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THE WHITE HOUSE 

WASHINGTON 

November 4, 1999 

MEMORANDUM TO THE PRESIDENT 


FROM: Chris Jennings 

SUBJECT: H.R. 3075, the Medicare Balanced Budget Refinement Act of 1999 

CC: , John Podesta, Steve Ricchetti, Maria Echaveste, Jack Lew, Gene Sperling, 
Bruce,Reed, Larry Stein, Joel Johnson, and Mary Beth Cahill 

Today, the House paSsed its version of the Medicare provider give-backs legislation by a'vote of 
388 to 25. It costs $11.8 billion over 5 years. It provides relief for hospitals, nursing homes, 
home health providers, physicians, therapy providers, and ruIal health providers. With very few 
exceptions (such as an unnecessary and ~ll-advised payment increase for managed care and 
inadequate and controversial policies regarding teaching hospitals), most of the provisions 
included are workable with relatively small adjustments. 

The primary challenges continue to be the lack ofoffsetS for these newcostS, the fact that no 
resources are being transferred to the Medicare trust fund to avoid a negative impact on the 
financial health of the Medicare program, and the front-loaded nature of the give-backs. On the 
last point, like the Senate, about halfof the $11.8 billion expenditures in the HoUse bill are spent 
in the first two years, with most ofthis in 2001. 

Since the Congress has forward-funded so much of its 2000 budget, probably cannot live under 
the unrealistic appropriations caps, and is considering tax policies that reduce revenue 
significantly, the availability ofon-budget surplus dollars for 2001 is - or is almost 
nonexistent. As a' consequence, the dollars dedicated to 2001 spending ($4.3 billion in the House 
and $5.6 billion in the Senate) may need to be pushed into 2002 and beyond so that your FY 
2001 budget has resources available for high-priority initiatives. Even though the 5-year total 
expenditures would,likely be the same, this approach would still likely alienate many providers 
who are expecting administrative and legislative payment increases out ofWashington ~s year 
and next year. ' 

We are assessing whether the Congress feels strongly abut the 2001 spending issue and if the 
Republican leadership will impose their own fiscal restraints for the early years of its budget. So 
far, the Congress appears largely unwilling to impose any fiscal restraints (or pay-for 
requirements) on itselfon this issue. 

Attached is an OMB letter we sent to the Congress today. As you will note, it does not reference 
the 2001 issue because we do not want to be the only ones raising it. We will keep you apprised 
ofdevelopments. 



-----------------

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

THE DIRECTOR 

, , 

November "5, 1999 

The Honorable Richard A. Gephardt 
Democratic Leader 
United States House of Representatives 
Washington, D.C. 20515 

Dear Mr. Leader: 

This letter responds to your request on our views of the Balanced Budget Act adjustment 
bills that are currently being considered in Congress. As you know, the' President is committed 
to moderating policies in the Balanced Budget Act of 1997 that. are flawed 'or have unintended 
consequences for Medicare beneficiaries and providers. The Administration has taken numerous 
administrative actions to this end and 'believes that the Congress should not conclude its first 
se~sionunti\ necessary legislative changes are made. ' 

Most of the Administration's speCific policy suggestions and concerns with the House 
and Senate bills have been discussed at the staff level, and we will continue that collaboration. I 
want to take this opportunity to restate our commitment to broader Medicare reform and concern 
about the potential effect of the adjustment bills on the budget and Medicare trust fund. 

The problems caused by the 1997 Balanced Budget Act that we have mutually identified 
are serious and require immediate action. However, evell greater challenges are presented by the 
demographic and health changes of the 21 st century. The doubling of the Medicare population in 
the next 30 years and advances in medicine will strain Medicare's ability t6 provide basic health 
services to seniors and people with disabilities. This is why the President developed a plan to 
strengthen and modernize Medicare, including adding a long-overdue, voluntary prescription 
.drugbenefit. This plan remains one of the Administration's top priorities and we hope to work 
with you to ensure its passage in 2000. ' 

In the absence of broader reforms, the Administration continues to believe that legislation 
to correct problems with the Balanced Budget Act policies should be paid for and not undermine 
the solvency of the Medicaretrust fund. The President's Medicare reform plan included a sd or 
proposals to modernize traditional Medicare and reduce costs which would help in this regard. 
Other offsets, which could include appropriate tax offsets, could also be used., Regardless of the' 
approach, I strongly encourage you to protect the progress we have made in extending the life of 
the Medicare trust fund and not reverse the gains which we have worked so hard together to 
achieve. 



;. There are several provisions of the bills that we have ,identified in staff discussions that 
could be modified or eliminated. I want to reiterate our concern about a further slow-down of 
the implementation of the managed car~ risk adjustment system. The BBA required that 
payments to managed c~lre plans be risk adjusted. To ease the transition to this system, we 
proposed a 5-year, grad~lal phase-in ofthe risk adjustment system. This phase-in forgoes 
approximately $4.5 billion in payment reductions that would have occurred if risk adjustment, 
were fully implemented immediately. The Medicare Payment Advisory Commission and other 
experts suppo'rt our planned phase-in. These experts also believe that Medicare continues to 
overpay managed care pJan. In light of this, we think that increased payments to managed care 
plans through this mandated slow-down of risk adjustment are unwarranted at this time. 

The Administration would also support the inclusion of language to clarify the intent of 
Congress for determining aggregate:payments to hospitals under OPD PPS. A technical drafting 
error in,the BBA language authorizing the PPS system has produced some confusion over the 
aggregate payment formula for this system. The enactment of clarifying language on the subject 
would be most useful in eliminating the confusion caused by this drafting error. 

BBA was an historic and major, bipartisan achievement. Because of its magnitude, it is 
not surprising that there are a number of modifications that we mutually agree are necessary to 
address its unintended and negative consequences. The Administration looks forward to 
working with you on these modifications to ensure that Medicare continues to provide high
quality, accessible health care. 

Director 

" . 
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EXECUTIVE OFFICE OF THE PRESIDENT 


OFFICE OF MANAGEMENT AND BUDGET 


WASHINGTON, D.C. 20503 


October 18, 1999 

THE DIRECTOR 

Honorable William M. Thomas 

Chairman, Subcommittee on Health 

Committee on Ways and Means 

United States House ofRepresen~~ves 


Washington, D. C. 


Dear Mr. Chairman: 

I am writing to respond to your request regarding how the Administration woUld score the 
attached language clarifying. Congressional intent on the outpatient prospective payment system 
(PPS) enacted in the Balanced ~udget Act (BB.Ar· .' 

As you know, the outpatient PPS was intended to rationalize outpatient payment policy. 
The intent ofthatlegislation was to correct a flaw in outpatient payments, and included multi-year 
savings of$7.2 billion from lower rates ofcost growth under the new system. The law was not 

. intended to impose an additional reduction in aggregate payn:tents to hospital outpatient 
departments. No such reduction was contemplated when the BBA Wru? negotiated, and we ' 
continue to believe that such a reduction would be unwise .. The Medicare program needs to 
continue to encourage outpatient care, not discourage it by failing to pay its full <?osts. 

Unfortunately, however, a technical drafting change has produced some confusion over the 
outpatient pt:\yment formula. _The enactment ofclarifying language on the subject would be most . 
useful in elhninating the confusion Caused by the technical 4rafting ofth¥current law. The attached 
draft language would clarify the law and assist in carrying out the intent ofCongress. 

- . The Administration would not score the draft language, which would not modify the 
statutory provision, since it would only clarify the intent ofCongress. Under the Budget 
Enforcement Act; legislative action is scored only wh~m it changes current law. Findings or 
clarifications by Congress do not change the law and do not result in scoring. We are not aware of 
any cases since enactment of the Budget Enforcement Act hi 1990 where findings or clarificationS 
by Congress were scored. Therefore, the attached language, ifenacted, would not be scored by 
-the Office ofManagement and Budget. 

\' ~ . 
Director 



SEC.: .INTENTION REGARDING BASE AMOUNTS IN APPL YING THE 
-.: 

HOSPITAL OUTPATIENT PROSPECTIVE PAYMEl:'IT SYSTEM.-With respect to 

determining $e amount of copaymentsdescribed in paragraph (3)(A)(ii) of subsection 

1833(t) ofthe Social Security Act, as added by section 4523(a)'ofBalanced Budget 

Act of 1997, Congress fmds that such amount should be determined without regard to 

such subsection and clarifies that the Secretary ofHealth and Human Services has the 

authority to determine such amount without regard to such subsection, and that the base 

amounts to be calculated und~r paragraph (3)(A) not reflect any reductions in aggregate . 
. . .', 

payments to hospitals for covered OPD services. 

:,1 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 2.0503 

THE DIRECTOR 

November 5, 1999 

The Honorable Richard A. Gephardt 
Democratic Leader 
United States House of Representatives 
Washington, D.C. 20515 

Dear Mr. Leader: 

This letter responds to your request on our views of the Balanced Budget Act adjustment 
bills that are currently being considered in Congress. As you know, the President is committed 
to moderating policies in the Balanced Budget Act of 1997 that are flawed or have unintended 
consequences for Medicare beneficiaries and providers. The Administration has taken numerous, 
administrative actions to this end and 'believes that the Congress should not conclude its first 
session until necessary legislative changes are made. 

Most of the Administration's specific policy suggestions and concerns with the House 
and Senate bills have been discussed at the staff level, and we will continue that collaboration. I 
want to take this opportunity to restate our commitment to broader Medicare reform and concern 
about the potential effect of the adjustment bills on the budget and Medicare trust fund. 

The problems caused by the 1997 Balanced Budget Act that we have mutually identified 
are serious and require immediate action. However, even greater challenges are presented by the 
demographic and health changes of the 21 st century. The doubling of the Medicare population in 
the next 30 years and advances in medicine will strain Medicare's ability to provide basic health 
services to seniors and people with disabilities. This is why the President developed a plan to 
strengthen and modernize Medicare, including adding a long-overdue, voluntary prescription 
.drug benefit. This plan remains one of the 'Admiriistration's top priorities and we hope to work 
with you to ensure its passage in 2000. 

In the absence of broader reforms, the Administration continues to believe that legislation 
to correct problems with the Balanced Budget Act policies should be paid for and not undermine 
the solvency of the Medicare trust fund. The President's Medicare reform plan induded a set or 
proposals to modernize traditional Medicare and reduce costs which would help in this regard, 
Other offsets, which could include appropriate tax offsets, could also be used. Regardless of the 
approach, I strongly encourage you to protect the progress we have made in extending the life of 
the Medicare trust fund and not reverse the gains which we have worked so hard together to 
achieve. 



-~--,,--- --_._- --.----

There are several provisions of the bills that we have identified in staff discussions that 
could be modified or eliminated. I want to reiterate our concern about a further slow-down of 
the implementation of the managed care risk adjustment system. The BBA required that 
payments to managed care plans be, r:isk adjusted. To ease the transition to this system, we 
proposed a 5-year, gradual phase-in of the risk adjustment system. This phase-in forgoes 
approximately $4.5 billion in payment reductions that would have occurred if risk adjustment 
were fully implemented immediately. The Medicare Payment Advisory Commission and other 
experts support our plaruled phase-in. These experts also believe that Medicare continues to 
overpay managed care pJan. In light of this, we think that increased payments to managed care 
plans through this mandated slow-down of risk adjustment are unwarranted at this time. 

The Administration would also support the inclusion of language to clarify the intent of 
Congress for determining aggregate payments to hospitals under OPD PPS. A technical drafting 
error in the BBA language authorizing the PPS system has produced some confusion over the 
aggregate payment forni.~lla for this system. T~e enactment of clarifying language on the subject 
would be most useful in eliminating the confusion caused by this drafting error. 

BBA was an historic and major, bipartisan achievement. Because of its magnitude, it is 
not surprising that there are a number of modifications that we mutually agree are necessary t6 
address its unintended 'and negative consequences. The Administration looks forward to 
working with you on these modifications to ensure that Medicare continues to provide high
quality, accessible health care .. 

Director 



TOP LIST OF CONCERNS 


1. 	 Managed care risk adjustment: Delay should be eliminated. Fall-back: possible ok with 
another year in transition, but need to have 2001 progression (not just 90/10 in 2001). 

2. 	 Teaching hospitals: Should include Senate's more generous IME provision (fallback: '00
02 at 6.5 percent). Drop the House's controversial redistribution proposal for graduate 
medical education (cost: $0.4 billion over 5 years). 

3. 	 Hospital outp~tient department: Both bills should include clarification of intent; both 
House and Senate should use directed scoring. 

4. 	 Children's health: Should include the Senate extension ofthe $500 million outreach fund 
(expires in the next few months) 

5. 	 Obstructs modernization proposal and demonstration: Delays allowing the Secretary to 
use "inherent reasonableness" authority that allows gives her flexibility to set rates more 
appropriately (support Senate: delay until a GAO report ,is done). Delays competitive pricing 
demonstration, requires reporting on including FFS.This demo provides important 
information on competitive managed care proposals (compromise: no delay but make demo 
like our competition proposal). 

6. 	 Therapy caps: Support Senate moratorium rather than House 3rd cap, which we think is 
inadequate. (compromise: raise existing caps, but drop outlier policy). 

7. 	 Home health: Drop link of cut to implementation ofPPS. Drop PIP extension will cause 
worse overpayment problems that we have now. Prefer Senate phase-in to House delay. 

8. 	 Skilled nursing facilities: Prefer House approach of using across-the-board market basket 
increase to adding to rehab RUGs. 

9. 	 Hospital outpatient department: Outlier policy possible but unnecessary; transition 
policies not needed if 5.7 percent fixed. 

10. 	Pap smears: Support immediate increase but want Secretary to have the authority to update 
in the future. 

MISCELLANEOUS 
1. 	 Home health: OK with OASIS payment if no double billing 

2: 	Rural:· Have technical fix to 96-hour stay for critical access hospitals 

3. 	 Managed care: Oppose charging trust fund for education campaign 

4. 	 Rehab PPS: Prefer House, which gives Secretary transfer authority 

5. 	 Immunoslipressants: Support expanding drug coverage; want to give Secretary authority to 
limit coverage period to keep spending within amount allowed. 

6. 	 FQHC: Oppose Senate provision; reviewing alternatives 

7. 	 CHIP data: Support the Senate policies (none in the House) 
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PRESENTATION TO THE ANNUAL CONFERENCE OF 

THE HEALTHCARE ASSOCIATION OF NEW YORK STATE BY, 


FIRST LADY HILLARY RODHAM CLINTON 


HANYS CONTACT: 

Steven Kroll, Vice-President, Governmental Affairs 

Offic.e With Voice Mail (518) 431-7727 
Home
At Conference (beginning Wednesday at noon) (518) 644-9400 

[ask for HANYS conference center staff] 
Cellular Phone With Voice Mail ' 
Pager

PROPOSED SCHEDULE: 

Mrs. Clinton will be greeted by Daniel Sisto, the President of the Healthcare 
Association New York State (HANYS). ' 

HANYS is the statewide trade association for New York's not-for
profit hospitals, health systems, and affiliated continuing care 
providers. (95% of New York's hospitals are not-for~profit) 

We will be expecting the First Lady to arrive at approximately 11 :20 -11 :30 
a.m. 

Upon arrival, we would like Mrs. Clinton to have a brief introductory . 
meeting of approximately ten minutes with Mr. Sisto. 

Mr. Sisto will then escort Mrs. Clinton to a reception room where she will be 
greeted by the HANYS leadership for approximately fifteen minutes. I have 
attached a HANYS Board list for your information (Attachment A). Many of 
these individuals will be on·hand to greet Mrs. Clinton. 

Mr. Sisto and the HANYS leadership will escort Mrs. Clinton to the main 
auditorium where she will address an audience of hospital and health 
sy~tem executives and trustees. -.. 

We would be pleased if Mrs. Clinton would accept questions from the 
audience. Please advise us if this will be possible. Please also advise Lis if 
Mrs. Clinton would like us to arrange for press availability after her remarks 
and prior to departing Bolton Landing. 

October 7, 1999 4:00 P.M. 

P6/b(6)

P6/b(6)

P6/b(6)
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ISSUES OF CONCERN FOR NEW YORK'S 

HOSPITALS AND HEALTH SYSTEMS 


We would be grateful if the First Lady would be willing to address any or all 
of these issues in her remarks. 

• 	 HANYS has long shared the First Lady's goal of expanding access to 
health insurance to all Americans. HANYS believes the availability of 
tobacco settlem'enifunds presents a unique opportunity to make 
incremental progress towards this goal for both children and ,families. 

• 	 HANYS members believe Congress and the Administration should work' 
together to enact legislation and promulgate regulations that restore 
Medicare funding and repair the Balanced Budget Act (BBA) this fall. ' 
(More information on BBA repairs follows in background section of this 
document.) 

• 	 HANYS believes many of the federal managed care reforlTl proposals 
currently under consideration represent an important step in ensuring 
that insurerS and managed care companies are more accountable to 
consumers. Many of the proposed reforms have already been enacted 
into law in New York and should be extended to all Americans. 

• 	 HANYS also believes that discussions of federal managed care 
legislation should be broadened to address health care providers' 
growing payment problems with HMOs and insurers. For example, 
HANYS supports the establishment of a federal prompt payment 
standard for all payers, as New~York State's hospitals are experiencing 
tremendous growth in accounts receivable and retroactive denials of 
payment by managed care plans and insurers. 

• 	 HANYS has a similar man'aged care agenda at the state level. HANYS 
"Health Insurance Payer Integrity Agenda," which is attached 
(Attachment B) will be a key focus of the HANYSmembership this faU 
when the State Legislature considers HeRA successor legislation. 

2 
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"BACKGROUND INFORMA110NON HANYS MEMBERSHIP AND 
" HANYS ADVOCACY AGENDA 

Diversity. of New York State'sH.os.pitals 

. New York State has a diverse hospital community. New 'York has: 

• 	 some of world's largest academic medical centers, 
• 	 some of the smallest hospitals that dot the heartland of America, and 
• 	 many suburban, community and small urban hospitals that are 

essential health care resources to the fastest growing communities in "" 
New York State. . 

The persons"who govern and administer these hospitals are fiercely proud 
of their individual institutions. The different types of hospitals ha't'e uni"qufj 
needs and t~e New·Yo~k hospital community works hard to baiance the 
needs of e~ch type of hospital in our collective public advocacy a'genda. 

The entire audience would be personally touched ,by the First lady's 
remarks if she Would balance her address to equally recognize each of 
these three types ()f hospitals. 

" :, 
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.BACKGROUND INFORMATION ON HANYS MEMBERSHIP AND 

HANYS ADVOCACY AGENDA 

HANYS' Position on Balanced Budget Act Repairs 

• HANYS members believe Congress and the Adtnlnist'rati'onshould work 
together to enact legislation and promulgate regulations that restore 
Medicare funding and repair the Balanced Budget Act (BBA) this fall. 

• 	 The Administration has also proposed billions of dollars in additional 
provider payment cuts during 1999. The additional proposed cuts, in 
the form of BBA extenders, are in~ppropriate given the BBA has already. 
saved billions more than originally estimated. . 

• 	 Having a balanced budget is important. But, the Medicare cuts in the 

balanced budget law went too far. 


.• 	Lawmakers have the opportunity to make restorations to Medicare and 
reverse the mounting consequences of the BBA before our 
communities are too severely impacted. 

• 	 The almost $5 billion in BBA cuts on New York State providers has 
already forced hospitals to make difficult choices that may run counter 
to our mission of community service. 

• 	 The BBA repair funds proposed thus far by Congress and the 
Administration are inadequate to address the unintended consequences 
of the BBA in all priority areas. It will be impossible to make meaningful 
restorations to all types of hospitals, nursing homes, and home care 
providers without a greater commitment of funds. 

• 	 Adequate funding must be made available so BBA relief legislation and 
regulation can address the needs of teaching hospitals and non
teaching hospitals alike- whether urban, suburban, Qr rural. 

• 	 Medicare's proposed outpatient PPS will disproportionately reduce 

hospital outpatient revenue in New York State (Additional Information 

in Attachment e), 


4 
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• 	 HANYS SUppOrts the legislative efforts in the Congressional Health 
Committees to increase outpatient PPS funding. HANYS has developed 
a legislative proposal that would restore funding to the outpatient PPS. 
The proposal has been introduced in the House of Representatives as 
H.R.2979 • 

• 	 . Regulatory repairs to the·Outpatient PPS are also necessary. HANYS is 
urging the Administration to rescind the across-the-board 5.7% 
reduction in payment rates in the proposed rule. A large majority of' 
House and· Senate members of both parties oppose this. reduction, 
which was not required by the BBA. This reduction· will reduce 
outpatient payments in New York by about $45 million per year. The 
Administration should also include a teaching and Disproportionate 
Share Hospital (DSH) adjustment in the outpatient PPS. 

• 	 A list of HANYS-supported legislation to repair the BBA is attached 
(Attachment D). 

5 
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Impact of Current BBA Restoration Proposals on New York 

The Administration has suggested a much smaller pool of funds for repairing the 
BBA than either Republicans or Democrats in Congress. The Administration's 
proposed BBA repair fund is inadequate to address the unintended consequences of 
the BBA in aU priority areas. It will be impossible to make meaningful restorations 
to GME. hospital outpatient, nursing homes, and home care without 'a greater 
commitment of funds. 

The BBA will reduce Medicare hospital spending in New York by 
approximately $4.75 billion over five years. 

Tbe Administration's proposed BBA extenders would reduce total Medicare. 
spending in New York by app.-oximately $3.2 billion over the next ten years, 
the majority of which would likely come from hospital payments. 

White House - Proposes to return $7..5, billion over ten yean to providers and health 
plans 

New York's Potential Share =$300 million over fiveyears for all providers 
and health plans (not just hospitals) 

Rep.,BUl Thomas and House Republicans - Propose to return app.. oximately $10 
billion ove .. five years to providers a~d health plans 

New York's Potential Share"'" $800 million over five years for aU providers 
and health plans (not just hospitals) 

Sen. William Roth - Propose to return approximately $7.5 billion over five years to 
providers and health plans 

New York's Potential Share = $600 million over five years for all providers 
and health plans (no~ just hospitals) 

Sen. Tom nas~hle.and Senate Democrats 

Proposes to return $20 billion over five to ten years to providers and health 
plans 

New YOJ:'k's Potential Share = 5800 million to $1.6 billion over five years for 
all providers and health plans (not just hospitaJs) . 

6 



P.8/28OCT 12 '99 02:49PM HANYS 

Major Emerging Issue - Medicare DSH Formula 

The Health Ca.re Financing Administration (HCFA) has recently begun 
revisiting the Medicare Disproportionate Share Hospital (DSH) payment 
formula in a manner that could result in the loss of hundreds of millions of 
dollars in Medicare Disproportionate Share (DSH) payments to New York 
StateJs safety net hospitals. 

In order for hospitals to qualify for Medic~re DSH payments, they ,must 
demonstrate that they treat a high number of poor and uninsured patients. 
The proxy for calculating the number of poor and uninsured patients for 
each hospital is based on a formula that includes the number of Medicaid 
days. Recently, HCFA has incorrectly decided that there have been 
significant DSH overpayments to hospitals as a result of the inclusion of a 
state-created Medicaid category called Home Relief (HR) in this calculation 
of Medicaid days. 

HCFA and the Medicare Fiscal Intermediary had previously told HANYS that 

New York's Medicare DSH calculations were in compliance with federal 


. requirements. However, very recently, HCFA has revised its position on 

. this issue and told hospitals that sta'te "Medicaid" days must be excluded, 

even though hospitals do not have the ability to distinguish these patients 
from their "federal" Medicaid patients. The recalculation could potentially 
cost New York State's approximately 125 DSH hospitals an estimated $160 
million per year. HCFA has indicated this new policy .could be both 
retrospective and prospective, and result in the recoupment of funds going 
back severai years. In addition, approximately 19 hospitals would lose 
DSH eligibility if these days were exclUded. 

These recoupments and future reductions would be in addition to BBA cuts 
already in effect and would deepen the plight of already financially troubled 
safety net providers. Our State's Medicare DSH hospitals are located in 
every corner of New York State, in every Congressional district, with one 
exception. These safety-net providers use these essential DSH payments 
to maintain access to health care for every patient that comes through their 
doors, regardless of the patients' ability to payor insurance status. Many 
of thes~ providers have received letters from the fiscal iritermediary 
indicating that closed Medicare cost reports, dating back to 1993 or 1994, 
would be reopened for the purpose of recalculating their Medicare DSH 
allotments. 

7 
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BACKGROUND INFORMATION ON 

NEW YORK STATE'S HOSPITALS &HEALTH SYSTEMS 

FOR FIRST LADY HILLARY RODHAM CLINTON 

New York Hospitals: Serving Their Communities 

New York State has approximately 250 urban, rural, and suburban hospitals that 
form the core of our health care system. These hospitals, which range in size 
from two to 1,171 beds, are a crucial source of many essential services for all 
New Yorkers. 

New York State's urban, suburban, and rural hospitals provide an astounding 
array of high-quality health care services for their communities, as well as visitors 
to the Empire State, and persons from around the world who come to New York 
seeking cutting edge medical treatment. From our academic medical centers 
and teaching hospitals, which provide access to the . most advanced 
technologies, to the community hospitals that offer local access to essential 
medical and emergency services, New York State's hospitals make a difference 
in thousands of lives each day. Forexample: 

• 	 New York State's fifteen organ transplant centers performed 1168 major 
organ transplants in 1997. 

• 	 Around-the-clock lifesaving information is just a phone call away at six 
regional poison control centers. 

• 	 Advanced trauma care is always available at forty-seven regional, area, and 
pediatric trauma centers. Nine burn centers are also always on stand-by. 

• 	 Hundreds of satellite outpatient clinics bring health care directly to New York 
State's most underserved urban and rural populations. Hospitals and hospital
sponsored primary care clinics and offices are the primary source of health 
care for the uninsured. 

Service to communities is our bottom line. Hospitals are major sponsors of 
meals-on-wheels and other nutrition programs, support groups, teen outreach 
programs, school-based health clinics, immunization programs, anddften provide 
transportation to and from health facilities for seniors and the disabled. 

8 
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New York Hospitals: 

Special Missions 


Sixty-five New York State hospitals in thirty-six counties are designated as rural, 
or selVe predominantly rural communities. In seventeen cif these counties, there 
is only one hospital. For geographically isolated New Yorkers, rural hospitals are 
the only guarantee of readily accessible emergency and lifesaving care.· More 
than two dozen hospitals are over fifteen miles from the nearest alternative 
hospital. often over secondary roads. Rural hospitals are the safety net for their 
communities and treat predominantly elderly and low-income individuals and 
families. Many have developed specialized services that enable senior citizens 
to get excellent health care close to home. 74% of rural hospital inpatient days in 
New York are for Medicare and Medicaid patients. 

More than 100 New York State hospitals have teaching programs. These 
institutions make our state one of the world's premier centers for medical 
excellence. 1he hospitals provide the finest training for more than 15,000 
physicians and other health care professionals, provide access to care for the 
poor and uninsured, make available cutting edge medical technology, and serve 
as the foundation of a powerful biomedical research indUstry. New York State 
trains 16% of the nation's medical residents and educates 10% of the nation's 
medical students, drawing 10% of the nation's total National Institutes of Health 
grant funding. 

Despite trying financial times, many New York "Disproportionate Share" hospitals 
continue developing services targeted at improving the health status of uninsured 
and Medicaid patients. These hospitals are the backbone of care for New York's 
-most vulnerable populations 

More than 100 New York State hospitals provide specialized services for persons· 
living with AIDS and HIV. New York State continueS to have the largest 
percentage and number of persons living with AIDS in the nation. Of the 266,000 
AIDS cases reported to the Centers for Disease Control through June 1998, 
47,000 of the individuals, or 17.6%, live in New York. 

9 
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New York Hospitals 

Strengthening The State Economy 


In 1997, New York State's hospitals employed the equivalent of approximately 
410,000 full-time workers who earned almost $18 billion in wages,salaries, and 
benefits that were re-circulated in the state economy. 

New York State's hospitals spent $28.9 billion on staffing, goods, and services 
for patient care in 1997. 

New York State's prestigious academic medical centers and community teaching 
hospitals sponsor biomedical research and teaching programs that generate an 
annual $2.5 billion infusion of out-of-state funding to New York's economy, 
offsetting any costs to New York State businesses or·governments by an almost 
three-to-one margin. 

New York Hospitals 

Efficient and Effective 


New York State's hospitals had the nation's lowest number of full-time workers 
per patient caseload - 4.2 versus the national median of 5.3 in 1991. 

These hospitals had a median occupancy rate of 62.4% in 1997, compared to the 
national median of 44.7%. . . 

Ninety-six percent of New York State's hospitals are either not-for-profit (83%) or 
government-run (12%). Only 5% are for-profit. Recent studies have found that 
not-for-profit hospitals are more cost-efficient than for-profit facilities. 

In the last four years, overall Medicaid spending has risen by only 5%. Medicaid 
spending for hospital services in New York State has actually dropped 26% over 
the same period. 

10 
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New York Hospitals 

Financial Challenges 


The financial, viability of New York State's hospitals is beihg threatened by: 

• severe reductions in Medicare and Medicaid funding, 
". 	growing problems with HMOs and other health insurers wh() withhold, delay, 

and deny payment for health care s'ervices that' have been appropriately 
provided, and 

411 the growing number of uninsured in New York State. 

The number of uninsured in New York State has continued to rise --from 2.9 
million in 1994 to 3.2 million currently. New York's hospitals are the caregivers 
for these New Yorkers, and for millions more who are uhderinsured. Our 
hospitals provided $1.4 ,billion in uncompensated care in 1997, and another 
$1.54 billion in uncompensated car~ in 1998. ' 

Under the federal' Balanced Budget Act (BSA) of 1997, Medicarereimbursemerlt 
to New York hospitals will be reduced by approximately 4.75 billion between 
1998 to 2002. Already, hospitals are feeling the severe effects of the first two 
years of the BBA, as is evidenced by their weak financial performance in 1998 
and 1999. 

Meanwhile, private health insurers are increasingly, denying claims for payment 
or flouting the state's Prompt Payment Law (as' evidenced by the $244,300 in 
fines levied against 18 of the state's health plans in 1999). 

1< ' 	 ,,' 

New York State hospitals had the second lowest "profit margin" in the United' 
States in 1997. The median'margin for New York hospitals was a razor-thin 
0.82% compared to 3.83% for all U.S. hospitals. Those slim margins are being 
eroded by further funding cuts. 

According to financial information filed by'194 of the state's 240 hospitals, the 
small aggregate surplus of 1997 has been wiped out by a loss on operations of 
more than $140 million in 1998, a swing of more than $250 million in one year. 
These statewide losses have translated into layoffs, postponed or terminated 
programs, unpaid vendors, a hospital bankruptcy, and several hospitals on the 
edge of in~olvency. 

SOURCES: 

Hospital Statistics 1999, American Hospital Association 

HJV/AIDS SurveilJance, December 1998, Centers for Disease Control' 

The Source Book: The Comparative Performance ofU. S. Hospitals, Oeloitte & 

Touche and Health Care Investment Analysts; Inc., 1999 . 

NYS Department of Hea~Ii, Health FaciJitiesDirectory, July, 1999 

£S202 Report, NYS Department of Labor, 1 ~98 
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Attachment B 

Health Insurance Payer Integrity Agenda 

Health care providers throughout New York State are experiencing 
significant problems with managed care and other insurers routinely 
withholding, delaying, and denying payment for. health care services that 
have been appropriately provided. Retroactive denial of payment for pre
authorized services, delayed payment for services already provided, and 
the financial collapse and weakness of many managed care·comp-anies 
have led to a tremendous increase in accounts receivable for all health 
care providers. Despite New York State Jaws regulating utilization review 
agents, mandating prompt payment of health care claims, and establishing 
an external appeal process, health care providers ha"e continued to see 
unpaid or late bills increase significantly this year, as managed care and 
other insurel"$ refuse to comply with existing laws. Existing penalties 
provide no incentive for payers to change behavior and comply with the 
laW. To resolve these critical and growing problems, HANYS is pressing for 
active and effective enforcement of existing laws, as well as enactment of 
HANYS' Payer Integrity Legislative Agenda. 

12 
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HEALTH INSURANCE PAYER. INTEGRITY' 

HANYS' LEGISLATIVE AGENDA 

HEALrHINSURANCEGUARANTEEFUND 
Create a guarantee fund to ensure that health care providers are reimbursed for 
services in the event of the default of a health insurance plan. The guarantee fund 
would be funded by an assessment on all health insurers, imposed in the event of 
a default. The proposal would be modeled after guarantee funds for life insurance 
and property/casualty insurance that already exist in state law. 

PROMPT PAYMENT LEGISlATION 

• Define "clean claims" as a Unifonn Billing Form (UB-92) with all fields 
correctly filled . 

.. Establish a trigger mechanism for automatic enforcement of penalties. 

ill Reduce the time frames for prompt payment and provide a reduced 
timeframe for claims submitted through electronic transmission. 

• Increase penalties for failure to comply. 

YEAR 2000 PAYMENT LEGISlATION 

II Require the state's Medicaid system, HMOs, and other health insurers 
to demonstrate the Ye.ar 2000 operational contpliance of their payment 
systems or to establish a prospective interim payment system. 

• 	Provide health care providers with liability protection if they exercise 
reasonable due diligence in preparing for Year 2000 problems. 

II Alter the Medicaid payment methodology to ensure that Year 2000 cap
ital compliance costs are fully reimbursed, rather than discounted 44%. 

PRIOR AUTHORIZATION AND UTILIZATION REVIEW (UR) 

ill 	Define "prior authorization of a health care service" to ensure that such 
prior authorization guarantees payment to the health care provider 
when the service is provided. 

mRequire the Department of Health to standardize UR criteria. 

III 	Mandate the disclosure of UR criteria used by UR agents_ 

=Require advance notice of changes in the DR criteria. 

D 	Amend the third-party appeal statute to allow providers to initiate an 
appeal of concurrent denials. 

(over) 

HEALTHCARE ASSOCIATION OF NI;W YORI< STATE 
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DISPUTE RESOLUTION 
Establish a system for disputes over payments and payment practices between 
health care providers and health insurance payers to be resolved by an indepen-' 
dent entity. 

PROSPECTIVE INTERIM PAYMENT 
Require health insurers to establish ,a prospective 'interim payment (PIP) system 
when the insurer fails to comply with prompt payfuent and utiliz~tion review 
statutes or excessively and inappropriately denies payment through the UR 
process. 

EMERGENCY MEDICAL TREATMENT,AND ACTIVE lABOR ACT 
PAYMENTS 

... ' 
, ' 

, Require health insurers to 'pay for all emergency room services that hospitals ate 

:" , mandated by federal law, to provide to patients. 

, 
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BANYs 

HEALTHCIi~~ M.'roc:v.T10}ol Of Nllw VORl!: ST,,'!t 

Office of Federal Relations 
499 So. Capillll Street. SW, Suile 40S 
Washin~lon, DC 20003 

\' (l<l2) 639·1502 Fax: (202) 639-9542 

THE BALANCED BUDGET ACT (BBA) AND 
MEDICARE OUTPATIENT PPS 


September 1999 


BACKGROUND 

• 	 In 2000, as mandated by the BBA, Medicare wil1.changethe way in which it pays for outpatient services - from 
the current system ofreimbursing hospitals based on their reasonable costs - to a.prospective payment system 
(PPS). 

• 	 Outpatient services are typically delivered in hospital-basedclinios, ambulatory care and surgery centers, and 
emergency rooms. 

• 	 Medical advances allow hospitals to increasingly provide care in outpatient settings. Procedures that only a few 
years ago would require a mu]tiplenight hospital stay, now can be done in the outpatient setting. This trend is 
an appropriate response to our changing health care system and will result in more and more patients receiving 
care in less invasive and often less expensive hospital outpatient departments. 

PROBLEMS WITH THE HCFA-PROPOSED MEDICARE OUTPATIENTPPS: 

• 	 Rather than maintaining total funding fot outpatient PPS at current leVels (as intended by Congress), HCFA has 
proposed that hospital payments be reduced by 5.7% to reflect reductions in benefioiary co-payments. Congress 
had intended to offset these beneficiary changes with Medicare funding, not provider payment cuts. The 
proposed implementation ofthis 5.7% cut is not spread equally across the nation. New York will be one of the 
largest losers with total outpatient payments reduced 12.1%. 

. 	 . 

• 	 The outpatient PPS will result in hospitals receiving only 76 cents for each dollar spent for outpatient serVices: 
provided. In New York, hospitals will lose even more - 30 cents on the dollar. These losses will continue to 
escalate, as the BBA will reduce by 1 % the annual outpatient marketbasket "inflation" update for the years 2000 
to 2002. 

• 	 Certain hospitals will have disproportionately large reductions - as much as 40% of their current Medicare 
outpatient revenue. Small rural, major city and suburban teaching, city and suburban safety-net, and specialty 
hospitals, like cancer hospitals, are among those that will see the largest reductions in Medicare outpatient 
revenue. 

• 	 Many of the hospitals that lose the most under the PPS treat a larger than average number of low-income and 
uninsured individuals. Many ofthese same hospitals also have a significantly higher percentage of clinic and 
emergency department visits than other hospitals. 
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• 	 The BBA requires HCFA to develop methods to control unnecessary outpatient volume. HCFA has proposed 
constraining future Medicare hospital outpatient spending through estimated spending targets called volume and 
expenditure caps. These caps do not take into aCCOl1nt actual use of outpatient services. If triggered, these 
arbitrary targets will reduce payments to every hospital) including those who have been efficient in providing 
care. TIlese arbitrary caps may result in the limiting of services and technologies and treat all providers as gui lty 
by association. 

SOLUTIONS 

The following regulatory and legislative actions can restore funding to the outpatient PPS and assure fairness to New 
York's disproportionately city, suburban, and rural hospitals. 

HANYS "as asked HCFA to take tllefollowinc regulatory actio,.,s: 

.. 	 Eliminate the proposed 5.7% reduction in outpatient hospital payments. Congress never intended to make 
this reduction in outpatient funding and HCFA has the authority to rescind this .reduction. More than 75 U.S. 
Senators and 250 House Members have written to RCF A requesting that ~his proposed reduction be rescinded. 

• 	 EUminate the proposed volume and expenditure caps. The c.aps should be eliminated and replaced with an 
appropriate utilization control policy that specifically targets the abuse of services. 

• 	 Include a teaching and disproportionate share adjustment (1)SR).Wl1en developing other hospital payment 
systems, RCFA has consistently included teaching and DSH adjustments to aSSllre that providers are adequately 
reimbursed for the increased intensity of care provided in teaching hospitals and for providing care to large 
numbers of indigent patients. HCF A should include a teaching and DSH adjustment in the outpatient PPS. 

Congress should take thefollowing legislat~ve actions: 

• 	 Implement H.R.. 2241 by ReS. Mark Foley (R-Florida). When the outpatient PPS is implemented, many large 
urban, and small rural hospitals throughout the U.S. will lose 20-40% oftheir Medicare outpatient revenue in 
one year. To prevent these precipitous drops in Medicare revenues from harming hospitals and the Medicare 
beneficiaries who rely on them, this AHA-backed legislation should be enacted t6 limit each hospitaPs outpatient 
payment losses for three years. 

• 	 Increase payments for emergency departments (ED) and clinic visits. One ofthe ways to help many of the 
essential city, suburban, and rural safety,net hospitals with the largest losses is to increase payments for 
emergency department and clinic visits. EDs provide life saving care that is not available to Medicare 
beneficiaries in any other setting. These services are provided without consideration of ability to pay and it is 
essential that Medicare adequately reimburse hospitals for its share ofemergency selViees. Clinics provide many 
preventative and inexpensive services that monitor and manage the health status of Medicare beneficiaries, 
resulting in lower utilization of more expensive health care services. Hospitals that have the highest share of 
clin·ic visits also treat the highest percentage of poor patients. Cl inie rates should be increased to assure that 
access to clinic services is preserved. HANYS has drafted legislation to increase payments for ED and clinic 
visits. 

• 	 Restore the full marketbasket 'Update for 2000 to 2002. One way to restore funding to the outpatient PPS is 
to rescind the annual 1 % reduction in the outpatient PPS "inflation" update factor. Without the restoration of 
the full marketbasket update, payments will in effect be reduced an additional 3%, eroding any other 
improvements which may be implemented. HANYS has drafted legislation to restore the full marketbasket 
update. 
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Proposal to Increase Outpatient PPS Payments for 

Emergency Department and CUnic Services 


Proposah 	 Provide increased payments for emergency department (ED) and clinic APes by establishing 
a permanent fixed ED add-on factor and a pennanent ftxed clinic add~on factor. The add-on 
factors will be developed such that. in the first year ofthe outpatient PPS, total payments for 
ED visits will equal total ED visit costs and total payments for clinic visits will equal total 
clinic visit costs less 5.8%. • 

Rationale: 	 It is inappropriate that hospitals suffer losses of 24% or more in providing emergency and 
clinic services to Medicare beneficiaries. as will happen if the outpatient PPS is implemented 
as currently proposed. Emergency departments provide life saving care that is not available 
to Medicare beneficiaries in any other setting. These serVices are provided without 
consideration of ability to pay and it is essential that Medicare adequately reimburse 
hospitals for its s~re of emergency services. In addition, clinics provide ma.ny preventative 
and inexpensive services that monitor and manage the health status of Medicare 
beneficiaries, resulting in lower utilization ofmote expensive health oare serVices. 

Impact: 	 HANYS estimates that required ED add-on factor is 32% and the clinio add-on factor is 
24%. These add-on factors would result in increased outpatient PPS payments of 3.9% ($1.9 
billion over the period July 2000 to December 2004). The hospitals that would benefit the 
most from this proposal are thos~ that tend to focus of providing for the basic health care 
needs of their communities. For example, the characteristics of the 100 urban and 100 mral 
hospitals that are helped the most are as follows: 

./ 	 These hospitals provide core outpatient services in their communities: 

III For the top 100 urban hospitals, 68% of their outpatient services are ED and clinic 
visits; 

• 	 For the top 100 rural hospitals, 52% are ED and clinic visit?_ 

(Nationally> ED and clinic visits account for about 25% of all outpatient visits.) 

,/ 	 These hospitals tend to be smaller: 

• 	 Of the top 100 urban hospitals, 71 have less than 200 beds; 
• 	 Of the top 100 Mal hospitals. 88 have less than 50 beds and the other 12 are 

between 50 and 99 beds. 

,/ 	The top 100 rural hospitals tend to str.Ve wide geogra.phic areas and many are already 
recognized as unique by Medicare: 

• 	 63 are the only hospitals in their county and 41 are 20 or more miles from the next 
closest 'hospital; \ . 

• 	 57 are either sole community or Medicare dependent hospitals. 

These 100 urban hospitals and 100 rural hospitals would gain 15 to 16% above the outpatient £IPS 
payment levels as currently proposed. 

Healthcare Association ofNew York State 	 September 23. 1999 
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Office of Federal Relations 
499 So. CilPJt~1 Street. sw, Suite: 405 
Washington. DC .20003 
(202) 639.1502 Fax; (202) 639.9542 

.: •• :. 1999 New York Co-Sponsors .: •• :. 

of Legislation to , 


Repair the Balanced Budget Act (BaA) 

[Text, summaries, co-sponsor lists, and other infonnation on these bills can be found on the 

Library of Congress legislative information site at hnp://[homas.loc.gov.] 

LEGISLATION THAT AFFECTS HOSPITALS 

RESTORE FUNDS TO HOSPITAL 


MARKETBASKET, REPEAL FEE-FoR.. 


SERVICE DISPROPORTIONATE SHARE 


CUT, AND FREEZE INDIRECT MEDICAL 


EDUCATION (IME) REDUCTION AT 

OCTOBER 1, 1998 LEVEL (6.5%) 


Medicare Hospital Emergency 

Assistance Legislation (HEAL) 

(H.R.2266) 

Introduced by Reps. Nita Lowey (D-HarrisonJ & 
Jack Quinn (R-Hamburg) 

Rep. Maurice Hinchey (D-Saugerties) 
Rep. Peter King (R-Seaford) 
Rep. John LaFalce (D-Tonawanda) 
Rep. Michael McNulty (D-Green Island) 
Rep. Jerrold Nadler (D-Manhattan) 


. Rep. Louise Slaughter (D-Fairport) 

Rep. Anthony Weiner (D~Brooklyn) 


INCREASE CLINIC AND ER RATES, 

RESTORE FUNDS TO OUTPAtiENT 

MARKETBASKET, AND THREE-YEAR 

STOP~Loss TRANSITION TO OUTPATIENT 

PROSPECTIVE PAYMENT SYSTEM 

Medicare Hospital Outpatient Payment 
Equity Act (H.R.2979) 
Introduced by Rep. Rick Lazio (R-Brightwaters) 

THREE-YEAR STop-Loss TRANSITION TO • 

OUTPATIENT PROSPECTIVE PAYMENT 

SYSTEM 

The Hospital Outpatient Preservation 
Act of 1999 (S.1263/H.R.2241) 
Introduced by Sen. James Jeffords (R- VT) & . 
Rep. Mark Foley (R-FL) 

Rep. Maurice Hinchey (D-Saugerties) 

Rep. Carolyn McCarthy (D-Mineola) . 

Rep. Michael McNulty (D-Green Island) 


. 	Rep. Gregory Meeks (D-Far Rockaway) 
Rep. Thomas Reynolds (R-Springville) 
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IME RebuCTION AT OCTO'BER 1f 

LEVEL (6.;5%) 
1998. GRANTS FOR SMALL, NON-PROFIT, 


DISTRESSED COMMUNITY HOSPITAL 


The Community Hospital Preservation 
Act (H.R.2236) 
Introduced by Rep. John LaFalce (D· 
Tonawanda) 

Rep. Maurice Hinchey (D- Saugerties) 
Rep. MIchael McNulty (D~Greenlsland) 
Rep. Gregory Meeks (D~Far Rockaway) 

REPEAL OF MEDiCARE TRANSFER 


PROVISION 


Medicare Common Sense Hospital 

Payment Act of 1999 (S.37/H.R.405) 

Introduced by Sen. Char/es Grass/ey 

(R-IA) & Rep. Jim Nuss/e (R~/A) 


Rep. Gary Ackerman (D-Queens) 

Rep. Sherwood. Boehlert (R-New Hartford) 

Rep. Eliot Engel (D-Bronx) 

Rep. Michael Forbes (D-"Quogue) 

Rep. Ben Gilman (R-Middletown) 

Rep. Maurice Hinchey (D~Saugerties) 


Rep. Sue Kelly (R-Katonah) 

Rep. Peter King (R-Seaford) 

Rep. John LaFalce (D-Tonawanda) 

Rep. Rick Lazio (R-Brightwaters) 

Rep. Nita Lowey (D-Harrison) 


.. Rep. Carolyn Maloney (D-Manhattan) 
Rep. Carolyn McCarthy (D-Mineola) . 
Rep. John McHugh (R-Piarrepont Manor) 
Rep. Michael McNulty (D-Greenlsland) 
Rep. Jerrold Nadler (D-Manhattan) 
Rep. Major Owens (D~Brooklyn) 

. Rep. Jack Quinn (R-Hamburg) 
Rep. Jose Serrano (D-Bronx). 
Rep. John Sweeney (R~Troy) 
Rep. Nydia Velazquez (D-Brooklyn) 
Rep. James Walsh (R-Syracuse) 

Graduate Medical Education Payment 
-- Restoration Act (S.1023/H.R.17S-S) 

Introduced by Sen. Daniel Patrick Moynihan & 
Rep. Charles Rangel (D-Hatlemj 

- Sen. Chuck' Schumer . 
Rep. Joseph Crowley (D-Elrrihurst) 

. Rep. Maurice Hinchey (D-Saugerties) 
Rep. Carolyn Maloney (D-Manhattan) 
Rep. Carolyn McCarthy (D-Mineola) 
Rep. Michael McNulty (D~Gn~en Island) 

. Rep. Jerrold Nadler (D-Manhattan)· 

DIRECT PAYMENT OF MEDICARE 


DISPROPORTIONATE SHARE TO 


HOSPITALS FOR MEDICARE+CHOICE 

PAtiENTS 


Medicare+Choice Carve-Out 
(H.R.1103/S.1024) 

Introduced by Rep. Charles Rangel (D"-Harlem) & 
Sen. Daniel Patrick Moynihan 

Sen. Chuck Schumer 

Rep. Gary Ackerman (D-Queens) 

Rep. Eliot Engel (D-Sronx) 

Rep. Maurice_ Hinchey (D~Saugerties) 


Rep. Peter King (R-Seaford) 

. Rep. JohhLaFalce (D-TonaWanda) 

Rep. Nita Lowey (D~Harrlson) 
Rep. Carolyn Maloney (D..Manhattan) 
Rep. Gatoly'n McCarthy (D-Mineola) , 
Rep. Michael McNulty (D...Green Island) 
Rep. Gregory Meeks (D-Far Rockaway) 
Rep. Jerrold Nadler (D-Manhattan)· 
Rep Major Owens (D-"Brooklyli) 
Rep.: Jack Quinn (R-Hamburg) 
Rep. Jose Serrailo (D-Bronx) 
Rep. Louise Slaughter (D-Fairport) 
Rep. Ed Towns (D~Brooklyn) 
Rep. Nydia Velazquez (D~Brooklyn) 
Rep. James Walsh (R-Syracuse) 
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-DIRECT PAYMENT FOR HOSPITALRBASED 
.DNURSING AND ALLIED HEALTH 


EDUCATION TO HOSPITALS FOR 

MEDICARE+CHOICE PATIENTS 


Medicare Nursing and Paramedical 
Education Act of 1999 (House) and the 
Nursing and Allied Health Payment 
Improvement Act of 1999 (Senate) 
(5.1025/H.R.1483) 
Introduced by Sen. Daniel Patrick Moynihan, 
Reps. Phil Crane (R-IL) & Ken Bentsen (D-TX) 

Sen. Chuck Schumer 
_Rep. Michael McNulty (D-Green Island) 
Rep. Charles Rangel (D-Harlem) 
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LEGISLATION THAT AFFECTS' HOME CARE /J 


ELIMINATION OF 15% HOME CARE 

REDUCTION, ESTABLISHMENT OF 3-YEAR 


INTEREST·FREE REPAYMENT PERIOD 


FOR OVERPAYMENTS 


Medicare Home Health Improvement 
Act (H.R.2618) 
Introduced by Reps. Gary Ackerman (D-Queens) 
& Sherwood Boehlerl (R-New Hartford) 

" Rep. Joseph Crowley (D-Elmhurst) 
Rep. Mi'chael Forbes (D-Quogue) 
Rep. Maurice Hinchey (D-'-Saugerties) 
Rep_ Sue Kelly (R~Katona~) 
Rep. Peter King (R-Seaford) , 
Rep. Carolyn Maloney (D-ManI1attan) 
Rep. Carolyn McCarthy (D-Mineola) 
Rep. John McHugh (R-Pierrepont) 
Rep. Michael McNulty (D-Green Island) . 
Rep. Jerrold Nadler (D-MClnhattan) 
Rep. Jose Serrano (D-Bronx) 
Rep. Louise Slaughter (D-Fairport) 
Rep. Edolphus Town,S (D-Brooklyn) 
Rep" James Walsh (R-Syracuse) 
Rep. Antl10ny Weine,r (D-Brooklyn) 

. ELIMINATION OF 15% HOME CARE 

REDUCTION, INCREASE IN PER VISIT 


LIIV!ITS; INCREASE IN PAYMENTS TO 


AGENCIES UNDER THE NATIONAL 


. AVERAG'E, ESTABLISHMENT OF 3-YEAR 

INTEREST.FREE ·REPAYMENT PERIOD FOR 

OVERPAYMENTS, ESTABLISHMENT OF 

OUTLIER PAYMENTS, ELlNIINAl"ION OF 

INCREMENTAL BILLING REQUIREMENT, 

. AND SURETY BOND CHANGES 

Home Health Equity Act of 1999 
(8.1310) 
Introduceq by Sens. Susan Collins (R-ME) & 

Christopher Bond (R-MO) 


Several other bills that would provide 
. BBA relief to home care agencies have 
been introduced. 

Details on H.R.1917, H.R.2240, H.R.2361, 
H.R.2S46, H.R.i628, 5.1358, and S.1414 , 
can'be found on the LIbrary of Congress 
internet site 01ttp:llthomas.loc.gov) or 
obtained from HANys. 

ELIMINATION OF 150/0 HOME CARE 


REDUCTION, ESTABLISHMENT OF 5"YEAR 


INTEREST·FREE REPAYMENT PERIOD 


FOR OVERPAYMENTS, ELIMINATION OF 


INCREMENTAL BILLING REQUIREMENT, 


AND REPORT TO CONGRESS ON OASIS 


, Medicare Home Health Payment 
'Improvement Act of 1999 (H.R.2492) 
Introduced by Reps. Eliot Engel (O-Bronx) & Rick 
Lazio (R-Brightwaters) 
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D 
LEGISLATION THAT AFFECTS SKILLED NURS.ING.FACILITIES 

PAYMENT ADD-ONS FOR COMPLICATED 


RUGS THAT HAVE HIGH 


CONCENTRATION OF UTILIZERS OF NON.. 


THERAPY ANCILLARIES 


(5.1500) Introduced by Sans. Orrin Hatch (R
UT) and Pete Domenici (R-NM) 

OTHER ISSUES 

PERMIT MEDICARE PAYMENT FOR ALS 


INTERCEPT SERVICES FURNISHED IN 

AREAS OTHER THAN RURAL AREAS 


Medicare Paramedic Intercept Service 
Equity Act of 1999 (H.R.2711) 
Introduced by Rep. Sue Kelly (R-Katonah) 

Rep. Benjamin Gilman (R-Middletown) 
Rep. Thomas Reynolds (R-Springville) 
Rep. John Sweeney (R-Troy) 

ESTABLISH EXEMPTIONS OR REPEAL THE 

$1,500 CAP ·ON OUTPATIENT 

REHABILITA '·ION SERVICES 

Medicare Rehabilitation Benefit 
Improvement Act (S.472/H.R.1837) 
Introduced by Sens_ Charles Grassley (R-/A), 
Harry Reid (D-NV), Kent Conrad (D-ND), & 
Reps. Richard Burr (R-NC) 8. Benjamin Cardin 
(O-MD) 

Sen. Charles Schumer 

Rep. Maurice Hinchey (O-Saugerties) 

Rep. Jerrold Nadler (D-Manhattan) . 

Rep. James Walsh (R-Syracuse) 


Reinstatement of the Medicare 
Rehabilitation Benefit Act of 1999 
(H.R.1386) Introduced by Rep. Jo Ann 
Emerson (R-MO) 

Rep_ Sherwood Boehlert (R-New Hartford) 

Rep. Vito FO$sella (R-Staten Island) 

Rep. Maurice Hinchey (D-Saugerties) 

Rep. John LaFalce (D-Tonawanda) 


FULL. FUNDING OF MEDICARE MANAGED 


CARE PAYMENT INCREASES 


Medicare Health Plan Fair Payment Act 
of 1999 (S.307/H.R.406) Introdliced·by 
Sens. Ron Wyden (D-OR) Be Gordon Smith (R
OR), Reps. Jim Nuss/e (R-IA) & Darlene Hooley 
(O-OR) 

Rep. John McHugh (R-Pierrepont Manor) 

10/8/99 



IMPACT OF THE PRESIDENT'S. MEDICARE REFORM PROPOSAL ON .. 
HOSl'ITAL SYSTEMS 

.1. 	 NO NEW TRADITIONAL FEE FOR SERVICE SAVINGS UNTIL AFTER 
THE BALANCED BUDGET ACT EXPIRES IN 2003 . 	 . . 

2. 	 INCREASES PAYMENT FOR 2000 THROUGH 2002 

A. 	TAKES ADMINISTRATIVE ACTION TO RELIEVE SOME BURDENS OF 
BALANCED BUDGET ACT 19~7 

• 	 Delay of hospital transfer policy 

• 	 Delay of volume control mechanism 

• . Slow transition to the prospective payment system for outpatient services 

B. 	PROPOSED LEGISLATIVE ENHANCEMENTS 

• . Direct payments to disproportionate share hospitals beginning in 2001 

• 	 Included $7.5 biliion quality assurance fund 

3. 	 MODERATES BALANCED BUDGET ACT 1997 SAVINGS PROVISIONS 
AFTER 2003 FOR HEALTH SYSTEMS 

• 	 No new cuts for hospital outpatient departments 

.• ·No new cuts for disproportionate share hospitals. 


.• No new cuts for nursing homes 


• 	 No new cuts for home health providers 

4. 	 FULL GEOGRApHIC ADJUSTMENT FOR MANAGED CARE 
PAYMENTS 



PARTICIPANTS FOR MEETING ON NEW YORK HOSPITALS 

The First Lady 

Senator Schumer 

Senator Moynihan 

Josh Isay 
Senator Schumer's COS 

David Podoff 
Finance Committee staff 

Charles Konigsberg 
Finance Committee staff-

Jonathan R. Scheiner 
Congressman Rangel' soffice 

[)ennis Rivera .' 

President, 1199 National Health and Human Service Employees Union, SEIU 


Ken Sunshine 
1199 National I,-Iealth ~md Human Service Employees Union, SEIU 

Ken Raske 
President, Greater NY Hospital Association 

Dr. Spencer Foreman 
. President, Montefiore Medical Center' 

Rima Cohen 
Greater NY Hospital Association 

Karen Heller 
. Greater NY Hospital Association 

Jennifer Cunningham 
SEIU NY State Council 
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Devorah R. Adler 
10/11/9902:29:29 PM 

Record Type: Record 

To: Paul D, GlastrisIWHO/EOP@EOP 

cc: 

Subject: asthma and pediatricians I pbor 


Here is our asthma stat re: school attendance 
I 

Over the past 15 years, the number of children afflicted with asthma has doublel to total about 
6 million. The most rapid increase in prevalence over this time period has occurred in children 
under the age of 5, with rates increasing over 160 percent. Asthma is one of the leading 
causes of school absenteeism, resulting in over 10 million missed school days each year. 

Here's why the pediatricians are pleased with·PBOR: 

It allows pediatricians (who are technically speCialists) to be designated as primary care providers for 
children and when discussing review of medical decisions, it requires decisions involving the care of 
children to be reviewed by pediatricians. . . 

~rhe pediatricians also like the stro-ng medicaf necessliY"i8nguage and the ability to-write drugs off th;e 
formulary, 

Please call with questions. 

Devorah 
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T.iDi: NEW YORK STATE NURSES ASSOCIATION, 
October 14, 1999 ABDul BluiDess MectiDg 

PresitlbaC Olllcer. Praidellt:'Dr. BarhuaJOJD. PhD:. lU( , 

Presidellt~Elect: Dr. PbyW. CoWns, EdD, RN crwo-yearterm aI PnsideDt 


, begiu 10ll7M) , , 

Eucqtin Diftctor: Martha L.: Orr. MN,.R.N 


, ' , ,', WBYWE EXIST 

, ., "To acI..,oc:ate fex nl.1rSeS aftd patients 


• ' Preserve nursing as an autonomous profcs$iOD 

, • Advance standards ofquality nursing c;:a;e ,', , 

• 	 Pl'ODloto access to quality health care as a right nota privilege ' 

, 	 WHO WEARE ' , , 
• 	 The ptafe:ssiaaal as.sodation for register&;4 Darsesin 'N~York Staic and aconstituent ofthe . 

AmeriCBllNul'SCSi Assoc:iation., , " , , ', , ' " 
- ,The oldest (siD.c:o 1901) ancl Jargcst staiD nUlSes assc;iatiau (SNA). In the US with morc than' 

33.000 members and the leading advocate ror dle staf.tl·s 240.00D rcgisll:u'cd nurses) 901 , 
. • .' The, number oae labor wUan for RNs in New' York with 150 puhliQ lUld private seetor health 

'QI"C ficlnities aCross the state ' ' ,", ' ,'. ' 

, WBATWEDO 
CotlscliPe 6t11'gamDfg" 
• 	 Address nurses employment and wo!kpJacc conditions 
• 	 Ad"¥8D&le RN participatu,a in da::isiop':'makirIl: proces,e,s , , 
• 	 ObtaiJ:a fAir aaIari~ beaeflts and professiOl\ilI workiDgccDditions far nurses 

Prodicrr 
• , Focus Oft the delivery ofquality nursing r.:ate 

-Addn:s.s tbcargaDization and delivery ofnursing services 

• ,. Promote! high s1aDdards ofclinical pra.c:;tic.e " 	 , 
• 	 'Protec:t ,tl:b=t pubJir;: by assuring that only ]'ce:nse'd D1lI'SC$ deliver lIursJng c:are. 

l..egislllii01l ' , . ' ' , . ' " . , 
• 	 Seek whistleblow=r legislation to prctcct RNs from retaliation whcnnur~es uphold the pu'bUr.: 

tnJst ec1l8pOrt UDSafe patient car., 
• 	 ~cl CO"lI!!inlge far miJlions ofNew Yorkers who are uninSUred or underia.sured 
• " Support. patients' rights to informed decision making, iru::Iuding infonnation on nurse staffing 

,• 	 Promote "it1iOdcplaCc safety laWSy inc::luding reduct10n ofOIilcupational hamds aud violence " 

,., 
..:;

Et:I'llCt:I,JQ7J , 	 .~ 

, • 	 'Proillote biGh sttndarcis for basic:. ana advanced nursing education -)~. ,.~ 

<It' 	 , ;;:.IdentitY aDd address the cycles ofnUISing shortages 

. 
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Important Current Issues: 

IDadeqwite RN staft'iDg is reachiDg a crisis point· . 
. In an aucmpt. to cut cos~ fiK:i1ities IR exper:ting RNs to c:arc for mare and sicker 

patient!. This has led to excessive mandatmy!owrtime. Isud to "floating:' wbich m~ns 
mO~J1g nurses to·units whee they are not :familiar With! the equipment or medications. 
Employers uc also a1tcmpting to d.e--skill the nurse warkicm:e, substituting minimally 
tralnccl ami tmJiClmlicd persoDDCl far RNa. 1l1t:se practices ;ue a threat to patient safety. 
We have used. the slagaJl!l: "Ask for a ResI Nlllne,Ask for IlIl RNII and "E"\'ery 


PatiCntDeserve. a ·Registered N1II'ie.."· 

. Nurses Deed whistleblower protection 
Nurses who"speak up topromoc: quality health eare Deed protection from elDp)oycr 
retaUariDl1. VI1hoUttbal:protectioD, employers maintain an atmosphere ofintimidation. 
which oftai pRVeDts DUtSCS from speaking fraDldy even to inspectors. We have used the 
sloganS: ''Whiitleblowc.rsSave Lives." and "l1unes ShouIdn't Have to Choose . 
BetW'eea Their Patiqta and Their Jubs-" . . 

RNs want a lalgervoi~ In the or~ti.on alld deliverY ofhealth care 
Nurses are tlu: most numerous praWhas in. the health care system and they have1he most 
fn:qucnt. direot contact with patieDts~ This giV"'..s th~m "aluablc insighLs,. which should . 
help shape h:alth. rare poliq'. To accamplishthis, n~g needs: 

Medicaid ami Medic:m: mca.blmiemeut directly to nurseptovidc~ 

. Sufficiad ilDstlcingta c:mployeCi to reCruit and retain RNs 

SllppCIrt for nursing ed.w:atioD at the bachelOX"s .wtd grpduate levels to addressthc . 

cyclical shortage ofRNs. . . 
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FORTNEY PETE STARK 
'1"NIFITEEMTH ~. Q/lIUFCIFINIA 

"CONGRESS OF THE UNITED STATES 
'HOUSE OF REPRESENTATIVES' , 

, WASHINGTON, 0.0. 20515 

Extension of Rema:tks 

Representative Pete Stark 


Introd.uctory Statement for the Health Care Worker Neecl1estic:k Prevention Act 

May 20,'1999 


, ' 

" " 

Mr. Speaker. I am pleased ,to join with my colleagues Marge Roukema (R-NJ);George 
Miller (D-CA),and Rob Andrews (D-NJ) to introduce the Health Care Worker 

• 	Needlestick Prevention Act, ,a biU to preventdangerous, costly and preventable 

, needlestick injuries to our nation's health care workers. ' , " 


For far"too long, we hav~ stood by arid watChed as heaith care workers suffer 
needlesti.ck and sharps injuries in our nation's hospitals our health care system.. 
According to a 1997 report by ¢,e Occupational Safety & Health,Administration " 
(OSHA), approximately 800,000 hospital-based workers areinjured.annually from 
accidental ~eedlesticks. Many of those injuries infections from bloodbome diseases, the 

,worst of which include HIV/AIDS, and Hepatitis B & c. ",'~ , 

OSHA estimates that approximately 16,OOOneedlesticks are contaminated by the ' 
mvJAIDS. As of December 1998, the Center for Disease Control (CDC) had, 
documented S4 cases of HIV serocrinversions .from needlestic:ks and more than 110 ' 
'"possible''' cases among U.s. healthcare workers. In addition, according to the ' 
Intemational Health Care Worker Safety Center at the University of Virginia, there are 

, , 	an estimaled 18 to 35 new occupational FfiV infections of health care workers occurring 
from accidental need1esticks each year. , ' . , ',",', , ' 

,These injuries are largely preventable through use of newer technologies that use 
engineering devices to mi.nimize accidental needlesticks. Hundreds of hospitals across ' 
the country have aIreadyconverted to the use of these devices, but there are still 
thousand.5that haven't done so. Our legislation would make ,such safety devices the 
norm rather than the exception.. ' , ' 

The Health CareWorkE!~ NeedIestick Prevention Act is modeled after a Califor:ru.a state 
, Iaw~ Last year, California became the first state in the nation to require needles tick , 

protections. The legislation was signed into law by then-Govemor Pete Wilson and was 
endorsed by a wide coalition including the California Health Care Association (the state 

, hospital trade association), l<aiser Permanente, health care workers, and labor unions 
alike., ' , 	 , 

. " 	 ~ " ..... . 

The CalifomiaOccupatlonal Safetyattd HealthAd.miIUstration (Cal-OSHA) has 
estimated that each neecllestick injury costs between $2,234 and $3,8;32 for treatment, 
testing, and prophylactic drugs. Cal-OSHA has also estimated that the California safe 
needles and sharps law, passed last year and effedivethis August will save affected' 
businesses and facilities over $100 million per year in excess of the cost of the new 

,',' devices. Similar bills are now pending in state legislatures across the country. 



-"eWH *S" ,I 

While states are stepping to the plate to address this pressing concern. this is a national 
crisis and it deserves a national solution.. The Health Care Worker Needlestick 
Prevention Act woUld amend OSHA's bloodbome pathogens standard to require the 
use of safe needle technology as the means for preventing needlestic:k injuries. It is a . 
real-life solution that recognizes that these technologies are still not available or . 
appropriate for use in every situation. To that end, it includes an exception process if 
the device would interfere with patient or worker safety, interfere with. the success of a 
medical procedure, or if no such device is available in .the mi.rketplac:e .. It would also 
require.stricter reporting ofneedlestick injuries and creates a new clearinghouse on 
safer needle technology~thinNIOSH (National Institute for Occupational Safety and 
Health) to collect the data and to assist employers with training curriculum and other 

.. advice on available technologi.es~ .' .~, ... .... . ..\ . 

. We stand here today with broad·ba.sed support.simila,t to that which made the 
Califo:mia law possible. Our legislation is endorsed by numerous organi.zations 
incl'Uding: the Service Employees lritemational Union; the American Nurses ... . 
Association; the.American Federation of State, County and Municipal Employees; 
Kaiser Permanente;.The Consumer Federation of America; Becton Dickinson, a major 
medical device·manufacturer; and the Emergency Nurses ·.Association.. the American 
Pub& Health Association, and AIDS Action. . 

It is time to take the appropriate step of protecting our health care wOt:kers~ They 
simply should not be forced to risk their liVe? while tryingto·sa'Ve ours.:. . . 

Mr. Speaker. I want to especially thankCongresswoman Rou.keJ:na for her leadership 
on this issue and urge my colleaguesonboth sides of the aisle to join us in support this 

·.crucial effort. . 

Attached is a more· detailed summary of the bill. 



• .'W""iRiWWSwa -
.,) 
. Ap~21r1111 11 :23am FrorU,S,REP,JoHN OLVER' zaZZZB1Z24,..... T-313 P.Dz/DS F-D&2 

.. 0 -...1\1 w OLvEft 
'tC':l7 ~"''''''''Kf'' n:....;..1 "-!wi 6~~ 

W.,.aJ't;....:.,c..,.,O(. ~1>71Q1 
. - .m:lJ 2:M-nJ-. 
'4~.U"'1"". F••tCongt'255 of tbt 1llnitrb states 

1o.1~ lloliI'IIICT_oa.'lI 

T""'...'F'C\flT....T.o'" 
 lJouse af Beprrsrntatibes 57 :::.....1"&.. 5......I:.U"!'''''''' CI:::II\IS'T$ICT.QIII . f-.&7\g--_........ 


aL1sbinBtDn•. S(: 205'15-2101 ti....-... ""'" IUOooQ 
'''1))532-'111'' . 

'''\'1 ~z-""""~-
('_t. h __ lt.....IO>I..c 

}. c:...'ck S ".ut ."n..Ii"" _012111

. "0' ...;: 
IMPROVE HEALTH CARE FOR AMERICA'S UNDI:RSERVED04I'I"')'Z7~3 F.... 
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FoTC'~"_""" "'"ZU 

.COSPONSOR THE MEDICAID NURSING INCENTIVE' ACT ,.:~=~~~ 

April 12.1999 

· Dear Colleague: 


.Each year. lDllliollS ofAmericms go WiThcnn lhe heallb can: SeMce5 they n=a simply bc:causc 
physicians are :no" availahle to neai'd:aem- 1'bls ptob'lml pl~ urban ami rural areas Qli.b. FrOln the 
meets gfLos An~. Califamia tQ the hills ofNorth A~Massac:husetts, Amma:a.s are unable to . 

. 'find physicians who are wiUm: TQ c:stab~ practices in wur c:am:muuities. 

,MediC'3id b~cfic:ia:ri£s are particularly VtJIn£ra'ble to;prablems wbh acc:essmg health care, since an 
'.inI:i'easing nuz;iba- afhcatdlprafessiomJs have chosen DOt to care for them or !lave hem unwilling to 

lac:are inw b:mer-city or1'IIJ81 commuuities in which DWl)':'b=dicia:ries livt:. FDt't1.Il:l3Iely~ there is an 
·ex=prica. 'to 1his trend: nta:se pnu::r:i1:ionas and diuical JI'Qr5e specialists fhequemlYKCept psIients whom 
cnhcs will not veat aDd serve in areas whc:re otbcs re.f.Use to \IIOrk.lhis~xc:epuon was highlighted in . 
TIu! 1994 Ph:Piciim PtI)'IIIlW Review Commission 'sRt!JIl'I"t to Ccmgre:rs which indicared tbal Dune 
pra.c:d:i'icDaS pl3y a disprcpaI1icmatdy ~ role in caring fer ~ed populationstban do 
~~, . . . 

Congress bas al:rea.dy ~ the valuable services OfD1DSC pmctitionelS aDd clinical nurse 
~. FOl'IDOI'\: man· a decade, CHAMPUS has provided 4ir=t payment 'to 11UI3e praaitiDDel:S. In' 
.1990. Cc;mgreSS DUUldated. ctim:tpayment for Dm'Sc'~ sc:ryicr:s lDider 'Ehe Federal Employee 
.Heal1:b Benefits PIa (FEHBP). lit. 1997. ur:u:Ier me B~c:d Btadgel A~ Congress provided dire':t 
Medicare reirnbUtsemem for rmrse prar:riaollerS and cliDica1!Zltlll3e specialists in an geograPhic an\as. The 

· bill I am i:a:a'odud:pg will establish the same payment policy' 1.U1Cler Medi~cl. ' 

. I urge you to joinme in ~sdriDIiI COSt-effective high q\mHlY bealth ~.available and ac:cessible to 
all Americans. Please coD.T.aCt Kdly Bovioofmy sra1t az S-S33S.fDCOSPClJSor the Medicaid Na:rsi:ng 
li:u:c:ative Act. 

'w.~ 
olm W_ Ol"ltr 

Me:a:lber of Congn:ss . 



IlI,J VV I 

.LV/.L"11111 .L11;UI 

I 


1 


. 
SIX:IA:l. SIiA:I:iHr.I:"l A.VD l!dE%ltc:.mE LocI[ .Ela:c 

, ACT 

'I'hc "~l Secu:rl.~ am:t Medicare Lock 
:Boll: Acto" Cl'tl&.1:eS lI.nI' bua,rec: poiJ:l1;a of orcler 
1Ill4 bl1d.Jel: ent'on::etIlQll& meclla.ui8Il1ll 0/:13.1: 
'Irould. ]X"eclud.e &Ill'" l)OnlOl1 or r:hJ:! Social Se
canty lIIlrPlUl! or au p:!n:I.OSl 0.1: tb.e, surplus 
rtlBEIr'7e4 lor :Medicare from hem!!' WIled tor 
new ~ or ta.:s: CUte.· Onr :.he next: 15 
;;;'l!az'II. the lockbox '111'01114 sa"e 17 }ilm'CfI'II~ o( 
the r.cW ll%I:U!eCl. surp!US. The Med1C11J.'e l:I/:' 
:serve ~uld save :!,5 Jl6%'Cfn11: of the lll1l.!1ed 
!IIInll'll.S 3J1d. to petcern; oC liI:te an-bullies; sur
glWl O'I'er the tlu:t: lli year.!. 

:,' 
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.Jpril 22, 1999 CONGRESSIONAL RECORD-SENATE 54115 

" 

By Mr_ BmEN: 
s_ BS5. A.bUl to amsnr:1 the hltEimal 

bve.uue Code of 1986 to Provide the 
sa.r:ce t:a.::&: tre.a.tmen'C fOr da.rlger pay al~ 
low.lLt\ce as for comba.t p.a.y; to thl;! Com
mittee. Oll i'inance. 
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NEEDLESTICK TALKING POINTS 

• 	 California is the first State to pass legislation that will require the use of safer needlestick 
devices and needless systems in public and private health care facilities. Hospitals and ' 
health care employers in California are expected to save over $100 million per year after 
implementing the California Occupational Safety and Health. 

.' Health care worIcers (HCWs) suffer _b<;tween600,OOO and one million injuries from 
conventional needles and sharps amiiiany~ These exposures can lead to hepatitis B, 
hepatitis C and Human Immunodeficiency ~il1lS (HIV)-tbe virus ~t causesAIPS. 

, 	 , , 

,- At least l~OOO HCWs are estimatedw contract serious infections ~ua1ly from 

needlestick and sharps injuries. 


. 	 , I 

" Registered nurses working at the bedside suStain"ail'overwhelming majority of these 
exposmes. 

• 	 Needlestick injuries are preventable.' OV~ 80% ofneedlestick injuries could be, ' 

pr~vented with the use of safer needle devices. 


: . . 	 . 

, . Less than 15%ofU.S. hospit8J.s use safer needle devices and systems. 

',- In 1992. the Food and Drug Administnition issued an alert to all health care facilities to 
utilize needle less IV systems wherever poss~ble. 'This alert is mere]y a recommendation, 
not a mandate., Therefore, health care facilities are under no legal obligation to comply .. 

-The first safe needle designs were patented in the 1970s, and the FDA has approved over 
250 devices for marketing as safety devices.. ' 

- More than 20 other infections cali be transmitted through need1esticks, including: 

tuberculosis, syphilis, malaria and herpes. ' 
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Califomia:Staffing Law 
. . . . 	 . . . 

.. 	 The state ofCalifornia is the first state to pass legislation addressing nurse-staffing levels. 
Califoroia Assembly bill 394 signed into law by GQvemor Gray Davis on Oct. 10. 1999 
requires all patient care units in hospitals to meet fixed "minimum nurse-to-patient ratios. 

• 	 TIris legislation also requires adequate orientation for nurses who float to oilier hospital 
units. 

. I 
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IteEl*lghl"CW"inHeaiIII ~ l 
.. ~.CALIFORNIA'S NEW NUR!5Jl: STAFFING'MANDATE HIGHLIGHTS CRISIS IN 


NURSE STAFFING NATIONi\LLY 
 .... > 
Washington, D.C. - California 'became the first state to require all patient care units in hospitals [J) 
to meet fixedminirnum n~~to-~tient' ratios when Governor Gray Davis signed legislatio? W 
(Ae 394) October 10. "ThiS]$ a SIgnal that nurses' and health care consumers' concerns over 

. nurse staffing have reached critical mass/' says Beverly L. Malone, PhD, RN, F AAN. President 
of the American Nurses Association (ANA). ANA\California (ANA\C) , a constituent member of 
the ANA federation of state nurses associatioDS7 supported the measure. 

Caregivers' and consumens' c~ncernshave risen dramatically.8s many instirutions have 

decreased the numbers ofregistered nurses (RNs) caring for an·increasingly acutely ill patient 

popu1atio~ c\ltting comers by substitutiI,lg unlicensed assistive personnel for RNs. "Too often, 

managed care has meant managed cost. Ii says Malone. "Ifthe health care industry continues to 

dig in its heels and fight for fal~e economies on the backs. ofpatients and RNs. we can expect to 


. see more and more bills on. the floors ofstate legislatures calling for mandated minimum 
nurse-to-patient
'. 

ratios." 
. 

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

Malone points' out that a nur.nber ofstudies have proven the link between adequate nurse staffing 

and positive patient outcomes. <'Presently, the system 'Works to keep patients out ofthe hospital 

as long as possible, and to discharge them as soon as possible.· Patients are sicker, and care is 

more complex. Cutting the numbers ofRNs, substituting unlicensed aides for registered nurses, 

and preventing RNs from speaking out about patient care concerns are exactly the wrong moves," 

~~~ .' . 

MORE... --• AN~ 
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.NURSE STAFFING MANDATEIl_ 
" . 

, ,. 

,	In its 1999 Principles a/Nurse Staffing. the ANA calls for staffing decisions to be made on the \ 
basis of three sets ofprinciples: those related to patient care. staff-related issues, and 
institution/organization concerns. Among the Principles are that appropriate staffing 'levels for a 
patient care unit should reile-a apalysis of individual and aggregate patient needs. The document 
further states, "The sp,ecific needs ofvarious patient populations should determine the 
appropriate clinical competencies required ofthe nurse practicing in that area. II 

"What the Principles b,oil down to,"says Malone, "is what should be the obvious - $taffing 

decisions should be based on real patient conditions and real provider competencies. not on a 

cookie-cutter approach that treats both patients and their nurses as widgets on an assembly lirie. If 


Citing concerns related to maridatednurse-to-patient ratios, Malone noted, flWhile we're glad 
.' "	that passage ofthe CCilifomia nurse staffing mandate has once again focused public .attention on 

RN understatfmg. we're also' concerned that manaated minimum ratios not also become staffing
ceilings." ' .' " ~ . 	 , 

... ) : 

"It gets more complic~teQ. than that." says- Malone.. ·/lIfan institution ·sim.plystates that it has met . 

amandate because it bruI.. 'X' D.UlUber qfRNs per patient in a Unit, that fails to completely address 

other signific~t concerns: Some ofthese nurses may be ':floaterS;' who may be newly graduated 

nurses who need to becqme acquainted with the protocols of the unit to which they're assigned." 

AB 394 does require orientation ofnurses "floating" toa unit and ofteIIlPorary nursing 

p~rsonnel. " 


. . . 	 . 
, , 	 ' 

"Otht;r nurses~ C0Plpelled to work mandatory overtime, may.be eoncemed abou, the quality of 

cm-ethey can deliver after working several days' worth of 12-hour shifts ina row," says Malone. 


· "Understaffing takes a toll not only on patients, but on the health of nursi.:s, who risk injuries 

ranging from infection by blo()dbome pathogens due to neediestick and sharps injuries. to back 

inj~es." 

.' 	 , 

"There is an. emerging nursing sho:rtage," says Malone, "andchronic understaffing is not helping 
to alleviate it N-up;es may elect to lea"'{e the acute care settingt and young people are not entering 


· nursing in th~numbers 'needed to meet the growing demand. We must remember that nUrses. ' 

· enter their profe~sion in theflrst place to provide sare, quality, compassionate care. 

Understaffing impedes their ability to do this. Hospitals also need to care for those who care. 

No nurse should have to face preventable risks.ofinjmy and death in the course ofpatient care. 

Also, with a 5~ortage exacerbating patient care issues, it only highlights the importance of 

matching the appropriate providers to meet the needs of increasingly ill patients. n Malone notes 

that ANA\C is one of the founding members ofthe California Nursing Workforce Initiative, a 

committee that is looking at this critical component ofadequate and appropriate stafflng.' 


, . 
'"The idea that 'a nurse is a nurse is a Illll'se' - that one can just count nurse bodies and patient 

bodies and state the ratio between them.- just doesn't hold." says Malone, 14any more than the 

notion that patients are interchangeable in.their specific needs .. Clinical knOWledge. knowledge 

of the unit, and getting enough down-time between shifts also influence the quality of care. II ' 


MORE.•• 
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~ NlJRSE STAFFING MANDATEIJ_. 

"Finally,'1 says Malone, "nurses need to be protected from retaliation from their employerS when 
they advocate for their patients...;. more so than ever in a health care environment rendered 
unnecessarily risky both to patients and their caregivers by chronic RN widerstaffing." Such 
whistleblower protectionS are included in the "Bipartisan Consensus Managed Care Improvement 
Act" (fIR 2723) passed by the U.S. House ofRepresentatives October 7. 

, , ' 

The I'P~tient Safety Act" (HR 1288), introduced March 25, also includes whistleblower 
protections for nurses, as does the'companion Senate bill (S 966) introduced May 5. Both HR. 
1288 and S 966 would require health care institutions to make public specific information on 
staffing levels, staffing mix, 'and patient outcomes. At a mjnhnum. they would have to make, 
public the number ofregistered nl,lrSes providing direct care; numbers of unlicensed personnel 
utilized to provide direct patient care; average nwnber ofpatients, per registered nurse providing 
direct patient care; patient mortality, rate; incidence, ofadverse patient care incidents; and' , 

, methods used for detetmini.tig and adjustir!g staffing levels and patient care needs. 

"John and Jane D,oe can find out more about the quality ofa car or a toaster they're thinking 
, about purchztsing; than'about the quality oihospital care'they, their parents, or th(;!ir children '. 

might expect to receive," says Malone. «Sowe thlngsjUst don't make sense no matter how you 
look at them, and this inability to find out about the quality ofour health care is one of them. tl 

AB 394 went through several Inajor changes before it reached its final form, most notably that 
the original numeric ratios were removed from the legislation, leaving in place a requirement that 
the California Department ofHealth Services prowulgare regulations by January I, 2001. In 
signing the'bill. Davis and Kuehl reached an agreement to 'delay the implementation schedule 
one year, to January 1,2002. Tbiscompromise was struck to ensure the Governor's signature
hospitals stated a concern about the time constraints imposed to set the ratios. 

- AB 394 bill text (and amendmentS) are available at: www.leginfo~ca.gov. 

~The Govemor's statemerit to the legislature on the bill is at: 
WV!W.ca~gov/s/governol'/ab394sign.htlnJ. 

\ 
### 

AmericanNW'ses Association is the onlyfull-se.rvice professional ol'ganization l'epresenting the nation IS 2. 6 
million Registered Nurses through its 53 consIituent associalions~ ANA advant;es the nursingprojession Uy 
foste1'ing high sl(mdardsofnursingpractice. promoting the economic and ge.neral welfare o/nurses in the 
workplace. pl'ojeCling a positive and realistic view of7rUTsing. andby lobbying lhe Congress andregulalory 
agencies on health care issues affecting nurses tin.d Ihe public. 
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MEMjORANDUM OF SUPPORT 

~'23 ; . ". S3234 ' 
By As'sembI~aD G~ttfried By Senator DeFrancisco 
Passed Ass~bly Senate HC31lh Coml'llittee 
... ! '. 

.AN ACT to aJfl~Jld the public health law and the edllcation law, in 
relation todueJbsure ofntlniDK qU:llity indicators, and prohibitinl: 
c"rtain lise of t~e title "nurse" 

I 
, The New York StateiNurses Association. whose members inclucie 32,000 

registered PfQfessionhl nurses a.od whoso lobbyillg effarts represent tho needs of 
the morethan 220.0~registeled nurses in'the state cmd the pa.tients they serv~. 
supports the above~~ferenced bllL This legislation is p~ ofNYSNA's,priority 
legislative agenda d~ing this period ofhealth care restructuring and transition. 

The bill is designed tb accompli~h three related goals: disciose t~ consumers 

infon:nation related ta hospital and nursilljJ home staffingk disclose rates of 

nursing quality indidllois and prohibit use of'thotillo "nUtse" by anyoue not 


, ,I

licensed under Article 139 of the Education Law (the Nurse Practice Act.) 

Disclosure ofstamrJg ratios: is n~l:led:toaf(ord consumers additional data 
:needeC1 to rnrike inro.!med decisions related to choiQe ofhosp{talsCand nUrsing

I 

hOllles_ In tmlny instances) heaith insmers do not provide choice of hospitals In a 
community_ Knowlddge of staffing ratios will assist consumers in Umoving the 

I, . 

marke,l" based on m<Jll), factors. ip.cluding ,sensitivity to nursing staffing patterns. 
Information is currently ,maintained that details the ratio of registered professional 
nurses, licensed pra<¥cal nurSes, and 1llllkenscd assistive personnel within the 
direct care 'staffing~ix. Additionally the disclosure compares this data to the 
level ofpatieut acuitY (a determinant oflhe intensity o-filul'sing care required.) 

, i . 

Disc:losure ofnul"smg quality indicators is needed to n'lore accurately analyze 
the qllality ofcare dJlive~d in the state's hospitals. For too long. quality· . 
detenninatio.D.S have~~en based solely.on a medieal model ofsuccess, one that· 
. uses such moasurembnts as mortality rates and length ofstay following surgioal 
. interventions. Disclbsure ofnursing quality indicators, including but not limited 
to rates of'infection 6ccurring in the facUity, incidents. ofpati~nt f:alls and 
bcd.sores., and medic~tion errors provides add.itional infonnation'about the quality 
ofcare delivered. Disclosure ofnursing quality indicators will enhance 
knowledge ofqualitY by provIding additional infomJa.tion, refiectips a nursing 
model ofquality care. Additionally. nursing quality indicators have a direct 
relationship to the qllJaULy ofdirect care staffing and can be llsed by consumers to 
complement the infdrmation derived from staffIng ratios. 

I ' . ,(more) 
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ProhibilioD on the use of th_ title "nurse"· is needed. to assist patients in 
, understanding who is delivering their ,oare. Curreilt law prohibits uSe ofthe titles 

""Registered PrOfessional Nurse" and. "Licensed Ptactlcal Nurse" except by 
persons liceJ'lSed under:the Nurse P.racticeAcL ,Tlwe is no sw;h limiton the title 
"nurse." Unlicensed staff members bave been given titles such as Nurse 
Technieiari 'and been given name badges that only identify the individual as part ' 
ot ihe Nursing Depart.liJcmt This pattern is prevalent in a11 heallh care settings, 
from the person that advertises their services as "baby nurse" to assist parents 
with newborn careto the medical office receptionist who is called "doctor' s ~ 
nurse." These practiee:s have led to the mislaken assumption by patients that 
unlicetlsed persons an:iactuaUy licensed providers ofnursing care. 

, , . . " " 

This legislation'is needed to restore the public' s confidence in health care 
serVices. Recent national public .opinion surveys have indicated an increasing 
concern for quality he81th care. The American Hospital AssociaLion 
commissioned a poll on Public Perceptions ofHealth Care and Hospitals. Among 
the ten fundamental opinions reported by the ,surveyors was a finding that ''the 
key indicator that people referred to as amcasu.re of the quality oflheirhospital 
care was the :Ilt:arSe••'They hold a strong belief that skilled nurses ~c being 
syslematically replaced by poorly trained and poorly paid aides." In a survey 
com.n:tissioned by the American Nursos Association. ofthe severt cost-cutting 
practices explored, the two top concerns of the public related to changes in 
nursing staffs. 'Amcri~ fcar that reducing the number ofregistered nurses will 
negatively affect the, qualilY of patient care. ,They also worry that the use of 
unH.;enscd health care workers to rcpl~ RNs will dimin~sh quality. The 
A.merican Jourl1al o/NW'sing surveyed registered nurses with results that warn 
RNs are feeling the pressUres ofhurSing sLa:ffcutbacks in hospitals alldincreased 
use ofunlicensl!d assistive peI'SOlllleJ. Almost 90% ofthe nurses polled expressed 
serious cOllcemsthatthose siirne cost-sa.ving prac.tices ClJ"e dirninishing the safely 

, and quality ofpatient care. ' 
. '. .' . . '. . 

,. The legislation is sought by both the llursing C()nununity and ~onsumer groups. " 
Similar legi.slation has been i~troduced by Congressman Hinchey at \he request of 
the American Nurses Association. NYSNA belioves that New York State must 
enact this bill to provide protections and information to New Yorkers \\s;ng stale 

mechanisms to provi4e incentives for compliance. We strongly urge passage of 
, these important effortS. 

, 2118/99.2123/99,3/99, 
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PURPOSE. OR. GE.NEltAL I IlEA OF, SILL: 'l'b pra'V'icll!! the 

pUblic: witlt I , 
information ~eqa%~inq nursing 5t~ffing levels, and to 1e~ally forbid 
those who are no't reg:1ste%ed' (RNs, 0%' li.censed p:c'actical nurses 
(LPNs) from. po:rtrayinc; thelllSelve:s tot:he public: as unursllIs. Ir 

, I 

SCMMARYOF SPECIFIC PQOVXSIONS; R.e~ire5 hospitals to 
. " , . : 

disclo~e nursing quality indlcator~! 
. . . 

- The numbers of aNs anc LPNs proyidin9 direct c:~re and the ratio 
of patients per RNa (ful.1-timG equivalent) providing d~r~ct carat 

... The number of unlicel1sed person~l utilized to provide
direct patient ca:,e. . . , 

* The incidence of adverse pat~ent care incidents including, 
~dication error., and p~tient inj~ries.. . 

.'..' , 

or The method.s the ho.pital USeS far dete-~in.i.ngi1nd adjustin;;
staffing leve-ls. 

• Data re~arclin9 ~la1ntsfiled~th sta~e or federal regulatory 

a~encies or accrediting aqe~e!es, and)~egar~in9 inVestigations as a 

result of t::ho$e cClDl.pla1tats. 
 .I < 

.1. . . 
~ends section 6903 of the Edueat~on Law to forbid anyone wlto is not an 
RN or LPN (Q~ otherwise authorized by the Education Law to practice 
nursing) from using the ti~le Hnur~~~ or any other title or abbreviation 
that wo~ld rmpresent to the public that. the p~rson 18 autnori~ed to 
practicenurs1nq. 

JUSTIFICATION I All iii. result af pressu;J:'e to cu't cos'ts, 

many hospitars are : 

decreasing th.1iiI nuttlber.ll of .J;'egistered and lie-ansed. practical nurses on 

'st:qft and .:replacing them w1th unlicGnsed pers.ormel. In add;Ltionto 
compromising· .. ..' :. . . . 
patient care, this situation alsojcanfusespatiant9, ~ho cannot be 
sure if the "nurse" atttencll.ng t.o them. i8 an. RN or LPN, or an un.lic:enseci 
attendant. This'. '1 .' . '. 

qill will help ~ombat thes~ p~oblems by requirinq hospitals to disclose 
~nfor.mation on the numbers ot RNs t LPNs and unlieense~ staff util!~ed t9 
provide Qirect patient ears. 

The ~ducatian·Law currently proh1bits unlicensed p~ople trom using 

the term "registered nurse ft o~ ~li~ensed practical nurse.~ But thero 

is no ' . . 

bar to .-n unlicensed person using. the title "nurse." This bill woulci 

li~t Use of thQ title ~nurseDto:persons logallyauthor!zed to 

practice nursing under the N~set~actiee Act. 


PRIoa L£GISLATIVE HISTOQY: 

1991 and 1999: A,3S07.pa~~od Assembly 
, I 


FISCAL IMPLICATIONS: None ! 
, 


10f2 
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MEMO~NDUM IN SUPPORT 

A3Q89 S1453 
By AssemblywoMan Nolan· by Senatar Spano 
. Assembly Codes ~ommltte. Senate Labor Committee 

ON AGENDA, 319199 . 

AN ACT to amondlthe labor law and the public health law. in 
· relation to prohibiting retaliatory personnel actions by certain 
· employers against employees who provide certain Information to a 
· gov~tnmental agency or department 

The N~wYork StIlte Nw::ses Assoc:;iation, representing 32,OOOrcgistcred professional 
nurses, strongly supports the above-referenced legislation. Enactment of 
AJ089/S1453 is ursently ~eeded to eDStrretho public that there is no gag on the 

· health care workc:rs upon whom they depend•. Professiotlal practil;o demanas that 
registered. nurses and otheir health care professionals advocate for the needs oftheir 
patients. Standards c1ef1niUg unprofessional conduct specifically refer to failu.re to. file 
reports required by law. rp fact, health professional~ are individually licensed by the 

· state, rather than institutionally liconSed. to ensure that the professional upholds the 
ethics and standards ofth~ profession, in spite ofthe pressures i1ihealth ca.t'esettings 
placed upon them by their employers • 

.. This bill, partofNYSNAis legislative agenda, was fU'st .introduced in the Assembly 
· foIl o~g a hearing sponsored jointly by the Labor. Health. Higher Education and 

Social Services Committees on the Understaffing ofPtofessional Nurse Positions in 
Health Care. Durini thatlhearlng, nurses from throughout the state t"stificd em the 

· staffing criSes.tbey face dimy. Many acknowledged that they ·testified in spite of 
their belief that their employers could and might retaliate il-Sainst them for speaking 
up.. In iact, one nurse who registered to testify failed to appear after sh arti~lein her 
local newspaper identified her as a spokesperson onthe staffing crisis in her area, 
The nUrse sent het apo1ogies to thelegislitors, stating that she had already begun to 
feel abused by management due to her planned participation in the hearing. 

. . . . . . ) , 

Registered nurses fightb~tt1es for patients every day_ Somc:times they are unable to 
change management practices by wo.tking wil:hin the system.. Sometimes they arc 
cornpelIed to notify state regulators offailurcs to meet state standards ofsafe· 

·pr:aeti.ce. Such issues includo inappropriate use ofunlicensed personneI~ failure to 
· follow occupa.tional safety standarth a.nd inappropriate staffing decisions that require 
overt~e at the point ofcFustion OT floating to another assignmentwithout 
suffiCient preparation. .~ . . . ... .. .. 

-more· 

i 
I 
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. i . 
The bill appropriately amends both the labor Jaw and th~ public health law to ensure 
that no health employer c;an legally restrict any health .care provider from advocating, 
(or their patients. The pubUc health Jaw amendment is modeled after the statute 
banning managed. care gag orders. The New York State Nurses Association believes 

. that patients in hospitals aD.d other health care scttirJgs deserve no less protection than 
the enrollees in a ntanaged care plan. . 

,NYSNA endorses the passage ofA3089/S14S3 which ensUres that health caro . . 
providers in this state w.ill not be gagged when they should be advocating for their 
patients. 

214/99~ 2119/99, 2123/99. 315199 

., . 
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SILL NUMBER; S1453 

-,...~--~-
PURPOSE: To p~ovide ~nat an e~~loyer can net d1schatgo,penallze, Or 

i~ "nyotherlnanne:z:- d:i.5criminat.oIl: aqainllt:. an e:mplcy'c:a fox: commenting to 
thea public: s'\lb:sequel1t to' filing a complaint./ making rC)port or 
comxnen1:.l.n9' to the o.pprop.ti(.\te. governmr:nt:al clgency oJ:: departmr.;nt 
regarding thQ po11c1.6S or prae1:.ices of ~ health care fa~11ity wh~ch 

,:may negatively l.mPl1ct, upon the qualit:.y of o~ access to pal:ient ca.r~" 
c '. 

S~~fOF PROVISIONS: SQctl0n l a~ends sectiQn ~15 o~the I~~or Law 

t~ p~ovide th~t no employer oe his ~gcnt or ~he off1ce~ or agent of 
allY col:pot'IlI.t:;i.on I sh~ll. dlsch.. rg~, p~nali1:e, 0" in any othai In'''nncJ:: 
cU.1ilc:r.i.minac.e a9a.ina!:.any emplayee.bQCaUSe fluc:h empl.0Y6e has m~de ~ 
compln1n~ or r$poxt to his ~t h~r emploYQt. or to th@ commi~sion~~ Ot 
hts o~ hQ~ author1=ed ,~epr~seneat!ve, or to thQ approp~'~te 
qovolt"nmental ' aql!lncy or d~p<1.r:l::laGnt., that the mnploycu; ha~ v10l.at~d any 

, p~Qvision ot thi" ch4pter r or, ~ecAusoa such ~mploycNi' has caused t~o, be 
,instituted ell pCoc~Gd1.nQ' under or relat-ec:i to this cbapt-s.t:, oz: b~ca\Jse 

I:JI.lc:::h employee ha:l testified or is about t.o teatify in III inv.;lst.J.g&ilt1on 
at p.r:oceedingund~~th~s cha~ter- ' 

If afcQr 1nvQ~tiq4tion the cO~~$sione= find~ that an employ~c h~~ 
viol a ted any p.r:ovLsion of lII\lbseot.ic:m 1 ,or JlnlbsGlct i.on .1. (a1 , the 
cotnntiS!l ione.t rn.y, ,by an order whic:h shall d.eac.t:,1be p.:l.rti.cul.a::1y t:he 
nature of th~ violat1on, &sse.l1l1ll the employez: a c1vi~ penalty of not 
lesa than ' two hu.nd.J:fod nor 1IlO:1il' than t.wo thousand dollar::, 
No1::with'>tanc:l.ing the p.rovis1C')I'I~ of aection two hU:'1C'b:ed. th1l:t~t'lln of this 
Ch:iLpi:er, the pen.ll;l~ies set fort.h, in t.his section ...:holl.ll ba tho 
e~!clu.sive reim.::::dtes av....118ble for violation& of this flect:ion" 

Secr.l.on 2 ~nds, SQction 215 of the ~bo.C' LaW pv adding .n n<!1:'101 
~ubdivi$ion l-~ to pIovide no faciliey licen~ea pu:~uant to a.tticle 
tftoh~l'It.y-"ighl!o", thirtY-:!IIix (If the publ1c' health law, t.rhall by 
contract., policy 0", p~oell!c:l\lr" p!:'ohibit or J:estz:oict any he~lth ca.re 
provid.e" 'frdm filing l\ complaint, I:IIl'lkinCl a repol:t: or coiI::ttl.enting to the 
appl:opr~ate govarnmontal agen~y Or department rogaJ::ainq the policie$. 
or; \)z:aottCc.H5 of such facility which licay n~gclt.ively iJUpaet upon th~ 
quali~y of o~ aece~a to patiene car~. In addition, no facility 
licensed F\JrS1.ldIlt to a.tticle t.wenty-eioht or' t.hi..d:Y-:il1.x Q:f th$ ,p\.l\~li.-: 
l'\elllt.h l.1w, :$ha1l by cont.uct,po'l.i.:::y Ot p:coc"d.ure pz:ohlbit.oJ: 
testrict any heQlthc.re provi~er f~om commenting to the public 
::;uc:aaque1'lt, t:.of:il .1n9 ~ complaint, ID..'lking a re.port. or COtnmaT'Lt1.nq to the 
appropriat:e geve.rnmental 119e.ncyor depu:t:.n;ent l:eyarQing the polil:J..i:$ 
or prac:t.~cc~ of s\.Lch hei1ity Which may negetlv61y impact upon the 
qlt:l\lit.y of or ""ccess, t.o'paCl.entcare • . 
Se.c::.t.ion 3 ?ddlii" a wsw s~c:tion, 21101-:e, 1:0 the I?ubl.1c:: Heal ttl. Law to 
pt::ovide thc!l.t. no tacilit:y l:icans"d putSiu.ant to ...rticlc twe:nt.y-el.gl'\t. Ol: 

tld.rty-~ 1.4, 0 t! thlli C!hil!pt~r, sl'ldll 'by contrillc::t, poliCy 0::: pro(:\)Q\l.:::e 
!!'rch1bl.T. or :l.;e$t.,r.i.ct:. ..my heilltr. ca:e provide)! from fili119 a COloplAJ.nt, 
makl. ng .,. l:P..p¢t!t. 01: ccftLOaenl:.l.ng to t.he!: ;'lpp.z::opr~ it:'..: government.al agency 
or 'd:::par~rn"':'lt reglll.t:c:!.J.n; th~ ?o.Uc11t& oJ: [It:~ctic ..;.\11 of sueh facil.l.t:.y 
wh:t.ch l\\.il.y noeqat1.vt!ly ill1P3Ct upc:m t.he. .:::tualit;;,' of Ot occ.a.ss to pa.:ie.",t. 
c::.sr-~" In. add.;;.eiQn. no' facl.l;.ty lic:.;al'lsed. p\l.r:liluantto a,Z:"Cl.cle
i;W~n.ty-.~ghl: or ttu.::t:y-six 01: thHI chapt ..r. shall by t'ont:.rsct, po~ iO:::l-' 
or proced1Jte ~.roh;o.bii: or ro!:!strlct ~ny ~~<11t:h c:: ..H·~ provid'?:!: f.::or:l 
c:01tll1:!.ent~nfJ to t.he: ~ub1.~C sutJ8-=qJ.c.-nt to ::i;..inlJ <!I c::ornpl.!llnt, m<ikinrJ .J. 

r_pod:. oJ: cQXt\Jtiel'l.ting to t.he app.t:ep:::ia:r:;e !1':nt.irt.nm<int:a.l. agf:sr;cy 01: 

d';"l?o.!:t.ln~n!;. ::eg<l:rc:1.ing tho:,. polic:.:l.~.s ~r pr..c~;:.cu of !i\!ch t.5.~l.l.lty wh'lCh 
rnay nQ~at.l.vllly .l.1r.paCt upo'n thli qu~ll.ty 0.( OJ: <v::eess to p.:.'CH:nt c:... te. 
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. Itgphc:rJJLcsinfoJ..BDCJltate.NY.US:70(OOl.••.c::tW~taI%2Cag~140~/.aOdcp.~en~"m(/ 

Ex!ST1~G ~~: No p~c~ection ~~i8~S for tho$oindividuals providihg 

in.form~t.ion. cor..cerninc;· viol~r.ions of -c.h€: law occniriing In heo~lt:·h care 
f~c~liti~~ \(nich ~rc divulged ~o the public 

JUSTIFICATIQtl: The public 8hould be ptct¢ct~d by di~clo.ures of 

~zigerous'~lth ca~e practiees. ThiS bill would eh~ourage ope~ 
discussion ot thest.' "e'.;-ela I!ions without the reporl!.inq indh,1 d.ual bein9 
pen41~zed by losing their jOba. Athea~1ngs and roundeable~f 
ind1v1dual~ have ~epeated1yno~ad. th~t ~h.y t.ared. for their jobs ~nd 
t.h.~t the pUbl.1<=: suffer.eel £0: the l.a.c:k of d.1sr;;:losuz;e. 

~~~IS~TIV£ HI$~OR1: S~tAS4-A of L9~a 
_·__u ______,______ 

FISC"-I, IMtLrCA.'I'XONS: None_ 

--~-------.. ----
LOCAL ~ISCAL IM2~I~ZONS: Non~. 

-----._-------

. -,-...------
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EamilyHealth Plus/Comparison of Proposals 
) 

New York Siale Health Care Sen-aaor BrunoNew York Stat", Assembly's Versionfeature 
.Campai,nFs Version NO PROPOSAL 

; 

Cove's an adults in famUies thatearri Covers adults wi1n minor dlildren withEligibiJi ty 
,. up 10 2S0% of the poverty level household ;ncom~ up lo 200% of 

'!") ($41.750 (01 a family of 4), like poverty ($33,.400 lor a family oftoUf' 
B a.ild Health Plus. but only covers Dlheradulti with 
:J) 

:\J householdinmmes up to 110% of
:0 

, ..... poverty ($9,66IHora srngte person
::0.... househord) • .n 

J 

. . 

~ 
llemurl:e Te5t and ~ 

LL. Documentation 

-< 
~ 

Benea••. 

None, ,~ there ate nane for Child 
tio31th Plus or eMpanded Medicaid 
eUSihility for pregnant women. 

, 

., 

Comprehel\SliYer indudingvisron ' 
and delltal. .. 
-

Ineligible if cash as!etsOnc:luding 1 
retirement orchitdten's college savinss) 
equal, (0 mDre than half ollhe 
household's income•. 

,. 

, 

7 . Comprehensive, e1(cept exclude. vision 
and denla1 coverage.. 
-

- " -

No c.ost for adurls willi household No cost ror adults with house.hold 'Premiums
:>0 <1:.. ."'<:.!:;F incomes below 1601'l/D of povel1y Incomes below 160% 01 povet1yn'(:l.. 
t- ($26,120 fa. a family of four). 

" 

. ($25,720 for a ramilv oUourl. 
~~ :Oro Those with household Incomes Thme\¥llh household incomes~~ 
~ be[ween 160'1. ilnd 222,. of poverty between 160OJ. and.200"!., of pm/e,fV
!J~ ($26,120-$31.074 for a (amilyof ($26,720-$33,400 for Ilamilv of fOLl,. 

CO pay $9 pet person, pet monln.'ou,' pay $9 pet pelson, per month.
"d' 

;:) CD
'? C) Tho.se with hOl!Sehold incomlS " . No copayments•. 
;:) between 222"4 and 25001., CU7,014
-t 

$41,750) pay $15 per person. per'~ 
monlh.,CD» CD» OJ 

"- ..... No copayments.") 

-t J, ..... 
., 

~I t q 
The New YOlk S'ale Heahh Care Campaign, 94 Central Avenue, Albany, NY 12206510/465-4600 
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Go"ernorPata~l 
NO PROPOSAL 
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, family Health prus/Comparison of Proposals 

Direct Pay RefDIm Direct pay pool to make premiums $12.0 milliDn subsidy poor 10 reduce 
afiordable. ' ' direct pay premiums bV 10%. 

, 

Aslog}•• .s.treamJined applir.allon Departmertl or Health must develop a 
process 10 determine eUBibilitv for 

Application Proce" 
single application for Medicaid ' 

any of the state's insurance managed carer'Child HeaJlh Plus and 
programs. family Health rlus that iJ ~ea5V to· . 

undelStand and comple.le" 

Financillg SO°&. 'ederal Medicald,matching 50% tedera' Meditaidmalming fund" 
funds for all eligibre adul'li and90'Ya ror all eligible adults and 90"k of Ihe 

- of Ihe stale shafe of the lobateD slate shateoJ the tobacco senlement. 
senlement, plus general funds as 
needed. , , 

Other Key 'raviIIOD! Subsidlz.es COBRA clJYeliIBe (or 
workers whQ lose their fobs. 

\ 

Increases expanded Medicaid eligibility 
- forpn!gnantwomen 10 2500/. of the 

~overtylevel. 

'\ 

, 

'The New York State Health Care Campa;gn. 94 (enllaT Avenue, Albany,'NY 12206518/465-4600 
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Family Health Plus, 

What is Family' 
Health PJus] 

Why Does 
New York. 
Ne.d Family 
Health· Plus? 

Family Health Plus Is a proposa' to make affordable health coverage 
avaitable to lower and moderate income working New York adults 
who earn too much to qualify for Medicaid, but have 1i0 access to 
affordable coverage through their employer. 

It is modeled after the sua:essful Child Health Plus program~ which 
offers comprehensive, affordable health insurance to children and 
teenagers., . 

. -
Uke Child Health Plus, families who earn up to 250 pe'rcent Clf the 
poverty level would' be eligible ($34,000 for a family of three) I with 
premiums based on income and family size. 

While adults would be required to make reasonable contributIons to 
their health care, total out of pocket expenses for Family Health Plus, 
induding premiums, would be modest and affordable to encourage 
btoad paltidparion in the program. ' . 

. . .. . 

Family Health Plus would make coverage available to ali lower
income workIng New Yori<eT'J. including ,legal immigrants, giving . 
working families the health seaJrity they expect and deserve. 

Family Health Plus would also h@lp adults who can afford to 
purchase private health insurance if it Is reasonably priced. by 
establishing iii pool that would lower premiums in the individual 
insurance .market sIgnificantly. 

Despite. a robust eCOnomy andrecord~low unemployment, over 
3.1 million New Yorkers - nearly one in five residents under age 65' 
- do no have health insur.mce. The number Qf uninsured In New 
York Is higher and growing raster than in the rest of the nation. 

Thanks to recent expansions of Child Health Plus and Medicaid, the 
vast majority of New York's uninsured childl1!n wilt soon be eligible 
for coverage.. 

However, most parents of these children, along wIth many single, 
worlcingadults and couples with no children at home, have no 
access to affordable health insurance- In most cases, parents in 
three-person families have to earn less than $10,300 a year to qualify 
ror Medicaid - and single, childless adults less man $4.300 a year: 

fpteastl turn Qver) 

September 1999 



ANA ~012 

P.· 12FAX NO. 5181829533OCi-13-1999 WED 09:49 AM NVSNAPGA , 	 , . . 

How Will · Funding is avanabl~ for Family Health Plus. A provision of tne 
family Health federal welfare ·reform" law allows states to @lCpand health coverage 
Pla~s be to working families; and the federal government will pay for half of 
Financed? the cost for many enrollees, Likewisel New York: Srate will receive 

$1 billion, annually for the next 25 years as a result of the settlement , 
with tobaCC'O companies over smoking-related health costs states 
have Incurred ever ~he years. 

Allocating these reVenues to Family Health Plus would make a 
significant down-payment on establlshitlg affordable health cOllerage 
for aU New Yorkef5, 

WhatAbo~t · Family, Health Plus would be coordinated witheXfsting nearth 
Coordination insuranc:e programs like ChUd Health Plus and Medicaid. F'amilies 
with Other, would go through asimple, ?treamlined application process to 
Programs and . detennine eliglbiliry for all of the state's insurance programs~ so that 
'O~hl 	 it is easy to enroll a~d easy to move from one program to another as 

eligibility c:hanses Decause of changes in age. income or family size. 

· As is the caSe for children and' teenagers applying for thild Health 
Plus, and pregnant Women 'applyirig for expanded MedicaId , ' 
coverage, there wo~ld no resourCe test or accompa.nying " 
documentation requirernetlts for pa.rents and other adults applying 
for MediCaid or Family Health Plus. Those with modest savings for 
retirement or a child's education should not be forced to spend those 
resources in order to qualify for needed health coverage. 

, The Fa.mily Health plus proposal includes a series ofjnltiatives 
designed to educate families and indl"iduals about the Insurance 
options available to them and to eliminate difficulties in applying for , 
health coverage. These initiatives, which mirror those currently 
being implemented for Child Health Plus and Medicaid-eligibJe . 
children, indudingl community-based public education, outreach 
and enrolh:nent assi$nce, and a streamlined enrollment and 
recertification process. . 

Conclusiont , 	 There aft! mare thim 3 million reasons why New York needS Family 
Health Plus. 

, , 

~..... 

2September 1999 
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RNsAI Work: Hara ArB the Facts 

Regislered nurses In NeWYorkSlo1e are sirugglfng fo provide quality care to fheir patients in the f(lee 

" " of InsUfficient stoffing resources, !ncrease{pclient acuity. and fccilUy management lhclt is often 

unresponsive to rheir concerns about palierJr care, 
ThOSCillrl:llOll\CoCl11r: liI\o:Iili15 ordiII,"Q.'I;1I 

III Wmt;·' 11JtV~ "andUl:UiI.IlIy NYSNA lUll! 
, ~l'led by 111lrtJt :.uomcy lIIId)u:3l[)J polic:y 

COIUIIll:ltIl O:lvid lCcepDQW~Tl!G~ r.IS 
desill'-.llo ,rllll'llauroolwtJlU aNs t:.:c io 
!hi: <:Pt/~ or IhIdr u.odi:lI:IlI' ii1Q~ b,. 1:IIc.I1'~ :1 
"SII:lpMlOl" or5l:llfill, ldwls. pilticnt O:~IIS. 
and Q\l!er wvrkpl/ll:c;,conciiliollol 011 om;:~ 
d:ly f104rud\~)~OftI!\IIlIeb:lllhbyt.~_ 
2.7), Over pOO Ms ~pop,dcd CII the 11,IM,.., 

IVl'QIIlbC/htht!II.:IIiSIieiQS\dl!u:COWll.(1lII 
~iIwn:;td DI: lheimdofa-m1"II::y (om, it 
isc:la\!lG.t.!iuf':!t::!i=owarkla!ll':tuameb'tw"d 
In I.Ilmr:uk .il~ ta C\\l'C CD.!' .Icker pd
,I,k;cr p!llie!l.IS.M 5lIi4l<ilRII Bal.I:::.rrI. diRIIICllr 
oCN'r$NA,', ft;II;ii;e""d ~M· 
f:ri'd Progl'Iltn. "Evtn willi IhI:irkit elTcrts. 
mlln)' irulJO~ tepQl'llhaL dI&7 ~ 1101. able II) 
mb;t till:lrowtlSl.':Ind:lnf.t. foe_pi., ~~ 
or d!r; nllt1CS fC$por!ClII, wid !hey 1:9uld ItDf 
ptovldr.: 1M II!.IIa cf tIIll!IlDg Ql't; lll:Ill/ldr 
pati!Qllnccdcd;" " , 

Too Many Very 
SiCk Patienta 

Th~ IUCVI:)' ~,,1I:Il0ld m:u ~t:Qre jr.\' 

Ii:riCldild. ~hlp.. Hos~m~· 

~lj!,!:Ic"\ !ml$Q ~ !In ;l"cQi'\ pa· 

Ij~1\I IA:ld at SA; .:nlic31 c.:II"C 0111,.::11 .m 

lIY1:.I:lIl: ~ient!c'J.dQU.I4. TWCIIlY·lWo 

p:rcam or hclf~ nUllid ~ nISPOll

sib1e.rOl 10 IIfllloNPi1r.ienaclllhtlinhlfL 


"W,art: ItIa{CfI'ikal~IC"";') ,../aiel! 

'~U~l ~11I\' till r;,mtrlZ. JQ1f filII Ik'Ilil)' d 


.,,,(' ,,~r.l"i '1'111)1.:. "JI if 1Itl, 1IIIC~lnmOll 

,....a", R,VlIJ/"", II pllrl."r~. "'ICDIt/t 

in ~q'b. ,rd 1'117 brttl~ {QltJj ItoJlIf 4u4. 

1d"fI'; !nJII"< p«lltnr: ~ ",Dr#!. 'TIur. 

it n" ,rl/li'" 


"A,t~lJt.., ~f'dr/.Id"'·lIhb!:dslttlIMJ, 
/i" rc.J:f"ll'!I.fbI"filr1~.,.,ptUWIIIH';Il~11t 
"II" (I"~\ zirl'''' fl.Vs 0/1, l1IIi /lrJo~. ,,~ 
rlftlrt:PlIJ/((Jk/(J(,II'. //IIfl$r:l:rtlJabuUt 
",~ Iic~~1<r I>rI:ulls~1Jill! ',luIulf ~"puslt 
~TP':'I""rt' ill ..'tJG. 01_11 t'nI4/"k1l'" ~ 

Nct ~lIrpru:thllly. '1\iJ of ~O;PII:U 
l\1.Ir'~ :l4~ JSIlf ct all I\Ots41 n:pol':~d 

Ih:U wql\5US W Iheir\ll'it ~ 11lt!N:lIEdiD 
we p~1 fIII'O ~i'I. A (1111 79111 or hl;llpiw 
nllC'll;I ~d 76'1& ,rnursc:.l over2lJ /l!9QIlI/l:ll 
acully h:Ii fDI1C: lip dlll:iIlJ ~ IlIIZIt: lime. 

, ""I11e conQIJuill, ri~c '" p3t1cat al~, 
..."Ilib WO!! lI:!vc la:c:tl .jllCll tU "SO$. lUI4.,· 
SIICIIII tha need IV take lICUit.Y Into Q£:C:Qllnl 

'wll.,1'1 Jtllrfiag QlIits," 5Ili4 C:lrolyu 

, 
, 

" 

r.(II01Il~b. ~Cf of}fYSN",'. CIiI~ 
ti"o: b~lIin& p\'OSnttI. '':F:Il1l/l$ 10 • OIl 
pull PiWenlI a~ rIit. 't'I=.s lllliy \II. are' 
illClUlmg IIIII' erwltf 1D lIIta Jabllt ~ 
ItIenU lout C!al'ltUn strIct~ClfliI\I !lIlddinca 
1:t:l.Si::4 n 1;=tI.fl.J$;wi plllielllllCllil)' IlIVda.~ 

, HIM DoDd" '11Ie care? ' ' 
" W'II~tI~!MlrClpillfllnofth.~i1u:7 ' 

wm: oble 1rI!\i'lt. IIVI':( 2.5'lr rc~ INI 
die)' Will'll /Il>I able: to I:;tlrnpldr:: ,u ,., lbc 
~E;Dl~ biles ~ircd by IIIdr patients. 
o.rlll:a Ilurd SlIid lMllky WcnlllllJ :lbl. (0 

pra¥lde c:oI'I'ICon: t.Ild. SIlPPCIt tOp:lcil:lilS aud 
, tl!.cJr f;wi!lCI. ' Ove\, 40'1& wetJ: ~, to 

pcul'id; MlIIdcod c4III:aI.iOllI\l\d k~a lQ 

p:lIll1D~ :willlllir llInlilie&. EvCfl men: 4i~. 
llRbiGc. 45oft.llidtlWlhoydl.d.nodlilverimc, 
10 proyidc .. Ll!crvllih *"~riIcnC or melt 
~IJ--a ctI.r.!t;al fillcliJla. "r.mIll1' IIISC:"
IIIoCI'Il if aRlutdy ...emilIIla dctcrmimnl 
p:mI:AJ: aat.I1 IDd pbmins rar palh::rtt c:n' 
a.cc4Ii,"II;d1:1111fsaict. ";\l1ypat!tnrwhvbllPl 
1IdDa propei'I1l:Wt1a"" isllqln&~n:I=ap. 
pnlpri:WllI1\tSiGf e-.re 11M ptlCIIlDskf;ti1ll 
WltcIW~WI!lII:.", 

.t.. ill.. _ft
"'dlcawlllUim" ... l'ltfan 

I:arriu first 
~litQotp9C=lIllQut""hldlllll"CIi 

p-e die I'I1fl1l .-illvc i:I:l!PQnSe ....u ~ :14
,nlinil6cdllll\\\llSil:;::adCll1,Eillbtyllinc:~II\
HId 111*1"$.wIll ~ cll$tUlllI:m illIme4i<:ll.
cions W8lelll_aatd)'."'1'hlIlespoiHc sup

porU whAt,!ltt!) f~cd during the: l"-lt Illl~' 
'jag sbonllll~' \IIhj~b is th:U lIlImfnislcrlllg 

,'mm'III101lintllll'S4~{Iapptiority,NIlAlI'ltd 
Illid. "When ;laCfllli Is ill;;ld~u~1I:. QIMr 
1r.lI\!(.s Ute dce8$lngli. r.rt;-"trn!;II~, an4 p3l.illllt 
1Id11~IIDIl~b<:. sli;bllld, bUlll1aL drol' III 

, ~u3lir.v or dr. will IIDl .(\er:e&s:ull~ lie n
1Ia:kd III aD i/lA:te=~d 1I1.1f11bcc gf ,dvmi: ' 

" m.,q,o:::lIjgOCYc;1\IS.~ 
A!iUdIOr.lb:l!hel .... dQ(.:O\I'e!:lllluQ.(r~ 

lIJlO'Wcd I.h.em ~ di!U.....r CJI\ IlIe cIIIy or UIG' 
$lU'Ycy. 44~ tcu we thcy .,~. ;b!e if,)'~ 
villi! P.ig~ gR!. Silt ~ L'U'!:<:I' INltIl!er'- A8!L - r.l!.c4 !/Ie = lIS "miZlilllillly
WI!!,.. aild ....~(~lllh!1t the e:l.l7ol WlS I!g( CVtrI 

up 10 th:It \).l$ie li!.vc1. 
"1httIJlI n,,"'.' lltHW tlff'ur:yf~t!lillg nillr, 

jibl.tI14r IlJrJ.vc dOlI.! "'" 1:1I:"/~'myJ'tJlicn I~. 
1~i!jIwJ"'''ft!tlln$Iwp';YltJIC\lwt:rlltt(~St/i.! 
tnvir~lftlllTt but_ w.fI<lji[ud !:IS " /I,..,.". U 

·1.111: ut Overtime 
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BACKGROUND ON NEW YORK MEDICARE. 

BALANCED BUDGET ACT (BBA) BILLS 


. There are four major issues in the Medicare Balanced Budget Act (BBA) adjustments act 
that have strong implications for New York. 

The first, clearly, is the indirect medical education (IME) adjustment provision. Under 
the BBA, this adjustment was lowered from 7.0 to 5.0 percent between 1999 and 2002 .. 
The Senate bill would keep this adjustment at 6.5 percent (the 1999 level) through 2003 
while the House would keep it at 6.0 percent (th~ 2000 level) for an additional year 
(2001). The Senate provision costs $800 million over 5 years, versus the House 
provision's cost of$300 million. We prefer the Senate but could potentially extend the 
6.~ percent adjustment until 2002 rather than 2003. 

The second issue is the House proposal to change the current direct graduate medical 
education CGME) payment to a national average payment amount. Although studies 
suggest that the current variation in GME payments is hard to explain, such'a change 
would have profound geographical distribution effects, particularly on New York. As a 
note, the Administration supported this proposal in 1993 and, if asked publicly, we can 
say that this is not a BBA fix and should be further studied. 

Third, the hospital outpatient department payment issue remains a major concern for New 
York hospitals. We are hoping that Congress will provide the technical fix (directed 
scoring of a legislative clarification of intent) that we need to administratively correct the 
5.7 percent payment reduction that was erroneously put into law in 1997. 

Finally, New York has two of the ten cancer hospitals nationwide. Under the BBA's 
hospital prospective payment system (PPS), cancer hospitals' payments would be 
reduced by over 30 percent. The Senate bill would include these hospitals in PPS but 
would ensure that their payments are no less than 100 percent of their 1996 payments. 
The House exempts them from the system for 2 years, which we have proposed to do 
administratively. The hospitals generally prefer the Senate for fear of what might happen 
to them after the exemption. The Administration staff believe that we should not 
permanently hold cancer hospitals harmless but the Moynihan staff think that this is 
preferable since at least we will get these hospitals into the new system. This is also a big 
issue for Massachusetts and Florida. Given this difference of opirlion, it might be 
preferable if you remain silent. 
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.TheNeed for BBA Relief 

for Major Teaching Hospitals and Inner:..City Hospitals 


I. Conclusion' 

The Balanced Budget Act of 1997 (BBA) was enacted while the hospital industry is in the midst of 
a daunting transition from' a regulatory financing model to a market-based financing model. 
Problems attendant to this'transition arepan:icularly acute for major teaching hospitals and i~er-city 
hospitals. While the overarching policy goals ofthe BBA are very worthy, the Medicare funding cuts 
were too deep too soon in the context of the industry's transition to a market model. 

A BBA fiscal impact model developed by the GNYHA Center' for Health Economics and 

Informatics (CHEI) found that the BBA cut baseline payments to major teaching hospitals more than 

to other hospitals. In fact, compared with 1996 payments, while the BBA slowed the rate ofgrowth 


. for other hospitals, major teaching hospitals will actually receive less Medicare reimbursement in 

2002 than they did in 1996, not adjusting for inflation. ' 

To reduce the overwhelming financial stress currently experienced by major teaching hospitals and 
to hospitals in inner cities, it is recommended that Congress and the Administration moderate some 
of the BBA provisions, including: 

• Halt the IME cut, as proposed by Senator Moynihan and Congressman Rangel, 
• Carve out DSH from Medicare+Choice premiums, and 
• Accelerate the carve out of GME from Medicare+Choice premiums. 

. . 

The risk of not moderating the effects of the, BBA is that major teaching hospitals and hospitals in 
inner cities might not be able 'to maintain access to services that are vitally, important to the 
community. 

II. Overview of the Transition to a Market-Based System' 

The entire hospital industry is going through a major transition from a regulatory financing model 
to a market-based financing model. Of the three major payers of hospital-based services, private 
insurers, Medicaid, and Medicare" this transition is occurring fastest in the private sector, but 
increasingly for Medicaid through' mandatory 'managed care, and for Medicare through the 
Medicare+Choice program. The market-baSed model is defined by hospitals competing for busin~ss 
on the basis of price, service availability, and service quality. 
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The two major challenges in the market model are: 

, .' 
• 	 How to price services; and 
• 	 How to ~egotiateeffectively when the buyer has a market advantage.' 

These challenges are particularly ~cute for inner-city hospitals and for major teaching hospitals, 
which have much higher-than-average costs per insured patient. 

III. Hospitals in New York City Have Both Inner-City and Major Teaching Hospital Challenges., 

The chal'lenge for inner-city hospitals is that they have higher:-than-average costs due to having a 
high proportion of uninsured patients. The uninsured population in the United States is 'growing 
rapidly, especially in New York, where the, proportion of uninsured non-elderly persons is almost 
20%, compared with a national average of 18%. The proportion of uninsured non-elderly persons 
in New York City is an astounding 28%. Part ofthe cause ofthe accelerated growth' of the uninsured 
population is the unintend~d consequences of welfare reform. New York's Medicaid budget is 
actually falling because of declining enrollri1ent~ despite provisions in the welfare reform law 
requiring continued Medicaid coverage for fari:tilies 'and individuals leaving the income support 
program. 

The challenge for major teaching hospitals is that they' have higher-than-average costs due to direct 
teaching costs, as well as high other costs associated with the teaching mission, such as: 

• 	 High uncompensated care costs. Teaching hospitals receive two-thirds of all Medicare 
disproportionate share hospital (DSH) payments. These payments are at risk, however, because 
they are currently not paid on behalf ofMedicare+Choice enrollees, and the payment formula will 
be changed to reallocate a substantial portion of DSI:I funding to rural hospitals. 

• 	 The high cost oftertiary/quatemarycare, complex trauma care, high-risk patients, and the clinical, 
testing of new technologies,and treatment protocols. 

A. The Indirect Medical Education (1ME) Adjustment 

The higher-than-average costs associated with teaching hospitals are not captured in the Medicare 
case-mix adjustment, so a proxy was developed in the form of the IME adjustment; which is based 
on the number of residents per patient, even though these costs are not a function of the resident 
count, but rather somewhat associated with it. The U.S. Health Care Financing Administration's 
(HCFA's) regression model explains avery small amount of the cost variation among hospitals, 
leaving a very high amount unaccounted for. Therefore, historically, Congress increased the IME 
adjustment above the empirical level, although 30% of this premium is being phased out under the 
BBA. 

2 
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Another vehicle for compensating teaching hospitals for their higher costs is the stop-loss, or 
"outlier," provision .. :Five percent of total inpatient payments are set aside to pay for 80% of a . 	 . 

hospital's loss above a stop-loss threshold. With the decline in the IME and DSH adjustments under 
the BBA, the need for outlier payments increased; however, the available funds are fixed. Therefore, 
the stop~lossthreshold had to be raised by 30%, or from $1 1,100 in fiscal year (FY) 1999 to $14;575 
in FY 2000. A important technical correction to the outlier formuia under the BBA somewhat 
mitigated this problem by eliminating outlier underpayments to teaching and DSH hospitals. . 	 . 

B. The Medicare Inpatient Margin for Teaching and DSH Hospitals 

Despite the higher-than-average cost of teaching and DSH hospitals, it appears that they have high 
Medicare inpatient margins under the Medicare Prospective Payment System (PPS). The reason for 
this is that the measure of Medicare cost per patient does not include allocated costs of uninsured 
patients and uncompensated care by HMOs and Medicaid. The fact that major teaching hospitals 
and public hospitals have the lowest total margins in the United States is evidence of the magnitude 
of uncompensated care provided by these hospitals. 

IV. Market Challenges 

Having reviewed the higher costs associated with major teaching hospitals in inner cities, the context 
then exists for reviewing challenges of the cqmpetitive marketplace, which, again, include pricing 
and negotiating with insufficient marke't power. . 

A. Pricing and Other Contract Provisions 

There are three principal challenges for hospitals in determining correct pricing and other contract 
provisions in a competitive m~ket: . . 

I, Marginal'Per Diem Pricing, Hospitals must be able to value each day ofcare not based upon the' 
average cost for the entire stay, but based upon the'marginal co'st of each day. This is because 
HMOs engage in, the practice of denying payment for days in which they deem there was 
insufficient activity. The problem is that, for the time being, they are denying payment based 
upon the average cost per day even though the denied days were clearly lesscosdy. Developing' 
marginal per diem pricing capability requires fully revamping hospital cost accounting methods, 
which is an extremely difficult task. 

2. 	Credit. Hospitals must learn to establish payment terms by analyzing the claims processing 
capability and solvency of their insurance contract partners. This is because hospitals have found 

. that, unlike government payers, many HMOs (most in New York) do not have electronic claims 
capability and, more importantly, are in very poor financial condition. There is as yet no vehicle 
to compensate hospitals for the outstanding claims they have with insolvent insurers. 

3 
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. 	 . 
· 3. 	 Pricing Competitively. Even when services are appropriated valued and optimal payment terms 

established, major teaching hospitals must still price their services based on the level of 
competition for each service. That is, in order to maintain their volume of "bread-and-butter" 
services for which there is high competition, such as routine inpatient care and outpatient care, 
they must match the. prices oftheir community hospital or free-standing competitors. This means, . 
however, that the prices for tertiary services would have to be increased. This isa delicate· 
balance, I)ince the market might notbear higher· prices for complex services. 

B. Negotiating· With Insufficient Market Power 

•If hospitals were able to determine optimal pricing and payment terms, they would not necessarily 
be able to command them. in negotiations with managed care companies for two principal reasons: 

l. 	System Capacity. In the metropolitan New York area, hospitals have average occupancy rates 
of 80%, the highest in the United States. But while a 20% vacancy rate is desirable from an 
operating perspective, it has proven to be too low for bargaining power. 

2. 	System Consolidation. While hospitals could increase their .bargaining power through industry . 
consolidation, antitrust laws, however appropriate from other perspectives, are an impediment' 
to more thorough systems integration. This paradox is more pronounced in large urban areas 
where there are many free-standing hospitals compared with some rural and suburban 
communities that are de facto one-hospital towns. Indeed, rural hospi,tals have historically had' . 
the highest total margins of any hospital gro1;lp because of their ability to command high rates 
from private sector payers. ' 

. " 

Again, problems associated with the transition to a competitive market have been most concentrated 
in the private sector. However, they have expanded to Medicare through the Medicare+Choice 
program, and to Medicaid through mandatory managed care enrollment. New York is simply the 
latest state to receive a HCFA 'waiver, and its new program will include severely mentallyill and 
HIV+ patients. 

V. Summary 

In summary, the transition. to a sutcessful market model requires universal health insurance 
coverage, and the development of sophisticated pricing, payment, and negotiating strategies, neither 

,	of which is currently in place. In thi's context, it is urgent that Congress and the Administration 
moderate the effects of the BBA on major teaching hospitals and inner-city hospitals. At risk is the 
ability of these hospitals to maintain critical services to patients and communities. 

·Prepared by the GNYHA Center for Health Economicsand Informatics, Karen S. Heller, Execlltive 
Director, July 1999. . , 
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SCHUMER ON MEDICARE ·PROPOSAL: 

GREAT PLAN WITH ONE BIG FLAW - HURTS NY HOSPITALS 


. On the day after President Clinton released his Medicare proposal, U.S. Senator Charles E, 
Schumer outlined how the Cllts in the new pIan, on top ofthe ones made under the 1997· 
Balanced Budget Act, would hurt New York's hospitals. 

"Overall, I believe the president's plan is an excellent one. Any plan that can protect Social· 
Security on into the second halfof the 21Jl century, modernize Medicare, bring' a prescription 
plan that recipients want and need and bring the budget deficit to zero should receive everyone's 
s~cat. ' 	 , 

I J 

Schumer also applauded Clinton's proposal to rectify the HMO "carveout." HMO's had been 

keeping some of the Medicare reimbursements that should have rightfully gone to teaohing 

hospitals and to those which treat large numbers ofpoor patients. This provision, which has 

been championed by Senator Daniel Patrick Moynihan, will save New York's hospitals $400 

million over the neJ(t'S years. 


'There is, however, one major flaw: New York's hospitals are given the short sluift," said 
Schumer. The plan cuts funding to hospitals by $39 billion over 1 0 years on top of the deep cuts 
in tbe·1997 Balanced Budget Act. New York is hit especially hard because we are one of the 
world's leading medical centers. Our share ofthe cuts will be about $1.7 billion in the city and 
$3.2 billion throughout the state." 

In total, the cuts will be about $2.8 billion for NYS hospitals and $1.4 billion for NYChospitals 
over 10 years (netting out the gain of the HM:O "carveout"). 

Here are estimates of the effect that the Presidenes proposal will have on some ofNew York 
State'S hospitaJs. . 

• 	 Strong Memorial jn Rochester which suffered cuts of$68.4 million from the BBA, will 
be cut an additional $37.0 million under the new Medicare plan..To give you 'an idea of 
how thin profit margins are, in 1997 Strong Memorial had an operating profit of4.0%
meaning that on their totalllledical operations (not including cafeteria, endowment' 
investment, pharmacy, etc.) they made a 4.0% profit. In 1998, after just one year ofBBA 

. cuts their profit margin dropped to a slim 2.5%. 	 . 
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• Beth Israel in New York which suffered cuts of$91.6 million from the BBA, will be cut 
// an additional $49.3 under the new Medicare plan. B,eth Israel's profit margin was -0.25% 

f.',:;~' in 1997 and was a flat 0.0% in 1998. 

Long Island Jewish which suffered cuts of$87.s million from the BBA. will t;,e cut an 
additional $47 million under the new Medicare plan. In 19~7, Long Island Jewish had an 
operating profit of1.3%. In 1998, one year after the BBA, it operated at a 0.3% loss. 

• 	 University Hospital Health Science Center in Syracuse which suffered cuts of$35.2 
, , million from the BBA, will be cut an additional $19.0 million under the new Medicare 

plan. University Hospital had an operating profit of3.8% in 1997 and 2.5% in 1998. 

• 	 Albany Medical Center which suffered cuts of$52.2 million from the BBA, will be cut 
an additional $28.0 million under the new Medicare plan. Albany Medical's operating 
profit dropped from 2.3% to 0.8% betWeen 1997 and 1998. 

Buffalo General Hospital (the entire system) which suffered cuts of$102.4 million from 
the BBA, will be cut an additional $55.2 million under the new Medicare plan. Buffalo 
General's operating margin dropped from -0.1% in 1997 to -1.4,percent in 1998. 

Mt. Vernon Hospital which sllffered cuts of$13.3 rillion from the BBA. will be cut an 
additional $7.3 million under the new Medicare plan. Mt. Vernon's operating margin 
was ~6.2% in 1997 and -4.0% in1998. 

Sisters ofCharity Hospital in Staten Island which suffered cuts of$37 million from the 
BBA, will be cut an additional $20.2 million under the new Medicare plan. Sister of 
Charity's operating margin was -0.9% in 1997 and -2.0% in 1998. Stat~ Island . 
University Hospital which suffered cuts of $88.8 million from the BBA. will be cut an 
additional $43.4 urillionunder the new Medicare plan. Staten Island University's 
operating margin was 3.3% in 1997 and 1.7% ~ 1998. 

• 	 S1. Joseph's Hospital in'Yonkers which suffered cuts ofS13.7 million from the BBA. will 
be cut an additional $7.4 million under the new Medicare plan. St Joseph's operating 
margin was a thin 0.3% in 1997 and a thinner 0.1% in 1998. 

'.'1 have sp01'en with Secretary Shalala and OMB Director Lew and am going to the White House 
on Thurs~y to impress upon Administration officials that while this Medicare proposal is a 

. strong one, these cuts to OUT hospitals risk the very fabric ofour health care system," said 
Schumer. 


