
hea.r1~,on Sta.te...ba.sed health ('Are re- wha.t ma..nyo! th~ St.s.t-csa~ IJCfer:ln!." .. ' .."'" 
fOnn.initiatives1I}· September. I would To the contra.ry. we ha.ve a.8 yet to· 
like to"t.ake;~th18.opportun1ty to thank produce a.nyth1ngfLPprox1matlrig';~com~: 
S~IlaLor B~~NT8KN and hts starr for the preheIisive reform. . ". 
encoa.ra,gems'nt) and technIcal support . There 18 broa.d~ba.3ed and bipartisan;. )~.: .: 
they ha.\·8 given me and my sW! support for this Imp9r ta.:l,C l~lqat..1Ye.·':,r .,....... . 
throu;rhout· tf.le d~:vetopment· of' this a.m··pa.rtlcularly·pH~a:se.d;'to.rep~rt··::~li~t~?;~ ::~ 
bH1.. .'. " "desp1te .the. fa.ct . that the ,G:O!9.t#:n,r:h:;'.. .,: . 
· Mr...Pres1dtmt. there 13 rio, que8tion . Eke everyone elSfr--were forced:~to :cOlP,~'-~(): 

·that there will be t:hose who wUI op:- promise on m!Lny ls~ue8 of Jm'PQ.~~a.n~(.:.. :. 
· pose this effort. ncy will cite & nunl- tQ them. the Nat.lum:1.l Governors '.A88:0-:-·: . 
bar of reasons. but'I fas.,r the l"9al rea.- ciation [NGA] hBJI Jndicared itB.8up;x>r:t ' . 

· sonh. that their second choice for of this bill. I ."Dull·} 11 ke to thank the 
health·.care ~form. is to' do nothing. I . NGA, a.s 'well as.tilf) Democra.t2c;UoiJi­

· do notbel1eve we 'can accept or con- .arnora' Associa.tion; for tbe1r thought7' 
d!)ne this post t1on. 	 tu) a.nd con8tr\lct1v.~ auggeations. 

The first·choice for restructuring .our . M~ny other OI'glln1za.t10ns, In Ptu"ticu­
hea.ltth care'sJ,"stem; including the first la.r. FamU1eR U$A. have also bef:n·e~·. 
choice of airnost··everyGov~rnor. 18 trcmely . helpful. I look forward t<:>., 

·	t~t t.he Fede!,8.1Govemmen'tmeet the working with all interested pa..rtiee.,t.o.~·:··' 
need {or Jl.&tional compre.hcnslve rs-. assure H,l e have t:h.~1 3tIrOnge.st~c~.~~,:':.· 
form. HOWeVE}r. if.8. d1vided Gov:ern- posslbll?:. . ' ..',;:"::'.>','<? 
merit' EH'lRU(SS that we cannot gain COQ- I am also extreme]y pI eaael.L to <no~'1:::. 
sensus on the nationa.l reforms we 80 that Cong-reasman \VYPSN lla.s·alread:t".· 
;	desperately.. need

9 
we simply cannot indicated'his dee1r'3' (,or Introducing th·e:· .. 

continue to hold the:.Sta.ts8 hostage to companion legislat.1nn on the House, 
our gI1dlock..· side. Although' not cosponsoring this 

. . . .MI. Pro~Jjdent.H; is eS&e.n:t!al to re-' legislaUon t.oday. I woulda.1s0 l1ke~to.: .' 
. :mamb·er. • .':thOi.:.gh.that this:·bU(can' in th~!.nk Senator DUR.,Kl-iliSROER forbJ:8, tn- ':. '.' 

.:. -!!~--;"'-<:'-:"-""I".-- .. , ...... ; • ..;~ .. ',..:: .. ' 0''r' ~-:-·ou.,:·.,.a8·-.,o·e· In·C7-·t·..·e~t'~r-...~.:.r~"'~n'..~-ti'ur:i~o·.t"';"""'f-T:' •?~y·~·:·fl~~~~~"::,::< J 
:DVIUO. JI.~~~~,Ii:.l:l,~, .. ~... :.&l!' " II.... <..... ...on '" .JO\oo ...~ .~ C" l>'1> f' 0 ma:n oJ~·~n~"'~p~,::-,.,.,.:~.:.· .. 

-~-...,·nr&tt-chd1ce cf pra.ctlcS:t,l,y:,eve:l1~~!~~_cePt8 outllned in thiJ.i legls1~tlo'n'.> ~n:.;~<·~ :y"
First. it can work, to Jn11lr8ome~l)rtlie . ator LEAHY and I aro veryencouragetj'"·,· 
deta.t!s or the pre.viously introduced nti,- by tha~e dcve1opment,8. I urge all· of AU!' ".­
t~'oD811y" comprehens1ve .initia.tives.· colleagu8 to join Sena.tor L.F..AHY. Con.,: 

~'Se.c()nd~w~ive:rs are not granted in any ~88ma.J'l WYTH-:N. aIle! rr..o 1:1 ourefforcS.· 
. case unless the Sta.t.~:.;,based effort Is to h!Jlp the State help theil·"a.nd ou,r:;'. , 
comprehensiVEl in nature.,·F1nally. constituents. '" 
while. holding' .theStateas a.ccounta.ble FInally. ttrlr. Pres.leent, 1 would l1ke< 

for comprehe~81ve. afrord~bie~qua.l1ty. to' take one mOmel:lt to BAY wh~t an 
aeee881ble hoalthC4r.~~ It~oe8.notd.1-c honor And a' priv:lh~e it ha.s· batiri to, 
~t 'the States a8 to· how they mUl't work wi th Senator LEAHY and· his·.Nne . 
aciiJeve these' criteria.. In. other warda. start on this bill. Today's nltrOd.u:crN0~.: 
advocates or single-payer approB.ches. of our b1ll r6p.re8en~91 a vIndlcat1On,.~fo~,·.· 
advocatae :of employer-based ap- ,his efforts and h1scomm1tmeni<,·:l.to":\:.t.:· .'. 
proaches, and la.O.voca.teaofeverythtng cha~ge and reEttructurs our heaJ thcaJ-tf.'·.. ·,· 

.. 	 8Ystem.·'··' 

.. ' 

-~~--.-------------------. _..... ---_._. 	
.. 
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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 Senat;:e Speciel Committee on Aging I you know 
of my long-standing interest in issues relating to prescription 
drug access and cost containment. Therefore, the provisions in the 
Administration' 5 health care reform package relating to these 
issues are of particular interest to me. The purpose of this 
letter is to encourage you to conF: i cie,.. including the following 
prescription drug-related provisions in the final health care 
reform plan that is currently under development: 

o Medicare Prescription Drug Benefit: Older J\rnericans are in 
dire need of better prescription drug coverage. Therefore,. I urge
that a Medicare outpatient prescription dr~g benefi't be included in 
the final package., ObviouslYI it would be optimal if the Medicare 
drug benefit could cover as :many older Americans as posslble by 
having a relatively low deductible and prescription copayment. For 
example I I would recommend an annual deductible in the range of 
~250, with 80 percent of the cost of e"ch prescription covered by 
the program thereafter. However, I recognize that the potential 
cost of the benefit to the federal government and to the Medicare 
popula tion may make it difficult to provide this generous 'a 
benefit~ 

Reqardless of the deductible, I strongly urqe that the 
Medicare drug benefit contain specific mechanisms to contain the 
cos'Cs ot pharmaceutical~ for t.he proqranl. 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 quick.ly. I recommend that Medicare 
cost containment strategies include a Medicaid-like drug
manufacturer rebate prograrn l negotiations with manufacturers over 
drug prices, or both. 

http:quick.ly
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o Interim PharmaC.~:u.tic~;t... CPJilt 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 
carQ systQrn. SQvQral drug manufacturers havo publicly ctated th~t 
they will "voluntarily" maintain their "weighted average" annual 
price increases on their products to the rate of inflation. 

If the Administration decides to use this interim approach to 
contain drug costs, I strongly urge that it be combined with an 
approach that sgecifically limits price increase on drug products 
distributed to the retail class of trade. This can be achieved 
ei ther by limi ti.ng t'.he we.i.Qhted average .price increase of Qach 
retail-distributed product's dosage form and strength to the 
increase in inflation or by limiting the increase in each 
individual retail produc~'~ package size to the increase in 
inflation. 

Without this additional price increase limit, I am concerned 
that manufacturers' retail prescription drug prices will continue 
1'".() increase faster than· inflati.on. If this occurs r Americans may 
see little relief from the excessive price increases of the past 
twelve years. 

o Mechanisms to Contain New Drug Costs: The final packaqe 
should contain some mechanism to contain the cost of new 
pharmaceuticals that will be marketed. This is especially 
important in the caRA where the new pharmacQutical has no 
therapeutic alternate on the market. I strongly urge the 
establishment of a National Commission or Board with the primary
responsibility of providing informat.i.oIl to the heal1:h care system 
about whether the price of a new drug is "reasonable." 

Wlthout such a review, manufacturers will l.:i.kely attempt t:o 
offset cost containment pressures on "existing" drugs by increasing 
prices more rapidly on .. TlAW" drugs. A!; 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 I drug manufacturers would still have 
significant pricing flexibility. However, they would have 'to 
become more sensitive to the prices at which they introduce new 
drugs to the Oni ted States. This approach .i S n m.; dd 1A g:rrmnd
between direct federal regulation of the prices of new 
pharmaceuticals t and doing nothing at all. This Board could also 
provi.de valuable. information to all purchasers about the prices of 
pharmaceuticals in other industrialized nations. . 

http:provi.de
http:inflati.on
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Mrs. Hillary Rodham Clinton 
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Page 3 

Hillary t I know that you and the President are doing yn\lr 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 rew.ffirm to you my conuniuneIlt 'to 
developing a responsible health care reform package, and would 
appreciate your serious consideration of these ideas on 
pharrnaceut;.l.cc.ll:'l. I would very Jrluch 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, 

~d-
David Pryor 
Chairman 

cc: 	Ira Maqaziner, Senior Domestic 

Policy Advisor 
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FOR IMME~IATE RELEASE Aim Trinca/ 
Thursd.aY, 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 heal'th 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-AR). 

"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 underage 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 ma'rketplace, 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 restraint 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 c,are providers, 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 meaningful 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 
phannaceutical 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. 

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