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August 9, 1994

SU'JOfARJ 91" DOLI!PACnoop HEALTH REFORM PROPOSAL 

I • 	 9UARAJrff!BD &eaas '1'0 eOVlMCI 

A. 	 IDesEags. R.fo,.. 

1. There are two health insurance market sectors: 
a. 	 Inaividuals and small employers size 1 to 50. 
b. 	 Large groups (employers with more than SO 

employees or membera, and aaeociationa and MEWAs 
with at least 500 participants). 

2. 	 The insurance IDarket reforms apply to all health plana, 
includinq self-insured plans, with the following
exceptions: 
a. 	 Accident, dental, vision, disability 1ncome, or 

lonq-ter.m care insurance; 
b. 	 Medicare supplemental policies; 
c. 	 Supplements to liability insurance; 
d. 	 Workers compensation insurance; 
e. 	 Automobile medical-payment insurance; 
f. 	 Specific disease or illness policies; or 
g. 	 Hospital or fixed indemnity policies. 

l. 	 Guaranteed issue and guaranteed renewal. 
a. 	 A health plan may not deny, limit, condition, or 

refuse to renew • health benefit plan except as 
indicated in (C) below. 

b. 	 A self-funded bealth plen sponsored by an employer 
cannot deny, limit, condition, or refuse to renew 
coverage for any employee (and family) except as 

. indicated in (C) below. . 
c . 	 Exceptions:

1. 	 Pre-existing condition lim1~ations can be 
imposed on individuals who do not maintain 
continuous coverage as described in (4) 
below. 

i1. 	 Failure to pay premiums;
iii. 	Misrepresentation of information to the 

insurer, or fraud; 
iv. 	 The health plan doesn't serve the areaj 
v. 	 The health plan withdraws the health benefit 

plan from the market entirely.
vi. 	 The health plan does not serve the market 

sector to which tho peraonor group belongs.
vii. 	The health plan has insufficient capacity to 

enroll new members. 
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d. 	 A health plan that has approached its capacity
limitations can refuse to accept new enrollment, 
or limit enrollment based on a first-come, first 
served basis. 

e .. Individuals will have an annual open enrollment 
period of at least 30 clays prior to the expiration
of their healt~ plan policy, during which . 
individuals can change health plans without being
subject to pre-existing condition exclusions. 
Individuals can make changes between open 
enrollment periods for certain qualifying events 
like changes in family status, employment,
residence, etc. 

f. 	 Newborns are covered automatically on the parent's
policy at birth. . 

q. 	 Insurers or employers cannot impose waiting
periods tor coverage beyond a reasonable time 
necessary to process enrollment, except in 
accordance with the standards for pre-existing
condition exclusions described in section 4 below. 

Portability and Pro-existing 'Conditions 
a. 	 Health. plans may not impose pre-existing condition 

limitations on individuals enrolling as a member 
of a group, except in cases where the individual \ 
has not been insured during the previous 6 month ~ 
period. -	 . 
i.- The maximum allowed pre-existing condition 

exclusion for a condition diagnosed or 
treated during the 3 months prior to coverage 
is 6 mon!ihs. 

ii. 	 The maximum is reduced by one month for every
month the individual had coverage during the 
preceding 6 month period. 

b. 	 Health plans may not impose pre-Rxisting condition 
limitations on individuals who are not enrolling 
as a member of a group, except in cases where th.e 
individual has not been insured during the 
previous 12 month period.
i. The maximum allowed pre-existing condition 

exclusion for a condition diagnosed or 
treated during the 6 montha prior to coverage
is 12 months. 

ii. 	 The maximum is reduced by one month for every
month the individual had coverage during the 
preceding 12 month period. 

c. 	 Amnesty period. /
i. 	 Each state will set an initial 90 dar open

enrollment period during which indiv~duals 
who have not previously had health benefit 
coverage can enroll without beinq subject to 
pre-ex~sting condition limitations. 
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ii. 	 A state may establish a limit on the number 
of new enrollees a health plan must accept 
during the amnesty open enrollment period.
The limit should correspond proportionately ~ .. 
to the total number of enrollees the plan has vr 
in that market sector. 

S. 	 Modified community. rating (applies to all products in 
the individual and small group market only). 
a. 	 Uniform,age and family classes will be defined by

the Nat~onal Asaociat~on of Insurance . 
Commissioners (HAle). 

b. 	 NAtC will recommend allowed discounts for health 
promoti~q activities. 

l c.' The ~atio of rates between the highest and lowest 
age factor (agee 18-64) may not exceed ill for the 
first 3 years after implementation, and 3:1 for 
years thereafter. . 

d. 	 NAtC to recommend allowed variations in 
aaminiQtrative costs (not to exceed 15 percent of 
premium) based on size of group. 

e. States will define community rating areas subject 
to the tollow1ng:
i. 	 Minimum area population of 250,000. 
ii. 	 May not divide metropolitan statistical areas 

within a atate. 	 . ' 
iii. May cross state boundaries if states agree. 

6. 	 Every health plan selling in the individual and small 
group market sector must offer the FedKed package. 
a. 	 An insurer must at leas; offer one of the 


following versions of the FedMed package:

i. Fee-for-service, 

~.L. prefe'rred Provider Organization (PPO), or 

iii. Health maintenance organization (HMO).

b. 	 Health plane may offer any other health benefits 
packages in addition to the PedHed package., 

c. 	 Health plans may offer supplemental packages to 
ehe redMe~ paCKage, but may not require an 
individual or a group to purchase supplemental 
coverage or link the pricing of a supplemental·
benefit package to that of the standard package. 

7. 	 There is no restriction on the number of different 
benefit packages that can be offered by a health plan.
However, the rates for all of the health benefit 
packages offered by the heal~h plan must be based on 
the health plan's total enrollment in the individual 
and small group sector. Rating variations are allowed 
only to the extent of the difference· in actuarial value 
of the specific benefit variations for that same 
population. 
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8. 	 Health plans and purchasing cooperatives may require 
payment of premiums through payroll deductions. 
Employers must comply with employee request for payroll
deduction and remittance of premium. 

9. Risk adjustment (applies to the individual and small 
employer market only.) States are to risk adjust
community-rated health plans and reinsurers of health 
~lans for small employers who self-insure. All self 

~ ~nsured small employers are required to carry -etop
f\ loss· insurance. 

10. 	 Standards developed by the NAIC for the individual and 
small group market shall be uniform for all carriers. 

11. 	 Each state will publish annually and disseminate a list 
of all of the health plans in the state offerinQ the 
FedMed package and their modified community rate for 
the package. This effort will be coordinated with the 
information on health plan quality. 

12. Neither the states nor purchasing qroups would be 
permittea to interfere with the ability of health 
insurers to establish and pay adequate compensation to 
licensed agents and brokers. . 

13. 	 Taft-Hartley health plans, rural electric and telephone
cooperative health plans and church association health x 	 plans shall be subject to the insurance reforms 

applicable to large employer plans. 


8.· 	 purch.ling Cooperativ••. rlBB!. NIX,. IDd AI.oc1atlog PllDS 

1. 	 Nothing in this bill requires the establisnment of a 
purchaGing group -- nor prohibits the establishmen~ of 
more than one --in an area. . 

2. 	 Purchasing qroups established to serve the inaiv1dual 
and small employer market must be open to all 
individuals and small employers who wish to join. 

3. 	 Any health plan offerinq a benefit package through a 
purchasing cooperative must offer at least the FedKed 
benefit packaqe through the cooperative., 

4. 	 Insurers are proh1D1ted from establishing a purchasing
cooperative but may administer one under contract with 
the purchasing cooperative. 



s. 	 lederal Employees Health Benefit Plan 
a. 	 Se~f-employed individuals and small employers 

(s~ze 2 to SO) may purchase health benefit plans
offered through FEH8 progT4m. , 

b. Insurers shall offer self-employed individuals and 
,/ small employers the same benefit planes) that are 
'/' 	 available to federal employees at the same premium

price (government and employee share) plus an 
administrative fee. 

< 

c. 	 Health plans may impose group participation
requirements as long as they are standard for all 
qroups. 

6. 	 HEWA and Association Health Plans 
Limited rules are applied to existing MEWAS and 
Association health plan offerinq health plans on 1-1-94 
(i.e. Grandfathered plans·) and a more comprehensiveR 

regulatory scheme is applied to all new MEWAs and 
association plans. Grandfathered plans and all new 
plans that meet the following rules shall be treated as 
a large employer for insurance reform purposes. 
a. 	 Grandfathered plans (both insured and self

insured) mUBt have at leas~ SOO par~ic1pants. In 
addition, qrandfathered plans cannot: 
i. 	 Condition its membership on health status or 

health claims experience of a potential
member. 

ii. 	 Exolude an employee or dependent of a member 
based on their health status. 

b. 	 Grandfathered plans that self-insure must: 
i. 	 File written notitlca~ion wi~h the Secretary

of Labor that: 
(1) 	 includes a description of the plan; and, 
(2) 	 names a plan sponsor.

ii. Meet minimum financial solvency and cash 
reserve raquirements for claims established 
by the Secretary of Labor. 

iii. 	File annual fundinq reports (certified by an 
independent actuary) and financial statements 
with the Secretary of Labor and all 
participating employers in the plan.

iv. 	 Appoint a plan sponsor that would be 
responsible for operating the plan and seeing 
that it complies vith all federal and state 
laws. 

c. All new HEWAs ana association health plans must: 
i. 	 Cover at leaBt 500 participants.
ii. 	 Complete a certification procedure

established by the Secretary of Labor. 
iii. 	Meet all the requirements in 6.&. and if 

self-insured, meet the additional 
requirements in 6.b.ii. through iv. above. 

1 
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iv. 	 Be formed and maintained for substantial 
purposes other than obtaininq or providing
health insurance to members. 

v. 	 Be offe.ed or sponsored hy a permanent entity
which receives a substantial majority of its 
financial support from its active mambers. 

vi. 	 Not be owned or controlled by an insurance 
carrier.- . 

vii. 	Has a constitution, bylaws, mission statement 
or other similar qoverning documents. 

viii.All persons involved in operating,
administering and/or handling money with 
respect to plan would have to be bonded ,for 
theft and other intentional acts. 

ix. 	 Pay a $5,000 certification fee to the 
Secretary of Labor. The Secretary may also 
charge a reasonable annual fee to cover the 
cost of processing and reviewinq annual 

. filinq8. 
d. 	 The Secretary of Labor shall develop regulations 

.. 	 implementing the requirements of this section 
including expedited registration, certification,
review and comment procedures. 

e. The Secretary may enter into agreements with 
states to enforce the proviuions of the section to 
the extent that the delegation does not result in 
a lower level or quality of enforcement. Such 
delegation may include certification and 
registration of MEWAs and associa~ion plans.

f. 	 Associations ana MEWAs must·provide written notice 
to each contributing employer as to whether it has 
met the applicable requirements of this section 6. 

g. 	 All indivi¢uals cpe~ating or adminiBte~inq or 
involved in the financial affairs of association 
health plans or MEWAs must be bonded. 

h. 	 Taft-Ha.tley health plans, rural electric ana 
telephone cooperative health plans with 500 or 
more participants and church association health 
plans with 100 or more participants are exempt
from all requirements described in section 6 ana 
are eubjeet to the insurance rules applicable to 
large employer plans. 

C. 	 Affordabl. CoY'Ellt 

Tax peduction for Self-Employed
Self-employea individuals and other individuals who do 
not get health insurance from their em.p1oyera would get 
a deduction equal to 100 percent of the cos~ of 
insurance phasea in as folloW8: 

.. 

1. 
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1994 and 1995 -- 25\ 1998 and 1999 75' 
1996 and 1997 -- 50, 2000 and after -- lOOt 

2. 	 Medical Savings accounts 
•. Medical savings accounts (MSAs) are linked with 

·the 	purchase of cataatrophic health insurance 
coverage (health insurance policy with a minimum 
$1,000 annual'deductible for Single, and $2,000 
for family coverage).

Xh. Employer contributions to MSAs are excludable from 
an employee's income and not subject to payroll 
taxes. Employer can deduct its contributions. 

c. 	 Contributions by self-employed and individuals 
(whose employers do not provide employer
subsidized insurance) are deductible from income 
and excludable from payroll taxes. 

d. 	 Annual limit on contributions--$2000 single person
and $4000 for families (one account per family). 

e. 	 No lifetime limit on amounts contributed. 
f. 	 Oistributions from the account would be tax-free 

and penalty-free if used for medical expenses not 
reimbursed under the catastrophic policy, premiums 
for catastrophic coverage during •COBRA" 
continuation coverage, and for 'premiums and 
medical expen8es for long-term care. premiums for 
catastrophic coverage cannot be paid out of MSA 
unless the individual qualifies for COBRA 
continuation coverage. 

g. 	 MSAs subject to prohibited transaction, reporting
and certain other rules applicable to IRAs. 

h. 	 Tax-free rollovers between MSAs but not between 
MSAs. and lRAs. 

i. 	 Non-qualified withdrawals are taxable and subjec~ 
to a 10 percent penalty.

j. 	 Not transferable at death and taxable to decedent. 
k. 	 No tax-free build-up.
1. 	 Distributions on account of divorce to follow 

rules applicable to IRA's. 

3. 	 Low-income Subsidies 
e. 	 Cre~tes 4 new 8afety net subsidy program for low

income individuals and families not covered by
employer-provided insurance or public programs.
Subsidies would be financed by the Federal 
government consistent with the Budget Fail-Safe 
mechanism (described later).

b. 	 Subsidies would not be provided to: 
i. Individuals/families who are not U.S. 

citizen8 or permanent resident aliensj
ii. 	 Medicaid eligiblesi
iii. 	Medicare beneficiaries; or 
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iv. Individuals who receive employer-financed 
coverage. 

c. 

d. 

e. 

g. 

An employer that finances health care coverage for 
any employee would not be allowed ~o discrimina~e 
against any employee based on his/her eligibility
for a low-income subsidy. Employers wbo violate 
this rule would be assessed a p~nalty equal to the 
maximum subsidy amount for the geographic area" 
multiplied by the number of affected individuals. 
In the case of an employee working for an employer 
providinq employee-only coverage (not including
the employee's dependents) anq Whose family is 
otherwise eligible for a subsidy, the employee 
would have the option to take the employer's 
coverage or subsidized family coverage. 
Subsidies will be applied only to the purchase of 
the FedMed package defined by the Secretary of 
HHS. By regulations, the Secretary shall 
establish a FedMed benefits package that includes, 
a~ a min~um, the categories ot benefi~s described 
in Title 5 of the United States Code for the 
Federal Employees Health Benefit program and in 
the HMO Act of 1973 "(Section 1302(1) of the Public 
Health Service Act). In so doing, the Secretary
ahall take into account, the following priorities: 
i. 	 Parity (with respect to cost-sharing and 

duration of treatment) for mental health and 
sUbstance abuse serVices, managed to ensure 
access to medically appropriate treatment and 
to encouraqe use of outpatient treatments to 
the greatest extent feasible; 

ii. 	 Consideration for needs of children and 
vulne,rable populations, including these in 
rural, frontier, and underserved areas; and 

iii. 	Improving the health of Americans through
prevent;ion.

In general, health plans will determine the 
medical appropriateness of specific treatments. 
Coverage decisions about new procedures and 
technoloqies will be made by health plans, which 
may refer to criteria for medical appropriateness 
developed by the Secretary.
The Secretary shall vary cost sharing arrangements 
to accommodate different delivery sys~em models 
through which subsidized individuals may receive 
health care services. All versions of the FedMed 
package shall have reasonable cost-sharing
(including an out-of-pocket limit) appropriate to 
the delivery system.
i. 	 For a moderate cost sharing version, cost 

sharing shall be similar to the health plan
in ~he Federal Employees He~lth Benefit 

\ 
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h. 

1. 

j . 

k. 

1. 

m. 

program with the hiqheat enrollment that usee 
a fee-for-service delivery system. 

ii. 	 For a low cost sharing version, cost sharing
shall be similar ~o the HMO plan in the FEHB 
program with the highest enrollment. . 

iii. 	For plans w~th provider networks, hiqher
cost-sharing sufficient to encourage use of 
the network shall be allowed for out-of
network, nonemergency services. 

In defining the initial benefits package, the 
secretary shall ensure that the actuarial value of 
the package in'ita fee-for-service version be 
equal to the actuarial value of the highest
enrollment plan offered under the Federal 
Employees Health Benefit program in 1994, assuming 
a national population under age 6S. Managed care 
health plana shall offer the same Get of services 
defined by the Secretary for fee-for-service, 
health plans.
SUbsidies would be provided tor premiums only, up 
to a maximum amount. The maximum. subsidy amount 
would be the amount the Fed~ral government uses to 
calculate its maximum (75') contribution for 
Federal empl.oyees' insurance under FEHBP,
calculated without the population 65 and older. 
The maximum amount would be determined annually. 
Nothing shall be construed as preventing an 
individual or family from buying a health plan
covering the FedHed package that is more expensive
than the maximum subsidy amount. The individual 
would have to pay the difference between the 
health plan's premium and the maximum. subsidy 
amount. 
The Secretary of HKS will specify,maximum subsidy 
amounts for each geographic market area for the 
same age groups and family composition classes in 
the small group market. The Secretary would use 
appropriate factors to adjust the maximum amount 
for: 
i. 	 Geographic differences in health care costs; 
ii. 	 Age; and, 
iii. 	Family composition (there would be no poverty

adjustment for family size greater than 4). 
In~1v1duals and families with income belov 100' of 
the Federal' ~yerty .IEfveflTf-fUnd.lng Is .. ," " 
avalIiiile"'wOUIa""receive"& full premium subsidy.
If additional funding is available, individuals 
with income above the poverty level would receive 
a partial premium subsidy. Individuals above 150\ 
of poverty would not be eligible for a subsidy. - 
For individuals with income above the poverty
level but belov 150', the subsidy percentage would 

I 
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aecline on a stepped basis as income increased. 
The amount of the subsidy would be a percentage of 
the maximum subsidy amount for individuals below 
poverty. 

n. 	 Eligibility for subsidies will be calculated on an 
annual basis. Tax return information will be used 
in determining eligibility to the extent possible. 

o. 	 An individual. or family that has an approved·
application for a subsidy must file an end-of-year
income reconciliation statement. Failure to do so 
will result in ineligibility for subsidies until 
the statement is filed, unles6 there is good 
cause. . 

p. 	 States would determine eligibility for subsidies. 

! 
States will be liable to the Federal government
for subsidy payments made in error. The Federal 
government would share the administrative expense
of d~termining eligibility for subsidies at a rate 
of so, Federal/50' ·state. 

q. 	 States would designate appropriate
agencies/organizations that would determine 
eligibility and enroll individuals in health plans
on-site. States would be required to provide
information on all health plansofferinq the 
FedMed benefit package in the geographic area. 

r. 	 The Secretary of HHS will develop standards to 
assure consistency among states with respect to 
data. processing systems, application forms, health 
plan information, and other necessary activities 
to promote the efficient administration of 
SUbsidies. 

s. 	 The Secretary will study and make recommendations 
to the Congress regarding use of state~adjusted 
poverty level guidelines instead of the Federal 
poverty level guidelines when determining
eliqibility for subsidies. . 

D. 	 Report on Hell~hcar. stat•• 

By January 15, 1998, the President must submit to the 
congress findings and recommendations on each of the 
following:
1. 	 Characteristics of ~he insured and uninsured, inclUding 

demographic characteristics, working status, health 
status, and geographic distribution. 

2. 	 steps to improve access to health care and incre4se 
health insurance coverage of the chronically uninsured. 

3. 	 Effectiveness 'of insurance reforms on access and costs. 
4. 	 Effectiveness of federal assessments of new technology 

on the cost and availability of new products. 
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5. 	 Effectiveness of cost containment strateqies at the 
federal and state level and in the private sector. 

6. 	 Effeetiveness of efforts to measure and improve health 
care outcomes in the public and private sector. 

7. 	 Effeetiveness of new federal subsidy programs,
including recommendations to restrain future growth. 

8. 	 Effectiveness of initiatives targeted to underserved 
urban and rural populations. 

II. 	 IMPROWD HIAL'l'H CARZ DELI"R!' SYS!'ZM 

A. 	 Consumer yalue In Health Pllpa 

1. 	 A ·Coasu.er Valg.- program will be developed by the 
states for the purposes of: 
a. Assurinq minimum quality standards for health 

.plans; 
b. 	 Making available comparative. information about 

health plan offerings; and 
c; Establishing certain consumer protections. 

2. 	 The Secretary ot Health and Human Services will assise 
the states in carrying out these actiVities by: 
a. 	 Consolidating research activities for quality and 

consumer information areas; 
b. 	 Developinq minimum guidelines for use in 

certifyinq health plans in the areas of quality 
assurance, consumer information, consumer 
protections, and financial practices and 
performance; and 

c. 	 Requiring states to e.stablish a consumer value 
program th~t results in comparative information on 
health plan offerings and quality distributed to 
all consumers. 

d. 	 Offering gran~8 to states to set up the consumer 
value program. 

3. 	 Consolidating Research lUnc~i2D8 for Quality and 
s;:onsumer Informatign . 
a. 	 Current federal researeh activities supporting

quality and consumer information will be 
consolidated within HHS and called the Agency for 
Quality Assurance and Consumer Information. ~he 
agency will carry out its activities in close 
consultation with ,exPert private and public
entities in quality and consumer information. 
R.esearch priorities will'be set in consultation 
with expert groups.

b. 	 The focus of the new consolidated research area 
will be to support activities in the areas of: 
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i. 	 Effective~es8 and appropriateness gf health 
care servlces and procedures;

ii. 	 Quality management and improvement; 
iii. 	Consumer information and surveys concerning 

access to care, use of health services, 
health outcomes, and patient satisfaction; 

iv. 	 Development, dissemination, applications, and 
evaluation of practice guidelines; 

v. 	 Conduc~ effectiveness ~rials in the private 
sector in partnership with expert groups;

vi. 	 Assure the systematic evaluation of existinq 
as well as new treatments and diagnostic
technologies in a continuous effort to 
upqrade the knowledge base for clinical 
decision-making and policy choices; 

vii. 	Recommend minimum guidelines for quality 
measures, consumer information categories, 
and access (to health services and 
practitioners) for use in health plan
certification; 

viii.Recommend standards and procedures for 
data and transactions related to quality. 
consumer information, access, effectiveness, 
and other areas as appropriate to assure a 
smooth coordination with the administrative 
simplification framework; and 

ix. 	 Oversee basic and applied research, with 
equal attention to each. 

c. 	 Funding will be $250 million a year by the year 
2000 (phased in). Spending will he split to 
support research and the application of research 
in the private health care delivery system. 

4. 	 Process for Certification 
s. 	 Secretary of HHS Res~onsibilities 

i. 	 The Secretary, ~n consultation with NAIC and 
expert groups in the areas of quality 
assurance (such 4S the Joint CommiBsion on 
Accreditation of Healthcare organizations, 
the National Committee for Quality Assurance, 
and the Peer Review Organizations) will set 
minimum guidelines for the certification of 
health plans. The Secretary is to complete
the guidelines within 6 months of enactmen~ 
of the bill. 

ii. 	 Special Federal rules would apply to self
insured multi-state employer plane and HEWAs. 

iii. 	The Secretary will approve certifying 
organizations that are qualified to complete 
health plan certifications in any state. 
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b. 	 Statea' Responsibilities 
i. 	 States will be responsible for implementing

the guidelines i 
11. 	 States are expected to coordinate public

health department and insurance commissioner 
offices' (and other relevant agencies)
responsibilities in designing the 
certification process (and enforcement 
procedures); 

iii. 	States shall consult with expert private
entities in designinq their certification and 
enforcement processes;

iv. 	 States may contract with private entities 
(giving them deemed status) for carrying out 
the certification activities; and, 

v. 	 Health plans must absorb the costs of 
certification, however, the State and/or the 
Secretary may provide monies for technical 
assistance for health plans serving
vulnerable populations to pay for 
certification or to assist these plans in 
preparing to be successfully certified. 

S. 	 Minimvm NYid§~~nes for Health Plan Cert~fication 
~he Secretary of RHS will develop min~um quidelines
for certification of health plans in these areas': 
s. 	 Quality Assurance Guidelines 

1. 	 Quality manaqement
ii. 	 Credentialling
iii. 	Utilization management
i v.. 	Governance 
v. 	 Policy and quality processes
vi. Provider 8election ~nd due process 
v~~. Guidelines and protocols

b. 	 Consumer Protections 
i. 	 Comp_.Ative consume. information 
ii. 	 Marketing-agents and materials 
iii. 	Non-discrimination 
iv. 	 Continuation of treatment (in the event of 

in8o~venc:y) 
v. 	 Crievance procedures 
vi. 	 Advanced directives 
vii. 	Financial practices that interfere with 

quality of CAre 
c. 	 Reasonable Access 

i. 	 AS8urinq access to services for vulnerable 
populations-ProPAC will comple~e
recommendations within one year, including: 
(1) 	 Anticipated impact of .health reform on 

aecess to services for vulnerable 
pop~lations; And 
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(2) 	 Safeguards required to assure continued 
access to services and reasonable 
payment for services for vulnerable 

. 	 populat1ons.
ii. 	 Anti-redlininq rules 
iii. 	Provider non-discrimination (e.q.,

d1scriminaeion solely based on the provider's
academic,deqree)

d. Financial standards (using NAIC model standards)
i. 	 Solvency. . 
ii. 	 Other financial standards including

l·iqu1clitYi accounting, and reporting
iii. 	Guaranty fund participation 

In·eseablishinq min1mum guidelines, the secretary (in
consultation with the NAIC) will address the issues 
(and recommend customized guidelines for each) of 
certification for various models of health plans,
takinq into consideration: 
a. 	 K~lti-state iftl~red plana, 
b. 	 Frontier, rural and inner city considerations (and

other start-up issues for small delivery systems
in underserved area8), and 

c. 	 Commercial insurance, managed care plans, and 
delivery-system (provider-based) plans. 

6. 	 Consumer Value PrOgram 
a. 	 S~ates shall beg1n immediately, upon enactment, to 

establish a consumer value proqram that results in 
the distribution of comparative information on . 
health plan offerings And quality outcomes to 
consumers; 

b. 	 States may designate an independent organization 
to carry out the consumer value program (qivinq it 
deemed status);· .. 

c. 	 The Secretary of HBS will provide to states the 
minimum guidelines for the consumer value program
(see minimum guidelines for comparative consumer 
information (5.b.i.), includ.ing a. model "report

'card-	 to assure a level of standardization to 
allow state to state comparisons;

d. 	 States may exceed the minimum guidelines- federal 
grants will be available to states for 
demoaatrations exper~enting ~ith quidelines
beyond the federal minimums; 

e. 	 If the Secretary determines that states have not 
established a consumer value proqr~ within six 
years I the Secretary.,.,may implement such in the 
state. 
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7. 	 pre-emption of State Anti-Managed Care Laws 
State anti-managed care laws are preempted, such as: 
a. 	 "Any willing provider" laws; 
b. 	 eorporate practice of medicine; 
c. 	 Health benefits mandates; 
d. 	 Cost-sharing mandates; 
e. 	 Utilization review mandates; and, 
f. 	 Involuntary denial of life-saving medical 

treatment. 

8. 	 Administrative Simplifi9ation 
a. 	 secretary of HHS will adopt standards for health 

data and transactions (from common practices in 
the private sector). Cateqories of standards may
include: 
i. 	 Financial, administrative transactions; 
ii. 	 Enrollment information; 
iii. 	Financial and administrative datai 
iVa 	 Unique identifiers (subject to strict patient

confidentiality requirements). 
b. 	 Use of and· access to standard transactions and 

standard data through the National Health Care 
Data Network. ' 
i. 	 Health plans, providers must keep data 

available for authorized access and comply
with transmission standards set by the 
secretary. Clearinghouses may be used to 
comply. 

ii. 	 Penalties apply for noncompliance to 
standards. 

c. 	 State "Quill Pen- laws are preempted.
d. 	 Entities operating in the national health care 

data network. Secretary develops standards for 
the Health Care Data Clearinghouses. Private 
entities may be desiqnated to certify such systems 
and clearinghouses. 

e. 	 The Secretary of HHS will set standards for 
providers and health plans to access information 
from the ne~work, including standards for privacy~ 
Only minimum data necessary will be disclosed and 
only when authorized by privacy laws. 

f. 	 A Health Care Data Advisory Panel will be 
established to assist the secretary in all 
standards and processes, including standards for 
privacy. 

g. 	 Secretary may authorize grants for demonstration 
projec1:s.

h. 	 Administrative simplification standards and 
processes will coordinate with ,the quality and 
consumer information processes and certifica~lon 
areas. 
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1. 	 The Ked1care/Me4icaid data bank (from OBRA93) will 
be repealed once the administrative simplification 
system is operational. 

9. 	 Auth.orization of Approprut~ons 
This bill would authorize ,appropriations for the 
activities described above. . 

10. 	 Fraud 
4. 	 The Secretary of RHS and the Attorney General 

shall jointly establish and coordinate a national 
health care fraud program to combat fraud and 
abuse 	in government and certified health plans.

b .. 	Monies raiDed from anti-fraud and abuse penalties,
fines, and damages will be dedicated to an account 
to pay the costs for anti-fraud and abuse efforts. 

c. 	 To give greater guidance to health care providers
(so they can comply with fraud and abuse laws),
there will be established: 
i. 	 New safe harbors; 
ii. 	 Interpretive rulings; and, 
iii. 	Special fraud alerts. 

d. 	 The current Medicare'and Medicaid. penalties for 
health care fraud and abuse will apply to all 
health care fraud affecting Pederal subsidies or 
other Federal outlays. These include exclusion 
from participation in Federal health programs and 
the imposition of civil money anQ cr1minal 
penalties. 

e. 	 The Secretary will comply with certain 
requirements to communicate violations anti-fraud 
and abuse lawa. 

f. 	 A new health care fraud statute will be developed
modelled after the mail and wire fraud statutes. 

B. 	 BuildiDg Priaar! ear. "PICit! in unde;a.rY.d Are•• 

1. 	 ~Ytp9se 
a. 	 Safeguards to assist vulnerable populations to 

access local health services and practitioners; 
b~ 	 runding in certain areas to assist providers and 

health plans to reconfigure services and establish 
networks to compete in the chang1ng market; 

.c. 	 punding to increase primary care capacity in 
underserved areas; and 

d. 	 More flexible Medicare rules for providers in 
underserved areas. 

2. 	 Redefining yndereetyed Areas in the Changed Market 
States to designate frontier, rural and urban areas as 
underserved taking into account: 

. 	 I 
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a. 	 Lack of access to health plans; and 
b. 	 Lack of access to quality providers and health 

care facilities in such areas. 
The designations must be approved by the Secretary of 
HHS. Onderserved areas do not need to meet KUA or HPSA 
definitions. The designation is for no lonqer than 
three years. Underserved areas receive priority for 
special fundinq included in this section. 

3. 	 Hetwork pevelopment Funds 
a. 	 itlanninq funds 

i. 	 Medicare and Medicaid waiver demonstraeions 
to form health care networks; and, 

ii. 	 Grants to private entities and states for use 
in planning and development of networks of 
providers and plans. 

b. 	 Technical assistance funds -- to comply with 
health plan certification guidelines,
administrative simplification data and transaction 
standards, quality assurance activ1~1es, consumer 
information programs, insurance reforms, and other 
reform requirements; and 

c. 	 Ca.pital (low interest loans) assistance for the 
reconfiquration of facilities, start-up capital,
establishing reserves, and setting up information 
systems for entities in networks. 

4. 	 Increasing the Numbers of services, prac;1~1oners( and 
PlaD§ 
4. 	 Loan repayments for primary care practitioners in 

geographic areas recognized by the Federal Office 
of Shortage ~esiqnation.

b. 	 Tax incentives: 
i. 	 A physician who provides primary health 

services in underserved areas would be 
eligible for a nonrefundable credit against
Federal income taxes of up to 60 months. 

ii. 	 A physician who provides primary health 
services in underserved areas would be 
e11qib1e to take an additional $10,000 per 
year as section 17g deduction.for health care 
property placed in service during the tax 
year. . 

c. 	 Increase Federal support for primary and 
preventive health care services atmed at segments
of the population most likely to be uninsured and 
at high risk: 
i. comprehensive Maternal and Child Health 

coordination aimed at improving health; 
ii. 	 School-based Health Education -- Increase 

assistance for pre-school and elementary 
programs that provide comprehenuive health 

I 
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education to cnilareni and, 
iii. 	Special grants to frontier areas for 

preventive health services. 
d. Increase Public Health Act fundinq for: . 

i. 	 Grants to Community Health Centers, Migrant
Health Centers, FQRCs and look-alikes; 

ii. 	 Increase ;undinq for AHECs throuqh 2000; and 
iii. 	Fully fund the National Health Service Corps; 

e. 	 Funding for telemedic1ne and related 
telecommunications technology support for frontier 
and rural areas; and 

f. 	 Fundinq for medical transportation in frontier and 
rural areas. 

S. 	 Payment Flexibilitx 
a. Extending EACH/RPCH to all states and makinq 

technical corrections; 
b. 	 Creatinq the REACH program; 
c. 	 Extending Medicare Dependent Hospital

classification throuqh 1998; 
d~ Extend the MAP demonstration to all states; and, 
e. 	 Increase Medicare reimbursement ~o physician 

assistants and nurse practitioners in rural and 
urban areas. 

6. 	 Studies, Regponsibilities 
a. 	 proPac will make recommendations within six months 

on the need for any.transitional provisions to 
assure access for vulnerable populations;

b. 	 The Secretary will study the need for and design
of a ·supplemental rural benefits package" within 
six months of enactment; and 

c. 	 An Office of the Assistant secretary for aural 
Health will be established (elevates an existing
position) to advise the Secretary on all rural 
provisions in reform. 

7. 	 Anti-Truet Clarifications 
4. 	 Mechanisms for clarification of anti-trust 

treatment for providers:
i. 	 Cer~lficates of aeview- providers may apply 

to the Attorney General for certificates of 
review to be granted case-Dy-case.

ii. 	 Notification- providers may file a 
notification of their joint venture 
activitiea with the Attorney General. 
Certain rule of reason enalysis and damage
rules shall apply in anysubse~ent suits. 

iii. 	Guidelines- the Department' of Justice shall 
issue guidelines clarifying legitimate
collaborative activities of health care 
provid~rs responding to community needs. 
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iv. 	 Safe Harbors- The Department of Just1ce ahall 
develop -safe harbors· in certain health care 
delivery areas by solieitinq input through 
notice and comment procedures. The safe 
harbors shall help to reduce both the costs 
and admin1strative burdens of antitrust 
regulatio.n reviews. Certain rules of 
enforcement and defense shall apply for 
organizations and ventures falling within the 
safe harbors. Certain areas must have safe 
harbor clarifications by the Justice Dept. 

C. 	 Healtb Prof.eeLopal. 

1 . 	 Eqy,cgtj.on 
a. 	 OVersight:

i. 	 Establish Independent, Advisory Commission on 
Workforce 
(1) 	 Federal oversight will be limited to an 

independent, non-governmental advisory
council to the Congress, modeled on 
ProPAC and·PPRC. COGME will be 
discontinued, with its funds used to 
partially finance the new co~ssion. 

(2) 	 The composition of the board will 
include experts in medical education, 
teaching hospitals, health plans, and 
other relevant parties. 

(3) 	 Sets in law the. role of the Commission 
and a timetable for reports on specific
questions of workforce policy and 
payment, including but noe limieed to: 
(a) 	 Profile the composition of the 

physician and non-physician
workforce and address how the 
composition (numbers and mix) fits 
market needG; 

(b) 	 Amounts and process for fundinq;
(c) 	 Future payment policy for Medicare 

for graduate medical education; 
(d) 	 Incentives for primary care and 

undaraerved areas; 
(e) 	 Foreign medical qradua~es' policy;
(f) 	 Future direction and coordination 

of grants, demon8tra~ions, and 
other fundinq affectinq the 
workforce. 

b. 	 Increasing Primary Care Practitioners end 
Ambulatory Traininq.
i. 	 Consortia demonstrations to increase primary

eare'	 l The Secretary will conduct 10 Medicare 
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demonstrations for the purposes of increasing 
the numbers of primary care practitioners
trained (graduate education). The 
demonstrations may be multi-state. All 
Medicare.DHE funds historically used in the 
qeoqraph~c area may be distributed to 
consortia. Criteria for consortia will be 
established by the Secretary. Additional' 
incentives dollars may be paid to consortia 
from any savings from IKE reductions. 

ii. 	 Non-hoepital-owned ambulatory sites will be 
eligible to receive OHE payments. 

c. 	 Biomedical and Behavioral Research. 
A voluntary check-off on individual income tax 
returns will be established to contribute dollars 
to a national research fund. 

2 • 	 Malpractice 
a. 	 Cap on Non-Economic Damages at $250,000 1 with 

entity established to study a schedule of caps for 
congressional consideration. 

b. 	 Several L~ability for non-economic and punitive
damages. . 

c. 	 Periodic Payments for damages of over S100,OOO, 
with judge given discretion to waive in in~ere8ta 
of justice. 

d. 	 Collateral Source Rule - collateral sources are 
deducted from award to plaintiff. 

e. 	 Limits on Attorney Fees - Limited to 33 1/3% 
percent of the first $150,000 and 25' of amount 
over $150,000, after taxes. 

f. 	 Statute of Limitations - two years from date of 
discovery and no later than 5 years after ", 
occurrence. Claim may be initiated for minors 
under age six if two years from date of discovery
and no later "than six years after occurrence or 
before minor turns 11, whichever is later. 

g. 	 Clear and Ccnvincinq Standard for first Been 
obstetric cases. 

h. 	 Punitive Damages Reform. Includes Clear and 
Convincing Standard of proof; elements of proof;
pleading and process requirements; cap on punitive
damaqea (lesser of 2x compensatory damages or 
$500,000); dedication of 50\ of award to health 
care 	quality assurance program. 

i. 	 Right of Subrogation or Automatic subrogation
under Collateral Source Rule. 

j. 	 Prohibition on Vicarious Liability.
k. 	 All prOVisions cover all defendants in any Health 

Care Liability Action. " 
1. 	 Consumer Protections - Require Risk Management by

health care professionals, providers and ~n6urersi 
I 
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·permits licensure boards to enter agreements with 
professional societies to license and review 
health care professionals; liability protection 

. for 	81:a1:e licensure boards. 

D. 	 Lona-term Care 

1. 	 Tax clarification 
a. 	 All long-term care services are treated as medical 

expenses 'under the tax law, meaning that - 
i. 	 Long-term eare expenses and insurance 

premiums above 7.5' of AGI would be 
de.ductible from income; and, 

ii. 	 Payments under long-term care insurance 
policies WQuld not be taxable when received. 

b. 	 Insurance companies can deduct their reserves set 
aside to pay benefits under long-term care 
insurance policies. 

c. 	 Permit long-term care riders on life insurance 
policies and treat like long-term care, not like 
life 	insurance. 

d. 	 Do not permit tax-free exchange of life insurance 
contract to long-term care. . 

e. 	 Exclude certain accelerated death benefits from 
taxable income. 

2. 	 Minimum Standards for Lgng-TerroCare Insurance 
In order to receive favorable tax treatment, long-term 
care insurance policies would have to meet certain 
consumer protection standards. These standards include 
provisions based on the NAIC Hodel Act and Regulation
(as of January,. 1993) and supported by the insurance 
industry. 	 . . 

3. 	 A nonrefundable tax eredit of up to 50 percent of an 
employed individual's personal Assistance expenses of 
up to $15,000 per year will be provided. 

4. 	 Ho~ificAtion8 to Medicaid long-term care (see below). 

s. 	 Acute/LTC integration demonstration projec~. 

:t I I. 	IMPROYIP 'IDIJW, HZAI,'f'K PR09BAMS 

A. 	 Med1S!aid 

Acute Care ~ .. .L 
a. 	 Beginning~ all AFDe and non-cash Medicaid 

recipients will be in1:eqrated into the low-income 
suhaidyproqram. These individuals will no longer 
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b. 

c. 

d. 

e. 

I be entitled to acute ~are benefits under Medicaid 
but woul~ receive private health insurance through
ehe low-1ncome subsidy program. Supplemeneal 
benefits will be provided under a capped
entitlement to the states. Nothinq in this 
section aho~ld be conetrued ae affecting an 
individual/s ~liqibility for long-term care 
services under Medicaid. 
Individuals eliqible for AFDC and non-cash 
Medicaid recipients whose income exceeds the 
income thresholds of the low-income subsidy
proqram would be grandfathered, i.e., deemed to 
have income below 100' percent of the Federal 
poverty level, end therefore eligible for a full 
premium subsidy.
Like all other individuals eligible for the low
income aubsidy proqram, AFDC and non-cash Medicaid 
recipients would receive premium subsidies, up to 
a maximum amount, for the purchase of a certified 
health plan covering the FedMed benefit package.
Medicaid acute care (non-long-term care) services 
not covered by the FedHed benefit package would be 
provided AS supplemental benefits under a capped
'entitlement program to the states, based on 
historical Medicaid spending for these services, 
plus a growth factor. 
i. 	 States could provide these supplemental

benefits to any individual qualifying for the 
low-income subsidy program. 

ii. 	 States may give priority for the supplemental 
benefits to children, pregnant women, and 
individuals in medically unders~rved areas. 

iii. 	At the end of" each Federal fiscal year, 
states may apply for any Federal funds for 
supplemental benefits not allocated to other 
states. . 

SSI and SSI-related (e.q., state SSP) recipients
would generally remain eligible for service. under 
the traditional Medicaid program. However, states 
would be given additional flexibility to enroll 
SSI and SSI-related recipien~s in Medicaid managed 
care progr~s, or in certified health plans
covering the FedMed benefit package at a 
negotiated premium rate. The number of 
individuals electing to enroll in a certified 
health plan will be limited to 15' of the eligible
55I and 5SI-related Medicaid population in the 
state in each of the first 3 years (beginning.
1/1/97), increasing by 10 percentage pointe (e.g., 
25, lS, 45, etc.) in each year thereafter. 
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1:. 	 S~ate main~enance of effort. 
i. 	 States will make -maintenance of effort 

{MOE} payments to the Federal government in 
an amount equal to each state's spend~g on 
acute care services covered by the FedMed 
benefit packaqe for AFOC and non-cash 
recipients under Medicaid in the year prior 
to integrat.ion. 

ii. 	 Each stat.e/s MOE paymen~ will be .increased 
annually from the previous year by the. 
weiqhted average increase in ~he maximum 
premium subsidy amounts in the state under 
the low-income subsidy program, plus the 
change in the Btate/g population. 

iii. 	Federal spending for the supplemental
benefits will be based on Federal spending 
~or AFOC and non-cash recipients for non
long-term care, non-FedMed-related Medicaid 
acute care services in the year prior to 
which the state's AFDe and non-cash 
recipients become eligible for the low-income 
subsidy program. Federal expenditures will 
increase annually from the previous year by
the weighted average increase in the maxtmum 
subsidy amounts in the state under the low
income subsidy program l plus the change in 
population.

iv. 	 At least 3 months prior to the date AFDC and 
non-cash recipients are integrated into ..the 
low-income aubsidy proqram, the state must 
have an inteqration plan approved by the 
Secretary of HHS. The final plan will 
spec1.fy the st.ate' s MOE obligation. 

q. 	 Transition. 
i. 	 The bill establishes a Medicaid risk contract 

.' program. which would allow states (at:. their 
option) to enter into risk contracts with 
organizations that meet Federal standards for 
access, enrollment, and quality assurance. 

ii. 	 Upon enactment, states would be permitted to: 
(1) 	 Enroll any groupe of Medicaid recipients 

in Medicaid risk contract programs or 
private health plans (states would be 
required to offer recipients a choice at 
at least 2 plans); or, 

(2) 	 Apply for 1115 demonstration waivers. 
iii. 	States with existing ll15 demonstration 

waivers WOUld. be allowed to continue until 
~he state or the Secretary terminates the 
waiver, or until 1/1/00, whichever is 
earlier. 
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iv. 	 At any point after enactment, states may
apply for a waiver from the Secretary of HHS 
to integrate its AFDe and non-cash recip~ents
inta the low-income subsidy program when the 
low-income subsidy program beqins (1/1/91).
All states must integrate their AFDe and non
cash recipients into the low-income sub8~dy 
program by 1/1/00. 

v. 	 Beginning 1/1/97, Federal and state 
expenditures for reciMed-related acute care 
services would be capped ,on a per capita 
basis at the Federal and state matching rates 
multiplied by the weiqhted average maximum 
premium subsidy amount in the state. Federal 
expenditures for non-lang-term care, non
FedMed-related acute care services would 
become a capped entitlement to states, based 
on Federal expenditures for such services in 
the state in the base year, increased 
annually by the increase in the weighted 
averaqe maximum. premium subsidy amount in the 
state. 

vi. 	 For states that'integrate AFDC and non-cash 
recipients into the low-income subsidy 
program before 1/1/00, states will make· 
"maintenance of effort- (MOE) payments to the 
Federal qovernment in an amount based on each 
state's spending for acute services covered 
under the redMed benefit package for AFDe and 
non-cash recipients in the year prior to . 
which the state's ArDC and non-cash 
recipients become eligible for the low-income 
Gubsidy proqr~. 

vii. 	Each state's MOE payment for the FedMed
related services will be increased annually 
from the previous year by the weighted 
average increase in the maximum premium
subsidy amounts in the state under the 10w
income subsidy program, plUS the change in 
the state's population.

h. 	 Federal Medicaid DSH expenditures will be reduced 
by 2S percent. The Secretary shall make 
recommendations reqarding phasing out the DSH 
program or integrating the OSH expenditures into 
the per-capita amount ,as coverage increases. 

i. 	 Federal match rates would not be changed except to 
fix inequities for Alaska. 

2. 	 Long-Term Care 
a. 	 Eliminates the need for waivers 'to provide home

and community-based long-term care services under 
Medicaid (i.e., make them a state plan option). 
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b. 	 , Codifies that the ·cold bed rule- does not apply 
(i.e., states can provide services to more 
individuals than there are nursing home beds in 
the state). 

c. 	 Allows On-LokjPACE to expand sites and to be 
afforded provider status under Medicare/Medicaid.

d. 	 Allows states to pursue public-private partnership 
programs that link Medicaid eligibility to the' 
purchase ot a qualitied private long-term care 
insurance policy. Policies would have to meet 
Federal standards described in the tax code (see
also 	-Long-Term Care"). 

B. 	 M~dicare 

l. 	 Medicare remains a separate program. 

2. 	 The Secretary of Health ,and Human Services will make 
recommendations to Congress, within one year of 
enactment, on the following: 
a. 	 Allowing Medicare beneficiaries the option of: 

i. Enrolling in private health plansi and, 
1~. Establishing Medical Savings Accounts. 

b. 	 Allowing Medicare-eligible military retirees to 
enroll in health plane sponsored by the Department
of Defense or other appropriate federal health 
programs. 

3. 	 Improve risk contracts 
a. 	 The Secretary shall provide Medicare beneficiaries 

information on Medicare options available in a ' 
beneticlary's area.

b. 	 Improvements in Medicare risk contract payment
methodoloqy:
i. 	 The Secretary shall establish Medicare ra~inq 

areas to replace the current county based . 
system. Metropolitan Statistical Areas may 
not be divided into different rating areas. 

ii. 	 In determining the amount of payment for 
Medicare risk c9ntracte, the Secretary shall 
use a direct calculation methodology applied 
to each rating area, adjusted to reflect the 
use of military, veterans, and other federal 
health program services. 

c. 	 HMOs will have the option of requiring Medicare 
beneficiaries that enroll in risk contract plans 
to disenroll only during an annual enrollment 
period. HMOs choosing this option muot inform 
Medicare beneficiaries of the disenrollment 
limitation prior to enrollment. 
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d. 	 The Secretary of HHS may waive 50/50 rule (at 
least 50 percent of enrollment be non-Medicare) 
for Medicare risk contractors that meet certain 
quality standards. 

4. 	 Me4icare Select will be a permanent Heaiqap option in 
all states. .. 

5. 	 The Social Health Maintenance Organization
demonstration project is extended for two years. 

C. 	 Ve~eraD. Aff,ir. 

1. 	 Grants VA sufficient flexibility to enable the VA to 
respond rapidly and effectively to Federal and state 
market reforms. 

2. 	 Granta the Department of Veterans Affairs the necessary 
l~gal authority and resources to respond effectively. .. 

IV. 	 PI,ARC:.; 

A. 	 Spendipg Sayipg. 

1 . 	 Medicare Sayings 
a. 	 Reduce Hospital Market basket Index Update. ~his 

proposal reduces the Hospital Market Basket Index 
Upd4te by 1\, Currently Medicare changes the 
impatient per-discharge standardized amount be a 
certain amount every year to reflect input costs 
changes in. Congressional direction. OBRA 1993 
reduced the Index in Fiscal Years 1994 through 
1997. This proposal would reduce the updates by 
l' for Fiscal Years 1997 through 2000. .~ 

b, 	 Adjust %Dpatient capl~.l Par-en~.. This proposal
combines three inpatient pay.ment adjustments to 
reflect more accurate base year data and cost 
projections. The first would reduce inpatient
capItal payments to hospitals excluded from 
Medicare's prospective payment system by 15\_ The 
seeond would reduce PPS Federal capital payments
by 1.31' and hospital-specific amount by 10.4l\ to 
reflect new data on the FY 89 capital cost per
discharge and the increase in Medicare inpatient
capital with a 22.1\ reduction to the updates of 
the capital rates. 

c. 	 Revis. Dlsproportlon.~e 8bar. Hoapital Adjuataeat.
This proposal phases down, but does not eliminate, 
the current disproportionate share hospital
adjuatmentjover five years. 

26 




d. 

e. 

f. 

q. 

h. 

i. 

j . 

In41rect Modical Eduea~ion (IKE). This proposal 
lowers the 1M! adjustment for teaching hospitals 
fr~m 7.7 percent to 6.7 percent. (The lME 
adJustment recognizes teaching hospitals' higher 
costs for offering a wider range of services and 
teehnoloqies, caring for more severely ill 
patients, and providing more diagnostic and 
therapeutic services to certain types of patients 
than other hospitals.) 
Partially Extend OSRA 9] Provision to Catch-up 
after the S5F Free,. Expires Included in OBRA 93. 
Sets SNF cost limits at 106' of ~he mean. OBRA 93 
established a two~year freeze on update to the 
cost limits fot skllled·nursing facilities. A 
catch-up is allowed 'after'the freeze·expires on 
October I, 1995. This bill allows a partial catch 
up for nuraing homes while still realizing 
savings. 
Partially Extend OSIA 93 Proyi.loD to Catch-up
After the Hom. H••l~h Fr••~. Bxpire.. Sets cost 
limits for home health at 106\ of the mean. OBRA 
93 eliminated the inflation adjustment to the home 
health limits for two years. This bill allows a 
partial catch-up for home health after the freeze 
expires on ~uly 1, 1996. 
Moratorium on X.w Long-ter. Care Hospitala. This 
proposal eliminates new designations of PPS-exempt
long-term care hOBp1~als. 
Change the Medicare Volume Perforaance standard to 
Real Growth GOP. This changes the formula that is 
used to calculate the target rate of qro~h for 
Medicare physician services. This change directly 
connects the growth in physician services to the 
growth of the nation's economy.
Eatabli.h Cuaulati•• Growth ~arg.ta for Physician
Services. This Changes the formula used to 
calculate the target rate of growth for Medicare 
physician services. _ Under this provision, the 
Medical Volume Performance Standard for each 
category of physician services would be built on a 
designated base-year and updated annually for 
changes in beneficiary enrollment and inflation, 
but not for actual outlay growth above and below 
the tarqet, 
Reduc. the update iu the x.41care re. Schedule 
Conversion 'actor by 3' in 1995, except Priaary
Care Services. The conversion factor is a dollar 
amount that converts the physician fee schedule's 
relative value units into a payment amount for 
each physician service. This provision reduces 
the 1995 annual update by 3%, 
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To: Tennesseans Following Health Care Reform 
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Date: Friday, August 13, 1993 

WASHINGTON TURNS TO HEALTH CARE REFORM 

Now that his budget plan has been enacted, the President and 
Congress will turn their attention to health care reform. 
September 21 is the current target date for release of the 

. Administration's plan probably before a joint session of 
Congress -- but the general framework may be laid out as early as 
next Monday in President Clinton's address to the National 
Governors' Association. 

Conservative and moderate Democrats continue to have grave 
reservations about what we have heard of the proposal. I have been 
leading meetings of like-minded 'Members of Congress with 
representatives of the White House to communicate these concerns. 
As many of you know, until now I have withheld reintroducing my 
managed competition bill, preferring to work with the White House 
to develop a plan which could receive bipartisan support. 

SINGLI-PAYOR ADVOCATES GAIB STBAX 

However, Congressional advocates of a Canadian-style, 
government-run system have not been so cooperative. They have 

.	attacked the Administration's plan at every opportunity, introduced 
their own bill and garnered 86 cosponsors, despite the 
Congressional Budget Office's estimate that their proposal would 
require raising about $600 billion a year in new taxes. 

As a result, the WhL.:eHouse no'; appears to be more worried 
about losing the support of the single-payor advocates than they 
are abgut losing moderate Democrats. This is short-sighted. One 
thing that the battle over the deficit-reduction plan taught us is 
that health care reform must be bipartisan in order to pass. Pure, 
market-based managed competition, as I have proposed, is the only 
plan with true bipartisan support in Congress. 
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EMPLOYER MANDATB RECEIVES KORB SCRUTIWY 

In another important signal, last week forty-one Republican 
senators sent a letter to the Pre~ident opposing a mandate on 
employers to purchase health coverage for their employees. This 
means that even without 'any Democrats (of which there are many who 
would agree), Republicans could sustain a filibuster in the Senate 
over any bill containing such a provision. 

T~e Healthcare Leader~hip council recently commissioned the 
respected consulting firm "Lewin-VHI to study the impacts of an 
,employer sandate under the best available version of the Clinton 
plan. Their state-by-state analysis concludes that the Clinton 
mandate would increase aggregate health care' Qosts for Tennessee 
employers by 88%. Employers nationwide would pay o~ average 53% 
more. 

1flIITB BOOSB PLAN LIKELY TOALIEHATB MODERATBS 

Unfortunately, it now seems virtually certain that the 
President's plan will include not only an employer mandate, but 
also a global budget on private sector health care spending 
enforced by price controls on health plans. In addition, the White, 
House Task Force has transformed managed competition's purchasing 
cooperatives into government Health Alliances with the power to 
regulate and exclude health plans. The proposal is also likely to 
lack key elements of managed competition, such as an effective 
limit on tax deductibility to encourage cost containment. 

In order for moderates to show the breadth of support for 
real, market-based reform in Congress, we need to have a rallying 
point. Therefore, I will have my bill ready to reintroduce when 
Congress returns to Washington next month. My colleagues and I in 
the Conservative Democratic Forum have been working closely with 
the Congressional Mainstream Forum and the DemQcratic Leadership 
Council to build support for this approach. 

I was recently asked by the Congressional, newspaper Roll Call 
to describe the important ways in which the original managed 
competition differs from the hybrids. I have no pride of 
authorship in my proposal; it's not perfect. But I do feel that 
in order for health care reform to work, it must be internally 
consistent. Unfortunately, many of the adaptations of managed 
competition, in my view, make it unworkable. I have attached the 
article for your information. 

P.S. For those of you who have been forwarding these letters 
to the White House, you no longer need to waste your stamp. The 
White House is now on the mailing list. 
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Press Conferenoe statement 

by 


Rep. Jim Cooper (D-TN) 

Ootober 6, 1993 


[ Before beginning, I would like to thank the 
extraordinarily talented staff for their able assistance, 
particularly Anand Raman, Atul Gawande, Caroline 
Chambers, Dave Kendall, and Colleen Kepner. None of us 
would be here without their remarkable work. ] 

My name is Jim Cooper. I am a Democratic congressman from 
Tennessee. Today we formally introduce the Managed Competition Act 
of 1993. It is the only comprehensive, bipartisan health reform 
plan in the 103rd Congress. 

Standing with me are some of the 46 original cosponsors of the 
bill, 27 Democrats and· 19 Repuplicans. A companion bill is 
expected to be introduced in the Senate in the next few days under 
the sponsorship of Senators Breaux and Durenberger. 

All of us want health care reform to pass in this Congress and 
to be signed into law by the President. We applaud President and 
Mrs. Clinton's leadership in this vital domestic policy issue. We 
particularly applaud the First Lady's courage, vision, and 
outreach. No one could have worked harder, more compassionately, 
or more intelligently than she has to try to.solve our health care 
problems. As the former Surgeon General, Dr. C. Everett Koop, has 
said, the Clintons have already shown more leadership in health 
care than all of their living predecessors combined. 

These are tough issues; that's why most Presidents avoid them. 
But we share the White House's view, and the American people's 
view~ that much of our health' care system is broken and must be 
fixed. •• now.. . 

When the President addressed the Joint Session of Congress two 
weeks ago, he said that there was room for honest disagreement on 
the best way to reform our health care system. While we support a 
great deal of what we know of the Administration's plan, we do have 
some serious concerns that must be addressed. 

Areas of Agreement 

We agree with the Administration that all Americans should be 
able to get health insurance and keep it no matter how sick they 
have been, where they work, or if they switch jobs. No American 
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will live in fear of a pre-existing condition or bad experience 
rating again. The price of coverage must also be affordable. We 
should help all of the poor and near-poor buy coverage, and enable 
everyone to obtain it at the lowest possible group rates, as if 
they worked for a. Fortune 500 company. We also think the self
employed should be able to deduct 100\ of the cost of health 
C'overage. 

We agree with the Administration that more Americans should be 
able to choose their favorite doctor instead of having to. put up 
with their boss I . choice. Nine million federal employees have 
expanded their choices and held down costs for thirty years using 
an annual menu shopping system that even the Heritage Foundation 
says is one of the best government programs in history. It's high 
time we shared that with all Americans, simplifying the menu by 
adding a standard benefits package. The price and quality of 
health care should be disclosed 'in advance so that all Americans 
can finally shop for health care the way they shop for everything
else. . 

We agree with the Administration that preventive care, primary 
care, rural and inner-city care must be emphasized. Outcomes 
reporting, practice guidelines, gatekeepers and case managers 
should be utilized to help us get more value for our health care 
dollars. Like the Administration, we want the people to choose 
their favorite delivery system for health care, whether it is an 
HMO, PPO, IPA, POS, or regular fee-for-service medicine. uniform 

. claims forms and electronic processing will help us cut through the 
health care red tape. Malpractice reform is also necessary to help 
reduce the cost of defensive ·medicine.. ' 

We agree with the Administration that today's health care 
system has one of the worst incentive structures possible. It 
makes more money off of us the sicker we are and the more tests 
that ,are run. The system should have an incentive to keep us 
healthy and to do the right number 'of tests. 

Hot Ma.naged competitlOD 

Despite all of this bipartisan support for so much of the 
President's plan, we still think it falls short of real managed 
competition. Likewise, the various Republican plans fall short. 
Why does this matter? Because we feel that managed competition 
will work better back home and may be the only way to break the 
partisan gridlock in Washington. 

We think that fledgling versions of manage~ competition are 
already working in California, Minnesota, Florida, and Washington 
state. One hundred fifty American cities already 'have employer 
purchasing coalitions. The Federal Employee Health Benefits System 
is a nationwide managed competition model. 
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The Administration started with m~naged competition and went 
to the left. The Republicans took managed competition and went to 
the right. Our bill is squarely in the middle, and is the only one 
with significant bipartisan support. It is the first health reform 
approach since Harry Truman to get major Democratic and Republican 
support. The New York Times, Fortune, and U,S. News i World Report 
have already predicted that the final legislative compromise will 
be very close to our bill. 

We have no pride of authorship. Although several of us had 
introduced the first managed competition bill in history, H.R. 
5936, in the last Congress, and although both President Bush and 
then-Governor Clinton endorsed managed competition in the last 
election, we chose not to introduce our bill in this Congress. 
Others introduced their health reform bills, but we did not. We 
hoped that the Administration would adopt enough of our ideas so 
that we would not have to introduce. 

The father of managed competition, the Jackson Hole Group, and 
the leading exponents of it, .the Conservative Democratic Forum 
(CDF) and the Democratic Leadership Council (DLC) , have all 
concluded that the public should be .able to see a real managed 
competition bill so that they can decide which plan is the best 
medicine. This issue will be, and should be, decided around the 
kitchen tables of America. 

As my colleague Fred Grandy will mention,· we object to 
. 	 employer mandates, global budgets, price controls, restrictive! 

regulatory purChasing cooperatives, excessive state flexibility and 
the continuation of unlimited corporate tax deductibility for 
health benefits. We want to hold down health care costs and to 
expand access usinq market forces, not biq qovernment. 

We have grave concerns about a plan that allows any state to 
adopt a single-payer health system, but allows no state the chance 
to have real managed competition reform. 

continue the pialogu. 

'Our reluctant introduction of this bill is not an end to our 
dialogue with the White House and others on health reform. We 
fully realize our bill .is not perfect, and are anxious to improve 
it. There are already parts of it that I and others would like to 
change. But it is a true bipartisan plan, and that is the best way 
to begin a debate on reshaping one-seventh of the u.s. economy. We 
need the collective wisdom of both political parties to help us 
find the right solutions. 

Our purpose is entirely constructive. We emphasize what we 
are for. We have a bill that people can see and criticize before 
President Clinton or senator Chafee have even introduced theirs. 
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As the former Speaker of the House, Sam Rayburri, once said, "Any 
mule, or elephant for that matter, can kick a.barn down. It takes 
a carpenter to build one." I can guarantee you that everyone of 
our original cosponsors is in the carpentry business. 

1## 
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THERE ARE SEVERAL SUBSTANTIVE AND POLITICAL PROBLEMS WITH THE 

COOPER/BREAUX 91 % APPROACH: 

• LEAVES MILLIONS OF AMERICANS UNINSURED 25 MILLION 

AMERICANS WOULD BE UNINSURED. AS MANY AS 40 MILLION 

AMERICANS WOULD BE WITHOUT HEALTH INSURANCE FOR SOME 

PERIOD OF TIME EACH YEAR. ALMOST ALL OF THE NEWLY 

INSURED WOULD BE UNDER THE POVERTY LEVEL. BECAUSE THE 

SUBSIDIES BECOME LESS GENEROUS THE MORE AN INDIVIDUAL 

EARNS, VERY FEW MIDDLE-INCOME AMERICAN FAMILIES 

BECOME NEWLY INSURED UNDER THIS PROPOSAL. IN FACT, 8· 

MILLION PEOPLE, PRIMARILY MIDDLE-INCOME AMERICANS, WHO 

NOW HAVE INSURANCE WOULD BE DROPPED. 

• INCREASES TIlE DEFICIT FROM 1996-2004, THE FEDERAL DEFICIT 

INCREASES BY OVER $300 BILLION TO FUND SUBSIDIES AND TAX 

INCENTIVES TO MAKE PURCHASING INSURANCE MORE 

AFFORDABLE. THE DEFICIT INCREASES DESPITE TAXING 

EMPLOYER BENEFITS ABOVE THE LOW -COST PLAN IN AN AREA. 

• PLACES IlEAVY BURDEN ON INDIVIDUALS MANY PEOPLE, EVEN 

WITH SUBSIDIES, WILL PAY OVER 10% OF THEIR GROSS INCOME 

FOR HEALTH INSURANCE. A WORKER EARNING $30,400 COULD 

HAVE TO SPEND OVER $6000 TO BUY A FAMILY POLICY AND 

WOULD NOT BE ELIGIBLE FOR GOVERNMENT SUBSIDIES. 

• MAY ENCOURAGE EMPLOYERS TO DROP COVERAGE THE 

EXISTENCE OF LOW-INCOME SUBSIDIES MAY ENCOURAGE FIRMS 

THAT CURRENTLY PROVIDE HEALTH INSURANCE TO DROP 

COVERAGE FOR LOW-WAGE WORKERS. THE LEWIN ANALYSIS 

ASSUMES THAT FIRMS CURRENTLY PROVIDING HEALTH 

INSURANCE WILL CONTINUE TO DO SO, EVEN THOUGH FIRMS 



HAVE BEEN DROPPING HEALTH CARE COVERAGE IN TODA Y'S 

SYSTEM. FROM 1989 TO 1992, THE NUMBER OF AMERICANS WITH 

EMPLOYER COVERAGE DROPPED BY 3 MILLION. 

THIS IS NOT UNIVERSAL COVERAGE. 



IF A COMPROMISE REQUIRES A TRANSITION TO UNIVERSAL COVERAGE, HOW 
DO WE DESIGN A PROGRAM TO: 

• 	 ENHANCE PROTECTION AND MINIMIZE DISRUPTION DURING 
TRANSITION 

• 	 MAKE PROGRESS TOWARD UNIVERSAL COVERAGE AT 
AFFORDABLE COST 

• 	 ALLOW AFFORDABLE UNIVERSAL COVERAGE AT THE 
TRANSITION'S END 



ENHANCING PROTECTION AND MINIMIZING DISRUPTION 


GAINS IN TRANSITION: 


• 	 ENDS INSURANCE DISCRIMINATION BASED ON HEALTH STATUS, 
THEREBY ENHANCING PORTABILITY OF COVERAGE 

• 	 SUBSIDIES TO FAMILIES AND EMPLOYERS MAKE INSURANCE MORE 
AFFORDABLE 

• 	 PUTS IN PLACE THE BEGINNING OF A FRAMEWORK TO ACHIEVE 
UNIVERSAL COVERAGE 

RISKS OF DISRUPTION IN TRANSITION: 

• 	 IN A VOLUNTARY MARKET WITH FULL COMMUNITY RATING, 
INSURANCE PREMIUMS WILL RISE FOR THE YOUNG AND HEALTHY, 
LEADING EMPLOYERS TO DROP COVERAGE 

• 	 IN A VOLUNTARY MARKET, REQUIREMENT OF A SINGLE BENEFIT 
PACKAGE MAY LEAD EMPLOYERS WITH LESS COMPREHENSIVE 
PACKAGES TO DROP COVERAGE 

STRATEGIES TO MINIMIZING DISRUPTION: 

• 	 DESIGN TRANSITIONAL INSURANCE REFORMS TO RETAIN AGE 
RATING AND WAITING PERIOD FOR COVERAGE OF PREEXISTING 
CONDITIONS AMONG THE NEWLY INSURED 

• 	 ALLOW THE OFFERING OF A BENEFITS PACKAGE THAT IS LESS 
GENEROUS THAN THE STANDARD PACKAGE 



MAKING PROGRESS TOWARD UNIVERSAL COVERAGE 


PROBLEMS WITH PHASING IN UNIVERSAL COVERAGE: 


• 	 INITIAL SUBSIDIES GO OVERWHELMINGLY TO THE ALREADY 
INSURED, RAISING QUESTIONS ABOUT THE EFFICIENT USE OF 
GOVERNMENT FUNDS. 

• 	 WITHOUT COST CONTAINMENT, SUBSIDY AND PREMIUM COSTS 
BECOME UNAFFORDABLE, BOTH DURING AND AFfER TRANSITION. 
IF THIS OCCURS, "TRIGGERS" WILL NEVER BE PULLED. 

• 	 POLITICAL PRESSURE IN OPPOSITION TO PULLING THE TRIGGER 
WILL PERSIST 

STRATEGIES TO MINIMIZE PROBLEMS:· 

• 	 LIMIT OR TARGET SUBSIDIES DURING TRANSITION 

• 	 PHASE IN BENEFITS AS COVERAGE PHASES IN 

• 	 ACCOMPLISH PARTIAL COST CONTAINMENT, AT LEAST BY 
LIMITING FEDERAL GOVERNMENT'S EXPOSPRE 

• 	 ASSURE AVAILABILITY OF AFFORDABLE COVERAGE DURING 
TRANSITION, PERHAPS THROUGH FEHBP-LIKE MECHANISM 

• 	 GIVE CLEAR INDICATIONS OF COMMITMENT TO UNIVERSAL 
COVERAGE, FOR EXAMPLE, THROUGH EARLY MANDATES FOR 
VERY LARGE FIRMS OR FOR KIDS 

EACH OF THESE STRATEGIES REQUIRES FURTHER ANALYSIS TO DETERMINE 
THEIR VIABILITY. 



ACHIEVING AFFORDABLE UNIVERSAL COVERAGE 

AT TRANSmON'S END 


WITHOUT FULL COST CONTAINMENT, PUBLIC AND PRIVATE, COSTS OF 
UNIVERSAL COVERAGE WILL RISE OVER TIME, THREATENING FISCAL 
CAPACITY TO PULL THE TRIGGER. 

TO ASSURE AFFORDABILITY ONCE TRIGGER IS PULLED, CONSIDER: 

• 	 REDUCED BENEF[T PACKAGE WHEN TRIGGER [S PULLED 

• 	 REDUCED SUBSIDIES WHEN TRIGGER [S PULLED 

• 	 GUARANTEED AV AILAB[LITY OF COST CONSTRAINED COVERAGE 
THROUGHOUT TRANS[TION 
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.Why the Cooper plan won't wash. 


COOPER POOPER 
By Harris Wofford 

A
fler a season of new health care:: proposals, polit
ical posturing and broad-brush propaganda by 

. private interest groups, Congress ~ about to get 
down (0 work on crafting a comprehensive 

health care plan. The tinal result should b~ a private
.	sector system that has lower inflation than our present 
one, has less bureaucracy and offers grearer individual 
choice among doctOrs (lnd hp.alth plans. 

That h:lppy pn~rliction is based on something like 
.. Winston Churchill's wartime faith in the American peo

ple, In 1941. when Britain's survival bung by a thifl 
transatlantic lifeline. Churchill said he w·.a.s confidenl 
mat the Americans "in the end will do lhe:: right thing ... 
after they havt: tried every other allernative:" 

Doing Uu: l'ighl uli!lg in heaIrh care means achieving 
two basic goals: guaranteeing cover-1gt for every Amer
ic.11l and checking the escalation ofcosts. The challenge 
is for members of Congress to reach across ideological 
lines and work with the president to overcome {he resis
t..11lce ro reform that thwarted Harr\' Truman and 
Richard Nixon alike .. Political fanrasy?" No. PennsylV<!. 
nia's 1991 special elecrion showed thar heal1,h care is 

. too import.ant tQ ignon~. It's a problem not only ohhe 
poor and uninsured, but of the middle <lass, ,,·hkh is 

, • i' .' 
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conce'rned about the cost'and sccurity ofits covcl-age. 
So. now dlere are plenty of wfefonn" plans on the table, 

mostimportantIy tIle pre~idenl's Healdl Security Act, of 
which I am a co-sponsor_ THE NEW REruBLIc, in a recent 
~ditoria1 ("For the Cooper Plan," December 6, 1993) is 
right that no rpcasure will pass without the support of 
proponents of Representative Jim Cooper's plan (and 
backers of SenatorJohn Chafee's Republican proposal 
and RepresenL1.tive Jim McDermott's "single-payer" 
plan). And it's right to discard proposals li~e Senator 
Phil Gramm's as "hardJy worth taking seriol.l.'\ly" because 
they do so little to achieve universal coverage or limil ris
ing costs. But to ask Conb'Tcss (0 accept only the half· 
steps proposed byJim Cooper is to risk losing a historic 
opportunity. 

A
s thoughtful as he is, Cooper's bill does nOl do 
what n:~rll' to h~ .done. H~ promises -llnivers::ll 
access, but thai s not ~ymg mnch. A., my col
league Tom Daschle puts it, we all have "univer

sal access· to Rolls Royce dealerships. That doesn't put 
us behind the wheel. In face. according to the Congress
ional Budget Office, Cooper's plan would leave 22 mil
lion people without coverage. Yet arecent NISCI Wall Street 
j(Jumal poll shows that is percent ofAIncTit.-d.HS see guar'
ameed coverage as the sine qua non of health reform. 

Changing certain insurance indll.';try practices ....rill 
improve the availability of coverage: portability of cov
erage from job to job. a prohibition against denying 
coverage on tIle basis of pre-existing conditions. These 
are pa,rt of the Cooper plan-and (he president'!T-but 
th~y don't guarantee universal coverage. Health plans 
must also be required to "community-rate." That is, they 
must charge all enrollees in a certain area the same 
amOUnf_ Without this step, they "'ill still discriminate 
against people; not by excluding them but by charging 
them exorbitant premiums. . 

While Cooper's plan rdkcLS a healthy skepticism 
::lboU( government's ability to solve every problem, it 
showl' how a Jirrl~ reform c;)nhl" a rlangerom; ihing. He. 
cills his plan "Clinton-liLe." It has the distinction ofbeing 
both less filling and more expensive. For the Cooper 
plan is -lire-on rcaching comprehensive coverage, but 
it's heavy on family pocketbooks-as well as the national 
budgt:L Unlike the president's plan, the Cooper bill 
would iucn:a.se the deficit Ly !>OIlle $70 Lilliull uver fivc 
years, accunling to cBo/JoinL Tax COlIlmittee l;;SUrnal{:,S. 

1l1ar doesn't SOllnd very "New Democrat" to me. Nor 
docs the plan's reli.anc~ on r.he JR.): it wOllld crear.e a new 
layer of government papenvork for every employer by 
having the ag-cncy enforce the cap <)n r.a..x deductibility. 

The Cooper plan would do nod1ing to n.:vcrse the 
prcscrn trend ro\wlrd limiting people's choice Qf their 
0','11 doctors and, pn:~ssing .hem into low..(:ost HMOS. 

Indeed, by making employers pay taxcs on an}' health 
premiums higher [han those of the lm\'est-cost plans, it 
wotdd speed lip the proct:ss ofre:;tricting choice. 

Lil.:r~ the pl·e~idcnt. Coop!.'"!" prop<)~c::; n:utlClng the 
r:He of gn)'\'til ill M¢dicarr: ;.lnd 1\1ediGiid. 3tll h,: (1'.1':::; 

:;0 wirliollf C01Hl'olling spenoing Oil rlH~ pri\,'lrc-: sc-:nor 

side. As a result health care pro\~ders.will shift cosl.$, as 

they. do. today, by charging their, privately insurtd 


. patients more. Unlike the Health Security Act, Un.:' 


. Cooper bill includes no protection for early retiree!;, 

. who are increasingly seeing their coverage: cul uff by 
, fanner employers. It doesn't hCgln to face the cha]o 

lenge of long·tenn care. And it doesn't cover prescrip
tion drugs for the elderly, 

Crafring health care reform i5n't a multipk-chokc: 
questi?ll with one right answer; it's an essay in which 
many primary sources contribute to the final product. 
Cooper himself lists fifteen similalities between his pro
posal and ule president'S, as well as eight key differ
ences. He calls the plans ~first cousins~ and suggests a 
Ktamily reunion ~ in any final legislation. 

The most fundamenlal agreement is (hat competi. 
tion should be promoted by region::!l purchasing 
groups rhrough which individual:; and busincs1;(-:li \\'ould 
buy coverage. Cooper calls [hem "Healm Plan Purcha.~
ing Cooperatives~; the president calls them ~Health 
Alliances. ~ But this rose by either name is the agency for 
the "managed competition- Cooper has championed. 
Cooper should declare viewry (and Congress should 
adopt many of his provisions to assure that the groups 
arc cOllsumer-run cuoperatives, nol Hew govcrlllllclll 
agencies). The common ground also includes a $[;H1

dam claims form, dectronic billing and consumer 
"Report Cards" on the competing pl~ms. And t11ere is 
agreement that Medicaid should be replaced, so the 
poor can have the same choices as everyone else. 

S

O ....hat is holding us back?,Rhetone aside, the: 

fight is over this: Should employers continue (0 


. pay health care premiums and should me pre-

sent employer-employee contribution system be 


extended [0 all employers and their workc:r.\ who are' ' 

uninsured? Or should. the only "mandate~ be put on 

individuals and families, v.rith the help of some new gov

ernment subsidies? 


Supporre.r.:; of rhe Cooper and ,Chafee plans aren't 
willing (0 insist that all employers contrihute:. ThaI may 
appear like political practicality. But it runs into a harsh 
reality: any plan that does not provide for a shared 
emplo~'er-employec responsibility would put great 
financial pressure on companies to dump coveragc' and 
shift biltiollS ill cost onto working families. The fact is 
In<)srinsl1red Americans now receive coverage through 
emp!o:'C'rs. The Cooper piau (:ollld mCal! 1.ltaL a. ["!!lily 
earning 5:10,000 pel" year wuukl have to spend whal The 
NC'w Yorl. Tim.es labelcd a "mercikss r 55;000 per yt>.al· for 
basic (oY(:ragc. 

Restrdim may be a virtuc. Far morc virtuous. hOh'
ever, \(ould be ro fulfill Tmlltan's promisc of uIlin.:rsaJ, 
pfivate health insufancc. Jill! Cooper's pruposal faib 
tilat tes!. So 'having considered the alternau\·es. \,'e 
should in [he end, as Churchill SllggCStt30, "do th~ right 
thing.'" , 

l'b""IS \\UFF!,lIW is ~\ iJemoc.r;nic senator from Penn:;"l
";tnia. 

-----,~.--.-...-",--------------------~----------
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DOLE-PACKWOOD BnLSUMMARY 

SUMMARY 	 ,. 
. Key Provisions of the DoleIPackwood Bill. The DolelPackwood Bill includes three major 
.initiatives: 

• 	 Health insurance market reform; 

Subsidies to low-income individuals; and . 


• 	 Reductions in public program spending -- integration ofMedicaid recipients into private 
plans, and Medicare cuts. 

Based on preliminary analyses, this Bill could Cover 89 to 90 percent of the V.S; population 
.	[NOTE: these are figures that we would NOT want to quote], These reforms will be financed 
primarily by Medicare and Medicaid cuts, and state Medicaid maintenance of effort requirements. 
The Bill also includes a fail-safe mechanism to ensure that federal health care spending does not 
ex.ceed budgeted levels. 

Key Differmces Between the Dole/Pac,kwood and the Mitchell Bm. ~nder Dole1Packwood: 

• 	 No guarantee of iuuversal coverage, and no target specified for expanded coverage; 
• 	 No Medicare drug benefit; .. 
• 	 Virtually no long-:-term care benefit enhancements; 
• 	 No·incentives for employers to expand coverage to all workers; 
• 	 Subsidies phase out at 150 percent·ofpovertYt providing no assistance to many low


income individuals and families; 

• 	 No private cost contaimnent measures to address health care cost inflation or rate spikes. 

BASIC PROVISIONS 
1. 	 HEALTH INSURANCE MARKET REFORM 

Standard Benefits Package: All health plans would be required to make available a 
standard. benefits.package called FedMed. The FedMed package would include, at a 
minimum, Federal Employee Health Benefits Plan (FEHBP) benef1ts and benefits specified 
in the HMO Act of 1973. Health plans would detennine the medical appropriateness of 
specific treatments and teChnologies. The Secretary would establish low, high, and 
m~derate cost sharing arrangements for the FedMed plan, modeled after FEHBP cost 
sharing schedules·. 

FederalErriglQ)!ee Health Benefits PlanJFEHBP); Self-employed individuais and small 
employers (I to SO employees) would be permitted to purchase health plans offered 
through the FEHBP. 

.: 
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Modified Communitv Rating: There would be two market segments: individuals in small 
groups(l to 50), and large groups (including associations and MEWAs). Age rating 
would be required in the small group market. Allowed rate variation based on age ~ould 
be limited (4: 1 rate bands for the first three years after implementation; 3: 1 thereafter). 
Both small and large groups could self-insure. 

Pre-Existing Conditions Exclusions: Conditions diagnosed or treated during the three 
months prior to coverage could be excluded for six months. No other pre-existing 
condition e>:ctusions would be allowed. 

Guarante~d Issue and Renewal: Health plans would be required to accept and renew 
anyone seeking coverage. . '" 

Risk AdilLstment: States would risk-adjust (1) community..rated health plans, and (2) 
reinsurers of health plans for small employers who self insure. 

Me<iic.al,SAyingS Accounts (lyfSA's.); The Bill establishes incentives for individuals to 
establish Medical Savings Accounts ... employer contributions would be excluded from 
employee's income and could be deducted from the employer's income. 

Long-Tenn Care Insurance.Reform: The Bill would establish sp~cified provisions of the 
NAlC Model Act and Regulations as standards for long-term care insurance. Policies· 
which meet these standards would be eligible for favorable tax treatment. 

2. 	 SUBSIDIES. TO LOW-INCOME INDIVIDUALS 
Subsidies would be available to low income individuals and families (up to 150% of 
poverty) if they are not covered by an employer or public program. A worker who is 
offered employee-only coverage by his/her employer may choose either the employer 
coverage or subsidized family coverage. 

Subsidy amounts would be detennined based on the standard benefit package (the . 
Fedl~ed package). The maximum subsidy would equal the base used for calculating the 
maximum federal contribution for FEHBP. coverage. adjusted for age and geography. 

Individuals and families with income below 100% of poverty would be eligible to receive 
the full subsidy, and those with income between 100% and 150% of poverty would be 
eligible to receive partial subsidies on a sliding scale basis. Subsidy payment amounts 
would be reduced if the cost offederal health programs, including subsidies, exceeds a 
targeted amount (see Fail Safe Mechanism, below). 

3. 	 PUBLIC PROGRAM REDUCTIONS 

Medicare: Medicare would remain a separate program, but with no benefits 
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improvements. Within one year of enactment, the Secretary of the Department ofHealth 
and Human Services would make recommendations to Congress regarding (1) allowing 
Medicare beneficiaries to enroll in private health plans; (2) allowing Medicare beneficiaries 
to establish Medical Savings Accounts; (3) allowing certain military retirees to enroll in 
Federal health programs. ' 

The methods by which HMOsl and other risk contractors' payment rates are set would be 
significantly revised. HMOs would be pennitted to "lock-in" beneficiaries for up to one, ' 
year. "Medicare Select" would be established as a standard MediGap plan. ' 

Medicaid: 
Covered Poputations: States would be required to integrate all AFDC and non
cash recipients into the premium assistance program for certified health plans by 
January 1) 2000. 'AFDC families wouldbe eligible to receive full premium 

, subsidies. ' 

. States would have the 'option to integrate SSI recipients into certified health plans, 
on a phased:-in basisi' States would'be given greater flexibility to administer their 
Medicaid programs for SSI recipients who remain in Medicaid: 

State and Federal P~enta: 
Federal Payments: .Federal matching payment for Medicaid eligibles integrated 
into the premium assistance program would be limited to the Federal share at 
FMAP rates of the average premium for all cenified heal~h plan emollees (except 
SSI enrollees). 

State Payments: States would not be required to make payments:above the state 
share of the average premium for all certified health plan enrollees. 

States would be required to contribute state Maintenance ofEffort ~ayments. 
, . 

SJJl!plemental Benefits (Wrip-Afound Servicelij: States would maintain current" 
services for all eligibles under the StateSt plans. These expenditures would be 
based a:n FMAP but capped at.a fixed sum ($12 billion in FY 1997) and indexed to 
infiatiort. . 

pisproportionate Share Payments (pSH,): Effective January 1, 1997, the national 
limit on DSH payments would be lowered to 9 percent, and allotments far high 
DSH states ·would be reduced to 75 percent of the current state-based allotment. 
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FINANCING 
1. Medicare: 

Medicare savings would be achieved through a senes of cuts, including: 
reductions in the PPS hospital update; 
revisions to the DSH adjustment~ 
changing the method of updating payments to physicians; 
repealing the limit on maximum rate reductions for payments to physicians. 

Draft preliminary estimates ipdicate the Medicare provisions savings would save: 

$39.0 billion between FY 1995 to FY 2000~ 
$142 billion between FY 1995 and FY 2004. 

2. Medicaid: 
Federal Medicaid savings would be achieved due 00: 

discontinued coverage ofacute care services for the AFDe and non-cash groups 
integrated into the premium assistance program; . 
limits on Federal payments for supplemental benefits and DSH; 
state maintenance ofeffort requirement for the states' share of expenditures for 
acute care services for the AFDC and non..cash groups integrated into the premium 
assistance program. 

3. Fail-Safe Mechanism: 
. 

lfthe cost of Federal health programs, including subsidies, exceeds a target amount, then 
the subsidies are to be cut back by: (1) reducing the number of people receiving subsidies, 
and (2) by reducing the subsidy amounts. 

4 
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. 	 \ CU/'f'I.. C 1$ 0 . 

TRENDS IN HEALTH SPENDING BY THE 

PRlVATE SECTOR AND MEDICARE 


~7RODUCTION 

Recent evidence from a va.nety of sources-the Daiional health ~unts (NHA), 
surveys of private employers, and the experience of large IfOUPS of employees- . 
suggeslS that the growth in private health expenditures has slowed. consiclerably in 
recent years, continuing at least through 1995. That decline has given rise to 
questions about the likely mture growth ofprivate health spending. It has also raised 
concerns about the comparative performance of the Medicare prograr.n, in wiJiob 
spending continues to increase rapidly.· This memorandum explores those issues. 

cao's PROJECnONS OF NATIONAL HEALnt EXPENDlruRES 

The Congressional Budget Office's (CSO's) most recent projections of national 
health spending were distributed to the Congress in early 1995 auci subsequently 
published as an appendix to The Economic and Budget Outlook: A.n Updtite (August 
1995). Those projections assumed that total private spending for health hlsufance 
(including employment-based pians, individually purchased insurance, and medigap 
coverage) would grow by about Spercent in 1994,6 percent iA 1995, and 7 percent 
in 1996. The projected growth rate for private health insurance premi~ and 
benefits averaged about 7 percent a year over the .1995·2005 period. 

The latest indicators oftrends in private-sector premiums, however, suggest 
that CBO's projections of6 percent groWth in 1995 and 7 percent growth in 1996 
may have been too high. Information from surveys of employers, as well as the 

. 	experience of several major groups of public employees, suggests that premiums 
actually grew more slowly in 1995 than in 1994, not mOte rapidly as CBO's earlier 
projections assumed (see Table 1). Althoup they are Dot without their limitations, 
those indicators suggest a continuing decline in employers' health insurance costs 
(see Appendix A). 

eBO plans to update its projections oInational health expenditures later this . 
year and. in the light of the 1995 data, is likely to lower its private-sector estimates 
for 1995 and 1996. At present, however, it is too early to conclude that the longer
term growth rates should be lowered. CSO's projections ofprivate health expendi.. 
tures are based on the assumption that continumg competitiveness in. health insurance 
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markets 'will detennme future growth in private health insurance spending., In,the
/ :first half of the 19905, that growth was slowed through a combination ofaggressive 

private purchasers seeking better deals for their health Com dollars and the growth of 
managed care planS that could compete etfectively on price. CBO assumes 1ha.t the 
resulting price competition among health plans and providers will continue in, the 
future. Althougb premiums are likely to grow somewhat more rapidly than in the 
past two years, growth rateS are unlikely to return to the high levels of'the 19808, 
,when private health insurance spending increased at an average rate' ofalmost 13 
percent a year. 

COMPARlNG THE PRIVATE SECTOR AND MEDICARE , 

Unlike private health expenditures, Medicare spendins has continued to grow rapidly 
in the 19905: That difference represents a marked change from the 1980s, ~en 
private and Medicare expenditures grew at similar average annual rates (see Figure 
I, which shov.:s growth in total payments for benefits). According to the NHA, while 
the annual growth in pnvate health insurance expenditures fell from aboUt 14 percent 
in 1990 to less than 6 percent in 1994, Medicare spending continued to 'grow 'at 
doubJe-digit rates. " 

, , 

It is hardly surprismg that the growth in private-sector health spending 
appears to have slowed significantly but the growth in Medicate 'spending has ~t. 
In the 19805, Medicare and most private health plw genenal1y paid claima based on 
providers' cOsts or charges, creating no ineentivesto Coirtrol costS. Recent changes 
,	in private health insurance markets, however, have resulted inagsressive Competition 
among private plans and corresponding efforts to constrain premium increases as 
plans compet~ for shares of the health insurance market. By contrast, eottlpetitiop 
stil) plays only a minor role in the Medicare market, and approximately 90 percent' 
ofMedicare beneficiaries are still enrolled in the traditional f'ee-far-service propm. 
Moreover. Medicare payments on behalfof'beneficfaries enrolled in managed care 
plans are directly tied to fee-for-service paymcirts. Those differences in spending 
grov.1h and market structure inevitably raise questions aboUi whether Medicare could 
improv~ its performance by adopting private-sector innovations. ' 

Precise compansons of spending growth rates between Medicare and the 
private sector are difficult to make; however, and erfC)neous inferences are hard. to 
avoid. Comparisons of the growth in total expenditures, for example. are 
problematic bec8useofdiffering trends in the number and type atpeople /;Overed by 
private insurance and Medicare. While the Medicare population increased steadily 
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THE DOLlt' BILL WOULD INCREASKTHE DE'FICIT 
. BY OVER, $150 BILLION:" ' . . 

, , . 

Th~ Dole Bill cu;;Medicaidand Medicare~~without increasing ben~fitsfor'seniors--and', ' 
'. prevides subsidies lor the poor .and increased health insurance tax'deductioils for tbtl '. 

self-employea and other in1ividual~. ,.' . 
. . 	 , 

THE DOLKBILL WOULD INCREASE THE DEFICIT BY'OVER $15,O'BILLION 
.FROM 1,95 TO 2004; ..... 

"\ 
" \,' \ 

• 	 The Dole Bill cfyates.a,rtew eptitlementto' states-fqr ,~u~plementalbenefits, but dOles . 
"not raise enough ,money to pay: for it . ',',' .' ',' . '~". ',.' ,',' • 

',. " , •. TheD.ok~'Bili'als6provides increased health insurance tax dedtlctions fo~ the selr- ' 
enipioyed arid other inqividualS,' but 'dqes not raise enough money to pay for the~ , 
eIther."':'" 

, , . ,',f, 
'. I 

.. " '. ' . , ,. .. 
• Overall,theDole B.iIIwouJd increase the federal deficit by over $40 billion from 

,A 	
1995 to 1999, and by o,:~er $150billion from 1,95 toi004~ ( 


, . " 

• , • " - '", <'",' .'.. ': " " '. • • 

• 	 . Incontntst, CBO's iutalysis ofthe Mitchell Bifl conc1ugesthatit would cover 95%of 
\ 

Americans, while at the sametinieachlevirtg long-term deficit reduction that grows'· 
.' ..' . . 

\ '' over time.' 
,I (' 

i·· 
,'THE DOLE BILL HAS,INSUFFICIENT'FINANCING TO PAY FOR WHAT IT '. 

, .. 	 ,';,' . .. r ' , . , , . 

P~OMISES " 	 . " " 
, .' 	 . \ 

In addi~iori to increasing: th~ deficit, 'the Dole Bill mikes promises ,bf subsidiesto low.; . 
'irico'me people up t~ 150% o(the poveq:ylevel t~at it can'tpayfor~7aI1d c,<mseQvently 

". :.cart't keep~ 	 , ' '" ' '. . 
,- ,; 

• 	 In fact~the' Dole Bill only raises enough money, to supsidizeMedicaid reCipients plus' , 
otherswith.inco:me up to 75% to. 80% of the poverty level--that's abou~ $1 t,OOO a .. 
yearfor~{fitnily ~ff<?ur.· " .' "'. 'c. ',' . ". L',' .' . 

" • ";;~';"'~. ", 1 ~ , 	 '",' 

\, " 	 ,. 
. • ',So while tpe .MitchellBlllprovides help t~ ~ll ofth~ poor, to middle-income children, 

anq to workers who lose theirjobs, the Dole Bill does not even provide assistance'to , 
all those who are truly poor. '_ " / ' ' '\ " - ' ' 

, • ... 	 . I , . 

#4336; 8/22/94 
., . /,' 

. \ 

~.: ' 

. ..... 	 '. r' 

.. ',' 

i. 



\ ~/' 
" ,: " " 

;, I 

,HEAL'TH,,' 'CARE WAR ROOM ' 
\ ' 

). > 

" '/ ' 

,ROUTING SLIP 

DATE: ~/;~"",' I . \ 
,', ' 

CABINET" 

',,' .' 

, \; _'_ ,GROUPS 
\','. 

I ", ~ 

" 
OTHER 

r' " \ 

" , 

BINDER ONLY , 

., 

. ( ; , 

, ',' 

r ' 
>,',1 

~:.:.:'" 

, \." 

') 

, ' 

" ' 
\ 



j , 

~ .' 
\' 

: ' 

, , 

',., . 

READER'8GUIDE TO THE DOLEJJILL ( , , '\ 

,'TITL~I:'- AFFORDABLE,UEALTH INSURANCECOY.ERAGE'" "',, " ./ 

t." 


, . ':,' " ) ",' " '.. ,,:'" ",' ,,' '. ' " ' ,
" 

, ,Sec. 101 T~Deduf.:tionsf~r S,elf-llisured and Peop/eBuying T,heir Ow.nlnsurance" 
" .' • , ,,' I ' . "\,." .' ,:_. 

:,"1 
I' 

, I" Individuals not eli'gible .for employer-subsidized coverage, either direct.!)' or through their ,; :, ' 
'spous~;sor"dependents~ ~mployer,' wiii b~ able ,to deduct;frgm theA- taxes 'the ~ount th~y spend 
on premiums. ' , 

" "\ 'Thetax:deductio~is"phased in -- 2'5'% in 199.4/95; 50%'l'n 1996/97; 7S%iJ 19~8/99. ' , ! 
, ' , . . . ". " .,' :. '.' . -, ~. . 

,~ . . 
" ' 

, Sec,. 111!220 Tax D~dtictiOlisJ(j'r.MedicliisatingsAccounts: 
, .. . '. , , ".:: .' I ' 

~ ' 

" , Eligible iridivi'd~alsahd families can ~bntribute up to $2;000 ($4,000 for~~' family) tax'·freetb" 

'niedic,al s'aYings\accou~ts; if: ,1) they have a' high dedu~tible pla~:,2) the~r employer doesn't '" ' 

contribute to their ins~ran'ce' or to ~ meical \s,avings account 'establishe~ 'for them.' ' 


, . . ';, 'J . I.. '. . '\ .~ ,~,' 

. The:'tax deductl'o~is phased in -- 2'5% i~,1994/95:';50%ih 19?6/Q7;'75% in 1998/99. .' '. . . ' ,. , . ,"" 

1, ' .' , • " I /':. ..•• . . 

S~c~'l1i ~;"p/oyerCo;'ir'butions\toMedicaISa~ings'Accol:lnts~ ',' , ,'" ' ,I, 

C~mtributions employers ip'ake'to medical savings acco~nts are 'excluded as inc~~e for ' 
employees. , '(The employees must have high-deductible health pl~s) , The tax ,excludable I 

amounts are the same 'as above. 
! , 

" , "SUBTITLE B -- PREMIUM ASSISTANCE 
" 

. '. ....., ".' ; 
, 'I 

\ 

,TITLE II - HEALTH -INSURANCE AND DELIVERY SYSTEM REFORM 
" ' " ":' ",' , .' ; \ , " \,' ' .. ', . '. , I ' 

, TITLE XXI :. STATE PLAN FOR'CERTIFICATION OF,HEALTHINSURANCE AND 
DELIVERY SYSTEMS " .1 , •:', \ 

, .
,/ 

Sec.: 2'1 OJ 2'- C,onsUmersshall haveavaiiabl~~~mpaiative in/formatiori on the perfonn~nc~ of all ',,' . 
health plans in their are~, t()help make d~cisioris about ~hichplallis'best.tp~60] (CH:~needto ' 
comp~~ to Mitchell) " '" , '"," " ,'" (:" " 

\ : '\ 

Sec.2f013 - Each state will set up community rating areas (l or ~ore) t6cov~r the whole state, " 
non~,ofwhich l11ay cov~rah area \Vit,h fewer than' 2~0,OO:Q residents and none~ ~f ~hich rpa)': he , 

,I., /. 

.,r'l
.,'1 

••.' .... 1 ,,'
/ ',' t 

, I, ,'Sec. 2.1014 -,Each statewill!?,et up'a'riskadjustm'ent program: [p 62] (see Sec,. 211(4)' 
,.. , .,' 'I I " .. _",,, \ .. : , \' ( " '.. \ , ': ..' ~". ,,' i' : ~ ,j' . • ,_' " . ." . " " " 

, ,; 
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Thus: This maintains the ,status quo, in which'some states have chosen to form .' , ' 
pl,lrchasil1g,allia~ces;'but some,have'no( Small pusinesses,and indivfduals'mighi' 
have, the opportunity to p*chasing power and' g~t the best rate~: or they ,inigh( no( " , ' 

,\' "'They haY,e 'no guarantee 'that. a pUfchastng coopet~tive'wili ,be~vailable. ,Even, if 
.. " '~:one, is availa~le, only'small'bu~inesses 'with fewefthat15Q employees and •,< ' " 

'. , 'individual$ are aJldwed to JOIn. This leaves inid-~ized businesses with,more'than 
SOemp16yees:ii1'the w'orst pos'itiori':: t691arg~r tojo.inapur~hasi'ng 'cooperativ~ 

" I ',' ::l,nd:toOSinallt6self':insur~; ~ , , ' ," ," ,,' ' ' 
,,', ' 

, i ,; , " . . ..' ,,' , . . " " . . ~ " ' . ',' ," \~, .' ~" ~'" .. :, 

'In contrast, the 'Mitchell proposal requi1;es that voluntary purcha~ing cooperatives 
be formedan'd that employees ,of small: businesses be given the 6pportunity-~but, 

, ~,'not :r~quir~d~- to purchase cOrrllnunity ;.~ated insurancethorotigh,fhem. " 
, " . ',' \. 

, j , ."',, • '[ 

.' ~ "'Se~.i1211 $.maltBusiIJe.!isp,artlcipa(ion,in FEHBP' " 
, ". " , ' .' " .' ,', 'j \,.' 

• : S~nall business with fewer than'S'O employees ar~ allowed to purchase insur~~e tht~ugh th~' 
, \ ~ ,\ t \. • , ', ' 

FederaLEmployees BenefitProgram ~EHBP]. , , ,,' .. 
! t j , • , , ~ l' 

\,' , 
, ' 

• ~. '? 

But!' The Mltchell ptoposalwants to el}sureinillions'mbreAmericans that .they will 
, " 

,·have the"sanie health,carethat members ofCongr~ss get.·, Employee's ih firms,' 
small(!r than 50.0 are given the' option/of'p~chasing insurance through ,the " . " ',,', " 
,,FEHBP. Th,e' Senate ,bill'alsb,~ar~nt~~s that, iildivIdualspun;hasing insurance' on ' 
·their owri, who are faced with the:v~ry highest rate,s intoday'g l1larket, will ha;ve it 

.1' , widt~ rangeofafford:ablehea.l~h,plansthr~~gh the\F.EHBP~ ,'The Dole plan do~s: 
, ,.' , .\ 

, " 'npt-.. ,",,'" . " .. ". .J. 
, ' '\, j 

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

'ITIT,LE V~HEALTHCARE PRoviDERS 
'''''1''' 

',> 

,. ,:, SubtitleA- Education dnd Research " 
• I \ ...:. 

I' 
I 

, ' , 

, ,Section'501-.;Advisory Commissiono~·Workjorc~ 
." . \ 

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

• , Cre<:ltesa~ Advispry Comm'issionon Workforcemad,e'up,o{expett,si~)nedical ~d~catiori,' 
_. '.,. the operation of teaching hospitals; and the operatioI\of 4ealthplans.l'he'9ommission, ,; 

appoint~d by 01'A; would prov:ide, analysi~ alldrecoIiunen~tion~ to' Congress on .' ' 
physician training an!,i graduate 'medical education paym€mtpoiicy. ",,' " " " ' 

/',,' , . '.' , , . 

" ! '," 

" " . qJnlike the Mitchel~ bill, th~"Adviso~ Commissio~ establish~d in th~ Dple bill can make 
recomrriendatlons'only)." :. " ' ',' ' "::' . 

" , ' 

' . .' 

" '~ " ' " I. ,...,,' ,",' " :,' .., , '- , ' 

Section 502 '..;.. Graduate Medical Education Consortium Demonstration Projects 
• . ,1 

f"," . '. ,
" ' 

, " 
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"~stablisheslimited de:ri1~)llstrationproJect for primary Cl;lre consortia.to 'test metho9s of 
increasing the, number and percentage of medical students ent~ring:primary care practice. ' 

• '. • I ' , 

, '" . 
(Unlike th~ Mitchell bil,l,fue Dol~ biJl,'wlth no al'locatldn'systein, would ri~t g~ar~tee an,' 
in9reas~in th~number ofp,di;nary: care, physiCians nationwide) .... , ' ), ", ,. : 

~ .' \: ." , .. '~'. ,', . • • , ! 

\: : (Uplike the Mitch~h'biJf; th~'Dol~bin qbeSnofpro~ide additional supp~rt fo'rtraini~g , 
a4vance practi9c nurses) e , ,-,. I '" ,. , ;..', : \ ' , ,\': ',' " ,",'. 

'. 

'Section 50:r~ F,!nding l!~der Medicarejortrqining inNonH~spital-O'wned Facilities" " ' 
'" " , ,', . ; i 

• 
, , 

'P;ovides that ~esidencytraining in:n~cliospit~l-own~d faciliti~s i~: co~n~ed;in '~etei~iriing, ,: 
, :' full-time equivalent r~sidents for Medic~e GME paymerits' .' 

, ~ . 

u . 

_ ',' 

(Un:like the Mitchell bill, theDole,'bill does. no! provide increased financi<;llsupport to . 
, assure',the surVival. of academic health centers as the market becomes increasingty '. 
dcirltinated by manag~d care),'" , , ' 
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