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DRAFT June 	28, 1994 (l1:27pm) 

v~ ,
ALTERNATIVE HEALTH REFORM PROPOSAL 

I. 	 GUARANTEED ACCESS TO COVERAGE 

A. 	 Insurance Reforms 

1. 	 There will be two market sectors: 
a. 	 Individuals and small employers size 2 to 50. 
b. 	 Large groups (employers, associations and MEWAs 

with more than 50 employees or members). 

2 • 	 The insurance market reforms apply to all health plans, 
including self-insured plans, ~ith the following 
exceptions: 
a. 	 Accident, dental, vision, disability income, or 

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

3. 	 Guar~teed issue and guaranteed renewal. 
a. 	 A health plan may not deny, limit, condition, or 

refuse to renew a health benefit plan except as 
indicated in (c) below. 

b. 	 A self-funded health plan sponsored by an employer 
cannot deny, limit, condition, or refuse to renew 
coverage for any employee (and family) except as 
indicated in (c) below. 

c. 	 Exceptions: 
i. 	 Pre-existing condition limitations can be 

imposed on individuals who do not maintain 
continuous coverage as described in (4) 
below. 

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

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

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

to which the person or group belongs. 
vii. 	The health plan has insufficient capacity to 

enroll new members. 
d. 	 A health plan that has approached its capacity 

limitations can refuse to accept new enrollment, 
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:.. or limit enrollment based on a first-come, first 
. served basis. 

e. 	 Individuals will have an annual bpen enrollment 
period of at least 30 days prior to the expiration 
of their health plan policy, during which 
ind~viduals can c~ange healt~ ~lans without being 
subJect to pre-ex1st1ng cond1t1on exclusions. 
Individuals can make changes between open 
enrollment periods for certain qualifying events 
like changes in family status, employment, 
residence, etc~ 

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

g. 	 Health plans may impose group participation 
requirements as long as they are standard for all 
groups. 

4. 	 Portability and Pre-existing Conditions 
a. 	 Health plans may not impose pre-existing condition 

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

exclusion for a condition diagnosed or 
treated within 3 months of coverage is 6 
months. 

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

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

exclusion for a condition diagnosed or 
treated within 6 months of coverage is 12 
months. 

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

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

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

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

the National Association of Insurance 
Commissioners (NAIC). 

b. 	 NArc will recommend allowed discounts for health 
promoting activities. 

c. 	 The ratio of rates between the highest and lowest 
age factor (for under age 65) may not exceed 4:1 
for the first 3 years after implementation, and 
3:1 for years thereafter. 

d. 	 NArc to recommend allowed variations in 
administrative costs based on size of group. 

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

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

6. 	 Every health plan selling in the individual and small 
group market sector must offer the [FedMed) benefit 
package. 
a. 	 An insurer must at least offer one of the 

following versions of the [FedMed]~package: 
i. Fee-for-service, 

ll. Preferred Provider Organization (PPO), or 

iii. 	Health maintenance organization (HMO). 


b. 	 Health plans .may offer any other health benefits 
packages in addition to the [FedMed) package. 

c. 	 Health plans may offer supplemental packages to 
the [FedMed] package, but may not require an 
individual or a group to purchase supplemental 
coverage or link the pricing of a supplemental 
benefit package to that of the standard package. 

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

9 . 	 Risk adjustment (applies to the individual and small 
group market only.) States are to risk adjust across 
insured health plans and self-insured plans of 
employers with 50 or fewer employees. All employers 
with 50 or fewer employees are required to carry "stop
loss" insurance. 

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

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

12. 	 Taft-Hartley health plans, rural electric and telephone 
cooperative health plans and church association health 
plans shall be subject to the insurance reforms 
applicable to large employer plans. 

B. 	 purchasing Cooperatives, FEHBP, MEWAs and Association Plans 

1. 	 Nothing in this Act requires the establishment of a 
purchasing group -- nor prohibits the establishment of 
more than one --in an area. Membership in purchasing 
cooperatives shall be voluntary. 

2. 	 Purchasing groups established to serve the individual 
and small group markets must be open to all individuals 
and small employers who wish to join. 

3. 	 Purchasing groups shall be permitted to contract 
selectively with qualified health plans. If a 
purchasing cooperative negotiates a premium rate lower 
than the health plan's community rate, that rate 
becomes the plan's new community rate. 

4. 	 Any health plan offering a benefit package through, a 
purchasing cooperative must offer at least the [FedMed] 
benefit package through the cooperative. 

5. 	 Insurers are prohibited from establishing a purchasing 
cooperative but may administer one under contract with 
the purchasing cooperative. 
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6~ 	 Federal Employees Health Benefit Plan 
a. 	 . Self-employed individuals and small employers 

(size 2 to 50) may purchase health benefit plans 
offered through FEHB program. 

b. 	 Insurers shall offer self-employed individuals and 
small employers the same benefit planes) that are 
available to federal employees at the same premium 
price (government and employee share) plus an 
administrative fee. 

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

7. 	 MEWA and Association Health Plans 
Limited rules are applied to existing MEWAs and 
Association health plan offering health plans on 1-1-94 
(i.e. Grandfathered plans") and a more comprehensiveM 

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

insured) cannot: 
i. 	 Condition its membership on health status or 

health claims experience of a potential
member. .. 

11. 	 Exclude an employee or dependent of a member 
based on their health status. . 

b. 	 Grandfatheredplans that self-insure must: 
i. 	 File written notification with the Secretary 

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

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

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

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

c. All new MEWAs and association health plans must: 
1. 	 ~over at least 50 lives. 
ii. 	 Complete a certification procedure 

established by the Secretary of Labor. 
iii. 	Meet all the requirements in 7.a. and if 

self-insured, meet the additional 
requirements in 7.b.ii. through iv. above. 
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iv. 	 Be formed and maintained for substantial 
purposes other than obtaining or providing 
health insurance to members. 

v. 	 Be offered or sponsored by a permanent entity 
which receives a substantial majority of its 
financial support from its active members. 

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

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

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

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

d. 	 The Secretary of Labor shall develop regulations 
implementing the requirements of this section 
including expedited registration, certification, 
review and conunent procedures. 

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

f. 	 No deduction shall be allowed to any employer or 
individual who purchases health insurance from or 
through an association health plan unless the 
association provides written notice to each 
contributing employer and individual that the 
association and the health plan have met the 
applicable requirements of this section. 

g. 	 Taft-Hartley health-plans, rural electric and 
telephone cooperative health plans and church 
association health plans are exempt from all 
~equirements described in this section. 

C. 	 Affordable Coverage 

1. 	 Tax Deduction for Self-Employed 
Self-employed individuals and other individuals who do 
not get health insurance from their employers would get 
a deduction equal to 100 percent of the cost of 
insurance phased in as follows: 

1994 and 1995--25% 1998 and 1999--75% 
1996 'and 1997--50% 2000 and after 100% 
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2. 	 Medical Savings Accounts 
a .. Medical savings accounts (MSAs) are linked with 

the purchase of catastrophic health insurance 
coverage. 

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

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

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

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

and penalty-free if used for medical expenses not 
reimbursed under the catastrophic policy and for 
premiums and medical expenses for long-term care. 
Premiums for catastrophic coverage cannot be paid 
out of MSA. 

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

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

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

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

rules applicable to lRA~s. 

3. 	 Low-income Subsidies 
a. 	 Creates a new safety net subsidy program for low

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

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

citizens or permanent resident aliens; 
ii. 	 Medicaid eligibles; 
iii. 	Medicare beneficiaries; or 
iv. 	 Individuals who receive employer-financed 

coverage. 
c. 	 An employer that finances health care coverage for 

any employee would not be allowed to discriminate 
against any employee based on his/her eligibility 
for a low-income subsidy. Employers who violate 
this rule would be assessed a penalty equal to the 
maximum subsidy amount for the geographic area 
multiplied by the number of affected individuals. 
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d. 

e. 

f. 

g. 

h. 

In the case of an employee working for an employer 
providing employee-only coverage (not including 
'the employee' s dependents) and whose family is 
otherwise eligible for a subsidy, the employee 
would have the option to take the employer's 
coverag~ or subsidized family coverage. 
Subsidies will be applied only to the purchase of 
the [FedMed] package defined by the Secretary of 
HHS. Subsidies would be provided for premiums 
only, up to a maximum amount. 
By regulations, the Secretary shall establish a 
(FedMed] benefits package that includes, at a 
minimum, the categories of benefits described in 
law Title V of the United Stat~s Code for the 
Federal Employees Health Benefit program and in 
the HMO Act of 1973. In so doing, the Secretary 
shall take into account, the following priorities: 
i. 	 Parity (with respect to cost-sharing and 

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

ii. 	 Consideration for needs of children and 

vulnerable populations, including those in 

rural, frontier, and underserved areas; and 


iii. 	Improving the health of Americans through 
prevention. 

Coverage decisions about new procedures and 
technologies are made by health plans, using 
criteria for medical appropriateness developed by 
the Secretary. 
The Secretary shall vary cost sharing arrangements 
to accommodate different delivery system models 
through which subsidized individuals may receive 
health care services. All versions of the 
[FedMed] package shall have reasonable cost
sharing (including an out-of-pocket limit) 
appropriate to the delivery system . 

.i. For a fee-for-service version, cost sharing 
shall be similar to the health plan in the 
Federal Employees Health Benefit program with 
the highest enrollment, adjusted for the 
.special needs and financial capabilities of 
the population eligible for subsidies. 

ii. 	 For a managed care version, cost sharing 

shall be similar ~o the HMO plan in the FEHB 

program with the highest enrollment. 


iii. 	For plans with provider networks, higher 

cost-sharing sufficient to encourage use of 

the network shall be allowed for out-of

network, nonemergency services. 
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i. 

j. 

k. 

1. 

m. 

n. 

o. 

p. 

In defining the initial benefits package, the 
Secretary shall ensure that the actuarial value of 
the package in its fee-for-service version be 
equal to the actuarial value of the highest
enrollment plan offered under the Federal 
Employees Health B7nefit program in 1994, assuming 
a nat10nal populat1on under age 65. Managed care 
health plans shall offer the same set of services 
defined by. the Secretary for fee-for-service 
health plans. 
The maximum subsidy amount would be the amount the 
Federal governmen~ uses to calculate its maximum 
(75%) contribution for· Federal employees' 
insurance under FEHBP, calculated without the 
population 65 and older. The maximum amount would 
be determined annually. 
The Secretary of HHS will specify maximum subsidy 
amounts for each geographic market area for the 
same age groups and family composition classes in 
the small group market. The Secretary would use 
appropriate factors to adjust the maximum amount 
for: 
i. Geographic di£ferences in health care costsi 
ii. Age; and, 
iii. Family composition (there would be no poverty 

adjustment for family size greater than 4). 
Individuals and families with income below 90% of 
the Feder~l poverty level (100% in future years, 
if funding is available) would receive a full 
premium subsidy. 
If additional funding is available, individuals 
with income above the poverty level would receive 
a partial premium subsidy. Individuals above 150% 
of poverty would not be eligible for a subsidy. 
In addition, no subsidy would be payable for those 
entitled to a subsidy of $150 or less. 
For individuals with income above the poverty 
level but below 150%, the subsidy percentage would 
decline on a stepped basis as income increased. 
The amount of the subsidy would be a percentage of 
the maximum subsidy amount for individuals below 
poverty. 
Eligibility for subsidies will be calculated on an 
annual basis. Income tax return information will 
be used in determining eligibility to the extent 
possible. 
An individual or family that has an approved 
application for a subsidy must file an end-of-year 
income reconciliation statement. Failure to do so 
will result in ineligibility for subsidies until 
the statement is filed, unless there is good 
cause. 
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q. 	 States would determine eligibility for subsidies. 
States will be liable to the Federal government 
for subsidy payments made in error. The Federal 
government would share the administrative expense 
of determining eligibility for subsidies at a rate 
of 50% Federal/50% state. 

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

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

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

D. 	 Report on Health Care System 

By January IS, 199B, the President must submit to the 
Congress findings and recommendations on each of the 
following: 
1. 	 Characteristics of th€ insured and uninsured, including 

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

2. 	 Steps to improve access to health care and increase 
health insurance coverage of the chronically uninsured. 

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

on the cost and availability of new products. 
5. 	 Effectiveness of cost containment strategies at the 

fede~al and state level and in the private sector. 
6. 	 Effectiveness of efforts to measure and improve health 

care outcomes in the public and private sector. 
7. 	 Effectiveness of new federal subsidy programs, 

including recommendations to restrain future growth. 
8. 	 Effectiveness of initiatives targeted to underserved 

urban and rural populations. 
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II. 	 IMPROVED HEALTH CARE DELIVERY SYSTEM 

A. 	 Consumer Value In Health plans 

1. 	 A "Consumer Value" progr~ will be developed by the 
states for the purposes of: 
a. 	 Assuring minimum quality standards for health 

plans; 
b. 	 Making available comparative information about 

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

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

consumer information areaSi 
b. 	 Developing minimum guidelines for use in 

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

c. 	 Requiring states to establish a consumer value 
program that r-esults in comparative information on 
health plan offerings and quality distributed to 
all consumers. 

3. 	 Consolidating Research Functions for Quality and 
Consumer Information 
a. 	 Current federal research activities supporting 

quality and consumer information will be 
consolidated within HHS and called the Agency for 
Quality Assurance and Consumer Information. The 
agency will carry out its activities in close 
consultation with expert private and public 
entities in quality and consumer information. 
Research priorities will be set in consultation 
with expert groups. 

b. 	 The focus of the new consolidated research area 
will be to support activities in the areas of: 
i. 	 Effectiveness and appropriateness of health 

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

access to care, use of healt~ ~ervices, 
health outcomes, and patient satisfaction; 

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

v. 	 Conduct effectiveness trials in the private 
sector in partnership with expert groups; 

vi. 	 Assure the systematic evaluation of existing 
as well as new treatments and diagnostic 
technologies in a continuous effort to 
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upgrade the knowledge base for clinical 
decision-making and policy choicesi 

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

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

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

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

4. 	 Process for.Certification 
a. 	 Secretary of HHS Responsibilities 

i. 	 The Secrstary, in consultation with NArc and 
expert groups in the areas of quality 
assurance (such as the Joint Commission on 
Accreditation of Healthcare Organizations, 
the National Committee for Quality Assurance, 
and the Peer Review Organizations) will set 
minimum guidelines for the certification of 
health plans. The Secretary is to complete 
the guidelines within 6 months of enactment 
of the bill. 

ii.Special 	Federal rules would apply to self
insured multi-state employer plans and MEWAs. 

iii. 	The Secretary will approve certifying, 
organizations that are qualified to complete 
health plan certifications in any state. 

b. 	 States' Responsibilities 
i. 	 States will be responsible for implementing 

the guidelines; 
-ii. 	 States are expected to' coordinate public 

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

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

iv. 	 States may contract with private entities 
(giving them deemed status) for carrying out 
the certification activities; 
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v. 	 Health plans may select a state-approved or 
HHS-approved certifying organization to 
complete their certificationsi and, 

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

5. 	 Minimum Guidelines for Health Plan Certification 
The Secretary of HHS will develop minimum guidelines 
for certification of health plans in these areas: 
a. 	 Quality Assurance Guidelines 

i. 	 Quality management 
ii. 	 Credentialling 
iii. 	Utilization management 
iv. 	 Governance 
v. 	 Policy and quality prricesses 
vi. Provider selection and due process 
Vll. Guidelines and protocols 

b. 	 Consumer Protections 
i. 	 Comparative consumer information 
ii. 	 Marketing-agents and materials 
iii. 	Non-discrimination 
iv. 	 Continuation qf treatment (in the event of 

insolvency) 
v. 	 Grievance procedures 
vi. 	 Advanced directives 
vii. 	Financial practices that interfere with 

quality.of care 
c. 	 Reasonable Access 

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

access to services for vulnerable 
populations; and 

(2) 	 Safeguards required to assure continued 
access to services and reasonable 
payment for services for vulnerable 
populations. 

ii. 	 Anti red-lining rules 
iii. 	Provider non-discrimination (e.g., 

discrimination solely based on the provider's 
academic degree) 

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

liquidity, accounting, and reporting 
iii. 	Guaranty fund participation 
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In establishing minimum guidelines, the secretary (in 
consultation with the NAIC) will address the issues 
(and recommend customized guidelines "for each) of 
certification for various models of health plans, 
taking into consideration: 
a. 	 Multi-state insured plans, 
b. 	 Frontier, rural and inner city considerations (and 

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

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

6. 	 Consumer Value Program 
a. 	 States shall begin immediately, upon enactment, to 

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

b. 	 States ~ay designate an independent organization 
to carry out the consumer value program (giving it 
deemed status); 

c. 	 The Secretary of HHS will provide to states the 
minimum guidelines for the consumer value program 
(see minimum guidelines for comparative consumer 
information (S.b.i.), including a model "report 
card" to assure a level of standardization to 
allow state to state comparisons; 

d. 	 States may exceed the minimum guidelines- federal 
grants will be available to states for 
demonstrations experimenting with guidelines 
beyond the federal minimums; . 

e. 	 If the Secretary determines that states have not 
established a consumer value program within six 
years, the Secretary may implement such in the 
state. 

7. 	 Pre-emption of State Anti-Managed Care Laws 
All state anti-managed care laws will be preempted, 
such as (but not limited to): 
a. 	 ~ti-managed care (such as "any willing 


provider") , 

b. 	 Corporate practice of medicine, 
c. 	 Insurance benefit mandates, 
d. 	 Cost-sharing mandates, and 
e. 	 Utilization review mandates. 

8. 	 Administrattve'Simplification 
a. 	 Secretary of HHS will adopt standards for health 

data and transactions (from common practices in 
the private sector). Categories of standards may 
include: 
l. Financial, administrative transactions; 
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ii. 	 Enrollmentinformationi 
iii. 	Financial and administrative data; 
iv. 	 Unique identifiers (subject to strict patient 

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

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

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

ii. 	 Penalties apply for noncompliance to 
standards. 

c. 	 S:tate "Quill Pen" laws are preempted. 
d. 	 Entities operating in the national health care 

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

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

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

g. 	 Secretary may authorize grants for demonstration 
projects.

h. 	 Administrative s~mplification standards and 
processes will coordinate with the quality and 
consumer information processes and certification 
areas. 
The Medicare/Medicaid data bank (from OBRA93) will 
be repealed once the administrative simplification 
system is operational. 

9. 	 Authorization of Appropriations 
This bill would authorize appropriations for the 
activities described above. 

10. 	 Fraud 
The current Medicare and Medicaid penalties for health 
care fraud and abuse will apply to all health care 
fraud affecting Federal subsidies or other Federal 
outlays. These include exclusion from participation in 
Federal health programs and the imposition of civil 
money and criminal penalties. 
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B. 	 Building Primary Care Capacity in Underserved Areas 
-

1. 	 Purpose 
a. 	 Safeguards to assist vulnerable populations to 

access local health services and practitioners; 
b. 	 Funding in certain areas to assist providers and 

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

c. 	 Funding'to increase primary care capacity in 
underserv.ed areas i and 

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

2. 	 Redefining Underserved Areas in the Changed Market 
States to designate frontier, rural and urban areas as 
underserved taking into account: 
a. 	 Lack of access to health plansi and 
b. 	 Lack of access to quality providers and health 

care facilities in such areas. 
The designations must be approved by the Secretary of 
HHS. Underserved areas do not need to meet MUA or HPSA 
definitions. The designation is for no longer than 
three years. Special privileges for areas designated 
as underserved include: 
a. 	 Secretary, in health plan standards, may require 

health plans in adjoining areas to include the 
underserved area in their service area; 

b. 	 State may apply certain special risk adjustment 
(extra payments) to increase the compensation of 
health plans serving the underserved area; 

c. 	 Federal assistance for network development 
(planning and capital dollars) and to increase 
primary care services will be given first to areas 
designated as underserved; and 

d. 	 Technical assistance will be available to these 
areas to meet the quality, consumer information, 
administrative simplification, access, health plan 
certification, and other requirements of reforms 
(from the Secretary of HHS and the Quality 
Assurance and Consumer Information Agency.) 

3. 	 Investment in Infrastructure 
a. 	 Network Development Funds-

i. 	 Planning fUnds
a. 	 Grants for use in planning and 

development of networks of providers and 
plans; 

b. 	 Other planning grants to transition 
facilities to compete more effectively 
(these grants replace the rural 
transition grant program); 
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ii. 	 Technical assistance funds- to comply with 
health plan certification guidelines, 
administrative simplification data and 
transaction standards, quality assurance 
~ctivities, consumer information programs, 
1nsurance reforms, and other reform 
requirements; and 

b. 	 Capital (low interest loans) assistance for the 
reconfiguration of facilities, start-up capital, 
establishing reserves, and setting up information 
systems for entities in networks. 

4. 	 Increasing the Numbers of Services, Practitioners, and 
Plans 
a. 	 Tax credits, expensing of medical equipment, and 

loan repayments for primary care practitioners in 
geographic areas· recognized by the Federal Office 
of Shortage Designation and any new underserved 
areas as defined in #2 above. 

b. 	 Increase Federal support for primary and 
preventive health care services aimed at segments 
of the p'opulation most likely to be uninsured and 
at high risk: 
i. 	 Comprehensive Prenatal Care services and 

outreach grants for programs serving women at 
risk of low birthweight babies; 

ii. 	School-based Health Education -- Increase 
assistance to local education agencies for 
pre-school programs that provide 
comprehensive health education to children; 
and 

iii. 	Other Primary and Preventive Services - 
Increase authorization of targeted programs 
such as: childhood immunization, maternal 
and child health, breast and cervical cancer 
prevention, HIV early intervention, 
tuberculosis prevention, health care for the 
homeless, and community and migrant health 
centers. 

c. 	 Increase Public Health Act funding for: 
i: 	 Grants to Community Health Centers, Migrant 

Health Centers, FQHCs and look-alikes; 
ii. 	 Increase funding for AHECs through 1999; and 
111. 	Fully fund the National Health Service Corps; 

d. 	 Funding for telemedicine and related 
telecommunications technology support for frontier 
and rural areas; and 

e. 	 Frontier and rural areas medical transportation 
funding. 
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5. 	 Payment Flexibility 
a .. Extending EACH/RPCH to all states and making 

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

classification through 1998; 
d. 	 Extend the MAF demonstration to all states; 
e. 	 Increase Medicare reimbursement to physician 

assistants and nurse practitioners in rural and 
urban areas; and 

f. 	 Medicare and Medicaid waivers to establish rural 
networks. 

6. 	 Studies, Responsibilities 
a. 	 ProPac will make recommendations within six months 

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

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

c. 	 An Office of the Assistant Secretary for Rural 
Health Mill be established (elevates an existing 
positidn) to advise the Secretary on all rural 
provisions in reform . 

. C. Health Professionals 

1. 	 Education 
a. 	 Oversight: 

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

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

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

(3) 	 The role of the Commission will be set 
in law and a timetable for reports on 
specific questions of workforce policy 
and payment, including but not limited 
to: 
(a) 	 Profile the composition of the 

phYSician and non-physician 
workforce and address how the 
composition (numbers and mix) fits 
market needs; 
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(b) 	 Process for funding (consider 
consortia and the current 
"residency match" ·program as 
mechanisms to distribute dollars); 

(c) 	 Future payment policy for Medicare 
for graduate medical education 
such recommendations shall 
explicitly address possible all 
payer pool, its design and 
function; 

(d) 	 Incentives for primary care and 
underserved areas; 

(e) 	 Foreign medical graduates' policy; 
(f) 	 Future direction and coordination 

of grants, demonstrations, and 
other funding affecting the 
workforce. The consortia concept 
will be further deyeloped for 
demonstrations. 

b. 	 Funding: 
i. 	 A broader base (complementing the Medicare 

dollars) will be explored by the commission 
to. fund graduate medical education, research, 
and teaching hospitals. 

ii. 	 Medicare. During a transition period, DME 
and IME dollars will continue. Modifications 
will be made to the two funds as follows: 
(1) 	 DME -- Formula will be modified to be 

more equitable and better reflect 
current situations and eliminate radical 
variances in per resident average 
amounts. Ambulatory, rural, and other 
non-hospital sites will be encouraged 
and reimbursed. 

(2) 	 lME -- Will continue as a separate pool, 
but the fund will be reorganized after 
the commission's explorations. The 
specific issues of the service versus 
training roles in public hospitals will 
be considered along with phase out plans 
for the Medicare and Medicaid DSH funds. 
IME funds will also be available for 
non-hospital sites, if appropriate. 

(3) 	 The Secretary will conduct 10 Medicare 
Demonstrations for the purposes of 
increasing the numbers of primary care 
practitioners trained (graduate 
education). The Demonstrations may be 
multi-state. All Medicare DME and IME 
funds historically used in the 
geographic area may be distributed to 
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consortia. Criteria for consortia will 
be established by the Secretary. 
Additional incentives dollars may be 
paid 	to consortia from any savings in 
Medicare DME and IME formula changes. 

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

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

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

b. 	 Several Liability for non-economic and punitive 
damages. . 

c. 	 Periodic Payments for damages of over $100,000, 
with judge given discretion to waive in interests 
of justice. 

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

e. 	 Limits on Attorneys Fees - a sliding scale limit, 
to be determined later (California is too 
generous) . 

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

g. 	 Clear and ConvinGing Standard for first seen 
obstetric cases. 

h. 	 Drugs and Devices. No punitives if approved by 
FDA and no fraud in the approval. 

i. 	 Punitive Damages Reform. Includes requirement of 
proof dedication of funds, definition of liability 
standa~ds, including vicarious liability. 

j. 	 Right of Subrogation or Automatic Subrogation 
under Collateral Source Rule. 

k. 	 Gonsumer Protections - Require Risk Management at 
hospitals; extend good faith liability protection 
to state licensure boards; some liability 
protection for those providers reporting other 
providers to state licensure boards; permit 
licensure boards to enter agreements with 
professional societies to license and review 
health care practitioners (Michel bill). 

D. 	 Long-Term Care 

1. 	 Tax clarification 
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a. 	 All long-term care services are treated as medical 
. expenses under the tax law, meaning that - 

i. 	 Long-term care expenses and" insurance 
premiums above 7.5% of AGI would be 
deductible from income 

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

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

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

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

e. 	 Exclude certain accelerated death benefits from 
taxable income. 

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

3. 	 Tax credits ,will be provided for the cost of personal 
assistance services for the working disabled. 

4. 	 Modifications to Medicaid long-term care (see below). 

5. 	 Acute/LTC integration demonstration project. 
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III. 	IMPROVED FEDERAL HEALTH PROGRAMS 

A. 	 Medicaid 

1.. 	 Acute Care 
a. 	 At the option of the state, Medicaid recipients 

would be permitted to enroll in any certified 
health plan offered in the geographic area. The 
state may not restrict the individual's choice of 
plan. The state would not be required to pay more 
than the maximum subsidy amount for the subsidized 
population in the geographic area. 

b. 	 The. number of individuals electing to enroll in a' 
certified health plan will be limited to 15% of 
the eligible Medicaid popula~ion in the state in 
each'of the first 3 years, increasing by 10 
percentage points (e.g., 25, 35, 45, etc.) in each 
year thereafter. 

c. 	 The Secretary shall study the impact on qualified 
health plan premiums and make recommendations to 
the Congress. 

d. 	 The Act establishes a Medicaid risk contract 
program which ""'ould allow st.ates (at their option) 
to enter into risk contracts with organizations 
that meet Federal standards for access, 
enrollment, and quality assurance. Medicaid 
recipients would be permitted to enroll in one of 
at least 2 qualified risk contract plans offered 
in the area. The state may not restrict the 
individual's choice of plan. 

e. 	 Federal Medicaid spending for acute care services, 
including expenditures for payments to qualified 
health plans, will be subject to an annual payment 
cap for each state. The cap will be determined by 
multiplying the per-capita amount times the number 
of Medicaid recipients in the state. The per
capita amount for FY 1996 is equal to 118% of the 
per-capita amount for FY 1994. The per-capita 
amount, for FY 1994 will include all Federal 
~xpenditures for acute care services excludingDSH 
payments. 

f. 	 In years after 1996, the per-capita amount is 
equal to the per-capita amount for the previous 
fiscal year increased by 6 percent for fiscal 
years 1997 through 2000, and 5 percent for fiscal 
years 2001 and beyond. 

g. 	 States could not eliminate coverage of eligibility 
groups covered by the state as of 1994. 

h. 	 The Secretary shall make recommendations regarding 
phasing out the DSH program or integrating the DSH 
expenditures into the per-capita amount as 
coverage increases. 
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i. 	 Federal match rates would not be changed except to 
fix inequities for Alaska and Hawaii. 

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

and community-based long-term care services under 
Medicaid (i.e., make them a state plan option). 

b. 	 Codifies that the "cold bed rule" does not apply 
(i.e., states can provide services to more 
individuals than there are nursing home beds in 
the state). 

c. 	 Allows On-Lok/PACE to expand sites and become 
certified providers under Medicare/Medicaid. 

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

B. 	 Medicare 

1. 	 Maintain Medicare as a separate program. 

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

i. 	 Enrolling in private health plans, 
ii. Remaining in employer sponsored plans, and 
~~~. Establishing Medical Savings Accounts. 

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

3. Improve risk contracts 
a. 	 The Secretary of HHS is to define a standard 

b~nefit package that includes the same items and 
services covered under Medicare but with cost
sharing appropriate for managed care plans, such 
as health maintenance organizations or preferred 
provider organizations. 

b. 	 The Secretary is to also define standard 
supplements to be offered with risk contracts: 
i. 	 Catastrophic coverage (out-of-pocket limit) 
ii. Prescription drug coverage 
l~~. Preventive services coverage 

c. 	 The Secretary shall provide Medicare beneficiaries 
information on medicare options available in a 
beneficiary's area. Information shall be 
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presented annually in an easy to understand 
comparable format. 

d. 	 Improved Medicare risk contract 'payment 
methodology: 
i. 	 In determining the amount of payment for 

Medicare risk contracts, the Secretary shall 
use a direct calculation methodology applied 
to each market area', adjusted to reflect use 
of military, veterans, and other federal 
health program services. 

ii. 	 The Secretary shall establish Medicare market 
areas to replace the current county based 
system. Metropolitan statistical areas can't 
be divided into different market areas. 

e. 	 The Secretary shall conduct an annual open 
enrollment period. Medicare beneficiaries who 
enroll in risk contract plans can only disenroll 
during an open enrollment period, except: 
i. 	 If their primary care physician leaves the 

health plan; and 
ii. 	 If they succeed in obtaining permission to 

disenroll through an appeals process where 
they have successfully demonstrated cause. 

4. 	 Medicare Select will be a permanent Medigap option in 
all states. i 

C. 	 Indian Health Service 

1. 	 The Indian Health Service should remain as a separate 
program consistent with the Indian Self-Determination 
Act and the, Indian Health Care Improvement Act. 

2. 	 Eligibility;'rules should be consistent with the Indian 
Health Care: Improvement Act Amendments in order to 
ensure Native Americans are not left uncovered. 

D. 	 Veterans A~inistration/Defense 

1. 	 VA would continue as separate, independent health care 
system for veterans. VA and DoD would be encouraged to 
expand current programs for sharing medical resources. 

2. 	 Service-connected, low-income, and other core (ex-POWs, 
World War I; etc.) veterans would keep their current 
priority for care. 
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IV. 	 FINANCING 

A. 	 Spending Savings 

1. 	 Postal Service Retirement 
Require the U.S.P.S. to fund the U.S.P.S. Retirement 
System in th~ U.S.P.S. budget rather than the Federal 
BUdget. This: would free funds from the Federal budget. 

2. 	 Medicare Savings 
a. 	 Reduce Hospital Market basket Index Update. This 

proposa1 reduces the Hospital Market Basket Index 
Update ~y 1%. Currently Medicare changes the 
impatient per-discharge standardized amount be a 
certain :amount every year to reflect input costs 
changes ,in Congressional direction. OBRA 1993 
reduced ;the Index in Fiscal Years 1994 through 
1997. ' This proposal would reduce the updates by 
1% for Fiscal Years 1997 through 2000. 

b. 	 Adjust ~npatient Capital Payments. This proposal 
combines three inpatient payment adjustments to 
reflect:more accurate base year data and cost 
projections. The first would,reduce inpatient 
capital:payments to hospitals excluded from 
Medicare's prospective payment system by 15%. The 
second would reduce PPS Federal capital payments 
by 7.31% and hospital-specific amount by 10.41% to 
reflect'new data on the FY 89 capital cost per 
discharge and the increase in Medicare inpatient 
capital'with a 22.1% reduction to the updates of 
the capltal rates~ 

c. 	 Revise Disproportionate Share Hospital Adjustment. 
,This 	proposal phases down, but does not eliminate, 
the curtent disproportionate share hospital 
adjustment over five years. 

d. 	 Indirect Medical Education (IME). This proposal 
lowers the IME adjustment for teaching hospitals 
from 7.7 percent to 6. 7 percent. (The, IME 
adjustment recognizes teaching hospitals' higher 
c.osts f,or offering a wider range of services and 
techno~ogies, caring for more severely ill 
patients, and providing more diagnostic and 
therap~utic services to certain types of patients 
than other hospitals.) 

e. 	 Partially Extend OBRA 93 Provision to Catch-up 
after the SNF Freeze Expires Included in OBRA 93. 
OBRA 93 established a two-year freeze on update to 
the cost limits for skilled nursing facilities. A 
catch-Up is allowed after the freeze expires on 
October 1, 1995. This Act allows a partial catch 
up for: nursing homes while still realizing 
saving~. 
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f. 	 Pa~tially Extend OBRA 93 Provision to Catch-up 
. 	 After the Home Health Freeze Expires. OBRA 93 

eliminated the inflation adjustment to the home 
health limits for two years. This Act allows a 
partial catch-up for home health after the freeze 
expires on July 1, 1996. 

g. 	 Change the Medicare Volume Performance Standard to 
Real Growth GDP. This changes the formula that is 
used to:calculate the target rate of growth for 
Medicare physician services. This change directly 
connects the growth in physician services to the 
growth of the nation's economy. 

h. 	 Establish Cumulative Growth Targets for Physician 
Services. This changes the formula used to 
calculate the target rate of growth for Medicare 
physician services. Under this provision, the 
Medical:Volume Performance Standard for each 
category of physician services would be built on a 
designated base-year and updated annually for 
changes in beneficiary enrollment and inflation, 
but not for actual outlay growth above and below 
the target. 

i. 	 Reduce the update in the Medicare Fee Schedule 
Conversion Factor by 3\ in 1995, except Primary 
Care Services. The conversion factor is a dollar 
amount that converts the physician fee schedule's 
relative value units into a payment amount for 
each physician service. This provision reduces 
the 1995 annual update by 3%. 

j. 	 Establish outpatient prospective payment system 
for hospital outpatient departments. The 
Secretary of HHS is directed to establish a 
prospective payment system for hospital outpatient 
department services by January, 1995. If such a 
system is not established by that time, the 
Secretary would reduce hospital outpatient 
department payments sufficiently to achieve the 
anticipated savings. 

k. 	 Extend OBRA 93 Medicare Secondary Payor Data Match 
with SSA and IRS. OBRA 93 included an extension 
of the ,data match between HCFA, IRS and SSA to 
identify the primary payers for Medicare enrollees 
with health coverage in addition to Medicare. 

1. 	 Extend .OBRA '93 disabled provisions. Extends the 
OBRA '93 provision making Medicare the secondary 
payor for disabled Medicare beneficiaries who have 
employer sponsored coverage. 

m. 	 Extend the End-stage renal disease secondary payor 
provision. Makes Medicare the secondary payer for 
ESRD patients with employer sponsored health 
insurance for 24 months, instead of the current 18 
months. 
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3 . 	 Medicaid Savings 
a .• Federal Medicaid expenditures will be capped on a 

per-capita basis at a specified rate of growth 
(6 percent for years 1997-2000, and 5 percent per 
year for years 2001 and later). 

b. 	 Medicaid payments for disproportionate share 
hospitals (DSH) would be reduced by 25 percent 
(starting in 1996) to help pay for subsidies for 
low-income individuals and families without health 
insurance. 

B. 	 Budget "Fail-Safe" Mechanism 

1. 	 To ensure that new spending for health insurance 
subsidies for low-income persons and the health 
insurance tax deductions (including MSAs) do not exceed 
projections and increase the federal budget deficit, a 
fail-safe mechanism is included. 

2. 	 A baseline consisting of current projected spending for 
Medicare and.Medicaid expenditures is established in 
the bill. 

3. 	 In any year that the Director of the Office of 
Management and Budget (OMB) notifies Congress that 
total federal spending for: 
a. 	 Medicare, 
b. 	 Medicaid, 
c. 	 Low-income health insurance subsidies, and 
d. 	 New tax. spending for health insurance deductions 

(including MSAs) 
will exceed the statutory baseline, the following will 
occur: 
a. 	 The phase-in of the tax deductions will be frozen 

at whatever percentage it is; 
b. 	 Contributions to MSAs will be frozen; and, 
c. 	 The low-income subsidy phase-in will be slowed or 

rolled back to the extent necessary to assure no 
~eficit spending. 

4. 	 Congress may enact alternative savings measures to 
avoid the automatic reduction in subsidies. 
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COMPARISON 


ALTERNATIVE 

• 	 Guaranteed Access to Coverage 

• 	 Unlimited Choice of Benefit 
Packages 

• 	 Improved Private Health Care 
System 

• 	 No Mandates or Price Controls 

• 	 No Taxes -- Financed-- Only With
Spending Cuts 

• 	 Protection Against Deficit Increases 

• 	 Allows Self-Insured Health Plans 

to Continue at Any Firm Size 


KENNEDYjCLINTON 
f 

• 	 Mandated Universal Coverage 

• 	 1 Standard Benefit Package 

• 	 Widespread Government 
Regulation of Health Care 

• 	 Anti-Job Mandates & Anti 
Competitive Price Controls 

• 	- --To Be Financed With Mandates, 
New Payroll Tax, Other Tax 
Increases· & Spending Cuts 

• 	 Increases the Deficit 

., 	 Bans Self-Insured Health Plans 
of Firms under 500 Employees 



SUMMARY OF DRAFT ALTERNATIVE 

f 

I. . Guaranteed Access to Coverage 

II. Improved Private Health Care System 

III. Improvements to Existing Federal Health Programs 

- __ JY.___ Financed by $pending Cuts with Protection Against
Deficit Spending - --- -- - - -- ------- ._



I. Guaranteed Access to Coverage 


• 	 Unlimited Choice of Benefit Packages 
/ 

• 	 Insurance Reforms 
Guaranteed Issue and Renewal 
Eliminate Pre-Existing Condition Exclusions for Those With 
Continuous Coverage (Portability) 
Modified Com"munity Rating for Individuals and Small Groups 

• 	 No Ban on Self-Insurance or Association Plans (MEWAs) 

• 	 Voluntary Purchasing Cooperatives 

• 	 Small Employer Access to Federal Employee Plans (FEHBP) 

• 	 Insurance Tax Deduction for Americans Without Employer
Provided Coverage 

• 	 Medical Savings Accounts (with Catastrophic Insurance) 

• 	 Safety-Net Program to Subsidize Private Insurance for Low
Income Americans (Up to 1500/0 of Fed. Poverty--e.g., up to 
$22,200 for Family of 4) 



II. Improved Private Health Care System 


• 	 Medical Malpractice Reform 
( 

• 	 Consumer Value Program for Quality Health Care 

State-Implemented Guidelines for Health Plans 

Consumer Report Cards 

Preempts State Anti-Managed Care Laws 


• 	 Paperwork Simplification 

• 	 Improved Health Care for Underserved Rural and Urban Areas 
(Includes Funding for Community Health Centers and Other 
Primary Care Services) 

• 	 Improvements to Medical Edu-cation 

[. Antitrust Reform--Open] 



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

III. Improvements to Existing FederatHealth Care Programs 

• Phase Medicaid Into Private Insurance 
t 

• Improve Medicare Managed Care Option 

• Maintain as Separate Programs: 

Indian Health Service 
Veterans Administration Health Programs 
Department of Defense Health Programs 

._-_._-- - . _. 
- - ---> - "-.~ 



IV. 	 Financed by Spending Cuts Only 

• 	 Mainstream Medicaid [ $ 40 billion/5 years] 

• 	 Medicare Reforrns [ $ 60 billion/5 years] 

• 	 Postal Retirement Reform [ $ 13 billion/5 years] 

Budget Fail-Safe to Protect Against Deficit Spending• 

~ 



The Bob Dole "You're Out Of Luck" Plan ,I 
i 

Ifyou're looking for health insuran~e you can count on .... you're out of luck. 
Unlike Senator Mitchell's plan, which guarantees secure, affordable insurance. the Dole plan provides no 
guarantee of decent coverage. Millions would still have phony, fly-by-night insurance, and an estimated 30 
million Americans would have no cov~rage at all. [Lewin-VHI, July 1994J 

I 

Ifyou're looking for health insurance you can afford .•..you're out of luck. 

The Dole plan allows insurance companies to continue to raise rates higher and higher each year, and 

to charge older people three to four times more than younger people. Some small businesses will 

continue to pay more than others, and some families more than other families. You could still work . 

hard, pay your premiums, and have medical bills sent back "not covered". 


I 

As his Republican Colleague John D~orth said of the Dole plan, "[t creates a new entitlem~nt and 

it doesn't have any cost controL.! dor't think we can do that. "[AP, 8/10/94]. 


Newsweek predicts the Dole plan /lwill increase premiums foriniddle class people and could increase [the] 
number ofuninsured. /I [Newsweek, July 25, p. 19J . 

Ifyou're a senior .•.•!you;re out ofluc~ 
The Dole bill takes significant money out of Medicare and does little or nothing for seniors - no . 

. . . ;'/prescI1'ptlon'(ifug coteriige~:and'pitifiil help.'"WithJong:;jerm ~ar~;...> . . 
• , .' . • " ! '" . "~ ,~' \; ~.::' ", 

t . . 

Ifyou're a.child with no insurance~•••you're out ofiuck '" ',"
I . v 

The Dole plan will continue to leave :an estiinated 30 million people with no coverage, including '6.2 
million children. What does that mean? In means millions of kids will go without seeing the doctor, 
millions will not get needed health care in time to prevent disabling illnesses. And under Dole's plan, even 
workers who get coverage can find that their insurance policy covers them, but not their kids. Employers 
will continue to drop back family coverage and offer bare-bones, worker-only policies -- leaving millions 
more children at risk of losing the coverage they have now. 

, 
Ifyou're a small business •...you're out ofluck 
The Dole bill continues to permit in~urers to' charge higher rates to small employers just because they're 
small.(Dole Bill Sec.9002(d)(l) p. 1~ 7] Small companies pay 35% more on average as it is, and this 
insurance company abuse against srrialler employers will mean the little guy still' gets overcharged. And 

, I 

unlike the Mitchell proposal, there. are no subsidies to help small businesses who can't afford coverage 

today afford it tomorrow; : 


Ifyou lose your job.... you're out of luck 
The Dole plan theoretically allows people to take their same insurance with them when they leave their job 
and go to a new one (portability), this only helps those who can pay the full premium themselves. That is 
not realistic for most people, since they can't afford the full cost of coverage, especially if they are without 
ajob. In fact, most workers have that protection now, either through state insurance laws or through 
COBRA coverage. But as a recent study by the Department of Labor shows, only one in five can take 
advantage of it -- the rest can't affot,d it. Even Senator Chafee admits:"[ have great trouble seeing how you 
get 'portability without universal co~erage. /I 



,, 
The Bob Dole "The Insurance Companv Protection" Plan 

I 	 • 

I 
Insurance Companies Can Stil~ Deny Coverage Through Loopholes and Fine. Print 

While the Dole plan describes astandard benefits package (called the. FedMed package) and says that 
every health plan has to offer that option, it also allows insurance·companies to offer any benefits 
package they want. [Dole Bill Sec. 21115 (a) p.85] This allows insurance companies to effectively deny 
coverage of certain illnesses by structuring benefits packages to not cover certain treatments .. Millions 
of Americans will continue toj face the nightmare of insurance claims coming back: "Sorry, not covered." 

,
," 

Few People. Will Benefit From 'the Community Rating Reforms 
Many of the insurance refonns in.the Dole bill, modified community rating for example, apply only to 
the "community rated market" -- but there is no "community" in the bill's refonn. Any employer can 

· self-insure, so employers with young, healthy employees will likely stay out of the community-rated 
pool and provide insurance o~,theirown. Iil addition, associations can opt out of the com.rnunity-rated 
pool and buy as a group, lea~ing even fewer people in the pool. This "vicious spiral" will lead to very. 

· high premiums in the community-rated market and will encourage healthier people to drop coverage. 
! 	 , 
, 

~ 

. Mid-Size Businesses Could Face Large Premium Ilicreases ,_'. 
·.Under the Dole Bill, many small to medium-sized companies would be leftbetween'a rock and a hard' 

. .. ",,;' '.: ..'. , p!ac;:e ~~,toq.small ~oself,~insw:e," ~uttoo!~g~Jo get~e bene,fits ofinsllIa.p.(;erefo~ in t4~_commuirity- . 
.i;;'#,~~#i~~;~~~'~;~~~!lif~a;pooi:;~iAn~~h1pi3yefWiqr~55;'cim:pUfy~es';~()tiI(fila~ele~Mel¥'ffigii~ld'os~;:~a~~~g¥Jti:tt1i~~~r~~7L~~{~~~. 

· employee, with a history of illness. They could see their rates jacked up based on orieworker with a . 
· serious medical condition. Fbr most finns in this category, insurance costs will continue to-be'high and 

· unpredictable. . . 

~nsurance Compa~ies Can Decide They Don't.Wantto Sell to Small Businesses 
Insurance companies can decide that they want to avoid the small business sector altogether and refuse 

I 	 . 
to sell insurance to any small~ businesses: Under 'the Dole plan, they could continue to deny coverage to 
small businesses. . : 

i 

Insurance Company Profits Protected, Middle Class Families Left Waiting 
The Dole plan lim:its, but does not eliminate. the ability of insurance companies to deny 
or forestall coverage for "pre.,.existing conditions" [for six months to a year]. While all 
agree that pre-existing condition limitations are a necessary transition tool to universal 
coverage, the Dole bill will ~ get there, so exclusions will never go away. 

Insurance Companies Could Charge You Three.to Four Times More Because You're Older 
The Dole plan allows insura.ttce companies to charge older workers three to four times more for 
insurance than younger workers, and twice as much as under Senator Mitchell's bill. 

Americans with Insurance Wohld Still Be At Risk of Losing It 	 .. 
· 	 The real bottomline is that Puder the Dole plan, everyone remains at risk of losing the 

insurance they have now--ibecause under a non-universal system, no one is guaranteed 
protection. As Newsweek magazine reported last week, the Dole plan "will increase premiums 
for middle class people and could increase [the] number of uninsured." [Newsweek, July 25, p. 19] 

http:Three.to


! 
The Bob Dole "Cheating Seniors" Plan 

. Raids Medicare and Gives Sen,ors Nothing Back 
While other bills reduce the r~te of growth in Medicare, the Dole Bill relies heavily on savings 
from the Medicare programt~ finance reform. The Dole bill gives nothing back to the older 
Americans that Medicare was set up to serve. No help with prescription drugs. Nothing but lip 
service on long-:-term care. 

Forces Millions of Seniors to Choose Between Food and Medicine 
The Doleplari does not add prescription drug coverage to Medicare .- giving millions of older 
Americans no help paying for costly prescriptions. Prescription drug costs are the highest out-of· 
pocket expense for three out offQur seniors,and the Dole plan would provide no help, forcing 

. millions ofolder Americans to'continue to choose between food and medicine. More than 3 L 
million Americans under age:65, and 18.5 million Americans over age 65 would be denied 

. prescription drug coverage under the Dole bill. [NCSC, "Six Reasons the Dole Bill is Bad for Seniors,;' 

7/94] That's just one reason tHe AARP calls the Dole bill Ita harmful prescription for older. . 
Americans" 

Leaves Older Americans in Need. of Long-Term Care at Grave Risk . . 
. Unlike Senator Mitchell's prdposal, whichjnvests $50 billion ina new home and 

..... ....... ". <?2~~ty~~asegJoIlg:te~ ~ar~,Pl~gram,:ih~.D~le bil.l.~oes. ne~t t~."othing.for long,".. '.,. 
. :;'''''~lTJ\::'~~··'·::~~~'f,·r~~t~rirtjitarJ~:~~FOlae~J\.1nen~~f:iifIiee(f'6f:assistanct~1'f'c·drttihue'ii~:~f~ce·'no:·choice·outto1ef.''\\~:~.:.~i~~~ji~~~~i; 

enter nursing homes: 
I 

I 
. 

I ., .... 
I 

Discriminates Against Small C~mpanies With Older Workers 
. Small firms with more than50 employees will remain at the mercy of insurance 
companies who charge higher rates for older workers, higher rates for sicker workers, and 
raise rates when even one employee gets sick. This means older workers will have their 
jobs at risk when their. employers look at their insurance premiUms. 

Insurance Companies Could C~arge Older Americans Three to Four Times More Than Those 
. Younger, and Double What Th~Y'd Be Charged Under. the Mitchell Plan 

The Dole plan allows insuran~e companies to charge older workers three to four times more for' 
insurance than younger workers, and twice as much as under Senator Mitchell's bill. . 

i . 
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j 

I 
!
I ,.' 

Statement of Principles 
, ,\ 

We believe that the following three goals are fundamental to a 
, I 

'successful health care reform effort: 
1. Quality of care must\be maintained; 
2. Every citizen must be covered; 

3., The growth of health: care costs must be restrained. 

, I 

, 'As members of the se~\ate Republican Health Care TaSk Force, we 
have been working to devise a proposal for comprehensive reform to 
achieve these goals. Health care reform will not and should not be forced 
on the American people by ohe. political party. If we are to restructure a 
larg'e part of our economy, we must do so together, Republicans and 
Democrats, with the participation of consumers, providers. and the 
American people., \ 

, I 
.. The United States offers the finest health care in the world. For the 

eighty-five percent of Americans who are currently insured, Our system 
offers the world's highest qu~lity and most technologically-advanced 
care. For the seriously ill, out skilled providers and state·of·the.,;art 

, \ 
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treatments offer greater hope than any other system in the world. And 
. 	those employed by large 90mpanies are often able to choose from a 

variety of health insuranc~ options with reasonable premiums. 
I 

The health care ind4stry represents one·seventh. or fifteen 

percent, of our economy. Hospitals. physicians' offices, visiting nurses, 

nursing homes. medical schools, equipment manufacturers, research 

Institutions and many other health care-related endeavors employ some 

12 million people ... over tWice the number employed by the defense 

industry. I 


On the other hand. f~miliest businesses, and governments are 

struggling to keep pace with ever-increasing health-related costs. 

Currently, Americans spend more for health care than any country in the 

world. Our federal deficit gr\ows larger and larger, driven to a 

considerable extent by spir~ling health costs. 


Yet. despite this spending, even those with insurance fear that their 

coverage, or that of their lov~d ones, is not secure. For those not 

employed by a large company, the cost of insurance is often out of reach. 

And, tor the fifteen percent of Americans without insurance, getting 

treatment for an illness is ani uncertain proposition, while preventive care 

is frequently unavailable and, often underutilized. 


, 

Our challenge is to sol~e these problems, provide coverage for 

everyone and preserve the elements of our system that all Americans 

value. Thefo/lowing are the concepts upon which our reform proposal 

will be based. ' 


\ 

Right ofkCt,Joice and Flexibitit~ 

The primary goal of reform should be to give all Americans an equal 

opportunity to influence the cost and quality of the health care they 

receive. The centerpiece of any plan must not be government micro

management. Instead, we believe the rules by which insurers, 

purchasers and providers opel-ate must be changed in order to put all 

three on equal footing. " 


Large businesses today ban constrain their health care costs by 
. exercising their marketplace purchasing power. Thus, their employees 

often have the benefit of generous family insurance coverage with low 

cost-sharing requirements. \ 


I 

By helping them to join together, we can give small businesses and 
I " 
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individuals the same oppo~unity. We believe a system of prjvate-sector 
purchasing cooperatives for small businesses and !ndividuals could 
provide the solution. Thes~ cooperatives should not be government-run 
bureaucracies, but rather. hon-regulatory facilitators -- owned and 
operated by the members they serve. 

, 

. Insurance plans would be offered through the purchasing 

cooperatives to individuals and the employees of small businesses. All 

plans would be required to ',meet certain standards to protect consumers. 


I 

. The current practice 6f "cherry picking" (attracting the healthiest 

people with low premiums, while refusing to cover those who are sick) is 

wrong. Today we have a system where one is only a heart attack away 

from los;ng his or her health insurance. We believe insurers should be 

prohibited from canceling any policy or raising the cost of premiums when 

someone becomes ill. ! 


We also favor chang~s to ensure that anyone who moves from 

one area to another, or cha/1ges jobs, can continue to get insurance 

coverage. I . 


I 
I 

In addition, der:ned comparable benefit packages should be 

established, and required to, be offered by all plans. to prevent another 

way of gaming the insurance system •• offering a package of benefits that 

is attractive only so long as *person is healthy. 


We believe that. in cOfTIbination, these changes would foster an 
environment in which consumers could exercise choice among plans that 
are challenged to excel in q~aJity of care and service at an attractive price. 
We also believe that Medicare beneficiaries should be given real 
opportunities to choose a health plan with better benefits _. such as drug 
coverage -- which is also more cost-effective. Likewise, Medicaid 
beneficiaries, who now haVejl a difficult time finding care, should be able to 

. choose an alternative plan. , 

I 
I

Containing Costs 
i 

This new environment :will give consumers much greater power to 
ensure that health care providers and insurers provide high quality care 
and make efficient use of ourl health care resources. We believe a 
significant decrease in the rate of growth for health care spending will be 
achieved in both private and !public programs. 
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. I 

." In addition, we firml}41
1 

believe that reform of our medical liability laws 
is essential to bringing the cnst of our system under control. Excessive 
medical tests and procedures performed defensively by doctors, 
continue to drive up health care costs. 

We believe another ~rea that offers tremendous hope for improving 
quality and reducing costslis building a computerized health care 

. information infrastructure. IThe costs of manual processing and paper 
shuffling inherent in our insurance claims system today adds $135 billion 
ayear to the cost of care 1-- in addition to bedeviling consumers with 
complex forms. I 

With uniform standards and strong statutory protection to ensure 
privacy and confidentiality,! every American could have a personal health 
card ··Iike an ATM bank ~rd -- to provide vrtal health information 
electronically to their doctqr. For travelers such a system might mean the 
difference between life and death. A computerized system like this would 
help with outcomes researph, an<;i would eliminate fraud and 
unnecessary health procedures.

" " I 

Finally,we believe c~nsumers must aI/ be given an equal financial 
stake in the cost of care. One way to achieve this goal is to re~orm the tax 
code." I 

Our tax system has i~eqUities which permit corporations to deduct 
the full cost of providing expensive gold-plated health coverage to their 
employees. On the other mand, farmers, ranchers, truck-drivers and 
~ther self-empl~yed perso~s can deduct only 25% of their health 
Insurance premium. I 

. Furthermore, emplo~ees of large corporations receive their health 
benefits tax-free, while tho~e who purchase their own insurance with no 
employer assistance, pay lor such coverage with after-tax dollars. 
Consequently I a. large proportion of the tax benefits for purchasing health 
insurance go to those with Igold-plated insurance plans. , 

We believe everyone: should be treated equally. All Americans 
should be eligible for the same health care tax deductions. One option 
might be to change the taxi system so that the amount individuals or 
corporations can deduct wC!)uld be limited. Under such an option, " 
premium c'osts above the limit would not be deductible by the employer 
and would be taxable incorpe to the employee. The savings derived from 
this change could be used ito allow others to deduct 100% of their health 
insurance premiums up to this limit. . 
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\ 
We believe that, withi,n this reformed and functioning system 

consumers would have choice, as well as the motive to be cost· 
conscious. Americans would keep their right to choose the insurance 
plan that best fits their needs ~. from staff model HMOs to a traditional fee
for..service system with no restrictions. But, those who choose the higher . 

.cOst plans Will no longer be\subsidized fully by those less fortunate. . 

. I 


UniversiJ Coverage I 

I 

I 

. . We believe that all Am1ericans should have access to a broad range 

tif affordable insurance plans, and that the principles outlined herein will 

expand access greatly. The\ability to deduct the cost of coverage, 

combined with more affordam!e premiums, will allow many who are 

uninsured today to purchas~1 coverage with no additional federal 

assistancs. For those who s~iI/ cannot afford coverage. we believe 

federal financial assistance s,hould be made available. Our proposal will 


. provide such assistance. ' 

Einancing 

. . During our examination\ot this iss~ 9,'we have found that health 

care cost estimates and projections vary considerably. We believe any. 

reform plan should reflect this; fact, and take into account that no one can 

be certain of how reform will affect health spending. . 


. . . . . . \ . 

Thus, we believe there should be a two-pronged approach to 
financing the coverage of the Vninsured. First, reductions in federal 
spending should be made and those savings should be used immediately . 
to finance coverage for those :most in need. Second, we believe that the · 
structural changes outlined eirlier will yield additional savings in . 
government health spending. \Actual (rather than projected) savings 
should be assessed and a schedule of further expansions over the 
following years should beoutH~ed in statute. If actual saVings were 
greater or lesser than needed ~o pay for the scheduled expansion, the 
schedufewould be sped-up or'ldelayed until the two were in balance. 

I 

. '. .. In attempting to solve he~Jth care problems we must be mindful of 

the first principle of medicine--"po no harm." Any financing mechanism 

should, for example, avoid taxes on payrolls, which would discourage 

employment and cost jobs, jeopardizing coverage for even more 

Americans. \ 


. 1·· . 
Too often,governmenttriiS to do too much, too quickly at too great 

I 
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a cost to taxpayers. As our !reforms cut health costs and produce savings, 

we can afford to phase in new coverage. This approach would squeeze 

health costs and cut wastef~1 spending first. Providing coverage up front 

while promising to cut costs :later is irresponsible. 


I 

Individual Responsibilit~, 
I 
I 

Once the system has been improved so that everyone has access 

to affordable health insurance and federal assistance has been fully 

phased in, we believe individuals must assume responsibility for securing 

their own insurance. As long as there are adequate subsidies to make 

health insurance affordable for the poor and the unemployed, everyone 

must take responsibility for preparing for an unexpected health crisis. 


, 
Recently, the Senate took a bipartisan step to encourage individual 


responsibility by passing an amendment by Senator Bumpers to permit 

states to withhold welfare payments when parents have failed to get their 

child immunized. This is the itype of individual responsibility that must be 

present in cur reformed health care system. . 


Bural.:Frontier. and Urbi:o Are@s 
, ' 

There are significant parts of the United States which have limited 
. health care services avajlabl~. We believe communities in rural, frontier 
(especially Alaska) and urbar" America face unique health care delivery 
and access challenges. Any Ireform plan must recognize that these areas 
may be the last to enjoy the benefits of change, and therefore must 
directly address their special heeds in the short term. . 

State Flexibility , .: 

We believe any reform proposal must give states maximum 

flexibility to enact their own health care reforms. Citizens of a state should 

be allowed to join together to ldevelop innovative new ways to deliver 

health care without being ha~pered by an inflexible federal system. 


i 

What Won't Work ! 


, 

We are greatly concerned by talk among some health reformers of 

government regulations and mandates. Like so many federal "solutions" 

they ·may appear neat and simple on paper, but will lead to disaster when 

. implemented. Chief among th'ese magical cures are arbitrary 
government-micromanaged global budgets. and bureaucratic price 
controls. Price controls do not work and encourage efforts to "game the 

I ' 
I , 
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. I . 


A cursory look at the past ten years of statutory and regulatory 
ohanges in Medicare and M~dicaid bears this out. Mandated reductions 
in Medicare reimbursement have only shifted higher costs to businesses 
and workers. without stoppirlg a 120/0 annual increase in program costs.I . 

We are also concerne~ about the breadth and scope of some . 
proposals. We believe we should make the changes consistent with our 
principles over a 5-7 year time frame. In addition we should not tinker with 
federal programs such as the Indian Health Service. Department of 
Veterans Affairs and CHAMA'US until we are certain that the reforms are 
working. 'I 

. I ' 
FinallyI we are extremely concerned about proposals mandating 

that all small businesses provide their employees with health insurance. 
We believe such an action wbuld force many employers to reduce their 
payrolls to meet this increased cost. These mandates could even force 
some sma.ll businesses tosh~ut down. Everyone loses -- particularly the 
workers who have lost their jobs. their income. and have no health care 
insurance. despite the false promise of full coverage by employer 
mandates. \ . 

· Sytnmil[Y I 
. We stand ready to work on a bipartisan basis to achieve major 
reforms consistent with the pHnciples outlined above. The health care 
delivery system in our countrY is extremely complex and there are many 
details which rnust be carefully considered. A major overhaul will not 

· happ,en overnight, bu~ clearlyl we must move fo.rward as quickly a~ 

possible. Our approach does not call for massive new taxes, but Instead 

would cut costs and waste fir~t, and direct these savings toward resolving 

the access problem responsimly for all Americans. We believe the 


· government's role is to facilit*te the transition through health care reform, 
and to police the system -- not to impose new regulatory or administrative 
burdens upon Amerjcans. \ 

.. We look forward to wor~ing with others in the Congress and the 
AdminIstration to iron out the Cietails and put in place a solid, workable 
plan that will match.the quality of ou r cu rrent system with the availability of 
'affordable hearth care coveralge for all Americans, .. 
. I 

\. 

I 



Republicans Rejected All Bipartisan Outreach By the Administration 

. "As Bennett said, 'Dole Jade it very clear: No bill' is the strategy.'" 
[p.500] 

"Republicans openly embraced the latest advice of the conservative strategist William 
Kristol: Oppose any Cli~ton health reform 'sight unseen.' Now, at every opportunity, 
they also publicly adopted Kristol's phrase: 'There is no health care crisis." 
[p.270] 

"... it was common knoyvledge that Dole's staff had told RepUblicans they were not 
to meet with the First Lady ... One of the senators in the room remembered, 'John 
Chafee, ... got up and s~id to the First Lady, 'Well, to be really' frank with you, we 
just haven't wanted to meFt with you until we've got our own plan in order.'" 
[po 132] 

Republicans Never Wanted To Pass Health Reform 

"Bennet recalled, 'All the I co-sponsors of Dole-Packwood were prepared to vote 

against Dole-Packwood, including Dole and Packwood!'" 

[po 448]' i .' 


I . 

I· ' ... 
Haynes Johnson & Davidl Broder. The System: The American Way of Politics at the 
Breaking Point. Little, Btown and Company: Boston, MA; 1996.' . . 
. I . . . .' .~ 

. . . 

.I . . 
I 
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, ":::' ' , ' , REPUBLICANS ON MEDICARE " , ,

,).{ "" .. ' .. :' . ;. ' , ;'.' . ... . .' J,:", '. .¥. '.. 

, "I w~s: there, fighting the fikht;,pne of twelve, vo~i.ng agamst' , 
Medi~hre in /965",', because we kiiew it wouldn't work:" " 

.' ~~..".~ ·l. ',:" • ., ,:, ' . ' : 1-. 
-Senator Bob Pole;'1995,~,:.: i,,', ;,', ,.~.;('~ ", 

. :.. ~;::~'.~.-,'.. -'.,,~~.. :~." :" ..,' "":"~".' 
, '''No:'lje don't get rid of it (traditional Me,dicareUr rounf : " 

. one be~ause we don't think,ii's po~itically smart :), , bu! we .' 

b~liey:~', ~i,;i ~q~~(.iq ~it~,er o~'f~ey!~:~ ;',':' ,,':: \' " '" 

::;S~·bi*.~t'N~~tGipg.riC~t 1~9~:;:),,'>',":" .. ,/'" ":":1:::' '.':; ".:,;: :" ' 
, 19 ~¥~f~i ,~'$245~i1ii~~·.t~~c~t, torthew:e~lt~y;tii~l~~,;,':. 
Dole:~~ingrich budgetwoul~, bave cut ~edica~ by $270 ,', ",' 
bill(o~:''(oday, th~ R.epublicans want a $548 bi,m~n tax,cill, ' 
.•;. wh~ knows what they wil, cut froin ~edi~re tbis' ' " 

•. ' ;'~'I'< .• '- - .~~ ~ 
time! '" ,', " 

- ':J~' '" '. .' . . ;.'. ." ~. ~.' 
• "lVh'ere,on'earth does he come up with ihat kind of' 

. , i" -' ~' , . ' I"., 

, dough:,,;? from poputar programs, such as Me~icar.e and ' 
e~vi'fonmental pro/ectiof/s; But cand.idate Dole 'knows it~ " 
balI,~~liiic;io admit thatiu;~,t',Bii~iii~~ Week',S!19t96::,',:: " '. 

,.. ,,. id~jre ;~ri~'a haJe tQ j~bk at' Medica~e, :.1 ~~uldn~vf!.: 
,:.~,' ,1:aj:'ijV /were. hi"" iD~(el,unig afte~' the .iil~CJi?,~. No lfiit, 

", ' No'way:Absolutely,Jm~l1:n:J'mnot r'unn!~gthls.year sf' J 
" c~~;!sayirafui teil th'e'trnth.:'<': ' ". '. 'l" :. , 

, ~e~~~~rAll),Amat6, ~l~ GrunI'~g~'~6:QhaiIfSIi.2j9~>'~' 
;, T~~{~le-Gingrich ';~dge~'~c;uid;b~'~~ h~rt;~I~~rY,.: .', :: 
. Ame'ncans;' chai-gingtbem niore for,Medicare, pto~dhig _. ' , 
tbe.tt'~~ih it' sec~nd'claSsh~alth care system; i ';~,/ ,(~:'" 

" " ", .• ' , .."t . ~ " 1" "'. • ',' ,.:-:., .-"'~,' ':;' " ,:'., '. " 

:0 Irl\pi'teof, thelrcl~in:ts.~()'th~c,~ntfiu-y,~e ,199~ 'r~6Ie~.; :>":'~' ' ,-'< 
, " ., q~,rgr!ch b~dgef\Vo~I~'Mv~, ,i~~~e~st:d"M;edkarre.PreflliurnSi' ;',,: 
" . by;:g!5S per coup!eth~~l~~~:..al~ne,and:~y: at ~eas~:$g9P.:,,:,,::<:
" " ,~~lPO:'/ ,",': ::( \'<<'~/:l;::t;;,:,,;:'\<';::..,'" :,.J:';:.~>?c'i?l:'·:~' 

• Thtf~le-Girigri£h ?r~po~~rw.~uld ,~av~'c.ut},?~a\ ~edlCanr,;,', ;: 
spend10g by $2,S~ per couple 10 2OQ2; fompared to,. 

, ~ 1,1,-; _... • •'i ~~ . , .... ~. " ,J, .;~' 

, current law. .' I - ,'!~ , , ,~:, '" ': ! ',.,', 
!,~\:,;t" r.: ; "., .. ',' ,.-' ';', _ -'c~. ; __ -., '. :. ",i ,' ",• r 

o Th~:R~pubficans!: excessiv.€::?Vfedicai'e <:u~s\vouldh~y~. 
... ' ,,' " .' '''''''''', 1',' ,"

fq~4¢ ri:tany rUra~ru.id~r6an .hospitals to,~lose~Fd:.,' " 
und~rmine quality of care,- ~.~ ,::' ":"" ~' '<f ': ',:, :, ': 

,~~',~~~tClinto~'i~def~~d~rig;?~~ val.i~~ ~Hi~l ~~I~~;'.~:,:,~,_:;. 
i" budget proyes thl;lt the RepubJlcans' ex;<;e~sivelcQts;,";~':"" '", . 

, premjum'hike~; and da,rita~ng,s,truCtu'r8I,cliar;ages'are' not; ,'., 
:' ~eCe~~ary to balanCe 'lie:budget aod s~ngtbeo ~b~., ...,:" ", 
" " MediCare TruSt Fund~:> ~; , ,': :,>.:i,l: 
, .~,{,;:.,~. " ' 'r,....,. "'I';":C "J 

.:";,, • I
~£~: I 
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'. <~, ... ';': ' , ,.., ,,\~." 
, , FREQUENTLY ASKED HEALTH CARE Qs&As " , . 

. , , , ." . " ' 

, ;. Q( !flow can tbeAdministration'Claim tbat tbe Republican 
• , Medicare'proposals~h~t the President veto'edare cuts'," , 

, 'wben l\c~ual spending per beneficiary would bave:,:':, " 
'increasect:trom$4,900 to $7,100'between 1996 and 2002? . 

/ ' A:" ~e ~i~~GingriCh :oudgef IS ~ 'cut in M€fdicare, wtie~, ' , , 
:~'-'comparedto c.!JrrenflaiVLtlie :pOie'::Gingrich plan would,have',: ' 
:'cutspending frolrl $S;S90' per, beneficiary' under'~,urreni ia~ tQ ," , 
':. $7,100.,.: a$1;40<Ycut!JI1'prerruumincreases' atone,mamed:' , 
; Medicare"ben~ficianes would have had to pay $1,700 more;' .. 

I ' 

: 'they' would'~u~ety define that as a ~~t. " ," "', ' . 

. : Q:'ls it ttu~~hat:tbe~:~~~nIY a'$7 difference bet~eell 

preiniums under tb~,Republicali plan a,nd President 

Clinton's proposal?', r . ~, .: ., 


~:. There was ney~r oniy. a $7 difference be~ween premiums 

:' proposed by the Republicans ,and premiums in the Pre~ident's, 


': plan. A true: "apples, toapp~es~' COinp.rii~6n reveaistlu~t their 

,'pre'miums,w~fe.$268higherper couple this year alone and at '. 


I , ,,,'. ;,;,' ~. "'." •. ,:" . ~..'. '. -' '" .' " 14" h,' ., t'~' , ...' .. : C ....

least $1;700 higneri)ve'rsevcn years;' '.:, .....,,' ,<:, ..... :" " 
"'<'."./~:':/", i' ".>: .;,'::'j \,',.~,,,'/ ,: .".:~';I;-'<,~.>.,.~.:<,:. '-'::"' •. " ':' "'''''~;''~'' __ :,,_,<1. 'r~ .: .\ 

,,::;:,Q;' Wilat i,1i t~e Pre!!i,~~~t's· po~iti~l(on MedicareMe~ical, '" 
" Savings Accbuntii (MSAs)?,.;, ,',:" : ',. .. : ' 
.; ..... ".:",. ,:' ~ :,' :~, .• ~.i;' .:'.::~,...'::,' -,' -,: 

: " A: Altl}ough Presi4~nt Cliritoq has agreed to a lirpited test.of 

MSAs for non-Medicare' benefiCiarieS; he 'is concerned that, 


';' MSAsw~uldhaV:e an ad~~~se'effect 'onth~. MediCare'," . 

. . "p~ogr~, The:R~pubii~atls,Medi~t,rre MSAs w~iild ~tract . , 


healthier'and wealthiei b'eneficiaries; leaving s'icker and m'ore .' 
'¢ost1ier, b~geftci!'1i:te~ jri.~w~~en¥, traclition~i M~~care .,; , 
, progmm.::: ..Iea~ing:MecliC3[e to.'·~wiiherQhthe vine:":, 

.' .t,> •. ,:",~ .:' .," .', ·'~'.!t .,~~." ;t" .-~ :.,:,,:··~r> ;...';' ;. ",' "\~.,'" ",' .. ' _,' ~. 

Q: How do ,you respon«fto the Republican claim tbat tbe 
. ,~ .•,,' ". \ l '" " I' -i' ~, f\ ~.' " • 

,Kassebau~ennedy,bill is really' a' Republican in~tiative,... 
:~,' :,th~ft~{President,co~ld ~ave::signed'ibre~:year~ ago it tie'." 
',' hadn't threatened to:veto'the hili?'> '",," "',.',' 

~ ~:~:Tha;'ls a6s~~~i~i~~~~~~~~?~s;:In t~~"l~t C~rigress: ' :.;. 
.... R¢i:)tibii~ans had n.o:desire,!? passany.ti~th:care refonn. As ' 

Senator Bennett (R4IT)st~ted;'~"Qolemade it very,clear that . 
I ~, nobill 'is the strategy.:;, I~~*a.s t~e, ~epupiican~\:~ho' '. ": 

•corisi~tehtly threatened ~e:p~~age oflussepaumlKennedy : 
· ihl~.ye¥, due,'to pressufdr9mSO~e'ihstire~, by illaIdng if,:., 

"imp'os~ible t<?:,b9~g;it,~~/~(~ vo~~.'Ey~n ;~enator K~sf!b~um'~ 
.J ..' (~-KSJ, 'ackhow~edge.d,,~~~t tnePiesic.tent~srefereIlce'jo: the bill., 

, • .'.' ~ .' "" • . . " .-; .,,' '" ... - , !.', . * ,.' ,. ",. ( . , '.",' 

· III hIS ,state 'Of the Umonaddress' and hiS constant advocacy.: :.". 
, ,' •• '. " ';'.' ? .:;: { ... -". ',' " ".:.'." • ' '''.' 1 , .; • ! , ': 

fori~ pressur~9the:Republic,ans,t6,act:':;'> '. ,.. . 
: . , ',:' . :. t~: "".: ,.,.,<'::' ,,,' <,~' , . ....... . ...:., ". :.. . !:' , .. I 


". • ~! '. ". " 

. ,>- , ~. . .- . .' . ' ..... ' 

.' .. ' ,:," 
" 

, ' "~.' ®..,- e"' 
I,,: ,', '. ' '. 
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KEY REPUBUCAN QUOTES ON MEDICARE 


Senator Bob Dole: "I was there, :fighting the fight, one of twelve, voting against 
Medicare in 1965 ... because we khew it wouldn't work. tI . . . 

t 
I 
I 

American Conservative Union Speech 
10/24/95 

S~ea~er Ne~ Gingrich: "No, wejdon't.get ~d of ~t in rou~d one becaus.e we don't 
. thInk It's politIcally smart ..... But we beheve It's gOIng to WIther on the vIne." . 

I 

I Blue CrossIBlue Shield Association Speech 

I 10/24/95 
I 

I .' 

I . . 
Senator D'Amato: "If I had my drpthers ... I would have said to my distinguished 
colleagues, both in the House and ip the Senate,· 'Don't liDk this business of tax cuts 
with fixing this badly flawed system. Put it aside. 

I 
I 

Senate Finance Committee 
09/26/95 

: ' 

I 
I 
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REPUBLICAN PLAN ENDS MEDICAID: 
. 	 I ' 

PUTS MIDDLE-CLASS FAMILIES AT RISK
'I 	 ' 

I 

I 
1. 	 The, Republican! Medicaid Plan Will Force 

States to Elimin:ate Coverage for Millions of 
'I 	 • 

Americans, including:, 

'. '4.4' millio!n children,


! 	 " 

• 	 More th~n 900,000 elderly, and, 
• 	 1.4 millioln people with disabilities. 

. 	 I 

2. , ,The Republican 	Plan Will Force Fanlilies to 
Choose Betweeq" Nursing Home Care for 
Their Parents alnd Education for Their 
Children. ; 

, 

, 

'II 
, 	

' ,
3. 	 The Republican: Plan May Force Elderly 

Spouses Into PQverty.. 
I 
I 

, 

I 

4. 	 The Republican Plan Will'Wipe Olut 
Quality Standatds' for Nursing Homes and 
Institutions Cating for the Mentally 
Retarded. I ", 

I 

. 	 I 
Medicaid Talking P0111[S 91?6195 -. 1:00 ,{,111 
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REPUBLICAN PLAN ENDS MEDICAID: 
I 

PUTS MIDDUE-CLASS FAMILIES AT RISK 

Republican Plan Will Force States to ~liminate Coverage for Millions of Americans. Medicaid 
currently covers 36 million Americansartd provides middle-class families with protection from the, 
high costs of nursing home care for theit parents. . In order to pay for their huge tax cut for the 
wealthy, Republicans propose slashing Medicaid by an unprecedented $182·billion -- cutting 
funding to states by 30% in 2002. I . 

States will be forced to raise taxes, reduhe Medicaid coverage, and cutservices. According' to data 
. I 

from· the non-partisan Urban Institute, the GOP cuts will force states to eliminate Medicaid 
coverage for as many as 8.8 million Am~ricansin 2002, including: . . 

I . 

• 4.4 million childreJ . 
• more than 900,000 jseniors . 
• 1.4 million people rth disabilities 

i 
Republican Plan Will Force Families ~o Choose Between Nursing Home Care for Their 
Parents and Education for Their Children.' Medicaid currently is the largest insurer of long-term 
care, covering over two-thirds of all nuciing home residents. Without the guarantee of Medicaid, 
families of elderly and disabled individuhls needing long-term care could be stuck with nursing 
home bills, 'currently averaging $38,000 la year. This extra charge to middle-class families may 
force them to choose between nursing h6me care for their parents and education for their children. 

I 

That's a false' choice for millions of hard working families. And that's the wrong way to balance 
the bu<;lget. 

Republican Plan May Force Elderly Spouses Into Poverty. Republicans are turning their backs 
on the common ground protection that ~resident Reagan signed into law to ensure that seniors do 
not have to give up everything' they owrt --their car, their home, and all their savings -- in order to 
pay for nursing home care for their sicklspouse. The GOP plan repeals this protection, putting 
seniors at risk of losing their. homes and being driven into poverty by the cost of their spouse's 
nursing home care. The GOP plan also Imeans that parents of mentally retarded children may be 
forced into poverty. to pay for their chilren's care in an institution or at home. 

, Republican Plan Will Wipe Out Quality Standards for Nursing Homes and Institutions Caring
I . 

for the Mentally Retarded. The Republican plan throws away a decade of progress by repealing
I . 

another common ground law signed by President Reagan that established quality standards for 
. nursing homes and institutions for the rrlentallyretarded... These standards restrict the use of drugs 
and restraints and require that nurses' ai:des are. properly trained. Under the guise of reform, 
Republicans would repeal this . law and throwaway these fundamental protections -- just to pay for 
their tax cut. 

Medicaid Talking Points 9/26/95 
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REPUBLI<CAN HEALTH CARE PLANS 

WILL NOT COVER ELDERLY IN POVERTY 


i 
. I . . 

NEWT GINGRICH CLAIMS THAT SENIOR CITIZENS AT THE POVERTY LEVEL, 
AND BELOW, WILL HAVE AIiL OF THEIR PART B PREMIUM PAID FOR - 100. 
PERCENT. l 

. "I must say with some sadness that we are ending this debate in the same spirit of 
misinfonnation that has characterized our opponents ,consistently. The fact is there is. 
a provision in the medigrant program which provides that senior citizens at the poverty . 
level, and below, have all of their Part B premium paid for by the taxpayers, 100 
percent." ' 

Newt Gingrich 
Congressional Record 
10119/95 
Page H 10462 

THE FACTS: 

• 	 Under current law, .ryt:edicaid pays all Medicm premiums,coinsurance, and 
deductibles for people below 100 percent of poverty (known as "qualified 
Medicarebeneficiari~s or "QMBs"). 

• 	 The House and senJte bills completely eliminate: 

I 
• 	 the requirement that Medicaid pay Medicare coinsurance and . 

deductibles f9r people below 100 percent of poverty; and 

• 	 the requirement that Medicaid pay Medicare premiums for people 
between 100-1120 percent of poverty. • 

• Both the House and ISenate bills create a ~et-aside for a portion of the 
. 	 I 

MediGrant funding for Medicare premiums equal to 90 percent of the average 
I 

spending between 1~93 and 1995 on these premiums. 	 ' 
I 

I 

• 	 The Department of Health and Human Services estimates that the set-aside 
equals about I.S perbent of total Medicaid spending. This means that' states 
have to spend 1,S p~rcent of their block grant funds for Medicare premiums. 

I 
. i 

• Contrary to the· Sp~aker's claims, in the year 2002, the set-aside amount is 
-"'._- ·-estimat.ed=to"-co-ver ~nJyA4-percent -"'!.or_ $3.7_billjo.n~==-_0f. the.amounLthatjs 

'-. -' projected--to be sperlt "on 'Medicare premiums' ($8.5 billion) for people in· . 
the QMB program.1 [This estimated spending includes the impact of the 
Republican's increas? in Part B premiums.] 

._..__..''_________ _ 

. \ 


