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NOTE TO JUDY FEDER AND JERB~ KLEPNER 

i 
Mike Hash of the House Ene~9Y & Commerce Committe staff has 
requested information on the, sources and uses ~f unds for 
graduate medical education and academic health ce ters for the 
Education & Labor and Ways & Means reported biils. Peter Budetti 
of the Senate Finance Comm:ilt;tee sta"ff has reques d similar 
information for the Labor & ,Human Resources and inance reported 
bills. 

The attached draft tables :present estimated fi,gu es for sources 
and uses for the respectiv¢;reported bills. The key'assumptions 
upon which ,the figures a~e based are listed fd~ ach table. 

These tables were developed: with the assistance 
Department's management andi: budget staff. 

If there are any questions regarding these table , please call 
Kate Rickard at 690-5824. 

" ' 
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Education 	and Labor Reported B'llI 

USES' OF FUNDS 2 

, 

'1996 1997 1998 2000 

Academic Health 

1~99 

'$4.1 b $4.2 b$3.8 b $4.8 b 
centers 

$4 '17 b 
, 

,$3.75 $6.0 $6 0 $6.0 

Medical 

Education 


Graduate Nurse 

$3.4Graduate 

$ .2$ .2 $ .2 

Education 


'Medical Schools 

$ .2 2$ 

$ . 0 


TOTAL 


$ .0$ .2 $ .2 0$ 

$7.6 b $10.4 b $11.0 b 
Calendar year outlays l.n bllll.ons 

$8.25 b . $1), 9 b 

, 

SOURCES OF FUNDS 

20001996 1997 1998 999 

$3.0 b .1 b $3.2 bMedicare 1MB) $2.9 b $2.9 b $3 

Medicare DME4 1.6 1.6 1.7 1.7 1.8 

l' 1/2% ofs 6.3 6.7 7.0 ~.4 7.8 
Private 
Premiums 

I I 

Total Sources $10.8 b $11.2 b $11. 7 b $ 2.2 b $12.8 b 
, 

Calenda.r year outlays l.n bl.lll.ons 

, . 

Sum& may not. ad.d. due to roundins· 

Amount.~ specified in reported bill. 

Reported bill specifies Medicare contributions equal to IMB payments a the 5.~ percent level. The 
figures here are cased on CSO projection~ of Medicare lME ~t the 5.2 p reent level a=Buming 9ro~th 
constrained. t.o the CPI. 

Reported. bill specifies Medicar~ DME contributions at B~~ level as un er current law. Figures here 
are bas~d or. current law ceO projections ~sBumin9 growth constrained t the CPl. 

R.eported bill specifies an addlt. ional source oS: fund!! trom an assessme t. on priVate premiu.ms. 
Figures here assume that basic ,benefit paCkage will ~e about the same ~$ under HS~, 'and t.hat t.he 
numbe" of people in private inBur"nce ;'!!I about: the SAme as I.lnder RSA. 

http:premiu.ms
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Senate Finance Reported BiRl 

\ Amounts specified in reported bill. 
, Reported bill specifies that in 1999' and 2000 eotal funds for Gradp,ate ~ed~cal Educa,ion ~ould ~e 

increasgd by the change in the national premiu~ target. Figuree h~re t ave been estimated using eso 
projections of the cpr·u for those year." ' 

.. 

, 
/j 

USES, OF FUNDS1 ;1 

I;,,, 
" " 

1996 1997 1998 1 99 2000 

Academic Health $ 6.3 b $ 7.2 b $ 8.2 b ~ 9,.4 b $10.6 b 
Centers H 1 

Graduate $ 3.2 i$ 3.6 $ 5.8 ~ ~. 02 $ 6.22 
Medical !I' , i Education ii 1 

" 

Graduate Nurse $ .2 :$ .2 $ .2 '$ .2 $ .2 
Education 

Medical Schools $ .2 :$ .3 $ ,,$ 
1 

$ .6.4 .5 

TOTAL $ 9.9 b $11.3 $14.6 
Ii 

$17.61;$1 .1 
Calendar year outlays'J.n bl. ll.ons 

Iii ,: 
I 

SOURCES OF FUNDS 
: 

., 
" 

1996 1997 1998 'i 999 2000:i 

Medicare IME) $ 4.2 b $ 4.6 b $ 5.0 b II $ :>.5 b $ 6.0 b 

Medicare DMEt 1.6 1.7 1.8 .I 1.9 2.1 

1 1/2% of 5.8 
I 

6.2 
I 

6.8, 6.4 7.2 
.l?riva'te : 

Premiumss 
I 

Total Sources $11.6 b ;$12.5 b $13.2 $ 4.2 b $15.3 
Calendar year outlays l.n 'blllJ.ons I 

I 
, I . ;; 

· Repo~ted b~ll specifies Medicare co~tributions equal to those und~t cu re'nt law at the 7.7 ,percent 
level. The figures here are b~$ed on curren, law CBO baseline prin€ct" 

· 
ons. 


Reported bill specifies Medicare co~tribution' at ,arne level u ur!~e:: 
 urrenc law. Th€ figures herc 
are based on current law coo baselii\e proj eC1: ions . " 1/ 

t on private premiums. 
F'ilJUres hereasswne thae the basiC: benetit lackage would be about 1,8. S~ 

• Report.ed bill epecifiet. an additional $ource of funds from an asselseme 
less expensive per capita

than under HSA. and ehat the number of peop e in private insurance wou d be about t.he same as under 
liS}\', 

~ ,...."'"=" -'t"'\("> .... f":)_J r,,:,..., 
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Labor & Human Resources Reporterct, ~ill1 
, 

USES ,OF FUNDS2 

; 

19971996 1998 1999 
, 

$7.25 bAcademic Health' $6.28 b $8.22 b $10.6 b 

Centers 


$9. ~. b 
.. 


Graduate 
 $3.55 $4.8 $5.8$3.2 $5.8., 
,Medical 

Education 
I 

$' .2$ • .2 $ • .2Graduate Nurse $ .2$: .2 
,,Education 


Medical Schools 
 .5 $ .6$ • .2 $ .4$: .3 ~ , I 

TOTAL $9.9 b $13.6 b .~$15 .9 b $17.2 b 
Calendar year outlays ~n b.llllOnS 

SOURCES OF FUNDS 

$J.1.3 b 

1997 2000 


Medicare 1ME) 


1996 1998 
I. 

.. 999 

;$3$3.0 b$2.9 b $2.9 b 1 b $3.2 b 


Medicare DME4 
 71.6 1.6 1.7 1.8 


1 1/2% ofs 


1 

7 4 7.8 

Private 

Premiums 


Total Sources' 

6.3 7.06:.7 

, $1 2.2 b$10.8 b $11.7 b $12.8 b 
, 

$1:1. 2 b 
:' 

Calendar year out ""ays ~n b~ll~ons " 

, 

, 
> SUms may not add due to rounding. : 

: 
, nmounts .pecified in rep~rted bill. 
, the 5.2 percent level. Tho 

figure~ here are'based on CDO projections of Medicare IH£ at the 5.2 pe 
Iteper.ted bill specifics Me<iicare contrib1.i!;l.ons equal to IME payments at 

cent level ,assuming growth 
:onstrained to the CPI. , 

. er cur.ent la~ . Figures h~re 
are baaed on current law ceo projectione:as~umin9 groweh constrained t( 
Reported bill ~pecities Medicare DME contribu~ion. at same level a8 unc 

~he CPI. 

t on private premiums . 
Figures here assume that basic benefit paekage ~ill be abo~t the ~me 

• Reported bill specifies an additional source of !und~ from as a$aeBSm~ 
a under HSA, and that the 

number of p:oplc 1n private insurance is about the same as under :.A. 
'. 

I 

, ~ 

r- ,....":) ,n,... , 
rr.:lJ '-'':''+-, 
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Ways & Me,ans Reported Bill 

USES OF FUNDS1 I 
I 
I 
p 

1996 1997 1998 :1999 2000 

Teaching 
Hospitals 

Medicare IME2. $4.2 b $4·2 b $6.2 b $5. ( b $5.5 b 

1% Private3 0.1 0.0 0.0 . .4 
Premiums 

TOTAL 4.3 4.2 6.2 1.6. ~ 5.9 
; 

Graduate 
Medical . i 

.Education 

Medicare DME" $1. 6 $1. 6 $2.7 $2. 9 $3.1 

1% PrivateS 1.3 2.0 2.1 ;1. 9 1.9 
Premiums ; I 
TOTAL6 

i I 

2.9 3.6 4.8 ; 4. 8 5.0 

Grad. Nurse Ed. $ 0 $: 0 $ 0 $ 0 $ 0 

Medical Scho.ols? $ . 05 $, .05 $ .05 $ 05 . $ .05 

TOTAL $7.3 b .$7.8 b $11.1 b ,,$1 .1 b $11.0 b 
Calendar year outlays l.n bl.lll.ons , 

I 
I 

" 

SOURCES OF FUNDS1 I', 

1996 1997 1998 ,999 2000 

Medicare IME 

Parts A & S8 $4.2 b $4~2 b $3.8 b $3 5 b $3.2 b 

Part c9 
I 

0 iO 2.4 I, 2 4 2.3 , 
I)TOTAL 4.2 4.2 6.2 5.9 5.5 

, I 
Medicare DME 

Parts A & alo . $1. 6 $L6 
I 

$1.7 $1.7 $1. 8 

Part c9 0 '0 1.0 1.2 1.3 

TOTAL 1 .. 6 1~6 2.7 ; 2.9 3.1 

1% of Privatell 1.5 2~0 2.2 .2 .3 2.4 
Premiums 

Total Sources $7.3 b $7.8 b $11.1 b $ 1.1 b $11. 0 b 
Calendar. year .outlays l.n bl.lll..ons 

I 

, 
, 

~~ -..., ""1""'\1"'" 
I. 

.....u":lo I t-?*"'" 
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. NOTl:tS 

1. 	 Sums may not add due to rounding. 

2. 	 Includes Medicare IME payments for Parts A, 8, 
consistent with reported bill. 

3. 	 consistent with reported b'ill, payments to Ite 
hospitals from the 1% prem,iums are equal t9' t 
after accounting for payments for direct grad
education and for medical schools. 

Includes Medicare DME payments for Parts A, B 
consistent with reported bill. 

5~ 	 Consistent with reported bill, payments'foli; g 
education from the 1% private premiums are i,eq
difference between the t'Otal payments for gra
education and Medicare OME payments. .. 

6. 	 Reported bill specifies that all payments (Me 
Medicare) for graduate medical education woul 
the Medicare DME methodology. Total GME pa 
estimated by adding Medicare payments to,npn 
payments which are assumed to be proport10pa 
Medicare share of total inpatient days. r 

. 	 I , 

7. 	 Amounts sp~cified in the reported bill. 

s. 	 Reported bill specifies Medicare contributio 

e 

payments at 7.7% in 1996 and 1997, 6.8% in 1 
1999 1 and 5.2% in 2000 and beyond. Figur~s 
on eso projections at these levels, assum+:ng 
constrained by the CPl. , I: 

9. 	 Reported bill specifies Medicare contributio 
Medicare Part C beneficiaries·. Figures hare 
will be 58 million people :in Part e in 1998, 
1999, and 72 million i~. the year 2000, and t 
for this population will be about. 40 percent
population in Parts A and :B . 

10. 	 . Reported bill specifies Medica~e DME consfi 
level as under current law. Flgures her~:a 
current law projections assuming growth ~9n 
CPl. 	 ' . 

11. 	 Reported bill specifies an,additional·sourc 
an assessment on private premiums. Caletida 

, here are based on preliminary fiscal year e 
Joint Tax Com:mittee. ! 

Ii,I
I; 
j' 

s 
98, 6.0% in 
ere are based 
growth 

s on behalf of 
assume there 
64.7 million in 
at utilization 
of that for the 

and C, 

ching 
e residual 
ate medical 

and C, 

aduate medical 
al to the 
uate medical 

icare and non-
be based on 

nts here are 
edicare 
to the non-

equal to 1ME 

utions at same 
based on cao 

trained by the 

of funds from 
year figures 

timates from the 



Possible Treatment of Medicqid Non-Cash Population in an Incremental Approach 

• 1996 -- Expand eligibility for 'Medicaid' to otherwise uninsured children and pregnant 
women below 185% of poverty. Full federal funding for incemental costs? 

, 
• 1997 -- Provide subsidies for enrollment in community rated plans for: 

, . 
AFDC 
Non-Cash Medicaid eligibles, with the potential exception of 'spend-down' cases (see 

below) , 

PROBIEMS AND SOLUTIONS 

Pre-exisiting condition exclusions: If ,we want to 'do no harm', then pre-existing condition 
exclusions must be waived for persons enrolling in community rated plans as a result of 
AFDC or non-cash Medicaid eligibility. If they are not waived, then many people who 
would receive coverage under current rules will lose access under reform. 

Guranteed Eligibility: Community rated plans and the providers in them will have an 
extremely difficult time providing service to enrollees unless there is a minimum period of 
eligibility guaranteed. Most states that' contract with managed care plans for AFDC recipients 
guarantee at least six months of eligibility; some guarantee one year. 

State-to-State Variation in Eligibility: If the low income subsidy program is fully federally 
funded (with a partial offset coming from Maintenance of Effort payments), then there will be 
strong pressure for uniform national eligibility. Current non-cash eligibility varies across 
states. One way of resolving this problem is to not have a fully federally funded program, 
but require states to share in the cost. 

Medicaid eligibility through Spend-Down: A relatively small number of non-aged, non
cash Medicaid recipients are eligible t~rough 'spend-down': that is, their income is above the 
threshold for Medicaid eligibility, but they incur large enough medical bills to 'spend down' .to 
eligibility. These persons are particularly difficult to enroll in private health plans. They 
become eligible for Medicaid exactly at the time they are sick, and they remain eligible only 
if they continue to incur medical bills.' If eligibility were guaranteed for a period of time 
(e.g., six months), and pre-existing condition exclusions were waived, then they could 
potentially be included in private health plans; a simpler procedure would be to retain them in 
a fee-for-service, self-insured progranl (e.g., current Medicaid or Medicare Part C). Most 
'spend down' cases are the aged in nu~ing homes; a small number are under-65. 

i ' 



MEDICARE OPTION • SAVINGS AND COSTS
OPTIOND • HCFA Revised ·7122194 21:37

Estimated CBO scoring 

All estimates are preliminary and unofficial· 


($ millions, by FY) 

{ 5-yrTotal 60yr Total 10-yr Total 


PROVISION ~~~~~~~~ 2004~1:1995-1999 1995-2000 1995-2004 

PART A - SavingsIRi!ceipts 

Hospital Update atMB-1.0 (1997·2000) o 0 -277 -1,OOS -1,918 -2,986 ;3,318 -3,798 -4,158 -4,554 ~:~: -3,200 ·6,186 -22,014 

DO NOT Reduce Indirect Med. Educ, Payments o 0 0 0 0 0 0 0 0 oll 0 o o 

Reduce Payments for Hospital Capital o -808 -977 -1,216 -1.598 -2,097 -2,163 -2,449 -2,651 -2,sn.~~~~ -4,599 -6,696 -16,831 

Phase DoWn DSH (20% reduction) o -112 -370 -1,006 -1,097 -1,196 -1,304 -1,422 -1,551 -1,692!:!: -2,585 -3,781 ·9,750 

Cash Lag During GME Funds Transfer o -61 -92 -191 -264 -336. -414 -499 -591 -691:!!i . -608 ·944 -3,139 

Ex~d OBRA93 SNF Update Freeze o -63 -150 -188 -204 -218 -233 -249 -266 -284!!:: -605 -823 -1,855 

Prohibit PPS Exemptions for New LTC Hosp' -20 -40 -70 -100 -130 -170 -220 -270 -320 -370:::: -360 -530 -1,710 

Part A Interactions o 0 26 134 228 336 408 449 495 573!!!i 388 724 2,649 

Extend HITax to All State/Local Employees '0 '-1,595 -1,590 -1,485 -1,470 -1,360 -1,340 -1,205 -1,055 -9OO~!!! -6,140 ·7,509 -12,000 

PART A-Costs . 


ojl:Medicare Dependent Hospitals (ends FY99) 40 SO 50 50 10 0 0 0 200 200 200 
Rural Transition Grants (authorization; non-add) 30 30 30 0 0 o~l 150 150 

Part A Sul1-total --2-0 -3,450 -5,007 -8,027 -10,097 -10,7901 -17,509 -25,536 ----;::-::;~ 

PART B - SavingslReeeipts 

Use Real GOP in MVPS for Physician Services o 0 -258 -803 -1,606 -2,477 -3,305 -4,206 -5,301 -6,589:::: -2,667 -5,144 -24,545 

Cut 1995 Physician Update (-3%; PC exempt) -252 -416 -458 -499 -540 -583 -629 -6BO -735 -794(1 -2,165 -2,748 -5,586 

Eliminate Formula Driven Overpayment -480 -1,012 -1,333 -1,760 -2,346 -3,181 -4,224 -5,480 -7JJ57 -9,086 !!~~ -6,931 ·10,112 -35,959 

Competitive Bidding for Lab Services -47 -236 -266 -298 -333 -373 -419 -471 -531 -599!~~! -1,180 ·1,553 -3,573 

Competitive Bidding for Oxygen/MRI/CT -31 -ISS -172 -189 . -206 -224 -244 -267 -292 -319~ -753 ·977 -2,099 

,LabCoinsurance(MD+OPD)~ ,. __ -411 ·687 -761 -866 -970 -1,086 -1,219 -1,358 -1,545 -1,744:~ -3,695 -4781 -10,647 
Prohibit Cenain Physician Self· Referrals -0' -6 ·0 0 0 0 0 ooo~!~: 0- , 0 o 

Resource-Based Practice Expenses for Phvsicians o 0 0 0 0 0 0 0 0 om: 0 o o 

Extend Part B Premium at 25% of Costs o 542 1,432 2,116 1,504 154 -1,368 -3,267 -5,589 -7,230 r 5,594 5,748 ·11,706 

Income-Related Part B Premium o -10 -1J30 -1,230 -1,660 -2,010 ·2,470 -3,030 ·3l00 -4,520:::: -4,630 ·6,640 -20,360 

PARTB - Costs 

Incentives for Physicians for Primary Care o 0 0 0 0 o' 0 0 oj.!1 0 
Prohibition on Balance Billing o 118 195 213 230 248 268 289 312 337 :::: 756 1,004 2,210° 

Payments to Eye/Ear Specialty Hospitals 2 3 3 0 0 0 0 0 0 oj:; 8 S 8 

Payments for MD Assistants/Nurse Practitioners ~ ~~ ~~~i1 480 2,470 


Part B Sul1-total -3,248 -5,717 -9,282 -18,090 -23,968 c29,964ll -15,183 -109,787 

PARTS A and B - Savings 
 j
10% Copayment for Home Health Services -104 -1,156 -1,375 -1,550 -1,674 -1,815 -1,969 -2,136 -2,317 -2,513::: -5,859 -7,674 ·16,609 

Home Health Capay - no 30 day window -52 -578 -688. -775 -837 -908 -985 -1,068 -1,159 -1,257i!i' -2,930 -3,838 -8,307 

Extend OBRA93 Medicare Secondary Payer o 0 0 0 -1,219 -1,788 -1,906 -2,131 -2,163 -2,303i::: -1,219 -3,007 ·11,510 

HMO Payment Improvements -30 -90 -165 -250 -350 ·400 ·440 -490 -540 -595i:l -885 ·1,285 ·3,350 

Reduce Routine Cost Limits for HHAs o 0 ·292 ·SSI ·669 -732 -BOO -876 -956 -1,049~j:: -1,512 -2,244 -5,925 

Expand Centers of Excellence o -100 ·110 -90 -80 -60 -30 -10 0 0,:; -380 ·440 -480 

PARTS A and B - Costs 

Repeal Medicare/Medicaid Data Bank 154 347 388 


Parts A and B Sul1-total -1,770 -2,283 -2,828 -4,829 -5,703 -6,130 -6,711 -7,135 

HCFA Proposed A,ddjljoDs !v21194l: 

Lower MSP threshold from 100 to 20 employees o 0 0 -176 -236 -303 -342 -266 -392 -412 ·715 ·2,135 

Extend ESRD Secondary Payer to 24 Months o -84 -119 ·127 -140 -154 -169 -186 -205 -470 ·624 -1,409 

Cut 1995 Phys Fee Update add'I·I%; incl. PC -100 -225 -240 -250 -240 ·250 ·250 -250 -255 -LOSS -1,305 -2,315 

increase DSH Phase-down from 20% to 33% ° -74 ·246 -669 -730 -795 -867 -946 -1,038 -1,719 ·2,514 -6,490 

HI Interaction o 2 720 22 24 26 28 31 51 75 194 

Correct MVPS Upward Bias (eff. FY95 MVPS) o -20 -210 -910 -1,880 -2,770 -3,600 -4,490 -U40 -3,020 -19,360 


MElJICARETOTAL, including HCFA Additions -1,428 ·6,633 -9,599 -12,393 -19,223 ·26,370 -32,386 .39,464 -47,549 -49,276 -75,646 -200,987 

* 
Possible Additions to Reach Savings Ial;ielli 

Reduce Payments to High-Cost Medical Staffs o 0 0 -524 ·B04 -763 ·820 -937 -971 -1,328 -2,091 ·5,771 

Coinsurance for independent Lab Services' ·273 -458 -527 -578 -646 -724 ·812 -926 -1,030 -2,482 -3,206 -7,136 


MEDICARE TOTAL, including all Additions -1,701 -7,091 -10,126 ·13,495 -20,673 -27,857 -34,018 -41,327 -49,500 -53,086 -80,943 ·263,894 

,'These proposals could be combined into one lab coinsurance proposal, as in the HSA and SFC Chairman's Mark, 
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OFFICE OF TAX ANALYSIS 
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TOBACCO REVENUE ESTIMATES t,~ 

07(21/94 Fiscal years 
Proposal 05:42PM 1995 1996 1997 1998 1999 2.000 2001 2002 2003 2004 1995-99 ~OOO-O4 1995-2004 

($ billions) 

, 

1 45-cent per pack increase in cigarette tax (elf. "1195) 


a equivalent increase in other tobacco taxes 	 5.3 7.2 7.2 7.1 7.1 7.0 7.0 6.9 6.9 6.S 33.9 ~4.7 68.6 
b proportionate increase in other tobacco taxes 4.9 6.B 6.7 6.7 6.6 6.6 6.5 6.5 6.4 6.4 31.7 32.4 i 64.1 
c 1/2 equivalent increase in other tobacco ta)(es 5.1 7.0 6.9 6.9 6.8 6.6 6.7 6.7 . 6.6 6.6 32.7 33.4 66.1 

2. 	 45-cent per pack inCf'ease in cigarette tax (ef1.111/95, W&M phase-in) 

a equivalent increase il other tobacco taxes 1.9 2.6 3.8 5.3 6.7 7.0 7.0 6.9 6.9 6.8 
 20.2 34.7 54.9 

:b proportionate increase in other tobacco taxes .t' 	 L8 2." 3.5 4.9 6.2 6.6 6.5 6.5 6.4 6.4 1B.8 32.4 51.3 
t 112 equivalent· increase in other ,tabac.c,o taxe~ [ 1.8 2.5 3.6 5.1 6.4 6.8 6.7 6.7 6.6 6.6 19.4 33.4 52.8 

" 	 . 
, .,. 

3 45-cent per pack increase in cigarette tax (eff. 111195) 
. . 

- - - -	
- - ,-~ 

75-cen' per pack increase in cigarette tax (eft. 11112000) 

a equivalent increase In other tobacco 'axes 5.3 7.2 7.2 7.1 7.1 9.7 10.6 10.7 10.6 10.5 
 33.9 52.3 86.2 
b proportionate increase in other tobacco taxes 4.9 6.8 6.7 6.7 6.6 9.2 102 10.' 10.0 9.9 31.7 49.5 81.2 
c 112 equivalent increase in other tobacco taxes 5.1 7.0 6.9 6.9 6.8 9.4 10.4 1004 10.3 10.2 50,132.7 83.3 

.',I 
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TOBACCO REVENUE ESTIMATES I:'
• 

i 
. Per-pound equIvalent increase in all Proportional increase in all tobacco 112 per·pound equivalent increase in 
tobacco laxes taxes all tobacco taxes 

($ billions) ($ billions) ($ billions) 

45-cent per pack increase 
(eff. ·111/95) 

Cigarettes 
Smokeless 

5-yr. estimate 10-Yr. estimate S-yr. estimate 10-Yr. estimate S-yr. estimate 10-Yr. estimate 

31.1 62.9 31.1 62.9 31.1 62.8 
2.1l 4.2 0.2 0.3 1.2 2.4

_.. ·0;9.- .. - - ~--- ..0;5. Other 0.7 
I 

--·1.5 0.4 - - - -0.8

TOTAL: 33.9 .,. 66.6 31.7 64.1 32.7 66.1 

45-cent per pack increase 
(etl. 111/95, W&M phase-in) 

Cigarettes 
Smokeless 
Other 

TOTAL: 

45-cent per pacl< increase (eff. t11/95) 
75-oonl per pack increase (eft 1/112000) 

CIgarettes 
Smokeless 
Other 

TOTAL: 

18.5 
1.3 
0.4

20.2 

31.1 
2.1 
0.7 

33.9 

50.3 
3.4 
12 

54.9 

79.4 
4.9 
1.8 

86.2 

t8.5 
0.1 
0.3 

18.8 

31.1 
0.2 
0.5 

31.7 

50.3 
0.3 
0.8 

51.3 

[ 
! 

I 

79.2 
0.8 
1.2 

81.2 

18.5 
0.7 
0.2 

19.4

31.1 
1.2 
0.4

32.7 

50.2 
1.9 
0.7 

52.8 

79.3 
3.0 
1.0 

. 63.3 



FUNDING 
SOURCE 

1995 , 1996 1995-1996 1997 

Tobacco 1.8 
, 

2.4 4.2 3.5 

Medicare 
revenue 
provisions 

0 1.9 1.9 3.1 

Medicare 
savings 

1.4-1.7 6.6-7.1 8 - 8.8 9.6
10.1 

Medicaid 
savings 

0 0 0 

TOTAL 3.2-3.5 10.9 - 11.4 14.1 - 14.9 

PROGRAMS 1995 1996 1997 

Self-
employment 
deduction 

0.1 ; 0.5 0.7 

Kids!PW 0 8-10 

Welfare 
work 

to 
, 

I 

Portabilit 
Y 

0 
: 
I 

: 

0 

: 

, 
, 

.., I 
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ALTERNATIVE MULTI .,..TIER TRIGGER OPTION--HEALTH REFORM 
. :. I 

I 

1996 (IF WE CAN, AFFO~D): 

• 

• 

• 

• 

1997 

• 

e 

• 

1999 

• 

• 

2000 

Cost Containment: 

Financing: 

, 	 " 

Phase :in unin~~red (for a year) kids into Medicaid (phased-out at 240% 
of po~erty)--donlt call it Medicaid. Range: Approximately $10-11 
billion to cov~r approximately 6 million children. 

, 	 I 

Add p~egnant :Wormen to above-mentioned policy costs. approximately 
$3 billion to c()ver about 800,000 women. 

, , 
, 	 I 

Welfare to WOrk expansion. Range: $4 billion to cover roughly 1.8 , 
million 

, 	

people,. 
t 


Implement the portability reform. 

! 	 1 

• 	
i 

Implement the, rest of insurance reforms. 

Require states; to, ~stablish purchasing co-ops (voluntary alliances) for 
all firms up t~ 500. 

I 

Risk ~djustmept payment from experienced rated self-insured firms. 

, 	 i 

Mandate all fitms 500 and above to cQver all employees (with a 50/50 
mandate), but :not their dependents. No individual mandate. 

• 
, 

Provide subsidies to individuals and firms under mandate. 
I, 

• 	
I 

Mandate all fitms under 500 to cover all employees, but not dependents. 
No individual 'mandate. 

\ 

Provide more generous subsidies to small business. , 	 , 

I 


Carve out for small business with some small assessment (1 or 2%)? 
, 	 I 

• 
, 

Mandate that ~ll individuals obtain coverage. 
I 

Mandate that ~ll firms not currently providing dependent coverage do • I 
so. I 

I, 	 , 

Trigge,r to pretnium cap for non-competitive areas 
, 	 i 

Tobacco tax 1 
I 	 ' 

Cafeteria plans' 

Medic~e cuts!and revenues 

Medicaid integration--non-cash issue? 


, 	 , , 

, 
r 
I . 
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T~E MITCHELL PLAN: 

Responding to the Concerns fo tbe American People 


Senator Mitchell's health care plan is a moderate and reasonable approach 
that will move this country to.ward universr:l health coverage in a defined time 
frame. And it does so witho~t a mandate or a government takeover of our 
health care system. It addresses the criticism of the Presidents plan by· 
building in a deliberate way on the best elements of our current system and 
targeting resources to maximize their impact in extending coverage as quickly 
as possible to those who currently lack protection. The Mitchell plan preserves 
the right for more businesses; to self insure, allowing their employees to 
continue with the pla!JS that are satisfied with today. It builds in extra 
protections for small businesses and working Americans to ensure that 
insurance is available. It strengthens coverage for seniors by including a 
prescription drug benefit under Medicare and establishing a new home and 
community based long-term 'care program. It is fiscally sound with built in 
protections for the federal budget. ' 

CUTS BUREAUCRACY AND REGULATION: 
I 

• 	 Replaces large mandatory government alliances with voluntary purchasing pools to 
help small businesses and individuals get affordable insurance coverage. 

• 	 Eliminates intrusive :government cost containment mechanism relying on more market-
oriented approach.' . 

MINIMIZES DISRUPTIQN TO CURRENT SYSTEM: 

• 	 All firms with more than 500 employees are allowed to self insure rather than firms 
with more than 5,000 employees under the President's plan. Many more firms that 
sponsor their own high-quality plans and are effective at controlling costs will have 

. the opportunity to continue to do so. 

• 	 Eliminating mandatory alliances . gives people and businesses more choices in how 
they purchase insurance coverage including the opportunity to stick with plans they are 
satisfied with today.,. 

\ . 
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PROVIDES EXTRA PROTECTION FOR SMALL BUSINESSES: 


• 	 By eliminating the employer mandate, the Mitchell bill addresses one of the major 
concerns about .the President's 'plan -- namely that such a mandate would hurt small . 
businesses imposing ~ financial burden thc;y could not handle and costing numerous 
jobs. 

• 	 It provides new targeted subsidies to help the most vulnerable small businesses afford 
private insurance cov'erage. 

• 	 Should voluntary efforts not achieve universal coverage, the fall-back trigger 
mechanism would exempt firms with fewer than 25 employees, protecting those 
businesses least able ,to handle the burden of providing insurance coverage to their 
workers. Even for those businesses with more than 25 employees, the Mitchell plan 
dramatically scales b~ck how much they would be asked to contribute. Under the 
plan, employers and employ<:es would split the cost of insurance evenly, a significant 
reduction from the 80/20 requirement of the President's plan. 

FISCALLY SOUND WITH ADDED PROTECTION TO THE FEDERAL BUDGET: 
, , 

• 	 The plan pays for itself through realistic savings to the Medicare and Medicaid 
programs, an assessment on high cost insurance plans and an increase in the tobacco 
tax by 45 cents per pack. 

I 

• 	 To provide ironclad protection to the federal budget, the plan provides a fail-safe 
mechanism to ensure that the cost of refoIll;l does not exceed the savings and revenues 
in hand. ' 

RELIES ON MARKET ORIENTED COST CONTAINMENT: 

• 	 Rather than an intrusive government sytem for controlling costs by regulating 
insurance premium increases, it fosters market forces and harnesses them to keep costs 
down. By placing an assessment on high cost plans, it encourages plans to lower their 
premiums ~nd emplqyers and individuals to choose more efficient, better priced plans. 



I 
<
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THE MITCHELL PLAN: 

Preserves the Best Elements of the President's Plan 


Senator MitcheWs plqn includes the elements that the American people want 
most out of health care reform. 'While. any o{these features were included in 
the President's plan, the Mitchell plan acomplishe.s these goals in a volunatry 
way, with less government involvement, building gradually but deliberately on 
our current system, with the least disruption possible. It provides affordable 
insurance for working families with security of coverage that can never be 
taken away. It. expands choices of doctors and insurance plans and ensures 
high -quality care. Finally, like the President's plan, it preserves and 
strenghten coverage for older Americans under Medicare. 

i' 

ACHIEVES PRESIDENT'S GOAL OF UNIVERSAL COVERAGE: . . , 

• 	 It ensures that all hard working American families have the insurance protection- that 
they' deserve. 

• ! 

PROVIDES PROTECTION TO THE MIDDLE CLASS: 

• 	 By capping household insurance expenses at 8% of income and providing targeted 
subsidies to middle class families, the Mitchell plan insures that insurance protection 
is within everyone's reach. 

REFORMS 'INSURANCE MARKET: 
. ,! 

• 	 The plan embraces the consensus insurance reforms th~t enjoy, overwhelming support 
in the Congress. It levels the playing field' for small businesses and indviduals by 

. community rating premiums for firms with, fewer than 500 employees and individuals. 

• 	 It eliminates abusive insurance company practices by guaranteeing issue and 
enrollment, eliminating preexisting condition exclusions and lifetime limits and open 
enrollement. 

• 	 It establishes voluntary purchasing pools to help small businesses and individuals 
negotiate rates only ~arge companies can get today: 
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ENSURES HIGH-QUALITY CARE: 


• 	 The core benefits package will' emphasize primary and preventive care to help keep 
people healthy not just treat them once they become sick. 

• 	 A portion of each premium will be earmarked for medical research to encourage the· 
technological advancements and improvements that have made American medicine the 
finest in the world. 

PRESERVES AND STRENGTHENS COVERAGE FOR SENIORS: 

• 	 The Medicare program is preserved and the benefits seniors enjoy today will be 
expanded to include coverage for outpatient prescription drugs. Starting in 1998, 
Medicare will cover the cost of prescription drugs w'lth a $500 deductible, 20% copay 
and a cap on out-of-pocket expenditures. 

• 	 In addition, the Mitchell plan establishes a new home and commuinty-based long
term care program to give older Americans and those with disabilities additional 
options for care. 
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SENAIE LEADERSHIP PROrOSAL 

QllE5TIONS AND COMMENTS 7fl5fJ4 


o 	 How woUld eoverage be defined for pUrpo3tC of'detennlning whether the 
trigger would be pulled? For, example, would everyone VtJith inCome below 
the pover:tY Icvcl.wwho wC)Uld be presumptively eligible--bo considered 
COV!rM even If they hadn't !ntOllM in I he~th plan? 

o 	 The t!me1hJ.me for imp1emen.tins the mandate iftne trigger wag pulled would 
be short How could the Wiuuuerure ch.a.ftges that would be necr!Ullry to 
s\lr11l<b from 6. volunL/UY to amandatory world be accomplished in ayear? . 

Mandate 

o 	 Bow would two..worker UmiliC;5 be treated in a mandate: .....·orld ......ithout 
compulsDry allilUl.cc,? To whom would mm-lri'll'Olling, employer, tDAkc 
pa.ymmtJ? ' 

Who wouid be respon;ible for CdJculatins the e:Kml-workcr adjustmc:nt8 for 
employer prctnhun payments? 

Q 	 Would lingle and two-parent fs.millel b~ pooled fOfPurposeS ofdeteriniDing 
the employer's ~are.....SJ in HSA7 ' 

D 	 As currently written; 'all employers would be eligible for sub5idi~ under the 
mandato. Is that correet? Would thole !Ubsidies be time-limited? 

o 	 Wlwt ue the provisfons for the IndJvJ.du!l m8.JldAte? 

o 	 It is possible thu.t workers CQuld get bigger mbsidJes In the mandate world 
thin non~workers. but th4t would depend on the interaction 'between 
employcr~' ~ntribuLioni and subsidies. (S= prmous memo.) , 

Medicsjd 

o 	 Would Medicaid continue to pay for emergency seNiees for illegal ~ens? .., e:). 

1 
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o Under the prnlX'w, states would have to make general mainten.a.nca of effort 
payments on behslfofoonoWh be:neficlariei. At written, all DSH pa.ymentsl 

'\ not just those at.tributable to noa-eash beneficiaries, would be included in 
thosepayme.nu. THhat.correa? l'\O. 01\1 <"£;oj! 'i~ 1)511 f>o.'iMel\~.!) 

. a\t(.'¢u'ro.\:I\e. h;, 1"\01'\- cc.s,"" bel'\c." ~ I..UO,') ld t::e 
\t\C,bJC ec. 

Medicm DNa Ben!ftt 

o 	 Mc:diQlIe benetlciariea wuuld havt tIle choice ofa reguJBtf'be-tbr-setYicc dru,e 
benefit or' 4 m~cd bcaCUl (PBM) for dru~ only. rh~ skimming 
opportunity for the PBM! could Ul(;reue the COgt or the drug benefit 
eOn.$iderably. IIow would Mcdiwc pay the PBM.? 

o 	 The prt)po&el doc, not iftclur:1¢ the additional rebate that is in the HSA. Was 
that intended? (Th; r~bate would proteot Medicate Against rapid growth in 
drug plice5 that manu.tl.Oturcn could usc to offset other rebatos. ) 
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TrIgger Proposal 

o 	 On January 15, 19?9, the Health Care Coverage Commission would determine 

whether the voluntary system has achieved 95 percent coverage. 


o 	 If the Commission determins that at least 95 percent of all Americans had health 

coverage, they would send recommendations to the Congress on how to, insure the ' 

remaining uninsured individuals. ' 


o 	 If coverage is below 95 percent, the Commission would send to Congless on 

Pebmary 15, 1999 one or more legislative proposals to achieve universal coverage. 


o 	 Such legislation would be referred to the relevant committee(s) and would be 

considered in both'the House and the Senate WIder the expedited process 

provided for in the Finance Committee bill. The legislation would be fully 

amendable and require the President's signature. ' 


" 0 	 In order for the legislation to be eligible for this expedited procedures, GAO 
would have to certify that the legislation would in fact achieve universal coverage 
in a deficit neutral manner. Prior to the bill being brought up on the Senate 
tIoor, prior to third readin&and prior to final passage bf the conference report, a 
60 vo~epoillt of order would lie against such.le~lation,'if it .does not have the 
GAO, certification. ' , 	 ' " ," 

o 	 If uniVersal CQveragelegislatfon-is not ena,ct~d by No"ember I, 1999, an employer 

man,datewould go ,into effeci: on Jimua:ry,I~2QOO.; ,." ", '. . . 


• ~ ~. A .~ 	 ., • "_, • , 

o 

o 

o 

'., . :.. { . 



ALTERNATIVE MULTI ..,..TIER TRIGGER OPTION--HEALTH REFORM 

1996 (IF WE CAN, AFFORD): 

• 	 Phase ;in uninsured (for a year) kids into Medicaid (phas,ed-'-out at 240% 
, of poverty)--don1t call it Medicaid. Range: Approximately $10-11 
billion to cover approximately 6 million children. 

• 	 Add pregnant wormen to above-mentioned policy costs approximately 
$3 billion to cover about 800,000 women. 

• 	 Welfare to work expansion. Range: $4 billion to cover roughly 1.8 
million people. 

• Imple~ent the portability reform. 

1997 Implement the rest of insurance reforms. • 
• 	 Require states to establish purchasing co-ops (voluntary alliances) for 

all firms up to 500. 

• . Risk adjustment payment from experienced rated self-insured firms. 

• 	 Mandat~ all firms 500 and above to cover all employees (with a 50/50 
mandat,e), but not their dependents. No individual mandate. 

• Provide subsidies to individuals and firms under mandate. 

1999 Mandate all fimis under 500 to cover all employees, but not dependents. • 
No individual mandate. 

• 	 Provide more generous subsidies to small business. 

• Carve out for small business with some small assessment (1 or 2%)? 

2000 Mandate that all indiv!duals obtain coverage. • 
• 	 Mandate that all firms not currently providing dependent coverage do 

so. 

Cost Containment: 	 Trigger to premium cap for non-competitive areas 

Financing: 	 Tobacco tax . 
Cafeter~a plans 
Medicare cuts and revenues 
Medicaid integration--non-cash issue? 



FUNDING 
SOURCE 

1995 1996 1995-1996 1997 

Tobacco 1.~ 2.4 4.2 3.5 

Medicare 
revenue 
provisions 

0 1.9 1.'9 3.1 

Medicare 
savings 

, 
1.4:-1.7 6.6-7.1 8 - 8.8 9.6

10.1 

Medicaid 
savings 

, 

0 0 0 

, 

TOTAL 3.2-3 .. 5 10.9 - 11.4 14.1 - 14.9 



-- -

~.-. 


Proposed Children's Vaccine Provision 

in Health Care Reform 


July 25, 1994 


General Requirements 

o Every family health insurance policy (including self
insured health plans) which is issued or renewed during 1995 will 
be required to include coverage for children's preventive health 
care. 

o During first policy year, family health plans would 
cover, at a minimum, without deductibles and coinsurance: 

-- Childh?~~immunizations, including administration 

'. ;> " -- wel~. ch~ld c/are (as~' defined by American Academy of 
/ ~edl~rlcs) 

j - • _.-:;:.... 

~. ~ ~_~o- During second policy year, family health plans would add 
,':::~ /--coverag~,{ /crr;inimum, for:

--'" prenatal care r. 	 -- delivery 

-- new born care


Q) 
Changes in VFC Program 

o The current VFC program would be modified in two major 
ways: 

Eligibility would be changed to remove any reference to 
the "underinsured" 

States ability to purchase additional vaccines at the 
CDC price for non-VFC children would be restricted. 

States' Ability to Purchase Additional Vaccine 

o Current 12 "universal purchase" States would be 
grandfathered. 

o Current 11 States that have indicated their intention to 
become universal p'urchase States (at CDC price) may do so only 
if: 

they purchase the three major vaccines for all 
additional children -- MMR, DPV, DTP 

they purchase vaccine during the current CDC contract 
negotiations for use beginning October I, 1994 



... ..:..:::" 

o No State (except New Hampshire) may establish a trust 
fund, or other similar dedicated funding source, for the purpose 
of seeking contributions from private insurance companies to 
allow the State to purchase additional vaccine 

o All States ;would be allowed to purchase vaccine under 
current "optional use" provision in CDC contracts 

Enforcement 

o Civil action to enforce insurance mandate may be brought 
by covered individuals, State Attorney General, the u.S. Attorney 
General, and the Secretary of Labor in the case of a self-insured 
plan. Civil money penalties are applicable. 

~ ~ Yo .')cf- D~~ C.CXy~JY (?rvJ 
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CBO 	 ON Senate Finance 

Y/we've been down this road before. 

~	 Apparently CBO will say that the Senate Finance bill, like other 
bills they have looked at, leaves 24 million uninsured, and has 
all the failur~s of other incremental approaches - 

-0 premiums will go up for those currently with insurance 
(Catholic Health Association/Lewin study) ; 

o working Americans will remain at risk of losing their 
health coverage when they lose a job, change a job or get 
sick; 

o insurance reforms will actually make things worse, 
increasing the number of uninsured, raising premiums, and 
government spending. 

CBO's analysis must confirm what they found with Cooper -- there 
is no way to achieve universal coverage without shared 
responsiblity. Non-universal plans actually make things worse 
for businesses and middle-class families. 

Remember back to Cooper. Everyone thought it was an easy 
solutiQn to health care problems, and instead, when it was held 
up to scrutiny, it had fatal problems. It had an enormous 
deficit of hndreds of billions; the tax cap clearly had violent 
opposition; and it had all the problems of non-universal 
solutions. 

Just like Cooper, you need to look carefully at CBO's analysis. 
Read the fine print -- like other non-universal bills this bill 
will make things worse for a lot of middle-class bills and small 
businesses. 

tvo ~ t?- J.rtl.,(/~
\ 
~"I~_J. ~.J-e vJ)~ 

~ 
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SENATE LEADERSHIP PROPOSAL 

QUESTIONS M"D COMMENTS 71lS/94 


Tri.aaer 

o 	 How would ~vera.ge be defined for purposes of determining whether the 
trigger would be pulled? For example, would everyone with income below 
the poverty level··who would be presumptively eligible--be considered 
covered even if they hadn't enrolled in a health plan? 

o 	 The timd'ame for implementing the mandate if the trigger was pulled would 
be short. How could the infrastrucrure changes that would he necessary to 
switch from a voluntary to a mandatory world be accomplished in a yes:t7 

Mandate. 

o 	 How would two~worker families be treated in a mandate world without 
compulsory nlliDonCCS? To whom would non-enrolling. employers ma.kc 
payments? 

. 0 	 Who would be responsible for calculating theextro.-workcr adjustments for 
employer premium payments? 

o 	 Would &ingle e..nd two-parent familiea be pooled for purposes of determining 
the employer's Mare-as in HSA'l ' 

o 	 AJ currently wrinen.. all employers would be eligible for subs.idies under the 
mandatc. Is that correct? WouJd those subsidies be time-limited? 

o 	 What are the prOvisions for the individual mandate? 

. 0 . It is possible thAt workers could get bigger subsidies In the mandate world 
than non~.workers. .but that would· depend on the interaction bctween 
employers' contributions IUld subsidies. (Sccprmous memo.) 

.. 
o .Would Medicaid continue to pay for emersen~y services for illegal aliens? 

1 




· /- ~5;NT SY:Xerox Teiecopier 7021 7-25-94 5:49PM: 	 46603:# 3 
p ~4 ~. '.' 

n 	 Under the proposal. states would have to make general maintenance ofeffort 
payments on behalfofnon-cash beneficiariu AJ written, all DSH payment., 
not jUlt those attributable to non-cash beneficiaries, would be included in 
those payments. Is that correct'? 

Medicare Drua..Beneftt 

o 	 Mcdi~ bieneilciaries wuuld haw the dloic;e of a regular fee-thr-service dru,e 
benefit or a managed benell' (PBM) fur diuil only. The skimming 
opportunity for the PBMa could increase lhe (;iUJt uf the drui benefit 
considerably. 'IIow would Medicarc pay the PBMs? 

o 	 The proposal docs not include the additional rebate that is in the HSA. Was 
that intended? (The rebate would protect MediW'c against rapid growth in 
drug prices that manufacturers could usc to offset other rebates. ) 

2 
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Public hospitals push 

universal health care 


, 
: national Union, 8aid requirinl8, BRUCE ALPE"T 

Wa.hi.np.on bU1'C1GU ' Rep. Billy 2"auzm,:~,:: : emplo~el'8 to prov,ide coverage ie 
!J L... I : the otUy fair way to ensure that 

WASHINGTON _ Passing "La. 8alla trMi' ",' : middle-clua workera wbo pay 
incremental health-care reform or: ment that'·,' ". tasea 80 that the poor can be COy

'th t 'I Id :gu .' . ered "are not left out." 
WI ou uruv~~ (overage COU fin'w'n"~al COUDJlltJIHI,'"',;~,',, ",be worae than doing nothing at IN VI 0 ..._ ...,.... K' "The (Republican), plan i8 re-

h~s;i~e~~t~::~}\~lh~:~~ .needed to save'publ~(: t:s: de~~g:=;:~i~b~
providers warned Monday. 	 hospi,uu~ ~: :::~;~.i":;i:f:' I are freeloadini off tbe current· 

th::! ~eth;!;~~;~;,c~~~i~ , . (ridU.~u~}~~7P!/:;,' :r:~~' :::!o};ir:z:k~~~;~~d 
cut the fed.ral Medicare program r~·.But Don;-rH{'rred"to~the cht.::-. McDonald'a," Sweeney laid. 
that provides health cove1'8~ for 108m of the l.lB.r, he wrote with "These are big profitable cor· 
the elderly to pay for reforma. I Sen, Robert Packwood, R-Ore.,· poration., wbose employee,' 
But those cut~ would be "cata- • all "the latHt "ffort by the ad- health-ean cotta art being paid
strophic" unleSIJ universal ('.over- minilltration ,;0 iocua on every- by other employen. tupayera 
age ie achieved, the pllOviden on'~'1! pJan b\lt their own. The through federal and state taxe., ' 
said.' ~oal of the D)le··Packwood plan and providers," , 

Perry Rigby. director of 11\ to preatrve what's beet about Meanwhile, Sen. John BreAUX, 
hea1th~care systeln3 at Louisiana our &yst~m for everyone, the old I)-La., tailed repor~8the Con·... 
State University Medical Center and the younl, and to fb the real gressional Budget Offic. ie about 
in New Orleans, said public bos- problems that ate out there." to relea8e '.u,boekinlly ,ood 
pitala luch al l.,Qui8iana', Charity Rep. Billy Tauzin. D-La., an new&." ODe report indieate& that 
Hospital system and academic ad·/ocat~. d fome .of the incre- a bill he support.a without 'em
medical facilities would continuem~ntal reformll criticized by the pIoyer niandateewould.provide 
to provide medical care lor thou· health.(ar~ pro\'ideM3, said the coverage' for 91 to ga percent or 
&and! ot uninsured poople if unj- 8q:umer.t that ulJiversal coverage Americana, and add a 1&81 than 
venal coverage i8 not achieved. it netd~1 t.o 8-1Ve public hospitals expected $17 billlon to the federal ' 

.	And they would be forced tu do i. "ridiculous." budget deficit.· . 
so with significantly less money· H~ aaid thll cuts in Medicare 
Crom Medic:a.re. i are beiug Pl'('posed t.o incre4at 

"Tbe pubBe hO$pita18 obvi· 11 the numbers of Americanl who 

ousl, care for the patients let\. qualify for heilth insurance, and 

out by' other facilities - a aatety for such new entitiemen1.8 8111 

net;"" and we feel it is impurtant . phllrmaceutit:,JI and lunl:"t~rrn 

that Co~ pruvide a funding care coverag~. The cute would 

stream for 8ucb facilitiea," Rigby nut. be n~ei; he said, it Con-

said at a Cupi~ol MW8 confer· ~rfM were to .Idopt a bill that re-
$lICe. lin pr!m8,:ly~on insurance 


Rigby pointed to 8 new 8t.udY- :reform!! - 8u.;h <II' an end to dis
releaied by Lew,1s-VHI. 8 health crimina'".io11 Elgainst J.luople with 

c:onaulU,ng firm, evaluating a pro- p~-elti&ting Conditione; 

pOBa! by Senate Republican Sen. Majorit.yLeader George

Leader Rob~rt Dole. The Dole M~tchent D-Mai!ne. is considering

propoaal would provide $Joo bil- putting oft'th~ preaident'& call for 

Hon in subsidies for the poore8t immediate I'efluirement8 that em

of Americans, bringing coverqe ployen; proviie inllurance to th~;r 

to some of the 3i million Amen- 'workers. and '~piACe the m8nd:tl.~ 

can8 without' it, but would faU with a s.erif'1l .)( eo-called trig,",. 

•bort of PMident Clinton'. golll Under ~ucil a.jJlan, empluyer 
ofuniveraal coverag1!. rnandat~ wO:Jld' take' effeCt only


It would paY for some of thoe , if insurance and other reform. 

subaidiu with Medicare cuts that. 
would reduce payment.a w hOI' 
pital, betw~n 100G and 2000 by had failed to achieve. the dealrtd 

$20 bUlion, the Lewis-VHI report . !evel of cover~e.. 

said. Faetorin& in the increaaed There 8180 hI talk that if man· 

revenue from people newly in- dates {Ire to be required the bur

8uredunder the Dole bill, the dtn on bU8ilitl588a should be 

plan would still end UP. costin« rf!duced. eli nton would require
hospitals about $14.5 billion, the tr.Jsinesaet t<J pay 80 percent oC
report said. ' . tJl~ cost, whi.e Mitchelil. conaid

In LouiSiana. th~ 1088 wf,uld be ering a 50·50 ll'Jil. 

$369 million, the report said. 
 Tauzin op)C1sea empluyer Ulan

Similar criticism of the Dole datE-I becaufle or concerns busi·pmposl:ll wa~ voked Monday by , ne6~es would reepond by layingLabor Secretary Robert Reich. 
. . . '" off workers.' ,,,.,. '. ,";", 

But John Sweeney, p'r~8id~nt 
of tbe 8ervi.::eEmpJo)'ee& Inter· " 

'. ~..,' 
.J/ .- ' 

'.' 

. ' j ., 
.', ! 

. " 
• 't, 

.', " 
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o 	 Would employers subsidies d~pc:nd on whether their workers had a.ccen to 
coverage through their spouses' employers? If so, how would that be 
monitored1 T~1) 

o 	 Would e:mploycrUhat c:urrc.rrJy pay into union sickness funds be classifted as 
.employers thu offer ooverage? ~. 

o 	 Are empJoyeI"i' subgldies a. fu.o~tion of their c:mployees' wa.ges or family 
incomes7 (The language in the ~roposd ill· ambiguous.) If'subsidies are a 
function of incomes, how wcu1d employers dete.rmine this? W~'Je!>, . 

o 	 SubsIdies would be lv&i1R.ble for firms expanding coverage. Does this meQJ1 
just the expa.ns.ioa:ofcoverage to ne<.:ll classes of'il{0rKer£? What about firms 
that previou&1y covered only individual pOlici!1that expanded coverage to 
fa.mlly polici;s7 'T&"D . 

. 0 Ifan employer eApand~ co'owage to previously uninsured part-tiEllB worker" 
o£rerinS to P!y 100 percent ofthe premium. would 1,hose empIoyee~ have to 
pc.y any part of the employees' sh~. (Note (Mt the employer would be 
pljingjuat 8 percent oftheir wage6,) .~~ 'SO~o of pceW'li .............C"('\ 

. 1M'\h p-:c- (b~ ~oc.\\ 01'\, {t.r~/t-nlWVtS: . . 
o 	 As currently written, the proposa}. provides incClllives, for firms to estabUIh . 

new clas~ ofworkCf'i in order to m.'Jximiz;c their $ubsidil:!. How will classes 
Qf workera be defined? Will they jn~ludc more. than fuU-timclpart-timc 
di£tinctiOllS7 j'e,J) . 

o 	 The proposal Also. provides strong di&iucllIntive.s for ~ell £rms established 

betWeen now arid 1997 to offer coverage. ~~<&\'6r) . d."ro i'~d . 


o 	 Arc the lncomeeiigibitity criteria the same for n'e~ly covered rums as for 
firms thai axpand coverage.·. (I'ne proposal is. UncleU' on this i,,~e.) 
~~ ~f'<";::h\ ~t>~,••- . . .' .' .. 

o 	 How would the self-employed be treated und~r theSe provisions? 'T~ 

o 	 Would the subsidy be IvlLil.ab[~to einployee leasing finn~? (Note that {,here 
il II. large gaming potential here.) 1&]) 

o 	 Would state and loc.aJ go'V'trrunc;ntlS be eligibll:; for subsidies7 1'bJ:) 

Employer QblisStionJ 

o 	 What maintenance t;lfeffort requirements would tharo be for employers'? NOfl-e.:. 

4 
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n 	 Would there be non·di$eriminatiotl provisions? If£0, whet would they be? 
In pBJ"ticular, what require1"l1eflts would be plaeed on. employers making 
contributions in! riiar'=et in which premiums were age-a.dj\l~ted?
See. ~t'lCIic..e.. bi.U. . . 

Spyy;~ Subsidies for Children and PrCi'0ant Wnmen 

o 	 These &ubsidi~ would phase out 1io.early betWeen 185 percent lind Z~O 
. percent of'the poverty h:vcl. Correct? ) e::- : 

. , 

o 	 I(families ~ obtAin both rcgul&r subsidie~ .II.llU spl:cial subsidies fOr chlldren 
and Flresnant WCn1C!1, thi3 could be very e:q:>enSivc for the (edcru government 
and result in the ovtrpllymc::nt ofpremiums. WhAt ~stra.ints. 'jf any. B.l'c: LherC! 
on this option, and how would they bQ implcmen~c.d? See:. ~p<:.'- ':> . 

Presumptiv~ EHajbility 

o 	 (.auld AAyone who was eligible for a full sub;idy be decJared presumpti\'l:ly 
. eligible l!.t the poinr ofservice? l{fS, 

J 

(J 	 How would such a provision work in pl'lCtic.e? Note thRt the only experience 
to d!1t~ with presWnpnve e1ijibWty hu been for a .limited. group of people 
(P~gns.lll WOIDal).,who are eligible for a public program (.Medicaid), lU'ld who 

. Wl ha~thc cligJoilily delc:rininw presumptively by a special iI'OllP ofpublic 
iuid non-profitptovidelswho ful.yc receivod special trainina to dothi" 
l'rovider~ in thecU.rrtnt progr/Wl a.re III nu risk. for 45 days during wblch the 
,",cmal\.qMto· ~vc full ·~lIg.oility delcnnmr;d.·· The' federSJ and state 
gov;rnzrtents W'tj·thc full risk ifsbc tw'I15 out nOllo be eligible. 'S~\\"M' 
1bu.v~ O~6'r\'0f- r~~~ ~\\~\b~ for Md:lcW

.IoSUfaneeMarket Eefojins 

o 	 .The proposal is ambiguouS about what firms would be in the community-rated 
(ell) m&rket. There is langut.gc suggesting that 500+ firms might ho.ve the 
choice of being In the CR or the experience-rated (XR) markets? Ws,s th~t 
intended? No. ~OOi: ~(t'I-\S ffII-"!>\ ~o XR. 

o 	 The . prC)posal irateA that plans (ouId modifY their premiums for 'Be, 
g~grap~y, ~c;.. Does this mean that modified cOmmunity .r.aring would be 

·W1.Uptlon~open to p1l!oni ? T£,D 

o 	 . Vt'li:.t ucthe open t:l1follinelll pl'Qvi:uun~1 Is it proposod to have YCIU'~rollnd 
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open en!ollmcnt for e-v:ryoDC? (Note thaI this rai~es is;ue,Co! a.dvorse 
sele,tion.) ~Q. S~~ ~ \"i'l\~c; 0 ~ y'~l)f\ ~\cJ 1'" t l>..~ 
cF:.. ~~. 	 . 

o 	 Could e1lianees Fmii the number of plans W!t they offered? lAts. \1"\1:>(!). (.1""
~~dl'ra~ Dr, ~(\£(. 'Ivt.lLI?j,t:.'rc- ~Oc..":1 'lo.t"e. ...... ~ ro ob\i':)~cY\ -Ttl c.<n'\,.\'rOt.:\ 
~ ~\\ ~~n~ D . . . 

o 	 O'>u1d alliances negoti~o discounts for reasons other than economies of scale . 
in administration and ~ketin.g1 ~s " 

\Vhat would the e!lJ'oll~ent processes be for people not enrolling through 
~liances? -p\(~Q:. e.f'tb\\y\~ ~lD\J tJ...... 0b f\S o(~\o~~. .. 

o 	 l1u:: prop-Ju! epparentIy envision! two risk adjustment procosse5: one in the 
CR market and one betwe-.Jl the n and the ell market. The provi,ions here 
arc conNsing. The internal CR market a.djustm~nt process-if it '-OUld be 
implementctt··would redistribute premiums in the CR 1D.IlJ"ket to reflect 
differences in the risk of enrollees. So; """;rhin that m.a.rket. compeNation 
would t4b pb.cc. The x:R payme.nts··which would be mremt:ly diffi(;U}t to 
implement",:,would Qt; distribuL~t.l to CR plans apparently 8.i ifno iD.tema1 risk 
adjustmMt had O~fTl,;d. liVe.. Ne>\{.. 'i:»\ 1\.t.('f!:\~ 00 I~~ (\~\:.. 
~j,,!>~ Y~Ql, ra.\U \>'oo~. . . 

o 	 Are the risk adjustment pa~1tlents from the XR to the CR. market intended to 
reflect juSt the highSr risk ofindhidlolal enrollee, or their higher administrative 
costu.lso'/ \ f>D. 

o 	 The language on the hlgh-~ost plan assessment· states th.at CR. prem!ulDJ· 
W'OUld be uniforril..Elsewhere, the proposeJ. states that premium!!. could dl1fer 
inside and outside Alliaf)ees (reflecting administretivecost differences.) Which 
isc.Ocrc~7 cR ~\~ a,~ ~¥m, }I\~~ ~v1hH-'" "O~ 

CMeJ -1'tl.{\.L. f-..e.~ """"" loult VO~ ~.. .. .. 

What W9uld the rules be fo·r plAnS offering lupplem~ntal eovl:'Ill~e·.both for° supplemental bcoe.fits andcost-sha..ring. Si'ec.c::. uJ\\\ ~~ l-\""'h:..~ 0."'"', 

o 	 What would the rotc ofFEHBP be in thiuttucrure7 ~ ¥,-cs, c..~ b2. ~) 

Administrative Cosls 

o 	 . Would plan and Bllianc, administration be funded by iSsessmentl on 
p~um.s? Would thCf'C be >a $pcGific assessment7 ~bns" Lfs.,
1)1.k~.. t\ I.t!"'" ,.. SD > .' 	 • 

a ,WOUld the eostofhwth cuds b. included in p~miwru? .\I<.s: "Pl1>{\Si~v-e...
c.c..1d.'" • 	 J> • > 

o 	 Whit Informa.tion would be required to be coUocted. on a ootioms.1 data 
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nBN'ork. Wowd suclle. netWOrk 0; fCQerally :>ponsored? Se..e- s"ec:., 
Ne..\VJo-l~ LUOV'\J.. ~ be ~llj s90<'lsolu. 

o 	 Would the federal govemmentbc ~spon!iblc for QClcrmining the premium 
t&rget! for each health caote coverage: CU'ca? Ufs

o 	 Would there be 8. guara.nty fimd "for 6elf-insured plans? II so, how would it 
be funded? Would the Department of Laoor be respon!iblc for p~ying 
bendits7 Va.;- ~r'0"j ~~~r\~""",, ~ u<c.. b~t'\(....\.... re.~QO"o(')';I~tI~ 
~ ~ L..<.;~ hl. 

Tax:rc1!1ted OuesticDl 

o 	 The proposal r,fers to section! of the Finance Committee's propos.sJ th~t, in 
turn l COtlt&io. rcruences to ~ions of the IDt~ Revenue Code that are 
apparently being rewritten. We do not have thlslanguage iTom the Finance 
Commi~te& yet.. and we need it in order to understand the proposal. 
. Cd It 	M~r1 ~"'Y1\'\~ t ~ :!Ie. - . 

o 	 The proposal is silent on the deductibility of the hlgh~st plan asse8~mel'lt 
(HCPA). Is it a deductible ex:PI;lUC for insurers lUld Imlployc:rs who self
insure, a~ in the SeruM FinCtlcc Committee proposal? ~~ _ 

o 	 For purposes ofdetermining the HCPA, what eOQ$titut=s 4 "plan ~ponl!o.rll in 
the apenen6t-rated market-ror fums that p~cMse in!urance G.Dd for firms 
that self-insure? '\ I'b})

o 	 Whl:ll detennlnlng the RepA. the average premium e~ui"'olent of ~ 
c7'perlerice·n~ted plan wou1d include "any· payments required. undet risk 
adjustment~. }we the risk-adjustment payments included those paid by 
experience-raled firins to the Community-rated market to compensate plans 
in thAt mArket'for bigh.-c:ost enrollees? Ifnot, what. risk-adjustment payment·s 
ue included? There is DO mention that experience-rated plans would have 
risk adjustments applied io t£eir premiums in order t.o determine if they are 
high",«>stplw. 1 Ebb , . 

o . 	 Only the ~ benefit p&cl;,e.g~. not includlna cost-sharing or supplemental 
benefits ooyere.gc, be taken inlo considcn!.tiori in the calCulation of a. pla.n's 
aver~gc premium, wh~ calculating HCPA liability_ The Senate Finance 
Committee bill includod oO:Jt-sharing coverage in lhe high cost plan 
a~ent calculation, lsit the intention of this bill to exclude cost-sharing 
coverage. despite the weakening of ~ost-eonta.inm~t incc:ntiycs brought by 
'thl~ exclusion? ~~s.c.. czH· 16D~ ¥"o"2e.r. -Th ~', sws:. - . 

o 	 The target groWth rate would not, apparently, give credit. 10 plllns. 81ld 
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covcra.ee areas that have held costs dawn before the HPCA is put into effect? 
u it the Intcntlon to exclude such a. distinction despite the weakening of cost
containment incentives during the peJiod preced.ing the imposition of the 
u$oQ$sment1 I ~J)' . 

o 	 The ac:lusion from employee income of employer -provided hClUth ,arc 
would be llmited "in Ii manner similar to the Administra.tion bill". Coverago 
for the certified Itand~d benefit package, induCting cost..llhiu:in.g amounts 
under the pa.ckagc, 'Would be. e:;(cludable from employee mcome for tax 
pUl])oses. .Would supplemental wverage for additional services abo be 
ecdudahle £-om crnpl~ Uu::.omc? The Administratron bill allowed excluuon 
of this type of &upple.mcnte1 ~agc through 2003. What ill the intended 
treatment ofsl.lppleme.ntal covCIAge for additional seMces~b B~(.~ 
\..,)011\<1, 	 I;.e. ~~l a'i> \0" \-t~A, ~ blllH: vi.~o~ ~\ ~~ a:r.t !':.'>t\~·lfI~ 
('lj>\- ~r.t.lu ~ i .... ~ (\t~ ", 

o 	 The self.employeQ woUld be allow~ a dedu~on (or SO percent ofexpenses 
and that the deduction ror individuals (115 per th~ Scna.t~ Finance Committee 
bill) would be deleted. 11 it intended thllt individuals who are not self
employee! but who purchs.&e health insurance be allowed no deduction for 
thl;~e expenses other thM the present-la~ deduction of mcdica.l roSlS, 
inclu.ding health L'iSUI"B1lC6 cost!, only to the extent that these costs exceed 7.5 
percell! ofadjusted £ross incnme? ~. 

AQditional Topic~ 

o 	 Questions ~ follow on the trliier ail.d the employer mandate, IE well 'as. 
. Medic:aco ano M~caid provision!. '. 
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