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National Commission on Social Security
Reform : ‘

Exerutive Order 12335.
December 16, 1881

By the authority vested in me as Presi-
dent by the Constitution of the United
‘States of Americs, and to establish, in sc-
cordance with the provisions of the Federal
Advisory Committee Act, as amended (5
U.S.C. App. 1), the National Commission on

- Social Security Reform, it is hereby ordered

as follows: ‘

. Section 1. Establishment {a) There is es-
tablished the National Commission on Social
Security Reform. The Commission shall be
composed of fifteen members appointed or
designated by the President and selected as
foliows: ’

{1} Five members selected by the Presi-
dent from among officers or employees of
the Executive Branch, private citizens of
the United States, or both. Not more than
three of the members selected by the Presi-
dent shall be members of the same political
party;

{2) Five members selected by the Major-
ity Leader of the Senste from among mem-
bers of the Senate, private citizens of the
United States, or both. Not more than three
of the mermbers selected by the Majority
Leader shall be members of the same politi-
.cal party; : ) '

{3) Five members selected by the Speaker
of the House of Representatives from
among members of the House, private ¢iti-
zens of the United States, or both. Not
more than three of the members selected
by the Speaker shall be members of the
same political party,

(b} The President shall designate & Chair-
man from among the members of the Com-
mission. o

Sec. 2. Functions. (a) The Commission
shall review relevant analyses of the current
and long-term financial condition of the

" Social Security trust funds; indentify prob-

lems -that may threaten the long-term sol-
vency of such funds; analyze potential solu-
tions to such problems that will both assure
the financial integrity of the Social Security
Systern and the provision of appropriate

" benefits; and provide appropriate recom-

mendations to the Secretary of Health and
~

Reform
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Humm Servites, the. President, and the

Congress, - K

{b) The Commission shall make its report
to the President by December 31, 1982

Sec. 1 Administration. (8) The heads of
Executive agencies shall, to the extent per.
mitted by law, provide the Commission
such information as it may require for the
purpose of carrving out its functions.

(b) Members of the Commission shall
serve without any additional compensation
for their work on the Commission. How-
ever, members appointed from among pni-
vate citizens of the United States may be
allowed travel expenses, including per diem
in lieu of subsistence, as authorized by law
for persons serving intemmitiently in the
goverament service (5 US.C. 5701-5707),
to the extent funds are available therefor.

{¢} The Commission shall have a staff
headed by an Executive Director. Any ex-
penses of the Comrunission shall be paid
from such funds as may be available to the
Secretary of Health and Human Services.

" Sec. 4. Generol () Notwithstanding any

other Executive Order, the responsibilities
of the President under the Federal Advi-
sory Committee Act, as amended, excep!
that of reporting annually to the Congress,
which are applicable to the Commission,
shall be performed by the Secretary of
Health and Human Services in accordance
with the guidelines and procedures estab-
lished by the Administrator of General
Services. ’
(b) The Commission shall terminate thirty .
days after submitting its report. :
Ronald Reagan
The White House, o '
December 16, 1881,

(Filed with the Office of the Federal Regis-
ter, 2:22 p.m., Decemnber 16, 1851}

Nautional Commission on chial Security

Appointment of the Membership.

. December 16, 1981

The President today announced his inten-
tion to appoint/designate the following indi-
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viduals to serve on 8 15-member bipartisan
National Commission on Social Security
Reform. Alan Greenspan will serve as
Chairman.

Establishment of the Commission fulfills a
pledge made by the Fresident in Septem.
ber to create a bipartisan task force to work
with the President and Congress to reach
two specific goals:

—To propose realistic, long-term reforms

to pu! social security back on a sound
financial footing, and

.—Tuo forge a working, bipartisan consen-

sus so that the necessary reforms can be .

passed into law.

Robert A. Beck, chairman of the board and chief
© executive officer, Prudential Insurance Co. of
America, Newark, NJ. He iz a8 member of the
" President’s Export Council.
Mary Falvey Fuller, vice president, finance, Shak.
iee Corp., fan’ Francisco, Calif. Previously she
was senior vice president and director, Bivth

Eastinan Dillon & Co., Inc, New York, N.Y. -
Alan Creenspan. chairman and president, Town- -

. send-Greenspan and Co., Inc, New York, NY.
He is a member of the Pressdents Eronomic
Policy Advisory Board.

Alezander 8. Trow bndge, presndent National As-
sociation of Manufacturers, Washington, D.C.

He it 5 member of the President’s Task Force

on Private Sector Initiatives.
Joe D. Weggonner, Ir., consultant, Bossier Bank &

Trust Co., Plain Dealing, La He represented -

the Fourth Congressional District of Louisana
. during the 87th to 95th Congresses.

Senate Majority Leader Howard Baker, in

_ consultation with Senate Minority Leader

. Robert Byrd, selected the following individ-
uals to serve on the Commission:

William Armatrong, United States Senate (R.
Colo.}, chairman of the Subcommittes on Social
Security of the Scnate Finance Comynittes.

‘Roberi Pale, United States Senate (R-Kans),
chairman of the Senate Finance Committee.

-John Heinz, United States Senate (R-Pa.), chair-
man of the Senate Special Committee on
Aging.

Lane Xirkinnd, president of the American Fed-
eration of Labor-Congress of Industrial Organi-
zations.

Daniel Patrick Maymhnm United States Senate
{D-N.Y.}, ranking minority member of the Sub.
committee on Social Security of the Senste Fi-
nance Committee.
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House Speaker Thomas P. O'Neill, in con-
caltation  with House Minority Leader
Robert Michel, selected the following indi-
viduals 1o serve on the Commission:

Williom Archer, United States House of Repre-
sentatives' (R-Tex.), ranking minority member
of the Subcommittee on Social Secunty House
Ways and Means Committee.

Robevt M. Ball, was Commistioner of Social Se-
curity in-1962-73. He is senior scholar, Insti-
tute of Medicine, National Academy of Sci-

-, ehces.

Barber Conable, Umzed States House of Repre-
sentatives (R-N.Y.)), ranking minorily member,
House Ways and Means Commiftee.

Mortha £ Keys, former Assistant Secretary of
Health and Human Services. She served in the
84th and £5th Congresses.

Claude . Pepper, United States House of Repre-
sentatives (D-Fla.), chainnan, House Select
Commities on Aging.
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1985, the first aver for a composite wing and
the largest in Air Porce history; and .

‘“Whereas, the opening of a training range
near Mountaln Home Air Force Base s es-
santial to maintais the resdingss and strike
force capabmtlaa of this muque mmm
aggeL: - .

Now, therefore, be it “Rs:otved by “the

- members of the Second Regular Sesslon of

the Fifty-third Idaho Legislature, the House
of Representatives and the Senaté cononr-
ring thersin, That we urgs.the Congress of
the United States to pass necessary legisla-
tion to establish and fund the training range
at .the Mountain Home Air -Force Base,
Idabho.

“Be it fz:rther rasolved, That the Chief mem

" of the House of Representatives be, and she

is hereby authorized and directed to forward
a copy of this Memaorial to tha Prestdent, of
the Senate and the Speaker of the House of
Representatives of fongress, and the .con-
greasional delegation representing the Btate
of Idaho in the C‘nngress of t.he United
Btates.””

POM-573. A joint resolution adopteq by the
Legislature of the Btate of Alasks: to the
Committee on Commerce, Scxence. and

“stowm No, 39
“Whereas more [Ish were (lscarded in thé

‘feqeraily managed fisberies of the North Pa-
cific Ooean than were landed by American

fighermen in the North Atlantic Ocean in
1992; and
“Whereas, In 1984, 25.881 556 kjloammﬂ of
hativut and 1,868,272 kilograme of berring
were discarded by fisherieg tn the North Pa.-
cific Otean and the Bering Sea;and '
“Wheresas, in 1904,. 15,459,258 crab were dis-
carded by figheriss in the North Pacifia
Oceap and the Bering Sea; and |
. “Whereas, 1o 1994, 195,609. s.almon wem har:
veated {n groundfish f{isheries of the North

mm Ocean and the Baring Bea; and

“Wheress thgse dincarded  herring, erah,

" ‘and galmon sré resources. misnaged by rhe

Btare of Alaska that were, Lnter\';epted in oﬁ'—
shore Tedgral Wate}‘s' apd ©

‘“Whereas thess 1480Urdes. are, t‘he aoonomm
and cultural’ Lfenlood - for” mamr Aliskans

) wh6 'depend ox the sea or bneir liva].{hmds

ons and a

Munf ia
A‘pntential ilealtagps em apecias mg..

- . VWhersas W finued wanton wagté up. |
. dermines i mapagement strat. -
- egy for mu cammarciaz aubaumnce.

mmcad/

and. recre&Mﬁsheriea. abd places t.be
. rm‘a.l Gommveiiges-of. Alaska atrlak apd..

“4Wheread e to lmiplemenst Révare, peu-

alties agnins wemsel¥ resporisiblé.-for high*
- bycatch and Gmamrd rates havefalled; and -~

“Wheréas miskmizipg the catch of upder-
glzad {izh and wedncing ‘wanton’ wasts will
conserve fisheries regources for present and
future gemerations of subslstence users, com-
mercelal and recreational. fishermoen, seafood

© industries, coastal commnnmes. consumem.

and the pation; and ~- "
L WWhereas fisharies¢an mcMcauy or oper-

ationally reduce waste and the I(ncidental.
" taking . of - nentarge

t ipeciea Hoglven: eoch

nomic Apoentives: or (4 (appromau requ

latory measures are applied; be it wr.. . .
“'Rasolved, by the Alaskn State Legialature

" That the wiotoniwaste nowW occurring in fed-
. eral fisheri{es of tha North Pagific Ocean and
‘the Bering Sea !s.0f utmost ecological, ao-

clal, angd econntnical importance; and be 13
wPurther resolved, That the. Alasks szm
Législature respectiully rges the Congress

 to smend the Ma.xnunon ‘Fishary Conserva-
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the wing's firat Air Foroe Inapection in July,

tion and Management ‘Act. or to enast other

legislation, encompassing & -BPoad range of

Measures to reduce wanton-waste In North |

Pacifie Ocean and Bering Bes fishepies, in-

cluding harvest priority tncentives for alean

ﬁi‘fng pmhice.s anq other rmmagement
w

" REPORTS OF COMMITTEES -

The following reporte of committees
were submitted: . . -

By Mr. SPECTER, from the Sclecb Com-
mittes on Intelligence, with amendments:

8, 1745. An original bill to authorize appro-
priations for fiscal year 1587 for military ac-
tivitiss of the Department of Defense, for
militery construction, and for defense activi-
ties of the Departmepnt of Energy, t0 Ire-
scribe personnel -strengths for such fiscal
year for the Armed Forces, snd for other
parposes (Rept. No. 104-278).

By Mr. STEVENS, from the Committee on

CGovernmental Affairs, without amendment:

%, 1488. A bill to convert oertain excepted
service positions in the United Btates Fire
Administration to ¢ompetitive service pnsi-
tions, and for other porposes.

INTRODUCTION OF RILLS AND
-~ JOINT RESOLUTIONS

The followmg bills .end. Joims resolu-
tions were introduced. read- the first
and second timse by - unanimons con-
sent, and referred as indicated: "

By Mr.'DOLE (for mxman‘ Mr, xwm.
Mr. 8dpsoN, Mr. PRESSLER, Mr.
“Ha%cH, Mr, CHAFEE, Mr meowsm.

. fnd Mr. Coouman): |

8, 1856. A bil) to establish a commission to
study and provide mwmend&ﬁm ©n re-
atoring; 8olvency in.the medicare program
under title XVII of the Social Secnrlty Act;
o, the Committee og. -Figance. " - )

By Mr. DOLE: o

8. 1857 A bill to eatiblish ‘a bipa.rt;isau

coramission on campalgn practi¢es and pro-
¥ide that its recommendations be given ex-

" padltéd consideration; 1q theé C:nmmir.wa on

Rul&e and Adminigtration:
LBy M!'. GRAHAM tior hlme-elf. Mr Bay-
. CUS, and Mr, PRYORY. . -

KX 1&58 A bl to provids for immvad e -
' m-d.!mtwﬁ.

@ommunioatioﬁ. a.nd. enforve-
ment ralited to hexith care frind, wnssa a.ud
abuse; 1o the Committee on Finance. . ./~
.o By Mr! GRARAM (far m.maelran Mr.

© TBAUCURY: .
"8, 1889, A B .bo émba a. poln 9{ order
minst Jegtalation . .which .diverts savings

- ‘@thyeved through medicars wasts dimud. and.

sbuse enforsemont BetiVItiSs for Parposes
other than improving the solveney of the
Federal- Hospital Ingurance . Trust Fund
under title XVIII of the Soclal Secnrir.:r Act,
to ensure. the inbegrity’ of such trust fang,
and {of other purposes; to the Commuwe on
Rules and Admintstration. =
B.Y Mr. MtCONNELL (for himaelf.
“DoLE T My, Homﬁux émd Mr

LIEBERMAN): - e
3 1860, A bBilY to: prov!da far lesul réform
and.. consner compenasstion-lyalating G0
motor vshicle “tort gystams;. and’ for. other-’
parposes; ‘to the’ Committes én. Oammer‘ce.
Bolence, and Transportation « /5% Ees 20
-6, 1861, A- bm‘m'muﬂae for !ega:~retorm

‘and nonsumer’ compensation; and - for other

pu.rposca. w2 ﬁm Ctmunittee o1 .the- Judio!-

'

IR H alloR Cidi
. Ry Mr, PRESSLER (tor mmsalf a.nd
Mr. Hatem): - -

. 5. 1862 A bl mmmaminmmum-
tribution of state-lnspected meat under ap-

8. ROR.258.0 mmmuon 20 A
mman.v ﬁdjn.séint b roorma 230 and 528 of

28ze2p8168 P k4
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propriate ‘oifoumstances; to tha. (:ommjttee
on Asricultnm Nutrition, and Fomstry R
By Mr. DASCHLE: - .
5, xmAbillmreinret.he Socmm-ym
the Army 1o acquirs-permansat fowegs ang
saturation’ éasements over land that is la
cated’ within the 10-year floodplain of the
Jaries River, South Dakota, and-for other
purposes; o the Committee cm Envxronmen:
m:d PublicWorks, ©

&
k]
&

- BUBMISSION OF CONCURRENT AND

SENATE RESOLUTIONS °

The following cancun'want resolutions
and Senate resclutions were read, and
referred (or acted upon), a5 indlcated:

By Mr, NICKLES (for himself, Mr.
© Dascene, Mr, Lorr, Mr. FORD, Mr,
. THURMOND, Mrs. KASBERAUM, Mr.
ABRAHAM, Mr. ARAKA, Mr. ASHCROFT,
Mr. Baucys, Mr. BENNETT, Mr. BIDEN,
Mr. BINGAMAN, Mr. Bonp, Mra
BOXER, Mr., DRADLEY, Mr. BREatrx,
Mr. BROWN, Mr. BRYAR, Mr. BUMPERS, -
Mr. BUBNE, Mr. BYRD, Mr. CAMPRELL,
Mr. CHAFEE, Mr. COATS, Mr. COCHRAN,
Mr. CoMeEn, Mr. CONRAD, Mr,
COVERDELL., Mr. CRAIG, Mr. D’AMATO,

© M DEWINE. Mr, Dobb, Mr. Domm::cz,
Mr. ~DORGAN, Mr, . "Exon, ' Mr.
FAIRCLOTH, Mr. FEINGOLD, Mrs, FEDN-
SETEIN, Mr. FRIST, Mr. QLENN, Mr.
Gctm"ow. Mr. GRAHAM, Mr, GramM,
Mr. GRAMB, . Mr. ( GRABSLEY, Mr,

. - GRECG, Mr. HARKIN, Mr. -Haree, Mr.
SHRATFIELD. Mr, HEFLIN, My, HELMS,
Mr. HOLLINGS, Mrg, HUTCHISON, Mr,
JINHOFE, Mr.. INOUYE, Mr. JEFFORDS,
Mr. JORNBTON, Mr. KEMPTEORNE, Mr,

- - - -KERNEDY, .Mr. KERREY,: Mr. KERRY,
5.0 M Koma:Mr.-‘xm Mr. MW,'
© Mr. . LPAHY,-
v LIGBERMAN, .,.LUGAB.. Mr. - mcx.
IR 'Mr.!MCGMN, My, MCCONKELL., Ms. MI--
=.? RULEKE, ..-Ms.. Mosmmr—mmm,. My,
. MOTMIBAN, '.Mr.",, MURKOWEHRI, .~ Mra.
MURRAY, Mr., NUNN. Mr. -PELL - Mr.

2 PREBELER,; M¥, ?nms. Mrunm M,
‘ROBE,; Mr, .- Rorrg,

- Mr_BANTORUM. Mr. smmum Mr.

. Sm&*. Mr. SpaoR, Mr: 2P0, Mr:

v BMTFE,- M4, SNOWE, Mr: BPECTER, w
: BTEVENS, Mr. THOMAS, Mr.: THOMP-
.80N; MT. Wammx, “Mr.- WELLSTONE,
and Mr - WypBEN) ket gy

the Unitad’ smm=m;nw1 Bullding as the
“Robert. J. - Dols Ba.lco
ss‘raadto

fran

_.'v"

o o it
STATEMENTS-ON mTRODU(}ED ‘
BJLLS AND. JOINT "RESOL‘U'HONS
- By, M:; 'DOLE (for himself Mr
~ROTH, My, SMPEON, Mr. PRES-
- - SLER;. Mr. HATCH, Mr. CHAFEE,
My.. Mmcwsm. a.nd Mr Cocs:-
ST RANYSC
S 1856, A _b_ﬂ_l to establish a é’oxnmie,-.
t{ons on restormg aolvency in the, Med—
icare progi title. xvm 6% the

on Finanue. A
-m:z MEDICARE Rsmmm m
Mr DOLI™ Mr) Pmst&ent
Wednesday . the Medicam trustees re-
leased their reportion the state.of the

- Meflicare trust .fund. and ‘the..report =

was grim. Insues,d ofgoing bankiupt In
2002;.43 they previoualy forecasted, the

s LEBVIN, - My,

e the -

P cbnx!demd and

last~
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g conclude that Medicare will go
ipt - in- 200L—fust & yem from

orthépastymandah&ii’ thiaRa—

honestly and forthrightly with the’
Medicare meltdown.

oot pmaarva, and strengthen Med}-
by redacing its unsusiainable rate
growth, while still allowing for &
s thy owth rate.

'We dld not claim that our plan was
rfect or that it solved the long-term
probiem.. But it was a real attempt to
allgviate s orisis that will immediately
impact 37 million seniors and disablad
Americans; and will have repercussions
“tens of millions more.

n May 1995, T ¢adled for a bipartizan
P commigsion to be set up to. save Medi-
care aimilar to the one that saved So—
oial Security. Unfortunately the White
“Houge diamissed the idea and decided
* to ntiack Rapublican plans to save che
‘Medicare system,

Thut is why ] rise today m introduca
-the Medicare Rastoration Act to estah-
- ligh & bne-ribbon bipartisan. advisory
ommisgion to hely deal with this ori-
s,

In my view leaderahip means more
han just talking about problems. It

cthemn.
This Cpmmisslon will be responsible

for reviewing the current. short-term
Jongsterrn condition ‘of. tha, Medi-
“Lrust funds. The Copamiasion will
cpnpoaed of .15 members appomted

“Rep psentatives: 'r.be members of this
ptiammission will.be from both political
‘t; beuause lulsclmmme that if

1ely; .

unmnms to.do hh&t, i
y*Februhry - 1486, Pmsident Glmﬁon
'fﬂed'-‘ budget that. conwned no
ans mr saying. Medicars:- 3 -7

Budget: Office,. would .only
edicm’s bemk:ruptcy ror ane

per beneﬂclm'y ‘ta, mcren.se
) Derperwntow.moperper-

Xshe C}mton a.dministratian sdvo—

plican Congress- has attempted %o

put- forward & dudgét that. v.vould'

slzo means. doing aomet.Mng to s50lve

hich, Gocording to the Coa- -

niab;
t.edjzes.lth care reform pro- :

" ghort-term, ‘apd’ long-

HCFA-OLIGA
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And when the. Preatdent was asked,
not long 820-at & news conference, why
he continusd $o.use these terms aven
though they are not true, hig response -
was essentially t.hat the madia made
hirm dodt.

With the release oi’ t.he trus:ee 8 re-
port, the {nesbapable conclusion i that
while. the. rhetoric flew, Medicars waa
put at further risk.

And those who say that talk is cheap
should know that 18 months of mis-
leading rhetoric may have gained: one
side points {n the opinion pells, it also
put Madicare another $90- billiamplus in
the red.

CThe bottom line {8 that the 87 million '

Americans who depend on Medicare de-
sarve better, Futwe generations of
Americans who. will need Medicare de-
serve better.

I call on the Presidant to come for-
ward and support this bipartizsan com-
migsion so we ¢an preserve the Medi-
‘care Program and to join with Repub-
licans on a bipartisan bagis, a3 I have
propoasd before, to siddress this very
gerious problem.

T send the bill to the desk and ask it
be appropriately referred. It iz cospon-
sored by Senatars ROTH, SIMPSON,
PRESSLER, . HATCH, CHAFEE, and MuUr-
EOWSBKI, who are on the Sanate Finance
Comumiittes. 1 certainty welcome addi-
tional .coSpONBOTS on either side of the
aisle. This will be-a biparzisan commis-
slon. .

Mr, President 1 ask ummimou.s con-

gent that -the text of th.e bﬂl be prim;ed ’

inthe RECGRQ.,..‘

‘There belsig 10 objecmon. the B waa :

ordema :a he nrinted in the Rrwom, as
follcw's caw . —
R 8 1856
Be itsnac'tad-by mmm Hm ﬂjﬂep—

2B269@B8168 P.@5
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Fund. and the Federal Supplemexxmry Modi-
cal Ingurance Trust Food under m:la XVl
of the Socisl Sesurity Act;

.5 {8 identlfy problems that- f.nrum ‘the a0l
vancy of such-trust funds; .

{3) analyze potential: solutions. to such
‘problems that will both atsure the ﬁm.n.cdal
integrity of the medicare. nnder
such title and.the provision of- spmpﬁate'
benafits under puck Program;

¢4) meXe recomumendations to restore the
short-range end long-range polvency of the
Federal Hospital Ingurance Trpst Fund, to
provide for sustainable growth of the Suppie-
mentary Medical Insurance Trust Fund, and
on related matters as the Commigsion deams
appropriats; and -

{5) review nnd auslyee such other matters
as the Commission deems apnmpnste.
8BC. 5. MEMBERSHIP, -

(a) NUMEER AND APPOLNTMENT, —'me Com-
mission shall be composed of 15 mambcm of
whom—

(1) flve shall be sppointed By the President,
of whom not more than 3 shall be of tne
same political party; .

+{2) five ghall be appointed by tbe Majority
Lesder of the Senate, in consnltation with
_the Minorivy Leader of the Senate, of whom
‘et more than 8 shall be of the same politi- -
cal party; a0d :

(3) five shall be appointed By the Spenker .
of the House of Representatives, in consulta-
tion with the Minority Leassr of the House
of Representatives, of whom not mors thay 3
shall be of the same political parcy.

) COMPTEOLLER GENERAL~—The Comp-
roller General of the United States shall ad-
vise the Commisgion on the methodnlogy to
be used in identifying problems and analyw
ing petentizl mlnt:!nns in aecordance with
saction 4. . ‘

(c) 'TERM OF. Amnuwm—'rhe members
shall sepve on.the Cmnmimton tor tba mg of

Commission. ..

(d) mmss.—-’mze commtssxou s.‘xmn lo-
cats 1!8 headgparters in. nhamsmctorc:a- .

mmames of'the United States of min ally

- Civigress assembled,” .
m;mm :

Rastomalon Act'of maa

S5 The Congrass unaat:uat- e
»(1) ‘the madicatw Srogram upder- tme XVIiO.
" of:the Social Becurity, .Acz provides sssential *

T @5 the Federa,l Hospita! Insirance’ 'rruat'

JFund will be banioupt {1 the year 2001, and
faces aven grester: anlvam:y problems ip the
" long-run with the"asing-of t.ha baby boom
genmt&én‘ S - :

: (3) the mmteea of : -m-ust fands of the
thedicare promam have reportéd that grawth:
in- spending  within!'the Fedarnl Supple
- DAGDTATY - Melgiesl -Inauran Trrm; Fand 1.

numm .

() expeditior 18 needed m “drder ta. .
restore the Hscal haRltl of the Medicars pror -
-gram and o maintain this Naton's commits
omentito” “sénfor n! izans: and m !ndividua.la
- with &aabilitilae 3 preel “

. m*wmmmmumm

* The Commissiol ghall—

(1 reviewrelevant gnalyses of the current,
~tarm financial condl-
tion of t!w Federal Iinspzml maumwe Trust

s -Ach may, be cﬁh&ss t.ne "Mad.im&

- the original a.nmintment wammnda

than 30 days aftar the Commston
potice of the vacendy..~

Chy cmwmsanoxﬁ-uembem o: tha emm .
mission’ ‘fhnll recelvd mo- Mdmmi cpay.raly.

() EXFENSSS —Bach, membor the cnm
misaion #hall racaive. travel axpenses and per
‘dlem 1 leu. of  subsistence -in Kocordancs -
with Bactﬂonsm a.nd 5703 of t:ms 5, Umwd
" Btates Code: .t CE .
@a&ﬂmmsummm D

(&) DIRECTOR -~ 0. o A

*:{1}- APPOINTMENT. —’Upon consn.‘lts.t.ion wit.h
"the members of the Commiaaion, the Chalr-

* person shall Appoiny a_Du'ecmr of mo com 2%

misglon, . - - L
L2 Gnmmm'nom-m mractor snau be
petd the rate of basté m for level V of the-

Execative Schedule. :

(b) BTAFP—With tbe a.ppmva.l of :.he c:om .
ission, the Director may appolnt such pars
.- sonunal ax the Director constders appropriate.

(¢} APPLICABILITY OF (HVIL SERVICE LAWS—
The staff .of -the Commission shall be_ap-
poinbed wxcnout regard to the nrovmions of

:
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" Wtle's, United Btates Code, governing ap-
pointments’ in the competitive servics, and
shall be paid- without regard to ths .provi-

sions ‘of cheptar 51 ‘and subchapter ITI.of -

. chapuer 53 of such title relating to classifica-
 tdon and Genaral Schedule pay rates. -

*. - (d)- ERFERTS AND CONSULTANTS.—With the

approval : of the Commisasion, the Direotor
‘may procurs - tergporary - ind Intarmittent
services under section 3109(b) or tme 5 ‘Unltf
od Btates Code. - -
(e) STAFF OF FEDERAL AGENCIES. -Unon the
request ‘of the Commisaion, the head of any
. Federal agency may detail any of the peison-
nel of such agency 1o the Commission to as-
sist i carryisg out the duties of the Com-
" mission,
() OTHER RESOURCES.—The Commission

ahall have reasonable access to materials, re-

sources, statittical data, and other informa-
tion from the Library of Congreas and agen-
cles and elected representatives of the execu-
‘tive-and legiglative branches of the Federal
Government. The Chairperson of the Com-
misglop shall make requests for such access

- in writing when necessary.

(g) PuvaicaL Facicrmes.—~The Adminis-
trator of the General Services Admiaistma-
tion shali locate suttable office space for the
operation of the Commiasion. The [rellivies
shall serve as the headquarters of the Com-
mission' and shall include all necessary
C-equipment and [neidentals requlred for l’.he
praper functioning of the Commlasion.”

. BEC. 7. POWERS OF COMMISSION,

! (a) HEarRmGs,~The Commiasion rmay oon-
duct public hearings or foruma at’ hhe discre-
tion of the Commisalon, at eny time and
place the Cornmliasion I8 adle to sacure facill-
ties and witnesaes, for the purpose of carry-

- ing out the dutieq of the Commiasion, = -

(b) DELEGATION OF AUTHORITY.—Any mem-
‘ber of agent of the cumm!aajon may, 1f au-

.' thorized by the Commission, take any action .
" the CommIission is uutnonmd t.a tska by t.h.!a,

Sel‘.t.i on.

. , Cominission May acceDE, use, ‘and d.‘lEDOEe of
. £ifts, bequests, or dévises of services or  prop-
. ercy.both real nd personal; for the: PUrpoBe

] m.isaiozL Glfl:a. .bequesta' davisaa or mcney

afd to the Congiess on the ﬂnd!ngu and con
‘- clunlons of the conum i

The Gommimion shall, termirate’ on~the. ..
dabe ‘Which {8 50 days after the date the Com- ¢

miasicm Bubmita ita” mport. ‘to’ tt[a Prea'ldanr.‘

: ‘mport released last Wednesday; June.5,
“the Medicare hospital insurance trust

“{c)- CIMta,  REQUESTS, AND- Dr-:vmsa —-’I‘hr-'

‘ ‘ple in & cooperative’ mpa.rbiaan spirit.
; ’Ult_lmately, the: mror

cosponsor ‘of  leglalation mnéoduced'“by';
~'. t.he ;majority lsa.der t'.o esta.bllsh_a. ‘Na-. ¢

o .Acc.nrd.tng l:o the Med.{ca.re nmsbees’ .

HCFA-OL 1GA
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fund- will be bankrupt earlier than ex-
pected. In:fact, the trustees, of which

three -of the six trustees are members.

of President Clinton’s Cabinet, i.ndic.at.e
that the trust fund imay’run’ out of'
money as sarly as caléndar year 2000,

- Senator DOLE's proposal is conslstenb
with the recommendatigss
care. trustees, The trust,eea recommend:

* % & the eatablishment of s national advi-
sory group to examine the Meadicare Pro-

‘gram. The advisory group.would collect and
disseminate infétmation acd help -develop
recomimendations for effective =solutions to

the long-term fipancing. probdiemt. This work .

will be of criticgl irnportance to the adminis-
tration, the Congress and the Arasrican pub-
Ile in the sxtensive nationsal discuasion that.
any chn.ugea would require. - . 4

We are now 2 year: closer to insol-
vency of the Medicare trust fund than
we were at this time last year. We lost
& year irying to address the problem.
and the program is 1 more year closer
to bankruptey than we expected, Yet, 1
regret, we are miles away from reach-
ing an agreement on a solution.

Given the very short time that Medi-
care will remain solvent, and given the
large number of baby boomers who will
ba joining the Medicare Program.in
Just a few years, we cannot afford more
delay. It is timme to put politics astde
a.nd find & solumon '

"What is- ha.ppening to.the Medicare
trust fund i3 pretty basic, The program
is paying out rére than it s taking in.
This simple dyna.m.io. 1f left unchacked,
will Jead’ Medica.re to- ba.ukruptcy in
less ‘thard 5 ‘years!TAnd; “#imply- put,
bankrupbcy of 'the trust; fund maeans

. pital bhiNlg' of ‘onr Senior ¢itizens and
“dlsabled indiv!dual "reliant on Medi-

= Aga.in. I believa LA T : meto put-poli-
tics:aside. A’ ‘Med:[ca.re R&rorm Coramis-
.siow i8 aw’ importmt.‘ tep in the Tight

- “direction to bringirig together a bipar-
3 .twan la.st!n; agreempn ™

msolving

(@ ‘Maiis.—The Commission. mym_' no " ifa]
R it Etateamaﬂsint_hemg mannarand . GaLalyt b4 7

1983 Commisaion ‘brought together.peo-

‘quires ‘action; We ca.n.not. be a.govern-

- ment ‘of empty’ prom.lms We must .re-- .
- store Medicare to i'obust hea-]th '£or our
- The Secretary o! H.:alth and Hn.mnn Barv- . ¢ 1)

"t 'thes. suall Provide to the Commission, out.of -
funds’otherwise avallable tu such Bemmry N
thi

©. COMMISSION 'ACT OF 19 0.
Mr DOLE. ‘Mr. Prasident, #as:.1 pre-
pa.re ‘0 leave -9 mscn;ut.lon in Whmh 3

of the Medi-

legislative o mngusge” 2 TorTithos

: olvfn.g “thi .hﬁaen-loommg i
bank:rupbey ‘of; Soclu‘.‘SeQuriny The

, . be gra
pling with ‘this:jssue soon:"ﬁowever. I
" believe that it wonld:Be hetter td: thlse
./nlrea.ﬂ

’ super—hea.ted partiban

- _'I'hera bej;xeg no obJect:lo ,

U2EOUSIES .06

June 11 19

have .served’ for over 35 years, I
mindful that in- many ways the pub)
has lost confidence in the abili lg
legislators to represent. thei.r lnteregm
not apecia.l Lnt.erﬂsﬂs e

© Weé should Tiot allow thiz to contmue

_R.epreaent.a.tlve Demoérasy; founded’ pp

fair and competitive elections. I8'at the

.core of what makés America ‘ereat,

Yet, conicern over how we finance elec.
tions threatens to erode the trust the
American peopla ha.ve in our elected of
ficials.

AS my colleagues know, Congress hac
tried repeatediy to grapple with this
issue and largely. failed. However, 1.

‘continue te believe that the very na-

ture of the problem makes it difficult
te resolve in the normal give and take
of the legislative process.

In 1990, for example, Senator Mitchell
and I appointed & six-member comrnis-
glon of outside experts to look at this
issue and report back to us, but the re.
port was un.fortu.nat;ely ignored by Con-
gress.

I sugrested in 1984 and repeatedly
since then that a similar commission
be constituted %o report back to Con-
gress, but with an important dif-
ference, This time, . the report should be
in the farm of reconunended legislative
language which provides a solation and
Congress. should have an opport:umt,y
for an up and down vote.- :

" As my- colleagiien know, ‘both Presi-
dent Clinton and Speaksr GINGRICE en-
dorsed a similar concept last year when

. thay met:in-New; Hs.mpam:-e- e

- I therefore ‘send;:to.the deSk é. hill
esr.a.bhshea an eight-member com:-

' mlsslon of outside experts. They. would

have the-broadest possible mandate. Lo
think. throush ,;his ,problem. come up
with-solutions.and;report hack 0 Com
gress not more-than 30 days after .'the
convening df the: mthﬂongress' e

- Thae cor.mnisamn‘wﬂl ‘setid " Co

bers agres. Oongrem wﬂ].cbnsidarwthose
mcnmmendauom under expediqu “pro-

thorlties 1n~oT.tr tra.de Taws
1 koW iy Tolleashes™

this isgsae . ont UEWhit

sliow"a “bipartisan"; &bprmh"to e de-

: veloped that Congress cannot: ig'nore-

‘Mr_ Prestdént: -1 a8k tinanimous con-
sent that the text: oI the bill be' prfnted

e blll.was
rinted o the. REC;)RD as

" Thare ia estabiished - cmmiuion‘ v b8

-known .as the, "mmmsa.n Cammiaaion o8

.

TOTAL P.B6
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National Commission on Social Secunty
Reform

Exerutive Order 12335,
December 16, 1881

By the authority vested in me as Presi-
dent by the Constitution of the United
States of America, and to establish, in s¢-

cordance with the provisions of the Federal -

Advisory Committee Act, as amended (5
US.C. App. 1), the National Commission on
Social Security Reform, it is hereby ordered
as follows:

Section 1. Estoblishment {(a) There is es-
tablished the National Commission on Social
Security Reform. The Commission shall be
composed of fifteen members appointed or
designated by the President and s&lected as
follows:

(1} Five memnbers selected by the Presi-
dent from amang officers or employees of
the Executive Branch, private citizens of
the United States, or both. Not more than
three of the members selected by the Presi-
dent shall be members of the same political
party;

{2) Five members selected by the Major-

" ity Leeder of the Senste from among rmew-

bers of the Senate, private citizens of the

United States, or both N¢t more than three’

of the members selected by the Majority
Leader shall be members of the same politi-
cal party;

(3) Five members selected by the Speaker
of the House of Representstives from
among members of the House, private ¢iti-
zens of the United States, or both. Not
more than three of the members selected
by the Speaker shall be member: of the
same political party.

(b) The President zhall designate a Chair-
man from among the membexs of the Com-
mission.

Sec. 2. Functions. {(a) The Commission
shall review relevant analyses of the current
and longterm financial condition of the
Social Security trust funds: indentify prob-
lems that may threaten the long-term sol-
vency of such funds; analyze potential solu.
tions to such problems that will both assure
the financial integrity of the Social Security
System and the provision of appropriate
benefits; and provide appropriate recom-
mendations to the Secretary of Health and

~

2026908168 P.o2

Human Services, the President, and the
Congress.

(b} The Commission shall make its report
to the President by Decermber 31, 1982 -

Sec. 1 Administration. (8) The heads of
Executive agencies shall, to the extent per-
mitted by law, provide the Commission .
such information as it may require for the.
purpose of carrying out its functions.

{(b) Members of the Commission shall
serve without any additional compensation
for their work on the Commission. How-
ever, members appointed from among pri-
vate citizens of the United States may be
allowed travel expenses, including per diem
in Lieu of subsistence, at authorized by law
for persons serving intermittently in the
govemment service (5 U.S.C. 5701-5707),
to the extent funds are available therefor.

{¢} The Commission shall have a staff
headed by an Executive Director. Any ex-
penses of the Comunission shall be paid
from such funds as may be available to the
Secretary of Health end Human Services.

Sec. 4. Generol {8) Notwithstanding any
other Executive Order, the responsibilities
of the President under the Federal Advi-
sory Committee Act, 85 amended, except
that of reporting annually to the Congress,
which are applicable to the Commission,
shall be performed by the Secretary of
Health and Human Services in accordance
with the guidelines gnd procedures estab-
lished by the Administrator of General
Services.

{b) The Commission shall terminate thirty

days after submitting its report.

Ronald chgaﬁ
The White House,
December 16, 1881.

[Filed with the Office of the Federal Regis-
ter, 2:22 p.m., December 16, 198F)

National Commission on Social Security

Reform

.Appointment of the Memberxh:p
December 16, 1981

The President today announced his inten-
tjon to appoint/designate the following indi-

Weekly Compilation of Presidential Documents, Monday, December 21,

1881; Volume 17 -- Number 51; Pages 1371-1394
Appendix A, page 1
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\;duals to.serve on & l&mcmher bnparhsan
‘Natiohal Commission. on Social Security
Reform. Alan Creenspan will serve as
Chairman.

Establishment of the Commission fulfills a
pledge made by the President-in Septem-
ber to create & bipartisan task force to work

with the President and Congrcss to reach

two specific goals:
—To propose realistic, long-term reforms
to put social security back on a sound
financial footing, and .

.~-To forge a working, bipartisan consen-

sus sa that the necessary reformscanbe

passed into law.

Robert A. Beck, chairman of the board and chief
" executive officer, Prudentia] Insurance Co. of
America, Newark, 'NJ. He is & member of the

" President’s Export Council.
Mary Faley Fuller, \ncepresadent ﬁnx.ncc Shak-
iee Corp., San Francisco, Calf. Previously she
- was senior vice president and director, Bhyth
Eastian Dillon & Co. Inc. New York, N.Y.

. Alan Greenspan. chairman and president, Town. -

send-Greenspan and Co,, Inc, New York, N.Y.
He i a member of the Pres;dent s Economic
Palicy Advisory Board.

Alerander B Trow bﬂdge, presndent National As-
_sociation of Manufacturers, Washingten, D.C.
He is a member of the President’s Tasi. Faorce

- on Private Sector Initiatives.

. Joe'D. Wagponner, Jr., consuluﬁt ‘Bossier Bank & -

Trust Co, Plain Dealing. Lz He. represented
. the ‘Fourth Congressional District of Louisiana
duruxg Ahe E7th to 95th Congresses.

Senate Majont\ Leader Howard Baker, in

L coasultahon ‘with”Senate ‘Minority, ' Leader

. Robert Byrd, selected the following mdlnd
uvals to serve an the Commmon

‘hfluxu Atmnmng, Umxed States Senate (R.
"Colo.}, chairman of the. Subcommittee on Social
. Security.of the Scnne Finance Committee.
. Robert. Dolz, United' ‘States Senate .(R-Kans.),
" chaifman of the. Senate Finance -Committee.
-John Hem., Umted States: Senste (R-Pa.), chair-
man of the Senate Specul Comumittee on
Aging.

Lane Kirkland, president of the American Fed-
eration of Labor-Congress of Industrial Organi-
nt:nns.

Daniel Patrick Maym‘lu:u, Usniited States Senate
{D-N.Y.), ranking minority member of the Sub.

eouumtteennSocu}SecuntyoftheSermtr Fi

nance Chmmxttce

Weekly Compilation of Presidential Documents, Momday, December 21,
1981; Volume 17 — Number 51; Pages 1371-1394

Appendix A, page 2

‘ 2@_2_69@8155 .

House Speaker Thomm P. O'Neill, in con-
caltation with House  Minority Leader
Robert Michel, selected the fallowing indi- -
viduals to serve on the Commission:

William Archer, United States House of Repre-
sentatives' (R-Tex), ranking minority member
of the Subcommittee on Socizl Security. House
Ways and Means Comemittee.

. Robert M. Ball, was Commissioner of Social Se-

curity in- 1962-73. He is senior scholar, Instis
tute nf Medicine, !\nt)ona! Acsderny of Sa-
ences.

Barber Conable, Umled States House of Repre-

sentatives (R-N.Y.}, ranking minority member,
House Ways and Means Committee.

Mcrﬂw E Keys, former Assistant Secretary of
- Health and Human Services. She served in the
84th and 95tk Congresses. N

Zlaude D. Pepper, United States House of Repre-
sentatives (D-Fla), chairman, House Select
Committee on Aging. .

P.@3
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_bycaccn and dloemrd rates have fafled; and
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1985, the firat ever fur a somposite wing and
thal&rgescmmporcemmory'md .

*“Whereas, the opening of a training range
near Mountain Home Afr Force Base is es-
santial to maintain the readiness and strike
force wmbumea of this u.u.ique militﬁm
asget: -

Now. therefore, be 1t “Rasolved, by the -
- membars of the Second Regnlar Session of

the Fifty-third Idaho Legisiatore, the House
of Representatives and the Senate congar-
ring therein, That we urge the Congress of
the United States to pass nocesssry legisls-
tion to establish and fund the tralning range
st .the Mountain Home Air Forcs Base,
Idsbo.

“Be 1t further resolved, ‘That the Chief Cleri
of the House of Rapresentatives be, and ghe
i3 hereby authorized and directed to forwsard
a copy of this Memorie] to the President of
the Senate and the Speaker of the Houss of
Rapresentatives of Congress, and the .con-

gressional delegation re;:reaencmg the GBtate .

of Idaho in the Canm of the United
States.”

POM-E73. A joint resolusion adoprad by the
Legislatare of the State of Alasks. to the
Committes on Commerce, Sotence, and

“RES-OL\’E No. 39

“"'Wheress more {ish were discarded {n the
fecemns managed fisheries of the North Pa-
cific Ooeen than were landed by American
fghermen in the North Atlantic Cgcean in
1992 and

“Whereas. in 1994, 25,881 5656 kﬂomms of
halibut and 1,866,272 kllograms ¢f herring
were discarded by fisherieg {n the North Pe.—
cifig Ocean and the Bering Searand .

“Whereas, in 1994, 15,456,258 cral were dls-

carded by fiaheries o the North Pacifié
Oceay and the Bering Ben; and
. ““Whereas, in 199, 195,609. aa]mon were bar-
veited in groundfish fisheries of the North
Pncmc Ocesn snd the Bering Sea: and . .

‘'Whareas: hése diséarded  berring, erab,

" ‘and salmon aré resoufces mmmged by the

State of Alaskn that were, lntempccd in 01!-

shore federal waters; and |

“HWhereas thede | Tesources.ars tha aconomlc
and  Gultural” irévlood - for many Aliskans
Whd 'depend ox the saa “for thelr va}ihooda

marine ‘wolamgdiat depend on fish for food
ars faced ‘wigheeclining ;popalations and &
potential xlm gudapgered spocies: am:_l

n ," P .; “Wnersas, ued wanton waste un-
- dermiues -ty - mmg‘emcnh strat- -
l " egy for mu commercm »ubsis:pnct.

and. recrenwgheﬁea. and ‘places t.be
" rural cominnelsges-of. Alaslka it risk; and .

“SWhareas ot 10 knpiement, Révore. pen-
alties agsina wagelg responsiblé for nigh "

" wWherdss miskmizing the catch of under-
sized fisn and wedncing ‘wanton wasts will
conserve fisheries resourcex for pmsent and
future generstions of subslstenoce Users, com-
mercial end recreasionsl- fishermen, saafood
industries, coasgtal commzmjde.a. c.or‘sumers.
and the pation; and

LveWhertas ﬂsheriesmn nec}mimny or opet%
ationally reduce waste and the incidental .

" taking of- nontarget wpecies i given veco-
© nomic dncentives® or (Af- appmpﬂau: regu-

latory measures are applied; be it wr. . .
“*Ravoived, by the Alaskn State: Leginist,ure

" That the wantonwaste DOW occurring in fed-

eral figheries of the North Pagific Ocean and

. the Bering Bea 15.0f Rtmost ecological. so-

cial, and economical importance: and be 1. .-

“Further resolved, That the . Alaska State
Leginlature respectiully urges the Congress
to amend the Magnason Fishéry Conserva-

HCFA-OLIGA
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' the wing's firat Alr Foree Inspection i July.

tion and Mansgement ‘Act, or to enact other
legislation; encumpessing & ‘bfoad range of

medsures to-reduce wenton:-waste in North

Pecifiec Ocean apd . Bes figheries, in.
¢cluding harvest priority {ncentives for clean
Nabing Dractdces B.nr.\ ot.ber xna.na.g*ement
tools,"

- REPORTS OF COMMITTEES
The fonowing reports of comnut.tees
were submitted: .

By Mr. SPECTER, from t.he Select Com-
mittea on Intelligance, with amendments:

8, 1745. An original blll to authorize appro-
pristions for fiscal year 1997 for military ac-
tivities of the Department of Defense, for
military copstruction, and for defense activi-
tles of the Department of Energy. 0 pre-
scribe personmal strengths for such fiscal
yesr for the Armed Forces. and for other
purposes (Rept. No. 104-778).

By Mr. STEVENS, fram the Commitiee oo

Goveromental Affalirg, without amendmesnt:

8, 1488. A bill to convert oertain excepted
service positions in the United States Fire
Administration to competitive gervice post-
tiops, and for other purposes.

INTRODUCTION OF BILLS AND
- JOINT RESOLUTIONS

The fou:wvmg bllle. and. mmn resolu-

tions were introduced. read  the first

and second time by -unanimous con-
sent, and referred.as indicated: .~

By Mr.'DOLE (for mmseu' Mr, ROTH,

.Mr, SivresoN, Mr. PREIJSLER, Mr.
‘Haten, Mr, CHaFZe, Mr. Muaxowsm
. dnd Mr, COCHRAN):
$. 1856 A bil) Lo est&bliah 2 commission to
study and pmvxdc mmmendaﬁona on re-
sworing; golvency 1. the medioare ProOgTam
under title XVII of the Soclo.l Security Act
to, the Commitree on. mezxce )
By Mr. DOLE: )

8. '1857; A bill to esmblinh 8 hiw.rr.!san
commission on camna.izn practiées and pro-
vide that its recommendations be given ex-
" peditdd consideration; tq. i:.'ug Cmnmltt,ce on
Rulea and Adminigtration’

"7 By Mr. GRAHAM (for mmsalf, M.r_ Bau-

,'_, cus ;and Mr. PRYOR)Y. . s

£.1858. A bill to provide for imnmved ‘co-
ordi!mtﬂon‘ commanscatlod.. a..u:i enf{oree-
ment relsted to hexith care frand, wasw a_nd
sbuse: to the Committee on Finance,®
; BYM: GRARAM (for himself and Mr

"BAUCUS): .

s 1856 A BT “to ‘@pate 5 po}n gt order

minst !egm;at&nn ‘which diverts" savings

- #thfeved thipugh. medicare wagte ma, and

shise enforgeent sodvitmé‘ 168 purposes
other than improving the “solvency of . the

" Federal- Hospital Ingurancs . Trust Fund

under title XVII of the Social Sequrity Act,
to ensure. the integrity of such trust fund,
and fot other purposes; ta, the Gommjtbce or.
Rulas and A&minismuon
By Mr. MeCONNELL (for h.ime-elf‘
“DoLg. " Mr. Mowm
. LIEBERMAN): - - e
S 1860, A" bill' to- prov:ide for lee‘a! reforzn
and. consumer commmaiono‘,mulng 87

motor vehicle “tait eystams; . and dor. other-
parposes; to the ' Commirtee 6n. cnmmerce.‘

Sclence, and Trahsportation - ~H{ Eaw o
-6, 1861 . A-bild Lo provide for legs_ ”rerorm-
and consumer ¢ompensation; and- for -other
W*cs w t:he szmxittee on ‘l:he Jadic!-
ary.. . vy : [N S
fe By Mr PRESSI.ER {for Im:nselr and
Mr. HatcH): - -
. 5. 1882 A bl to permit the 1n&ersmoe dis-
tribution of state-inwpected Treat under ap-

N.n.nd Mr‘

2002;. a8
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propriate ‘aifcumstances; to the. ¢0th§ '

mmculmm Nutrition, an "orestry. 3‘1
By Mr. DASCHLE: | ¥ '
© 8. 1863, A Ml to malre t;he Somtxry o(
the Army 10 scquire-permanent Dowagn ang
saturation’éssements over land that ig lo-
cated within -the i-year ficodplain of the
James Rivér, South Dakota; and-for Gther
purposss; to the commtme on Euvironment
tmd Public Works,

—— e

SUBMISSION OF CONGURRENT AND
SENATE RESOLUTIONS -

The folowing concurrent resolutions
and Senate resolutions were read, and
refarred (or acted upon), as indicated:

By Mr. NICKLES {for himself, Mr.
DASCHLE, Mr, LOTT, Mr. FORD, Mr.
THURMOND, Mrs. KASSEBAUM, Mr.
APRAFRAM, Mr. AKAKA. Mr. ASBCROPT,
Mr. Baucus, Mr. BEXNETT, Mr. Rrogx,
Mr. BINGAMAN, Mr. RBosxp, Mrs.
BOXER. Mr. BRAULEY, Mr. BREAN,
Mr. BROWY, Mr. BrvAN, Mr. BUMPERS,
Mr. BURNS, Mr, BYRD. Mr. CAMFBELL,
Mr. CHAFEE. Mr. COATS, Mr. COCHRAX,
Mr. COMEN, Mr.. CONRAD, Mr.
COVERDELL, Mr. CrAIG, Mr. ID'AMATO,
Mr. DEWINE, Mr. DODD, Mr; Dmcmucx
Mr. DORGAN, Mr.. “EXON, ‘ Mr.
FARCLOTH. Mr. FEINGOLS, Mrs. FEMN-
STEIN, Mr. FRIST, Mr. QLENN, Mr.
GORTON, Mr. GRAHAM, Mr, GRasnd,
Mr. GRaMS, Mr..¢ GRABBLEY, Mr.

. - GREGG, Mr. HARKIN, Mr. HaTCH, Mr.

HATFIELD, . Mr. HEPLIN, Mr. HPULM:s

Mr. Hooumwgs, Mrs, HUTCBISON, Mr,

JNHOFE, Mr.. INOUYE, Mr. JEFFORDS,

Mr.. JORNSTON, Mr. KEMPFTEORNE, Mr,

KENKEDY, .Mr. KERREY, Mr. KERRY,

Mr. KOHL: Mr; KYL, Mr. LAUTENBERG,

Mr. -LEany,. -Mr . LEVIN, . Mr.

LIZSBERMAN, Mr; LUGAR, Mr.- MACK, -

MrMECAN, My, MCCONNELL, Ms. Mi1--

EULSKL, -Ms. ' -MOSELEY-BRAUN, [ MY,

- MOTMIRAN: - Mrv., MURKGWBRI; " Mra.
MURRAY, Mr. NUNN;, Mr. PELL-Mr,
< PRESSLER,. Mz, Pmoa. “Mri-RED, “Mr.
ROBB. Mr, Rocmmm M. Rore,

“BANTORUM, Mr. SARBANES: My,
Sh‘ELBI Mr. SmmoN, Mr! S0dPsON, Mr:

- e ‘EMTPE,-Ms) | SNOWE. Mr: Srm'm. Mr. .
- BTEVENS, Mr: THOMAS, Mr.: THOMP-
-BON{ :Mr. “WARNER, “Mr. Wax.xmm

. and Mr o WYDEN):: Ha e SRR LA

~-8§. Res. 258,14 resolution 20 deaicmx«e tne: -

. micow mweznt 40 Tooma 5250 and-S23F of

the  United - Stetes-Capitol- Buliding a5 the
‘‘Robert. J. -Dale Balcon:s'“- ctmsmered and .
a.g-medbo T

STA‘I'EMENTSO\T m'I'RODUCED i

B}LLS SAND JOINT RESOLU'HONS

g By Mx; 'DOLE (fox‘ hixmself Mz’
~ROTH, Mp, SIMP8ON, Mr. PRES-
-SLER; -Mr. HATCH. Mr. CHAFEE,
Mr.. MUP.I{OWS!CI, and Mr Cc)cn-

TORANYT Un
THI1856, A bﬂl o’ eatablish 8 co:mms-
sion to study and: provide recommenda-
tfoms onf reswrmg golvency in ‘the Med-
icare proglan,inder title. X VIII of. the
Social- Seeurity Actv to. ;h,a —Commit.me
on Finance. ' - :

muxmc&as m:zm»mm m

" ME T DOLES Mr) Pmsf.deni:
Wednesday the Medicars trust-ees re‘
leased their répors on the stemo ‘of the
Medicare trust.fund. and -the..report
WaB grim. Instead ‘of going‘ bankiupt 1o
they previously forecasted,; the
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g conclude that Medicare will go
pt; in 200t—just 5 yeam from

or she pastyma.ndahalf tma Re-
rican Congress- has attempted to
al honestly and forthrightly with the
brpending Medicare meltdown. .
sWe Put forward w budget that. would
wect; preserve, and strengthen Meds-
r¢ by reducing its unsustaipable rate
f growth, while still allowing for a
althy growth rate.
We did not claim that our plan was
rfect or that it solved the loeg-tarm
gblem . But it wag a real attempt to
alinviate & orisia that will immediately
k- impaoct 37 rnitlion senlors and disabled
Americans; and will have repercussions
on tens of milliony more.
‘In May 1995, T called for a bipartisan
Comumission to be set up to. save Medi-

S o1al Security. Unfortunately the White
i House dismissed the ldea and decided
to attack Republican plans to save nhe
Medizare system.

That is why I rise today to mt;roduus
the Medicars Restoration Act $¢ estab-
lish & blue-ribbon bipartisen advisory
commicesion to help deal with this cori-
Big.

In my view, Ieadership mea.ns more
than just talking - about probiems. ‘It
also rmeans. doing Bomething to solve

This Commission will be responsible
or'reviewing the current, short-term
amd. long-ternt condition -of. the. Medi-
“Pyust fands, The Commission will
ompoged: 0115 members appointed
vithe FPresident, Senate, and House of
esentatives. The-members of this,
pCoimisaion wﬂlbefmm ‘hoth political
fparties,; becaunse - 1618 clear (1:% me thas if

5 tzﬁmh,-ﬂh o
ah, according to thé Con- -

an pndeniable fax:.t; that the Re-
L proposal -allowed  Medicare
" per benefielary” to . {ncrease
“per. person to :7,200 per per-
deﬁiable fs.ct that in

>

'8]10.{1

! Bepubuca.ns for slashins’
<Medic;ms :

care gimilar to the one that saved 8o-

' - 'Rastaration Act'of 1998"

HOFA-DLIGA
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And when the Preatdent was asked,
not long sg0 -4t & news conference, wWhy
he continued to. use these terms even

though they are not true, his response
was essentially that the medm made

him do1t.

With the release of the \:rusnee 8 re-
port, the inssbapable conclusien s that
while. the. rhataric {lew, Medicars was
put at further risk.

And those who gay that talk is cheap
should know that 18 months of mis-
leading rhetoric may have gained one
side points in the opimion polls, it also
put Medicare another $90. bilncnapluz in
the red.

_The bottom line ig that the 87 million
Americang who depend on Medicare de-
sarve better. Future genarations of
Americans who. will need Medicare de-
gerve better.

1 eall on the President to come for-
ward and support this bipartisan com-
mission 50 wo can preserve the Medi-

‘eare Program and to join with Repub-

lHcans on a bipartisan basis, as I have
propoaed before, to address thix very
gerious problem.

I send the bill to the desk and ask it
be appropriately referred. It i cospon-
gored by Senatars ROTH, SIMPSON,
PRESSLER, . HATCH, CHAFEE, and MUR-
EOWBKI, who are on the Ssnate Finance
Comumittes.- 1 cartainty welcome addi-
tional cosponsors on either aide of the
aisle. This will be-a biparnsa.n oomm15~
sioun. .

Mr. Presiaant. I ask um.nimom con-

gent that-the' vext of. uhe bl be prmbed ’
'1n~ the REGORD. . * -

“There heing no ohjecnion. the' bill was
ord.ez*ad tobe printed m the RECORD a8
follcws- : ;-‘:

. sme

- Be iwmciedby the Senate and Hom afRs;r )

resem!atwea of:the Hniwd Stam or ma- m

- Congrass-assembled,’ ; o

M‘!ox L snommm :
g Acamy be:. cu.ed,as the

"Brfediégi-e

L mro “1g. esca!ﬂiahed o commissicn. . be-‘
: kuamtas thi ' Namﬂ Cwmniaai‘ﬁz au"t(ed.l-

" oftue Boolal Security Act provides essential -
" health csre {nFurance to this Nakon's snier
ciuzeas And o’ Individials witb. diasbilities; -

" (2} the ‘Federa] Hospite! Insurance Trust’

JFund will be bankrupt {5 the year 2001, and
_.laces eéven greater Bolvancy protlems in the

long-run w*nh tho agmg of che baby boom
ganmtion,. Do 3 . .
. (3) the mawfm ‘of . 'nhe mun; funds of the

‘.mediwe program have reportéd thag grawth:
o spending  within:.the Fedaral Supple-
.. mMénwry" Memcal“lnmmee Trwst E‘nnd is .

o (4) expcmn'c;us

restore the Hadal Yéalth of the medicars pro:
" gram and o’ ‘matntatn this’ Nation's commit-
mant’. ‘to $entor tizans ard m mdividusla
wfm diaebilitias: B .
.§EC. 4 DUTIES OF THE commssmn.

‘The Comimnisgiod shall—~

a) revlewnlevant amﬂyses of tha current,
short-term. ‘and’-longstarm financial condl-
tion of the Federal Hospital Insurence Trust

. oate ita headquarters in the Distriet-of Co-
. lurohda,” and aml meet_ay the ;call. of

N (n LY
) Nat.:taum $hAD 16 d6ge ATer Al

© the Originﬂ.‘! apnointmant m*ms.deho&lsse

-+ (1) the medicare Srogram under t:ma XV’m,

2026308168 P.oS
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Fund.and the Federal 8upvlemannary Modi-
eal Ipgurance Trust Fond mmar f-me Xvim
of the Socia]l Seourity Act; - -

.+12) }dentity prohlems that t.mm.son mo sox.
vency of such-trugt funds; .

(3) analyre potential: solutions . to ‘such
‘problems that will both assure the finangial
integrity -of. the modicare . program under
such titles and.the provision of- l.mopriaw'
bene{its under such program;

(4) make recommendations to restore me
short-rangs 4nd loug-range Bolvency of the
Feoderal Hospital Insgrance Trust Fund, to
provide for surtainable growth of the Supple-
mantary Medieal -Ingurance Trost Fund, and
on related matters as the Comunission deems
appropriate; and -

(%) review and analyze such other matters
as the Commiesion desms annmprmbe
SEC. 5, MEMBERSHIF,

(3) NUMRBER AND APPOINTHENT. —Tne Com-
mission sh.sn be compozed of 15 membcrs. of
whom—

(1) five shall be appointed DY the President,
of whom not mare than 3 ghall be of the
sams political party;

(2) five ghall be appointed by tne Majority
Leader of the Senata, in consnltation with

_the Minorivy Leader of the Senate, of whom

1ot more than § shall be of the same polit)-
cal party; and

(3) five ahall be appointod by the Speaker
of the House of Representatves, io congults-
tion with the Minerity Leader of the Houne
of Repregentatives, of whom not more than 3
ghall ba of the same political party.

(b) COMPTROLLER GENERAL.~The Comp-
wrolier General of the United States shall ad-
vise the Commission on the methodology two
be used in Mdentifying problems and analyz-
ing potentdal eolnt!.ons in e,ccorda.nce with
sactiom 4. . ’

(c) TERM OF. Ammz:m--—?’ne membe_rs
shall garve on:the Commiaamn for t,he life of
the Commission. .

(d) MEETINGS. —‘I'he commm&ou ahall m»

v Sl
of the Commission arwaTpointed Buch frfi

than 30 days 8:&81‘ t’be Cammistﬁon 18 given .
notice of the V&C«&UOY Iy ;
[43) Cmmmmom-umbem u! tlm eom

mission ghell rocelvd no sdaitional payal’

lowances, or benelis by Tesagn of. thei: serv-
ice on the Com;nlmon, - e

1) EXFENGES—Bach member o{che C‘,om-
msesion hal) recéive travel expensas and per
‘diem n leuw of, subalstance o @ocordance -
with sections: 5202 usd 5703 or tzitle 6, Umzed
States Code:
‘SEC. & STAFY m SUPPOm' Bm'xcm.

- (8) DIRBCTOR.~—~ 'L 1

{1} - APPOINTMENT. —Upcn conanlcamqn with
the members of the Commission, the Chalr-

" person shall & msa.uuecwrafmacom--
isneededlu ardar m» . ppo e

missfon, - e
2) Cmmmsauox.—m Dimctor a!zall be
patd the rate, of ha.xic Iy for leval v of t.he~

Executive Schedu!e- R
(b) BTAFF.—WIth the appmval of thes Com‘v
mission; the Director may appelint such pert
- sonnel ag the Director considers appropriate.
{¢) APPLICARILITY OF CQIVIL SERVICE LAWES.—
The 8taff .of -the Commisalon shall be . ap~
pointed without regard W the provisions of

[
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ttle 5, Ummd Btatos Code, governing ap-
- pointaneuts in the competitive sarvice, and

shall, be paid without regard to the provi-

=fong of cbapter 51 and subchapter- I of
. ¢hapler 58 .of Buch title relating to olaggifica-
. tlon and Oenaral Schedule pay rates. -

- {(d) EXPERTS ARD CONSULTANTS.~-With t.:hcf
spprovsd - of the Commisaion, the Director

‘may procurs | temporary - ind Intermittent
services under section msm ot t:r.!e 6 Un!t,-
od States Coda.

(e) STAFF OF FEDERAL AGENCIBS. -—Upon tno
request of the -Commisalon, the hesd of any

. Federal agency may detall any of the person-
nel of such ageney to the Comrnission to as-
sist in carrviog out the duties of the Com-
misgion,

({3 OTRER RESOURCES.—The Commission
ghall have reasonable access to materials, re-
sources, statistical data, and other informa-
tion from the Library of Congrees and agen-
cles and elactad representatives of the execu-
tive and legiglative branches of the Federal
Government. The Chalrpertan of the Com-
migsion shall make requests for such access
in writing when nocessary.

{g) Puvawcar Facirries.—The Adminta-
trator of the Genperal Services Administra-
tion shall locate suitable office space (or the
operation of the Commiasion. The [kellivies
shall serve as the hendquarters of the Com-
migsion and ghall include &1l necessary
equipment ahd Incidentals required for the
proper functioning of the Commission. :
SEC. 7. POWERS OF COMMISSION,

(2) Hearmos—~The Commission raay con-
duct public hearings or forums at/ tke discre-
tlon of the Commiasglon, &t sny time and
place the Cormmnission 18 able Lo gecure falili-
ties arnd witnesses, for the purpose of carry-

- 1ng out the duties of the Commisgion, -

(b) DELEGATION OF AUTEORITY.—Any mem-

. agent of the Corturiigaion may, if au-
thordized by the Commission, take any action .

" the Commiasion 1a authorized to taica by thls
section.

(e)- GIPTe, RRQUESTS, AND Dmsss‘——‘rnr'

. Comimiseion May acéept; use, and dlsposs of
£ifts, bequasts, or devises of services or prop-

,.an:y “both real 6nd personal; for 1he'purpcse. . .

HCFR-CLIGR
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fund- will be bankrupt earlier than ex-
pected. In:fact, the trustees, of which

three -of the six trustess are members.

" of President Clinton’s Cabinec indicate
that the trust’ fund ‘rosy ron” éut of
money a8 early as calbndar year 2000.-

- Senator DOLE's propusal 15 consis\:ent

with the recommendatiguk of the Medi-

care trustees, The tmatees recommend:

* = * the establishment of ‘s paticnal advi-
sory group to examine the Medicare Pro-
gram. The advisory group. would collect and
dissaminats inf{érmation aLd belp Gevelop
recormmendations for effsctive sclutione to

the long-tarm ({ipancing probiem. Thiz work .

will ba of critical importance to the adminis-
tration, the Congress and the Amsrican pub-

li¢ in the extensive natlonsl discussion t:}mp

any changea would require. . .

We are now 2 years closer to insol-
vency of the Medicare trust fund than
we were 4t this time last year. We lost
a8 year trying to address the problem,
and the program is 1 more year clozer
to bankruptey than we expected. Yet, I
regret, we are miles away from reach-
ing an agreement on a solution.

Given the very short time that Medi-
care will remain solvent, and given the
large number of baby boomers who will
be joining the Medicare Program in
Just a few years. we cannot afford more
delay. 1t is time to puf politics aside
and find a solution, )

"What is happening to.the Medicare
trust fund is pretty- basic. The program
is paying out msre than it is taking in.
This simple dynamio, 1f left nnchacked,
will léad "Medicare” to “bankiruptcy in
less ‘thad & years  And; “simply- put,
bankruptoy Of the. trust-fund means
thére will riot be'money to'pay the hos-

.pita.l Bills aof our, Senior &itizens and
“dzsa.hled individuals relmnt on Medi-
. A?ain. *I beueve 1t_i£~ume o put poli-
-tics\a.aide A ‘MBdicare. ‘Riform Comris-
-giow 18 an: Hmportand tep in the Tight
-‘direoﬁion to”bringmgjmg'ether 8 bipars

- . tisad, lastlng dgreemént-‘on resolving

Not later.than June. :353 199?,

. - Tha Cmnmimion.ahall.'benniﬁam on~the. -
: ﬂ'ds.tewhichis%daysa.ﬁe. the date the Com- 3
" mission sobmits {ts report’to tha Preaideur.

'I'he Secretary of H«a.lt.b &nd Huma.n Sew-
" 'Y08. 5uall DTOVIAE 10 the Commission, out.of -
: fands otherwise avaliahle to.such Sacmmrg B

mmnmnwmm

the
ziy.trpom of the Comms.ssion_ BN

‘ét")sponmr of legisla!:lon inmdnced ‘by

7<Accnrd1ng co the Medica.te t.rus.,ees
| report releused last Wednesday; June §,
“the Medicare ho<p‘.t-a4 insuradice hrust

'Imelmmtiqnalc

’10:: anm submzr, 2 repora ©w- ‘the. ‘President’ ;

‘Medicare's fiscal brisis. .
Grnmies] n'on So-
S Reform. Wis :an essehtial

'bankrupt;oy ‘o'z So0dialirSecnrity .-

- 1983 Commiasion'bmught together. ppo-
‘ple’ in & codperative bipartisan epirit.
: -"x.he,work" f-.fnhe Commis-

‘quires etion, We ca.mzot b a govem-

- ment of empty: pmmisas We must .re-
- store:Medicare’ to robust health for our
. children &n our,g*s.ndchildfen

f is.nd Provide: t‘nat(ips recommendamons,
.o .be g}ven expeditzad cbn&ideration m.v
“itha:majority leader to edtablish’a Na<. - - uIe :

,'ftionzl Commission -on, Medlca.re Re- ;

tratfon:” .-
, THE Bxpm»: ;

. COMMIBSION ACT OF 1956 -
Mr. DOLE. Mr. President, PR pw-
‘pare to leave mh institntion.in whlonh T

.core of whit hakés Am

c-lzing';ﬂie then- lacxmmg :
‘thorities in otr tradé luwg

. in the Rmon.o

‘follows

2826908168 P @6
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have -served for over 35 Years, 1.
mindfu} thst;inmmywaysthepl
has lost confidence in the ahil l&
legislators to ropresent their mnems !
not, gpeclal intarast.s e "8

- Weé should Hot altow this to g;omm

Representative Democrasy; Iounded on

fair and competitive ‘elections, s at the

ﬁl‘im ma‘c
Yet, concern over how we finance olac.

tions thraatens to erode’ the trust the
American peopls have In our elected of.
flcials.

As my colieagues know, Congress has
tried repeatedly to mppla with thie
issue and largely. falled. However, ]
continue to believe that the very ns.
ture of the problem mskes it difficult
tc resolve in the normal give and take
of the legislative process, |

In 1980, for exaraple, Senator Mitchell
and 1 appointed a six-rmember commis-
slon of outside experts to look at this
issue and report back to ug, but the re-
port was unfortunately 1g'nomd by Con-
gress.

I suggested in 1834 and repeatedly
since then that a similar commission
be constituted %o report back to Con-
gress, but with an important dif-
ference. This time,. the report should be
in the form of recommended legislative
language which provides a selation and
Congress. should have an opportumty
for an up and down vote. - _ ..

" As my-colleagues Know, both Presi.
dent Clinton and Speaker GINGRICE en-
dorsed & similar concept last year wben

. r.hey mat:in - New, Hs.mpaml*e

I therefore ‘send:td.the desk éu bill

_that esaa,b!.uahea &n.elght-memher com-

mission of. outaide sxpearts, -They. would
have the:broadest possible mandate. to
think through!this; problem, come up
with" aolntiom.and;mm Jack o' Con-
gress not more than S0 days after me
convening of thé: &oét.hﬁangmssv v

- The comimission Swill send" Congra-s.s
legislative 9 languiage) i for"
ommendations; —dn which
bers a.gree ‘Con

ven:}nem~
8 will Sonatder-those

oedires ‘that-mirror (the fast tric ‘»au-

21 knowsmy cullea.guea“wm be grap-
pling with ‘this: fssils Bodn. However, 1

" believe that it womlad: ﬁgmtﬁer |03 !;b,ke‘

this Jssge . out ‘bf~w
auper*hes.ted
eliow a bipartidansd
veloped that Congress'canrot ig-nom
Mr_ Prestdént I a5k un&nimons con-
sent thet the text of c‘he bm be pnnted

" Thers “bemg no obsection. the bm War
ordered to be_printed 41 the, RECORD as

Bc::smctedhutheSwtem mwe Rér;?’

" resentatived. of the Unifed States : ‘A}nsnazfn

Congress axswbled
szcnoxt&uoa’rﬁn.&.- :
" This Act may be, ofted.

B B -
'~-'£‘ammlgn Prac:icea Commimmu Act " of

* There 1a estabiished & ‘comamission tobe
‘Knows a3 the, “Bipartistd Comfifgaion- 09

a7TAaL PLab



. Wusrssuo IDien - = Aoy r"}\m. CAKKY g one

W\&J\M
FROM THE OFF ICE OF
- Senator Damel Patrick MO an

New York
FOR IMMEDIATE RELEASE ' "C'ONTAéT ‘Mike Waterman
- Thursday, October 31,1996 N (202) 224-4451

STATEMEN

* ON THE FUTURE OF MEDICARE

I would be honored to serve .on a bipartisan commission on Medicare in any
Administration.” Senator Rockefeller and I proposed such a commission in the
Senate Finance Committee in September, 1995, but lost on a party line vote. More
recently, in the second Presidential debate, President Clinton called for a
“bipartisan gmup to look at what we have to do to save Medicare “when the baby
boomers retire.”. Now Senator Dole has proposed a hipartisan commission to go
directly to work. .

And so0 a certain copsensus emerges as to how we might proceed. All to the
good. '

In the meantime, the President has proposed measures that would extend

' Medicare solvency by 10 years. This is a pressing matter to be addressed directly
- in the next Congress. .

- xen
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MEMORANDUM

TO: Interested Parties : October 28, 1996

FROM:  Chris Jennings
‘ Jen Klein
SUBI: Treasury Department's Monthly Report Shows Improvement in the Status of the

Medicare HI Trust Fund

Earlier today (Monday), the Treasury Department released their monthly report on the
financial status of the Medicare HI Trust Fund. In short, the Department concluded that the
status of the Trust Fund for the month of September is about $4 billion better than what was
previously projected for this time period by the Medicare Trustees in June, and $3.2 billion .
better that what we projected it would be in the mid-session review in August.

It remains unclear exactly why the Trust Fund projections have declined so much and we are .
still reviewing the reasons behind it. It is likely to be related to a late provider payment in
August that reduced the September liability, decreases in health care inflation and increases in
cmploymcnt — and thus increases in Medicare payroll contributions. Having said this,
there is still an operating deficit of $4 2 billion —- greater than any deficit in

recent years :

The chubhcans on the Hill are trying to use this report to bolster their position that the Trust
Fund is getting worse every day and we have done nothing to "save" it. Although the press
will inevitably use this as another excuse to hit us a bit, the print media (NY Times, USA
Today, and Washington Post) seem to be mostly reporting that the real news the Repubhcans
are ignoring is that the Trust Fund seems to be i 1mprov1ng :

Our position on the release of this and every monthly Trust Fund report is that no one should
read too -much into these reports. And no one should use them in an attempt to needlessly
scare the elderly into believing that bankruptcy is imminent. With over $125 billion in
surplus, it is simply not the case. Monthly reports represent little more than a picture in time
and frequently do not reflect overall trends. [More to the point, in the absence of Medicare
reforms, the Trust Fund will always —— over time -- get worse; as ‘such, we have chosen to
downplay even good news reports].

Attached is a one page set of talking points for your use. Please don't hesitate to call us at
456-5560 with any questions. :



STATUS OF THE HOSPITAL INSURANCE TRUST FUND

In September 1996, the Medlcare Hospital Insurance (HI) Trust Fund fared
better than projected.

. The September Monthly Treasury Statement shows that the HI trust fund
~is about $4 billion better off than projections by the Medicare Trustees
(June) and $3.2 billion better off than estlmates by OMB in its Mld—
Session Review (August). |

In no way should this information be used to scare Medicare's 38 million
elderly and disabled into thinking that Medlcare will not pay their claims.

e Over $125 billion remains in the Trust Fund. There is no 1mm1nent
danger that clalms W111 not be paid. :

1Although the report is encouraging, it does not reduce the need to work
together on a bipartisan basis to strengthen the Medicare Trust Fund.

~ From the start; President Clinton has taken action to strengthen the
Medicare trust fund.

e The Pres1dents 1993 Economic Plan extended the hfe of the Trust fund
: by 3 years -- without a single Republican vote.

. The President's balanced budget guarantees the life of the Medlcare trust
fund for at least a decade from today.

. The President's proposed Medicare reforms give beneficiaries more
choices among private health plans, provide more preventive health care
. benefits, attack fraud and abuse, and cut the growth of provider payments
without raising the Part B premium to 25 percent of program costs.

What are 'thereasons behind this decline? [USE ONLY IF PRESSED]

The reasons for the Trust Fund's improved status are unclear but the
“improvement is likely related to the improved economy and the overall

reductions in medical inflation. However we are still rev1ew1ng all of the

reasons.
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 Status of Hospital Insurance Trust Fund

- As’anticipated, the Hospital insurance (Hl) trust fund expeﬂenced a cash-
flow def citi in August 1996. ~

i

. The August Monthly Treasury Statement (released tddé’y) shows that the HI trust
fund had total income of $8.1 billion and tota! expendxtures of $11 4 bmaon for a
deflcxt of $3 3 billion. : «

The status of the Hl trust fund balance is In line with the estlmates released
in th:s year’'s Trustees Report and the Mld-Sesmon Rewew :

. .For the 1996 fiscal year to date the trust fund has a cumulatwe deﬁcxt of neariy $6
- billion ($5.88 bilhcn) .

e Inthis year s Mid-Session Review, the det" Glt for fi si:a | year 1996 w?és éstimated to
be $6.9 billion, lower than the correspondmg $8.2 billion ast;mate shown inthe 1996
Trustees Report : . :

'In no way should this mformatlon be used to scare seniors and the
dlsabled into thinking that Meducare wul not pay their claims.

. Over $123 billion remains in. the Trust Fund There is no |mm|nent danger that
clalms will not be paid. - ' ,

" From the start Presldent Clinton has taken actlon to strengthen the
-Medicare Trust Fund. . 4

o The President's 1993 Economic Plan extended the life of the Trust Fund by 3 years -
- without a single Republzcan vote.

e The President's Health Care Reform Plan wouid have extended the life of the Trust
\ Fund by another 5 years. - : :

¢ The President's balanced budget guarantees the llfe of the Medlcare trust fund for at A
least a decade : .
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HI Trust Fund vReport'for September/
- FY 1996 End-of-Year Report

Bob Donnelly®
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Please sign
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With informational copies for:

HD Chron, HFB Chron, HFB
Medicare, Barry Anderson, Ellen
Balis, Jill Blickstein, K{e\ith
Fontenot, Chris Jennings

Phone: 202/395-4930
Fax: ~ 202/395-7840

E-mail: donnelly r@al.eop.gov -
Room: #7002

The attached charts (Tab A) display data from the Monthly Treasury Statement on outlays,
revenue, and change in the balance of the Hospital Insurance (HI) Trust Fund, including
September and end-of-year data that will be released on Monday, October 28th in the Monthly
Treasury Statement for September.

The HI Trust Fund posted a $1.804 billion surplus for September, resulting in a total
loss of $4.182 billion for FY 1996. This shortfall is less than predicted under any of the
alternative assumptions presented in the Trustees’ Report in June, the President’s FY
1997 Budget and MSR, or CBO’s March baseline.

Note that, although the HI Trust Fund’s FY 1996 losses were less than expected, the
losses were still the largest in the Trust Fund’s history. Discussions with HCFA’s
'Office of the Actuary indicate that this new information will not move the Trust Fund’s
expected insolvency date from FY 2001

12:23 pm October 22; 1996 C:\WORK\WP\RD\SEPT,HI‘ ‘
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Monthly Performance in September : ,
Surprisingly, September was a good month for the HI Trust Fund Outlays were consistent. w1th
) previous years’ experience at' $9,713 million, while revenues were higher than expected at
$11,517 million (probably caused by high employment- tax revenue) The combination of these
. outlays and revenues yielded a surplus in September of $1,804 million. The fiscal year-to-date
. HI Trust Fund deficit at the end of September was $4 182 mllhon (down from a deficit of $5 986
. mllhon at the end of August) :

As of the end of September the Trust Fund’s balance was $125 805 mxlhon

N Performance for FY ] 996 Compared to Trustees’ Report Pres:dent s Budgez‘ MSR and CBO

- The following table compares the actual FY 1996 HI Trust Fund Deficit to the predictions in the
1996 Trustees’ Report, the FY 1997 Presuient s Budget the’ Mld-Sessmn Rev1ew of the FY 1997

- Budget, and CBO’s March basehne o .

FY 1'926 HI Trust Fund Deficl

($ in mllhons)

©Actual T saas

FY 1997 Pre51dentsBudget o . .$6,100 |
‘”>"FY1997MSR P '; B ‘;"5‘5.,900‘ S
CBO March Baseline - - L K ’$'77’200“ . ‘
L Trdétees’ 'LowCos't Aesumptionsg - B SS?OOOT g
o Trustee_s? "I‘ntennedi‘,ate Aeeumptions o ) $8,200 :
) ‘Trustees’- High Cost Assumptions o $8,6OO

; As th1s table shows, the HI Trust Fund’s actual perforrnance in FY 1996 was better than anyone
‘ ‘predlcted although the Trust Fund st111 lost more money than in any prev1ous year

Please note that the above table compares actual performance to forecasts You may recall that
last year the Trustees predlcted a surplus of $4. 7 bllhon but the actual expenence was a $36
rmlhon Ioss S .

Although lower than expected, a $4 billion loss is Stlll a substantial, and losses will continue
~ 'to accumulate over the coming years. Furthermore, discussions with HCFA’s Office of the

- . Actuary indicate that this new information is ‘unlikely to extend the projected msolvency

date of the Trust Fund beyond FY 2001 (as forecast in the Trustees’ Report under their
. mtermedlate assumptlons) N
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FY 1996
FY 1995
FY 1994

FY 1993

Actual Change

FY 1996 - FY 1995
% Difference

Bt e e en o kA i 5 bttt |

Change in HI Trust Fund: September 1996 Report
- Comparison of 1996 Monthly Performance to Previous Years
(S in millions — FY totals may not add due tq,_rounding) S

Oct.  Nov.
917 (1.236)
@60)  (718)
(838)  (879)
(1,000) 261

(1,657) (518)
637% 2%

Dec.

3,900
4,266
3,406
4,128

(366)

9% .

Jan.

(614)

577

@n
671)

(1,191)
-206%

"(1,400)

Feb. vMélA'ch
(1,230)
(2,601)
(2,076)

(3,151)

(1,308)
(1,018)

(1,751) 1,3M
125%  -53%

(1,416)

April ‘

4,685
4,167
2,595
1,035

518
12%

May .

6.612)
2,670)
831
43

(3.942)
148%

June

6,766
3,559
5,455
4,807

3,207
90%

July  August FY Total

'3,271) (3,289) (4,182)

(683) (3,153) (37
(1,138) (1,393) 3,425
(1610)  (826) 3,693

(2,588) (136)
379% 4%

- 5000 4

$ in millions

©1,000°

Change in HI Balance by Month, FY 93-Present

3,000

{1,000) 2

{3.000)
{5.000)

(7.000)

~—&3—FY 1996
-&—FY 1995
——FY 1994
—¥—~FY 1993

10/21/96 8:25 PM
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FY 1996
FY 1995
FY 1994

R

" Change in HI Trust Fund: Séi)témber 1996 Repo‘rf o
Cumulative Comparison of 1996 Performance to Previous Years

8 in millions — FY totals may not add due to rounding)

Oct.  Nov. Dec. Jan, _Feb,- March  April May June

1917 (1,236) 3900 - (614) (3,151)

(1230) 4685 (6,612 6,766
(260)  (718) 4,266 $77 (1,400) (2601} 4,167  (2,670) 3,559
(838)  (879) 3,406 Q7 (1,308) {2076 2,595  (831) 5455

T July  August FY Total
G211 (3,289) 1 @182
©83) (3,153 e)
1,138)  (1,393) © 3,425

Changes in HI Trust Fund: FY 1994 - Present

(3,000)

. (5,000) T

7,000y 1.

10/21/96 8:25 PM

Page 2
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HI Trust Fund Balance: Sébtember 1996 Report ..
Comparison of 1996 Monthly Balance to Previous Years
(S in millions) Y ‘

’ Agrii ) Mnx June

July-

. Actual Change .  Nev, - Dec. Jan, Feb.  March Augés‘t Sep FY Average
FY 1996 V '}27,495 126,554 131,443 130,649 ,127,583“ 126,072 130,357 124,339 129,890, 127,355 123,780 125;805 127,610
FY 1995 (126,218 128,695 133,541 133316 132,132 129,750 133,765 “131,222 135,559 - 134,013 130,931 129,864 131,834
FY 19%4 125,104 124309 128,804 127,969 126,876 124,645 127,177 126,289 131,599 129,876 129,114 128,716 127,540
FY 1993 119,371 119,993 124,584 123,443 " 122,883 123,040 123,805 (123,626 128,222 126381 125995 126,078 . 123952 . .
FY1996-FY 1995  (1,723). .2,141) ~ (2098) (2667) (4,549) (3.678) (3,408) (6,883) (5,669) (6.658) .(7.151) .~ (4,059)

% Difference 1% 2% “2% 2% 3% . 3% -3% 5% . A% 5% 5% 3%.
Monthly HI Trust Fund Balance, FY 93-Present
140,000
135,000
. 130000 ;
g
= 125000 5 —W—FY 1996
= —A—FY 1995
- ~—3—FY 1994
~3FY 1993
120,000
115,000 )
110,000 - -
Oct Nov Dec. Jan, Feb, Much' . Apil T May Jung’ July August Sept

© 10/21/96 - 8:25 PM
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HI Trust Fund Balance: September 1996 Report

Long-Term Comparison of 1996 Balance to Pr

{5 in millions) '

evious Years

August

Oct.  Nov. Dec.  Jan,  Febh, March April  May  June  July FY Average
FY 1996 127495 126,554 131,443 130649 127,583 126072 130,357 124339 129,850 127355 123,780 127,610
FY 1995 129218 128,695 133,541 133,316 132,132 129,750 133765 131,222 135559 134,013 130931 131,834
FY 1994 125,104 124309 128,804 127,969 126,876 124,645 127,177 126289 131,599 129,876 129,114 127,540
HI Trust Fund Balance, FY 94-Present
. 136,000
134,000
132,000
130,000
128,000
g
E=
B 126,000
k-
124,000
122,000
. 120,000
118,000
116,000 + . 4 + + +
Oct. Jan, April July Oct. Jan, April Tuly Oct . Jan. April July .
FY 94 FY 95 : FY 96 :
.
AN

10/21/96 8:25 PM
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Oct,

HI RevénUes: September 1996 Report

Comparison of 1996 Monthly Performance to Previous Years
. ~ (§ in millions) ' :

WO

FY Total

$ in millions

17,000

15,000 -
13,000 1
11,000

9,000

Oct. 4
Nov

Dec.

Jon
Feb. 4

Morch -

April 4

Moy

June
July

August 4 -

Sept,

* Actual Revenues Nov. Dec.” Jan.  Feb. March Ag" ril  May June J_ulx August | Sept,
"~ FY 1996 7,165 8,633 14,202 9,555 7,558 9,180 15,632 8,087 15,646 - 8259. 8,083 11,517
FY 1995 7,574 8224 14,023 9207 7438 8,570 12,847 7,724 14999 7474 7,617 | 9,150
FY 1994 6,594 © 7,127 12,725 7,166 6,888 7993 10819 7,508 14,829 7,538 7,544 | 9465
FY 1993 6299 6816 12245 5500, 6405 7,123 9356 6859 13,366 6,639 6650 | 8,038
FY 1996.FY 1995 (409} 409 179 348 120 610 2,985 363 - 647 785 466 | 2,367
% Difference % 5% 1% 4% . ™% 0% 5% % 1% 6% | 26%
HI Revenues by Month, FY 93-Present
R

—H—FY 1896
~—&-=FY 1995
—>~FY 1994

—¥—FY 1803

10/21/96 8:26 PM

Page 1

123,501
114,847
106,196
95,296

SEPTHLXLS Monthly Revenue Chart



- HI Revenues' September 1996 Report
Cumulatlve Companson of 1996 Performance to Prevmus Years

Page 2

(Sin :mlllons) -
Oct.” Nov. Dec  Jan.  Feb. March Aprii May June  July  August - FY Total
FY 199 7,065 8633 14202 - 9,555 7,558 - 9,180 15632 8,087 15646 8259 . 8,083 123,5.013 E
FY 1995 7,574 8,224 14,023 9207 7438 . §570 12,847 7,724 14999 7474 ' 1,617 114,847
- FY 1994 6594 71277 12,725 7,166 6,888 7993 - 10,819 7,508 14,829 7,538 7544 106,196
FY 95-96
Cumulative ) i ) . .
Difference . .(409) 0 179 527 647 1257 4,042 . 4405 ' 5052 5837 6,303
Cumulative % : . : oL . '
Difference C-54% 00%  06% - 14% 0 14%  23%  60%  58%  56%  60%  60%
HI Reévenues: FY 1994 - Present
7,000 - eeeeeeeeemrommmeeananannraanaeeememmenfhreeaeees i eaaaeaeean e e e e
1 U S G SO U U SO S e S | B | I
(117 S SURRUEUUESF NS 38 SOOI 3 VIS POOUI i RUUUU N & U UURN SN NS 1N SR
w
k5
F1,000 b e
£
<
9,000 doooofooec b o d e b RV e
7,000 f Mt B e e B
5,000 } - - i — — ' :
FY 1994 Feb. June FY 1995 Feb. June FY 1996 Feb. June
Qct. : ' “ Oet, : Oct.
10/21/96 8:26 PM '
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Gross HI Outlays: September 1996,Report

‘Comparison of 1996 Monthly Performance to Previous Years -
‘ ' ‘ _($ in milliens)
Actual Outlaxs' QOct.  Noy, Dec. - Jan. Fe_b; - March April May June July August FY Total
FY 1996 9,082 9,869 . 10,362 10,169 15,709 10,410 10,947 14,699 83880 11,530 11,372 127,683
FY 1995 7,834 8,942 9,757 - 8,630 - 8838 11,171 8,680 10,394 11,440 8,157 10,770 114,884 .
FY 1994 . 7,432 . 3,006 9319 7,193 8,196 10,069 8224 8339 9374 3676 8937 102,771
FY 1993 7,299 6,555 8,117 6,171 7423 8539 8321 7,102 8559 8249 7476 91,603
FY 1996 - FY 1995 1,248 927 545 1,539 1,871  (761) 2,267 4,305 © (2,560) 3,373 602
% Difference 16%  10% 6% 18% 21% ~7% 26% 41%  -22% 41% 6%
- Gross HI Outlays by Month, FY 93-Present
15,000
14000 |
13,000 -
12,000 |
L 11,000 —@—FY 199
£ —A—FY 1995
£ 1000 ~—FY 1994
9000 B —%—FY 1603
8,000
7,000 T
6,000
5,000 : . : : et : ; : : -
| g & & & & § & .2 & = % 3
= : - 2 <
10/21/96 8:26 PM SEPTHL.XLS Monthly Outlay Chart
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, Gross HI Outlays: September 1996 Report
Cumulative Comparison of 1996 Performance to Previous Years
‘ (8 in millions) ' '
Oct. ~ Nov, - D_ec_ . Jan. " Feb. - March © April M J4uneA . Jduly . August FY Total
FY 1996 9,082 9,869 ‘ 10,302 10,169 i0,709 10,410 10,947 14699 8,880 11,530 11,372 127,683
. FY 1995 7834 8942 9757 8,630 8838 ILI71 8,680 1039 11,440 3157 10,770 114,884
" FY 1994 7432 8006 9319 . 7,193 8,196 10,069 8224 8339 9374 8676 8937 S 102,771
FY95-96
Cumulative c .- o ) Co .
Difference o L2488 2,175 2,720 (4,259 - 6,130 5369 7,636 11,541 8381 12,754 13,356
Cumulative % ' . o o ' e . ‘
Difference 159% 13.0% 103% 121%  13.9% 97% 120% 16.1% 109%  136% 12.8%
v Gross HI Outlays: FY 1994 - Present ‘
15,000 ecaneemeenes e RSSO UUUE SISO e e
14,000 foemmcremeoceomeeeeac U SO SIS R e e JUSUIURRY | AU
13,000 “bemmmoeeeceeeeceec e eamneme e e eneas S e JNSESSRUREUSRURUY 155 FSUSSRUUTRRRR
12,000 - B USROS [ SO [OOSR e ae e SR [
;11,0013 BSOSO S SURROR RO T/ SRS SU o\
= [001,/| O USSR W SO e, A N T e g
FFYO00 deeemef\eemeennfo X LN PST SUUPS. W ST Y USRI DAY AU ¥ S ' ST
8,000 4.\ AT T T T s . e
7.000 Jeceeeeeaen R OO OO U SURUUUU e
6,000 4oeeoeeee e e e
5,000 +— ; : : : - — :
FY 1994 Feb. June FY 1995 Feb. June FY 1996 Féb. June
Oct. 4 ot - Oct :
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September 20, 1996 ‘

%? Health D1v1smn ’W‘

Office of Management and Budget
Executive Office of the President
Washington, DC 20503

Please route to: : :
Nancy-Ann. Mm o B
: Decision needed —
Chrlsjennlngs Plense sign —
‘ Per your request .
. _ Please comment ——
Through: Barry Cl endemn \% Q ‘ For your information =
: Mark Mill , L
: ) o With informational copies for
s . . . ot < o HD Chron, HFB Chron, HFB
Subject: HI Tmst Fund Report for Augtlst A ' Medicare, Barry Anderson, Ellen.
s , . . Balis, Iill Blickstein, Keath
Fontenot .
From: Bob Donnelly'’5<.) L " Phone:  202/395-4930 -
‘ . : Fax: 202/395-7840

» E:mail: donnell y_r@al.eop.gov
Room: #7002

The attached charts (Tab A) display data from the Monthly Treasury Statement on outlays,
revenue, and change in the balance of the Hospital Insurance (HI) Trust Fund, including August
data that will be released on Monday, September 23rd in the Monthly Treasury Statement for
August.

" The data for August in the attached charts appear to be the basis for Rep. Thomas’

| assertion yesterday (Tab B) that the Trust Fund would become insolvent in 1999,

instead of early in 2001 as estimated in the 1996 Trustees’ Report published in J une.
You may want share this report with Jack Lew, Larry Haas, and Rebecca Culberson,
who received copies of this news story from Jill this morning.

Based on previous years’ outlay and revenue trends, HFB staff expect that the Trust Fund
will post a shortfall of between $1.5 and $2 billion in September, resulting in a loss of
between $7.5 and $8 billion for FY 1996. This is consistent with the $8.2 billion shortfall
predicted by the Trustees in their intermediate assumption scenario -- contrary to Rep.
Thomas assertion, there does not appear to be evidence that the Trust Fund is performing
worse than the Trustees projected in June. (Note this is based on preliminary HFB estimates -
of income and revenues; these are not official estimatés).

3:36 pm September 20, 1996 CAWORK\WP\ARDMUGUST.HI - _ 1
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As expected, August was another bad month for the HI Trust Fund. At $11,372 million, outlays
were about what was expected from previous years’ experience. HI revenues for August were
$8,083 million, which is well within the range of what would be expected from previous years’
trends. The combination of these outlays and revenues yielded a shortfall in August of $3,289
million. The fiscal year-to-date HI Trust Fund deficit at the end of August was $5,986 million
(down from a deficit of $2,679 million at the end of July).- - :

As of the end of August, the Trust Fund’s balance was $123,780 million.

3:36 pm September 20, 1996 C:AWORK\WP\RD\AUGUST.HI ' B , 2
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Tab A
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" . _HI Trust Fund Balance: August 1996 Report
Comparison 0f:1996 Monthly Balance to Previous Years

(8 in millions) - .

Actual Change © Oet. Nov, ' Dec. Jan, Feb. March - April  May June .Mz August | Sept. / FY Average
FY 1996 . 127495 126,554 131,443 130,649 127,583 126072 130,357 124,339 129,890 127,355 | 123,780 | . 127,?74
FY 1995 ’ 129,218 128,695 133,541 133316 132,132 129,750 133,765 131,222 135559 134013 130,931 | 129,864 131,834
FY 1994 125,104 124309 128,804 127969 126,876 124,645 127,177 126,28% 131,599 129,876 129,114 | 128,716 127,540
FY 1993 : 119,371 119,993 124,584 123,443 122,883 123,040 123,805 123,626 128,222 126,381 125995 | 126,078 123,952
FY 1996 - FY 1995 (1,723)  (2,141) (2,098) (2,667)‘ (4,549) (3,678) (3.408) (6,883) (5,669j (6,658) | (7,151)

% Difference -1% -2% 2% -2% -3% -3% -3% -5% -4% -5% -5%

Monthiy HI Trust Fund Balance, FY 93-Présent

140,000

135,000

- 130,000

=
=
8 <
Z 125,000 3 —B—FY 199
= —a—FY 1995
- —¥—FY 1994
~%—FY 1953
. 120,000
115,000 |
110,000 : - + - +
Oct. Nov. Dec. Jan. Feb. March April May June July August Sept

9/20/96 12:18 PM ’ : . C ' AUGUSTHLXLS Monthly Bafance Chart



‘HI Trust Fund Balance: August 1996 Report
" Long-Term Comparisén of 1996 Balance to Previous Years

(S in millions)

Oct.  Nov. Dec. dan, Feb. March ,.Anril May June July | August § Sept. [l FY Average
FY 1996 127495 126,554 131,443 130,649 127583 "326,072 130,35? 124,339 129,890 127,355 | 123,780 127,774
FY 1995 129,218 128,695 133,541 133316 132,132 129,750 133,765 131,222 135,559 134,013 | 130,931 ] 129,864 131,834
FY 1994 125,104 124,309 128,804 127969 126,876 124,645 127,177 126,289 131,599 129876 | 129,114 | 128,716 127,540
: HI Trust Fund Balance, FY 94-Present
136,000 .
134000 +
132,000
130,000
128,000
= 126,000
&
124,000 |
122,000 4
120,000
118,000 J
116,000 -
Oct. Jan. April July O Jan. April July Oct. - Jan. April July
FY 94 FY 95 T FY 95 .

9/20/36 12:18 PM
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Change in HI Trust Fund:&Augiust' 1996 Report
- Comparison of 1996 Monthly Performance to Previous Years

(3 in millions — FY totals may not add due to rounding)

+

Actual Chang‘é QOct.  Nov. _Qg_ Jam,  Feb. March 'A'Eril .Mavx, June  July 'August Sept. [|FY Total _
FY 1996 C917) (1236) 3900 (614) (3I51) (1230) 4,685 (6612) 6766 (3271)| (3.289) (5,986)
FY 1995 (260) (718) 4266 - 577  (1L400) (2,601) 4,167 (2,670) 3,559  (683) | (3,153) [(L12} (37)
FY 1994 (838) (879) 3406 (27} (1,308) (2,076) 2,595 -(831) 5455 (1,138)] (1,393) | 459 || 3425
FY 1993 (1,000) 261 4,128 (671 (1,018) (1,416} 1,035 (243) 4,807 (1,610} (826) | 246 3,693

FY 1996-FY 1995  (1.657) (518) © (366) (L191) (1,751) 1371 518  (3,942) 3,207 (2.588) (136)

% Difference - 637% 2% 9%  -206% 125% - -53% 12% 148%  90% - 379% 4%

Change in HI Balance by Month, FY 93-Present

. 7,000

5,000 1
3,000 -~ FY 1996
i FY 1985
’ 3 FY 1994
1,000 —FY 1993

" §in millions

{1,000) %

(3.000) |

{5,000}

(7.000)
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 Oct. Nov., Dex. Jan.  Feb, March  April May June ‘July | August

Change in HI Trust Fund: August 1996 Report
Cumulative Comparison of 1996 Performance to Previous Years
(§ in millions — FY totals may not add dqe to rounding) .

Sept. # FY Total

FY 1996 (917 (1,236) 3,900 614) GJ51)  (1.230) 4685 (6612) 6766 -(3271)| (3,289) (5.986)
FY 1995 (Q60)  (718) 4,266 577 (1,400)  (2,601) 4167 (2.670) 3559 (683)| (3,153) | (1.121) @
Y 1984 (838)  (879) 3406 - (27) (1,308) {2,076 2595  {(831) 5455 (1,138) (1393 ]| 4so|| 3425
Changes in HI Trust Fund: FY 1994 - Present
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"HII Revenues: August 1996 Re’po\rt‘

Comparison-of 1996 Monthly Performance to Previous Years.
: (8 in millions)

Actual Revenues % Nov. Dee, Jan.  Feb. March Aprii  May June  July | August | Sept. | FY Total
FY1996 - 7165 8633 14202 9555 7,558 9,180 15632 8087 15646 8259 | 8,083 |l 112,000
FY 1995 7574 8224 14,023 9207 7438 8570 12847 7,724 14999 7,474 | 7,617 [9150 || 114,847
FY 1994 6594 7,127 12725 7,166 6888 7,993 10819 7,508 14,829 7,538 | 7,544 |9,465 | 106,196
FY1993 6299 6816 12245 5500 6405 7123 9356 6859 13366 6639 |.6650 [8038 | 95296
FY 1996-FY 1995  (409) 409 179 348 120 610 ~ 2,785 363 647 785 | 466

% Difference L% % 1% 4% 2% 1% 2% 5% 4% 1% | 6%

HI Revenues by Month, FY 93-Present
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. HI Revenues: August 1996 Report
Cumulative Comparison of 1996 Performance to Previous Years

(8 in mitlions)
. X .. X Total
Oct. Nev. Dec, - Jap. Feb. Macch  April May June July | August Through August | Sept. || FY Total
FY 1996 . 7,165 - 8,633 14,202 9558 7558 9,180 15,632 8,087 15,646 8,259 8,083 112,000 I niz000
FY 1995 7,574 8,224 14023 9,207 7438 8570 12,847 7,724 14999 7,474 1,617 ’ 105,697 |- 9,150 114,847
- FY 1994 6,594 127 12,725 - 1,166 6,888 7,993 10819 7,508 14,829 ‘7,533 o 7544 96,731 9,465 106,196
FY95-96
Cumulative :
Difference (409) 4] 179 527 647 1,257 4,042 4,405 5,052 5,837 - 6,303
Cumulative % i : : ' » ) :
Difference - -5.4% 0.0% 0.6% 1.4% 1.4% 23% - 6.0% 5.8% 56% : 6.0%  6.0%

HI Revenues: FY 1994 - Present
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Gross HI Outlays: August 1996 Report

Comparison of 1996 Monthly Performance to Previous Years .

(8 in millions)

Actual Outlays Oct.  Nov, Dec. . Jan, Feb. March April May  June July | August| Sept. ||FY Total
FY 199 9,082 9,869 10302 10,169 10709 10,410 10,947 14,699 8,880 11,530 | 11,372 117,969
FY 1995 7.834 8942 9757 8,630 8838 11,171 8,680 10,394 11,440 8,157 | 10,770 110,271 | 114,884
FY 1994 7,432 8006 9319 7,193 8,196 10,069 8224 8339 9374 8,676 | 8937 9,006 | 102,771
FY 1993 07299 6555 . 8117 6,171 7,423 8539 8321 7,102 8,559 8249 | 7,476 | 7,792 || 91,603 -
FY 1996 - FY 1995 1,248 927 545 1,539 1871 (761) 2,267 4305 (2,560) 3373 | 602
% Difference 16% 10% 6% 18% . 21% 7% 26% 41%  -22%  41% 6%
Gross HI Outlays by Month, FY 93-Present
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, _ “Gross HI Outlays: August 1996 Report
Cumulative Comparison of 1996 Performance to Previous Years

(5 in millions)

Total .
Oct,.  Nov. - Dec Jan. Feb, March Aprii May June July . Aupust Through August | Sept. || FY Total
FY 1996 9,082 9,869 10,302 10,169 10,709 10410 10,947 14699 8880 11,530 | 11,372 117,969 117,969
FY 1995 7.834 8942 9,757 . 8630 8838 14,171 8,680 10,394 11,440. 8,157 | 10,770 : 104,613 | 10,271 | 114,884
FY 1994 7,432 8,006 9,319 7,937 8,19 10,069 8224 - 8339 9,374 8,676 8937 ' 93,765 9,006 [| 102,771
FY 95-96
Cumulative,
Difference 1,248 2,175 2,720 4,259 6,130 5,369 7,636 11,941 9381 12,754 ’ 13,356
Cumulative % ) - .
Difference 159% 130% 10.3% 121% 13.9% 97% 12.0% 161% 109% 13.6% 12.8%
) Gross HI Outlays: FY 1994 - Present
X1 OO U P PN
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13,000
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-From: BLICKSTEIN_J@A1 @CD@LNGWW ,
“TorLEW_J@A1@CD@LNGTWY . S
“To ' HAAS_L@QA1@CD@LNGTWY -

“To: CULBERSON_R@A1 @CD@LNGTWY
“*To: MIN_N@A1@CD@LNGTWY . .
*To: CLENDENIN_B@A1@CD@LNGTWY

*To: MILLER_ME@A1 @CD@LNGTWY
‘Date: 9/20/96 9:08am : ‘

- Subject: Trust Fund To Run Out Of Money By 1999 Thomas Says
Trust Fund To Run Out'Of Money By 1999, Thomas Says
New information to be released next week indicates that the Medicare Trust

Fund will run out of money by 1989, two years earlier than predicted by

program trustees just several months ago, Rep. Blll Thomas (R-Calif) sald

Sept. 19. ‘
Speaking at a legislative conference sponsored by the National Association -+ -
of Medical Equipment Services, Thomas said information on trust fund activity
for August, to be released Sept. 23, indicates that the trust fund will be

“bankrupt by 1989 ““or at best 2000," necessitating even larger spending |

reductions in program spending than the $270 billion over seven years proposed
by congressional Republicans in the 104th Congress.
The new report will indicate the state of the trust fund “"will be even
worse than we ever imagined,” Thomas told conference participants. The
Treasury Department has been releasmg monthly reports on the trust fund's
status :

“"We need more money than we thought in a shorter time than we thought,”
he said, referring to the amount of savings reductions needed to save the
program from bankruptcy. **Not $100 (billion), not $116 (billion), or $160
(billion), or 5270 (bittion),-but far; far more than that."

-More Extreme Changes Possible

The choices to be made by Congress to reform the program “will have to

be more extreme than they would have had we begun [to reform Medicare] two or
three years ago," he added.
The trustees of the Medicare Trust Fund in June reported that the Part A

- trust fund would be out of money in 2001 or 2000, and recommended establishing
a long-term advisory group to develop long-term options for the program Four .
of the trustees are Clinton administration officials.
Given the state of the trust fund, Thomas said Congress *"should be in the
business of determining the larger structure" of Medicare and leave smaller
issues of how to achieve them to be worked out in consultation with industry
representatives. Thomas said he fears that President Clinton, if reelected,
will attempt to merely ““ratchet down" Medicare prowder payments in heu of -
genuine reform.
Speaking before Thomas, Chris Jennings, special assistant to Clinton for
health policy development, said no matter who retains control of Congress, the
debate over how much to cut from the program will start with the figure of
$124 billion over seven years contained in the administration's fiscal 1997
budget proposal.
Jennings said he expected the administration to first focus on protectmg
the trust fund in the short term, and then turn its attention to reforming the
program so that it will remain viable past 2010, when vast numbers of rehnng
baby boomers will begin to draw on program benefits.
The latter debate “*will be the most significant process since 1983 when
we passed the Social Security Act amendments," Jennings said.

V.
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The admumstratton will use two criteriain the comlng debate to decide .

‘ ~ howto change ‘Medicare, Jennings ‘said. Any proposals will be evaluated on

_whether they strengthen:the trust fund-and in the “"context ofa legitimate -
- policy approach;" he added. Jennings said the administration would not
support what he said was the method taken by Republicans in the 104th Congress
of starting with a spending reduction target for the program and then f inding
. policy to support it.
The administration would try to reduce the annual i increase in Medicare
spending to a figure more closely resemblung the prxvate sector, however,
Jennings said.
Medicare



MEMORANDUM

September 25, 1996

TO: . Distribution

FROM: Chris Jennings and Jen Klein
SUBJ: Monthly Report on Statc of Mcdicarc‘Trust Fund

The Department of the Treasury released a.monthly report on the state of the Medicare Trust .
Fund. As expected, outlays excecded revenues by about $3.3 billion. Republicans,
particularly Ways & Means Subcommittee Chairman Thomas, may try to usc these numbers
to allege our mismanagement of the Trust Fund. Although we have not received any specific
criticisms since the release of the report, this issue may be. raised during the Presidential
debates. ' '

Suggested talking points are attached. Please note that the talking points mirror our response
to similar criticisms in the past.

We hope that you find this informét,ion helpful. If yod have ény questions, please call us.
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 STATUS OF HOSPITAL INSURANCE TRUST FUND

As anticipated the Medicare Hospital Insurance (H!) trust fund
experienced a cash-flow def;cnt in august 1996

e« The August Momhly Treasury Statement ehows that the HI trust fund had
total income of $8.1 billion and total expend;tufes of $11.4 billien, for a deficit
of $3.3 billion.. .

The status of the HI trust fund balance is ir line wi‘th the estimates
released in this year’s Trustees Report and the Mid-Session Review.

Inno way should this mformatxon be used to scare seniors and the

disabled into thinking that Medicare will not pay their claims.
J Over $123 billion remains in the Trust Fund. There is no imminent danger

that claims will not be paid.

From the start, President Clinton has taken actlon to strengthen the
Medicare trust fund. :

¢« The President’s 1993 Economic Plan extended the life of the Trust Fund by 3
years -- without a sing!e Republican vote.

¢ The President’s balanced budget guarantees the life of the Medicare trust
fund for at least a decade. :

« The President’s proposed Medicare reforms give seniors more choices

among private health plans, attack fraud and abuse, cut the growth of
provider payments while holding the Part B premlum to 25 percent of
program costs.



FOR INTERNAL USE ONLY

Monfhly Status of Hospital Insurancé TrustFuAnd, FYs 95 and 96

Total

Fyss icit | HIFund | FY95
October | 129.3 October . -1.917 1276
November - 1286 November. -1.238 126.4
Deéember 132 8 _Dece‘m‘b‘er 3.900 130.3
1 January 1334 | ;januaryi -0.614 1297
February - >132.0 February -3,’151 126.5 -
March 129.4 March | -1.23Q 1253
April 1336 | April 4685 130.0
May 1309 | May . 6612 1233
June 1345 | June 6.766 1301
July 1338 | July -3.290 126.6
August 1306 - | August -3.289 1235
September ;1.121 129.5 September '
Cumulative -0.036 Cumulative -5.988
Total :
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Ms. Carol Rasco

Senior Domestic Policy Adviser
Mr. Chris Jennings

Health Policy Coordmator

- The White House ‘
Washington, DC 20500

Dear Carol & Chris:

How about a consumer-focused health policy for the re—elect:ion‘year? |

Best wishes,
Sincerely, .
_ ~ ,

L Etheredge
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, TheEvolutionOf A New Pafadigm: =

Competitive, Purchasing of Health Care

by

Lynn Etheredge |

The New Competition:
- Dynamics Shaping the Health Care Market

November, 1995



11/5/95

The U.S. health system is in a period of rapid, mul‘ti—dimensional change. Major
employérs have led the way a’way from the traditional health insurance model that
fostered decades of hyper—inﬂétiéri toward a new paradigm of competitive .purchasing of
health care from inanaged systems of care. As this market-oriented strategy has started
to show suécéss, federal and state governments are now considering ways to modernize
 the Medicare and Medicaid programs, v}ith over 65 million enrollees, by adopting

similar purchasing strategies and techniques.

- Within just the past five years, traditional fee-for-service health insurance --
which had dominated US healthcare financing for a half-century -—‘has gone the way of -
the dinosaurs. - Just as billions of years of singlé—‘cell'li‘fe was followed by an
unpreéedented ‘explosior\l of new, multi-cellular life forms (some quite strange-looking)
in the Cambrian Age, so too has this new period seen a burgeoning of new flora and faﬁna
in many local health eco-systetﬁs, and méﬁy new cqmpetitive, coo?ergtive, and
synergigtic reiations, in a ‘changing world where survival (as well.as prosperity) is often
at stakg. Based on ex'perience in advanced markets, e.g. ACalifornia, there are estimates
that 30-40% of the nation’s hospitals beds may close, and fhat 160,000 physi'c’iar;s may be

surplus. 1 .

‘What factors best explaiﬁ these evolutionary trends - and the new selection
processes for survival of the fittest> There is so much interesting, varied and rapid
change within the hospital and physician arenas - an established focus of attention for

health policy analysts - that most attention has been paid to these actors and their



strategie:‘;. We need far more reliable and timely informaéon about such developments
and how well they are working. The view expressed in this paper however, is that
many of these changes should be seen, in broader perspective, as similar to the wild
gyrations (and gradual settling in to new orientations) of a collection of compass needles

set off by the presence of a new magnetic force.

We should note that, on a nationwide basis, most of these chaotic and rapid
changes all tend toward the same end: organization of health care providers (and
~‘insurers) into competing systems of care that are designed to provide comprehensive

health services for a defined population at a capitated payment rate.

Why is this happenihg? The Asuggest.:ion offered in thés paper is that the health
system is responding to a new purchasing parad1gm in which most employers want to
purchase health care from orgamzed systems of care that compete for their preﬁnum

| dollars on the basis of competitive performance in terms of costs, quality/outcomes and
service. * Healfh care providers and insurers are changing because, in this new
environment, they need to do so to attract patients and revenues, or tﬁey will lose out to -

competitors. o - ' '

A view that health care services should be purchased on a competitive basis may
seem a non-controversial idea to a newer generation of health care experts. Indeed, with

some audiences, one risks incredulity when' describing a time when hospitals were

* Competitive purchasing is now widespread in the health sector. Thxs paper focuses on employers (and
,consumers) as purchasers and their influence.

2
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literally paid whatever they spenf and doctors whafeyer-they Billed, a p‘erio‘d when
‘emplojfers and government programs wrote d@en—ended ch'e'cks',‘decade aft(f,r decade, for
double-digit annual premium .increases. Yet this wraditional health insurance paradigm
has only rece’nﬂy ceased to be the U.S norm. In international context, the U.S.
transition to ;i market-oriented health economy is a unique (ané often perplexing)

experiment.

Optimism for the future of i)ei);r purclhasing strategies is now ascendent. Given
the substantial ovefsupply of hospitals, hospital overuse, and excess supply of physician
specialists;‘health' care rﬁay be even more of a “buyers market” in the foreseeable
futare. Yet there are grounds for uncertainty and concern. Health care market
development is still at an early stage; buyers are.often not yet very well-organized,

- well-informed, and effective in their purchésing efforts. Today’s healthcare markets do
not conform _fo designs that leading theorists have suggested are optimal for a well-

functioning consumer-choice market.

In the tradiﬁonal health insurance paradigm;vpz’iyers« of health care réceiveq little
attention. Their role was simply to pay bills. The fbcus of attentidn for heaith policy
analysts was (and still usually is) mostly on health care provider.s;and inside-the-

Beltway and state capital developments. Given fhe_ view expressed ;n this paper - that
purchasers of heéﬂth care are now coming into their own as forces to Be reckéﬁed with in-
shaping the future health system - this paper aims 1~:o make a start at describing the

hisrofy of thése developments and the factors that coﬁld faVorably shape their future. It )

is concerned with two basic questions:



-How did this new purchasing paradigm emerge over the past twent}}-ﬁve years?
-How can the consumers of heah:h care, and those who purchasé on their behalf,
best use their collective $1 trillion of annual healthcare purchasing power to

foster new levels of excellence in health care quahty/autcomes efficiency and
service?

The Development of the Healthcare Market
With the clarity of hindsight, the shift from traditional health insurance to a
competitive purchasing paradigm can be seen as a process that has been going on for

several decades. The following is a brief sketch of developments.

At the start of the 1970s, President Nixon declared that the health system was in a
. state of crisis and proposed a number of measures to address ﬂnaway inflation and the
numbers of umnsured The Nxxon plan for national health insurance, based on
employer mandates, mcluded a natlonal system of hospital and physician prlce controls,
to be run by state governments. At Athe time, the Nixon administration’s health policy
énalysts did not believe that market-based strategies could achieve short-term control of
national health care costs. Nevertheless, the Nixon adrﬁinistration also proposed an
ambitious effort to expénd the small HMO industry, 30 HMOs in 1971, to 1,700 by
1976, enfolling 40 million people. ** This effort was tb try to develop a self-regulating
‘.‘healthcare market and lessen the longer-term need for governmeht regulation of the

health system.

** The inital opton for Medicare HMO enrollment was enacted in 1972:

4



"v’lI“he propogal for nationwide development of a healthcare market, based on'
competltlon henveen HMOs Aan‘d fee-for-service insurance, wns an avnnte garde
proposal, particularly unexneeted from a Repuhlican administration. Today, there is é
tendency to view HMOs as a 'conserv:ati‘ves’“ idea, fostered by Wall Street investors, the
 insurance indnstry, and large eorporations; ‘ But;'- for most of the history of HMQ-like |
reforms (the Committee on the Coets of Medical Cére,'for example, ndvanced favorable
tfiews on “pr'epaidugroup practice” in the 1930’3), :progreslsive reformers. were the‘m.ajor
champrons ‘The AMA and conservatives attacked the concept as a socrahst or |
o communistic challenge to fee- for -service medrcme and the solo physrcran The Nixon
a’dmlnrstranon was influenced by the California-based leadership at DHEW,« who were
familiar with ‘practieal success of the Kaiser HMO; as well as by Paul Ellwood, who
coined the’ nh-rase "Health Maintendnce Organization". What the HMO Act of 1973 |
actually accompdlished is still controversial - many believe lt actually slowed‘the
development of HMOs in the 1970s by 1mposmg beneﬁt package and rating
requirements that made: them uneompentlve in the marketplace but it did merk m‘mal
polmcal interest i in an HMO development strategy In 198() Alam Enthoven s Health
Plan presented a case for stm\cturrng the health system around competltron among
HMOS - managed eompetmon in today s parlance. 2 |

Other health proposals debated in the 19705 also had 1mpact on fature .
vdevelopments, although not necessanly as anncrpated Natronal health insurance
prOposals (1neludmg government price controls), supported by Presrdents eron,oF,ord
and Carter, were not enacted; the national health t)lanning ‘law enacted in 1974 that

. created a continent-wide system of state and local level health planning agencies backed



Y

by “certiﬁcafe of need” laws, was widely considered ineffective and repealed by the
end of the decade; the Carter administration’s hospital cost regulation bill passed the
Senate but failed in the House of Rep‘resentﬁttiveé. From these experiences, the nation’s
* large employers undoubtedly drew the iesson that government regulation could not be

relied upon to deal with their rising health insurance premiums.

~ The 1970s 1egislation‘that‘ has mﬁst pfofoundly affected subsequent healthcare
developments - especially employer-based purchasiﬁg - waé the Employee Retiremen.t
Income Security Act (19745. Indeed, ERISA has arguably been the most important |
health legislation enacted in the 30 yeérs’ since the paésage of Medicare and Medicaid in

1965.

. ERISA was not of much interest to he‘alth' policy specialisté"when it was being
debated, nor until a number of years later. In 1974,‘national health sector regulation
propbsals - national health insurance aﬁd health planniﬁg. legislation - were at center
stage. Most health policy specialists, if the&r heard about ERISA, thought it \r;fas jﬁst
about pension reform. The ERISA legislation did grow out of many years of work by |
pension reformers, e.g. to deal with looting of union pension funds, and the interest of
national employers in having a single national regulatory standard for their benefit plans.
ERISA provided a federal regulatory framework Eor employer self—fﬁnded benefit plans
- and exempted such self-funded plans from state regulation. Its state preemption

language was, however, quite broad and emphatic. /



Section 514:

"The provisions of this (law) shall supersede any and all state laws msofar as they
may now or hereafter relate to any employee benefit plan”

This language carved out seif-inéured health benefit plans from state }egulation,
‘but (unlike the pension area) pfovided\_ little federal heaith plan regulation.
Nevertheless, ERISA had little immediately apparent. éonsequence for the health
system. In '1,974‘, fewer than 5% of emplcyer-ﬁnancéd health insurance béneﬁts were
self-funded. Almost all eniploye’rs still purchased private health insurance policies, and

- states had federallyerecognized authority to fegulate the health insurance industry. . |

. Nevertheless, ERISA altered the calculus of large employers about "self-
~ insurance” vs simply paying insurance premiums. If an employer self-insures, it can
(under ERISA) be exempt from state benefit mandates, as well as from state premium

taxes, and also could use the cash "float” on the money it had been paying to insurers. ™

Following Ronald Reagan’s election, the 1980s saw each of the major payers,
including employers and government programs, deciding to go their own way to deal
with health care costs. Medicére adopted its DRG and RBRVS price contfols, and

states were allowed to de-link Medicaid payment rates from Medicare’s payment rates.

+

**ERISA also limits the ability of health sector interests to frustrate purehasmg efforts by self-insured
. employers through state leglslanon

7



_ In this environment, the movemerit toward business self-insurance progressed
rapidly. By 1980, over 30% of the emplbyer-prdvided health benefits were self-
insured; by 1984, business self-insurance had réplaced about 55% of the group health
insurance business, and hadbeen adopted by nearly all of leading Forfune 100 -
companies. Using these new arrangements - in which sélf—i_nsure}d employers typically
hired a "third party administrator” (TPA) to‘pay' claims - business managers gained
greater insight into their health care costs and cold begin t;j} do-something about them.
“First ‘genera’tio‘n” managed care elements were rapidly addpted‘ by 1eadefship
comﬁanies. In _thé two-year periéd 1982-1984, the percentage of employer plans
requiring a hospital deductible Iﬁore than doublgd, from 30% to 63%, réquii‘eﬁients for
pre-admission hospital appl:ova’l rose more than teﬁ—fold, from 2% to-25%, and the
requirements fo;: hospital len_gfh—of—stay review more than quadrupled from 8% to 34%.
‘The business coalition movemenf‘hel'ped to educafé businesses about health care and to
create a new, supportive culture for employer efforts; by 1985, there wére 140 such
céalitions.3 As the decade progressed,, business purchasers ‘czime to view health care as
" an industry, and to consider new wayé to use their pﬁrchasing power. An exemplary
put;lication from this periéd is the MidWest Business Group on Health's Model ,

Competitive Health Care Purchasing System (1984)‘.

With employer: sponsorship, HMO enrollments, which had risen only from 6
million to 10.8 million in the 1.976‘-1982 peribd, more than doubled in the subsequent
198V2—'1986 period, to 23.7 million enrélleés.~ New models. of “I-najlldg?d care” evolved
.a‘long with traditional closed;pahel HMO:s. Bﬁz the end of the 1980s, health. policy -
analysts needed a lexicon that also included IPAs, PPOs, and POS plans. Employers

8.



began to experiment with arrangements such as the “triple option”: offering workers a

choice of competing HMOs, PPOs and fee-for-service plens.,'

The new employer strategies had traumatic effects on the health insuranee v
industry. For nearly half a‘century‘,, the ~health' insurance industry sold essentially the
same product - traditional fee-for-service insurance - on a grqupi basis. Aided by"

'generous tax subsidies (the exclusion of employer paid premiums from employeé taxable
incomes), the growth of private health insurance was one of the great success stories in

~ the annals of Amencan busmess The populatlon covered by pmvate health i insurance -
rose from 12 million in 1940 to 122 million in 1960 and 189 million in 1980. But, by the
mid-198v()s, the health insurance market was changing radically: (1) employer coverage
was falling; (2) most of the efnployer »market'had switched to self—insurance 3) -
employees were often able to choose individually from arnong muluple competmg
plans, including managed care plans, even thhm a large employer group; and C))
employers often broke up the insurance package into different p1eces, and

' subcon&acted for firms that would do the best job, e.g. TPAs, a separate utilization -
review compeny, bill-audit firms, carve-outs for menfal health .and substance abus‘eﬁ .
benefits, "centers of excellence contracting. Insurers were slow to respond They had”
httle expertise in managing health benefits and dire shortcommgs in most of the

competencies needed to respond to their customers’ new demands.

The 1980s also saw pathbreaking work in studies of clinical practice variations, in
clinical effectiveness and outcomes research, and in quality assurance. These efforts

laid a foundation for the development of protocols, practice guidelines, clinical



pathWays and TQM/CQI techniques, “report cards” and other similar efforts in the’

1990s.4

Despite all of the‘acti\dty, the purchasiﬁg of care did not go well in the 1980s.
The changes did not tL:anslate into slowing of national health care costs. In 1990, when
Paul Ellwood convened a meeting'of health care and health insurance leaders - later to
be called thg Jackson Hole Grouﬁ GHG) - it was from a éense, nét of success, but of
despaill. The nation seemed inevitably oﬁ the course to a government-regulafed health
- system. Ffom the ensuing series of meetings, a Jackson Hole Group prépasal emerged,
The 213?Cehm7y American Health Systern (1991), that combined universal health insurance
coverage with the best ideas of fheori_sts and practitioners for how to structure a
“managéd competition” future for the health syste‘m.‘» In this préposal, accountable
“health plans (organized systems of care accountable for the health of enrolled
populat_ion) would compéte on the basis of cost, quality/health care outcomes, and

service.

The JHG’s ideas for “managed competition’; attratfed broad, bi-partisan support.
among those searching for a centrist alternative between a laissez-faire market and a
government-regulated health system, including Presi.dént Bush and his eventual
successor, President Clinton.5 Ultimately, neither elements of the JHG proposals nor
the Clinton Plan were enacted into law. Nevertheless, the apparent political consensus
for “managed campetifion”, and expectations for legislative actiqn,;héd a galvanizing
effect on health care market development. Energy and funds 'poured. into develdping

“managed care” plans, of many varieties, and employers dramatically increased
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| enrollfnentz in managed care plans, from aboﬁt 30%' in 1988 to la‘70% share in 1995. About
a dozen states also enacted legislation for some version of “health insuyance pufchasihg
cooperatives”, e.g. Florida, Washington, California. The National Committee for
Qual‘ity Assurance (NCQAj launched a nétional HMO accréditationk ihi.tiative‘ a‘nd a

“report card” system for quamiﬁ:ible HMO performance comparisons (HEDIS).

Each of these factors, in turn, fostered other competitive d};namics. Insurers and
providers now need to take part in managed care as a matter of their own survival, to -
protect their own patientVor’bu‘siness base, simply because their competitors are doing |
s0. New plans need to offer very competitive prices to get enrollees, and can take
advantage of the ovgrsupply of hospitals and physi‘cians to do so; in turn, existing-plans

must find comparable economies. In a health system over—inﬂated by years of fee-for-
service, open-ended reimbursements, suich new market dynamics - from» purchasers,
‘intermédiaries, and competitors - ate now producing large adjusnnellfs in a cdmplfessed
time period. | |

\

In sum, the evolution of a purchasing péradigm was influenced by at least five
major factors over the last twenty-five years: (1) ideas about how 0 develop an effective
health care market; (2) pational and state political processes on héalth reform - including ’

‘their successes, failures, and unintended results; (3) economic imperatives for
employers to manége their benefit plans; (4) market conditions (oversupply and
overspending) that created bpportunities for effective purchasing; and (5) successful
entrepreneurs and impl_ementeré, the “doers”, who created a better—functi()nin’g

market. 6
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Perhaps these developnients will one day be said to have been predictable: both
that emp.loy,e'rs would inevitably move to use their purchasing power, if government did
not restrain healthcare costs; and that their efforts would be successful, in a health
system characterized by much excess supply. On the other hand, there were also those
who predicted that markets could never work in health care, or that business and
providers would opt for different, political soluuons, e.g. all-payer rate settmg and

government budgetmg,as they have in other nations.

Over the last twenty-five years, this evolution of the healthcare market has
followed general patterns seen in other sectors of the economy since the start of the

industrial revolution. These changes include:

Demand side . }
* Greater use of market-based purchasing, including competitive comparison of
suppliers on the basis of cost, quality and service;

* Development of both “wholesale” (group) purchasing and “retail” (consumer)
purchasing, with professmnahzed large group purchasers (employers, managed
.care companies) leading the way in pushmg supphers for better cost, quahty
and service;

. Expansmn from local markets to regional (and even national) procurement for

specialized services, e.g. transplants, heart by pass surgery, cancer care.

Market information :
N Increasmg availability and sophistication of comparative quality; costs and
service information; S

. Cooperatxve work by leadmg purchasers and supphers on.standardization of
such measures;

* New enterprises specializing in market-oriented informadon.
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S_ugp_m_
* A move from mdependent cottage 1ndustry ‘organization (solo practice

phy51c1ans, individual community hospitals) toward larger organizations, with. -
economies of scale, and toward more verncally and horizontally integrated
systems; :

* Greater emphasis on managing cost, quality and service, including: use of
professional managers, e.g. physwlan office managers, HMO medical directors;
application of management techniques, e.g. TQM/CQ], statistical performance

- measures, benchmarking, clinical protocolsfpathways, and performance
~ incentives (including rlsk—sharmg),

* Market-orientation, mcludmg active markeUng for custorners, new products,
strategic alliances and strategic posxtlonmg,

* A greater use of capital market ﬁnancmg.

As the nation’s healthcare markets have evolved, so too have views about
competitive purchasing of healthcare services. Today, serious research and discussions
about healthcare markets seem to be gaining acceptance as valid ways to understand the

world, as leading to interesting insights, and as useful for devising effective action.

If one reflects on the current scene, compared to a fee-for-service insurance
mindset of ten years ago, one can sense some of the new paradigm’s possibilities as it has

gained its current acceptance and use by health sector actors.

In a traditional fee-for-service énvirnnment, the role of payérs was simply to be a
financing SOurce; to pay bills. Health care providers held sway Witho_ut serious
questioning or challenge. Hospital boards nassed hospital buéigéts; physicians’
decisions were seldom questloned and physxcxans were usually pald whatever they
dec1ded to charge. Quahty activities addressed mostly essential reqmrements for

licensure, or aimed at outhers Nearly any willing provider was assumed to be
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qualified for reimbursement, ah"d the burdeh of pfgof fell on the payer if it questioned a

bill.

In contrast, a purchasing mindset aatomatically brings a quite different set of
'working assumptions to health care issues, suchﬂaé: ' |

* Quality, price, and service vary; . |

* Competitive purchasing is the best ’Wa}; to get hlgher qﬁality, price ahd Service;

* Value to tha consumer is the bestlmetric for quality, price, and service; ‘

. Supphers should be accountable to consumers and purchasers for the1r

performance

Am(mg .the kinds of questions that have-_beéomeimhre fréquently ask_ed, wlth

greal:er urgency, throughout the health system as the paradigm of competitive- purchasing

* from organized care systems has become dominant in the health care system are:

A Bmldmg health systems: What are the relative merits of HMOs, POSs, IPAs
PPOs, etc.’> What number of primary .care physicians, specialists, hospitals,
and other services are needed for serving a given population? What are the
contractual terms, financial mcentlves, and management practlces needed for a
- successful health system’

Ce Comparatwe performance: Which are the best performmg health plans and -
~health care providers in terms of quallty, costs and service? What.should be in
the NCQA’S “report cards”?

‘. Effgctlvenesgf’gutgomggfvalue What are the best protocols and guidelines for
treatment of different conditions? What is the solid scientific evidence for .
effectiveness of different therapies? What are the best measures for assessing
patlem: outcomes? : :

* Consumer satisfaction: What makes for satisfied or dlssatlsﬁed customers?
What information do consumers want to know concerning health plans and
health care providers? How can consumers make better—mformed choices
among alternanve therapies? : :
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*_Prevention and disease management; Where are there failures to provide
proven preventive measures, €.g. immunizations, or failures to provide good
care-management, e.g. asthma hospitalizations? How can prescription drug
use, compliance, and self—care be improved for individuals with chronic
diseases? -

¢ Managing health care systems: What are the most effective techniques for
improving health care providers’ performance, e.g. TQM/CQI, clinical
pathways? What are best respective roles of primary care physicians and
specialists in the treatment of different conditions? What are the best practlces
in all areas, the benchmarks for competitive performance?

¢

Which of these questions did health care providers ever feel an urgent need to |
answer - and to rapidly implement ans@ers better than their competitors’ - in the world
of traditional health insurance? In what other country, with government priceasettingA
and budgeting, is there such concern and activity around such fundameﬁtally important
questions? Today’s pervasiveness‘, focus, and pace of change in coming to grips with
such issues are mdlcanve of how far our thmkmg has moved, from the mmdsets of past

decades as well as from the mmdsets that prevail in other countries.

‘T.he market development today may be not nearly where payers, consumers and
theorists ;:hink it should be - but one hears no calls‘:by payers to return to the era of
open-ended insurance and double-digit ‘ré:te‘incr’eases. Similarly, a purchasing paradigm
may turn out fo have some of the shortcomings suggested by its skeptics, but would we

want to give up the benefits of the new ways of thinking?

The Future of Healthcare 'Puréhasing
~We are at the early stages of the purchasing revolution. The nation’s largest

employers, as well as large group purchasing arrangementé (CalPers, FEHBP) have little
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question that the market is working for them. Conversely, small businesses with little
individual purchasing clout, particularly in areas in which there is still sparse
“competition among organized systems of care, appear to have seen less favorable results.
The potential consumer role is even less well developed. We know far less than what
we should want to know about how well purchasing strategies can work, for whom, and

their pitfalls.

Recent dévelopmeﬁts have already produced some surprises. For many years,
market theorists thought Kaiser-type, fully-integrated HMOs were the best producg |
now, even Kaiser is. feconsidering_that model and thinking abourt divesting ‘itself of
owning hospitals. POS and PPO type arrangements, with greater consumer choice of
provider, are providing much of the growth in the marketplace. So it is hard to say just

how purchaser and provider strategies will play out.

How can we foster the most effective use by payers and consumers of their §1

trillion of annual purchasing power to better meet their own needs?-
The following three priority areas are suggested for discussion at the conference:.

Whereas fee-

for-service medicine has incentives for overuse of services, capitated payment
arrangements create incentives for underservice. Thus tough accreditation standards -
and competitive performance measures on quality and service - are particularly

important.
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The healthcafe purchas'in'g revolution is now at risk of outrunning its ability to

- purchase healthcare on the basis of quality. Only a minority of HMOS now ha\s;e
accreditation by the NﬁtiOnaI Committee for Quality Assurance (NCQA), and sta;é
regulatory authorities with regard to the managed care industry focus méétly on financial

solvency issues and offer little assurance of quality.

N .
I

“There is now an initiative underway to suppleménf the NCQA efforts via
establishment of the FAcct (Foundation for Accountability) to establish national health
plan reportmg requirements that meet the needs of payers, 1nclud1ng prlvate sector
employers as well as the Medlcare and Medicaid programs. In addition, the focus on
health plan-level data, which is the major concern for employer purchasing, cén

usefully be sﬁpplemented in two areas:

* Consumer-oriented information Employer health benefit managers are
concerned primarily with deciding which health plans to offer for their .
employees, and are thus intérested most in plan-level performance data. But
consumers have different sets of questions, many of which relate to selection
of specific providers. Consumer questions also vary. depending on whether
individuals are looking for a primary care provider or whether they have
part.icular-chronic conditions that require specialist treatment.

* Service-specific contractmg information The employer community has .
already used various forms of “carve-outs” from health plans, particularly -
where it-can be demonstrated that specialized providers can do a better job.
Examples of selective contracting include: pharmacy benefit management,
transplants, heart surgery, cancer care, mental health and substance abuse, and
others. In many fields, specialization has been a proven means to greater
efficiency, higher quality, and better service. If specialized providers, with
various service packages, can compete with comprehensive managed care
plans, usmg standardized performance measures, this will facilitate
comparison shopping, help everyone concerned to identify best practices and
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set performance standards, help to reward first-rate providers, and create
even stronger competitive markets.

2. Promote viglorous qompetitit)n for excellence in serving the chronically ill,b disabled
and high-expense populations Even individuals friendly to the ideas of managed
competitiort atnortg cortip‘eting health plans worry about how well managed éare plans
will do in serving the chron’icall.y ill, diéabled énd’high—expense populations. It ié
sensible to expect that the managed care mdustry will’ compete well for enrolling and
serving the great majority of the population, on which they expect to make money. But
given that a fairly small percentage of the populanon accounts for much of healthcare‘
spending, e.g. 5% of enrollees consume 50% of care, the incentives of health plans are to
“demarket (at least) such populations, on which they will pred1ctably lose money.

As pointed out in a forthcoming article by Stan jones, the comt)etitive health
system that purchaseré, éatietlts and providers should want is one in which health plans
contpete to excel in taking care of ali patients - particularly those who most need good
medical care. Much of the potential‘beneﬁt of managed care probably lies in improving
services for these populations. But today even the best plans are forced to be “in the
~ pack” (at least) so as not to be more favorable to higher-expense populations than other
plans. 7 -

‘e .

The Medicare and Medicaid programs, as well as many employers, have large

potential roles in developing more effective competition for these patitzntsl There are

several approaches which experts studying these issues believe are worth exploring.
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‘e Different blends of ggpltatlon and fee-for-service payments. A well-

calibrated premium payment may not be achievable at the level of the
individual patient. But providers, patients, and employers could be Satlsﬁed
with various combinations of fee-for-service, some capltanon and
performance incentives.

N Servicg-spegiﬁc “carve-out” contracts, PPO or POS features (without
additional cost-sharing) for designated centers of excellence and specialty
providers, Expenditures for those providers would be subtracted from the full
capitation amount payable to a health plan in which the individual were
enrolled. This approach creates ‘an incentive for a health plan to match the
standards of excellence of the best providers of care for chronically ill and
high expense populations since it receives less money if the patient goes out of
network. Employer and consumer are also assured of patient access to the best
care. ,

°Purchasing standards and “benchmarks” for care of the chronically ill, disabled
and high expense populations that can be incorporated into the purchasing
RFPs by large employers for deciding which of the many managed care plans

~they will make available to their employees. If the Bay Area business
coalition and CalPers (as well as Medicare and Medicaid), for example,
required top-rate performance for these populations as the entry price for
being offered to their membership, health plans that aimed to have a large

~ market share would need to meet these standards.

3. §' sreatly expand use of multiple employer purchasing arrangements, e.g. HPCS Small

employer groups (and their émployees) need organizations. like Healthcare Purchasing
Cooperativés (HPCs) to assist their purchasing efforts: These arrangements make |
péssible buying i"'n larg’er volume, with expert advise, to obtain the best cost, quality, and
service. Mal;ket;friendly legislation is essential for the full benefits of a purchasing
approach to be realized by the one-half of.the pépulation working for smaller firms. Forv
the longer term, e‘vén larger employers’ may also find that - if healthcare markets begin to
work really well —«fhey. can move toward defined-contribution arrangements, step back
from trying to manage healthplan competition individually, and let their workers choose

their health plans from HPC-like organizations.
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In this new evolutionary stage, we also need to think clearly about the key issues
of: (1) the “selection” process for the “survival of the fittest” in the healthcare system,
and (2) the competitive criteria it employs. Today, purchasers have an important new

role in these matters. Public policy thus needs to pay greater attention to the question:

" How can we assist consumers of healthcare, and those who purchase on their behalf, to

make the best use of their $1 trillion of annual purchasing power to foster new levels of -

-excellence in health care quality/outcomes, efficiency and service?

Conclusion’
The evolution of competitive purchasing of healthcare, as a national paradigm,
now extends for at least 25 years. Will tough purchasing lead to a better health system?

One basis for considering that question is sﬁ‘ggested by Michael Porter’s The Competitive

'Advantage Of Nations in which he reviews dozens of international industries to -

;ieférmine what factors make for world-class leadership. He ki_devnt:iﬁes four factors that
are essential - in a nation’s home market - for global 1eadership: excellent infrastructure
and productive résources;’ internationally competitive sﬁpplicrs; first-rate competitors
-- and tﬁe‘wé’rld’s most'sophisticated and demanding purchasers. None of the world-

class industries he studied received their revenues from an open-ended, undemanding

.insurance system. Competitive purchasing of healtheare, if it is well done, thus may

prove to be a key to continuously-improving excellence in quality/outcomes, efficiency,

and service in the U.S. health system.
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I would, hke to thank Stan Jones and David Smith for thell' comments on an earlier draft
- of this paper. :

-1 The introduction of evolutionary concepts into economic theory is a particularly
fruitful way to discuss economic change. For recent overviews, see Richard Nelson
“Recent Evolutionary Theorizing About Economic Change” in Journal of Economic
Literature (March '1995) and Geoffrey Hodgson Economics and Evolution: Bringing Life
Back Into Fconomics University of Michigan (1993). Ecological concepts are also apt,

but have seen less integration into economic thmkmg See E. J. Kormondy ggongepgs of

Ecology Prentice-Hall (1984).

2 Martin Feldstein’s idea to create a cé)nsumer—based health care market by raising
health plan deductibles is also still influential in proposals for medical IRAs coupled
~with carastrophic health insurance coverage. RAND’s health insurance experiment, led
by Joe Newhouse, established the importance of consumer market price for’ medlcal
care decisions. .

3 Statistics cited here and elsewhere about health sector changes come from a variety of
sources, mcludmg Hewitt Assocnates, Interstudy, GHAA, HIAA, Foster Hrggms,
KPMG.

4 Among the contributors were Jack Wennberg, David Eddy, researchers workmg with -
- RAND and Interstudy, Don Berwick, and others.

5 Legislation sponsored by Representauve Jim Cooper and colleagues was the leading
bill based on the JHG’s managed competmon design (the Cooper/Breaux bill, H.R.
3222/S 1579)

6 Through the efforts of Dick Sharpe, the John A. Hartford foundation supported a
- number of the leading initiatives to improve the healthcare market.

7 Stanley Jones “Why Not The Best?“ (in process)
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