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Déar Dr. Cohen;

- T am responding to your letter of May 13, 1997, regarding my assistant’s response to
your request for a tcleconference to discuss our audit of physician services provided in
the teaching setting (PATH). Evidently her response was rather blunt, and I’ sorry if
you found it unsatistactory. However, while [ have met with you alone and members of
the Associjation of American Medical Colleges (AAMC) on a number of occasions to
discuss your concerns about PATH,; I do not feel that edditional meetings or. telcphomc
dlSCUSSlOnS would be pmductwe

As you rmght imagine, a number of individuals and organizational representatives,
AAMC included, have requested clarification of this initiative from the Secretary and
me. Rather than respond individually to these requests, I thought it best to prepare one.
departmental response for all inlerested parties. Accordingly, you will be receiving a
letter from General Counsel Harriet Rabb which will address issues you have raised
concerning the PATH Lmtxatxve

Smocrcly

June Gibbs Brown
Inspector: Genelal
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" Severe Mental Illnesses and Managed Care:
Implications and Impact

- Testimony of Laurie M. Flynn, Executive Director, National Alliance for the Mentally Ill

_ before the

’

Advisory Commission on Consumer Protection and Quality in the Health Care Industry
~ June 24, 1997

An estimated 5 million American adults, or 2.8 percent of the population, suffer from
severe mental illnesses, including schizophrenia, bipolar disorder, severe recurrent
depression, obsessive-compulsive disorder, and panic disorder. 3.2 percent of American’
children and adolescents also are plagued by severe mental illnesses mental illnesses.

In the last 15 years, research has wrought tremendous advances in treatment and services
for these illnesses. New medications, which are more effective and produce fewer side-
effects are now available. And support service interventions, such as the Program for
Assertive Community Treatment (P/ACT), have been clearly demonstrated to enable most
people with severe mental illnesses to reside in the community. Indeed, employment
services—particularly supported employment—have been shown to be effective.

The course and manifestation of severe mental illnesses do vary. Thanks to the treatment
advances, for a growing proportion of individuals, appropriate therapeutic interventions
permit the pursuit of a productive and independent life, with limited disability and only
occasional periods of crises requiring more intensive care. And even individuals with the
most severe disabilities look to better levels of recovery than possible a generation ago.

Still, severe mental ilinesses produce a lifetime of illness and disability for most
individuals. Typically striking in adolescence or early adulthood, these brain disorders
severely impact on the productivity and independence of many individuals, by virtue of
their impact on cognitive, emotional, and social functioning as well as the fact that they
interrupt education and early employment experiences.

These illnesses are equal opportunity diseases, striking both men and women, people of all
ethnicity and race, and individuals of all socioeconomic groups. The disabling impact of
the illnesses also poses a large price tag for our nation. Recent careful estimates
conservatively put the total cost of mental illnesses at $136.1 billion (in 1991), reflecting
healthcare costs (e.g., hospitalization, health care provider visits, and medications) and the
costs of morbidity, mortality, and care-giver burden. In fact, people with severe mental
illnesses make up between one-quarter and one-third of the enrollees receiving disability-
related income from the Social Security Administration (in the form of SSI and SSDI).



The momentous changes occumng in both the prnvate and public health care system are of .
obvious concem to people with such chronic and disabling illnesses. Historically, people
with severe mental illnesses were relegated to a public mental health system that was
essentially a system of large state institutions. This reflected both the lack of treatment
options and a private health care system that did not cover mental illness treatment. While
the deinstitutionalization movement in the 1960s and 70s resulted in the ‘discharge of most .
individuals from state hospitals, private sector coverage of those with the most disabling
illnesses did not follow, even with treatment advances. So, today, most individuals with
the most severe illnesses still rely on public sector monies to access treatment and services,
albeit outside of long-term msntutlonahzanon

Changes in the health care system with the most unpact on people with severely dlsablmg
mental illnesses mclude

* amove toward parity coverage in private insurance. The National Alliance for the
‘Mentally I1] has led the effort for nearly ten years to effect an.end to private insurance
discrimination, winning parity laws in several states and at the Federal level. Given the
improved treatments available for these brain dlsorders better private msurance
~ coverage is absolutely essential., ‘ '
& the advancement of managed care. Managed care has tremendously reshaped the
_healthcare system in America and has considerable implications for people with severe
~ mental illnesses. Not only does managed care dominate the private sector insurance
" - (permitting parity coverage to move forward), but it-is now marching through the
public sector. It is important to note that 9pec1alty managed care ‘organizations—so-
called mental health carve-outs—dominate the delwery of mental health care for
people with severe mental illnesses, especially in the public. mental health system.
While the ma.naged care concepts of integrated care and prevention of disability and
recurrence are, in theory, to the benefit of individuals with severely dlsablmg and
chronic mental illnesses, the emphas1s on cost—cumng in managed care is especially
dangerous to this population, which is an expensive one. Because of the potential
benefits of managed care—recovery-oriented care—and the specter of denied care due
to cost-control and profit motivation, NAMI has developed a set of managed care
- principles (see attached “blue card”). :

e changes in the public system. Various changes are occurring in the public mental
health system with large or potennally large implications for people with severe mental
illnesses. As noted, managed care is substantially altering the public mental health
system. The role of states and counties—public organizations—is changing from one
of direct provider and/or administrator of services to one of payer for services. This
means that states and counties must become more expert in contracting for the
administration and’ prowsmn of services to individuals with severe illnesses and must
become more active in monitoring these service delivery systems. -

Managed care is not the only changc occumng in the public mental health system—the
public administration of the system is also in the midst of change, with mental health
directors and departments being subsumed into larger human services and Medicaid
departments within the states. This may mean that influence on decnslon-makmg ~

‘ aﬁ‘ecnng people with severe mental illness is diluted and that the ultimate decisions
concerning this popula’non will be made by individuals who are not very



knowledgeable about mental illness. A final potential change of note includes ongoing
discussion of and movement toward less Federal control over the use of Medicaid
dollars by the states.

~ The evolution of pa‘rity private insurance along with the emphasis on cost control in
managed care and the reduced role of the Federal and State governments make it
imperative that real quality control measures and consumer protections be realized for both
private and public sector health care delivery to people with severe mental illnesses. As
noted above, while managed care systems offer some theoretical advantages, most notably
an eye toward recovery and prevention of relapse, at this point in time the dangers of .
managed care weigh more heavily at this point in time. As with other populations facing
long-term illness with disability, the jury is still out on whether or not managed care can

* (or will appropriately) serve such individuals with complex, comprehensive, and long-
lasting needs. Listed below are some concems expressed by members of our organization
and seen in our own research. Quahty assurance and consumer protections should address
these issues.

s “Micromanagement of care” In our analysis of managed care systems in several state
~ public mental health systems and our survey of managed care organizations, it has

become clear to us that case management is too often simply a gate-keeping
mechamsm that introduces a hassle factor into each episode of treatment seeking. For
individuals with chronic illnesses with multiple needs, this amounts to more than a
hassle factor, but rather is a real road-block to providing effecnve comprehensive care.
And while many of our members report that perseverance usually pays off in these
systems, vulnerable patients without a family member to advocate on their behalf may
be essentially locked out by overzealous gate-keeping. People with severe and chronic
illnesses require a different mechanism of care coordination and access than a simple
gate-keepmg model for each treatment need. Rather, case management truly focused
on gaining access to the full range of care necessary for the individual is needed, as are
patient-advocates in managed care organizations.

® Barriers to medication. Many managed care organizations, be they public or private
sector, throw up access barriers to the new medications so important for people with
severe mental illnesses. By requiring bureaucratic prior authorization processes and -
having restrictive formularies, access to the new and powerful medications for severe
mental illnesses is being barred. There is only one reason for such restrictions—cost-
control. Patients must have unrestricted access to the medications that are most -
effective to them. Patients and their care-providers should make the decnsxons about

" which prescription medication will be best suited to them.

¢ Adequate hospital care. Because hospital care is so expensive, managed care severely
restricts admissions and/or length of stays in such settings. While it is possible and
important to optimize outpatient and community based care, people with severe
illnesses sometimes require hospital care that is sufficiently long to permit
stabilization. Furthermore, adequate community treatment and support may not be a
reality in many communities, making access to hospital care all the more important. .



Decisions about hospital admissions and length of stay must be based on clinical

. factors and be made by the care-provider, patient, and care-providing family member.

The need for authentic intensive case management. Our review of managed care
organizations demonstrate that few intensive case management services, based on the
P/ACT model program, are currently offered. This is the type of service that is
essential to people with the most severe mental illnesses if they are to be cared for
outside of the hospltal setting. A quality program for people with severe mental
illnesses must offer P/ACT programs.

Retention of resources for people with severe mental illnesses. As noted, managed
care is first and foremost a cost-controlling intervention, at least as now practiced.
States are rushing to implement managed care in the public mental health system to
save money. And save money they are. In several states examined by NAMI,
including Colorado, Iowa, and Massachusetts, approximately 30 percent of the dollars
once spent on services for people with severe mental illnesses have been lost. States
have reduced outlays and managed care organizations have absorbed some of the funds
for profit, administrative overhead, and for so-called reinvestment. This loss of
treatment dollars is occurring in both for-profit and not-for-profit organizations. We
know from long experience that dollars lost for care are not easily replenished. Thus,
true reinvestment of resources into.the system of care for people with severe mental

" illnesses is essential as is the public reporting of profits, administrative overhead, and

reinvestment activities in managed care settings. Furthermore, managed care
organizations should report on a periodic basis how many enrollees have severe mental
illnesses, how many received services during the time period, and how many dollars
were spent on these services. Only by putting forward such information will
consumers (not to mention payers) know that people with severe mental illnesses are
not being discriminated against or given too little attention.

A definition of medical necessity approprzate Jor chronic, disabling illnesses. The
definition of medical necessity in managed care contracts is all important in identifying
what services are ‘covered and for whom. It is critical for a chronically disabled
population that this definition extend to the full-range of treatments and services that

_are necessary for the best recovery possible. Afterall, access to support services and

housing are known to effect hospitalization, for example,—in other words they are
medically effective and necessary. While such a definition need not be applied to all
consumers of healthcare, for the disabled, the definition of medical necessity must
reflect the broad extent of their needs:that exist because of illness.

Integration with support services. Oftenttimes, MCOs do not receive funding for such

crucial support services as housing, in terms of rental assistance and/or supportive
housing services, and employment supports. While it may not be fair to hold an MCO
accountable for the delivery of these services if it is not in the conftract, it is crucial that
the MCO be held responsible for the effective linkage to such services, as they are
critical to people with severe mental illnesses.



Protection of the most disabled population. Recent evidence suggests that MCOs are
reluctant to serve the most recalcitrant patients—those who do not.comply with
treatment and/or are unruly and difficult. These are however common manifestations
‘of extremely severe mental illnesses. ‘It is absolutely essential that MCOs who seek
and gain the contracts to serve people with severe mental illnesses appropriately treat,
and not discard, the most disabled who are also sometimes the most difficult patients.

Fatient education. In a survey of our membership, to be published this summer, it
became clear that people with severe mental illnesses and their families need to be
educated about managed care and need to have better knowledge about how to access
“care and appeal denials of care. Consumer protection begins with consumer
education—especially in these extremely complicated systems that are supposed to be
serving vulnerable populations.

Access to emergency care. In our survey of MCOs, we were shocked to learn that a
“suicide attempt does not trigger, for most respondents, immediate care—rather prior
authorization and gate-keeping processes are enacted in these life-threatening
situations. Protections such as “prudent layperson” language governing emergency
services in managed care situations must be extended to psychiatric emergencies as
well. )

Consumer and family involvement. When you face a chronic and complicated illness,
you, the patient, and care-giving family members become extremely knowledgeable
about what is necessary, in terms of treatment and services, and what is effective.
Patients with severe illnesses and their family members must be more integral to
managed care systems, especially in terms of treatment planning, offering feedback
that is heeded concerning problems in the system, and influence in the operation of
systems devoted to the population. The key here is true involvement of patients and
family members in the systems designed to care for them. This means listening to
what patients and family members want and/or may find lacking and giving the patient
a choice in providers.

QOutcome measurement. There is widespread acknowledgment that the outcomes of
care are what ultimately matters—not simply the amount funding or processes of care.
However, the requirement of outcome measurement has been slow in advancing, in
part for technical reasons. We are now at a point at which we must require some key
outcome measures specific to people with severe mental illness. Such basic measures
include basic clinical measures but all outcomes reflecting the quality of life, such as
suicide rates, employment rates, housing status, and incarceration. Ultimately
consumers will be ‘protected if they can choose an MCO based on such outcome
measures.
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- T am pleased to join you foday to discuss “Protecting Vulnerable Populations” in the
changing U.S. heaith system. I am Diane Rowland, Executive Vice President of the Henry J
Kaiser Family Foundation and Executive Directbr of the Kaiser Commissié)n on the .Future of
Medicaid. . The Commission was esta‘blished‘ in 1991 to serve as a policy institute and forum for
analyzing land debating Medicaid anci other héalth reforms with the overarching goal of

: ‘imp?oving access to health care for low-incorﬁe populations. |
Those with low incomes and ciisabling conditions require particular attention in the
reshaping of health financing and delivery systéms. I appreciate the opportunity to share with
you some of thé Commission’s work on accéss to- care for vulnerable populations and the

implications of the shift to managed care for these populations.

Who are the vulnerable nonulaﬁons in our changing health system?

Health care coverage fs a critical coﬁponent of making health services accessible andi
affordable. Héalth insurén‘cé 4is particula?ly important for the 38 million Americans who are poor
and the 41 million near-poor ‘Arﬁericans with incomes between 100 and 200 percent of thé
Federal poverty level. For these 79 million low-income Americans earning less than $25,000 a
year for a family of three, health coverage through Medicaid or p;ivate insurance can promote
~ improved access to\early preve'ntive and primary care as well as assist in paying medical bills |
when serious illness strikes.

The 1ow-incoﬁ1e population depends heavily on Medicaid for coverage, with 58 percent
of poor and 16 percent of near-poor Americans covered by Medicaid (Figure 1). However, the -

low-income population also includes substantial numbers of uninsured people -- with 23 percent



of the poor énd 30 percent of the near;poér without héalth coverage. Within the uninsured
populatioﬁ-, six in ten éf those \;vho lack éoverage are low-income (Figure 2).

The unfnsure’d face the most serious barriers to access to ca;é -- often going without
needed care br d‘elayilng care. Among the poor, nearly a half of the uninsured compared to a third
of those with private in’suranc,e_(and 22 percent.‘of those with Medicaid r'e':ported no physician™
contactg m the prior year (Figure 3). A third of the uninsured population ,corn;;ared to 10 percent
'or l‘ess of those with Medicaid or private insurance report going without needed care (Figpre 4).
For the ur}insqx;ed,:the consequences of liihifted access to care are éeeg in higilgr rates of .
hospitalization, especially for conditions treatable on an ambulatory-basis, and ina greatér risk of
morfality. '

Yet, even for the low-in¢ome population with insurance, access to appropriate health car;.e
can ‘be areal challenge.- The low-income population has poorer health status than those with
higher incomes. Nearly a quarter ‘(23 percent) of‘the poor compared to 10 percent of the non-
pbﬁr with incomes above 200‘percent. of pbverty report their healfh status as faii' or poor (Figure
-5). Higfxer ievels of fair)pqor héalth occuf for both low-income children and adults with poor
adults al‘m.oust 3 times more likely to repoﬁ fair or poor health as'non—poor adults. The low-

“income populaﬁon is more l.ik;:ly to experiehce health problerﬁs and suffer from chr;)nicand
disabliAng c‘ondition;, such as hypertension, hgart Aiseasg, diabetes and asthma -- conditions that
‘require onl going medical care and at.tention‘ and often mgdicaticps (Figilré 6).

Medigaid pfovides a wide range of services that assist the most irulnerable and frail in our
society -:- health inéurance .for impoverished children, assistance with Mf:dicare’s premiums ahd
cvost-sha;ring for poor Me‘zdic'are beneficiaries, acute and 1.ong~term care serviceis for persons with -
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chronic mental illness and retardatioh, medical and long-term care services for.those véith AIDS,
and home-based or institutional care for those with severe éhysical and mental disabilities.that
require long-term care. |

These populations and the challenge of serving them fall uniquely to Medicaid because
this type of coverage generally falls outside the purview of most f)rivété insufance‘ policies as
well as ‘Medic‘are. .On average, Medicaid beneficiaries are sicker than those with private -
insurance, require more caré and use more services. In many cases, Medicaid beneficiaries need
highly specialized medical éervices bor chronic care-that is both expensive anci difficult to

manage..

How will the changing health system affect vulnerable populations?

For low-income peqple with r@nsurance -- either private or Medicaid -- managed care is
increasingly becoming the predominant coverage approach. States are now moving to enroll
increasing numbers of their M’edic‘ai‘d beneﬁciarieé in managed care as a way of ihcreasing access
to primary care prOViders, coordin‘ating théir care and controlling spending ;V>eAr beneficiary.

Coverage through managed care has gréwn dramatically with over a third of all-
Medicaid beneficiaries -- 13.3 million people -- nov;z enrolled in managed care plans (Figure 7).
Moét Medicaid managed care enrollment has focused on low-income families and c}lﬁ‘ldren, but
‘many states are now looking to extend managed care to some of their elderly and disabled
‘Medicaid beneficiaries. The extent to which Medicaid beneficiaries are enrolled in managed care
plans varies widely across the states, But the trend is‘,‘clearly moving toward enrollment of most,
if not all, Medicaid beneficiaries in some form of managed care (Figure 8). -
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These change§ in the delivery_ system have the potential to improve care and »Vaccémplish} |
“savings. However, to be effective and pfeserve aééeSs to needed services, these changes will
requife time to implement, the development of an adequate infrastructure to deliver care,
oversight o;f program implémentation, and more experience with enrolling elderly and disabled
beneficiaries with complex health problems.

In-accessi'ng the health .care system, the low-income population is vulnérable in several
ways‘-; they ‘arf’: more likely than higﬁer incomé populations to i)f: without insuran{:e'to aséist @ith
the cost of 'care, b'ut also more likely to.be in poor health and need of meciical care. The low-
incorﬁe Medicaid populétion is dispfopo;'tionately young, poorly educated, and inexperienced in
navigating a complex health care system. Medicaid pétients may experience difficulties in
dccessing health care services under the best of circumstances. Managed care, aithough it may
be designéd to prométe more éfﬁcient and effective delivery of care, may prove to be difficult for
those with little experience in dealing with complex hetworks and new rules and limitations.

Apbropriate health co;f'erage is critical for the low—inco;ne populatiqn becausé their
| limitéd incomes meaﬁ‘fthat, they are unable to-“purchase” their way out of coverage that‘..is
inadequate or unsatis'fact(‘)ry.‘ They 1ack the 'i(’ricome ‘ancri resources to vote with ,thei'xf feet -- if they
cannot obtain thé medications from their health i)lan, they do not have the money to purchase it
from a pharmacy; it; they need specialists that are.not in the n_etwork; they do nc;t have the
resources to pay for care or evén givé the up-front deposits these specialists often require before
-rendering treatment; and if a copayment of $5 a visit is required, on limited incomes even this

becomes a barrier to care.



Take, for exé;ml:)le, a Medi‘caid benéﬁgiary with HIV/AIDS who reciui?,es expenéive
‘drugs, needs specialiéts with exﬁerience inr the most current treatment practic¢§ for i)eople with
AIDS, and relies on a broad range of providers énd services. Enrollmentina plan with limited
experience in treatment of AIDS and a limited panel of. physici‘ans‘COUId‘.sg.riously compromise
- care, especially if the payment rate cjstablish_ed by Medicaid does not properly adjust for the
higher cost of care for people with‘AIDS. P

In situations where beneficiaries oft_gﬁ have little choice over whether to enroll in
managed cafe and must select from pléné picked by the states; xﬁonitoring quality and adequacy
of care becomes even more-critical. Although most ;states attempt to f)rovidé Medicaid
beneﬁciariesv with a choi‘ce of plans, especially when enrollment in"m'anaged care is mandatory,
ch‘oiceis not Ialwayé realized.ﬁ In many céses, beneﬁciariés are poorly informed about their
options-or confused about how to select a health plan; or the plan‘they select is filled. In these |
cases, the state automatiéally assigns‘ the beneficiaries to a plaﬁ.

We know from survef research and focus grqﬁps that éﬁoiceof health ﬁlan is imponanf
to low-income people juslt as it is for those with higher incomes. Those who choose their health
plan are more likely to be satisfied with it-and more likely to have a regular physician and source
of care, both measures of improvéd access to care. F ihdings from the Kéiﬁer Survey of Family
Health Exgeriences‘ found that only 2 percent of Medicaid benéﬁciaries felt a change in doctor or
place of care resulted in better care when the change Qas required by Medicaid in contrast to 31
percent who thought the change result‘ed in beﬁer care when it was their oWh"idéav.(Eigure 9). h
However, it is n:qtable that even when the change was viewed as their own idea, two-thirds.of
Medicaid beneficiaries did not ViéW the change as ;esulting iﬁ better care. In C(;ntrast, half éf
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http:two-thirds.of

~ “those with private coverage thought change, whether initidted.on their own or as a result of an

insurance change, improved their care.

Recent data from surveys of low-income populations in Tennessee, Texas, Florida,

- Minnesota, and Oregon demonstrate that managed care is not an immediate remedy for the

' acééss.prob}ems of the low-income population (Figure 10). Medicaid managed care enrollees . -

weré less satisﬁe‘d with overall care than thése in fee-for-service and reported substantial access
fbarriers. These earjy ﬁndings suggest thcfé is no guafantee that managed care will improve care
for the low-income population; over thevir'fee-for-'servicé’ experience.

Because thé Med'i‘caid population iﬁcludes iﬁdividﬂals with chronic and complex health
négds, the shift to managed care for thié diverse pbpulation requires special attention to the needs
of disébléd:and elderly Medicaid ber;eﬁciaries. Healih pilans that pri‘nhlari-l‘yfée:rw:‘‘non—elderlyj

families-arihd individuals with basi'c‘heal’t,h needs may. not be equipped to provide the array of

~ services and épecialti_es needed by a population that is both low-income and disabled.. There is

“little experience in the states in using.a capitated managed care model for the disabled population .

”

and implementation needs to be carefully. bianne’d and monitored to assure that the full range of
care needs are met and the payment to plans reflects thé cost of care to those‘with both heélth and
long-tenﬁ care needs:; o

, Operating,m‘ld_er tight bﬁdgét constraints, Medicaid has often reimbursed providers at

rates that are substantially below private sector rates. If Medicaid payments to managed care

plans, especially capitated plans that are fully at risk, are set below market rates to achieve

savings, the participation of mainstream plans could be compromised. The promise of managed
care may not be realized if this shift in care form fee-for-service to capitation is accompanied by

6
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payments that fail to keep pace with inflation or private sector rates, resulting in poorly financed

plans and poor quality care for Medicaid beneficiaries.

What protections are needed for low-.inc‘ome and vulnerable populations?

The rapidly expanding enrolAlment of ldw-incdme populations into managed care
arranggments poses many cAhallenges‘for protecting consumer rights and assuring quality of care.
Through Medicaid 1915(b) mianaged care wa{vers«and the broadé.r 11 1§ statewide waivers,
almost all states have implémented or are planning to implement mandatory enrollment in-

" managed care for some or all of thei_r Medicaid population and many use plans that‘se'rize a
predqminately low-income population. - Pending Medicaid legislation would substantially
broaden state discretion over the implementation of mahaged care and eliminate the n_eed to
apply for waivers' and receive federal approval for mandatory managed care programs.

_ | With the current rapid expansion of managed care and-the potential for greater flexibility
for states in the fiiture, it i; esbepially i'mportant that the rights of low-income consumers under
state Medicaid programs be protected. The same protections afforded to middle"and upper-
income people in private insurah‘ce plans should be assuréd for low-i'n'come and vulnerable
populations in Medicaid managed care.

Providing better information about managed care choicés and educating consumers about
how managed care works are essential to aésuring that quality of care is not compromised in the
movement to prepaid managed care. Alwell-infdrmed consumer with appeal and grievance

rights is an important ally in efforts to monitor and improve quality. This is pa’rticularIy



‘important ’in a prepaid system opera?ing on fixed amounts per patient‘withA an incgntive for
underservice.

‘Ensuring that plans have provider networks in ﬁlace, educating both prm{iders and
beneﬁ;:iaries about managed care, and responding to the unique needs of the Medicaid
population is also impqrtant; ‘Many health plaﬁs ar;f: only recently beginning to enroll Medicaid
beneficiaries and have little ¢xperi.ence in éaring for low-income and often medically complex
populations. It is critical that"plans that are enrolling low-income people assure their providers
are gonvenient and accessible to enrollees as well as sensitive to their heélth and cultural needs.

It is often the mix of publicly and privately iﬁsurgd users that provides aﬁ incentive to
health piaqs to improve quality to bé cofnpetitive with other plans. The growth under Medicaid
of plans tl{at"primarily serve Medicaid bé:_neﬁciaries will require careful quality manitbring by
states, but also raises concerns for beneficiaries if the payment rates to these Medicaidfdépendent
pléﬂs fail to covef full_ vc_ost_S.

~Low provider \paymenvt rates by Medicaid can deter participyat.ion by established
mainstream pians. Jtis pritieal to assure that there is equity in the rates pajd for care delivered to.
pri\}ate patientis‘_and tho.se, enrolled in Medicaid ;of any"o.th.ef plan serving IQQ-income people.
Inadequate levels of paymfznt can result in plans skimping on services to tﬁe poor, :discdu;aging
‘high cost patiénts ﬁ:om enrolling, and haviné fiscal problems, especially if they are heavily
dependent on Medicaid enrollment. .

Special prétections should be put in place to assure quality and access to health éare for
low-incorﬁe enrollees: Choice of plans, abﬂity to disenroll if dissatisfied, and grievance and’
appeals précesses are essential components of maﬂéggd care for vulnerable populations. Care -

8.




'should be accessible to eﬂrdlleés, and the protectioné onemergency room Qse and
hospitglizétions afforded to pfivately insured patients should also be guaranteed to low-income .
patignts. 'Health plan outcomes and quality should be 'cérefully moriito:?ci'with the results made
available to the public. Plans that fail to meet state standards should not be allowed to
participate. Without these safeguérds, thé poof will contique'to be ‘VUIhé.rgbl_e to providers with -
financial interests rather thanf their healt.h care at stake : B »

In implementing «malnaged care, states need to be prepared to ‘moriitor implementation
carefully, commit additional' r‘espurces to program management, and assess the»adequacy of the
quality of care provided by providers and plans. These are Anev‘v respon;ibilities that go beyond
the functions perforrried by, states under fee-for-service systéms and will require'additional
~ resources at a time when mést states are actively dowhsizing their state agencies. |

The best quality protection is to allow beneficiaries Qho are dissatisﬁeq with managed
care to retufn to fee-for-service. | If this qptién‘ is’rrlo longer available under mandatory Medicaid -
managed care in the states, it i‘s even mérg‘: important that consumer rights be protected under the
managed care plans to ensure that beneficiaries receive effective, high quality healfh care that'
addresses their health care needs.

‘Thank You.
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- Figure 3

Poor Population Under Age 65’ With No Physician
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Figure 4
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thure 5

Populatlon Reportmg Fair or Poor Health, by
Age and Poverty Level, 1987
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Figure 6.
Chromc Health Conditions in Nonelderly
Adults, by Poverty Level, 1987
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Growth in Medlca»d Managed Care Enrollment 1983 1996
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Figure 8

Percent of Medicaid Beneficiaries Enrolled in
Managed Care Plans by State, 1996
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Figure 9 a
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SPEAKERS

Diane Rowland
Deborah Klein Walker
Laurie Flynn

Helen Smits

TOPIC DESCRIPTION

 This panel will discuss the challenges confronting vulnerable individuals and populations
in accessing high-quality health care in the U.S. As was pointed out by several members of the
Commission at the May 13th meeting, the special needs of vulnerable populations (i.e., low-
income, living with physical or mental disabilities) are of relevance to all of the Commission’s
areas of discussion. This panel will discuss the unique challenges facing vulnerable populations
in gaining access to high-quality care, impedimentsto protecting the rights of those consumers,
and approaches that can be taken to assure a proper level of protection.

BACKGROUND ON SPEAKERS |

Diane Rowland, ScD., is the Executive Vice President of the Kaiser Family Foundation and the
Executive Director of The Kaiser Commission on the Future of Medicaid.” She also serves as
Associate Professor in the Department of Health Policy and management at the School of
Hygiene and Public Health of the Johns Hopkins University. Dr. Rowland specializes in issues
related to access to care and financing health care for the poor, elderly, and disabled. From
1976-1981 she served as special assistant to the Administrator of the Health Care Financing
Administration and later as Acting Deputy Assistant Secretary for Planning and
Evaluation/Health in the U.S. Department of Health and Human Serviced. Dr Rowland was on t
he staff of the Subcommittee on Health and the Environment of the Committee on Energy and
commerce int the U.S. House of Representatives from 1983 to 1987, as served as a consultant to
the subcommittee form 1987 to 1991. Dr. Rowland holds a bachelor’s degree from Wellesley
College, a Masters in Public Administration from the University of California at Los Angeles,
and a Doctor of Science degree in health policy and management from the Johns Hopkins
University. ' o

Deborah Klein Walker is an Assistant Commissioner at the Massachusetts Department of
Public Health. : ~

Laurie Flynn is the Executive Director of the National Alliance for the Mentally Ill located in
Arlington, VA, In addition to her work at NAMI, Ms. Flynn is chair of the board of trustees of
the Foundation for Accountability. She serves on the advisory committee to Johns Hopkins

University’s Health Services Center and the Interdisciplinary Advisory Board of the American
Psychiatric Association’s Journal on Psychiatric Services. Ms. Flynn serves on the White House
National Bioethics Advisory Commission. Ms. Flynn was awarded the Presidential '
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Commendation Award in 1994, the 1995 APA Patient Advocacy Award, the Mental Health
Section Award of the American Public Health Association, and she has recieved several other

‘commendations. She has served on multiple boards dealing with mental illness. She is the co-

author of Care of the Seriously Mentally Ill: A Rating of State Programs and, Criminalizing the
Seriously Mentally Ill: The Abuse of Jails as Mental Hospitals. She has written numerous articles
and book chapters on mental illness and the family.

Helen L. Smits, M.D., M.A.C.P., is the President and Medical Director of HealthRight, Inc., a
Medicaid managed care plan located in Meriden Connecticut. She served from 1993 to 1996 as-
Deputy Administrator of the Health Care Financing Administration in the Department of Health
and Human Services. Dr. Smits is a former member of the Board of Commissioners of the Joint
Commission on Accreditation of Health Care Organizations where she served a two-year term as
Chairperson. She currently serves on the Committee on Quality Health Care for the American
Association of Health Plans, the Quality of Care Group of the National Academy for State Health
Policy and the Board of Governors of the Clinical Center at the National Institutes of Health.

She is also a member of the National Advisory Committee for the pew Charitable Trust’s
managed care training program. She is a Master of the American College of Physicians and a

- former member of its Board of Regents. She is the former Director of the John Dempsey

Hospital, and served as a Professor of Community Medicine and Health Care at the University’s
Medical School.
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THE WHITE HOUSE
WASHINGTON

June 30, 1997 ‘

MEMORANDUM TO THE PRESIDENT

FR:  Chris Jennings
RE: Improper Payments in the Medicare Program

This memo is in response to your inquiry about-a recent Wall Sireet Journal story that
said that an upcoming HHS Inspector’s General (IG) report == not yet made pubhc - estimates ',

that Medicare made $23 billion in improper payments to medical provnders inFY 1996.

You asked whether the Medicare program' could do better. We believe that the IG’s
report confirms that the Medicare program can do better and you are takmg action to make sure it
will. ,

The Inspector General’s Report

In mid July, the Inspector General will report that improper payments'in Medicare -

- amounted to 12 percent (about $23 billion) of Medicare’s $194 billion budget last year. This -

report is the result of the Government- Management Reform Act of 1994 (GMRA), which you
signed into law, that requires every Inspector General to audit financial statements of their
Department. The fact that $23 billion was lost in improper payments was leaked either by the
Department or the General Accountmg Office (GAO), who is involved in the auditing process.
The report will say that the $23 billion in improper payments should not have been made for a
range of reasons, including errors, lack of proper documentation, lack of proper auditing as well

as fraud and abuse. : : S

Response to the Report

The Department is planning Corrective Action Plan to be released along with the official
report next month which targets the biggest problems identified by the report. The Corrective
Action Plan will take steps to make sure that: Medicare payments are adequately validated; that -
the collection of Part B premiums, which are paid to HCFA from Social Security, are properly
audited (this transaction is currently not audited); and that Med1care recewables are properly -

" documented and reconciled.



Your Record on Fraud and Abuse

You have an extremely successful record on cutting down on fraud and abuse. Since you
took office, you have 1mplemented or proposed the following initiatives which have saved
billions of dollars: : :

. FY 1993 Budget. Your first budget closed a number of loopholes in Medicare and
Medicaid, tightening up on fraud and abuse. The Justice Department has also made this a
major priority, dramatically i mcreasmg health care fraud 1nvest1gat10ns crlmmal
prosecutions, convictions, and c1v1l recoveries. ~

»  Operation Restore Trust. Two years ago you introduced OperatiOn_ReStore Trust, a
comprehensive anti-fraud initiative in five key states. Since its inception, Operation
Restore Trust has produced returns of $10.for every $1 spent. B

*  Fraud and Abuse Initiatives in Kassebaum-Kennedy. Last year, ydu signed the
Kassebaum-Kennedy legislation into law, which expanded Operation Restore Trust
nationwide, for the first time, creating a stable source of funding for fraud control. The
fraud and abuse provisions of the Kassebaum-Kennedy legislation contain an estimated
savings of $5.2 billion for FY 1997 alone, with a $12 return for every $1 spent. -

. Outstanding Fraud and Abuse Initiatives. Your FY 1998 budget contains a number of
new initiatives, including cracking down on abuses in home health services and skilled
nursing facilities. CBO has-estimated that the fraud and abuse savings.in your budget -
will be worth $9 7 bllhon over ten years. In March you a.nnounced a new serles of anti-
been included i in the House and' Senate mark-up. ‘We are workmg to ensure that all of

~ these provxslons are mcluded n reconmhat;on :

We are wcrking with HHS to ensure that there is a successful communicatioris rollout
strategy. To this end, your strong record in this area, in addition to the new HCFA initiatives,
will be highlighted along with the release of the report
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Sm,!f chcvur of THE WAL : PreRliaNAL
WASHINGTON~—The {¢deral Meditie

*nfisml 1996 acmrdingto : fmancial audit
Jelng prepared by government reviewers.

“The new calculation by.the inspector
zenerai’s office .of the. Department of-
ﬂea)th and Human Services represgn!s a

Senate Medicare Plan
'I'he Senate GOP plan to overhaul Medi-
care would raise the eligibility age to §7
- from 65 and would seek slightly deeper
cuts in payments to hospitals than the
:House plaxx. Article on page Ad.

big )urnp from tradmorxal esnmates of -
medical-spending irregularities. "Policy
analysts generally have pegged fraud and
‘abuse at 3% to 10% of overall” heaith
. spending. The inspector general's report,
" which hasn't yet been made public, would |
suggest that improper payments last year
amounted to 12% of Medicare's 5194 hllhon
budget.
~ The audit * venhes what a lot or people
at the grass roots have been saying,”
remarked Charles; Grassley, ¢hairman of -
the-Senate Specla! Committee on Aging.
“There’s 8 great deal of suspicion among
taxpayers. particularly sentor. cltizens,
-with regard to overbmmgs in Medlcare *
-the Towa Republican added. )
Bill»-by-Bill Review .
© " People familiar with the audit say It ls
based on a detailed, bill"by-bill review of -
about 5,000 Medicare claims filed last year.
" Investigators visited doctors, hospitals,
laboratories and other providers to check
whether medical records. .corroborated

- CORRECTIONS
& AMPLIFICATIONS

. AN ART{CLE in the Florida Journal
“edition list Wednesday incorrectly stated
that -Orlande -tourism officials’ data on
- out-of-state _visitors .would' indicate - de-
.mand for 52.4. million room-nights in
199, ‘A room-night is generally defined in’

- the lodging mdustry as a room sold no. ! -
- tnatter how many individuals are init. The
-article failed to'report that an average of -

2.46 individuals stay in a typical room and
should have stated the number of room
mgms as 2. 3 mﬁliors
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claims filed with the Medicare system

_ Auditors reportedly found probiems- withf

" 30% of the daims.

Thé main recipient of the audit will be )

¢ Health Care Financing Administra-

tion, which oversées Medicare. A HCFA

spokesman sald he believes the audit “will

be a useful madmap to protect the Medi-
care program’ . and -could - help reduce |
flaws in the system The spokesman said
“that In recent years, “we've made pretty
- good progress in- improving Medlcare in-

tegrity on all fronts.”

The Inspector general's office declined
“} to-comment-on the audit, noting that the:

report Is stiil belng completed. HCFA is.

"due to get an officlal draft of the report /
next month, with an opportunity to attach’
‘its own comments before formal® pubhca-~

tion of the audit {ater this- year, .
. The audit found billing problems were

' common thoughout Medicare, according to

people knowledgeable about the study:

" Irregularities weré especlally pervasive in
' home:heaith services and skilled nursing -
facilities, but there weren't any areas that-

were deemed spotless.

The report Is hke!ytobe;velcome news o
for federal fraud lovestigators, who re- . - -
.cently have galned extra funds o pursue.

health-care cases. The audit may be less-

welcome news for medical providers. They .

are likely to ralse questions about whether -

the study’s relatively smali size — $5 mil- *

R Is enough to justity its~ -
. extrapolation .to" the entire Medzcare B

lion In claims ~

program. .

\Fraud or Lapses" o ;
Doctors and other pmviders also are’
likely to .question’ whether apparent evi-- -, .
dence of improper payments is fully justl- -~
fled. ‘At this-'stage, pedple invoived 'In - .
- drafting the report, aren't saying how °

many of the suspected problem cases re-
fiect underlying fraud and abuse, com-

" pared with those that simpff may reﬂect :

‘lnnacent Tapses it record-keeping. -

The audit i being carried out under the :
Government Management ‘Reform Act, . -
which ealls for rigorous review of govern- .
ment agencles’ bookkeeplng under gener: '

-ally accepted accounting principles Under’ :

jmaa act, govemment auditors have taken

insurance compantes, which pay bills for |
. specific parts of the country,. These in-
_surers, known as “fiscal Intermedlaries,”

have their own fraud-investigation unl
- a8’ well as statistical screens that 100k for
~-aberrant billing patterns. " -

j. row, 8 fraud ‘expert at Harvard Umvelsity, o
“have ¢ontended that the fiscal-intermedi- -
< ary system focusés malnly on maklng sure

| fashion,” rather than checking whether .
: Medlcare is paymg for annronriate care:
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new steps-to review indmdual case rec-
ords, rather than neiylng on summs.ry
data .
Historlcally. Madicm has de!eg&ted
much of, its: claims-processing. 10 .private

But. critics,. Inciuding  Malcolm  Spar

that claims are_submitted: ‘In‘a.standard -
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Statement of Congressman Sherrod Brown - '
Rankmg Member, House Subcommittee On Heath and the Environment
Before The Advisory Commission On Consumer Protection And Quahty
In The Health Care Industry
June 26, 1997

* Twould like to thank Health and Human Services Seécretary Donna Shalala and Labor Secretary
Alexis Herman and the members of the President’s Advisory Commission On Consumer Protection
And Quality In The Health Care Industry for the invitation to testify before the Commission today.

As the ranking Democrat on the Subcommittee on Health and the Environment, I have been
deeply concemned with the practices of many health maintenance organizations.

Last year, Congress finally began to heed the public outcries of mistreatment by managed care,
and we passed legislation which prohlblted the practice of drive thru delivenes.

The managed care companies fought thlS eglslanon charging Congress- with legislating “body

_part by body part.”

While I believe new moms in consultation with their doctor should be allowed to determine
how long they and their babies should be allowed to remain in the hospital after delivery, I agree that
legislating “body part by body part” is not good policy. .

I believe more basic and fundamental reform of managed care is necessary to address managed
care’s core problems not merely the symptoms. .

Tt was for this reason that I joined with my Republican colleague, Dr. Tom Coburn in

" introducing the Medicare Patient Choice and Access Act. This legislation, which enjoys bipartisan
support in the House and Senate and includes 106 House cosponsors, was largely adopted as part of
the Medicare provisions in the budget reconcxhatxon package passed by the House Commerce-
Committee.

- Our leglslatlon was narrowly targeted to ensure that Medicare panents enrolled in HMOs are
guaranteed access to independent, timely review of denials of medically necessary care. It bans gag
clauses and financial incentives which can be used to deny patients access to specialty care.

I am hopeful that these important patient protections are included in the final budget
reconciliation package passed by Congress.

With this in mind, I would like to address another issue whlch I hope the Commission will
examine concerning the federal govemnment’s payment structure for Medicare HMOs.

In the 1970's, non-profit HMOs spent as much as 94 cents of every premium dollar on their
members’ medical care. Today, non-proﬁts still spend about ninety percent of their revenues on
providing health care.

For profits, however, tell a different story. ‘ ‘

‘ - Health Net, a California-based HMO spends about 70 cents of every premium dollar on health.
care services for its members. Others hover around 75 cents.

As more and more insurance companies and their managed care afﬁhates enter the Medlcare

- market, fewer and fewer dollars go into patient care.

In 1982, the Adjusted Average Per Capita Cost, commonly referred to as the AAPCC formula
was established as a way of calculating how much Medicare pays for fee-for-service benefits by
county.

‘Because it was presumed that HMOs would be more cost effective, managed care companies
are paid 95% of the AAPCC rate per beneﬁcna.ry enrolled.
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However government studies have shown that HMOs are makmg a tidy profit on these
payments since they tend to enroll lower risk beneficiaries, thus benefiting from “positive selection.”

As we work to improve Medrcare 1 ask the members of the Commussion to keep three
numbers in mind. ‘ ‘

$37,000. $1,400. $4,500. . ‘ ]

In 1996, the most expensrve 10 percent of beneﬁcranes cost Med;care $37,000, for each
patient. _

The healthlest 90 percent of seniors cost Medrcare just $1,400 each. ,
HCFA pays managed care companies about $4 500 for each Medicare beneﬁcrary enrolled in
their managed care plans.

As managed care expands, the companies will put their efforts -- obviously -- in recruiting
~ healthy seniors who cost Medicare $1,400 or less per year. Sure they can supply them wrth
prescription drug benefits, glasses, and eliminate their co-pays and deductibles.

And there will be a lot of money left over -- for huge profits, exorbitant executive salaries, and
highly sophrsncated marketing campaigns to recruit new healthy seniors. ,

Every week in my district in northeast Ohio, Medicare beneficiaries are treated to full page
advertisements in The Cleveland Plain Dealer from a variety of Medicare HMOs enticing seniors to
join their plans.

They tout the extra benefits they provide over Medicare fee-for-service such as prescription
drug coverage or eyewear benefits. But, they do not advertise that they may employ gag clauses and
restrictions on access to speciality and non-physician providers.

. While this represents the tip of the iceberg as far as their total marketing costs are concemed,
and it is not as pricey as The New York Times, the average full page ad in the Sunday Plain Dealer
costs $20,000. Of course, this does not include the cost of seniors’ dances hosted by HMOs,

. telemarketing, direct mail advertising, and other sophisticated marketing techniques. .
. - Health Net, the California HMO I spoke of earlier, paid its CEO $18.1 million in bonuses, and
- stock options when he left the company in 1995.

According to an April 11, 1996, article in the New York Times, the President and CEO of
Health Source, a medium size HMO based in Kooksett, New Hampshire, was pard $15.5 million.

Foundation Health’s CEO was paid $13.7 million in 1994.

- An industry which preaches an imposes austerity on others too often grabs huge salaries for its
executives and big profits for itself.

While I couild go on with examples of corporate health industry greed and avarice, I srrnply ask
. the members of the Commission to-return to the numbers I cited earlier in my testimony.

A $1,400 cost to the HMO.

A $4,500 payment from Uncle Sam.

The taxpayers lose. : -

In conclusion, I urge the members of the Commission to carefully study how we-can implement
a fair and equitable Medicare HMO paymient structure which discourages “positive selection” of
healthy Medicare patients, ensures access to quality health care, and helps safeguard the solvency of
taxpayer dollars and the Medicare trust fund

Thank you. :




STATEMENT BY CONGRESSMAN HENRY A. WAXMAN :
BEFORE THE ADVISORY COMMISSION ON CONSUMER PROTECTION AND QUALITY
IN THE HEALTH CARE INDUSTRY
June 26, 1997

Good morning. I am pleased to have the opportunity to
appear before you today.

As many of you know, I am usually on the other side of the
dais. . I am currently the Ranklng Member of the Government Reform
Committee in the House. And I am also a senior member on the
Ccommittee on Commerce, where I previously served as Chairman, and
then Ranking Member, of the Subcommittee on Health and the
Environment. _

All in all, a primary focus of my Congressional career has
been health care, and access to quality care for all Americans,
particularly vulnerable populations 11ke the low-income, the
aged, and the dlsabled.

That is why I welcome the establishment of this panel, with
its broad and distinguished membership. I believe you meet at a
critical time for our health care system, and the contribution
you can make is enormous.

FOCUS ON CONSUMER PROTECTION AND QUALITY
I view thése times as critical because in both our public
-and private health insurance programs, we are seeing the rapidly
increased use of managed care, including forms of delivery as
varied as traditional HMO's, PPO's, PSO©'s, hospital and physician
based plans. These plans are in fierce price competition with
- each other, as well as with the fee-for-service system. -

We all like to think that plans are also in vigorous
competition in regard to quality and consumer satisfaction, but
we all know that achieving this. klnd of competition 1s not always
easy or effectlve.‘ ;

S0 I see the challenge before us is to contlnue approprlate
efforts to control costs w1thout sacrificing quality and.
appropriate care.

That I know is your mission, and it is a large one.

FOCUS ON MEDICAID

But what I want to urge on you today is this: give your
immediate priority and attention to issues of quallty for
Medicaid beneficiaries.



I am afraid we are in danger of accepting in this country
that it 'is alright to have lower quality and consumer protectlons
for the low-income population covered by Medlcald

I feel very strongly that this is wrong. If anything, the
standards -and protections for the Medicaid population ought to be
higher, because they are more vulnerable to underservicing.

But at a minimum, the Medicaid population should have the
benefit of the same guality and consumer protections as everybody
else. . . . -

, Clearly, there are certain features of Medicaid and the
population it serves that require us to pay special attention to
it. :

First, the Medicaid population is rapidly being moved into
managed care. CBO estimates.that about 25 percent of the
nation's 44 million Medicaid beneficiaries--mostly women and
children--are enrolled in managed care today. And CBO projects
that Federal spending on Medicaid managed care will rise from $7
billion to $17 billion over the next five years. ‘

Second in many cases, this enrollment in managed care is.
happening w1thout a choice being made by the beneflclary as to
whether they prefer managed care.

- The budget reconciliation bill that is now moving through
the Congress is llkely to accelerate this trend. 1In the name of
state flex1b111ty, the legislation would.give states the
authority to require Medicaid beneficiaries to enroll in managed
care plans and to restrict the choice of plans

It is qulte possible that the only choice offered will be
between one of two plans.

. That is the standard suggested by the Administration in
leglslatlon. And that was the standard included by the majorlty
in the bill we recently marked up in Committee.

I was- successful in passmng an amendment which would open’
Medicaid to all qualified managed care organizations that would
accept the payment terms of thé States, and I hope to-see that
provision survive. But it will be an uphill battle. Certainly
we have to recognize the very real possibility that Medicaid
beneficiaries may end up with only a choice of two plans.

Further, those plans may very well be--in fact probably will
be--plans that serve only the Medicaid population. The
reconciliation bill repeals the standard that requires plans to
have 25% enrollment of private-pay persons.

So the market effect, if you will, the need to maintain
consumer satisfaction and quality protections to attract private-



pay patients will be gone. We know that that rule, the so-
called 75-25 rule, was always only an imperfect proxy measure for
quality, and was waived more often than honored--but the fact
remains that even the pretense of appealing to private pay
patients is now gone.

Additionally, the Medicaid population is disproportionately
made up of disabled and special needs populations. These are
among the most costly populations in the Medicaid program, and
fiscally-pressed States will have strong incentives to enroll
them in managed care plans for cost containment purposes.

Yet they are also people for whom managed care may not be
appropriate, at least without numerous special protections.

For that reason, I supported an amendment to the budget
reconciliation bill to exempt special needs children from
mandatory enrollment in managed care. Since there is support in
_the Senate as well, I hope this will survive in the final
legislation.

However, States will still have the authority to require
disabled adults to enroll in managed care plans, raising
challenglng quallty issues.

CONCLUSION

We cannot ignore the unpleasant political reality that it
often is easier for people to accept a situation for poor people
that they wouldn't accept for the general population or Medicare.
If we allow this approach to quality and consumer protection
issues for the Medicaid population, we will make a tragic
mistake.

This Commiéeion can be a powerful force.to assure that thisA>
does not -happen. A

- You have a big.job to do. And I leave you today with the
plea that you focus first on the population that is at the mercy
of a rapid and forced move irnto managed care. ,

Thank’ you.



MEMORANDUM

TO: Leon Panetta A' | September 5,‘1996
FR: ChrisJ.

RE: Precident's Health Care Quality Initiative

Today the President was scheduled to announce a two-part initiative on health
care quality. First, he is challenging the Congress to pass the 48-hour and gag
rule consumer protection bills before adjournment. Second, he is announcing
his intention to establish a narrowly-focused commission, by executive order, to
study and make recommendations about assurmg quality within a rapldly
chaning health care system.

Attached is a one-page background piece on the Commission The following
are some talking points for your use in discussing our "message" on the
Commission with Donna Shalala and Robert Reich.

n We are concerned that the New York Times article from today makes it
appear that the proposed Commission has a broader scope/mandate than it
does. :

u We need to make sure that all comments about the Commission stress that
it has a very narrow, but important charge -- to examine quality concerns
in a-rapidly changing health care market place. It is NOT a Commission
designed to focus on how to expand coverage or contain costs or on any-
other of the numerous issues?involved with health care.

= Please make sure that you and all of your surrogates emphasize this point.
We must not give anyone the opportunity to make this new commission
~ bigger than it is. The Executive Order will be very narrowly drafted and
we will get you the final copy of it later today.

s e,

i
;{d -



EXECUTIVE OFFICE "OF THE PRESIDENT
05-Sep-1996 02:58pm

TO: ‘Carol H. Rasco

FROM: Christopher C. Jennings .’
‘ " Domestic Policy Council
cc: Jennifer L. Klein

CC: Diana M. Fortuna

ccC: : " Elizabeth E. Drye

CC: Jeremy D. Benami

'SUBJECT: comnission update

After someone leaked that the President would be anouncing a
quality innitiative, Mike M. and Mary Ellen G. asked Medlissa
sMopfield (from HHS) and me to talk to reporters to attempt to
address some damaging inaccuracies that were floating around about
the commission. We were largely successful in getting the facts
out, but Robert Pear was bound and determined to write a story to
. give the impression that the commission was a bigger deal than it

really is. (The other storles ‘by the Washington Times and the LA
Times were fine. ) ‘ . o

We are trylng to ensure that any subsequent portrayal of the
commission is written in a way that reflects the reality that it
is an advisory panel that has an important, but narrow focus -- .
quality. Jen and I have been working on three one-pagers that we
.are ciculating within the White House and to the Departments:

(1) a one page simple description of the commission and its
functions, (which can and has been circulated to‘the_press and |
beyond); (2) a brief set of our suggested talking points outlining.
the President’s quality initiative --'which emphasizes the 48-hour
and the anti-gag rule .initiatives; and (3) a Q&A document that
answers some of the most likely and difficult questions
surrounding this commission.

We are sendlng this to you right away. If you have any questions,
please give Jen or me a call. oo : -

p.s. The overall reaction to the commission concept by consumer
groups, providers, insurers, and managed care reps has been quite
favorable, We are trying to get their- p051t1ve reviews on paper s0
that we have some solid valldatlon.

cj



 Nor FoR DISTRIBUTION

QUALITY HEALTH CARE: A CLINTON ADMINISTRATION PRIORITY

" Today, the President is announcing that a renewed emphasis should be placed on
assuring quality and consumer protection in the nation's health care system. At a
time when unprecedented changes in the health care delivery system are taking
place, consumers and their representatives are increasingly concerned about how
these changes are affecting the quality of health care they are receiving.

u To assure that our health care systemr continues to provide the highest quality

“health care in the world and to strengthen consumer protection, the President is
issuing a challenge to the Congress to pass two consumer protection initiatives
that have already recelved broad bipartisan support before they adjourn for the
Fall election.

u The President believes that too many health plans "gag" their doctors: from even
telling patients all their treatment options. And too many health plans are telling
" mothers of newborn children that they won't pay for the cost of hospitalization
beyond 8-24 hours after birth. :

" The President strongly believes that these practices must stop. He is calling on.
the Congress to pass two bills that would direct health plans to give mothers the
opportunity to stay in the hospital for 48 hours and would prohibit plans from
restricting communication between health professionals and patients.

u In addition, the President is announcing the establishment of an advisory
commission, co-chaired by HHS Secretary Donna Shalala and Labor Secretary
Robert Reich, to study and, where appropriate, to develop recommendations for

“the President on (1) consumer protection; (2) quality; and (3) the availability of
treatment and services in a rapidly changing health care system. '



QUESTIONS AND ANSWERS ON
HEALTH CARE ANNOUNCEMENT IN FLORIDA

QUESTION: How is this different from the Health Care Task Force chaired. by the First
Lady?

ANSWER: This advisory commission has a narrow but important task. It will be made up
of no more than 20 insurers, employers, consumers, government representatives, health care
professionals, and other health care workers. This commission will not be proposing =
comprehensive health care reform, but instead will build on work that is already being done
and look at health- care quality, consumer protection and availability of treatment and
services in managed care and other health plans. In a rapidly changing health care market

" -~ where there are increasing pressures to cut costs -- the President wants to be sure that
quallty 1s not sacrificed. s

QUESTION What do you mean by the "availability of treatment and serv1ces"7 Isn’t this
your next attempt to guarantee universal coverage?

ANSWER: The President is committed to continuing to work to reform the health care
system, but this advisory commission is not "health reform part two". It is a small panel of
experts charged with looking at quality, consumer protection and the availability of
treatment and services. The panel will look at availability because one of the current
problems in the health care system is that some people who have insurance are being
denied appropriate services. There are even some areas of the country where there is no
place for people to get the care they need.

QUESTION: Is it a slight to the First Lady that she has not been asked to chair this
commission? . : '

ANSWER: As I said, this commission has a very specific task. The President has asked
Secretaries Shalala and Reich to co-chair because these issues are directly relevant to their
Departments

P}

QUESTION: Your Health Security Act was built around managed care. Why. are you
attackmg managed care with this commlsmon‘?

~ANSWER: This commission is not an attack on managed care. It will bring together
experts, insurers, businesses and consumers to make récommendations on quality, consumer
protection, availability of treatment and services in managed care plans as well as other
health plans. The health care market is changing quickly and this commission will allow
some of the best minds in the field to analyze and make recommendations on how to ensure
that people get the best quality care possible.

NOT FOR DISTRIBLTION



ADVISORY COMMISSION ON CONSUMER PROTECTION AND QUALITY

IN THE HEALTH CARE INDUSTRY

I ADVISORY COMMISSION

~ The President will sign an Executive Order creating an Advisory Commission on Consumer
Protection and Quality in the Health Care Industry to review changes occurring in the health
care system and, where appropriate, make recommendations on how bcst to promote and
assure consumer protectlon and health care quality.

1I. PURPOSE

The Advisory Commission will respond to concerns about the rapid changes in the health -
care financing and delivery system. It will provide a forum for developing a better:
understanding of the changes in the health system and for making recommendations on how
to address the effects of those changes. : '

J—y

L II\'IPACT

The Advisory Commission will provide recomméndations that will allow public and
private policy makers to defme appropriate consumer protection and quality
standards.

Iv. SPECIFIC PROVISIONS

The Advisory Commission will be appointed by the President and co-chaired by the
Secretaries of HHS and Labor will have a membership of no more than 20
representatives from: health care professions, institutional health care providers,
other health care workers, health care insurers, health care purchasers, state
government, consumers, and experts in health care quality, financing, and
administration. The Vice President will review the final report pnor to its being
submitted to the President.

The Advisory Commission will study and, where appropriate, develop
recommendations for the President on: (1) consumer protection; (2) quality;
and (3) availability of treatment andservices in a rapldly changing health care
system. :

The Advisory Commission will submit a preliminary report by September 30, 1997
and a final report 18 months from the date of its first meeting. '

\A BACKGROUND

The Clinton Administration has a long history of strong support of consumer protection in.
all health care plans, including the Medicare program. Two such examples are his support
of initiatives to assure new mothers and babies have access to necessary hospital care and to
protect communications between health professionals and their patients.

September 5, 1996
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* UNEVEN DISTRIBUTION OF HEALTH COSTS
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Memo . !

To: Chris
From: Steve

CC: Jen, Barb, Rick, Ken

Atyour request | have grven some thought to the makeup of the new Adwsory Commmission. I hz ve eéssumed:

1. That the mission of the group is to actually protect consumers from vagaries in treatment arising from changing and at
times perverse financial incentives (i.e. this is not just a political exercise).

' 2. That the commission actually addresses many of the concerns and fears of the broad base of Americans worried about’
this issue, most of whom are ardent supporters, many of whom raised ths nation’s consciousness on the issue.

3. That gender, ethnic, professional, geographic, etc. balance is a given.
..._4.That.any.nominee would have evidenced some extraordinary expertise or aclivism in the area of quality management.

5. That since providers and consumers | in unusual solidarity, raised this issue, we should be cautious not to assume that
their interest is necessarily parochial. In ather words we should begm with an understanding that chmY may, in fact, be
compromlsed in some managed care systems

With these thoughts in mind nominees might include the following:

Nursing quality expert with academic credentials(RN)-1 -

Nursing leader In active practice (RN)-1

Pnmary care physician in practice {possibly with secondary academic appt. )1
Physician in specialty education, quality research, or other related acadamics—1
Haospital administrator with strong quality expertise—1

Hospital worker (union leader)—1

Social worker, physicial therapist, occupational therapist, etc—1

A consurmer activist for the elderly-1 v

A consumer activist for children—1

A consurner activist for the underserved populations—1

Labor leaders who purchase health care—2

Business leaders who purchase health care—2

Health economists, health policy academics (consumer focused)—2

Federal purchasers {Medicare and Medicaid—-1"

State purchasers—1

Not-for-profit HMO's—1

For-profit HMO's and/or insurers—1

Since insurers and HMO's are really providers of clerical and financial services in support of heaith cere deiivery (.e. they
are not truly purchasers), they should have representation squal to but not exceeding other senvize providers. Although
insurers have a lot of cash and polilical cloutin DC, a disproportioniate role for them in this endeavor could resuitin
backlash from labor, consumers, and providers when the appointments are announced. -

This methodology gives consumers and purchasers a margin over providers and insurers:
Providers: {nurses, doclors, hospital administrators and workers,
social workers, HMO's, etc. = 8 appointees

Consumers and purchasers; = 11 appeintees

With this methodology labor is strongly represented, having more representatives than any other class.



August 29, 1996

MEMORANDUM TO THE PRESIDENT

From: Chris Jennings and Jennifer O’Conror

cc: Ron Klain, Carol Rasco, and Laura Tyson

On Monday, you will participate in Labor Day events with John Sweeney and Gerry
McEntee. They are likely to raise with you the establishment of a commission or board to study
the impact on managed care on the health care system. As you may recall, they discussed this
initiative in a previous meeting with you and the Vice President. At the close of the meeting,
you asked the Vice President to look into this matter.

Mr. Sweeney, Mr. McEntee, and other union leaders believe that cost containment tools
used by managed care threatens to seriously reduce the size of the health care workforce.
However, they understand that raising concerns about managed care in a way that focuses on
workforce issues is not likely to resonate with the public. Instead, they agree with us that the
better strategy would be to focus on the issue of quahty, consumer protections, and access.

» ‘We have been working with the Vice President’s office, Harold Ickes, OMB and the
various Departments to develop an option for your consideration. In the Rasco/Tyson August
16th memo to you, we proposed to establish an advisory board to determine ways to more
effectively evaluate quality, to recommend consume__protectlons and grievance procedures, and

“to evaluate the impact of managed care on access. All three of these issues have a significant
link to workforce issues, but they focus on the issues that “connect” with the public. The
suggested board would have representatives of consumers, unions, providers, insurance
companies, businesses, and government. Immediately prior to the convention, we met with
AFL-CIO/AFSCME staff and there was great receptivity to this concept. ) |

, We believe that your meeting with Sweeney and McEntee would be a good opportunity

" 10 advise them that you support the creation of the advisory board described above, but that you
have not decided on when to unveil this initiative. You may want to seek their suggestions on an
appropriate time and venue to make this announcement. We believe that they will be quite -
pleased with such a discussion. ‘ '

Do you agree this strategy?

Yes - “No Discuss



. “ . ADVISORY COMMISSION ON CONSUMER | PROTECTION_‘"[ |
S .. AND QUALITY IN THE HEALTH CARE INDUSTRY

T

- , By the authorlty vested in me asg’ Pres1dent by the »
,;Constitution and the laws of the United States of’ America, -
.including ‘the Federal Advisory Comittee Act, as’ amended

(5. U. S C. App ), it 1s hereby ordereﬁ as follows-f'

Segt;gg 1.4 stabllshment./ (a) There is establlshed the e

r',Advisory Commission on Consumer Protection and - Quality in the

' Health. Care Industry (the "Commission"). The Commisgsion. shall ‘
 be. composed of not more than. 20 members to be. appointed by the
‘ﬂPresldent _The members will be consumers, ingtitutional health
care prov1ders, ‘health care- profe391onals, other health ‘care -
.,workers, health care insurers, health care purchasers, State -
“and local government representatlves,_and experts 1n health
‘;care quallty, flnanc1ng, and admlnlstratlon.‘

o (b) The Secretary of Health and Human Serv1ces and the
"Secretary of Labor shall serve as. Co-Chairs of the Commission..
The Co- Chalrs shall report through the Vlce Pre51dent to the
APre91dent - : : : :

. Sec L2 Functlons (a) The”Comm1991on shall advise the
: Pre81dent on -changes’ occurrlng in the health care system and
~recommend such measures as may be necessary:to .promote and:
assure:.health care quallty and value,and protect consumers
-and workers - in. the health. care systen . In partlcular, the
‘AComm1391on shall - : L

(1) Rev1ew the avallable data’ 1n the area of consumer
f(lnformatlon and protectlons for those enrolled in- health care
',plans ‘and- make such recommendatlons as. may be neceesary for
;1mprovements,A : ~ .
(2) Rev1ew ex1st1ng and planned work that deflnes,

vmeasures, and. promotes quallty of health care, and help build
,further consensus on approaches to assure and promote quallty
4of ‘care in a changlng dellvery system, and :

(3) Collect and evaluate data on changes in avallablllty i
of treatment and services, and make such recommendatlons as mayA
be necessary for 1mprovements ~

o (b) For ‘the.. purpose ‘of carrylng out 1ts functlons, the
Commissgion may " hold hearings, establish subcommlttees, and
convene and’act at’ such times and places as the Comm1551on may
<find adv1sable.ﬁ : : L

" more .



7Comm ssion 8" first~meet1ng

£ £0 the President by ‘September: 30'#1997jr A final report
'“submltted o -the: President 18 months,after the;gggz;

' A o . .

Sec._ﬁ.‘ Admlnlstration (a) - To the extent permitted

5?3by law, the heads of executive departments and agencies, and
- ‘independent ' agencies (collectively "agencies") shall prov1de
“ v the Commigsion, upon request, with. such information as it may
;xgrequire for the purposes of carrying out . 1ts functions.

(b) Members of the Commission may ‘receive compensation

ﬂ(for ‘their work on the Commission not to exceed the daily rate
_kspeciﬁied for Level IV of the Executive Schedule (5 U.S.C. .
. '5315)..: ‘While erigaged in the work of: the Commission, members
“:Jappointed from_ among private citizens .of . the United States-

“H7imay be. allowed travel expenses, including. per diemin lieu”

'ofAsubsistence, ag. authorized by law for. persons serv1ng

ntermittently in’ ‘the Government service (5 U.S.C.-5701- 5707),2'
_xtent funds are available fer such purposes.w<j' '

(c) ‘To the extent permitted by law and subject to the'

7'iavailability of appropriations, the Department of Health and -
‘Human Services shall provide the Commission with administrative
. services, funds; - facilities, staff, and other support. services

necessary for the performance of the Commission’s functions.
The Secretary of Health and Human Services shall perform the

7"adm1nistrat1ve functions of the President under the Federal _
~‘Advisory Committee BRct, as amended (5 u.s. C App ), with respect
.to the Commiss1on , . A SR :

.

‘Sec.' General Prov151gn The Comm1331on shall terminate-

30 days after submitting its .fipal report, but not later than
... .2 years. from the date\of this order, unless extended by the
';thre51dent SRR L . L : -

. WILLIAM J. CLINTON =~

THE WHITE HOUSE

7 September 5, 1996.




Pubtisher of Consumer Reports

WHAT PEOPLE ARE SAYING ABOUT MSA'S

Below are excerpts from some of the recent analyses of Medical Savings Accounts. They point
out serious concerns about the attraction of healthier-than-average risks into Medical Savings
Accounts, with the result of higher costs for the traditional Medicare program and higher .
premiums for private insurance for people under age 65.

"Changes in Medicare Program Spending Under Alternative Medical Savings
Accounts Models;" Prepared for the National Committee to Preserve Social Security
and Medicare by Johin F. Sheils, Gary J. Claxton, Randall A. Haught, Lewin-VHI,
Inc., September 22, 1995.

/

. "The MSA model creates strong incentives that would increase Medicare spending. The
MSA program would be likely to attract only Medicare beneficiaries who expect to have
low health expenses during the year, leaving the most expensive individuals in the
traditional Medicare program. This 'selection effect’ would lead to a substantial net
increase in program costs." (pg. 1)

. "The net increase in Medicare program costs over the 1996 through 2002
period would be $15.3 billion. This estimate represents an increase in
Medicare program costs over the spending levels called for in the budget
resolution.”" [emphasis added](pg. 4)

~
. "The average tax deduction per enrollee would vary from $4.0 for those with incomes of °
© less than $15,000 to $540 for enrollees with incomes in excess of $100,000. Over half
of the tax revenue loss due to the deduction would be among MSA enrollees
with annual incomes of $75,000 or more." [emphasis added](pg. 11)

. "Our MSA analysis shows that an optional health coverage program that promises

- : potential cash benefits to-persons who are able to-keep~their health spendirig low will
experience extreme selection bias. Even adjusting MSA plan payments by age, sex,

disability status and geography as under the Average Adjusted Per Capita Cost (AAPCC)

method fails to correct for the selection effects that such a program would éxperience.'

Moreover it is unclear whether any other risk adjustment methodology could ever fully

correct for these selection problems. Thus, the MSA model will almost certainly result in

a net increase in Medicare program costs regardless of the risk adjustment model used."

(pg. 15)

! Currently used by Medicare to pay HMO's that accept Medicare recipients on an
at-risk basis. These AAPCC amounts represent the average Medicare program cost for -
beneficiaries in each geographic area by age, sex and disability status.

Washington Office
1666 Connecticut Avenue, Suite 310 ¢ Washington, D.C. 20009-1039 » (202) 462-6262
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""Medical Savings Accounts for Medicare Beneficiaries," Prepaﬁed by:JackRodgers,
Health Policy Economics Group, Price Waterhouse LLP and James W. Mays,

Actuarial Research Corporation, Prepared for: The Henry ]J. Kaiser Family
Foundation, August 1995. ’

"Even if adverse selection stopped short of a death spiral, risk selection would still be a
problem for less healthy enroilees. The remainder of less healthy elderly persons in the
traditional program would cause the cost per case and the cost per enrollee to increase.
These cost increases would necessitate some changes in the traditional
program, either in the form of increased copayments or reduced benefits,
that would leave the less healthy enrollees worse off than they were before
the MSA option was introduced." [emphasis added](pg. 21-22)

= Betause spending in the residual Medicare program would be higher, Congress would

have to cut provider payments or, less likely, increase cost sharing for beneficiaries who
remain in the traditional plan. These benefit reductions would make the residual
Medicare program less attractive. We can assume these reductions result in an additional
ten percent of enrollees joining MSA plans. In the second year, noting that those who
choose to switch would be healthier than those individuals remaining in the residual
program. The net result of these enrollment shifts would be a rise in expected costs to
$5,460 for those in MSA plans and $6,360 for those in the residual program." (pg. 22-23)

"Despite a reduction in health care spending, Medicare outlays would not
necessarily be reduced if MSA plans were introduced. The effect of MSA plans
on Medicare outlays would depend on who captures the savings: Medicare beneficiaries
or the Medicare program. Several outcomes are possible. First, if the government
contributes an amount equal to the actuarial value of the traditional program under the
current system and if there is no favorable selection into MSA plans, then Medicare
outlays would be unaffected by MSA options. In this case, the entire savings from high
deductibles would go to beneficiaries in the form of higher government contributions to
their MSAs. ... The illustrative beneficiary had benefits under the traditional system of
$5,200. The voucher was set at $5,200 for the MSA plan. In that case, the Medicare

program realized no savings from the MSA option. If the same beneficiary stayed in the

traditional program; claims wouldbe$5;200 on average.”Again, riet savings to Medicare” =~

would be zero. Medicare outlays would not necessarily be unaffected by the MSA option.
If there is favorable selection into MSA plans, total Medicare outlays would rise unless
steps are take to reduce reimbursements or increase cost sharing in the residual
{traditional) program. [emphasis added]{pg. 28)

BT
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Congressional Budget Office Cost Estimate, H.R. 2485, submitted by letter fromv
June E. O'Neill to the Honorable Bill Archer, October 18, 1995.

" "Costs from Enrollment in High-Deductible/MSA Plans

. ...The bill does not specify whether persons no longer in a high-deductible plan would owe
: any penalty on nonqualified withdrawals. If not, people could disenroll from a high-
deductible plan, withdraw all funds from their MSA account without penalty (although the
funds would be taxable as income), and then rejoin a high-deductible plan the following

. year. In addition, the bill would not require those who disenrolled from a high-deductible
plan to repay remaining balances or refund amounts spent from their MSAS in earher
years for nonqualified expenses .

. . ...ngh’—deducmble plans would tend to experience more favorable.selection than would
» other Plus plans or the fee-for-service sector.- In fact, the favorable selection into high-
deductible plans could be very large under this bill because beneficiaries' would be
permitted to join or leave these plans during each open enrollment period, just as they
could with other plans. Beneficiariés could take financial advantage of the system by
_choosing a high-deductible plan when they were healthy and moving to another Plus plan
or the fee-for-service sector once they developed medical problems or wanted to schedule
expensive non-emergency procedures, such as a hip replacement. The CBO estimate
assumes that Medicare's risk adjusters would not fully compensate for this favorable
selection into high-deductible plans and, as a result enrollment 1in high- deducub e plans’
would Increase program costs.. - '

. ..CBO assumed that | percent of the ehglble populatlon would select the hlgh deduct1b
optlon initally, and that the number would grow to 2 percent by 2002. With this level
of participation, the high-deductible option would increase total program costs
by about $4 billion over 7 years.... [emphasis added]

« . ..Because there is no prior experience with this type of option for the Medicare

‘ " population, it is difficult to estimate how many would choose high-deductible plans. If a
large percentage of low-risk beneficiaries chose the high-deductible option, participation
~—would besubstantially higher than"CBO has assumed, andthe cost of this option would
" also be: hlgher This could mgger additional reductions in fee-for-service payment rates
through the bill's failsafe provisions. The reductions might make the fee-for-
service sector less attractive and encourage even greater participation in .
high-deductible o6r other Plus'plans...." [emphasis added]

~ (pgs. 16-18)



Congressxonal Budget Office Cost Estimate. -Title VII, Subtitle A, Medicare
Reconciliation Recommendations as reported by the Committee on Finance on
October 17, 1995, submitted by letter from June E. O'Neill to the Honorable
William V. Roth, Jr., October 20, 1995.

"Costs from Enrollment in High-Deductible/MSA Plans

. ...The b11 would not require those who disenrolled from a high-deductible plan to repay

remaining balances or refund amounts spent from their MSAs in earlier years'forv

nonqualified expenses...

. ...High-deductible plans would tend to experience more favorable selection than would

" other Choice plans or the fee-for-service sector. Beneficiaries could take financial

advantage of the system by choosing a high-deductible plan when they were healthy and

moving to another Choice plan or the fee-for-service sector once they developed medical -

problems or. wanted to schedule expensive non-emergency procedures, such as a hip
replacement. However, the bill would limit favorable selection to some degree because
it would require enrollees in- high-deductible plans to give 12 months' notice during the
annual enrollment period before they could leave the plan. The CBO estimate assumes
that Medicare's risk adjusters would not fully compensate for favorable selection into
“high-deductible plans and, as a result, enrollment in high-deductible plans would increase
program costs... : ' ‘

+ - ...CBO assumed that | percént of the eligible population would select the high-deductible
optlon initially, and that the number would grow to 2 percent by 2002. With this level

of participation, the high-deductible optlon would increase total program costs by about
$3.5 billion over 7 years...

. ...Because there is no prior experience with this type .of option for the Medicare
population, it is difficult to estimate how many would choose high-deductible plans. If a
large percentage of low-risk beneficiaries chose the high-deductible option, particii)ation
would be substantially. higher than CBO has assumed, and the cost of this option would

also be higher. This could trigger additional reductions in fee-for-service payment rates

through the- bill's-failsafe provisions——The reductions might make the fee-for- =~

service sector less attractive and encourage even greater participation in
high-deductible or other Choice plans... "[emphasis added]

(pg. 16-17)
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""Medical Savings Accounts: Cost Implications and Design Issues,' Public Policy
Monograph #1, American Academy of Actuaries, May 1995.

"If the employer decides to maintain the current level of expenditure for the combined
MSA/ high deductible plan, then the savings will pass through to the employee. Since the
increase in copayments is smaller than the premium reduction, some employees will have

“to.pay more for health care than under the current: program. The greatest savings will

be for the employees who have little or no health care expendlture_s The greatest losses -
will be for those employees with substantial health care expenditures Those with high
expendltures are primarily older employees and pregnant women." (pg. 23)

- "Medical Savmgs Accounts An Analysns of the Family Medlcal Savings and
 Investment Act of 1995," Publxc Polncy Monograph ArnencanAcademy of Actuames,

October 1995

"The willingness - to pa,rtlcxp.xte in a hlgh deductible/ MSA arrangement would vary

Some of those who would not be atracted to this arrangement include: "(1) low-income
individuals -- most individuals with little discretionary income (especially if they have
families) would tend to shy away from MSAs...(2) the risk averse -- many people with
coverage typical of the current market would tend to avoid the risk that they might have
to pay a high deductible...(3) people currently.in HMOs -~ many of, the people now

‘enrolled in HMOs are very -satisfied with that form of coverage...and (4) high-risk -

individuals -- individuals and families with recurring medical care expenses would

- generally prefer the current forms of insurance as opposed to a conversion to a high-

deductible plan. If high-risk individuals tend to remain in traditional plans and lower-risk
individuals tend to opt out, this could increase adverse selection." (pg. i)

"The work group's May 1995 report suggested that administrative expenses for MSAs
could be as low as 2 percent of the MSA contribution. However, we also noted that an
expense level this low could only be achiéved in an entirely unregulated context. The

- record-keeping necessitated for MSAs as contemplated by H.R. 1818 would increase the

administrative expense to some level higher than 2 percent, but still less than the 15
percent average for insurance. plans today " (pg 4)

"There is one sxgmﬁcant de&gn pmblem: the current FFS plans incorporate an individual
deductible in the family policy. As a result, the increase to a $3,600 deductible for an
individual in a family could prove to be a significant barrier to the use of MSAs by
families. For example, a typical plan today might have an individual deductible of $200
and a family maximum deductible of $400. An individual in a family would have to
increase their risk by $3,400 (83,600 less. $200) to participate in an MSA. However, an
individual in non-family coverage would have only an increase in risk of $1,600 (%l 800
less $200) pg. 7



"Description and Analysis of H.R.-1818 (The "Family Medical Savings and

Investment Act of 1995"), Prepared by the Staff of the Joint Committee on
Taxation, June 26, 1995. ' '

. "The design of any proposal, including MSA's is likely to involve tradeoffs of various

' objectives. For example, features of an MSA that make it more attractive (and thus more
likely to be used by taxpayers) may also. have some negative aspects, such as greater
administrative burdens or greater revenue.loss." (pg. 16)

e _ "Estimating the revenue effects of any specific MSA proposal will be highly sensitive to the
specific features of the proposal.” (pg. 25) .... "The revenue estimate of an MSA proposal
is dependent upon the following factors: (1) the effect of the MSA proposal on premiums
for both catastrophic andnon-catastrophic health plans; (2) the extent to which taxpayers
utilize-an MSA=like drrangement under present law either through an FSA or on an after-
tax basis; (3) the extent to which taxpayers with other health insurance coverage under
present law will utilized an MSA under the-proposal; and (4) the extent to which taxpayers
view the MSA as a tax-favored savings vehicle and the interaction w1th other forms of tax-
favored savings."(pg. 26)

. "While H.R. 1818 would increase thé tax benefits available to the individual, those
benefits are assumed to be insufficient to induce some low-income individuals to purchase
health .coverage. However, the bill could provide an incentive to some high-income
individuals who were perhaps voluntarily uninsured to elect to use an MSA." {pg. 31)

. "H.R. 1818 is estnnated to reduce Federal fiscal year budget receipts as
follows:

Fiscal Year
(Millions of Dollars)

1996 1997 1998 1999 2000 2001 2002 1996-2002

-131 -230 -264 -301 -341 -358 -376 -2,00!
\’Note Details may not add to totals due to roundmg)" [emphasxs added](pg 31)
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Christopher C. Jennings
02/04/97 12:39:00 PM

Record Type: Record

To: Lynn A. Jennings
cc:.
Subject: Re: Health Care Commission

Message Creation Date was at 4-FEB-1997 12:39:00

I understood that there was a draft from HHS somewhere. Is there a separate
draft that we did? Can | see {again) what you have? Just tell Sandy
Bublick-Max of my staff to MAKE ME read it. Sorry | can't find this document
now. Thanks.

cj\



January 14, 1997
MEMORANDUM FOR KATHLEEN M. WHALEN

From: " Bob . Nash, - Assistant to the President and
: Director, Presidential Personnel

RE: ADVISORY COMMISSION ON CONSUMER PROTECTION
AND QUALITY IN THE HEALTH CARE INDUSTRY

~ As you know, on September 5, 1996, the Advisory Commission on Consumer Protection
and Quality in the Health Care Industry was created by Executive Order. The purpose of the
Commission is to advise the President on changes in the health care delivery system which
affects quality, consumer protection, as well as the availability of needed services. Througha
series of public meetings, it will collect and evaluate information in order to develop
recommendations for the President’s review. After working on placing representatives on the
Commission for the past few months, it has become clear that there will need to be some
adjustments to the Executive Order to maximize the effectiveness of the commission.

Specifically, we are considering the following amendments: (1) increasing the number of
members on the Commission from 20 to 32 (Section 1(a)); and (2) compressing the time frame
for the final report from 18 months to months (Section 3). I am hoping that you will be
able to help us draft the appropriate language to amend the Executive Order to reflect the desired
changes. I have attached a copy of the Executive Order for your review.

If you should have any questions with regard to this request, please contact me at
x6-7130 or Peg Clark of my staff at x6-7831.

Attachment

BN:pc:]j
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STATEMENT QF SENATOR EDWARD M, KENNEDY
INTRODUCTION OF THE HEALTH INSURANCE BILL OF RIGHTS ACT -
: QUALITY ASSURANCE & PATIENT PROTECTION

. For Immediate Release: L Contact: Jim Manley
" February 25, 1997 , e o - (202) 224-2633

I ain proud to join Congressman Dingell in announcing the introduction of the Health
Insurance Bill of Rights Act - Quality Assurance and Patient Protection. It is a needed response to
the surging growth of managed care and the rapid changes taking place in the health insurance -
market--changes that too often put insurance industry profits ahead of patients’ health needs.

Managed care has mushroomed over the past decade. In 1987, only 13 percent of privately
insured Americans were enrolled in HMOQs. Today, that figure is 75 percent. At its best, managed
care offers the opportunity to achieve both greater efficiency and higher quality in health care. In
too many cases, however, the pressure for profits leads to lesser care--not better care. Too many
managed care firms and other insurance companies have decided that the shortest route to higher
profits and a competitive edge is by denying patients the care they need and deserve,

Some of the most flagrant abuses by insurance plans have been documented in recent
months: « '

Tust Jast year Congress enacted legislation to block drive-by deliveries and prevent new
mothers and their babies from being evicted from hospitals in less than 48 hours.

Breast cancer patients are being forced to undergo mastectomies on an outpatient basis,
when sound medical advice requires a reasonable hospital stay.

Children are being pefmanently inj ured or even losing their lives because their parents are
forced to drive past the nearest emergency room to 4 more distant hospital because it has the
contract with their health plan. : _

- Doctors are being subjected to “gag rules” that kéep themn from giving their patiénts their
best medical advice. - ' ‘

People with rare and dangerous diseases are being denied access to specialists to treat their
conditions. - ' A

Patients can’t get needed pharmaceutical drugs, because the particular drug they need is not
on the list of drugs approved for coverage by their insurance plan; sometimes such lists are
developed and administered by pharmaceutical companies bent on selling their own drugs and
blocking competition. ' ‘ :

-MORE-
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Patients are being misdiagnosed, sometimes with fatal results, because insurance plans cu
_ corners on diagnostic tests. «

Victims of cancer and other serious diseases are being denied participation in quality clinical
. trials offering the only hope of cure for otherwise incurable conditions. ,

Children afflicted with serious, chronic conditions are being denied access to the medical
~ centers with the only available expertise to treat their conditions effectively.

These abuses are not typical of most insurance companies. But they are common enough
that an overwhelming 80% of Americans now believe that their quality of care is often
compromised by their insurance plan to save money. It is time to deal with these festering
 problems, Good business practices can improve health care, but health care must be more than just

- another business. '

The legislation we are introducing today establishes basic standards for insurance plans in
six specific areas: :

(1) Access to care, including specialty care, emergency care, and clinical trials
(2) Standards for quality of care
(3) Information that must be available to patients

(4) Expeditious and fair appeal procedures when physicians or paﬁents disagree with plan
decisions ‘ ‘

(5) Protection of the doctor-patient relationship, by banning gag rules and objectionable
compensation arrangements

(6) A requirement that plan guidelines may not ovenride good medical practice

These steps will not eliminate every abuse that occurs in the insurance industry, but,the‘y
will go a long way to addressing the major problems patients confront.

At the most basic level, the legislation establishes a right to needed care. A patient facing a
health emergency should not be required to go to a distant emergency room, or to obtain prior
authorization for care, Someone suffering from a serious condition requiring speciaity care should
not be denied that care because an insurance company thinks it is too expensive. Someone with a
condition that cannot be addressed by conventional therapies should have a reasonable opportunity
to participate in a quality clinical trial that offers the hope of effective treatment. Plans should set
up clear, fair, and timely appeal procedures for cases in which the plan fails to fulfill its

-obligations.

Historically, patients have relied on their personal physician to be the best source of
impartial advice on needed care. This legislation maintains that critical role by prohibiting plans
from restricting doctor-patient communications or from establishing compensation plans that bribe
or penalize doctors into representing the plan’s interest at the expense of their patients’ health.

.4

-MORE-



7 TFEB.25.1997  2:@5PM

NO.547  P.4sB

SENATOR KENNEDY ON THE HEALTH INSURANCE BILL OF RIGHTS 3-3-3

To maintain and improve quality of care, all managed care plans will be required 1o set up a
- separate unit dedicated to quality, and to collect data to verify that the plan, in fact, is providing
care that meets objective quality standards. .

Patients will be guaranteed full information about plan coverage, appeal rights, access to
primary care doctors and other specialists, and other needed information. Plans will be required to
collect and make available standardized data for consumers to compare plans,

These provisions add up to a Health Insurance Bill of Rights that will protect millions of
Americans.

I look forward to working with a broad range of physician, patient, and industry groups as
Congress considers this legislation. Action is essential and overdue to provide these needed
protections, The bottom line in health care must be patient needs, not industry profits. Concerned
citizens in all parts of the country are demanding action, and Congress owes them a response.

-30-.
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 HEALTH INSURANCE BILL OF RIGHTS - QUALITY ASSURANCE AND PATIENT
| PROTECTION

. Subpart 1: Access to care

Subpart 3. Patient Information

i
i
1
1
f
i
i
i

|
i

Subpart 4: Grievance Procedures

Subpart 5: Protection of providers againfst interference with medical communications and improper
incentive arrangerents - '

Subpart 6: Promoting good medical prac}'tice and protecting the doctor-patient relaﬁonship

l | e
Emergency care. A plan may not deny coverage for emergency care assessment and stabilization if a
prudent layperson would seck such car¢ given the symptoms experienced. Prior authorization for such
care is not required. After assessment and stabilization, further needed care is covered if medically

necessary. !

Access to specialty care |
*Obstetrician/gynecologist care ‘ .
If a plan requires patients to designate a primary care physician, women have the right to choose an

_ obstetrician/gynecologist as their primary care provider. In any case, they have the nght to direct access
to an obstetrician/gynecologist for routine gynecological care and pregnancy services without prior
authorization from their primary care provider.
*Other specialry care | ‘
Enrollees with life-threatening, chroni¢, degenerative or other serious conditions which require specialty
care must be provided access to the appropriate specialists or centers of excellence capable of providing
quality care for the condition. If a plan does not have a participating specialist for a condition covered
under the plan, the plan must refer the Patient to a non-participating specialist at no additional cost.

A plan must have a procedure to allow individuals with a serious illness and ongoing need for specialty
care to receive care from a specialist v»?ho will coordinate all care for that individual.

A plan must have a procedure for standing referrals for individuals requiring on-going specialty care if a
primary care provider, in consultation with the patient, the medical director of the plan and specialist (if
any) determine that 2 standing referral is needed.

Continuity of Care. If a plan or provider terminates a contract for reasons other than failure to meet
quality requirements, the plan must allow an enrollee continued treatment with the provider for a
transitional period. Time frames vary depending upon type of care being provided (e.g. primary,
institutional, pregnancy, terminal, etc.) : ‘

Participation in clinical trials. If an enrollee has a serious condition for which there is no effective
standard treatment and is eligible for an approved clinical trial that offers the potential for substantial
clinical benefit, the plan must pay for the routine patient costs of participation in the trial.

1
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Choice of Provider. A plan must provide an updated list of all participating providers and thetr
ability to accept additional patients. Enrollees must be permitted to obtain services from any provider
. within the plan identified in the plan documents as available to the enrollee. ‘ _

Prescription Drugs. If a plan provides benefits for prescription drugs within 2 formulary, the plan
" must allow physicians to participate in the development of the plan formulary, disclose the nature of
. formulary restrictions, and provide for exceptions when medically necessary.

‘Subpart 2: Quality Assurance

- Internal quality assurance program. Every plan is required to establish and maintain a quality
assurance and improvement program that uses data based on both performance and patient outcomes.

Collection of standardized data, Plans must report certain standard information to state agencies
and the public. The information must be reported in accordance with uniform national standards to be
specified by the Secretary. This information will include at least utilization data, demographic data,
mortality rates, disenrollment statistics and satisfaction surveys, and quality indicators,

Selection of providers. The plan must have a written process for selection of providers including a
listing of the professional requirements, The process must include verification of the provider's
credentials. Plans may not use a high risk patient base or a provider's location in an area serving
residents with poor health status as a basis for exclusion.

Drug utilization program. If the plan covers prescription medications, it must have a plan to
encourage appropriate drug use and monitor and reduce illness arising from improper use.

Standards for utilization review activities. Utilization review refers to the plan's review of
requests for care. It is defined as evaluation of clinical necessity and efficacy. Written clinical review
criteria are required, Utilization review must supervised by a licensed physician. Its activities must be
executed by appropriately qualified staff. There can be no incentives to render adverse determinations.
Deadlines for response to requests for authorization of care are established. Adverse determinations
must be in writing and include the reasons for the determination. Such notices must also include
instructions for making an appeal.

Subpart 3: _Patjent Information

Patient Information. Plans must describe and make available to current and prospective enrollees
procedures for providing emergency care and care outside normal business hours, for selecting and
changing physicians, and for obtaining consultations. They must also list participating providers by
category and make clear which members of that list are available to a prospective or current enrollee. The
plan must provide information which describes coverage, financial responsibilities of enrollees, methods
of obtaining referrals, utilization review processes, and grievance procedures and must include a
description of how the plan addresses the needs of non-English speaking enrollees and others with
special communication needs. It must describe how providers are paid.

Protection of patient confidentiality. A program to assure compliance with staie and federal
confidentiality requirements must be in place. '
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bpart 4: Grievapce Procedur

Provisions relating to appeals of utilization review determination and similar
determinations. A plan must establish and maintain a system to handie and resolve complaints
brought againsi the plan by enrollees and providers. The system should address all aspects of the plan's
services, including complaints regarding quality of care, choice and accessibility of providers, and
network adequacy. The legislation specifies several components of such a system, including provisions
for staffing and staff accessibility, information about appeal procedures, and the time frame within which
the plan must respond to complaints. The bill provides for a two stage appeal process, with
requirements for a review panel of non-involved providers and consultants employed by the plan in the
second phase. Written explanation of each stage of an appeal must be provided. Timely decisions are
required. Examples of adverse determinations include denial for emergency care, access to specialists,.
choice of provider, continuity of care, or payment for routine costs in connection with an approved
clinical trial. In the case of experimental therapy to save the life of a patient, an external independent
review process with mandatory decision powers is available if the plan chooses not to provide coverage
for the treatment, For appeals of other important issues, the plan must either (1) participate in an
independent review process established by the state (or the Secretary of Labor for self-insured plans) to
make advisory determinations; or (2) establish a third stage of appeal within the plan certified by the
Secretary as fair, impartial, and involving independent reviewers to make advisory decisions.

Health Insurance Ombudsman. A Health Insurance Ombudsman will be established in each state to
assist consumers in choosing health insurance, and to provide assistance to patients dissatisfied with
their treatment. Assistance includes aiding enrollees in filing complaints and appeals, investigating poor
quality or improper treatment, and bringing such instances to the attention of the applicable state authority
or, in the case of self-insured insurance plans, to the attention of the Secretary of Labor. The legislation
authorizes funds to be appropriated w the Secretary to provide grants to state authorities to establish the
program. ‘

terference with

apd Improper Incentives

Prohibition of interference with certain medical communications. The plan may not
prohibit or restrict the provider from engaging in medical communications with the enrollee. Such
communications may include discussion of the enrollee's health status, medical care, or treatment

~ options; provisions of the plan's utilization review requirements; or any financial incentives that may
affect the treatment of the enrollee. ' ' :

Ban on improper incentive arrangements. There may be no incentives to limit medically
necessary services. Provider risk is limited, The Secretary shall apply the same rules which apply to the
Medicare program. The plan may not have a contract which requires transfer of liability for malpractice
caused by the pian from the plan to the provider.

Plans are prohibited from denying coverage for medically necessary and appropriate care otherwise
covered by the plan, as determined by the treating physician and consistent with generally accepted
principles of good medical practice. This provision would prohibit plans from arbitrarily limiting care
provided, for example, by requiring that mastectomies be provided on an outpatient basis.
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~ HEALTH INSURANCE BILL OF RIGHTS ACT - QUALITY ASSURANCE & PATIENT
PROTECTICN
" The Goal

The legislation sets basic standards for managed care organizations and other health insurance plans
to protect consumers and improve the quality of care.

Probhlem

The last ten years have seen explosive growth in the managed care industry. In 1987, 13% of
privately insured Americans received health care through 2 managed care organization. Last year, that
number approached 75%. Today, 138 million Americans are enrolled in private managed care plans.

As more people join managed care organizations and the health care market becomes more
competitive, reports of abuses by insurance companies are climbing. These abuses include denying patients
access to timely emergency care, needed specialty care, and appropriate prescriptions drugs. Patients have
been misdiagnosed with devastating results, because plans eut corners on diagnostic tests. Individuals with
deadly diseases incurable by conventional therapies have been denied participation in quality clinical trials
that could save or prolong their lives, Breast cancer patients have been forced to undergo mastectomies on’
an outpatient basis. Doctors have been prohibited from giving patients their best medical advice, and forced
to accept compensation schemes that reward them if they deny expensive forms of care or penalize them if
they order such care.

The result, according to a survey by the National Coalition on Health Care, is that 80% of
Americans believe that their quality of care is often compromised to save money.

Congress acted last year to ban one flagrant abuse, the practice of forcing new mothers out of the
hospital prematurely after delivery. Bills have been introduced to deal with other specific abuses, but a

broader approach is needed.
The Legislation

The Health Insurance Bill of Rights Act addresses a wide range of pioblezns in the insurance
industry by establishing basic standards to protect patients.

- Plans will be prohibited from denying access to appropriate care, including specialty care,
emergency care, clinical trials, and care by obstetricians and gynecologists.

- Plans are required to develop programs to assure quality care

- Plans are required to provide standardized information to enrollees, prospective enrollees, the
public, and regulatory authorities. This information will include descriptions of coverage, financial
responsibilities of enrollees, methods for obtaining referrals, utilization review, and grievance
procedures. '

- Plans are required to institute a fair, impartial, and timely complaint and dispute resolution process.
The process should address ail aspects of the plan's services, including complaints regarding quality
of care and choice and accessibility of providers. The legislation also creates an Office of Health
Insurance Ombudsman to assist patients.

- The legislation limits compensation artangements that could penalize providers for providing
quality care, or reward them for restricting care. It prohibits “gag rules” that limit doctor-patient
communications.

- The legislation prohibits plans from denying coverage for care that is consistent with good medical
practice, as determined by the treating physician, :

K2
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QUOTES SUPPORTING THE PRESIDENT’S ADVISORY COMMISSION ON
CONSUMER RIGHTS AND QUALITY IN THE HEALTH CARE INDUSTRY

Insurers/Managed Care Plans

“We believe President Clinton’s creation of this Commission sets the stage for a diverse cross-
section of interests to study these issues comprehensively. "Such a review is an essential step
toward ensuring Americans that their medical care will be provided in a manner which promotes
accessibility and affordability in addition to the highest standards of quality.”

-- Health Insurance Association of America, 3/26/97.

“AAHP applauds the President’s initiative in recognizing the need to closely examine changes in
.the nation’s health care delivery system.”

-- American Association of Health Plans, 3/26/97.

“ The nation’s 59 independent Blue Cross and Blue Shield Plans share the President’s concerns
for preserving health care quality across a rapidly changing marketplace. We welcome the
panel’s thoughtful deliberations about the future health care delivery system.”

-- Blue Cross Blue Shield, 3/25/97.

Business/Labor .

“We are pleased that your Commission brings fogether a diverse group of experts in the broad
field of health care, including several private : veqz‘or leaders wha are on the leading edge of the
rapid change in the health care markezplace

. -- Association of Private Pension and Welfare Plans, 3/25/97.

“Washington Business Group on Health welcomes news of national commission on health care |
quality members ... WBGH encourages a public/private collaboration at the national level to
bring clarzty and d:rectzon fo tkese important efforts.”

-- Washington Business Group on Health, 3/26/97.

Your appomtment of a Nattonal Advisory Commission on Consumer Protectzon is a well-timed
response to the need for examining quality.”

-- AFL,—CIO, 3/25/97.



Consumers . ,

“Your willingness to set this objective as the highest priority for our country’s health care
system is a testament to your vision and commitment to the consumers of health care.”

- -- Consumer Coalition for Quality Health Care, 3/25/97.
- “AARP members are increasingly concerned that profit is overriding quality and consumer
. protection concerns, as our health care system continues to evolve. We strongly support the
establishment of the Advisory Commission in the hope.that a comprehensive approach to quality

assurance and consumer protection will be in the best interest of every American.”

-- American Association of Retired Persons, 3/25/97.

“Mr. Preszdent we the disability communzty deeply appreciate your courageous ejforts to
establish quality health care for all.”

-- Justice For All, 3/25/97.

“We believe that the Advzsory Commzsszon is an ideal forum to facilitate a critical dzalogue
“among these key players leading to concrete recommendatzons that will protect consumers and
families alike.”

-- The National Mental Health Associatio_n', 3125/97.
“Our country has experienced a revolution in the delivery of } health care. T hrough the
Commzsszon s focus, we need to ensure that it is a bloodless revolutzon 7
-- Families USA, 3/25/97.
“Rapid changes in the health care financing and delzvery system brzngs the challenge of
ensuring that consumers, including people living with HIV/AIDS, are adequately protected.”

- AIDS Action, 3/26/97.



Healih Care Providers apd Professionals

“President Clinton’s new commission whose charge is to protect patzents and promote high
quality care is a step we wholeheartedly endorse.”

-- American Medical Association, 3/26/97.

“The President shows great leadership in establishing this important commission. As the’
dynamic changes in our health care delivery system continue, this broad-based panel will prove
essential in identijj»ing the intended and unintended consequences of the system’s
transformations as well as for provzdmg recommended ways to protect consumers and the
qualzty of the care they receive.’

— Association of American Medical Colleges, 3/26/97.
“There is a clear need for an exhaustive study in this area. I commend the President for naming
the Commission to do the work which is so vital to our Country.” '

-- National Association for Home Care, 3/25/97.

“We support the concept at the heart of your decision to create the commission, and bringing
together national experts to study consumer protection and qualtty standards inanera of change
is both timely and warranted.”

-- American Hospital Association, 3/25/97.
“We must ensure that our health care system remains the finest in the world and in order fo
attain this goal we must forge a common national agenda driven by a commitment to quality.
This bipartisan commission will help to ra:se the debate above self interest and partzsan politics
by putting paz‘zenis first.”

-- American Nurses Association, 3/26/97.
“The American Academy of Pediatrics has a vested interest in this bipartisan commission and

work for one very compelling reason: it will take children’s health care needs into account.”

-- American ACademy of Pediatrics, 3/26/97.
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THE WHITE HOUSE -

- ~ Office of the Press Secretary

.For immediate release _ March 26, 1997

PRESIDENT NAMES MEMBERS OF ADVISORY COMMISSION ON
CONSUMER PROTECTION AND QUALITY IN THE HEALTH CARE INDUSTRY

The President today announced members of the Advisory Commission on Consumer
. Protection and Quality in the Health Care Industry.

The Advisory Commission on Consumer Protection and Quality in the Health Care
Industry was created by Executive Order. The purpose of the Commission is to advise the
President on how unprecedented changes in the health care delivery system are affecting quality,
consumer protection and the availability of needed services. Througha series of public meetings,
it will collect and evaluate information and develop recommendations on improving quality in the
health care system. The Commission will be co-chaired by the Secretary of Health and Human
Services and the Secretary of Labor.

The Commission has broad-based representation from consumers, businesses, labor,
health care providers, insurers, and quality and financing experts. The Commission members
have expertise on a range of health issues including the unique challenges facing rural and urban
communities, children, women, older Americans, minorities, people with disabilities, mental
illness, and AIDS, as well as issues regarding privacy rights and ethics. =Six individuals selected
to serve on the Commission have not completed the appointment process, and will be announced
as soon as they are cleared. ' ' '

DONALD BERWICK, of Newton, Massachusetts, is President and Chief Executive Officer
of the Institute for Healthcare Improvement. Dr. Berwick is also an Associate Clinical Professor
of Pediatrics at Harvard Medical School and an Adjunct Associate Professor of Management at
the Harvard School of Public Health. An expert on children's health care, Dr. Berwick has
practiced medicine as a pediatrician continuously since 1976. Dr. Berwick has extensive
experience on quality issues, and served as a member of the Panel of Judges for the Malcolm
Baldrige National Quality Award of the U.S. Department of Commerce. He has also served on
the Committee on the Future of the Patient Record at the Institute of Medicine, was Vice Chair
of the U.S. Preventive Services Task Force at the Department of Health and Human Services,
and currently is the Chair of the Health Services Research Review Sub—Committee of the U.S.
Agency for Health Care Policy and Research. He graduated, summa cum laude, from Harvard
College, and eammed an M.P.P. from the John F. Kennedy School of Government at Harvard
University, and graduated, cum laude, from Harvard Medical School.



CHRISTINE K. CASSEL, of New York City, New York, currently serves as Chairman of the
Henry L. Schwarz Department of Geriatrics and Adult Development at Mt. Sinai Medical
Center. She joined Mount Sinai in 1995 after ten years as Chief of General Internal Medicine at
the University of Chicago. A renowned expert on aging issues, she is well aware of the special
needs of the elderly population and the particular challenge presented by new health care
delivery systems. Dr. Cassel has been actively studying demographic and epidemiologic
forecasting, social concepts of successful aging, and the care of patients at the end of life. Dr.
Cassel also has an extensive background in ethics. In 1992, she was elected to membership at
the Institute of Medicine of the National Academy of Sciences. She is the immediate past
President of the American College of Physicians, a member of the Board of Directors of the -
American Board-of Internal Medicine, and a Trustee of the Greenwall Foundation. Dr. Cassel
received a B.A. at the University of Chicago and an M.D. from the University of Massachusetts.

JAMES CHAO, of Naperville, Illinois, is the President of Metro Provider Service Corporation.
‘The Corporation provides a variety of services to the health care industry, including the
provision of health care services and the development of communications systems between
providers. Mr. Chao has over 15 years of experience working with health care organizations,
and has served as a health care consultant, focusing on issues of health care reimbursement and
hospital financing. Mr. Chao was Financial Officer for Columbia Cabrini Medical Center in
Chicago, where he was responsible for finances of a three hospital system. Mr. Chao received a
B.S. from the University of Illinois at Chicago. '

S. DIANE GRAHAM, of Paradise Valley, Arizona, is the Chairman and CEO of STRATCO,
Inc., a mechanical and chemical engineering firm whose alkylation and grease technologies have
been licensed in over thirty countries. As the chief executive of a small company, Ms. Graham

is well aware of the difficulties small businesses encounter in trying to offer accessible and
affordable health care services to its employees. In 1987, she was invited to join the prestigious
"Committee of 200," a national organization of leading women entrepreneurs and business
owners. Ms. Graham has served on the boards of over twenty non-profit organizations. She
received a Bachelor's degree from Culver—Stockton College in Canton, Missouri.

VAL J. HALAMANDARIS, of the District of Columbia, currently serves as the President of
the National Association of Home Care (NAHC). Under his leadership, NAHC has expanded its
membership more than ten-fold. Mr. Halamandaris served for five years as'Counsel to
Representative Claude Pepper's House Select Committee on Aging and for fifteen years as
Counsel to Senator Frank E. Moss and the U.S. Senate Special Committee on Aging. In 1987,
Mr. Halamandaris founded the Center for Health Care Law, a public interest law firm
advocating the rights of the elderly, the disabled, and chronically ill children. He is editor and
publisher of two national magazines, CARING and Caring People, and has also published
several books on aging and home care. Through his numerous and diverse professional
experiences, Mr. Halamandaris is aware of the special needs of elderly citizens and the particular
challenges presented by new health care delivery systems. Mr. Halamandaris received his B.A.
degree from George Washmgton Umversxty and his J.D. from Catholic University of America
School of Law



SANDRA HERNANDEZ, of San Francisco, California , currently serves as Director of Health
for the City and County of San Francisco in the San Francisco Department of Health. As the

- first Latina to head San Francisco's health department, Dr. Herndndez leads the city's homeless
services initiatives, which are the model for cities across the nation. In addition, she
implemented one of the first Medicaid managed care programs in a major metropolitan area. Dr.
Hernandez has served on the National Hispanic Women's Health Initiative Steering Committee,
the Breast and Cervical Cancer Prevention Committee, and the FDA Anti-Infective Drugs and
Antiviral Drugs Advisory Committee. Dr. Hernandez received her Bachelor's degree frOm Yale
University and her M.D. from the Tufts University School of Medicine.

NAN HUNTER, of New York, New York, is an Associate Professor of Law at Brooklyn Law
School, where she teaches Health Law. From 1993-1996, she served as Deputy General

~ Counsel at the U.S. Department of Health and Human Services, where she worked on numerous
health care issues including consumer protection rights, civil rights, and medical records

~ confidentiality, and also assisted in the development of management policy. She is also the
former Director of the AIDS Project and Lesbian and Gay Rights Project for the ACLU, where
she directed national ACLU policy and litigation projects concerning health care issues. Ms.
Hunter has published extensively on health care issues, including AIDS, privacy, and civil
rights. Ms. Hunter received a B.A. from Northwestern Umversuy and a J.D. from Georgetown
Umvcrsnty Law Center.

SYLVIA DREW IVIE, of Los Angeles, California, currently serves as the Executive Director
of T.H.E. Clinic for Women in Los Angeles, a primary health care clinic offering prenatal care,
pediatrics, and clinical care for women with AIDS. Previously, she served as the Executive
Director for the National Health Law Program in Los Angeles, where she worked extensively on
maternal and child health issues as well as access issues for low-income populations. Ms Ivie is
a past member of the California Health Facilities Commission and served on the Board of
Directors of the Medicare Advocacy Project. She won the prestigious Mandela Award. Ms. Ivie
camned an A.B. from Vassar College and a J.D. from Howard Law School. “

RISA J. LAVIZZO-MOUREY, of Philadelphia, Pennsylvania , is the Director for the
Institute of Aging, Chief of the Division of Geriatric Medicine, Associate Executive Vice
President for Health Policy, and the Sylvan Eisman Associate Professor of Medicine and Health
Care Systems at the University of Pennsylvania. As.an expert on aging issués, she is well aware
of the particular challenges faced by elderly citizens. Dr. Lavizzo-Mourey has servedon ¢
numerous Federal advisory committees, including the White House Task Force on Health Care
Reform, the Task Force on Aging Research, the Office of Technology Assessment Panel on
Preventive Services for Medicare Beneficiaries, the Institute of Medicine's Panel on Disease and
Disability Prevention Among Older Adults, and the National Committee for Vital and Health
Statistics. She is a member of the American College of Physicians. Dr. Lavizzo—Mourey
‘earned an M.D. from Harvard Medical School and an M.B.A. from the Wharton School at the
University of Pennsylvania, '



SHEILA LEATHERMAN, of Minneapolis, Minnesota, is Executive Vice President of the

- United Health Care Corporation, which provides a broad range of health care services to -
purchasers, consumers, managers and providers of health care since 1974. She is the Founder of -
the Center for Health Care Policy and Evaluation, which evaluates the performance of health

care delivery systems in the areas of quality, cost, and accessability. Ms. Leatherman currently
serves on the Advisory Committee of the International Society for Quality of Care, the National
Committee on Vital and Health Statistics, the Health Advisory Board of the Institute of
Medicine, and is a Senior Fellow at the Institute of Health Services Research of the School of
Public Health at the University of Minnesota. Ms. Leatherman earned a B. A. degree from

Tulane University and a Master's degree from the Un1vcrs1ty of Arkansas

BEVERLY MALONE of Greensboro, North Carolina, is the President of the American
Nurses Association. Additionally, Dr. Malone is Dean and Professor of the School of N ursmg at
North Carolina Agrlcultural and Technical State University. A licensed clinical psychologist,
Dr. Malone also maintains a small individual, group and family therapy practice. She has served
on the Governor's Task Force on the Nursing Shortage, North Carolina Commission on Health
Services, the Board of Trustees of the Moses Cone Health System, and the Board of Directors of
the Adolescent Pregnancy Prevention Program. Dr. Malone received a B.S.N. in Nursing from
the University of Cincinnati, an M S. N from Rutgers the State University, and a Ph.D. from the
University of Cincinnati. :

GERALD MCENTEE, of the District of Columbia, is the President of the Association of
Federal, State, County and Municipal Employees (AFSCME). Mr. McEntee is a Vice President
of the AFL~CIO and a member of its Executive Council. He serves on the board of the Alliance
to Reinvent Government, the Health Care Reform Project, the Child Care Action Campaign, and
is a member of the National Commission on Children. Mr. McEntee is co—-founder and
Chairman of the Board of the Economic Policy Institute. He received a B.A. from LaSalle
University in Philadelphia.

- PHILLIP NUDELMAN, of Seattle, Washmgton , is the President and CEO of Group Health

Cooperative of Puget Sound, a non-profit managed health care delivery system, which is the
nation's largest consumer—governed healthcare organization. Dr. Nudelman served on the White
House Task Force on Healthcare Reform and is a member of the board and current Chair-elect
of the American Association of Health Plans. He serves on the board of directors for SpaceLabs
Medical, Inc., Cell Therapeutics, Inc., and Advanced Technology Laboratorlcs Dr. Nudelman
holds a Doctorate in Health Systems Managcmcnt

HERBERT PARDES, of New York, New York, is the Vice President for Health Sciences. and
Dean of the Faculty of Medicine at the Columbia University College of Physicians and
Surgeons, where he oversees the College of Physicians and Surgeons, the School of Public
Health, the School of Nursing, and the School of Dental and Oral Surgery. As an expert on
medical schools and teaching colleges, he has developed major changes in the education of
physicians, and assumed a national role as an advocate for education, health reimbursement, and
support of biomedical research. He is the immediate past chair of the Association of American
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Medical Colleges. During the Carter Administration, Dr. Pardes was Director of the National
Institute of Mental Health. From 1989 to 1990, he served as President of the American
Psychiatric Association. He is President of the Scientific Board of the National Alliance for
Research on Schizophrenia and Depression, and is a member of the National Depressive and
Manic Depressive Association. Mr. Pardes received a B.S. from Rutgers University and an
M.D. from the State University of New York. ‘

RON POLLACK, of Alexandria, Virginia, a long-time advocate for low income Americans,
currently serves as the Executive Director of Families USA, a national consumer organization
dedicated to high—quality, affordable health care. Mr. Pollack has recently issued a report on
managed care that raises significant quality concerns and argues for increased consumer
protection. Mr. Pollack is a founding Board Member of The Long Term Care Campalgn,
Americans for Health, and was also a founding member of the National Academy of Social
Insurance. Mr. Pollack received a B A. degree from Queens College and a I.D. from New York
University School of Law. .

MARTA PRADO, of Hollywood, Florida, is the Senior Vice President of InPhyNet Medical
Management and Chief Operating Officer of InPhyNet's Managed Care and Corrections
Divisions. Ms. Prado was previously administrator and CEO at Miami General Hospital. A
registered nurse, she is former President of the Emergency Nurses Association and was the
Legislative Chairperson of the Florida Nurses Association.. She is a member of the Board of
Directors of the Child Care Connection, and formerly served as a member of the Public Policy
Committee on Aging and the Medicaid Reform Task Force. Ms. Prado graduated from the
Jackson Memorial Hospital School of Nursing and the University of Miami Nurse Practitioner

Program.

ROBERT RAY, of Des Moines, Iowa, is a former Governor of [owa, and serves as Co—Chair
of the National Leadership Coalition on Health Care. Mr. Ray is an expert on rural health issues
and serves as Chair of the National Advisory Committee on Rural Health. As Governor, from
1969-1983, Mr. Ray established the Governors Commission on Health Care Costs. He retired in
August 1996 as President and CEO of IASD Health Services Corporation. Mr. Ray has also

- served as Chairman of the National Governors' Association. He received both his undcrgraduate
and J.D. degree from Drakc University.

THOMAS REARDON,"of Boring, Oregon, is the Medical Director of the Portland Adventist
Medical Group. Dr. Reardon is a Trustee and Vice Chair of the American Medical Association.
He is a member of the Board of Directors on the National Committee for Quality Assurance, a
former Commissioner of the Physician Payment Review Commission and of the Joint
Commission on Accreditation of Healthcare Organizations. Dr. Reardon earned a B.S. degree
from Colorado State University and an M.D. from the University of Colorado.

| KATHLEEN SEBELIUS, of Topeka, Kansas, cprréntly serves as the Insurance Commissioner
for the State of Kansas and as Vice Chair of the Health Committee of the National Association
of Insurance Commissioners. Previously, she served as a Member of the Kansas House of

~



Representatives. Her efforts as Insurance Commissioner have resulted in new laws in Kansas,
including a bill mandating a 48 hour minimum stay for mothers and newborns in the hospital,
prohibition of an insurance deductible for payments of childhood immunizations, and extended
portability for widows and divorcees in health care plans. Ms. Sebelius earned a Bachelor's
degree from Trlmty Cellege and a Masters in Public Administration from Kansas University.

STEVEN S. SHARFSTEIN, of Baltimore, Maryland one of the nation's leaders in mental
health, is President, Medical Director and CEO of Sheppard Pratt, a non-profit behavioral health
system. Dr. Sharfstein is Clinical Professor at the University of Maryland and a Professorial
Lecturer in Psychiatry at Georgetown University School of Medicine and at Johns Hopkins
University. He is a member of many professional associations, including the American
Psychiatric Association, the American College of Psychiatrists, the American Medical
Association, and the Southem Psychiatric Association. Dr. Sharfstein received a B.A. from
Dartmouth College, an M.D. from the Albert Einstein College of Medicine, and an M.P.A. from
the John F. Kennedy School of Government at Harvard University.

PETER THOMAS, of the District of Columbia, is a principal in the law firm of Powers,
Pylers, Sutter & Verville, P.C. Mr. Thomas has a federal law and legislative practice in the
areas of health care reform, managed care, reimbursement policy, Medicare and Medicaid, and
rehabilitation research appropriations. Mr. Thomas has personal experience with physical
disability, using two artificial legs since the age of ten and serves as Co~Chair of the Health
Task Force of the Consortium for Citizens with Disabilities (CCD), a Washington-based
coalition of over 100 national disability-related organizations. Mr. Thomas has served on the
National Advisory Board on Medical Rehabilitation Research at the National Institutes of Health
and has co—authored an employment guidebook on the Americans with Disabilities Act of 1990.
Mr. Thomas received a B.A. degree from Boston College and a J.D. from Georgetown =~
University Law Center. '

MARY WAKEFIELD, of McLean, Virginia, currently serves as the Director and Professor of -
the Center for Health Policy at George Mason University. From 1993 to 1996, Ms. Wakefield
was Chief of Staff to Senator Kent Conrad, advised the Senator on the health related issues of

the Senate Finance Committee, and analyzed the impact of legislation on health care. A
registered nurse, she previously served as Co—Chair of the Senate Rural Health Caucus staff
organization while serving as Administrative Assistant to Senator Quentin Burdick. A native of |
North Dakota, Ms. Wakefield earned a B.S.N. from the University of Mary, in Bismarck, an
M.S.N. and a Ph.D. from the Umvemty of Texas. -

GAIL WARDEN, of Detroit, Michigan, currently serves as President and CEO of the Henry
Ford Health Systems, one of the nation's leading vertically integrated health care systems and
premier academic medical centers. At Henry Ford, he has spearheaded affiliations to optimize
the health care services and insurance programs delivered to Detroit area residents. Mr. Warden
is the past Chairman of the National Committee for Quality Assurance. He serves on the
Governing Council of the Institute of Medicine of the National Academy of Sciences, is a
member of the Board of the Robert Wood Johnson Foundation, is Vice Chairman of The



Hospital Research and Educational Trust, and chairs the Department of Veterans Affairs
Associated Health Professions Review Committee. Mr. Warden is a graduate of Dartmouth
College and earned a Master's in health care management from the University of Michigan.

ALAN WEIL, of Denver, Colorado, currently is co-director of the Assessing the New
Federalism Project at the Urban Institute. This project, the largest in the Institute's 29 year
history, will monitor and assess the effects of welfare reform and health care reform around the
country. Mr. Weil has previously served as the Executive Director of the Colorado Department
of Health Care Policy and Financing, where he was responsible for Medicaid and other
medically indigent programs, health data collection and analysis function, health policy
development, and health care reform. As Executive Director, he was the principal health policy
advisor to Governor Roy Romer. Mr. Weil's accomplishments include implementationof a -
mandatory electronic claims submission system for Medicaid, and implementation of an
innovative risk-adjustment system for setting Medicaid HMO rates. Mr. Weil received a B.A.
from the University of California at Berkeley, a Master's in Public Policy from the John F.
Kennedy School of Government at Harvard University, and a J.D., cum laude, from Harvard
Law School.

SHELDON WEINHAUS, of St. Louis, Missouri, is an attorney who has worked extensively
representing workers in health care litigation, with a practice focus on health benefit and
disability claims of patients covered under employer provided group benefit plans. He has
devised claims processing and litigation strategies and theories to obtain judicial reversals of
coverage denials for life saving and cutting-edge medical procedures, such aé double lung
transplants and high dose chemotherapy. Mr. Weinhaus serves on the Board of Directors of the
Patient Advocate Foundation, was on the Missouri Task Force for Breast Cancer Coverage, and
is a member of the National Health Lawyers Association and the National Employment Lawyers
Association. Mr. Weinhaus earned a Bachelor's degree from the University of Arizona, and a
J.D. degree from the Washington University School of Law.

STEPHEN F. WIGGINS, of Darien, Connecticut, is the Founder, Chairman and CEO of
Oxford Health Plans, Inc. Oxford owns and operates health maintenance organizations and
insurance companies in New York, New Jersey, Pennsylvania, New Hampshire and Connecticut.
Prior to his tenure at Oxford, he formed Accessible Space, Inc., in 1979, a non-profit health care
company which develops and operates residential facilities for the mobility impaired and brain
injured;* Mr. Wiggins has continued to serve as a Board member since its founding. Mr.
Wiggins received a B.A. from Macalester College and an M.B.A. from Harvard University.

The President also announced today that Janet Corrigan, of Maryland, will serve as the
Executive Director of the Advisory Commission on Consumer Quality and Protection in the
Health Care Industry. ’

Janet Corrigan, of Columbia, Maryland; will be the Executive Director of the Advisory
Commission on Consumer Quality and Protection in the Health Care Industry. She currently is a



principal researcher at the Center for Studying Health System Change. The Center monitors and
assesses the evolution of the health care industry and its impact on local health care markets, and
consumer satisfaction, access and the utilization of health services. She has also served as Vice
President for Planning and Development at the National Committee for Quality Assurance,
where she was responsible for the development of a standard set of performance measures, a
$2.1 million Report Card Pilot Project, and oversight of state projects involving quality
measurement and health plan accountability. Dr. Corrigan received a B.A. from Syracuse
University, an M.B.A. from the University of Rochester, an M.P.H. from the University of
Rochester Medical Center, a Masters of Industrial & Operations Engineering from the University
of Michigan, and a Ph.D: in Health Services Organization & Policy from the University of
‘Michigan. ‘ : ‘



Office of the Press Secretary

For Immediate Release o March 26, 1997

EXECUTIVE ORDER
ADVISORY COMMISSION ON CONSUMER PROTECTION‘ \
AND QUALITY IN THE HEALTH CARE INDUSTRY
(As A mended)

By the authority vested in me as President by the Constitution and the laws of the United
States of America, including the Federal Advisory Committee Act, as amended (5 U.S.C. App)), it
is hereby ordered as follows

. Section 1. Establishment. (a) There is estabhshed the Adwsory Commission on
Consumer Protection and Quality in the Health Care Industry (the “Commission™). The
Commission shall be composed of not more than 32 members to be appointed by the President.
The members will be consumers, institutional health care providers health care professionals,
other health care workers, health care insurers, health care purchasers, State and local govemment
representatives, and experts in health care quality, financing, and admlmstratlon

(b) The Secretary of Health and Human Services and the Secretary of Labor shall serve as
Co-Chairs of the Commission. The Co-Chairs shall report through the Vice Pre51dent to the
President.

Sec. 2. Functions. (a) The Commission shall advise the President on changes occurring
in the health care system and recommend such measures as may be necessary to promote and
assure health care quality and value, and protect consumers and workers in the health care system
In particular, the Commission shall:

(1) Review the available data in the area of consumer information and protections for
those enrolled in health care plans and make such recommendatlons as may be necessary for
‘improvements;

(2) Review existing and planried work that defines, measures, and promotes quality of
health care, and help build further consensus on approaches to assure and promote quality of care
in a changing delivery system; and

(3) Collect and evaluate data on changes in availability of treatment and services, and
make such recomniendations as may be necessary for improvements.



(b) For the purpbse of carrying out its functions, the Commission may hold héaﬁngs
establish subcommittees, and convene and act at such tlmes and places as the Commission may -
find advisable.

S_eg. 3. Reports. The Commission shall make a preliminary report td the President by
January 31, 1998. A final report shall be submitted to the President March. 30, 1998

Sec. 4. Administration. (a) To the extent permitted by law, the heads of executive
departments and agencies, and independent agencies (collectively “agencies”) shall provide the
Commission, upon request : with such information as it may require for the purposes of carrying
out its functions. : '

(b) Members of the Commlssmn may receive compensation for their work on the
Commission not to exceed the daily rate specified for Level IV of the Executive Schedule
(5 U.S.C. 5315). While engaged in the work of the Commission, members appointed from among
private citizens of the United States may be allowed travel expenses, including per diem in lieu of
subsistence, as authorized by law for persons serving intermittently in the Government service
(5 U.S.C. 5701-5707) to the extent funds are available for such purposes.

(c) To the extent permitted by law and subject to the availability of appropriations, the
Department of Health and Human Services shall provide the Commission with administrative
services, funds, facilities, staff, and other support services necessary for the performance of the
Commission’s functions. The Secretary of Health and Human Services shall perform the
administrative functions of the President under the Federal Advisory Committee Act, as amended
¢u S C. App.), with respect to the Commission.

Sec. 5. General Provision. The Commission shall terminate 30 days after submitting its
final report, but not later than 2 years from the date of thls order, unless extended by the
President. . .

WILLIAM J. CLINTON

THE WHITE HOUSE
~March 26, 1997.

# # #
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Statement In Support Of The President’s Advisory Commission on Consumer
Protection And Quality In The Health Care Industry

The National Multiple Sclerosis Society strongly supports the President’s
Advisory Commission on Consumer Protection and Quality in the Health Care
Industry. It is part of the Society’s mission to end the devastating effects
of poor or inappropriate health care in the lives of people who live with MS.
Ve must work to achieve quality health care, judged on accessibility to needed
care, high standards, choice, and accountab1lity

The following principles are basic to any quality health care for consumers:

1. Consumers must have access to a medical provider within their health plans
vho is vell-versed in the patient’s special health-care needs, othervise there
may be no one willing or able to attest to the "medical necessity" of the
services and to advocate for them resulting in important services being denied
or delayed.

2. Consumers must have access to providers outside their health plans vho are
expert in their condition - with at least 80% coverage.

3. VUhere there is pharmaceutical coverage in a health plan,
consumers/physicians must be alloved off-formulary requests. Health plans are
increasingly using drug formnlaries to hold down costs. In treating a .
condition such as MS, a physician often must experiment and change
prescriptions depending on symptoms and the patient’s response.

Individualized prescribing should not be discouraged by a restrictive,
burdensome formulary. Nor can therapeutic substitution be allowed without
physician approval.

4. Consumers must have access to specialized and rehabilitative services.
Persons with MS often do well vhen they have access to a full range of
specialized and rehabilitative services including durable medical equipment,
preventive therapy and mental health counseling. It is important that the
staff of managed care facilities understand this need and respond
appropriately.

5. Health plans unst be required to fully disclose:
- definition of medical necessity - services provided and NOT provided
- lists of do;tors and specialists - cost-control measures

6. Consumers must have a right to speedy appeal, such as a 24 to 48 hour
independent reviev for appeal of gatekeeper/primary care or specialist
. physician decisions. :

The National Multiple Sclerosis Society vievs this Advisory Commission as an
excellent forum to ensure that the health of all Americans improves. .

The National MS Society...One thing people with MS ¢an count on.
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WHSO FINAL LAYOUT
K. Widdess

HEALTH CARE QUALITY COMMISSION ANNOUNCEMENT
Wednesday, March 26, 1997

East Room, State Floor

60 guests/Open Press

NW Gate Arrivals:  12:45 p.m.
EV'Gate' Arrivals: 1:30 p.m. S

Invite Time: ©.2:00 p.m.
POTUS Time: Br1eﬁng 2:00 - 2:15 p.m. (Red Room)
Event 2:15 - 3:00 p.m.
12:45pm Commission Members arrive at the Northwest Gate and are escorted to the
Diplomatic Reception Room for event briefing. (Contact: B. Woolley, D. '
Wexler)

Participants: Secretary Shalala Melissa Skof’ ield, Chris Jennmgs
Manifest: Janet Corrigan

Richard Sorian

John Eisenberg

Barbara Woolley

Dan Wexler,

Sarah Bianchi

Christa Robinson

e OOpm ' ~ Secretary Shalala arrives at West lobby and is escorted to the D1ploma‘uc
- Reception Room for briefing with Commission Members. -
Contact: A. McGuire

1:30pm ‘ Acting Secretary Metzler arrives at West Lobby and is escorted to the
Red Room. ’
' Contact: A. McGuire ‘
1:30pm East Visitor Entrance opens for guest arrival. Guests are seated in the East

Room. : |
' List Coordinator: K. Widdess
SIC: J. Schwartz -

2:00pm - 2:15pm The President arrives in the Red Room for event briefing.
Participants {per C. Robinson): _ Sccretary Shalala Peg Clark
. Acting Secretary Metzler  Carolyn Curiel
Erskine Bowles
- John Podesta
Bruce Reed -
; Chris Jennings
' _ Bob Nash
" Maria Echaveste

~ Rahm Emanuel

>
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2:15pm = PROGRAM BEGINS:
‘ - The President’s Advisory Commission on Consumer Protection
and Qualrty in the Health Care Industry is announced and proceeds ‘
to seats on stage and at table in the East Room. -

- ~ The President, Secretary Shalala and Actlng Secretary Metzler are
annotinced and proceed to table.

- ‘Acting Secretary Metzler delivers remarks and introduces

Secretary Shalale.
| - Secretary Shalala deliyers rerrrarks and intreduces The Presi(ienf. |
- The President delivers remarks.
3:00pm ‘Upon conclusron of remarks The President, Secretary Shalala and Actmg |

Secretary Metzler depart the State Floor.

Commission Members proceed to State Dining Room to hold for Press
interviews. '
Contact: B. Woolley, P. Lewis
-

Other Guests depart East Gate.

SET UP NOTES (per J. King): STAGE - Gold Stage against South wall of East Room; 16 chairs
on gold stage, 12 chairs on ground level in front of stage; special chair for POTUS; Blue Goose
flanked by banquet tables on ground level. AUDIENCE - 60 Chairs in audlence Audience

‘; Stanchioned off; center aisle. OTHER Open press. :

\
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Advisory Commission on Consumer Rights and Quality in the Health Care Industry
Questions and Answers

Question

Why did it take so long to announce this commission? Didn’t the President announce this in
September of 1996? :

Answer

It certainly took longer than any of us would have liked but we wanted to make sure that we cast
a broad net for commission members. We received nearly 1000 nominations and suggestions for
this pane! and each person received full consideration. In addition, the first priority for our.
clearance process had to be given to the President’s White House and Department team. We are
very pleased with the diverse representation of this group, including businesses; consumers,
labor, health care providers, insurers and quality and financing experts.

Question

Why has the commission grown from 20 members to 32?

Answer

After reviewing the more than 1000 nominations it became clear that we needed more
commission slots to assure a broad-based and balanced group of representatives.

Question

What will this commission hope to accomplish?

Answer

The President is calling on the commission to develop a “consumer bill of rights.” He wants it to
particularly focus on consumer appeals and grievance rights. Specifically, he has asked the
Commission to: .

1. Review existing and planned work in defining and measuring quality in health care and build -
further consensus on approaches to assure and promote quality;

2. Collect and evaluate data on the availability of high quality treatment and services and make
- recommendations for improvements.

3. Review all available data in the area of consurner information and protecnon and make
recommendations for improvements.
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Question

The President has asked the Commission to construct a Consumer Bill of Rights. Is this real or
just for show? _ '

Answer

A Consumer Bill of Rights is an integral part of quality assurance. For example, it is part of the

Federal nursing home quality law. In the last few years, many states have been adopting

elements of a bill of rights. Some examples:

o Atleast 21 states have enacted laws requiring health plans to allow Ob/Gyns to serve as
primary care physicians or to allow women to go to Ob/Gyns without prior authorization
from their plan; :

e At least 22 states require an external appeals process for consumers;

» 28 states require plans to provide members with a list of contracting doctors and hospitals;

o 17 states require j:lans to notify plan”members if their primary doctor is no longer in the plan;
and

o At least 12 states have commissions or task forces focusing on consumer protection issues.

We believe that the Commission’s “Consumer Bill of Rights” will expand on these important
and successful models. '

Question

Will the Patient Bill of Rights be mandated on states and private health plans?

Answer

No. The Commission will develop a model Bill of Rights that states, health care plans, health
care providers, associations, and others can use to guide their own efforts. States have already
been quite active in this area and the model should help them in future efforts. Many health
plans and health care professionals have adopted a form of a Bill of Rights and this should assist
them as well. :
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Question

Is this an “anti-managed care” commission?

Answer

Absolutely not. Quality and consumer rights are issues that transcend all models of care. We
need to address those issues in a comprehensive manner so that no matter what kind of insurance
-plan Americans join, they will know that the care they receive is of the highest quality and thelr
rights as consumers are protected.

Question

Won’t the commission serve to delay quality legislative initiatives including those that even the
President has advocated? Isn’t the commission going to compete with these initiatives?

Answer

This commission will complement, not compete with, legislation in the Congress that has broad-
based support. The President will continue to support legislation in this area that has already
received bipartisan support (e.g., barring gag rules, requiring 48-hour stays for women who have
mastectomies). But this is just a start, we must go beyond these reforms to take a comprehensive
look at the quality of care and how we can assure it. The Commission will work on building the
consensus for more far-reaching reforms.

Question

But hasn’t the train already left the station? Senator Kennedy and Rep. Dingell have a bill in the
hopper and many others are already being considered. Haven’t you waited too long?

- Answer

No, not at all. It is still very early in the legislative calendar and there is ample opportunity for
this commission to influence the course of the debate this year and next. We expect the expertise
-of this commission to be of great assistance as the bipartisan leadership of Congress looks for
ways to protect consumer rights and improve quality.



-
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Question

The President has called for enactment of legislation banning gag rules and requiring 48 hours in
the hospital for a2 woman who has had a mastectomy. Isn’t it contradictory to call for passage of
those bills and then create a commission to study the issue?

Answer

No. The President believes we should move ahead and pass legislation when there is broad
bipartisan support. Not only has he just recently stated his strong support for legislation in this
area, but he has directed HHS to move ahead on paticnt protections in the Medicare and
Medicaid programs that do not require additional Jegislative authority. We have a tremendous
record in that regard including barring gag rules, limiting physician incentive schemes,
increasing choice and consumer information, and speeding consideration of appeals and
grievances. We will build on this start with the Commission’s contributions.

Question

The Commission is supposed to consider ways to increase access to care. Isn’t this another way |
to bring back health care reform?

Answer

No. The focus is on quality and consumer rights.. As stated in the President’s Executive Order,
the commission will focus on the “availability of treatments and services,” Although no health
care issue is entirely unrelated to another one, the focus of this commission will clearly be on the
quality and consumer protection issues. Having said this, certainly some of those issues affect
access to care and we hope to be able to address those concerns as well. The President has
consistently said he wants to increase access to health insurance in this country. He has

-proposals before the Congress as part of his balanced budget to provide assistance to families

between jobs, to nearly 5 million uninsured children, and to small businesses who are forced to
pay more for coverage for their workers.

Qnestion

Did the President use this commission to reward campaign contributors and Washington-insiders
who know little about what Americans in the health care system experience?

Answer

Absolutely not. By any measure, these commission members are extremely well respected
experts who have broad and different experiences in the health care system. They have expertise
on a range of health care issues including the unique challenges facing rural and urban
communities, children, women, older Americans, minorities, people with disabilities, mental



03/26/97 ‘WED 12:19 FAX 2026505673 DHHS/ASPA oot

illness and AIDS, as well as issues regarding privacy rights and ethics. They come from all parts
of the country and reflect the diverse population of our Nation.

Question

How much will this cost and who’s paying for it?

Answer

The Commission will cost an estimated $1.8 million over the next year and be paid for by the
Department of Health and Human Services. The members of the Commission will not be paid.

Question

Will the Commission meet regularly? Will they hold public hearings? Will any of their work
have to be public?

Answer

- Yes, the Commission will meet regularly and will hold public hearings. No schedule has been
determined at this time. Yes, the Commission’s work will be made public.

Question

If people want to get information to commission members, how can they do it?

Answer

We will inform the public on how to submit information at the Commission’s first meeting.

Question

Will the report make policy recommendations — legislation and/or other administration action?

Answer

Yes. The Commission will make recommendations, where appropriate, on how best to promote
and assure patient protection and health care quality.

Question

Is the President bound in any way by these recommendations?

Answer

While the President will, of course, review the recommendations of Commission seriously, he is
not bound by them. '
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PRESIDENT CLINTON ANNOUNCES ADVISORY COMMISSION ON
CONSUMER PROTECTION AND QUALITY IN THE HEALTH CARE INDUSTRY

Today, President Clinton announced the members of the Advisory Commission on Consurmer
Protection and Quality in the Health Care Industry. The President called on the Commission to
develop & “Consumer Bill of Rights” to promote and assure patient protections and health care
quality. The Advisory Commission was created through an Executive Order signed by President
Clinton in September, 1996 to build on the Clinton Administration’s commitment to improve the
quality of the nation’s health care system. The 32-member Commission will review rapid changes
in the health care financing and delivery systems and make recommendations, where appropriate, on
how best to preserve and improve the quality of the nation’s health care system.

REPRESENTING BROAD-BASED INTERESTS AND EXPERTISE

Co-chaired by the Secretaries of Health and Human Services and Labor, the Advisory Commission
- has broad-based representation from consumers, businesses, labor, health care providers, insurers,
and quality and financing experts. The Advisory Commission members have vast expertise on a
‘wide range of health issues including the unique challenges facing rural and urban communities,
children, women, older Americans, minorities, people with disabilities, mental illness and AIDS.
There are also members with extensive backgrounds in privacy rights and ethics. Advisory
Commission members come from all parts of the country and reflect America’s diverse population.

. FEOCUSING ON CONSUMER RIGHTS AND QUALITY

The President charged the Commission with developing a “Consumer Bill of Rights” to ensure that
patients have adequate appeals and grievance processes. In developing the “Consumer Bill of
Rights,” the Commission will study and make recommendations on consumer protections, quality,
and the availability and treatment of services. Using the best research to measure real outcomes
and consumer satisfaction across all providers of health care, the Commission will work to give
Americans the tools they need to measure and compare health care quality. It will submit a final
report by March 30, 1998. The Vice President will review the final report before it is submitted to
the President. In addition, the Advisory Commission will play a consultative role should relevant
legislative initiatives move through the Congress prior to the due date of the final report.

¥

BUILDING ON THE ADMMSTMﬂON’S COMMITMENT TO HEALTH CARE QUALITY

The Clinton Administration has a long history of strong support for consumer protection in health
plans, including executive actions and legislative initiatives barring gag rules; hrmtmg physician
incentive arrangements increasing choice and consumer information; and requiring health plans to
allow women to stay in the hospital for 48 hours after a2 mastectomy or after the delivery of a child.
The President has called for this Commission to develop a broader understanding of the numerous
issues facing a rapidly evolving health care delivery system and to help build consensus on ways to
assure and improve quality health care.
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ADVISORY COMMISSION ON CONSUMER PROTECTION
AND QUALITY IN THE HEALTH CARE INDUSTRY

The White House -
~ Marck 26, 1997

Good afternoon.
It is a pleasure and honor to be with all of you today

Mr. President,
it is a great pleasure and honor for me
to be the first speaker for this progr.
since I get the distinction of being the first person
- to thank you publicly for your leadership and bold actions
to ensure that all Americans have access |
to quality health care.

To the members of

the Advisory Commission on Consumer Protection
and Quality in the Health Care Industry: Welcome.

This commission

is made up of a broad base of interests and concems...
with members hailing from all parts of the country
and reflecting the rich diversity of this Nation.

1
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Each member has vast experiences--

and brings special insights--

on a wide range of health issues. .
The Commission includes members with extensive backgrounds
in privacy rights and ethics,

as well as experts on quality information,

purchasing, |

and private sector health benefits.

Individually,
each has contributed in large measure to innovation
in various health care issues. - :

Collectively, I'm sure,

your accomplishments will be nothing short of remarkable.

I... |
on behalf of the entire Department of Labor--
look forward to workmg with you.

And I bring a strong and sincere message of support

from the Secretary of Labor-designate, Alexis Herman...
whose energy and commitment

will add immeasurably to the success of the Commission.
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We all know ~
~ that the health care market--
and the delivery of health care services--
is going through unprecedented change.
At the Labor Department
“we’ve seen first-hand the tremendous growth
in innovative care arrangements,
with the majority of our nation’s workers
enrolled inthese plans. -

The U.S. Department of Labor

has the responsibility of enforcing the federal law

that protects the health benefits

of this county’s 125 million working men and women--
and their families.

These hard working people--

as well as their unions and their employers--
must have the tools they need

to get affordable

and high quality health care coverage.

One of the highest priorities of this Labor Department
" is to make sure that happens.
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‘The private sector has a strong record of achievement
to build from-- ~ |
and build on--

as we move forward.

Clearly, employers and unions can work together--
- as purchasers--

along with providers
- to focus attention

on Costs...

quality...

and basic protection

for America’s working families.

We see that the innovations

in the delivery of health care services

hold great promise for improving the quahty

and the affordability of health care..

But at the same time, =

we vividly see the need to ensure that people have the ability
to protect their health care coverage.

That is why we are here today. |
And that is what this Commission is all about.
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- One of the people who will play a very large role
in the success of this commission is its co-chair...
the U.S. Secretary of Health and Human Services

- who has worked tirelessly
for the well-being of all Americans.

It’s a delight for me to introduce her....

Ladies and gentlemen,
the Secretary Donna Shalala....





