
!. 

Coalition for Consumer Protection and Quality 
in Health Care Reform 

The Coalition for Consumer Protection and Quality in Health Care Reform is made up 
of a diverse group of health care consumer organizations - representing more than 30 
million people - with the common goal of a health care system that offers good 
consumer information, meaningful choice, quality assurance and public accountability. 

Coalition Members 

American Association of Retired· Persons 

California Advocates for Nursing Home Reform 


Center for Health Care Rights 

Center for Medicare Advocacy 


Coalition of Advocates for the Rights of the Infrrm Elderly 

Families USA 


The Gerontological Society of America 

National Citizens Coalition for Nursing Home Reform 


National Committee to Preserve Social Security and Medicare 

National Council on the Aging 


National Indian Council on Aging 

National Osteoporosis Foundation 


National Senior Citizens Law Center 

Older Women's League 


Endorsing Organizations 

American Medical Peer Review Association 

Foundation for Hospice and Homecare 


Healthright 

Large State PRO Consortium 


National Association of Health Data Organizations 

National Association of Protection and Advocacy Systems 


Public Citizen Congress Watch 

Service Employees International Unions 


United Seniors Health Cooperative 


Collaborating Organizations 

Children Now 

Citizen Advocacy Center 


Commission on Legal Problems of the Elderly, American Bar Association 

National Consumers League 


National Council of Senior Citizens 

National Hospice Organization 


Public Citizen Health Research Group 


1275 K Street, N. W.,Suite 900, Washington, DC 20005 
Phone 202-789-3606 Fax 202-842-1150 



., ,;. 

Coalition for Consumer Protection and Quality in Health Care Reform 
1275 K Street, N.W., Suite 900 WashingtOn, DC 20005 

(202)789-3606 Fax (202)842-1150 

Testimony 

Presented by: 

Alfred J. Chiplin, Jr. 
Staff Attorney 
National Senior Citizens Law Center 

For: 

Coalition for Consumer Protection and 
Quality in Health Care Reform 

Before: 

Subcommittee on Health for Families and the Uninsured 
Committee on Finance 
United States Senate 

Regarding: 


Consumer Protection and Quality Assurance 


April 29, 1994 



Mr. Chairman, members of the Committee, my name is Alfred Chiplin. I am a Staff 
. Attorney with the National Senior Citizens Law Center. I focus my attention on cases 

involving Medicare, home health care and Older Americans Act issues. Suffice it to say, the 
Center has many years of experience defending the rights of consumer's of health care and 
other Federal and state entitlements and services. 

Today, I am representing the Coalition for Consumer Protection and Quality in Health 
Care Reform, a coalition of more than 25 consumer groups. We thank you for providing us 
with the oPJ;>Ortunity to testify today, and congratulate you on your excellent record in health 
care and in protecting the rights of the disadvantaged. 

The Coalition applauds the President's and Congress' all-out effort to reform the health 
care system. Specifically, we are pleased with the Health Security Act's attention to 
consumer empowerment through an extensive system of data collection, analysis and 
dissemination. The administration has also demonstrated its concern for patients rights 
through the establishment of an ombudsman program, an appeals system and the development 
of grievance procedures. 

It is the Coalition's assessment, however, that additional consumer protections are 
needed to ensure that health care plans provide high quality care. The linchpin of any national 
health care system is consumer satisfaction. Reform can work, but only with strong consumer 
protections to ensure that plans do not contain <rosts by providing less care than is appropriate. 

SUMMARY 

I would like to outline briefly our vision of consumer protection in the new health care 
system. This new system relies on competition between health care plans and providers to 
drive the cost of care down and quality of care up. 

Under any new system, consumers will need easy access to unbiased information to 
help them make meaningful choices between plans, providers, and coverage options. They 
will need an advocate or ombudsman to help them understand and navigate through the system 
and assist with resolving complaints. They will need an appeals process to address the denial, 
reduction, or termination of benefits and services, and quality issues independent and fair. 
They will want a grievance procedure for other patient complaints. 

The system will need independent quality improvement foundations and quality 
assurance and public accountability through improved licensing, certification, and accreditation 
systems, and consumer control of governance structures. There must be guaranteed funding 
for these programs. 

These are the elements of a health care system that is sensitized to the basic fact that 
the system -- physicians, nurses, pharmacists, other health care professionals, hospitals, and 
health care plans -- is there to serve those who need care, the consumers. 
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We do not promote red tape or over regulation, but the burden to ensure consumer 
protection and prevent poor quality of care falls on the President and Members of Congress. 
Please do not miss this opportunity to design a consumer- focused system or you will be 
hearing from your constituents when the system fails. 

Today, I would like to address four areas of particular interest to consumers: 

I. Consumer Due Process Protections 

II. Consumer Information 

m. An Independent Ombudsman Program 

IV. Quality Improvement and Public Accountability 

I. CONSUMER DUE PROCESS PROTECTIONS 

Background 

The Coalition believes that consumer notice, appeal, and grievance rights -- collectively 
referred to as consumer "due process" rights -- are essential in any national health care plan. 
Under a managed care system, health plans and the utilization review systems work to keep 
the cost of care down. In some instances this will be done at the expense of the medical needs 
of the enrollee. Therefore, access to an independent and timely appeals process is critical to 
maintaining quality care for consumers. 

Medicare beneficiaries enrolled in Medicare participating HMO's do have some, 
although inadequate, due process protections. Other enrollees in managed care plans have 
even fewer protections. Even so, the rights of Medicare enrollees to adequate notice and 
appeals procedures are honored in the breach. 

The following case illustrates the necessity for strong consumer due process 
protections: 

Mrs. G. is a 71 year old resident of Arizona with multiple health problems including 
Diabetes, High Blood Pressure, Congestive Heart Failure, Anemia, and a Uremic Bladder. She 
enrolled in a Medicare contracting HMO, which promised to provide her with all of the health 
services covered by Medicare as well as additional services such as free physical examinations. 
Mrs. G. has had many problems since. 

Last year her right leg was amputated at the knee after her HMO doctor failed to 
respond to her complaints of pain in her foot. She is now wheelchair bound. 

In August, 1993, Mrs. G. was hospitalized with a blood clot. She was discharged by 
the HMO from the hospital, although she was still quite sick. Her HMO physician was unable 
to obtain approval from the HMO for rehospitalization and instead sent her to a nursing home. 
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The HMO sent her home from their nursing home with an indwelling catheter. without making 
arrangements for home care or instructing her family in the care of the catheter. 

Her attorney wrote to the HMO plan demanding home health services. The plan agreed 
to provide one home health visit per month to change her catheter, but denied any additional 
services. Later Mrs. G. was hospitalized again with a serious urinary tract infection. After 
being discharged she was denied HMO-covered home health services needed to assist with her 
unskilled care needs until her attorney flled a Motion for Preliminary Injunction. 

Until her attorney wrote to the HMO and the Health Care Financing Administration. 
Mrs. G. never received a notice from the HMO stating that care was being denied, explaining 
the reasons for denying such care, or describipg the availability of an appeals process. 

Recommendations 

A. Appeals Process 

We have attached a copy of generic legislative language that we drafted which is 
applicable to any reform legislation. The primary issues addressed in this language are notice, 
procedures for independent administrative review (including expedited review), and access to 
the courts. 

However, the Coalition is generally pleased with the review structures envisioned by 
the Health Security Act, which is consistent with our White Paper that we request be inserted 
in the record. We suggest that those structures be considered by your Committee. If you 
choose to use the Health Security Act's approach, the following are recommendations for 
improvements. 

1. Notice of Appeal Rights 

Congress must clarify the circumstances for providing notice to patients when decisions 
to deny, reduce, or terminate a service or payment have occurred. Specifically, the Coalition 
recommends that notice provisions of the Act be strengthened to include the following: 

* Notices should be triggered automatically when certain benefits, such as 
hospital, in-patient rehabilitation, nursing home and home health care, have 

been denied, reduced, or terminated; 

* Notices should state the specific reasons for the decision and describe the 
appeals process available to the patient; 

* All plans should be required to provide enrollees with periodic notices of 
their appeal rights and prominently place notices describing appeal rights 
in provider waiting rooms. 
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The Health Security Act should clarify that what the Act refers to as a "claim" includes 
the review of a decision to deny, reduce, or tenninate ongoing services. These vital points are 
also included in our generic legislative language. 

2. Need for Independent Expedited Review 

Our experience with clients leads us to conclude that without an expedited review 
system an appeals system is useless in cases of underservice, urgent care situations, or where 
critical ong?ing services are being terminated or reduced. The appeals system takes months at 
a minimum. Often managed care enrollees denied needed care do not have months to wait for 
service. Even short delays in the provision of services, such as home health care rehabilitation 
services, MRIs, specialty care and surgeries can have harmful and permanent effects. The 
Health Security Act does call for an expedited review system, but one that is not independent 
of the managed care plans. The Coalition strongly recommends the following additions to the 
appeals process: 

* All managed care enrollees should have available to them an expedited 
appeals system operating independently of the managed care plans for 
denials/delays in treatment that could seriously jeopardize their health or 
well-being. 

* An independent monitoring organization should render a decision on all 
expedited reviews within 24 hours. 

3. Shortening of Appeal Time Period 

The Health Security Act gives plans 30 days to make a decision of an initial appeal and 
an additional 30 days to make a second decision on a request for reconsideration. The Health . . 

Security Act also requires that all claimants must go through the initial and reconsideration 
stages prior to referral to a state Complaint Review Office. The Coalition believes Congress 
should consider the following options to shorten the appeal process: 

* The reconsideration stage of the appeal process should be eliminated, 
allowing enrollees to directly appeal to the Complaint Review Office 
following a plan denial of the initial appeal; or the time allowed plans to make 

initial and reconsideration decisions should be shortened to 15 days each. 

4. Plan Coverage of Second Opinions 

The Clinton Plan places the responsibility and costs of purchasing second opinions on 
the beneficiary. This places an unacceptable burden of proof on the beneficiary. For low
income individuals in particular, this burden will negate the appeal right. In response to this 
problem, the Coalition recommends that: 
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* 	 The Health Security Act should require plans to pay second opinions for 
specified conditions/procedures, as determined by an administrative law judge 

where such opinions are necessary for fair resolution of issues or for the development 
of the record. 

5. 	 Point-of-Service Option -- Out-of-Network Care 

The provision of additional information is not enough to protect HMO enrollees in 
plans that provide poor quality care. The Health Security Act permits consumers to switch 
plans only once a year, which a number of our members do not think is often enough. 
Therefore, it is critical that managed care enrollees retain the option of seeking care outside a 
managed care plan. Specifically, the Coalition strongly recommends that: 

* The Health Security Act's requirement that HMO's offer a "point of 
service option" be retained, and that low-income individuals and persons 
with rare diseases and disabilities will pay an appropriately reduced 
coinsurance for out-of-network care. 

Attached is legislative language we have drafted to address this issue. 

B. 	 Grievance Process 

All certified plans must be required to initiate and maintain a grievance process for 
patient complaints about problems other than denial, reduction, or termination of service or 
payment. We believe the grievance process should have the following components: 

* Oral and written complaints from patients should be investigated by a 
patient advocate, who will prepare a written report for the plan and the 
consumer within 15 days; 

* The plan's or insurer's grievance committee should issue a decision 
within 30 days regarding the patient advocate' s report. The written 
decision should be sent to the grievant. 

* 	 Grievants dissatisfied with the grievance committee action should be able 
to obtain a review by a Complaint Review Office. 

II. 	 CONSUMER INFORMATION 

Background 

Currently, health care consumers lack even the most basic information about the quality 
of care provided by our health care system. The most common question asked by Medicare 
beneficiaries considering whether to join an HMO is "which one is best." Unfortunately, we 

5 




have no answer to this question and Medicare beneficiaries are forced to make their health care 
choice in a virtual information vacuum. 

Moreover, the little consumer information that is collected is of dubious quality. The 
Health Care Financing Administration (HCFA) and state governments have been extremely lax 
about HMO data collection in both the Medicare and Medicaid programs. HCFA, for 
example, collects, but does not analyze Medicare HMO disenrollment data, collects no 
meaningful utilization or outcome data by plan, and has very loose standards for defining 
(much less i:nvestigating or keeping data regarding) types of complaints received. In short, 
HCF A collects and provides to the public almost no usable quality of care data. 

Further, with few exceptions, the state and federal governments and most HMO's are 
unwilling to provide consumers and their representatives with any quality of care information. 
In fact, on April 27th The Washington Post ran an article revealing the difficult time that the 
Federal Government is having in getting health care plans to join a nationwide survey of 
consumer satisfaction which we believe is a critical element of consumer information. Some 
plans voiced opposition to an independent surveyor and the choice of questions, and wanted 
the right to block the release of survey results after reviewing the responses. This is indicative 
of the need for mandated consumer information. 

Recommendations 

A. Information 

The report card data required in the Health Security Act is an excellent frrst step 
toward ensuring that health care consumers have the quality of care information needed to 
make an informed decision. However, the Coalition believes that additional comparative, 
plan-specific and condition-specific information should be provided to consumers. The list 
below is only suggestive of the types of information we believe consumers need. For 
additional suggestions, I refer you to the Coalition's White Paper submitted for the record. 

1. Comparative Information 

Congress should require the collection and yearly publication of a number of additional 
comparative quality of care measures, including: 

* Results of the consumer satisfaction survey; 
* Plan enrollment and disenrollment figures; 
* The ratio of complaints/grievances and appeals to plan enrollees; 
* Information on plan providers and costs of out-of-plan use; 
* Ratio of primary care practitioners to enrollees and the ratio of board 
certified physicians to non-board certified physicians; 
* Information on plan benefits and any limitations on these benefits; 
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* Individual plan risk-arrangements (financial incentives under which plan 
health care providers operate); and 
* Plan utilization data for selected services, including hospitalization, 
home health visits, and psychiatric visits adjusted for age, sex and, when 
possible, health status. 

2. Plan-Specific Information 

Plans or health alliances should provide all enrollees, upon request, with the following 
information to help in the selection of a primary care physician or other plan providers: 

* Fact sheets on plan physicians--their training, years of practice, board 
certification, faculty responsibilities, and confirmed disciplinary actions such as 

repeated malpractice payments; and 
* Fact sheets on individual hospitals, home health agencies, laboratories, 
pharmacies, and other contracted health providers with lists of services and 

other details . 

3. Condition-Specific Information 

Plans should be required to provide age, sex and, when feasible, severity adjusted 
condition- or treatment-specific information and a comparison with similar information for the 
region, state or nation. For a particular condition/surgery, this data could include: 

* Number of surgeries performed (by hospital and by surgeon); 
* Death rates within a specified time period; 
* Complication rates for specified surgeries (e.g., surgery for prostate 
cancer); and 
* Hospital infection rates (generally) and readmissions for the same 
condition within a specified time. 

To ensure a better protected and informed public and to promote national consistency 
in data reporting, the Coalition believes that Congress should add greater specificity to the 
types of consumer information which must be made available. 

B. Plan Marketing Controls 

The Health Security Act requires alliances to approve all plan marketing materials. 
The history of both Medicare and Medicaid HMO's provides ample evidence that HMO 
marketing activities are open to serious abuse, and we believe some entity must monitor this 
area. 

Consumer report cards with outcome and other measures are critical if consumers are 
to make informed decisions on which health·plan to join. However, if controls on marketing 
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are not adequate, plan marketing activities (including television, radio and print 
advertisements, celebrity spokespersons, and the actions of individual marketing agents) could 
undermine the report cards' effectiveness. At a minimum, the Coalition believes that 
marketing by managed care plans must be carefully scrutinized. 

III. AN INDEPENDENT OMBUDSMAN PROGRAM 

Background 

The Coalition is pleased that the Health Security Act and other health care refonn 
approaches have called for the creation of ombudsman offices to assist consumers with their 
questions and concerns and to serve as consumer advocates, helping consumers negotiate the 
system and resolve complaints. It should be noted, however, that as important as an 
ombudsman program is, it is not a substitute for the appeals process that we have outlined 
earlier in this testimony. 

The Coalition believes, however, that Congress should provide much greater specificity 
regarding how this program will be designed, and how it can be used by consumers. We also 
believe that to be truly effective, the program must be adequately financed and operate 
independently of the plans, alliances, and states. 

Recommendations 

A. Financing 

The Health Security Act includes the option for alliance eligible individuals to 
designate one dollar of their premium toward an ombudsman program. This approach puts the 
program in jeopardy from the beginning. Not every enrollee will understand the value of the 
program until they have a problem and need its services. Further, for the ombudsman 
program to be effective, it needs a trained, full-time staff supported with steady funding. To 
ensure an effective ombudsman program, the Coalition recommends that: 

* Congress should mandate that a percentage of premiums collected 
be set aside to cover the costs of the Ombudsman program and other quality 

improvement and consumer protection systems. 

B. Independence 

The ombudsman must assist with both plan and alliance-related problems. It is 
unrealistic to expect the ombudsman to effectively deal with problems that arise within the 
alliance if it is located there and receives its funding from it. To ensure an effective consumer 
advocacy Ombudsman program, the Coalition recommends that: 
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* The Ombudsman program be established as a non-profit consumer 

organization totally separate and independent of alliances, plans, 

providers, and purchasers. 


The attached legislative language provides a framework for this new health care 
ombudsman. 

IV. QUALITY IMPROVEMENT AND PUBLIC ACCOUNTABILITY 

Background 

The Consumer Coalition believes that consumer information, consumer protection, and 
quality improvement programs must be accountable to the public, independent of providers 
and payers of health care, and free of potential conflicts of interest. There has been proposed 
an excellent foundation for independent monitoring of quality through the establishment and 
functions of the National Health Board, National Quality Management Program, and National 
Quality Management Council at the federal level and the alliance quality of care reporting 
requirements at the state and local level. 

Quality of health care is measured in three ways: structure, process, and outcome. All 
three complement each other and are needed if we are to adequately protect consumers in any 
managed care plan. 

Several proposals provide for information on outcome measures. However, they do 
not include the establishment of consumer-based independent entities to monitor and improve 
the quality of care provided by plans. We must also ensure public accountability and 
adequately defme the role of states in ensuring that consumers are protected through strong 
licensing and certification and enforcement of quality protections. 

Recommendations 

A. Quality Improvement Foundations 

Any health care reform proposal should include an external quality review entity, 
independent of the payer-based alliances and provider-based plans to monitor and improve 
quality in each state, but not run by the state itself. For purpose of reference, we call these 
entities "Quality Improvement Foundations" or QIFs. 

The National Quality Management Council would provide competitive grants to create 
one QIF in each state. Funding would come from the National Health Board through an 
amount designated from each premium. The QIF would be governed by a consumer majority 
board, which includes others who are experts in a variety of health and quality research fields. 
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Each QIF would perform a variety of quality monitoring and improvement functions, 
including: 

* Performance of expedited quality of care reviews: 
* Data analysis and data quality testing; 
* Dissemination of information on successful quality improvement 

programs; 

* Technical assistance to plans and alliances; 
* Development of and support for quality improvement activities; 
* Provision of consumer information beyond the report card; 
* Monitoring and feedback to plans on adherence to practice guidelines; 
* Analysis of plan utilization measures; and 
* 	 Quality assurance by providing: 

information to consumers 
feedback to licensing, certification, and accrediting entities and 

the National Quality Management Council. 

B. Medicare Quality Oversight 

The Health Security Act proposes the termination of the Medicare Peer Review 
Organizations. Although the Coalition believes that the functions of these organizations could 
be strengthened, we oppose their elimination and understand that the Administration no longer 
supports it either. 

C. Consumer Representation 

One of the most effective ways to ensure public accountability is to mandate consumer 
representation on advisory boards. The Coalition is pleased that the Health Security Act 
recognizes the importance of consumer involvement by providing for consumer representation 
on some of the boards and advisory councils specified in the bill. However, we believe that 
the consumer role in the governance of the health care system must be strengthened. 
Consumers are in a unique position to advocate for a system that delivers high quality care -
unlike payers or providers of care, they are immediately affected by any changes in the quality 
of care delivered and are free from potential conflicts of interest. 

The Coalition recommends a stronger consumer role including: 

* Consumer control of the boards of any regional health alliances and 
corporate alliances (the Act currently provides for no consumer 
representation on corporate alliances.) 

* Consumer representation on the National Quality Management Council 
and the National Long-Term Care Insurance Advisory Council and other 
boards and commissions established by Congress; and 
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* Funds to train and provide technical assistance to consumer 

representatives. 


D. 	 State Role and Licensing, Certification and Enforcement 

The Coalition supports improving the effectiveness of licensing, certification and 
accreditation entities. Any reform bill and its implementing regulations should include 
provisions for strengthening the federal and state roles in licensing, certification, and 
accreditati~n, including: 

For professional licensing boards (see attached legislative language) -

* 	 Providing incentives through grants to increase the role of consumers on 
boards to at least 50 percent; 

* 	 Mandating that all fees paid by licensees be dedicated to the operation of 
the board; and 

* 	 Publicizing information regarding disciplinary actions. 

CONCLUSION 

Senators, we believe that proponents of the status quo in our health care system will 
distort the facts and attempt to scare consumers into believing that quality will suffer under a 
new health care system. We believe that the mechanisms that we are recommending will 
protect quality further and provide consumers with the information, advocacy, due process 
rights, quality improvement, and public accountability that will make this reform better for 
American consumers of health care. 

The Coalition is grateful to Senator Riegle and his staff for holding this hearing and 
focusing your attention on these critical issues. We look forward to working with you in the 
future. 
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[This amendment would strike Sec. 5008 of H.R. 3600, and replace it 
with the following new language for that section.] 

SBC. 5008. HBALTH QUALITY IMPROVEMENT FOUNDATIONS. 

(a) Establishl:nent. The National Quality Management Council shall 
establish a program of grants to eligible organizations to serve as 
Health Quality Improvement Foundations to perform the duties 
specified in subsection (d) for the population of each State, and 
shall oversee the operation of such Foundations. 

(b) Eligibility. 

(1) In General. - - To be eligible for a grant under this 
section, entities must demonstrate compliance with the criteria of 
paragraphs (2) through (5). 

(2) Governing body.-
(A) In General.-- Each entity shall be governed by a board 
consisting of health professionals and public members, no 
fewer than fifty-one percent (51') of whom shall be public 
members. 

(B) Definition. - - For purposes of this section, the term 
"public member" means an individual who resides in the State 
and is a person of integrity and good reputation who has lived 
in the State for at least five years immediately preceding 
appointment to the Board, and has never been authorized to 
practice a healing art, and has never had a substantial 
personal, business, professional, or pecuniary connection with 
a healing art or with a medical education or health care 
facility, except as a patient or a potential patient. 

(3) Staffing.-- Bach entity shall be staffed by individuals 
expert in quality improvement, and eXperts in the fields of 
epidemiology, measurement of risk adjusted health outcomes, use of 
clinical practice guidelines, health services data analysis, and 
provider education. 

(4) Contract with Academic Health Center.-
(A) Each entity shall have a contract with an academic health 
center to assist in fulfilling the duties described under 
subsection (d). 

(B) For purposes of this paragraph, an ' academic health 
center' means an academic health center which is affiliated 
with a medical school. 

(5) Conflict of interest.-
(A) An entity seeking receive a designation under this section 
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shall be considered a 'disclosing entity' for purposes of 
section 1124 [42 USC 1320a-3] of the Social Security Act; 

(B) Such entity may not 

(i) directly or indirectly (as determined by the 
regulations promulgated under section 1124(a) (3) of the Social 
Security Act) possess an ownership interest of 10 percentum or 
more in a health care facility, a health plan, or association 
of such; 

(ii) own a whole or part interest in any mortgage, deed 
of trust, note, or other obligation secured (in whole or in 
part) by a health care facility, health plan, association of 
such, or any of the property or assests thereof, which whole 
or part interest is equal to or exceeds 10 percentum of the 
total property and assets of the facility, plan, or 
association; or 

(iii) utilize officers or members of the governing body 
more than 10 percent of whom are the officers or members of 
the governing board of one or more health facilities, plans, 
or associations) . 

(c) Grants to entities. 

(1) In General.-- The Council shall select, through a 
competitive grantmaking process, no more than one entity to serve 
as a Health Quality Improvement Foundation in each State, and may 
designate one entity to serve multiple contiguous States. 

(2) Preferences.-- In making its designation, the Council 
shall give preference to an entity -

(A) which can fulfill the duties described under subsection 
(d) for enrollees of health plans certified under section 1203 
as well as enrollees of Title XVIII of the Social Security
Act; and ' 

(B) for which the primary place of business is located in the 
State within which the functions of the Foundation will be 
conducted, or, if one entity is to be designated to serve 
multiple States, preference shall be given to an entity for 
which the primary place of business is located in one of the 
State~. 

(3) Scope of work. - Each grant with an entity under this 
section shall be pursuant to an agreement providing that 

(A) the entity shall perform the duties set forth in this 
section for the benefit of -- ' 
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(i) enrollees in health plans certified under section 
. 1203; and 

(ii) unless the entity is subject to the transition rule 
under subsection (e), individuals enrolled under Title XVIII 
of the Social Security Act; 

(B) the Council shall have the right to evaluate the 
perfonnance of the entity in carrying out the functions 
specified in the grant; 

(C) the grant shall be for a tenn of four years and shall be 
renewable, based upon evidence of successful quality 
improvement performance, without reopening the competitive 
selection process, except that an enti ty subj ect to subsection 
(e) (3) shall have tenn(s) limited to two years and shall be 
subject to competitive process at the end of each contract 
period; 

(D) if the Council decides not to renew a grant with a 
Foundation, the Foundation shall be notified of the decision 
at least 180 days prior'to the expiration of the grant tenn, 
and shall be afforded an opportunity to present information 
for the purposes of appeal of the decision not to renew the 
grant; 

(E) based on a finding by the Council that the organization 
does not meet the requirements of this section, the Council 
may tenninate the grant prior to its expiration upon 180 days 
notice, during which notice period the Council shall provide 
the Foundation an opportunity to appeal the Council's finding 
before a panel of representatives of Foundations convened by 
the Council; 

(F) the entity may tenninate the grant upon 180 days notice to 
the Council; and 

(G) the amount of the grant to be allocated under a grant 
shall consist of a sum necessary to perfonn the duties under 
subsection (d), which may be augmented with additional funds 
for the perfonnance of research described under section 5007 
by a Foundation selected by the Council for exemplary 
performance and the merit of research proposals submitted. 

(d) Duties. A Health Quality Improvement Foundation shall carry 
out the following duties in the State in which the Foundation 
operates: 

(1) Quality improvement. - - Collaboration with physicians and 
other health care professionals in ongoing efforts to improve the 
quality of health care provided to individuals in the State, giving 
priority to health conditions and interventions which are likely to 
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produce the greatest impact in preventing or reducing morbidity, 
mortality and functional impairment. 

(2) Oversight.-- Analyze data obtained under sections 5003, 
5004, and health care information furnished under 5101(e) 
pertaining to health care delivered in the State, for the purpose 
of 

(A) identifying opportunities for quality improvementj 

(B) documenting that such improvement is being realized; 

(C) auditing samples of such information and its source 
documents to assure the information is valid, reliable, and 
comparable between plans, and to inform recommendations for 
improving the validity, reliability and comparability of the 
information. 

(3) Technical assistance.-- Provide technical assistance to 
health plans and providers, including-

(A) feedback of information on patterns of health care 
delivery and outcomes; 

(B) assistance in fulfilling the data reporting requirements 
of Section 5103; 

(C) assistance in the development of patient education systems 
that enhance patient involvement in decisions relating to 
their health carej 

(D) entering into agreements with selected health plans for 
the purpose of offering educational programs to physicians and 
other health care professionals. 

(4) Annual report.-- Issue an annual report to the Council 
and to the public concerning-

(A) recommendations for improving the utility of clinical 
practice guidelines as a means of identifying opportunities 
for improvement and bringing about quality improvement; 

(B) recommendations for improving the reliability and validity 
of the health care information described in section 5101(e), 
the· national measures of quality performance described in 
section 5003, and consumer survey data obtained under section 
5004; 

(C) selected measures of the health care status of the 
population of the State, including a description of activities 
underway and progress achieved; and 
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(D) a description of activities undertaken during the 
preceding year pursuant to subsection (b) (3) and subsection 
(d) (3) (D) • 

(5) Multi-plan collaborations.-- Sponsor of statewide and 
other collaborations involving multiple plans or providers to 
identify opportunities for quality improvement, and to bring about 
improvements in health care. 

(6) 	 Referrals.- 
(A) Except as provided in subparagraph (C), if the health 
quality improvement foundation finds, after affording 
reasonable opportunities for improvement, that a provider or 
plan- 

(i) continues to furnish services characterized by 
underuse, overuse or poor technical quality, and 

(ii) is unwilling or unable to successfully engage in 
quality improvement activities related to the services 
described in subparagraph (A), 

the Foundation shall provide notice of such finding to the 
officials and entities described in subparagraph (B), and 
shall make available to such officials and entities upon 
request data and information relied upon by the Foundation in 
making the referral. 

(B) A finding under subparagraph (A) shall be forwarded -

(i) if the finding pertains to a health plan, to the 
appropriate alliance(s), accreditation organization(s}, State 
officials responsible for certification under section 1203, 
and the public; 

(ii) if the finding pertains to a provider, to the 
appropriate State health facility or State professional 
licensure board(s) and health plan(s); and 

(iii) if the finding arises from care provided to 
enrollees under Title XVIII of the Social Security Act in a 
State subject to subsection (e) (3), to the organization with 
which the Secretary of HHS has a contract under section 1153 
of the Social Security Act. 

(C) If a Foundation identifies a provider who poses an 
imminent risk to the health of patients receiving or likely to 
receive health care from the provider, the Foundation shall 
immediately notify the appropriate authorities listed under 
subparagraph (B). 

(e) 	 Transition rule. 
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(1) In General. - - The first Health Quality Improvement 
Foundation to be designated in any State where a Utilization and 
Quality Control Peer Review Organization has a contract under 
section 1153 of the Social Security Act shall not commence 
operations until the expiration or termination of the contract in 
effect on the date of enactment. 

(2) Deeming. - - Except under circumstances described in 
paragraph (3), an entity designated as a Health Quality Improvement 
Foundation under this section shall be deemed to have an agreement 
with the Secretary of Health and Human Services under section 1153 
of the Social Security Act, and shall receive all funds designated 
by law for that purpose in the State. 

(3) Temporary designation. - - In a State where no entity 
submits a qualifying application under this section to serve all of 
the enrollees described in subsection (c) {3} (A), the Council may 
designate an entity to fulfill the duties described in subsection 
{d} only for individuals enrolled in plans certified under section 
1203 until such time as an entity does submit a qualified 
application to perform these duties for all individuals in the 
State. 

{f} Limitation on liability. No organization having a grant with 
the National Quality Management Council under this part and no 
person who is employed by, or who has a fiduciary relationship with 
any such organization, or who furnishes professional services to 
such organization, shall be held by reason of the performance of 
any duty or activity authorized pursuant to this part to have 
violated any criminal law, or to be civilly liable under any law of 
the United States or of any State {or political subdivision 
thereof} provided that the performance of such duty or activity was 
not conducted in bad faith. 
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DUE PROCESS PROVISIONS FOR HEALTH CARE REFORM 

SEC. INDIVIDUAL APPEAL RIGHTS 

(a) Appeals Process.-  An appeals process shall be 
established for patients for whom health care coverage, services, 
or referrals have been denied, reduced, terminated, or otherwise 
adversely affected. The appeals process shall include notice, 
administrative review, and judicial review. 

(b) Subsidies and Premium Amounts.-- With respect to the 
denial, reduction, or termination of a subsidy or of a 
determination of a premium amount, the Secretary shall develop a 
notice and appeals procedure that provides the protections 
available to individuals the same as provided in Title XIX of the 
Social Security Act. 

(c) Notice.-- Written notice must be given to the patient 
by the insurer or health plan as follows 

(1) 	 promptly after decisioris made by physicians and 
other service providers, as well as plan 
administrators and insurers, that result in 

(A) 	 denial or termination of a specific service, 
referral, or coverage requested by the 
patient verbally or in writing; 

(B) 	 termination or reduction of coverage or 
provision of a course of treatment or ongoing 
series of services such as nursing home or 
outpatient therapy services; or, 

(C) 	 patient dissatisfaction expressed verbally or 
in writing with the type or extent of 
services ,or coverage being provided. 

(2) 	 such notice shall include - 

(A) 	 an explanation of the specific facts and law 
underlying the decision to deny, reduce, 
terminate or otherwise fail to provide 
services, coverage, or referral; 



(B) 	 a description of the process for appealing 
such decision sufficient to allow the patient 
to initiate an appeal and submit evidence in 
support of his position to the decision
maker. 

(d) Administrative Appeals.-- An administrative appeals 
process shall be made available to the claimant as follows - 

(1) 	 an informal review shall - 

(A) 	 be held within 5 days of request by a claimant; 

(B) 	 be performed by the health plan or insurer; 

(e) 	 result in a written decision setting out the 
basis in fact and law within 10 days of 
request by the claimant; 

(2) 	 an administrative hearing shall 

(A) 	 be held within 30 days of request by a 
claimant; 

(B) 	 be conducted by an independent administrative 
law judge; 

(e) 	 include evidence by an independent medical 
expert provided for the claimant at the 
plan's expense when the administrative law 
judge determines that such medical evidence 
is necessary for fair resolution of the 
issues or for development of the record; 

(D) 	 provide claimants the right to present 
supporting evidence, to subpoena and cross
examine adverse witnesses, and to have access 
to one's medical records; 

(E) 	 result in a written decision setting out the 
judge's findings of fact and conclusions of 
law within 30 days of the hearing. 

(3) 	 an expedited appeal shall - 

(A) 	 be available when denial, reduction, delay, 
or termination of the service, coverage, or 
referral at issue 
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(I) 	 would create a risk of serious or 
permanent harm to the patient; or 

(II) 	 involves an ongoing series of services 
such as inpatient hospital or nursing 
home care, therapies, or home health 
services, such ongoing series of 
services to be continued through the 
completion of the expedited appeals 
process described herein. 

(B) 	 include informal review as provided in sub
paragraph (1), above, completed within 24 
hours of a request; 

(e) 	 provide an administrative hearing decision, 
as provided in sub-paragraph (2), above, 
within 3 days of a request. 

(4) 	 in order to prevail in an appeal, the health plan 
or insurer must produce sufficient evidence to 
justify its decision denying, reducing or 
terminating the service, coverage, or referral at 
issue. 

(5) 	 failure to complete an administrative decision 
within the specified time limits will allow the 
claimant, at his or her option, to proceed 
immediately to the next stage in the appeals 
process. 

(6) 	 when the claimant prevails in an administrative 
appeal, the health plan or insurer shall be 
required to pay the claimant's reasonable costs, 
and reasonable attorney's and expert's fees. 

(e) Judicial Review. -- review of the decisions of the 
administrative law judge shall be available at the 
claimant's option in -

(1) 	 an appropriate state court, or 

(2) 	 the federal district courts of the United States as 
follows 

(A) 	 in all cases raising issues as to the validity 
of statutes, administrative rules, and 
practices; 
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(B) 	 in all other cases involving health care 
coverage, referrals, or services valued at 
$l,OOO or more, except that ~his 
jurisdictional amount shall be waived for 
appeals by indigent claimants; 

(3) 	 nothing in this Part shall be construed to require 
exhaustion of administrative remedies that would 
be futile or that would create a risk of 
irreparable injury to the claimant; and 

(4) 	 the prevailing claimant shall be entitled to 
reasonable attorney's fees, reasonable expert 
witness fees, and other reasonable costs relating 
to such action. 

(f) Pre-emption.-- nothing in this Part shall be construed 
to pre-empt other consumer rights or remedies available under 
state or federal law, including common law. 

4/26/94 
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DUE PROCESS AMEND:MENTS TO THE HEALTH SECURITY ACT 

Subtitle C - Remedies and Enforcement 

PARTl 

Amend sec. 5201 to require that notice be given to enrollees whenever hospital, 
nursing home, arid home health services are terminated and whenever a health plan or 
provider does not prescribe services that are generally prescribed for the enrollee I s 
condition. 

Amend sec. 5201 to provide that enrollees are authorized to obtain second opinions 
from non-plan physicians when their claims have been denied. 

Amend sec. 5201 to require notice of disposition of claims for services within 5 days 
after the date of submission of the claim. 

Amend sec. 5201 to state that enrollees whose plans continue to refuse a service 
without providing timely notice of denial can obtain the service out of plan and require 
the plan to pay for it. 

Amend sec. 5204 to include a 120 day time limit for a hearing decision by the 
Complaint Review Offices. 

Amend sec. 5204 to state that in appeals the burden of proof rests on the plan. 

Amend sec. 5206 to specifically state that provisions for civil monetary penalties 
include a private right of action. 

Amend sec. 5216 to require completion of the mediation proceedings for the Early 
Resolution Program within 60 days. 

Amend sec. 5205 to clarify that jurisdiction exists for review of Health Plan Review 
Board decisions regardless of monetary limitations for cases involving constitutional 
and statutory interpretation. 

PART 2 

Amend the Act to include authorization for private enforcement actions against the 
plans. 

Amend sec. 5241 to eliminate the requirement that facial constitutional challenges be 
brought within one year of enactment. 

l ' 
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OUT OF NETWORK COVERAGE AMENDMENT TO THE HEALTH SECURITY 
ACT 

Amend section 1132, "LOWER COST SHARING," by adding underlined 
language: 

(b) OUT-OF-NETWORK COINSURANCE PERCENTAGE.-
(1) In general. -- The National Health Board shall 

determine a percentage referred to in subsection (a) (4). The 
percentage 

(A) may not be less than 20 percent: and 
(B) shall be the same with respect to all out-of-network 
items and services that are subject to coinsurance, 
except as provided in paragraph (2). 
(2) Exception~. - 
iAl Higher coinsurance services.-- The Na~~efta~ Hea~~ft 
Beard, Secretary may provide for a percentage that is 
greater than a percentage determined under paragraph (1) 
in the case of an out-of-network item or service for 
which, under the higher cost sharing schedule described 
in section 1133, the coinsurance is greater than 20 
percent of the applicable payment rate • 
..un. People with special health care needs. -- For 
families with family adjusted income at or below 250% of 
the applicable poverty level, based on actual family 
size, the Secretary shall provide for amounts that do not 
exceed by more than 25% the amounts such families would 
pay for in-network services, for individuals who (il have 
rare or complex diseases or conditions, as defined by the 
Secretary, including those described in Sec. 527 Ca) (2) (Al 
of the Federal Food Drug, and cosmetic Act, or (ii) are 
disabled as defined under Titles II or XVI of the Social 
Security Act or eligible for benefits as incapacitated 
under Title IV-A of such Act. during the period when they 
are determined to be disabled or incapacitated. 

~ Low-income people. In the case of approved 
families (as defined in section 1372(b)(3», the 
Secretary shall provide for amounts such families would 
pay, in addition to the amounts such families would pay 
for in-network services. Such amounts may distinguish 
among different groups of approved families. shall assure 
adequate access to necessary out-of-network services, and 
shall not exceed those established under subparagraph 
~ 

(D) General provisions. .:..- Deductibles and increased 
premiums shall not apply to individuals described in sub
paragraphs (B) and (Cl based on their election of the 
point of service option. 
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CONSUMER INFORMATION PROVISIONS FOR HEALTH CARE REFORM 

Rename Sec. 5101(a) as Sec. 5101(a)(1). 

Insert the following after Sec. 5101(a)(1): 

510 1 (a)(2) Not later than six months after the date of the enactment of this Act, . 
the Secretary shall develop initial guidelines for a II Consumer Guidebook" for plan 
selection and use, and will mandate specific infonnation to be provided to consumers in 
the guidebook, which will be readily available to every consumer in an appropriate 
format to meet the communication needs of individuals. The Consumer Guidebook 
will include at a minimum: 

(i) Plan-Specific Descriptions, presented in a comparative fonnat, including 
general infonnation about the health care system, benefits package including any 
limitations on services, how to appeal a health care decision, how to resolve 
complaints, how to contact a health ombudsman program, risk arrangements within the 
plan, referral and incentive arrangements and plan fmancial data. 

(ii) Plan-Specific Quality Report Cards, including quality indicators reflecting a 
common set of perfonnance measures and enrollee satisfaction which compare the 
plans, providers, and practitioners in a given region and, when appropriate, provide 
national averages for comparison. At a minimum, the following areas should be 
included: 

Preventive Care 
Indicators of undesired or unplanned occurrences 
Utilization of services related to service policy 
Consumer Satisfaction (obtained from the national consumer 

satisfaction survey) 
Membership statistics 

5105(a)(3) Not later than six months after the date of the enactment of this Act, 
the Secretary shall promulgate regulations defining additional infonnation that shall be 
available to consumers upon request, including, but not limited to the following: 

(i) Provider and Practitioner Specific Descriptive Infonnation to help consumers 
choose a plan based on the background of specific practitioners or services of a 
hospital. Information in this section should be written in a standardized fonnat and 
include at a minimum: 

the plan's unique features set apart from items that the plans must 
contain; 



fact sheets on each of the physicians in the plan; and 
fact sheets about home health services, hospitals, laboratories, 

out-patient services, nursing home skilled care and other 
contracted health facilities. 

(ii) Condition-Specific Proyjder and Practitioner Repon Cards, including 
enrollee surveys to help guide the consumer to the most appropriate specialist or 
hospital for treatment of a specific condition. Included in this information should at a 
minimum be hospital and physician specific practice profiles and outcomes data on 
particular procedures or conditions adjusted for severity. 

Amend Sec. 5101(e) by adding the following: 

(12) Any information necessary to collect to provide consumers with 
information described in Sec. 510l(a)(2) of this Act. 

4/27/94 

2 




--

COalition for Consumer Protection and Quality in Health Care Reform 

1275 K Street, N.W., Suite 900 WashingtOn, DC 20005 

(202)789-3606 Fax (202)842-1150 

DRAFT 

OMBUDSMAN PROGRAM PROVISIONS FOR HEALTH CARE REFORM 

SEC. DEFINITIONS 
As used in this chapter: 

(1) OFFICE. -- The term "Office" means the office established in 
section 

(2) OMBUDSMAN. -- The term "Ombudsman" means the individual 
described in section 

(3) LOCAL OMBUDSMAN ENTITY. -;.. The term "Local Ombudsman 
entity 11 means an entity designated under section __. 

(4) PROGRAM. -- The term "program" means the Health Care 
Ombudsman program established in section __. 

(5) REPRESENTATIVE. -- The term "representative" includes an 
employee who represents an entity designated under section __ and who is 
individually designated by the Ombudsman. 

(6) INDMDUAL. -- The term "individual" means an individual who 
participates in the health care system. 

SEC. HEALTH CARE OMBUDSMAN 
(a) ESTABLISHMENT. -

(1) IN GENERAL. -- In order to be eligible to receive a grant under 
section __from funds under section __, an organization shall, in 
accordance with this section -_. 

(A) establish and operate an Office of the Health Care 
Ombudsman; and 

(B) carry out through the Office a Health Care Ombudsman 
Program. 
(2) OMBUDSMAN SELECTION DESIGNATION PROCESS.-

Entities shall be selected to serve as an Ombudsman through a competitive 
grant making process. 

(A) The Secretary of Health and Human Services shall designate, 
confer appropriate authority to, enter into a grant arrangement with an 
Ombudsman in each state. The Secretary shall negotiate a proposed 
grant which the Secretary determines will be carried out by such 
organization in a manner consistent with the efficient and effective 
administration of this section. 

(i) Preference shall be given to private, not-for-profit 
organizations that represent a broad spectrum of the diverse 
consumer interests in the state. 



(B) The Secretary shall not enter into a grant under this pan with 
any entity which is, or is affiliated with, (through management, 
ownership, or common, control), a health care facility, managed care 
organization/network, organizations licensing or certifying health care 
services, health or corporate alliances, or association of such, within the 
area served by such entity or which would be served by such entity if 
entered into a grant with the Secretary under this pan. 

(C) Each grant with an organization under this section shall 
provide that -

(i) the organization shall perform the functions set for in 
this section; 

(ii) the Secretary shall have the right to evaluate the 
quality and effectiveness of the organization in carrying out the 
functions specified in the grant; 

(iii) the grant shall be for an initial term of four years and 
shall be renewable thereafter based upon favorable performance 
without reopening the competitive selection process; 

(iv) if the Secretary intends not to renew, the 
organization shall be notified of the decision at least 180 days 
prior to the expiration of the grant term, and shall accord the 
organization an opportunity to present information for the 
purposes of appeal of the intent by the Secretary not to renew the 
grant; 

(v) the organization may terminate the grant upon 180 
days notice to the Secretary; 

(vi) the Secretary may terminate the grant prior to the 
expiration of the grant upon 180 days notice if the Board 
determines that the organization does not meet the 
requirements of the section or if the organization fails 
substantially to carry out the grant. Appropriate appeals 
mechanisms, including the establishment of a panel of 
peers, shall be developed by the Secretary to implement this 
section. 
(D) Financing. In determining the amount of money to be 

allocated to each Ombudsman to carry out the duties defined in 
subsection (c), consideration shall be given to the establishment of core 
funding (based on population, geographic considerations, and other 
factors determined by the Secretary), with additional funds to be 
awarded to those entities selected on the basis of performance and 
innovation in the carrying out of their responsibilities. 
(3) PERSONNEL.-

(A) The Ombudsman. staff, and other representatives of the 
Health Care Ombudsman Program shall meet standards for experience, 
expertise, and training as specified by the Secretary. 

(B) The HCOP shall have adequate legal counsel available to -
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(i) provide advice and consultation needed to protect the 
health, safety, welfare and rights of individuals with respect to 
health care; and 

(ii) assist in the perfonnance of the official duties of the 
HCOP; 

(iii) provide representation to any representative of the 
HCOP against whom suit or other legal action is brought or 
threatened to be brought in connection, with the performance of 
the official duties of the HCOP; and 

(iv) assist in pursuing administrative, legal, and other 
appropriate remedies on behalf of individuals with respecno 
health care. 

(4) FUNCTIONS. -- The Ombudsman shall serve on a full-time basis, 
and shall, personally or through representatives of the Office -

(A) identify, investigate, and resolve complaints that -- . 
(i) are made by, or on behalf of, individuals; and 
(ii) relate to action, inaction, or decisions of providers of 

health care services and public or private agencies involved in the 
delivery, funding, or regulation of health care. 
(B) provide infonnation, referral and assistance to individuals 

about means of obtaining health coverage and services; 
(C) identify, investigate, publicize, and promote solutions to 

practices, policies, laws, or regulations that may adversely affect 
individuals' access to quality health care, including but not limited to 
practices relating to: 

(i) marketing of health care plans; 
(ii) availability of premium subsidies; 
(iii) accessibility of services and resources in traditionally 

underserved areas; 
(iv) adequacy of funding to traditionally under served areas 

through community rating and risk adjustment 
(D) ensure that the individuals have timely access to the services 

provided through the Office and that the individuals and complainants 
receive timely responses from representatives of the Office to 
complaints ; 

(E) represent the interests of the individuals before governmental 
agencies and seek administrative, legal, and other remedies to protect the 
health, safety, welfare, and rights of the individuals; 

(F)(i) analyze, comment on, and monitor the development and 
implementation of Federal, State, and local laws, regulations, and other 
governmental policies and actions that pertain to the health safety, 
welfare, and rights of the individuals, with respect to the adequacy of 
health care facilities and services in the State; 
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(ii) recommend any changes in such laws, regulations, 
policies and actions as the Office detennines to be appropriate; 
and 

(iii) facilitate public comment on the laws, regulations, 
policies, and actions; 
(G)(i) provide for training representatives of the Office; 

(ii) promote the development of citizen organizations, to 
participate in the program; and 

(iii) provide technical support for the development of 
consumer and citizen organizations to protect the well-being and 
rights of individuals; and 
(H) exercise such other powers and functions as the Secretary 

determines to be appropriate. 
(5) POLICIES AND PROCEDURES.- The Secretary shall 

establish policies and procedures for the operation of HCOPs, including but no 
limited to polices and procedures to -

(A) ensure optimal coordination among HCOPs; 
(B) collect and make available nationally uniform and useful data 

regarding problems and complaints; 
(C) ensure that representatives of the HCOP shall have -

(i) access to health care facilities and individuals. 
(ii) appropriate access to review the medical and social 

records of an individual, if the representative has the pennission 
of the individual, or the legal representative of the individual; 

(iii) access to the administrative records, policies, and 
documents, to which the individuals have, or the general public 
has access, of health care facilities; and 

(iv) access to and, on request, copies of all licensing. 
certification, and data reporting records maintained by the State 
or Federal government with respect to health care providers. 
(D) protect the identity of any complainant or other individual 

with respect to whom the Program maintains files or records; 
(E) ensure that no individual or organization performing 

functions of the HCOP has -
(i) a direct involvement in the licensing, certification, or 

accreditation of a health care facility, a health care plan, or a 
provider of a health care plan, or a provider of a health care 
service; 

(ii) does not have a direct ownership or investment 
interest in a health care facility, a health care plan, or a health 
care service; 

(iii) is not employed by, or participating in the 
management of, a health care service, facility, or plan; and 

(iv) does not receive, or have the right to receive, directly 
or indirectly, remuneration (in cash or in kind) under 
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compensation arrangement with an owner or operator of a health 
care service, facility or plan. 
(F) establish and implement minimum qualifications and training 

requirements for personnel, including volunteers; 
(G) promote optimal coordination between the HCOP and other 

citizens advocacy organizations, legal assistance providers serving low
income persons. the State Long-Term Care Ombudsman Program. and 
protection and advocacy systems for individuals with disabilities 
established under -

(i) part A of the Developmental Disabilities Assistance 
and Bill of Rights Act (42 USC 6001 et. seq.); 

(ii) the Protection and Advocacy for Mentally III 
Individuals Act of 1986 (42 USC 10801 et. seq.); and 

(iii) the Americans with Disabilities Act. 
(6) DESIGNATION OF LOCAL OMBUDSMAN ENTITIES AND 

REPRESENTATIVES. -
(A) DESIGNATION. -- In carrying out the duties of the Office, 

the Ombudsman may designate entities. as a local Ombudsman entities, 
and may designate employees to represent the entities. 

(B) ELIGIBILITY FOR DESIGNATION. -- Entities eligible to 
be designated as local Ombudsman entities, and individuals eligible to be 
designated as representatives of such entities, shall -

(i) have demonstrated capability to carry out the 
responsibilities of the Office; 

(ii) be free from conflicts of interest; 
(iii) in the case of the entities, be public or non-profit 

private entities; and 
(iv) meet such additional requirements as the Ombudsman 

may specify. 
(7) CONSULTATION. -- In planning and operating the program, the 

HCOP shall conduct annual public hearings to get the views of the general public and 
providers of health care. 

(8) ANNUAL REPORT. -- The Secretary shall mandate the collection of 
information and prepare an annual report -

(A) describing the activities carried out by the HCOPs in the year 
for which the report is prepared; 

(B) containing and analyzing the data collected by the HCOPs; 
(C) evaluating the problems experienced by, and the complaints 

made by or on behalf of, individuals; 
(D) containing reconunendations for protecting the health, 

safety. welfare, and rights of individuals with respect to their health 
care; 

(E) analyzing the success of the program and barriers that 
prevent the optimal operation of the program; and 
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(F) providing policy, regulatory. and legislative recommendation 
to solve identified problems. 
(9) Analyze, comment on, and monitor the development and 

implementation of Federal, State, and local laws, regulations, and other government 
policies and actions that pertain to health care facilities and services, and to the health, 
safety, welfare, and rights of individuals, in the State, and recommend any changes in 
such laws, regulations, and policies as the Office determines to be appropriate; 

(10) Provide such information as the office determines to be necessary to 
public and private agencies, legislators and other persons, regarding -

(A) the problems and concerns of individuals; and 
(B) recommendations related to the problems and concerns. 

(11) LIABILITY. -- No representative of HCOPs shall be liable under 
State or Federal law for the good faith performance of official duties. 

(12) FUNDING.-- The National Health Board will provide funding for 
the HCOPs by assessing each health care premium an amount to be determined by the 
National Health Board. The Secretary shall provide the necessary funding to carry out 
this Section prior to the Board's funding of this Section. 

(13) Nothing in this Section shall be construed to limit the rights of 
individuals to use the grievance and appeals processes in this Act. 
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HEALTH PROFESSIONAL LICENSING BOARD PROVISIONS 

Purpose - It is the purpose of the Congress in this Section to help the states 
protect the public health and safety by instructing the Secretary of Health and Human 
Services to award grants-in-aid to health professional licensing boards that conform to 
the criteria set forth in this title and the implementing regulations promulgated by the 
Secretary. 

Section One -- To be eligible for a grant, a health professional licensing board 
shall fIle a plan (certifIed by the Governor) with the Secretary showing how the board 
will meet the following criteria: 

1. Composition of licensing boards 

At least 51 % of the members of the licensing board shall be "public" or 
"consumer" members. 

2. Funding 

One hundred percent (100 %) of the fees paid by licensees to obtain and renew 
their licenses shall be dedicated exclusively to fInance the operation of the board 
that issues their licenses. 

3. Complaint/Report prioritization and Case Management 

The Board must follow a complaint prioritization system that gives the highest 
priority to allegations of substandard care and that sets reasonable time limits 
(to be detennined by the Secretary) for the investigation of high priority 
complaints and reports. The board's procedures must ensure that no complaint 
will be dismissed by the staff without the approval of the board. 

4. Timely. Open Disciplinary Proceedings 

Disciplinary proceedings shall be completed within a reasonable time frame (to 
be detennined by the Secretary) and shall be conducted in the Sunshine. All 
voluntary settlements must be approved by the board, in open session. 

5. Dissemination of Disciplinary Action Reports 

At the time the board determines there is probable cause that a licensee has 
violated the licensure statue, this information shall become public, including the 
name of the licensee, the nature of the alleged violation, and the date of the 



~ . 

public hearing. All final board actions shall be widely publicized, including the 
name of the licensee, the nature of the violation, and the nature of the 
disciplinary action. Boards in professions included in the National Practitioner 
Data Bank shall report to and query the NPDB as a routine part of the 
investigative and disciplinary process. 

6. Publication and Dissemination of Annual Report 

An annual report containing operating statistics and other reasonable 

infonnation documenting board perfonnance (to be determined by the Secretary) 

shall be made available at no cost to the public at large. 


7. Prohibition on Unjustified Restrictions 

No professional licensing board may, through mandate, board rules and 
regulations, or otherwise, restrict the practice of any class of health 
professionals beyond what is justified by the skills and training of such 
professionals. 
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DETAILED SPECIFICATIONS 

• Structure • Each health plan wo~ld offer two benefit packages, a basic package and a standard 
package. 

• Employers would be required to pay 80% of the ave~age premium for the basic 
benefit package. Employers could pay more (toward the standard package or for 
supplemental benefits). 

• Families would be required to have at least the basic package. 

· All families, including families working for exempt employers, could cboose either 
package. Families would pay the difference between the basic and standard package 
(without subsidies, although employers may contribute) . 

• BeneOt package; phase-in Two benefit pacKages, a standard package and a basic package. Basic package phases-up 
to standard package over five years.' . 

Standard 
• HSA benefit package (with 5% reduction) . 

. ~ FFS and HMO packages as in HSA, with 5% red.uction as in Energy and 
Commerce Staff Draft. 

Basic package (still under development): 
• [20%j1 lower value than standard package. 

~ FFS package with higher (e.g., $1500 - $2000) hospital deducible and 
higher (e.g., 25%) coinsurance; reduce value of other benefits through higher 
cost sharing or limits. Preserve preventive care (either with minor copayments 
or .put in the wrap package for children). 
~ HMO package would closely resemble FFS package, with copayments rather 
than coinsurance. 

• Federal deficit reduction targets would be incorporated into law. Annual reviews 
would be conducted to determine if targets ·met. Benefit expansjon would occur pnly if 
deficit reduction target is mel. 

~ Deficit reduction target would be $50-100 B over ten years (assume lower 
targets in.early years). 

Issues: 
· With two different levels of benefits, adverse selection against the standard benefit 

package is a danger. Risk adjustment across the packages could increase the cost of the 
basic package (Jim is working on this). 

1 Three scenarios should be tested, with the' value of the basic package 10%,15% .and 20% less than the standard package. 



• Employer Payments Firms with more than 20 employees: 

• Employers generally would be required to pay 80% of tbe average per worker 
premium for the basic benefit package. 

• Employer payment for each worker would be capped at the lower of 80% of 
the average per worker premium or a specified percentage of tbe worker's 
wages (Scenario A scbedule). 
• Large firms (over 1000 thresbold) would be eligible for subsidies based on . 
the average per worker premium for community- rat.ed employers in tbe area. 

· Exempt employers would not be required to provide .coverage. 
• Exempt employers witb fewer tban 10 workers pay 1% of payroll. 
• Exempt employers with 11 t920 workers pay 2% of payroll. 

· Employers with 20 or fewer employees that choose to cover tbeir workers are treated 
as above. 

· The exemptio~ would be eliminated ~f specified percentages of the population are not 
covered by specified dates: . 

. • 90% of currently uninsured working families' must be insured by 1998; 
• 95% of currently uninsured working families must be insured by 2000. 

Self-employed people: 
· OPTION 1. Self-employed people wUh employees are treated as employees of 

themselves and are eligible for exemption. Self-employed 'people without employees pay 
as under the HSA (e.g., self-employed with working spouses make payments that are 
applied io reduce federal subsidies). 

• OPTION 2. All self-employed people are eligible for exemption. 



• Employer Payments 
(Continued) 

Per worker premiums: 

The per worker premium calculation would be based on the employer contributions for 
the basic package; employer contributions above the amount required (including any 
payment toward the difference between the basic package and the standard package) 
would be considered to offset family payment responsibility. 

Firms with fewer than 20 employee that choose to provide coverage are counted in per 
worker premium calculation . 

• Family Payments Families working for nonexempt firms (including exempt firms that choose !Q provide 
coverage): 

· Families pay 20% of the average premium for the basic package. 

· Low':'income families are capped at a percentage of income for the family share for 
the basic package. (Scenario A subsidies). 

Families working for exempt employers: 
· Families working for exempt employers pay th'e entire premium (a per worker 

employer share and a family share) for ,the basic package. 

· Families working for exempt ell,lployers are capped at a percentage of income for the 
entire premium . 

• The cap ranges from 4-6% (Kennedy schedule for exempt workers). 
. , 

Nonworking families: 
· Nonworkers pay toward the employer share as under Scenario A. 

Families choosing standard package: 
· Families choosing the standard package are responsible for the full difference between 

the basic and standard packages. 

· No subsidies apply to the difference. 

Special rules for dual earners: 
• Families with a worker in an exempt firm and a worker in a nonexempt firm are 

treated as a family working for a nonexempt firm. 



• Subsidies Federal costs for subsidies are capped as under the HSA. 

Employers: 
· Employer payments for an employee for the basic plan are capped at 2.8% to 12% of 

the employee's wages. (The Scenario A subsidy schedule applies.) 

• Caps apply to all employers. For experience rated employer, payments are subsidized 
only up to the level of required employer contributions for the basic plan in the 
appropriate community rating area. 

Families: 
· Family payments for the family share of the basic plan are capped at 3.9% of income. 

(The Scenario A subsidy schedule applies.) 

· Families working for exempt employers are capped at 4-6% of income for the entire 
premium obligation (Kennedy schedule for exempt workers) .. 

· Payments for nonworking families for the employer share are based on nonwage 
income and are capped as under the Scenario A approach. 

· Special subsidies for cost-sharing are provided for low-income families during the 
benefit phase-in period. 

~ Low incoine families enroll in HMOs (if available). For those under 
poverty, the difference between the standard HMO cost-sharing and the basic 
HMO cost-sharing is fully subsidized. For those with incomes 'below 150% 
[200%?] of poverrty a portion of the difference would be subsidized (on a 
sliding scale basis). 

~ If no HMO is available, low-income families would be subsidized to the 
same extent in a non-HMO plan. 

Self-employed: 

· OPTION 1. Self-employed people without employees pay as under Scenario A (e.g., 
self-employed without employees capped at small employer schedule). 

• OPTION 2. All self-employed people are treated as exempt workers unless they 
employ more than 20 workers in their firm. 



• Community rating tbresbold Finns with 1000 or fewer employees are part of community rated pools . 
· Large firms cannot elect to be community rated. 

· Taft-Hartley trusts and rural electric and telephone cooperatives can elect to be 
experience rated; 

· State and local governments are community-rated-employers. 

· All experience rated employers (including state and local governments) pay a 1 % of 
payroll surcharge. 

• Cost containment · Constrain initial premiums (as under:HSA) and growth rates as follows: 
~ OPTION 1. HSA growth rates. 
~ OPTION 2. Managed competition growth rates through 1998, HSA growth 
rates thereafter. 

> 
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GENERAL DESCRIPI10N . 
(Continued). 

Families: 
• Families working for nonexempt employers pay the difference between the 80% of the 

average premium for tbe basic package and the premium of the plan tbey choose. 

• Families working for exempt employers pay the entire premium. 

• Families choosing the standard package are responsible for the full difference between 
the two packages. 

• Low-income families are capped ata percentage of income for tbe family share for 
the basic package. 

· Families working for exempt employers are capped at percentage of income for the 
entire premium for the basic package .. 

· Special subsidies toward cost-sharing are provided ·for low-income families doring 
the phase-in period. 

Cost Containment: 
• Reverse trigger approach. 

Subsidies: 
· Federal subsidy costs are capped as in HSA 

Community Rating: 
• The threshold for community rating is reduced to firms with 1000 or fewer employees. 

• Firms above the threshold would pay a payroll surcharge of 1%. 



PRELIMINARY DRAFT. 

May 16, 1994 (10:51am) 


GENERAL DESCRIPTION Benellt Paekage: 
· To reduce the costs of the mandate to employers in the first few years, two benefit 

packages, a basic package and a standard package, would be defined. The basic package 
would be [20%J less than the standard package. Employer payment requirements would 
be based on the basic package. . 

• Over a 5-year period, if federal saving are achieved, the value of the basic package 
would be phased-up to the value of the standard package. 

t Savings would be assessed annually before benefits are expanded. 

Firms witb more tban 20 employees: . 
• Employers would be required to pay, 80% of the average premium for the basic 

benefit package. . 

• Employers payments would be capped at a specified percentage of e.ach worker's 
wage. Smaller firms would receive more generous subsidies. 

• All firms would be eligible for subsidies. 

Finns witb 20 or rewer employees ("exempt employers"): 
• Exempt employers would not be required to provide coverage. 

• Exempt employers with fewer than '10 workers pay 1% of payroll. 

, . Exempt employers with 11 to 20 workers pay 2% of payroll. 

• Employers with 20 or fewer employees that choose to cover their workers pay 80% of 
the average premium for the basic package and are eligible for subsidies. 

• The exemption would be eliminated if 90% of·currently uninsured workers are not 
insured;by 1998 and 95% insured by 2000. 

Tax treatment: 
-Tax treatment of employer contributions is the same as iii the HSA 

Maintenance of Effort: 
OPTION, require employers that currently contribute more than the cost of the basic 

package to maintain effort (modelling should assume MOE). 



ses eligible form' ion working families a tax cut and making 90% of small busin 
d d, we now are projected by the OECD to have the lowest defici 

. 0 ' national income of any major economy in the world. 

ep sed the Family and Medical Leave Act, which was grldlocked f, r seven years, 
the Brad "I, gridlocked for seven yearS, the crime bill gridlocked for five y SIS, and must"/ 
most rec t1 the assault weapon ban. We are making history on trade with N A, by 
breaking passe on GAIT and tlu;ough a new export strategy. 

~. ~ 
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is e after issue we have stood together, worked together and toge er acted to 
change e ca. Fifteen million families -- making up almost SO million peo Ie with an 
earned in . tax. credit. HlJndreds of thousands of children now immunized because we 
passed im unization bill. Hundreds of communities' are developing compre ensive 
blueprint fo] economic revival because you passed the Empowerment Zones ill. Tens of 
thousand f ~ ung people are touching millions of peoples' lives tluough Nati nal Service 

n the best days of the Peace Corp; 100,000 police officers on t e street making 
ommunities safer places to live. [Goals 2000, new school-to-w rk bill, more 
, a full funding path for WIC program, a new defense conversio initiative 
ogy Reinvestment Program, college loan reform] 

PRESIDENTIAt REMARKS FOR HOUSE CAUCUS 

May 2.5, 1994 


the last election, we told the American people ~hat if they ele 

a Democratic Congress, we would break the gridlock and put 0 


ide of working families. We told them, give us a chance and we will be 
you, responsible to you and accountable to you. ' 

c have and we should be damn proud of it 

we started our unified mission over a year ago, the deficit had en climbing 
we had a stop and start, slow job growth economy and a legacy of gridlock and 
e very national problems that required urgent and compelling ae ion. 

er we have charted a new course. On' issue ,afte~ issue we have ought off 
d back the special interest, and reversed the legacy of supply-s de economics. 

tion we must ask ourselves is the same question we will ask the American 
vember: do we want to go back to gridlock and supply-sido, arc we willing 

.ng together tOI .move fOJjWard in realizing the values that define ur party and 

here should forget what we have accomplished together. We c e in, and with 
a single Republican, passed an economic plan that cut the defici nearly in half. 
honest disagreements we have among ourselves, we should be roud that we 

deficit reduction in a fair way that still allowed our recovery to 
assed cu(over_300 programs. It raised income taxes only on tb 

67431;# 2 

Draft 

d a Democratic 
r govenunent 



~ SENT BY:Xerox Telecopier 7020 5-25-94 The White House~ 67431;# 3 

tions will make a difference in millions of people lives. And 0 actions in 
deficit. lowering trade barriers and raising confidence in our teo omy is already 
trenc!:. 

first 15 1l10nth~ of this new era of Democrats governing togethe , our economy 
best record of private sector job creation in history. We1ve cr ted more jobs 
a year than were crealed in the previous four years combined, dover 92% 

. have created have been in the private sector. Indeed, we have created almost 
re private sector jobs per month than were created during the p 
. , Nearly nine times more. 

xt Friday, when I'm in Europe commemorating the 50th Annjv sary of D
e, we are likely to mark the creation of 3 million jobs in the fir t third of this 

ahead of our' goal of 8 million jobs in, four years~ Over half of t ese jobs are 
ill, high paid jobs. Yes,too many of the other new jobs are te porary and 
health care. Yet, that is why our work is far from done. We hav to do mare to 
d .better jobs and to ensure that our people are equipped to pros er in ~he new 
y. 

s why it is so vital that we not only pass GAIT but that we als pass a new 
t act that empowers our people who do suffer dislocation to mo e as fast as 
ew job, a good job with secure wages. ,These are top economic priorities of 

all know that the greatest thing we can do for the American pc pIe to give 
than by passins,healthtrefonn and doing it this year. I want to rst 
u in the important work you1ve accomplished so far. Never in he history of 
has the consideration ,oircal health care reform --including u 'versa! 
vanced as far as you have taken it in recent weeks, and I feel nfident we 

oser to our ultimate goal. 

gress you are making is finally answering America's call to acti n that has 
for too long. You in' this room have fought for years to bring this issue to 

ow we stand poised to translate our collective best efforts into r aI, sustainable 
for American health care.. We have engaged in more than a ye and a half of 

sian on this issue: from town hall meetings to the halls of Capitol. 
twists and turns along the way -- there are no doubt more a cad -- but we 

ving closer to our goal: passage of major health care reform 1 gislaUon this 
different this time? This time there's no turning back: the Am lean people 
ir voices and said "Do it carefully, do it right. But this time, fi ish the job." 

we need to get this done this year? Because the American pea Ie expect and 
e do it. Because they wHl not -- and should nQt -- tolerate grl lock on an 

2 
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ects each and every family, each and every business, each and eery doctor and 
because we as Democrats have a special obligation to see this ffort through. 

security is something that defines who we are as Democrats - it is something 
Democrats have always fought fOI a better: life for working cricans, and for 

.......,.'1l~t that encourages work as the means to personal security. Our ealth care plan 
is simple, democratic idea. If 9 out of 10 people with private i surance get it in 
) and eight out of ten people without health insurance have som body in their 
orks, and you want the system to be as private as possible, wou dn't the best 
y that everyone is guaranteed coverage through the workplace, d that small 
d low income families get special help to make insurance affor bIe? Shouldn't 
some responsibility to make things as fair and affordable as po sible? . 

r;<>IlJ;Ulue to believe that we have a' responsibility as lawmakers to wo k together 
without to party and bring security to American families. I continue t hope that this 
body wi! fa' ion a bi-partisan solution to the,health care crisis. But I also ant to reiterate 
what 1s . dmy State of tbe Union address: ' 
pttk:all~~~llSUDUlWtlU~U~mc~ I know there are those who say 1 t's not stand so 

et's accept universal access in the place of universal coverage. let's just start 
urance reforms and come back at this next year. We shouldn't 0 that, and we 
do that. We'wiU rievdr get the deficit under control, never get ealth care 

r control, and never provide true security to hardworking Ameri families' 
se some order on this system, and bring everyone into it. 

letter last week from a little boy from my home state of AIkan s who has 
s no insurance. He told me we'd brought his family hopei now c have to 
Ip. He's right I look forward to working closely with you thro ghoutthe 

summer .' mer out a plan that is acceptable to all of us in this room, and opefully some 
of your lie gues from the other side of the aisle. I'm confident that workin together, we 
can bon thi little boy's families" and the other families who are counting on s, the help and 
security t ey eserve. 

I, . 
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'Bniud i'ratr.n ~rm1[r 

The Ha'norable Brsldna B. Elovlea 

Administratoll' ., .... 

Cm~ll ~u~inG~a Admir.i~t~Qtion 
40) Third etree~, O,W, 
Wa~hinqton, D.C. 20.1G 

Dellr E:rskine, 7.', 
AI; the d!l!bat.e on he!t.lt:h care evolves, :t am becoming conc'erne,c:l...., 

wldl Lhe:: !luLiceablc diaCCll"l.llCcticlll bctY/(i;;c:n the: t)1.l:llinc:~~ cc;mun\ln!jiy, ~fia 
Lhe: SIlI<111 l.uslm::l!ll!! AUII,.lH.itoLl.C1L.ivu 18BA\ va 1.11<:: l!::II::,l.I.c Y! hC<lIL..k~.LcJ\ 
Wbii", 'ttl.. cti",mbtli y( CVl\\m.m:~ ... t.he Nat.ional !lederat.ion of ~ ,,' ~ 
Tnilp.~df'!:nt: 'Bll.sincsl!lc.lS lHl"IDI. dllJ tlevcl:<illl.:a\.lOucil.l DU,I,veytl h~Y9:~::\ 
indicar:.l:!d t.;h<tl LiLis l.JU,'!!d.ll"'l!>:!S (.:<)llllIItlIl11.,t th .·,,,;"'~wh..lllllj'..;,ly t:1l Jl.r('''''....r·lu ,r.£, 
'l:'.h~ r.l 1nr.on !!:i!zalt:h Sc:curity Act. L.'h~ SEll. OO'1~;i.r.\oIe6 r;.Q P.-OfTI"::t,c. t.b... 
I.' fnr,rHl ,11,,11 'iI~ hl'lUlI:'£iL'L1Jl\l 1S1II..Il !J:,lI"lm::,':H:lCI:>. I lJr:lle.. c I..hib 
el')ntl,II:l.1.0" naG>.d.sI to be addxe'Hied. ' 

", I, ~ml1,D. ?:m$l1,""'to:l:"';:: iir", (~nnr.p.rn~11 l~lHtI'. 1'.1Ik 1":11 nUm plottu. It 
passc:c5, 10'111 1mpl')t:lP.O an p.mp'loyR"" mandatB on smaIl huaineiiS!:lI:l, forci1L<;I 
many of tlJ~nt Lt.>. '~losli! th<&lr d001'S r.)r layoff eml?1oYf;\f!!S , Thp. 
htlslne,99 C'='1I'I1II1.'TIlr.y 1111'11 ,.:ar"'c r'"~r rhl. mllnt1llrp. ..,11' TP'!iill'r. 1n r.I'1H 
loss of at least 850,000 joba in !!he !!int, tull. YM'" 1')1' 
implemlilntati'.ln.' How """1 th.;o .'OkA .... ,.!\mr·Jltr. ,;:p,-h ~ " .. tI';d;{r"r1nO 
m~~to~ , 

lo>QCOnd..iy. i:l: thi;: hill will havs ,SUCh ~ 1ol9V9l'q. al.'lt1l?rSI? q,1'.fll!r:''C 
on the economy, 1 mUSIt que~-tion how the l!1e<\!!:llre can hen..,fit • 
bu.ainE.>sa. :r \.ImJ 1el :alJl'r.<:.i. .. t.1iI you:.:, t.lloughtso on r:.biil lODS term 
dilemma. 

I?in:ally, I WOUld like to r"'CllllVe, ~T\y m;;t,...-r:1 ;II, t.1\~ .!>R.h 11;1 I1l;1tn9' 
to o~,pl:2:i.n 01' ondorce the Clinton health oar9 hj..I.!. Aa a mQlII.bor 0: 
the S",n.il.t.r!l:· Small :Business Committee, I am particularly concerned 
wit;h t.he 1IIil::c1011o of ..he Slilli. ~n4 WQulCl. lU~Q 'I:¢ I'Q"lQW t.hl0 m:l.1:~I'U.l. 
bato::"a the £lenate considers the F1l 1995 approp~:i.;;e:&.ona. 

Your prcmpt. ;,o::u:idcr::1tion Qt ,thic raquact ic graae.1y 

Ilpprech.tcd. 


~. 
, I':lI.ul O.~~l' 
~1ftatee Senator 
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i, 
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TrIA fiOnnT~hlji) 1oI:'t1.1l ('I)'I1eretell 
Uni~ed States Senate 
l01 RU~Qoll Bu11d1nq 
Washington,,:DC 2051() 

!)cI:U: iSendtVl: ,CU"I!lLJt!!ll: 

Mnny thftnks tor your le~~e£ concQrning thQ aQba~~ on h~al~h 
r:..r4lll. T ;;,rjrp.>4 TJlt:h you 'ena~ 'eftoro iQ probably no 11101"0 1mportal'lt 
issue. faeing 'the small bUElincm:: ot)lllllJunit:.r than neolth care.' 
Evorywhora I havo ,onet. ie io the fir~t qu~~tion thQt our omcll 
b):.lsinc~G oUliitc)lII.erlii uak U8, dnd there .t~ little wander why_ 

To,,;].OoV I !>lUall' Lu::sillt!!:SSI:;!)2 d,tE;! exper1enc.:1ng annual increases .In 
~bu'c~wt uf heal~ care or 20~ to so~ ~p.~,year. t~all business~s 
today P1'tY :l'lt l!I(lr~ fnr Tnq ~il1Il9 ftoal"l:.I'I caro c()Vora9Q that ~:i.9 
I'msin"llOsees pay. And gm31l buainel;llOlee CSl:'e not only eXperienoing 
thillia i\JcyrocKo.ll:.ln'J i.n.oreacoc in the coa1: of hea.lth <:al:'e, b'l.lt 
unfor'tuP11ltoly the only oovc:, .. qe tho.t lI(lny :JIIlQll w:line""e$ can 
affol-d too;:.;, Is prett·" ~oor. Kl.'lny sllIall bUaine$$es today can only 
llfford to buy "b~rQ bone:;;" GOVC.t.'ulolc or !.:o"c::rcl<~e thl'lt_, h"s I';1lr.h 1'1 

huge deduct 1bl.., t.ht'lL. lL Iomly C(JV!:L'S <::at.Hiltroph 1,-:! c::lV'!lnt:l;\_ 

~H¥nn~ ~~1~ ~n1nt. it 1~ not: on~y tAO _y.yroc~o~~n9 ~ncroaCQC 
:I,n 'the cost of health all:!:'a and. ,the PQor oO'/er-a9c that :rue,all 
bwi:in"s:t>l"'" <:ice able to buy tC~:ly I· s:mall bueineseee arc :sloo 
Uhl.quoly cul'>jcot:cd to ever-j Qbu.~c: in the heo.lth Cdl:i:, sy:.tell! -
e .....erything from oecup<1ltiQn l-edlining to \;I~~:J.u.li.l.ona for pre-exi6tinq 
conQition~. 

In a.dditIon, thp. playinG field tOl' SllIall busJ.nEOli.S:Q5I ilO:n't 
leveL sm;:gl1 hll~'nt:>c:c:po:: ct"n't' haUQ a .bQhQfitc dop::..rtnlQnt., 1lI~ WEI 
don't h~vo anyone' to negotiate TJith the insurance campanie& on our 
h~hIilH. w~ ..'r" thoulO .. n41i: of inoffioiQnt buyero ou'!: t:hcl:"e I tl:"vinq 
to n09'oti~ta ....ith the biq in::;14:'Qfl¥e OOlll'PUllic~. And :51nce we don't 
have ~ bcnetita deptLrtllent, we have to ta.ke time a.Wd"j £::O.lll UUL' 

...o.lued eu=tQl!\e.r:! rmd frQllI 11laIldl,J'.i.1I1,,1 VLI.l lJU:!>ll11!!lSS!:!lS j lll:il. t.n t:rl' tn 
negotiate semie kind or: l'Qiu.umlblli:l pri{;!'\' tot: nealt',n care cov~rag'e. 

Tn l'It"!I"I1:r:il:ln, 'teday 11: you arQ llIelt-empl.oyod, you 3~e only 
e,ll9'ihle io::- a 25% ded.uction for hc~1 t:h C''tC'" costs I whereas 
Qvaryono Ql~O 1e oliqi~lo tor lOO~. Th~t/~ not fal1-,
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~9na~or Paul Coverdell 
Page 1'wo 

Beyond' Ulat. pC'l;,nt" small bu,.inIi;551i1S1, arQ (lKper1aneln9' 
extJ.ClulUlll<tr·.v InL":TI!'l!\"'4>~ in 'tftO I:!O~t Of' lJorkol:'c' oompen:3.-:ltion 
,i:m;url!nce. The: p~ilaa:ry c:u.Lprit here ic:: the! '1II~,dl';ul cost of 
wnTkp.T~,' r:nlnt'li>:m;:a'tion, lJl.IiCh Ie growing ::11: :1n o~tll:Q.orciinorY' r~te. 

Based en the above, I think you woul.:l aqreo; tlJdL !;lic,n:. .is 
ovary rO:1loon for :l1II~11 bu.:sine.:l2i to IJu I.aJU\)CLIIIIl:U t1Uuul. hl:!i:tlth r;<tre. 

~our let~or indl..cptel5 that you b@11AVA TJII"t. t.h", p,.",,,, i.r.'I"!'n-r' C; 

plan will U!iI!iul L In the losS ol at. H~:II~T: ti!>r), 000 JOhe l.n tbe fir~t 
.[ull year of 1mplAlIIent,ation. You alSio SltatQ th.. t the bill. will 
have ,It s",v",rl;lly at!tVGrco <lIffact on tho oconomy. oth(;.l:' eh'J)ert::e 
t:.1mp.1y don I t:: agree with your ao!;oo::.:memt. . 

he tho aRO ooneluded in it::!! re.pal.-t. t'he,CllJILulI lJl"lJl ·..,uuld not: 
si9n~ fic;'1.ntly slow th.e economy or :r:c:tiult. in the. lo:.1!'i of. jobs. The 
aBO ·oay., that the; Pre:;idt:uL':. j.l1.I1I' ",oull1 hfO!np1"lT' s::m;;t 1 11?J:', firm" '!:na't 
typically pay lIIuch lli'd1u:!r premi\llT\>: -r.l\an lar~er fil:'m:..I1:: goes on 
to eay LlJ~t. thi R lev~1l1ng. ot -c:oa:l: wl.u b<:mefit all t:lllall 
UU!S i II....,. !'OjO 110 • not' just: '!:tlOlO:'OI tna:t pt'Qvici.o incuranoo t,oaQY. In 

, ;=J((di tlon, a Oltudy .t'rom tne Economic 1'olicy Inst i.tute prediet:s that 
thlil pliln '11111 oro;;l,to mor~ than 359,000 IIlanufllcturinq ;u1l., (J'Ir:;s; the 
next decade 11M the l!bItploye:1!! Benefit RIl''!IS!lIcu:cli lll:;;'t.i.tute prQll1c'Cs 
th'-lt the president.'1i propoti<:1J, could create as many .0115 660,000 jobs
OVCl.:cll. . 

In point of f"'c:~, in iI"'!.1Aii, whlire thQy bil.VQ h~d.a:n omployor 
m~ndat:e s1nce :1~·J4. 'l;,n~ unemploymont rate has cropped to one of ,the 
lOllP.l!lt. in the nation. small bualne&&: orck~tion Me :t-emained hi91:1, 
;ont1, lflOCt i1l1portantly, th.o r~iny do.y funa that:: ~IU! ,:,et v.p t.o hel., 
tbQ :amallest bucinca;:>c:li pro·.r:i.d.e: :intlourance has only'been t;d!,llJldd fIve 
timec in this entire nineteen Y<i':<ll' pc.r::lod. And f.i.Tl~lly. 'While 
Hi)w;::.ii rank" near the tup ur Lilt'! ,:,Lilr...", in tfl4> r,:'.ost: .Of 11v1ng. itc 
ave:t-age healtil Im.ur-am:p. premium 1s near the bottom. 

In your lc'ttQr, you a.!.so ack for me to send you ony material 
tha.t 58A i~ using to Cllplllil'l 1;'1:" endorse the Clinton heal Lh care 
pJ.an. '!'ho only informat.ion. that I KllUlII U[ Ulc1l Wf,! t:lrl:l ~~ltrrElntlY 
ueil:'l9 i::i Q work$he.t which allow~ wl:i.llleeliilee : .. 0 oaloulate t.T1'I1lt', 

'thair (;:0151:5 wOuld be ull?t:r the Clinton healtn On.,.A 'C')"''', r.nmI'i'lr",rt 
t.o "hat theil- 6t1.::.L::. aL'e IIUW. Tnis 1n!OrmaT.IOn 'I.lIU: prEiviously sent 
to your oU'i"e ..nd ! bel1ev~ T "ec",iv@d 6 "thank you" 19tt"r' fr<'>ln 
}'vu, for send1nq soo1"1. r;j m ",nr.I.""Is1ntj a eopy of thilll work£hoot ,.,it.h 
l:.h.Ls lQt;t.er'. 
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Senator r~ul CaverQ~ll 
Pnc:re 'l'hree 

T "ppreciate your lett:E!r i1nd loi,.c. iorwaro co callCi,ng Wi'l:Fl YOll 
1." tn", ~ays a.bQC\.d. \IIl~n QVQry DO=~ wiSh, 
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STATEMENT OF TIlE PROBLEM 

• In a system baSed on voluntary purchase of insurance along with guaranteed issue, 
it is possible that the risk pool of insured will deteriorate: that the healthy will be 
more likely than they are today to be uninsured, and that premiums for those who are 
insured will increase. This would be undesirable and we would want to protect 
against this scenario. 

IS IT LIKELY THAT TIlE MANY OF TIlE HEALTHY WILL DROP INSURANCE? 
(answer: It depends on what assumptions one makes about employer maintenance of 
effort.) 

• If the subsidy schedule and tax treatment is such that it is reasonable to 
assume that most current employer effort will be 'maintained, then significant 
deterioration' of the risk pool over a three Wfive year time period is probably not 
a serious concerQ. The current non"':group market is relatively small (approximately 
7% of the under-65 popUlation). Some of those who purchase non-group coverage 
might drop it as a result 'of movement towards community rating and guaranteed issue. 
However, if the community rating pool is broad -- e.g., community rating up to 1,000 
(or even 100) -- the effects on the overall composition of the risk pool should be 
relatively small.1 

• However, if the subsidies are generous enough that significant numbers of 
employers would be expected to drop coverage, provide a wage increase, and allow 
their employees to choose whether or not to purchase insurance, then the numbers of 
people potentially purchasing in the non-group market would increase. In this 
scenario, we might expect the pool of insured persons to deteriorate over time as the 

. healthy chose to exit. 

HOW COULD WE MEASURE WHETIlER TIlE RISK POOL OF INSURED IS 
DETERIORATING? 

• If the average age of insured perso,ns is increasing, then we could assume 
deterioration in the risk pool. Assuming we had some data system which indicated 
whether or not each individual (or a sample of people) are insured, we could measure 
whether the average age of insured persons increases during the pre-trigger time 

1 From the vantage point of individuals, 'relatively small' might mean a premium increase 
of 2%-5% (e.g.). That is, premium increas,es of this order of magnitude would be hard for 
the individual to distinguish from background noise. However, in later discussions on how 
premium caps could be implemented in a system with voluntary enrollment, fluctuations of 
this order of magnitude would be relevant and would require adjustments in the premium cap 
fonnula. 
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period. A similar data system will be required in order to detennine whether or not to 
'pull the trigger' . 

• Average age is an extremely weak proxy for measuring the deterioration of 
the risk pool. With the appropriate age rating, there might be no change in 
average age among the insured, but it could still be the case that the relatively 
healthy (at any given age) are exiting the pool of the insured. 

lit However, there are probably no other good choices for obtaining reliable and 
timely measurement of whether the risk pool is deteriorating? 

IF 1HE RISK POOL IS DETERIORATING, WHAT POLICY RESPONSES ARE 
POSSIBLE? ' 

• If we find that the pool of insured persons is aging, then we would want to protect 
the insured against the increased premiums that would result. 

• We could provide this protection, in theory, by providing an outside funding source 
which would allow health plans to reduce the premiums they charge to the insured. 
For exmaple, to the extent we detennined that deterioration of the risk pool was 
raising premiums for the insured, we might assess employers not providing health 
insurance. 

• This money could be used to 'buy down' premiums for the insured. The simples 
method would be to make a per capita' payme~t to all health plans for each person 
insured; this would reduce premiums to the insured to compensate for a deteriorating 
risk pool. Alternatively, the outside funding source could pe used to provide 
reinsurance for very high cost cases -- e.g., for the 1.6% of households with 

2 Assuming we could get the data, we could examine the percent of insured persons with 
expense above some level -- e.g., $10,000 or $30,000. Then if the percentage of the insured 
with high expenditures increases from year to year, we could assume that the risk poOl 
deteriorated. However, there would be a number of complications with such an approach. 
From NMES data, 8.1% of the' under-65 health insurance units have expenditures over 
$10,000 per year. If the healthiest 5% of the currently insured chooses not purchase 
insurance, the 8.1% would increase to 8.5% .. Differentiating an increase of this magnitude 
from the background effects of general medical care inflation, measurement error, white 
noise, and changed incentives for reporting would be extremely difficult (and even worse if 
we were trying to do this at a state-by-state level). Alternatively, we ~uld add some ' 
questions to the CPS on self-reported health status to attempt to track deterioration in the risk 
pool of the insured. While this might give us some indication of the direction of change, it 
would not be sufficient to allow measurement of the effect of any such changes on average 
premIUm. 
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expenditures above $30,000 per year that account for 20.3% of expenditures. 

• This outside funding source could be raised, for example, by an assessment on those 
employers who do not provide health insurance. As the number of people insured 
increased, both the need for the assessment and the revenue from it would decline in 
tandem. ' 

• It is not likely, however, that we will be able to do a good job of measuring the 
extent to which the risk pool is deteriorating or ,the effect of such changes on the 
average premium paid by the insured. 

MANDATORY REINSURANCE FOR HIGH COST CASES 

• The HSA specifies that prospective and retrospective 'risk adjustment' should be 
used to assure that plans with a disproportionate number of high cost cases should not . 
be disadvantaged as a result. . 

• A risk adjustmeJ;lt system, including, potentially, retrospective reinsurance for high . 
cost cases, would be required ina system without universal coverage as well. In fact, 
the stress placed on the risk adjustment system will be ,greater when people are 
choosing whether or not to be insured than ina system of mandatory insurance .. 

• However, a reinsurance system for high cost cases is neither necessary nor 
sufficient to deal with the potential problem of deterioration of the risk pool. If the 
healthy exit the insurance system, the premiums for .the remaining insured will 
increase. Providing reinsurance for high cost cases (funded by an .outside source) will 

, protect against part of the effect on premium, but most of the effect will not be 
accounted for by such a mechanism} , 

,3 If the healthy exit the insurance market, the insured will have a higher proportion of. 
'high cost cases' than previously. A reinsurance mechanism could protect against the effect of 
this: on premiums. However, there 'Will also be a higher proportion of 'fairly high cost cases" 
and of 'somewhat high cost cases'; we have no good way of protecting against these effects. 
Unless we are thinking of reinsuring' mOre than 20% of expenditures, at least' 80% of the 
effect of a deteriorating risk ~l would not be compensated for by a reinsurance mechanism. 
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SUMMARY 

• If the. structure of subsidies and the 'tax treatment of employer provided and 
individually purchased insurance is such' that it is reasonable to assume that most 
employers will maintain effort, then we do not need to worry much about deterioration 
of the risk pool and its effects on premiums paid by the insured. . 

• If significant numbers of employers are likely to drop effort, then deterioration of 
the risk pool may be a problem. However, in this case we are unlikely to be able to 
do a good job of either measuring the magnitude of the effect, or of adjusting for it. 

• Setting up a national reinsurance mechanism for high cost cases will not resolve the 
major problems that would be created if the risk pool does deteriorate. 

• When considering how to implement premium caps in a system with voluntary 
enrollment, careful attention must be paid to th~ effects of changes in the composition 
of the risk pool on the level of premium increase that should be allowed. 
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IABSAGIO, MEDICARE 19'5 

H.R. 6675 passed House Ways and Means Committee on March 29, 1965 
Vote 11 .:... 8; 

o 	 All Democrats supporting and all Republicans (Battin,
Betts, Broyhill, Byrnes, Collier, Curtis, Schneebell, and 
utt) opposing. 

On floor~ bill passed by a vote of 313-115: 

o One Republican changed his vote - Schneebel1. 

Conference Report #682 filed July 26, 19651 floor action July 27, 
1965; Rollcall vote 203 - yeas 3071 nays 116; not voting 11. 

o 	 On the final passage, 3 Republicans from Ways and Means 
voted yea - Broyhill, Byrnes, and Schneebeli. 

H.R. 6675 passed the Senate Finance Committee on June 30, 1965; We 
have not been able to get the committee vote however, we do know 
that the Committee composition was 11 0 / 6 R (Bennett, Carlson, 
Curtis, Morton, Dirksen, Williams); 

On floor, bill passed by vote of 68-21: 11 not voting. 

o 	 One Republican voted yea - Carlson; in addition, Dirksen 
did not vote. 

On passage of the Conference Report floor action July 28, 1965: 
Rolloall! vote 201 - yeas 70; nays 24~ not voting 6. 

o 	 There were no oross over votes from the prior floor 
passaqe, however, Curtis and Dirksen did not vote. 

Date 	of .enactment July 30 I 1965; P. L. 89-97. 



~ S~T BY:Xerox Te Iecopier 7021 6-23-94 9: 40AM 	 94567431;# 3 

lAQSAGE OF SOCIAL SECURITY 1935 

H.R. 	 7260 passed House Ways and Means Committee on AprilS, 1935 
(House report #615) without amendment. The bill was passed on a 
partyline vote of 17-7 

Passed House on April 19, 1935 

o 	 Roll call vote #57; 372 yeas; 33 nays; 2 present: 25 not 
voting. Five of the seven Ways and Means Republicans 
Bwitched their votes and supported the passage of the 
bill. One maintained his nay vote: and one member voted 
present. 

Conferen'ce report final action August 8, 1935 by voice 

H.R. 	 7260 passed senate Finance Committee, May 13, 1935 
(Senate report #628) 

o 	 The Archives does not have the minutes from the Finance 
committee therefore, we are unable to obtain the vote 
breakdown. 

Passed the Senate on June 15, 1935 by a vote of 77 yeas; 6 nays; 12 
not voting. 

o 	 Since the committee vote is unavailable we don't know if 
there were any vote changes. 

Co'nference report August 12, 1935; voice 

Date 	of enactment August 14, 19351 P.L. 74-271. 
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UNDERLINED PARTS ARE NEW 

I want to thank the Center for National Policy for providing me with this opportunity 

to speak to you today, The Center for National Policy has been an important focal point for 

debate on a broad spectrum of issues affecting our nation. You have made important 

,contributions to these issues and have directly affected the course not only of debates but of 

decisions and actions. 

It is therefore appropriate that we discuss today an issue that will certainly affect 

every citizen and taxpayer in this country -- health care reform. Today, I want to talk to you 

about health, reform and focus not so much on the delivery of health care but rather on what 

the President believes, and what I believe, is an absolutely essential element of reform, and 

that is controlling the skyrocketing costs 'of our health care system. 

The President was elected in 1992 on his promise to focus on fundamental changes in 

the nation's economy, in our government, and in the lives of America's families. That he 

has done. Working with the Congress, he has put in place an economic plan that has 

reduced budget deficits and increased investment in long-term economic growth and in the 

education, skills, and well-being of our workers and our children. He has implemented a 

trade policy :that is already increasing exports and creating new opportunities and jobs 

throughout this country. He has signed into law the Family Leave Act, Goals 2000 

education reforms, a historic national service program, and reforms in Head Start and other 

1 




education programs. Last week, the President proposed a strong, measured reform plan to 
I 

turn the nation's outdated and, in so many ways, counterproductive welfare system into a 

i 
plan for work and responsibility. 

Fundamentally tied to all of these changes in government, in the economy, in the 

well-being of our families is the need to reform our health care system. There is a clear 
, 

consensus that the nation cannot sustain the inadequacies, the bureaucracy, the waste, or the 

costs of the : present system. Reform is essential to continuing deficit reduction, it is essential 

to our efforis to restore America's economic strength, and it is essential to the security, to 

the well-being, of every American family. 

As health care has been debated in the Congress and in the press, one of the issues 

that has aroused controversy is whether to effectively control health care costs, a key goal of 

the PresideQt's legislation. 

I 

Without real cost control, health costs will continue to consume an ever-growing 

I 

share of household, business, and government budgets, robbing national income that we need 

to save and invest now for a better future. 

Some argue that we should just rely on the word of those in the health care system to 

hold down costs. But as one observer has written, the health care system has become 

overbuilt, overused, and overpriced. How can we provide affordable health care for all 

Americans and not deal directly with costs? The answer is, we cannot. 

The United States devotes the highest proportion of GDP to health care of any 

industrializep country -- 14 percent -- yet insures the smallest percentage of its citizens. If 

current tren~s continue, by the end of the decade 14 percent will rise to 18 percent, yet some 
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38 million Americans will still have no health coverage. And government, businesses, and 

families, will continue to face rapidly rising costs, with no end in sight. 

How can we not control costs? How can we not? The American people want ieaI 

health care reform. But does anyone seriously think that they want the Congress to go 

through this process and end up not controlling costs? The reality is, the stakes in 

constraining national health spending are huge -- for families, for businesses, and for 

government. 

First, government. And for government, read the taxpayers, all of us. Last year, 

Congress and the President reversed the trend of rising budget deficits by making some very 

tough choices about spending and taxes. Even so, the reality is that without comprehensive 

health reform, deficits will rise again in the latter part of this decade. Why? Because there 

is one remaining area of the Federal budget that is out of control. It's not defense spending, 

and it's not foreign aid, and, if you leave out health, it's not social spending. It is health 

care. The Congressional Budget Office projects that without reform, they will rise by over 

ten percent for ten consecutive years -- obviously well beyond the rate of overall inflation. 

If you consider all of the spending increases expected over the next several years, 90 

percent come in three areas. Third is interest on the debt. Second is Social Security, largely 

because of a growing senior population, although the Social Security trust fund continues to 

run a substantial surplus. In first place, and easily leading the pack, is health costs, which 

make up more than 50 percent of anticipated spending increases. 

Of course, if deficits could keep up with that spending, then deficits would not grow, 

but even in a strong. growing economy. revenues simply will not keep up with the pace of 

health §Pending. 
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So controlling health costs is absolutely essential to maintaining the path of deficit 

reduction. 

It is equally essential to the nation's economy. Businesses face the same problem as 

government -- skyrocketing costs which take a greater share of profits and payroll, which 

force many to limit the insurance they provide their workers, and prevent all to many, as we 

know, from providing it at all. 

Perh~ps the best known is example is the automobile industry. Health costs for the 

Big Three automobile manufacturers average over $1,000 per car, placing them at a massive 

disadvantage to Japanese carmakers. Every product we manufacture, every service we 

provide, contains a growing health care tax premium. And that is true regardless of the size 

of the busi~ess. Small businesses today are charged an average of 35 percent more than 

large businesses for the same insurance. Whether large or small, businesses desperately need 

predictable, affordable health costs. 

And finally. families, particularly middle-class families, are finding it more and more 

difficult to ensure that they have adequate health care. First. just like government and 

businesses, . they are facing rising costs for insurance, for doctors' visits, for prescription 

drugs. In addition. though, efforts to control costs in today's marketplace result in families 

being denied insurance just when they need it most -- because of a serious illness or other 

long-term condition. 

So families today live with the knowledge that they are one serious illness or one job 

change awCJ.Y from losing their health insurance. And because protecting families is at the 

core of health care reform, one of the fundamental ways in which we need to protect them is 

not only to· guarantee coverage but to control skyrocketing costs. 
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If someone had sought to design the highest-cost system possible, they would have 

come up with our current system. There are few incentives today to control spending: the 

consumer bears only a fraction of costs; patients do not have the information they need to 

make meaningful choices; and most consumers must pay whatever providers charge. We 

need to change that market fundamentally. We need to create real competitive pressures and 
, 

then guarantee them with cost constraints. 

Our primary strategy for cost containment is private sector competition -- creating the 

right economic incentives to provide choices, bring costs in line, and encourage health plans 

to compete on price and qUality. This will slow down costs, but we also need to build some 

discipline and certainty into our system. It would be irresponsible not to back up health 

security with cost security. 

Indeed, what seems to get lost in the debate over specific cost-containment 

mechanisms is that we need to design a system that is inherently more cost conscious than 

the one we have today. We can debate forever about which specific cost containment 

mechanisms to use, but the fact is that most consumers, providers, and insurers do not now 

have adequate incentives to spend our health care dollars wisely -- and that is one market 

failure that health reform must correct. 

The PresidenCs plan gives most consumers more choice of plans than they have in 

today's system, where so many employers offer only one plan. And consumers will be 

provided with information about the plans from which they are choosing, in a form thsqr Can 

use to compare health plans -- which most people don't have today. Plans will provide a 

standard benefits package, so the system will allow consumers to make an apples-to-apples 
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comparison based on price. on Quality of care. on previous customer satisfaction. on 

experience. , 

And because the plan stresses responsibility by requiring consumers to pay a portion 

of their premiums, they will have a financial stake in choosing the lowest cost plan that 

meets their individual needs. And they will be given an annual opportunity to switch plans if 

their plan does not live up to their expectations. 

The plan also strengthens competition in health care by requiring providers and 

insurers to provide care to all who seek coverage, and to provide that care within a set 

premium. A key element of that is the choice of plans provided to consumers. Choice is 

essential to competition. To be competitive in the reformed health marketplace, providers 

will have to consider the cost-effectiveness of the care they give. And insurers will need to 

take a more active interest in monitoring the cost and quality of the care they are asked to 

pay for. This is how the President's plan uses the instruments of competition to squeeze 

excess costs out of the system. 

TheSe policies are the building blocks of incentive-based cost containment in a 

reformed health care system. But we need to build accountability into the system as well. 

So, In addition to encouraging real competition, the President's plan uses three additional 

protections' to control costs: short-term protection in the first year of reform; long-term 

protections; and protections to control budget deficits. 

Setting an accurate premium level in the first year is a critical step towards real cost 

containment. Today, millions of uninsured individuals cannot pay when they use the health 

care system. Doctors and hospitals set their fees -- and insurers set their premiums -- about 
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25% higher· for those who do pay to cover these uncompensated costs. That, of course, is 

one of the fundamental arguments in favor of universal coverage. 

With universal coverage, all Americans would be insured, so there would be virtually 

no uncompensated costs. Therefore, we need to set an appropriate premium ceiling in the 

first year of health reform; otherwise, the health industry will reap a huge windfall because 

they will effectively be paid twice for the uninsured -- once when the uninsured get insurance 

and pay their premiums and again when everyone else still gets charged more. This 

windfall, worth hundreds of billions of dollars to insurance companies over the next several 

years, would come straight out of our pockets.. 

The costs of the system are high enough. The health industry should not be pennitted 

to collect fees and premiums twice for the same care. To prevent that, setting an appropriate 

first-year premium is essential. 
, 

To provide the long-term protection that American businesses and families demand, 

the President's plan ties the future growth in health insurance premiums to a reasonable scale 

of increases. 

This protection makes sense. Limits on premium increases are preferable to direct 

Federal micro-management of health care costs -- for example, through a system of Federal 

price controls for specific procedures. The Federal government should not set prices for all 

of the tens; of thousands of private health transactions that take place every day. The 

President rejected that approach in favor of broad limits on the rate at which insurance 

companies: may raise premiums. The President's plan leaves it to those who know the 

system best -- health plans, doctors, and nurses -- to eliminate waste while improving the 

quality of care. 
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We believe that by reforming the way the health care market works -- permitting 

providers to compete efficiently and giving consumers the information they need to make 

prudent and cost-effective choices -- health care cost increaSes will be slowed. But if 

competition does not hold premium growth within reasonable targets, then premium caps will 

be triggered. 

Some argue that these limits are too stringent to maintain the high quality of care that 

Americans receive today. This is simply untrue. First, the ceilings allow for regional 

variations ~d demographic shifts. But more fundamentally, in 2004, even with these limits, 

the U.S. health industry would have revenues of $2.1 trillion. The average annual growth in 

national he3.Ith spending between 1996 and 2004 would be 7.3 percent per year instead of 8.4 

percent as now projected -- an important achievement but one that would more than allow the 

health sector to continue the high-quality care and medical advances which are the hallmark 

of our system. 

Finally, the President's plan assists small businesses and low-income families and 

individuals in paying their share of the cost of insurance. However, the President rejected 

the notion of creating another runaway entitlement program. Therefore, the plan sets a cap 

on total discounts. If costs rise beyond that level, Congress and the Administration must 

revisit the program and fix the problem. 

We are all too familiar with the problem of exploding entitlement programs, 

established without limits and coming back to haunt Congresses and Administrations. The 

cap on ag&regate subsidies is a backstop that we do not expect to use. But just as we are 

asking the 'private sector to control its health costs, we are also requiring the Federal 
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government to be held to a measurable standard of cost containment, and we are protecting 

the taxpayer as well as our commitment to deficit reduction. 

Regardless of the means, we need to put an end to the fantasy that we can reform the 

nation's health system and provide coverage to every American without containing health 

costs. And' conversely, we cannot hope to contain costs without universal coverage. The 

two are inextricably linked. All the experts agree that until all Americans are insured, 

billions of dollars will continue to be shifted onto those with insurance coverage. And 

without an approach requiring universal coverage, as CBO points out, it is the middle class -
, 

not the poor -- who largely end up without insurance. 

Likewise, without cost containment, middle class families will bear the largest burden 

of skyrocketing costs. 

Let me point out just how bizarre the debate over cost containment has become. 

When the Administration said that health care spending would rise to 19 percent of GDP by 

2004 without reform, everyone agreed with us that 19 percent was too high and that it would 

crowd out important investments in the economy. But when the Administration produced a 

plan to reduce health's share of GDP to 17 percent by 2004, some claimed ",e were leading 

the country down the road to rationing -- even though all of our industrial competitors spend 

less than 10 percent of their output on health today. 

If 10 percent is enough for other industrialized nations to provide universal health 

coverage, why should 17 percent and another $1 trillion-plus in health industry revenues 

mean rationing here? And if the uninsured are now receiving care -- even if it is expensive 

care -- why should giving them health coverage, much of which would prevent disease, drive 
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costs higher than they are today? The Administration should not have· to defend 17 percent. 

It is opponents of cost containment who have some explaining to do. 

If we enact health care reform that does not provide for universal coverage and 

control cost~ -- whether through the mechanisms proposed by the Administration or by some 

other means -- this effort will have failed. 

This is a debate that is taking place not only in the committee rooms and the 

chambers of the Congress but in newspapers, in meeting halls, and over kitchen tables 

throughout our country. For 16 years, I served as a member of Congress. And for 16 

years, the health care issue became a bigger and bigger problem. It was ignored until it 

became a crisis, as costs for families, businesses, and government spiraled out of control, as 

the number of uninsured Americans grew, and as more and more families came to fear the 

loss of their. insurance coverage. 

We saw a lot of suggestions, a lot of ideas, a lot of concepts proposed. We tried. 

But we failed. The truth is, until this President, nobody presented the kind of specific, 

comprehensive, responsible, detailed, paid-for plan that the Congress has been considering. 

As this great national debate has proceeded, we have been challenged on policy, as 

we expected, and there has been a strenuous and far-reaching discussion of how best to 

achieve the goal of comprehensive health care reform. The Administration does not pretend 

to possess divine wisdom on this issue. We have welcomed alternative proposals and views. 

But 80S the legislative process moves forward, let's make one thing clear. Let's be 

sure that as the various plans are considered, they meet the tests that we have sought to meet 

-- universal coverage, choice, cost containment. And let's try -- to the extent possible -- to 

be sure that the debate proceeds on the substance, not the politics and not the personalities. 
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The American people deserve that kind of debate because this is an issue that will direct!y 

affect every one of them every day of their lives. 

As you know, the legislative process is well under way. House and Senate 

Committees' are hard at work on their versions of health care reform. Cost containment is a 

critical element of their deliberations. We all know that the legislative process is sometimes 

not very pretty. We are in for a roller coaster ride with even steeper twists and turns than 

last year with the enactment of the President's economic plan. 

In the end, I am convinced that Congress will pass a plan that guarantees coverage for 

every American and that controls health costs. And that is absolutely essential to the future 

of our economy and our country. 

uuuuu 
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.. 94557431 P.02TO~. JUN-05-1994\ 13:11 FROM 000000000~00000 
! 

TO: . Chris Jennings 

FROM: David Nexon 

DATE: 6/5/94 

SUBJECT: Data .items we need (all for Chairman's mark), per our earlier 
conve'rsation 

1) Es~imates of overall impact of Chairman's mark on business by size. of 
firm, divided between those currently providing and not providing 
coverage. 

2) Estimates including 5,000 plus firms and payroll contribution for 
small exempt and large firms over 1,000 (earlier estimates did not 
include 5,000' plus firms and appeared to be for premiums only). 

3) Five year and year 2000 figures for the components of Title IX: 
Employer premium payments. household premium payments, Federal 
subsidy payments (we have five year. but not year 2000); Federal 
payments for C3:sh recipients; state payments, including moe and cash' 
recipients. For employers, ho~seholds. and states, we would like to be 

. .... I" 

able to; compare to baseline payments. . .'. . 
i 

4) Is ~obacco tax number ($32 billion) a 96-2000 figure or a 95-2000 . 
figure. If the former, what is the '95~2000 figure?I 

5) Budget impact of various'.cost-containment scenarios provided to Ken. 

6) Diff~rence between average premiums of 1,000 plus firms and all 
people in community-rated pool. How does what the 1000 plus firms 
would pay if they were paying community-rated premiums relate to the 
one per cent assessment? 
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JUN-05-1994 14:12 FROM 000000000000000 TO 94567431 P.01 

TO: CHRIS JENNINGS 

ANTHONY TASSI 

DATE: . 06/06/94 

SUBJ: : 

additional items:' 

1) 
assessment 

2) The number of firms and workers for each subsidy payroll cap (ie, 
how many workers are in firms paying 5.50/0 and how many firms are there) 

3) For the Bingaman Option, the number of firms, workers in the .' 
exemption -- and revenue broken down 'for the 1 % and ~/o assessment 014
the ex~mpt firms. 

Much thanks ....;. you can fax t~e info to me (224-3533) or telephone if you 
prefer ;(224-6366; -6064; - 5406 david's line) 

Additional Data Items Needed for Chairman's Mark 

After talking it over with David, it turns out we need a couple of 

The breakout of the revenue from the ~/o ~ssessment and 10/0/. 


