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MAINSTREAM COALITION 

1. 	 Coverage: 

Sizeable population of uninsured 

Uncompensated care problem c 

Premiums will be high in the co 

Some moderately sized firms (1 
experience rating. 

PROPOSAL: ISSUES AND PROBLEMS 

remains. 

tinues, including cost shift to private payors. 

unity rated pool due to adverse selection. 

0 to 500 workers) will continue to be subject to bad 

2. 	 Subsidies: 

Schedule specified creates high marginal tax rates. 

Subsidies tied to the average p emium in an area implies that low income individuals 
may have difficulty affording verage in the community rated pool. 

3. 	 Benefit Package: 

Adverse selection problem: in ividuals will tend to sort into standard and basic 

plans according to health statu . 


Uncompensated care problem ontinues . among those insured with the basic plan. 


4. 	 High Cost Plan Assessment 

The assessment is likely to b imposed on plans with a sicker than average 
population, due to lack of co munity rating outside of the small firrnJindividual 
market, and due to adverse se ection in the small firm market. 

Little revenue will be raised ue to the fixed rate specified and the split of the 
premiums into two separate 

5. 	 Medicaid: 

Limitation of Federal payme ts while leaving Medicaid program and obligations 
largely as in the current syst m, places states at substantial risk. 

6. 	 Medicare: . 



• 

7. Tax Incentives: 

Tax deductibility for individuals 
penalizes those in plans with adv 

8. Financing: 

Financing is unlikely to be suffic 

ied to the average priced 'plan in a geographic area 
rse selection. 

ent to allow for expansion of subsidy eligibility. 
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June 1 ,1994 

MEMORANDUM 

To: John Drabek 

From: Lisa Alecxih 

Subject: Annual Premiums for Propos Long Term Care Benefits 

This memo presents estimates of th annual per capita premiums for persons age 18 
and over required to fund a fairly comprehe sive long t~rm care benef. package.1 We have 
also developed crude premium levels consi tent with designations of insurance unit type as 
defined under the current Kennedy propos 

Per Capita Premium for Persons Age 18 nd Older 

The assumed program would cover oth nursing home and home and community
based care. Nursing home care would be s bject to a 25 percent copayment, with those 
unable to pay the 25 percent receiving sup lemenlal payments 'from the program on a basis 
similar to Medicaid eligibility rules. Home d community-based services coverage and 
eligibility would be based on a program that covers all persons with disabilities (any ADL or 
IADL) who cannot care for themselves. We assumed that the proportion of persons served 
under the program would be double the cu nt proportion receiving paid services by disability 
level (100 percent induced demand). The I vel of service estimated under the program was 
based on increasing current use for paid se 'ces by 20 percent by disability level. Persons 
with disabilities would receive home and co nmunity-based services with a sliding scale 
copayment requirement similar to the one 0 tlined under the Health Security Act (HSA). 

The annual per capita premium leve s for persons age 18 and over in 1996 for program 
funded expenditures are shown below. Th se estimates reflect the total public costs of these 
benefits. not the public costs. They include:Medicare payments and excludecopayments by 
participants ' 

i , 
Home Cl..lld Community- Total 

Institutional Crufa B~sed Care 
All Persons $480 $355 $835 

Non-Elderlv $135 $150 $285 .

Elderly $2.115 $1,340 $3,455 

r and only persons age 18 and over are in the1That is, total expenditures are in the numerate 
denaminatar, 

, 
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In developing these estimates we di not model some of the specific features of the 
program. We did not model the deductible nd out-of-pocket limits because these apply to all 
health care expenditures (not just long term care) and these amounts vary depending upon 
whether an individual chooses a low cost-s ring or high cost-sharing plan. In order to model 
total health care expenditures. we would ne d to estimate acute care expenditures as well as 
long term care expenditures. Also to better odel the plan. we would have to develop criteria 
for deciding whether an individual will chos the low cost-sharing plan, the high cost-sharing 
plan or the combination plan. 

The estimates above also do not tak into account current law public expenditures for 
these services. If such a financing scheme ere implemented, public expenditures for long 
term care services would end. The annual er capita 1996 current law public expenditure 
levels for persons age 18 and over eligible f r the program described above are shown below. 
These estimates include Medicare expendit res. 
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Institutional Care 
Home and Community-

Based Care 
Total 

All Persons $255 $220 $475 
Non-Elderlv $105 $90 $195 
Elderly 

from 

$950· $835 $1,785 

Ievels 

nts from 

Net premium required can be calcul, ted by subtracting the program premiums 

Rnally. under the proposal, the spar sors may wish to exclude Medicare payme 
g funded by premiums. Medicare expeIlditures for long term care services accoun 
wing annual per capita expenditures fa persons age 18 and over. 

the current law premium levels. 

Institutional Gale 
Home and Community-

Based Gare 
Total 

All Persons $40 $100 $140 
Non-8derlv $2 $8 $10 
Elderly $225 $520 $745 

Developing premium estimates on a 
'ed couples, single parent families, anc 
edge of the long term care expenditul 

may not be gopt;i.pQlicy to develop lone 
.peatect expenditures for a given type 
ium levels. For example, developing 

rly single and married individuals woul< 
ons relative to the married couple pren 
care expenditures are for single indivi 
ates by insurance untt type based on 

ulations presented above. 

Insuranee Unit Premium Levels 

ninsurance unit basis (i.e., Single individual 
two parent families) is difficult because it r 
~s for each of the insurance units separatel 
term care insurance premiums strictly bas 

of unit because some units will have very h 
eparate premiums based on expenditures f 
result in high premium estimates for Single 
ium due to the fact that the vast majority of 
uals. Therefore, we have developed premi 

modifications of the per capita premiums 

t for the 

s. 
equires 
y. It 
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or 

long 
um 
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For the elderly, we used per capita pr 
single individuals ass jgned one limes the per 
limes Ihe per capita rate. For the non-elderl~ 
persons under age 18 separately. Estimates 
18 10 64 were then used to calculate the wor 
this level} and married couples (two times thi 
on the single and couple premiums calculate 
number of children of 2.5 per family times thE 
18. These calculations result in the following premium levels: 

Single 
Married Couple 
One Parent 
Two Parent 

Non-e 
$2 
$5 
$3 
$6 

Iderly 
~O 
~o 

to 
0 

Elderly 
$3,455 

. $6,910 

Please give me a call if you have any 

" 
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~mium rates for persons age 65 and over. with 
capita rate and married couples assigned two 
, we estimated per capita expenditures for 
of the per capita expenditures for persons age 
ing age adult premiums for the singles (one times 
level). Finally. the family premiums were based 

j for persons age 18 t064. plus an average 
per capita expenditures for persons under age 

~uestions. 



DEPARTMENT OF HEALTH & HUM N SERVICES Office of the Secretary 

W~shington, D.C. 20201 

NOTE TO BOB PELLICCI 

We are trying to obtain cl arance to provide Senator Kennedy's 
staff with the attached premi estimates. These estimates pertain 
to an amendment to the Kenn dy bill sponsored by Sen. Kassebaum, 
She proposes to replace the ong term care benefit in the Kennedy 
with' a directive to the ommission to estimate the premium 
necessary to provide long-te home and community-based or nursing 
home care to individuals wi h physical orcognitiye impairments 
which render them unable to care for themselves. 

Although the proposed amen ent is quite vaguely worded, the 
attached estimates clearly how that such a benefit would be very 
expensive. To fully fund he proposal in FY1996 would cost nearly 
$96 billion. This is much ore than it would cost to fully fund 
the administration's home an community-based services proposal in 
FY1996 ($25 billion), and ev n the administration's proposal would 
not be fully phased in unt'l FY2003. The premiums required to 
generate such a large amo nt of revenue would be, prohibitive. 
Moreover, these premiums would have. to increase in future years as 
the population ages, beca se the premiums just cover current 
expenses. Clearly, the roposed amendment is not a viable 
alternative to the administ ation's proposal. 

We urge you to clear the doc ent today. The proposed amendment is 
the first order of business hen the markup resumes next week. If 
the amendment is adopted it would eliminate the administration's 
proposed long term care ben fit from the Kennedy bill. 

Judy Feder 
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TO 94567431 P.02 aJUN-02-1994 1~:20 FROM ·000000000000000 

TRIGGER SCENARIOS 
". \, I, , 

CLIlft'OlI 

Premium increases gradually lowered to CPI by' 1999 

In 2001" increase is GDP qrowth + an amount to cover benefit 
improvements (GDP = 4.4%, benefit improvements ==3.6%) , 

After 2001, 'increases equal GDP growth (4.4%) 

Annual and cumulative Premium LDcreasea 

1995 ' 1996 1997 1998 1999 2000 2001 2002 2003 2004, 

- 4.5 4.0 3.S 3.0 3.0 8.0 4.4 4.4 4.4 

1.00 1.05 1.09 1.12 . 1.16 1.19, 1.29 1.35 1.40 1.47 

§CBBARIO 1 

Increases in 1996 and 1997 equal CBO estimates of premium 
increases under Cooper (slightly below baseline) 

',' " i , j 

Triqgerwould limit increases in to CPI beginning in 1998 until 
costs equal Clinton, except that the increase in 2001 equals CPl' 
(3.0%) + cost of new benefits (3.6%) 

Costs equal Clinton by about 2004 

Subsequent increases equal growth in GOP (same as Clinton) 

'Annual and Cumulative Premium Increases 

1995 1996 1991 1998 1999 2000 2001 2002 2003 2004 

- I 8.1 7.4 3.0 3.0 3.0 6.6 3.0 3.0 3.0 

1.00 1.08 1.16 1.20 1.23 1.27 1.35 1.39 1.43 1.48 

" 

" . 
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SCER'ARIO 2 

Assumes Cooper increases in 1996 and 1997 

Increases are limited to CPI minqs 1 (2%) per year, from 1996-2000 

Increase in 2001 is CPI - 1 (2\) plus the cost of bEmet'it 
improvements (3.6\) 

In 2002,>' increase is. slightly below Clinton growth rate (GOP) to 
bring' costs in line with Clinton beginning in that year. After 
2002, increases equal GOP growth. ' 

Annual and Cumulative Premium Increases 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

- 8.1 7.4 2.0 2.0 2.0 5.6 4.0 4.4 4.4 

1.00 1.08 
, 

1.16 1.18 1.21 1.23 1.30 1.35 1.41 1.47 

SCElWUO,3 

Increases equal Cooper in '1996 and 1997 

Trigger brings costs back to Clinton level by 19,99 by allowing 
zero nominal growth in 1998 and 1999. Subsequent increases equal
Clinton. 

Annual and CUmulative Premium Increases 

1995 1996 1997 i ,1.998 f1999 2000 2001 2002 2003 2004 

- 8.1 7.4 0.0 0.0 3,.0 8.0 4.4 4.4 4.4 

1.00 1.08 1.16 1.16 1.16 1.19 1.29 1.35 1.40 1.47 
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SCERABIO 4 

Increases, equal Cooper in 1996 and 1997 

Trigger would reduce the rate of growth or premiums to bring 
costs down to the Clinton level as quickly as possible. However, 
the growth rate could not be reduced below negative one percent 

, per year. 

Annual and Cumulative Premium Increases 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

- 8.1 7.4 -1.0 1.0 3.0 8.0 4.4 4.4 4.4 

1.00 1.08 1.16 1.15 1.16 1.19 1.29 1.35 1.40 1.47 

I. 

Increases equal Cooper in 1996 and 1997 

Trigger would reduce premiums in 1998 to the level they would 
have been under Clinton. 

Subsequent increases equal Clinton 

Annual and Cumulative Premi1DD Increases 

1995 1996 1997 1998, 1999 2000 2001 2002 2003 

4.4 

2004, 

4.4- 8.1 7.4 -3.2 3.,0 3.0 8.0, 4.4 

1.00 1.08 1.16 1.12 1.16 1.19 1.29 1.35 1.40 1.47 

" , ~ 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 


Wasbington, D.C. 20503. 


June 2, 1994 

LEGISLATIVE REFERRAL MEMORANDUM 
LRH #I-2872 

TO: Legislative Liaison Officer 

EOP - Review 	Only, See Distribution Below - ( ) 

FROM: 	 JANET R. FORSGREN (fOr)~~
Assistant Director for Legislative Reference 

OKB CONTACT: 	 Robert PELLICCI (395-4871) 
secretary's line (for simple responses): 395-7362 

SUBJECT: 	 HHS Qs and As RE: S 1757, ~ealth Security Act 

· DEADLINE: 	 NOON June 3,1994 

~. COMMENTS: SEN. KENNEDY REQUEST FOR INFORMATION -- Tbe attacbed 
7f\ responds to a request for information about funding a long 

term care benefit package (P~S~~~l~ Ka~aum:amendme~t). 

OMB requests the views of your agency on the above subject before 
advising on its relationship to the program of the President, in 
accordance with OMB Circular A-19. . 

Please advise us if tbis item will affect direct spending or . 
receipts for purposes of tbetbe "Pay-AS-YOU-Go" provisions of 
Title XIII of tbe omnibus Budget·Reconciliation Act of 1990. 

CC: 

Nancy-Ann Min 

Ira Magaziner 


1:9pris Jennings 

Jack Lew 

Lynn Margherio 

Judy Feder 


· Judy Whang 
· Greg Lawler 


Meeghan Prunty 

Jason Solomon 

Barry Clendenin (2) 

Len Nichols 

Linda Blumberg 

Shannah Koss 

Janet Forsgren 




LRH #I-2872 

RESPONSE TO LEGISLATIVE REFERRAL MEMORANDUM 

If your response to this request for views is simple (e.g., 
concur/no comment) we prefer that you respond by faxing' us' this 
response sheet. If the response is simple and you prefer to 
call, please call the branch-wide line shown below (NOT the 
analyst's line) to leave a message with a secretary. 

You may also respond by (1) calling the analyst/attorney's direct 
line (you will be connected to voice mail if the analyst does not 
answer); (2) sending us a memo or letter; or (3) if you are an 
OASIS user in the Executive Office of the President, sending an 
E-mail message. Please include the LRM number shown above, and 
the subject shown below. 

TO: Robert PELLICCI 
Office of M.nagement and Budget 
Fax Number: (202) 395-6148 
Analyst/Attorney's Direct Number: 
Branch-Wide Line (to reach secretary): 

(202) 
(202) 

395-4871 
395-7362 

FROM: (Date) 

(Name) 

(Agency) 

(Telephone) 

SUBJECT: HHS Qs and As RE: S 1757, Health Security Act 

The following is the response of our agency to your request for 
views on the above-captioned subject: 

Concur 

No objection 

No comment 

See proposed edits on pages 

Other: 

FAX RETURN of pages, attached to this 
response sheet 



... 202 395 3130:# 2SENT BY:Xerox Telecopier 7021 6- 2-94 3:17PM 

June 219Q4 


MEMORANDUM 


To: John Drabek 


From: Lisa AlElcxih 


Subject: Annual Premiums for Proposed Long Term Care Benefits 


this memo presenl! estimates Of the annual per capita premiums for persons age 18 
and over required to fund 8 fairly comprehensive long term care benefit paokage,1 We have 
also developed crude premIum levels consistent with designations of Insurance unit type as 
~d under the current Kennedy proposal. 

Per Capita Premium fOr Peraona Age 18 and Older 

The assumed program would cover bo1h nUr&ing home and home and community· 
based care, Nursing home care would be subject to a25 peroentcopayment, With those 
unable '0 pay the 26 percent reoelvlng supplemental payments from the program on a basis 
similar to Medicaid allglbllHy rules. Home and communlty-based SQrvioes cover-oe and 
ellglbllHy would be based on a program thai covers all persons with disabilities (any ADL or 
IADL) who cannot care for themselves. We assumed that the proportion of persons IGrYed 
under the program would be double the ourrent proportion receiving paid servioes by disabilHy 
level (100 percent induced demand). The level of service estimated under the program was 
based on Increasing current use for paid servloes by 20 paroen! by disability level. Persona 
wtth disabilities would receive home and com munlty.based services with asliding scale 
copayment requirement similar to the one outlined under the Health Security Act (HSA). 

The annual per capita premium levels for persons, ega 18 and over In 1998 for program 
funded expeoditures are shown below. These estimates reflect the total publio oosts of these 
benefits, not the public 00$15. They include Medioare payments and exclude copayments by 
participants. . 

Institutional Care 
Home and Community-

Based Care 
Total 

All Pel'9ons $480 $366 $835 
Non-ElderlY $135 $150 $285 
Elderly _$2115 $~,340 $3455 

, iha, Ie, total expenditures are In the nlJl"\"!efator and only persons age 1 8 and over are in the 
denominator. 
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In developing lhese estimates we did not model some of the specific features of the 
program. We did not model the deductible and out-of-pocket IimRs because these apply to all 
health care expenditures (not Just long term care) and these amouMs vary d9p9nding upon 
wh91her an Individual choos9s a low cost~haring or high cost..sharlng plan. In order to model 
total health care expenditures, we would need to estimate acute oare expendhures as well as 
long term care expenditures, Also to better model the plan, we would have to develop Clfterla 
for deciding whether an individual will chose the low cost-sharing plan, the high cost-sharing 
plan or the combination plan. 

The estimates above also do not taka Inlo account current laW public expenditures for 
these services. If such a financing Bcheme were implemented, public expenditures for long 
tenn 081'9 services would end. The annual per capita 1996 cUlTentlaw public expand"ltura 
levels for persons age 18 and over eligible tor the program described abovG are shown below. 
These estimales include Medicare mcpendRures. 

Institutional Care 
Home and Community-

Based Care 
Total 

All Persons $255 $220 $476 
. Non-Elderlv _'105 190 $195 

Elderly $950 $835 $17B5 

Net premium required can be calculaled by subtracting the program premiums levels 
from the currenllaw premium levels. 

Finally, underthe proposal, the sponsors may wish to exclude Medicare payments from 
being funded by premiums. Medicare expenditures tor long term care services account for the 
following annual per capRa expenditures for persons age 18 and ewer. 

Institutional Care 
Home and Community-

Based Care 
Total 

All Persons $40 $100 $140 
Non-Elderly . $2 $8 $10 
Elderlv $225 $520 $745 

Inaurane. Unit Pr.mlum L.v.la 

Developing premium estimates on an insurance unit basis (i.e., single individuals, 
"married couples, single parent families, and two parent famllles) is difficult because It requires 

. 'knowledge of the long term care expenditures for each of the insurance units separately. It 
also may not be good pollev to develop long term carelnsuranee premiums strictly based on 
the expected expenditures ror a given type of unit because some units will have very high 
premium levels. For example, developing separate premiums based on expenditures for 
elderly single and married individuals would result in high premium estimates for single 
persons relative to the married couple premium due to the fact that the vast majority of long 
term care expenditures are for single Individuals. Therefore, we have developed pr~mlum 
estimates by Insurance unh type based on modifications of the per capita premiums 
calculations presented above, 
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for the elderlyI we used per oaplta premium rates for persons age 65 and over, with 
Bingle Individuals assigned one tlmas the per capita rata and married oouples assigned two 
times the per oaplta rale. For the non~efderty. we estimated per cap/1a expenditures for 
persons under age 18 separately. Estimates otlhe per oaplta expendhures for persons age 
18 to 64 were then used to oaIoulatelhe working age aduh premiums for the singles (one times 

,.this level) and married couples (two times this level). Rnally, the family premiums were based 
on the alngle and couple premiums calculated for persons age 18 to 64, plus an average 
number of children of 2.5 per family times the per capita expenditures for persons under age 
18. These oalculations result In the following premium levels. 

.Non-elderlv Elderly 
Single $270 $3,455 
Married Couple $540 $6910 
One Parent $840 
Two Parent $810 

The net premium amounts (program premiums less a calculated premium for currenl 
law public expenditures) are as follows: 

Non-elderty Elderly 
!Sinl:lll~ $85 $1,675 
Married Couple 5170 $3345 
One Parent $105 
Two Parent $190 

Please give me acall If you have any questions. 

" 

"," r 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

washinqton, D.C. 20503 

June 2, 1994 

LEGISLATIVE REFERRAL MEMORANDUM 
LRM #1-2871 

TO: Legislative Liaison Officer 

EOP - Review Only, See Distribution Below - ( ) 

FROM: JANET R. FORSGREN (fOr)~~
Assistant Director for Legislative Reference 

- OND CONTACT: Robert PELLICCI (395-4871) 
secretary's line (for simple responses): 395-7362 

SUBJECT: SBA Qs and 
Act 

~s RE: HR 3600, Health Security 

DEADLINE: NOON June .6, 1994 

COMHENTS: HOUSE SMALL BUSINESS QUESTIONS AND ANSWERS - The 
attached responds to a number of questions raised by the Small 
Business Committee. 

OMB requests the views of your agency on the above subject before 
advising on its relationship to the program of the President, in 
accordance with OMB Circular A-19. 

Please advise us if this item will affect direct spendinq or 
receipts for purposes of the the "Pay-As-You-GO" provisions of 
Title XIII of the omnibus Budqet Reconciliation Act of 1990. 

CC: 
Na,ncy-Ann Min 
It-a Magaziner 
Jack Lew 

/, Chris Jennings 
Lynn Margherio 

;* Judy Feder 
Judy Whang 
Greg Lawler 
Meeghan Prunty 
Jason Solomon 
Barry Clendenin 
Janet Forsgren 
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, 	 , RESPONSE TO LEGISLATIVE REFERRAL MEMORANDUM 
\ 

If your response to this request for views is simple (e.g.,. 
concur/no 	comment) we prefer that you respond by faxing us this 
response sheet. If the response is simple and you prefer to 
call, please oall the branoh-wide line shown below (NOT the 
analyst's 	line) to leave a message with a secretary. 

You may also respond by (1) calling the analyst/attorney's direct 
line (you will be connected to voice mail if the analyst does not 
answer); (2) sending us a memo or letter; or (3) if you are an 
OASIS user in the Executive Office of the President, sending an 
E-mail message. Please inolude the LRM number shown above, and 
the subjeot shown below. 

TO: 	 Robert PELLICCI 
Office of Management and Budget 
Fax Number: (202) 395-6148 
Analyst/Attorney's Direct Number: (202) 395-4871 
Branch-Wide Line (to reach secretary): (202) 395-7362 

FROM: 	 (Date) 

(Name) 

(Agency) . 

(Telephone) 

SUBJECT: 	 SBA Qs and As RE: HR 3600, Health Security 
Act 

The following is the response of our agency to your request for 
views on the above-captioned subject: 

Concur 

# 
'. 	 No objection 

NO comment 

See proposed edits on pages 

Other: 

FAX RETURN of pages, attached to this 
response sheet 
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· HOW !O USE THIS 

~Rl._ 

~ LETTER TO SAVE TIME. 


Type or write your reply in Ihe 'pace below. Then mail 

Ihe white copy to u, and keep the pink copy for your lile,. 

You'll ,ave time and ~ffort, and we'lI have your an,wer 
much' fa,ter! Thank you. 

Ladies/Gentlaren: l--BY 20, 1994DATE ____.._..__•____......~-_._... _ .. ___ . DATE .. 

, \\T'Ire· hea:lth care refonns put forth in the enclosed packet 
are not Republican ..Plan-ar,--D2m<x::::r-atlC-..FJLanl-o:r-Jrnctepen.lerl1l -r~~, p~\~_ l¥

, hi t:he"aftacneirprotosaT;-'you 'Wilr-fifi:rp§.rtS--of 'eacl'iof 
the plans unier clis:::uss.ion in Congress--PWS new ideaS 
-t.naEare nJr -.JJi-an):-6r-~gevious-J)J..afiS. ,-- .. , H 

!lrere·is onesignifieant.,differe:oce..between-what-I. PD:JP()$

,:::C:i:~~~;~~S~~=~~i:=ce.-&
graduate stud.yin Hospital Administration. . 

-Feer-fiJf# t6Uflj'ii3ftlpiIt;ep;ppietrcIrt.neseprer:ta:t;crrn;PJ 
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INTRODUCTION 

From the original Common Sense by Thomas Paine, 1776: 

The sentiments(positions,on issues) contained in the :following 

pages (may) not yet be ,sufficiently fashionable (popular) to pro

cure them general favor(acceptance); a long habit of not thinking 

a thing wrong gives ita superficial appearance of being right, 

and raises at first a formidable outcry in defence of custom 

(conventional wisdom). But the tumult soon subsides. Time 

makes more converts than reason(common sense). 

The author has studiously avoided everything which is personal 

among ourselves. Compliments as well as censure to individuals 

,make no part thereof. The wise and worthy need not the triumph 

••• those whose sentiments are injudicious ... will cease of them

selves, unless too much (effor,t) is made to convert (them). 

The cause(s) of Anierica are in a great'measure the cause(s) of 

all mankind. 

Who the author of this (book) is, is wholly unnecessary to the 

public, as the object for attention is the doctri If, not 

the man. Yet it may not be unnecessary to say'that he is 

unconnected with any (political) party, and under no sort of 

influence, public or private, but the influence of reason(common 

sense) ,and I?rinciple. 

On the Origin and'Design of Government in General 

Some writers have so confounded(confused) society with govern

ment as to leave little or no distinction between them; whereas 

they are not only different, but have different origins. Society 

is produced by our wants; government by our wickedness. The former 

promotes our happiness positively by uniting our affections; ,the 

latter negatively by restraining our wickedness. 

Society in every state is a blessing, but government, even in its 

best state, is but a necessary evil; in its worst state an intolerable 

(evil). For when we (are exposed to and sufferi from) the same 

miseries (with) a government which we might expect in a country 

without a government, 9ur calamity(misery) is heightened(made' worse) 

by reflecting that we :(are) furnishing the means by which we suffer. 

Government, like dress, is the badge of lost innocence; the palaces 


of kings are built upon the ruins of the bowers of paradise. 


--Thomas Paine, Common Sense, 1776 



THOMAS PAINE IV 


May 11, 1994 


Director, President's Health Care Task Force 

Cha irmen, Various Sena.te Committees 

Chairmen, Various House Committees 

Senators Sponsoring Specific Health Care Plans 

Representatives Sponsoring Health Care Plans 


Gentlemen: 

The members of my immediate family and I have a total of 

over 50 years experience in the 'health care industry. At 

present, no family members work in health care, have any 

financial interest in any health care facility or any fin

,ancial interest in any of the many companies supplying 
products and services to heaith care facilities. 

These two facts--extensivehands-on experience and no con

flicts of interest--add weight to what I have to say about 

health care reform in the attached essays, some of which 

have been published iri the local newspaper, the other~ to 

be printed soon. 


Unlike most witnesses appearing before the various com
mittees--who have jobs to protect, financial interests to 
protect, PAC contributions to protect, profits to protect, 
other personal interests to ~rotect~-there is nothing to 
prevent me from being frank, honest, unbiased, objective. 
In short, nothing ·to prevent me from "telling it like it is"! 

In addition to hands-on experience, my educational back~round 
and intellectual qualifications privide me with unique insight 
into the real problems in the health care industry--and what 
must be done to solve them. 

I studied Economics at UK, Hospital Administration in graduate 
school. I am a member of Mensa with an IQ somewhere above the 
99th percentile. I was purchasing agent for 6 years in a 220 
bed hospital; purchasing director for 6 years in a large med
ical center{$35,OOO,OOO annual. budget) . Active in a buying 
coop in a ~arge metropolitan area(we purchased for over 30 
health care facilities), I chaired the policy and procedures 
committee and many' other coop committees over a period of 10 
years. Later, as VP of a consulting firm, I prepared a nat
ibnal purchasing program for use by hospitals throughout the 
country. After leaving the health care field, I worked as a 
financial consultant, which involved checking out health care 
companies as ~otential investments for my clients. In one 
instance, I spent two weeks with the CEO and Chief Financial 
Officer of a home health care company which billed over three 
million dollars per month to Medicare and Medicaid. 
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This company operated qne of the slicJ~.est "scams" I have 
ever seen anywhere! As much as 25% of the $3 million per 
month was excess profits. And, the company and its many 
subsidiaries were structured so that, on the surface, all 
appeared to be within the normal Medicare/Medicaid rules 

. and regulations! We declined to invest in the project. 

My wife retired recently after having worked for over 25 

years ~s a Registered Nur~e and Nursing Supervisor. From 

her, I learned many of the various "scams" of the medical 

staff as well as the internal workings of the medical care 

facilities of health care facilities. Incompetent doctors 

who cannot be removed from the medical staff, who continue 

year after year, to inflict pain, injury, even death upon 

their unsuspecting patients. Doctors protect their own! 

The expensive bureaucracies, unnecessary paperwork, red 

tape, inefficiencies, lack 6f cost controls, etc. that are 

rampant throughout both the medical/nursing areas and in 

hospitai admini~tration-"':'a fact that I can attest to from 

my experience in administration and my studies in school. 


It is my· firm conviction, .based on all of the above, that 
there is -no need whatsoever to worry about extra funding 
for total health care reform, including universal care for 
everyone and adding on the various services not now paid 
for by most insurance policies. If complete reform--NOT a 
wa.tered-down version of partial reforrri.--is passed by the 
Congress, the savings that result will be more than sufficient 
to pay any extra costs involved. No additional funds will 
be needed. . 

Why? We already pay for health care for those without in
surance coverage. The cost of their care--and its usually 
very expensive care since they wait until almost dead before 
going into emergency rooms for care--is already paid--as in
creases in premiums for those who DO have insurance. The 
hospitals simply increase the cost of everything done for 
paying customers by enough to cover un-paid-for care. 

We're paying 56% more than the highest amount paid by any 
other industrialized nation for partial coverage for 85% of 
the people. Their much-lower-cost insurance provides full 
coverage for 100% of the people! This $560 billion dollars 
(56% of o~er 1 trillion dollars!)is more than enough to pay 
for full coverage.foreveryone--if the "fat and fraud" is 
removed from the health care system. 

Why a-sequel to Thomas Paine's original Coinmon Sense pamphlet? 
The scarcity of common sense in the discussions of health care 
is a prime example of the need for common sense. Not only in 
this area, but in virtually every area, every national problem. 
As Mark Twain observed; "Common Sense is Very Uncommon"! 

~~.cP~Jtl 
Thoma Paine IV. (aka Mike Jarmer)
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OVERVIEW: HEALTH CARE REFORM 

Health care reform, if done.right, will generate more than 
enough savings from elimination of fat, fraud and over
pricing to pay for good universal health care for everyone. 

This conclusion is based on'over 50 years 'of health care 
experience in my immediate family plus over' 20 years of 
experience in managing other businesses. 

The. health care industry has been totally out of control 
for the past 20-,30 years! Largely unregulated and uncon':" 
trolled, health care costs have skyrocketed,insurance prem
iums have increased dramatically while benefits decreased. 

We have the best "sick care" in the world. But, it is so 
expensive that almost half the people cannot afford it! We 
have the world's worst preventive care/well care system. 

The goal that. the Congress should be striving for should be 
universal healthca~e for everyone at the same or less cost. 

This goal CAN be achieved if Congress can overcome the long
standing "mind-set"iri Washington that the solution to everi 
problem is to throw more money at it! Money is no substitute 
for common sense! A good example is our 3~ trillion dollar 
national debt accumulated in the 1980s--most of it wasted. 

To achieve our health care reform goaL •. 

a) 	 Congress must rec~ive, and act upon, good solid factual 
data from reliable, unbiased sources. (Congress is NOT 
now getting this from most of the people testifying be
fore congressional committees, each interested only in 
"protecting his own turfll) 

b) 	 Congress evaluates this objective, unbiased data, reaches 
common sense conclusions, sets realistic national goals. 

c) 	 Congress structures the new health care system so that 
it is industry-operated, government-regulated. But NOT 
government~operated.(Based on past performance, the gov
ernment should not o'perate any business. Examples abound!) 

d) Congress adds incentives for good performance, disincent
ives for sub-standard performance. 

e) Congress mandates 'professional management/management prac
tices within all health care facilities. Training programs. 

f) 	 Congress mandates professional purchasing personnel and 
practices, including large buying coops and mandatory 
participation. Coops staffed/operated by professionals. 

g) 	 Congress' mandates'regional planning commissions, staffed 
by CEOs of participating facilities. Planning activities 
reviewed by government regulatory body 

h) 	 Individual Congre~smen have the courage to resist·· PAC pres
sures(and'money), tackle problems head-on, enact meaningful 
conprehensive reforms this year that are effective in 1995~ 
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LETTERS 
Inemciency, fraud 
biggest problems 
in health-care system 

Our health-care. industrY is· riddled 
with examples of inefficient bureaucratic 
mancigement and provider frauds. 

1.. The operation of our Veterans 
AffairS h<>spita1s is the most stunning and 
g . example of waste and mismanage-

we could close all VA hospitals 
we could supply every veteran with Blue 
Cross/Blue Shield's beSt policy and still 
have an annual surplus of $37 billion 
which would take care of the 37 million 
people now without beaJth insurance. 

2. Fraud is widespread in the health
care·industry.Many hospitals. physicians. 
phannacists. nursing homes. and home 
health organizations are ripping off the 
people. The federal government recently 
settled a fraud case with National Labora
tories for $100 million plus a sizabie fine. 

3.The overhead oost for I operating 
Medicare and Medicaid is about 25 per
cent The system is also very cumbersome, 
time consuming and expensive for the 
providers of health care. . 

4. Currently 47.000 sleazy special inter
est health-care lobbyists are in Washing· . 
ton waiting to greet the members of our 
congress. 

s: There are· 1,500 health insurance 
companies in our country who will be 
striving to maintain a strong position in 
the administration of the health-care pro
gram. I am leaning more and more toward 
a one-payer system as the lesser of two 
evils. 

ORIS AARON, M.D. 
COWMBtA 
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'!be incentive/dis-i.~entive, carrot/stick, rewa:rd/punisbrent nethod. of 
behariorial control has been a universally-accepted psychological prin
ciple for mmy.years. 

First disoovered by Pavlov, he proved his hypothesis in .experinents 
with dogs. later, nany other psychologists replicated the results of 
Pavlov's experinents using everything fran mice to hurrans. 

Pavlov's theory is qUite simple-and it works, every tine it is used. 
Reward sareone for desirable l:::Jelavior and they will do it again--to 
receive additioral rewards. Punish than for undesirable behavior am 
they will not do .it again-:--to avoid additional punishrrent. 

In everYday life--at b:::Ite, at school, at work, at play-this simple 
psycholOgical theOry is in use aIrl successful. Yet, in the' health care 
industry, the use of this ,fundamental principle of behaviorial control 
is vir'bJally non-existent! When it does appear, it is reversed. We 
reward people/cCInpanies for undeSirable behavior; WI; ptmish than for 
desirable beh:lrior. ' 

'!be results are predictable--arrl.obvious. People and cCInpanies who 
work in anc:ido business with, health care facilities engage in rrore 
an:] rrore undesirable behavior , , receive rrore and rrore rewards for doing 
so. And, after a few decades of this, a health care crisis results. 

Inco:rp.:u:ate incentives for desired behavior, dis-incentives for what 

we do not want into the new health care reform act and the results will 

be outsta:nding--far better health care at much lower cost. 


'. 	Fail to do' this arrlthe new health care systan will, be no better than 
the old one. Fail to reward people/cCInpanies for correcting the pro
blemsofthe presentsystan and the problans will not: be corrected. 
Continue to reward those who have created present problems--am WI; will 
have even rrore problems•. 

, 	 . 

, ,'Ibis same principle wOrks equally well (or equally tadly)in governrrent. 
Reward an elected official who isn't doing the job with re-election 
ahdhe will return to office am doa tad job for another tenn (hoping 
to be ra-arded again by being re-elected again). Reverse the procedure 
an:] the official who is re-elected (rewarded) for doing a good job will 
care back and do an even better jqb in his next tenn (anticipa.ting re-::. 
election again(another reward). Unfortunately, in recent years, voters 
have done the fonner rrore often than the latter. 

On the next page{s), I have briefly de~ribed sc:rre of the incentives 

and disincentives that should be incorporated into the new national 

health care refoDTI act. And the reasons why. 


'!his list may.not be all inclusive. But, those who work on this legis
lation should ask themselves this question as they review each section: 
Are we rewarding the FOO?le/canpanies involved for doing the things that 
we want than to do am punishing them for doing the things that WI; do 
not want them to do? If the anm-;er ,is YES, proceed. If 00, revise! 



proPOSED IM:::ENTlVFS AND DISIOCENTIVES 

PARI'ICIPA!-!':'S WHAT WE WANT INCENTIVE (S) DISIJSCENTIVE(S) 

(Suppliers/professions) 
 (Rewards)(Desirable Behavior) (punishmen~ ) 

US Congressren Health Care RefOl:m t effective 1995 IRe-election in lIbvember Retirerrent in lIbvernl er ' 

Health Care Facilities Reasonable patient charges Bonus for below-average ,patient Reimburserrent of aV&..ragej?a.tient 
charges--substantial,amounts• charges ONLY. Exce!;sive cost paid........ 
 by the health care j 'acility . 

'I ' ,i . lDW cost/no cost loans for the Paym::mts based on Wt .at custa:rer j 
/'!"'II'" r ,I 

'b\/ d- ~ IjF'ges oorrelate to 	needs 
constroction of low cost facilities needs--not what he is given. Excess

I, ' .i *'1 for low-care:"'needpatients. paid by the facili,t,),-a loss to it.d': ;,' /l 
! ;' 

Reasonable overhead/admin costs Average costs paid PillS bonus 	 ONLY average costs raid. If above 
~\ ) : 

, " ;- :...... ...J . d for below avera e costs a.verage,· IDI' paid. Lep:?rt prepared.' 
Experienced professional mgt. I Increased pay scales for all National Health can Board sets up.,.... . mgt personnel. On-going train- stan::1ards for mgt pE"..rsonnel '. Those 

ioo'--'p~amt; provided/paid' fQr'. hired must meet/excE",edstandards. 
Generally-accepted mgt/account.i.rg CFOs paidrrore--equal to pay in ICFOs/CEDs must meet/eXCeed stand-
practices used in all facilities industry. On-going training. ards set up by National HlC Board. 

CFO nrust be CPA, fOl:. example. 
Cost accounting/cost control Pay personnel salaries equal to INational Board iequires perso.nnel 

those paid in industry. that rreet/exceed r€('~uirerrents. 
The lralicail. Staff Malpractice/tort reform. caps 	 National Board requires second ) 

on awards. Recognition for 	 opinion, all major !lurgery. Review 
exc¥ional~rformance/con.f()nnance 	board checks on w.JrJ( of doctors 

'NO conflict of interest, 

lib unnecessary operations, tests 

lib hassle fran 'National Board I	Divestiture of all interests in 
any canpany providing services or 
products to H/C facilities. Stiff 
penalties/fines for violators. 

M9dicare;Medicaid "scamsn stopped Bonuses/recognition for doctors Tough auditing/control of WC~ M/A 
who control costs, who accept all billings. Violators penalized 
M/e, M/A patients, do good work., severely--high fines/prison terms. 

'NO "freebies" fran suppliers TOugh penalties for violators. 
Practic:e-rrore preventive medicine RecognitiOn/.encouragerent for t.he 	 Standards for preVentive care setI 

dcctors who do so. On-going up by National H/C Leard. Patient 
, training ~ how to do it. cases reviewed by Review Board. 

Cost controls--prcxlucts, services Encouragerrent/training/recognition Review of costs/salc"iiies by the 
and salaries. and cash bonuses for implanem.ting National Review Board. If out of 

cost controls, all three areas.line,_c1octors must explain why. 
Irnproverrents in all areas Encouragerrent/training/recognition Censure, privileges revoked, lic

and cash bonuses/awards, etc. to practice revoked, fines/prison. 
The Patient/Cb.starer I 'NO mis-use, over-use of systan ~ insurance· premiums; less Reasonable decioctibles reqtlJ.red 

paid in deductibles. lib hassles. for all medical care. FIrployees 
i 	 . pay 50% of health care premiums. 

http:mgt/account.i.rg
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PRCIPOSED IN:ENTIVES AND DIS:m:ENTIVES - PAGE 2 

PARI'ICIPANI'S WHAT WE WANT INCENTIVES DISINCENrIVES 

The Medical Staff. Greater ~entive for doctors MJre c::arpetition. I::b:tors rmlSt Enlarge :merlical schools aoo 
to practice good medicine. 
I::b:tors available fol' all areas 

canpete for IIOre lucrative bus
iness/areas/facilities 

build rrpre of than. Increase 
Isupply of doctors/~tition. 

The Insurance Catpanies Redooe cost of premiums. Canpetitioi1 for buSiness. If If they are rot ~titive in 
Non-cancellable policies. Canpanies canpete, they get the both prices am services, they 
CoVer pre-eXi.sting c6nditions. 
same price for everyone. 

business . Incentive is greed 
and profit(reasonable)from the 

will lose the bsuiness. lDss 
of business is the best incent

Stop "cherry-picking". business they get by' being ccm ive there is--period! 
No lifetime limits. petitive and prOviding the ser
Pay reasonable/average costs~ vices specified on the bids. OJST <X>NI'ROIS 00 IDI' ~RK! 

The Drug Catpanies 

Reduce overhead/admin. costs. 
"No Hassle II claims processing. 
Standard claim foun for everyone. 
Full coverage--all health care. 
Drugs and long term care included. 
In'Irediate P8.vn:ent of claims. 
Reason.cilile·priees for drugs 

large purchasing coops with 
500,000 or mo~e customers aoo 
staffed by' professional blyers
IDl' bureaucrats/pOlitical hacks
are the ONLY way to have enough 
PUrchasing ~~et qood prices 

The only annual increase contrOl~ 
that ~rk are those based on the 
annual· increases in the Cost of. 
Living or Wholesale Price Indexe~ 

Canpetition for the. fusiii.esS: Prices must be basedoi1~ total 
No exorbitant pricing of pro Those who have best prices and· production Costs plus reason
prietary drugs. No free drugs services receive the business· able profit. No R&D costs added 
to doctors/pharmacists--bribes and profits therefrom. R&D that All drugs available fran IIOre 
for using carpany I S products. results in successful, useful than one carpany. Creates· cx::m-
Stop selling drugs overseas for drugs };aid for at 3-5 times cost. petition/re::iuces prices. 
less than same drugs sold here. 
No IIOre price-fixing. 
Prices tased on production cost 
plus reasonable profit. 

No R&D paid for in advance for 
speculative purposes. Additional 
pa.YJ.TIeIlts for su:::cessful R&D will. 
pay for non-productive speculative 
R&D. No R&D costs may be added to 
the sale prices of drugs. New 
drugs beccrre "canmunity·propertyll 

Strong enforcanent of the excess 
profit laws, price-fixing, other 
anti-c<:IlJ?E'ltitive practices. Huge 
fines/long prison tenns for thoS( 
who violate drug laws aId. the 
National Baord rules .. 

and can be produ:::ed by' eve.r:yone. No "freebies"/bribes to anyone. 
Canpetition is the key to lower in the health care industry. 
prices. Also supply & danand.. Severe penalties/fines/prison. 

The Legal Profession Fe~ malpractice .lawsuits. Reduce the potential reward for lawyers I fees may not exoeed 
No frivolous lawsuits. 'amb.llance-chasing lawyers looking 25% of the award made for CNLY 
lower malpractice premiums to sue SC'IreOne. Prepare Awards actual medical expenses plus 

Guidelines--similar to Sentencing lost \>ages of the victim. Any 
Guidelines used in criminal cases. punitive damages go to the 
Anything a]:x)ve guideline arount rational health care fund--not 
goes to the victim or to the' to lawyers or to victims. Pain 
national health care fmxl--NOr to and suffering portiol)-goes to 
the lawyer. The only way to reduce the victim ONLY. 

rralpractice lawsuits is to rrake the 

awards less lucrative for l~ers. 




;proroSEo m::ENI'IVES AND DISm::ENI'IVES. .,. PAGE 3 

DISllK:ENTlVESPARI'ICIPANl'S WHAT WE WANT m::ENI'IVES 

Medical Et!Uipnent/Supplies I canpetitive priCes canpetitive bidding ~ The low Suppliers lose the business and' 
Quality products bidder receives the bJ:siness, the profits therefran. Those' 
Good sel:vice the profits. wb::> engage in shady practices 
Reputable business practices risk reroval fran the bidders 

Large purchasing co:::ps, staffed list~ criminal prosecution. 
by professional buyers, are the 
best assurance of getting·the best 
prices fran suppliers. Only the . 
large coop can successfully neg
otiate low prices with large sup
pliers. Coops are essential. . 
Mmdatory particip."l.tion essential. 

Other SUppliers I Ditto al:xJve. Ditto a1::xJr.te. Ditto above. 

loss of the l:::usiness by those 
Dl:Ugs 

The large purchasing coop, staffedPurchasing Coops I canpetitive bids/prices on: 
wiD price their products arrl 

Insurance, health care 
by professionals, is the best way 

services too high. loss of 
liability 

to obtain low prices.· Using can
salesarrl profits are the best 

malpractice 
petitive bidding, followed by neg

disincentive to suppliers! 
property 

otiation, will ensure the lowest 
possible prices. TheinaividUZtl 

&It, the loss rmlSt be substantia. 
Medical supplies/equip. 

health care facility does NOr haveOthei 
which is why purchasing coops an 

Other supplies/equiptent 
the. purchasing power to get good 

essential to getting the very 
OUtside services, all kirrls 

prices fran large rmllti-million 
dollar ccmpanies-or even sn:aller best prices fran suppliers.· 
canpanies. Co()ps are the best! 

Planning prevents over--expansion 
Ccmnittees 

Area-wide planning of health Lack of adequa.te planning byPlanning/oversight 
purchase of unnecessary equip

extra equiptent, expansion planning Ccmn:ittees, if any, are 
care facilities, extra beds, health care CEXJs arrl by local 

ment, adding rrore un-needed beds. 
of facilities.' sene of the rea~ns why under- spending rrcney that need not be 

spent. adding rrore costs to theI Better utilization of existing uti~ization ofve:sY. ~ive 
health care provided, increasingfacilities. eqw.pnent ~ faCl.ll.ties l.S so 
overall health care costs arrl

NOl'E: Planning Ccmni.ttees should' be .staffed by HlC CEXJs, CFO~revalent J.n health care tcx:lay. 
insurance premium costs. 

Basic functions should be to ensure operation of all health care 
MANAGE, health care facilities. 

National Health Care Board I To oversee/regulate BUT NJ:r 
facilities in a unifonnly efficient mmner. Secondly, to provide 
statistical data, :patient records info, other info to everyone. 

http:adequa.te


PIDPOSED I.N:ENl'IVES AND DIS:rn::ENTIVES - PAGE 4 

PARI'ICIPAN1'S WHAT WE WANT no<Nl'IVES DISINCENTIVES 

The ElTrployer 

The ElTrployee 

- . . -

M:Jst auployers IN the systen 
so as oor to lose the. benefits 
of their purch2lsing power for 
the entire group. 

M:Jst anployees IN the systen 
to keep their purchasing power 
in the coops', thus reducing the 
insurance premiums for all. 

.. 
. . 

All, except the very largest atploy
ers will pay ~ess for better plans. 

Eirlployers with rrore than 100,000 
auployees-providerl th2lt their 
enployee receive. eiqual (or better) 
health care at equal (or lower) cost. 

Ditto al::x:lve. 

For all enployees, except possibly 
those in very large groUps, the 
premium costs 'WOUld be lower. 

If auployee I s spouse'h2ls family 
plan elsewhere I atployee receives 

. cash payment equal to 50%' of' _the 
cost of individual plan (the enploy
er I s share which qe pays to the in
dividual instead of to insurance co) 

75% ,or rrore of the people 
will receive canprehensive 
health care at lower costs 
than they presently pay. 

Eirlployers pay 50% of the 
premiums, if in coop. 

Ditto al::x:lve. 

Eirlployees pay 50% of the- cos 
of individual coverage-all 
family coverage (the extra .co 

If spouse is 'WOrking, she wi 
receive 50% of individual pI 
cost .as cash payment, franh 
enployer--offsetting the ext 
cost for the family plan.pai 
for by her husband. 

f 
T 

l' 

et . 

This is samwwha.t canplicaterl to explain. But, once you urrlerstand it, you will see th2lt there are· sane really go:::d incentives 
here for ooththe employee and the anployer. The enployer pays no rrore than 50% of the cost of an individual plan. The anployee 
pays 50% of the individual plan's cost plus the adiitional cost of the family plan. His spouse receives a refund of 50% of the 
individual plan I s cost. This ref\IDi will be rrore than the extra cost her husban::l pays for the family plan. The savings on the 
cost of roth individual and family plans, due. to being in the coop, wilJ.save everyone fran 35 tc> 50% of what they now pel}" 

The Unauployed and the We want the plan to be self- Eirlployers and auployees 'WOUld pay 
Under-employed w:::>rkers· supporting with no new- taxes an additional 10% (of premium cost) 

neederl to pay for it. The as overhead arrl for providing in-
savings fran rerlooerl.premiurns, surance for the unatployerl and .the 
fran curbing fraud, abuse, etc. under-anployerl. By insuring every-
should pay for- these people. one, cost-shifting is eliminated. 

This reduces insurance premiums. 

Independent Contractors Eirlployers are using these t'WO Eirlployers provide the same benefits 
arrl Part Titre w:::>rkers classifications to avoid any for these tw:> groups as for regular 

insurance payments and payment anployees. PT 'WOrkers receive pro-
for other fringe benefits. We poi:tional payments I l::.ased on avg. 
wmt to stop these abuses. hours 'WOrkerl per week. 

This 10% surcharge should be 
sufficient to pay for this 
care since rrost of the people' 
in these tw:> groups already 

receive health care, the Cost 
of it adderl to the premiums of 
those who do have irururance. 

There is no savings by putting 
peOple on payroll as irrlepender 
contractors or by hiring rrore n 
'WOrkers. to avoid fringe benefit 

Why should e!lployers and euployees sh2lre Erenium costs equally? So roth will be equally. P1teresterl in reducing: Eremium costs! 
Why should there be snall derluctibles for all medical care? . When it is entirely FREE, auployees likely to over-use, increaserlom 

*
THE lAST THING WE WANT IS A HUGE GOJERNMENT Bt:JRFAUc::RM:Y ATl'EMPTnK; 'IO :tvWIDlI.TE COSTS. '!HIS SIMPLY WILL NO!' \-\ORK!' BUIlD IN THE 
PROPER INCENTIVES AND DISINCENTIVES AND MARKET FORCES WILL KEEP COSTS IN LINE. -'" 

http:tvWIDlI.TE


RE: THE HEALTH CARE REFORM ESSAYS WHICH FOLLOW 

The attached s.eries of health care reform essays were 
published, one each week, in the local newspaper--or 
are to be pubiished during the next few weeks . 

.Since only one per week is published, it is often 
necessary to repeat basic facts/data to refresh the 
readers' memory~ Whereever practical, I have removed 
the duplicated passages, resulting in blank spaces 
here and there in the essays. 

The headings were added. by the newspaper. ,They are 
sometimes more titillatirig than accurate. 

Most of the essays include,·· near the end, a "call 
to a:r:ms" urging the readers/voters· to call/write their 
Congressmen stressing the need for action on health 
care reform this year. . 

Please do not take my adverse comments concerning 
"do-nothing" Congresses personally. It is an irrefutable 
fact that previous Congresses should have solved our 
health care problems long ago--and long before they 
reached the present crisis proportions. 

An equally irrefutable 'fact is that the general public 
has a low opinion 'of the US Congress. Poll aftet poll 
indicates confidence ratings of around 20%--the lowest 
within memory. If health care reform and ,other equally 
important domestic problems are not addressed-~and 
solved--this year, the voters may "clean out the barn" 
iri the November elections--continuing a job began in 
the 1992 elections. 

A goodcomprehensive national health .care reform act, 
effective in 1995, would do much to "calm the natives", 
restore confidence in Congress, perhaps prevent whole- ' 
sale replacem~nt of Congressmen--both good and bad (un
fortunatelyt)by irate voters in the November elections. 

The voters are definitely in an ugly mood! They want 
results--not rhetoric •. They want substantive measures-
not watered-down versions. They want positive action-
not posturing. They want Congressmen who are statesmen, 
6oncernedabout the next generation--not politicians, 
concerned only about the next election! 

But, most of all, they want Congressmen who have the 
common sense to know what should be done, the courage 
to resist PAC pressures and money--and do it! 
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Monday, March 21, 2,994Commentary 
Health-care crisis: Real or imaginary? 

by 'lbomas Palne'JV* 
Do we have a· health care crisis? . 
Many members of Congress would 

have you believe that we do not. Those 
who say we. have no health care crisis 
are, in many instances, the same con
gressmen who say that a $5 trillion 
. national debt and $300 billion an
nual deficits do not represent a financial 
crisis. . 

To admit that we have a crisis is to ad
mit that they have not been doing their 
jobs- solving the nation's problems be
fore they reach crisis proportions. 

The facts speak for themselves. We 
spend 56 percent more for partial health 
care coverage for only 85 percent of our 
people than other industrialized nations. 
pay for full coverage for 100 peroont of 
their people (14 perCent of GDP vs. 9 per
oont of GDP). 

Thirty-ejght million people have no in
surance and another 20 million have no 
insurance at some time during the year. 

Eighty-one million people with pre
existing oonditions cannot get insurance 
or pay higher premiums. 

Millions risk loss of insurance due to 
pre-existing conditions worsening, get,. 
tingsick, changing jobs, losing their jobs, 
becoming high risk and thus 
uninsurable. . 

Seventy-five percent ofall policies con-' 
tain lifetime Umit provisions in the fine 
print In 1993, we paid $940 billion for 
partial coverage for 85 percent of the pe0

ple. Costs of health care are increasing by 
12 percent per year. In 1994, health care 
costs will exceed $1 trillion, more than 15 

Guest 
Column 

percent of ODP (Oross Domestic 
Production). 

Reform our health-care system? We 
don't have a health-care system. What 
we have is a "sick care" system. 

Less than 1 percent of the $940 billion 
is spent on wel1-care and preventive care. 
Less than 40 peroont of our 2-year-olds 

. have been immunized (more than 90 per
. cent in other countries!) more than 20· 

other nations have lower infant mortality 

rates;. 50 percent of all premature deaths 


. are due to preventable or curable medical 

problems: 

Teeli-agepregnancies cost us $28 bil
lion per year; drug and alcohol problems, 
$110 billion; gunShot wounds, other vio
lence, $80 billion per year. 

Contagious, deadly diseases (TB, 
AIDS, others) are spreading rapidly due 
to failure to follow routine isolation and 
treatment procedures, education, pre
ventive care. 

Why are we paying 56 percent more 
than other nations for partial ooverage 
for 85 percent of our people? The major 
reasons are, l)sick care instead of pre
ventive care, 2)failure to consolidate our 
buying power to reduce insurance pre
miwns, 3)incompetent management of 
health.:care facilities, 4)no control over 
malpractice abuses by ambulance-

chasing lawyers, 5)exorbitant charges for 
drugs. for medical equipment, for sup
pUes and, 6)variouS and sundry "scams" 
engaged in by virtually everyone in
volved in providing health care. 

Despite the exorbitant (;9st of health 
care, we do not have complete health 
care. Prescription drugs, long-term care, 
nursing home care, mental health care 
and virtuallyalJ preventive care are not 
covered. 

The problems with our' health-<:are 
non-system did not happen ovemight. 
They began to develop 30 years ago and 
were ignored by Congress until the prob
lems increased to crisis proportions. 

And, unless we insist upon it, the pre
sent Congress win fail to act or, if they do 
act, pass a watered-down version of 
health care reform that wiU"'calm the na
tives" but do nothing to provide complete 
and permanent solutions to the health 
care crisis, in America today. 

Billions of dollars from thousands of 
PAC groups are already flowing into 
Washington to members of Congress, 
many of whom are for sale to the highest 
bidder. 

The only weapon we, as citizens, have 
to combat these PAC billions is the ballot 
box. 

And, if substantive heaHh care refonn 
is not enacted this year, we should use it 
in November! 

Thomas Paine IV is t\Je pen name 
ofC.M. Farmer. a local resident, who 
is writing a book-length sequel to 
Thomas Paine's 1776 pamphlet, 
Common Sense. . 



Monday, March 28, 19~, 

Can we afford universal coverage? 

by 1bomas Paine ~. 
In 1992, Americans spent $940 billion, 

14 percent of our Gross Domestic Pr0
duct, for health care coverage for 85 per
cent of the people. Fifteen percent (15 
percent) of the total population, 38 mil
lion people, had no insUrance, and mil; 
lions more were under-insured. 

Every other industrialized nation pro
vides basic health care coverage to every 
citizen - 100 percent ofthe total popula-

Guest 

Column 


involved in providing health care and in 
. supplying health-care facilities with 
equipment, drugs and other supplies. 
Plus, federal and state governments for 

tion. And, the highest percentage ofGDPallowing them to get away with gross 
paid by any of them is 9 percent - 56 
percent less than we are paying to insure 

_. only. 85 percent of our. total population. 
Converted to dollars, this 56 percent. 

over.:cbarge represents $526 billion per 
year in excess c:harges! Add to this the 
cost to fully insure the 37 million unin
sured and the millions who are under-
insured and the total "rip-oft" of the 
American people is almost $750 billion 
314th trillion dollars - per year! 

What are the underlying root causes? 
The "Hogs have been feeding at the. 

health-care trough" for decades while 
"do-nothing" presidents and congresses
have looked the other way, lacking the 
courage to take on the many PACs, spe
cial interest groups and professions who 

are involved in this colossal rip-off of the 
American people. 

Who is responsible for this colossal 
scam? 

Virtually everyone, every company 

overcharges and huge exOO!?S profits. 
Another contributing factor is bad 

. -management' of --health-care facilities, 
which is the second worst-managed 
~orindustry iil the country. Second 
only to government-run enterprises! 
businesses. 

Who are the ~or players? Federal 
and state governments, 1,500-plus insur
anoo companies, the legal profession, the 
medical profession, administrative man
agement people, the drug companies, 
medical equipment and supply manufac>
turers and distributors, service compa
nies and the dozens of PACs represent

ing these groups (AMA, ABA, NAM, etc.) 
contributing millions in campaign contri
butions (bribes) to maintain the status 

qUhch of these nuijor players is getting 
his fair share (or more) of the huge 
health-care pie. Modem "gold-diggers," 
they get the gold; everyone else gets the 
shaft! 

Can we afford universa1 'hea1th-car . 
coverage? Yes. If substantive heal th G\I 

reforms are implemented, we can jW 

vide coverage for everyone at less CI L 

than we now pay for coverage for 85 pc I 
cent of the people. 

In fact, if we stop the hogs from I(!" 
ing, cut out all or most of the "fat:~ eli Ii:' 
nate pork barrel projects of the pol it. 
cians, implement professiona1 manag' 
ment and procurement practices, w 
should be able to provide full health-car; 
coverage for everyone for no more than :. 
percent of GDP .....;. the most paid by an ." 
other industrialized nation for univer~;: 
health care. 

My qualifications for evaluatill; 
health care: More than ItO years (" 
health-care experience in my inimediak 
family including administration, pur 
chasing, nursing, financial counseling oi 
health care facilities and the study of eC0 
nomics in college, hospitaJ administrn 
tion in graduate school. 

In future guest columns, we will dis 
cuss how each ofthe ~or players in t.h< 
health care industry is operating his own 
scam and what can be done to stop them. 

And, we win compare the pros an(i 

cons of the various health-care refonT, 
proposa1s being debated in Congress. 

*Thomas Paine N is the pen name 0/ 
C.M Farmer, a lOcal resident, who L, 
writing a book-length sequel to Thomas 
Paine's 1776 pamphlet, Common Sense. 



Monday, May 2, 199 .Commentary 
Health care and insurance firms 


pays 2 percent while we pay 17 perrell! 
for administrotive costs - 15 percentGnestToday we pay 56 perCent more for in- . less than we pay now. 

complete health coverage than other in- Incidentally, ·...Me discussing health C I· 
dustrialized nations pay for full coverage . 0 nmn care with friends in a l£xiJlgton restaur
for all their people. We're paying more ant., a man at the next t.:1ble overheard U~ 
and gettine less. and broke in to tell us that he was from 

Health care costs are increasing at 12 anee companies nationwide. Canada. that their health care s)·st..ml 
percent peryear, over three times the an- How did they accumulate trillions of ~ves them complete 1)(,,,,'1ce of mi nd and 
nual inflation rate. In 1993, total health dollnrs in flssets? By overcharging every- Ihnt thr..\' T{'('r.ivp I~(\()d ):(,Tyic(' f1w l1:ul 
care costs exceeded $1 trillion. Ifnothing one -,- except the very largest companies ml\ior he"art surgt!Ty last yeml,Il1ey could 
is done, costB will double to $2 trillion by and the U.S. government - for insur- use any doctoror lUlY mooiec'll f.1cility ii' 
1999! . anee and "cherry-picking" (insuring only the COWltry, and they were satisfied with 

Despite such ~us costs, almost . those with .minimal risk), are all man- their single payer wliversal health-carc 
40 million people have no insurance ners ofdisreputable business practices to plan. Quite a contrast from the propu· 
coverage whatsoever; and more than 45 add even more to their excess profits.' ganda of the' insurance companies nnd 
milljon people with insurance wiD loose it Consumers Union has done numerous the media! 
for one reaaon:or another witJilii:the nexireportsonthe insurance industry. Their Congressman .Jim McDemlolt h;lS 

. yea r '- either tempora ri Iy or ,conclusion: Either intentionally or other- submitted a single payer h(,,,.1lth ('nn' 
permanently. wise, insurance compru1ies and theirrep- proposal IIH 1200. For n copy Glil 

Those who do have insuranee have resentatives grossly misrepresent the ac- 202-225-3106. HR 1200, cosponsored by 
only partial coverage. They have no pre- tual coverages and exclusions of virtually 91 other congressnu~n. provides for full 
scription drugs, no ~existing condi- every policy they sell. CU shoppers con· coverage for everyone by Jan. I, 19%. 
tiona, no preventive care, no portability, tacted companies and agents anonym- and many other desirable features. 
no long-term care, or no guarantee that ously - nationwide· - and published The next best way to ('.(lntrol insuTnnc,· 
they will always have health care . data to support their conclusions. Insur· costs is to set up large buying pools (pur· 
coverage. anee companies are "ripping off' virtually chasing coops); then to define a specific 

Individuals, small and medium-sized everyone.. (Consumer Reports August basic benefits package to any and all in· 
businesses, unable to negotiate sUCCess- 1993 pg. 525-534, available at the public surance companies: . 
fully With the huge multi-billion dollar library.) Competition for the business will 
insurance companies, are paying exorbit- Nowhere is this more evident than in bring down costs and keep them down. 
ant insurance premiums for limited the health-care industry. Insurance com- Such purchasing coops will work only if 
coverage. panies are one of the "hogs feeding at the they are administered by profesSionals; 

Only the very largest companies in the health..-:are trough" - a major player in not pOlitical appointees of government 
COWltry and the U.S. government have the health care shell game. bureaucrats. 
the buying power to negotiate good 'How do we bring insurance costs down Insurance companies are spending 
prices. to the levels they should be? Control or millions on fancy TV commercials and in 

Everyone else is making huge contri- eliminate them from the health-care in· campaign contributions to bribe U.S. con
butions to the excess profits of the major dustry. A. single payor system is the one . gressmen which is all to prevent hea:'.h
insurance companies. If you doubt this, sure way to get them out of the game; care reform from reducing their E'.xr.es~' 
consider the assets· of just four of the once and for all. . profits. . 
1,500 companies in the country: Hart- It has been estimated by' reputable We must eliminate or control them, if 
ford. $61. billion in assets; Travelers, peOple that the savings from a single we are to ever be able to afford health 
$101 billion; Prudential, $218 billion; payer system of health care would save care for everyone. Call or write your con" 
MetroJife, $1,205 billion! enough money to pay for complete cover- gressman. l£t him know you expect til 

Added together, their total assets are· age for everyone; including those who . support health·care reform this year. 
more than· $1V. trillion - an amount don't have any insurance at all. The sav- VJ'homas Paine N is the pen name Il! 
equal to the eritire 1994 budget ofthe fed- ings in administrative costs alone would c.M. Farmer, a local resident, who t.... 
eral government! And, these are the as- be $150 billion per year. writing a full·length sequel to Thonws 
sets of only four of a total of 1,500 msur-. Canada, with a single payer system, Paine's 1776 pamphlet, Common &1l_'><' 
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Mm'lO-LIFE FINED $20 MILLIOO BY NAIC 
by '.lb:lnas Paine' IV 

Recently, the t:ational Association of Insurance 
Ccmnissioners fined Metro-Life 20 million dollars 
for engaging in misleading sales practices. 

Metro-Ufe admitted that its Tampa office 
nailed Sales solicitations nationwide which des
cribed its life' insurame as a retirerent savings 
plan, without ooce trentioning the word "insurarce". 
Further, that ~Etro-Life instructed its sales agents 
to avoid using the tenn "insurame", that carpany 
sales literature nade no reference to insurame, 
that insurance praniums -were referred to as "deposits" 
and insurance p:>licies referred to as "inves'bnents". 

'ltle big 'difference between life insurance and re
tirarentsavings plans.is that, for the rrost part, 
insurance. payments go toward the death b:mefit while. 
savings plan payments go toward a retirement nestegg. 

In ad:Ution to the $20 million fine, Met-Life agreed 
to refl.n1d up to 76 million dollars to over 60,000 
people in 44 states who were "duped" by Metro-Life's 
misleading sales practices. 

According to John calagna, spokesman for New York 
insurance regulators, "M=t-Life isn't the only a:mpany 
misrepresenting its insurance prooucts to the public." 
Consumers Union discovered widespread ablses when it 
sent out scores of anonym:>us sooppers for insurance. 

(See August, 1993 issue of Consurrer Reports, in the library) 
The single incident described arove is only the "tip 

of the iceberg"! The 1500 insurance a:::nparu.es selling 
health insurance are "ripping off" the .Arrerican people 
and American businesses for billions each year--perhaps 
as much as 25% of the one trilliondollars per year now 
spent on inadeqUate, incx:mplete health care coverage. 

There is only one way to curb or eliminate these wide
spread al:uses of power--managed CC11'petition. with managed 
CC11'petition, rrarket forces(supply and demand, direct 
CC11'petition), IDr governnent, control prices. (Another 
frequenUy-m:mtioned option is a single payer (govenunent
controlledjrnanaged) system. But, based on ~ badly the 
government manages other businesses, it would probably 
manage health so badly that it would cost even rrore!) 

Managed cx:Jll)etition, an elE!1'leI1t of the Clinton plan, 
provides for hu:;e mandatory buying cooperatives, staffed 
by purchasing professionals (contrary to the Clinton plan), 
specific, cooprehensive benefits packages, canpetitively 
bid and negotiated to/with rrany insurance a:mpanies. This 
is the only way to force insurance ccrnpanies to provide 
adE;!qUate coverages at reasonable prices. The indiv.tdual, 
the. snall group, .the small/medium-sized business does not 
have any chance whatsoever pitted against the billion dol
lar insurance ccrnpanies. Small businesses now pay 35% too 
much; irrlividUiils pay even rrore in excess charges. 

A working example of managed cx:mpetition is the California 
.Public Employees Retirerrent System(CALPERS)which purchases 

http:a:::nparu.es
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,health insurance for over a million public anployees, 
retfrees ani their dependents. 

In the past three years, CALPERS has saved its rremb.:rs 
over 500 million dollars in rErl~Erl health care preniuns. 
And, in 1994, CALPERS already-lCM preni.ums were reduced 
by 1.1% while others faced an 8% increase in premiuns! 

CALPERS'Tan Elkins says, fllf you want to pay lCM prices 
for focrl, you join a focrl coop and 00y focrl by the case. 
Why not do the sarre thing when buying health insurance? For 
years, insurance, a::xrpan.ies \<,QuId' tell us how much of an 
increase they wanted and we \<,Quld say, "]):) you want cash 
or will you accept a ch£::dc?" NJow, we tell than what we're 
prepared to pay, what services we expect in return. 

What makes this possible?' '!he canbinErl purchasing ~r 
of a million CAIPERS nanbers} professional buying pract,... 
ices. standard benefits packages (CAIPERS has 24!) and 
CCJtI)etitive bidding/negotiating fran a position of strength. 

The I::ottan line, ~ys Elkins, is that we provide lOIN"
cost affordable health care for everyone. "Its amazing 
what you can get~-if you ask for it!" I agree. As purch
asing director for a' major nEdical center, workiD;J closely 
with an area-wide purchasiD;J coop, I saved 29% on annual 
purchases of $20 million dollars. Insurance purchasing coops, 
if large enough and professionallY'"'1T1aI1aged, soould be able 
to r€duce insurance costs by 25 to 40 percent. Anything 
you hear to the contrary is probably insurance PAC propaganda! 
Or fran politicians interested only in keeping the millions 
of PAC dollars flowing into Washington by maintaining the 
status quo! Call/write your Congressrnan--to:1ay! 

Thcmas Paine, rv is the pen name of C .M. Fanrer I a local 
resident, who is writirg a lxx:>k-length sequel to Thams 
Paine's 1776 panphlet, eam-on Sense. 
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Commental1 ~ay,Apnr2S, 1994 

Another health~are ripoff: t>B.'-lf$
-. , . .... 

.., THOMAS PAINE IV* 

The "hogs are feeding at the healtJi Guest 
h-"~~ ,care w .......... 


In 1993, we paid more than $1 trillion 

for partiaJ coverage of 85 percent of our 
 Column· 
people - far more than any other indust
riaJized Dation paid for full cov~ of and prescription drugs. The prices of 
100 percent of their people. many drugs are so high that even the 

About 110 pe~t more than the well-to-do cannot easily afford them. 
Netherlands, 78 percent more than Ger- Drug companies try to explain away 
many, 74 pen:ent more than Japan, 56 their eJ(orbitant prices by citing high 

~;:::::;:~m;tc!"~d ~'::,:en~'~ir:h!~:~:r!!: 
.less? Because virtually every person, ev- . reasOn for: the averpri~ of prescription 
ery company. every profession that sup- drugs. . 
,plies goods and services to health-care fa- To maintain the status quo, drug com
cilities is "feeding at the trough" and rip- pany political action committees funnel 
ping oft'the American people for billions millions in "blood money" (literally!) to 
each year. members of' the House and Senate in 
. A trillion dollars a year is more' than campajgn contributions (bribes). For de

enough money to provide full coverage. cades, they have "bought" enough mem
for aJI of our people. We don't need more bers of Congress to prevent passage of 
taxes, more ,avemment subsidies, more meaningful reform laws. ' 
.employertempJoyee contributions. . Political pressure form disgruntled 

VIe do need a complete averhaul of the voters may force the Congress to reform 
entJre health-care non-system which in- the health-care system this year. If so, 
eludes federal regulations that will stop these are the regulations needed to re
the hogs from feeding at the heaJth-care . duce drug prices and drug company pro-
trough. . fits to reasonable levels: 
. In this week's essay, we tum our at L No American-made drug may betention to the suppliers of prescription sold in a foreign country at a: Jowerdrugs. American companies routinely wholesale price than in America.charge Americans more for drugs than 

they charge foreign citizens for the same 2. Drug cOmPanies suspected rl aver

identical drugs - 'oft:.en as much as 	 charging will be audited by the Food and 

Drug Administration and. if guilty.1,200-1,500 percent more! 
prosecuted.. Prescripti~ drugs aave lives - for 

,those able to afford them. Exorbitantly 3. Drug companies found guilty of 
.priced drugs take lives. The lives of those price-fixing or excessively high profits 

shall be fined five times the 8mOWlt of'unabJe to afford them. It is ironic, but 
the "scam" as pWlitive damages. The mo-'true, that drug cmnpanies, by avercluug. 
ney collected to be added to the healthing Americans and Wlderdla:rging foreig~ 
care budgetnm, are killing Americans while saving 

the lives of foreigners! 	 4. In determining fair prices, R&D 
Seventy-eight million Americans do costs shaD not be considered as a manu

not have insurance coverage that pr0- factming cost. 
vides for prescription c:lrup. The victims 5. Instead of funding future R&D, 
for the gross overdla:rging by drug com- . which mayor may not produce useful 
panies are elderly. the underemploYed, new drugs, the goveinment ahaDrepay 
the poor, the homeless - all those living companies for successfully completed 
below poverty-level incomes. R&D, which has produced new drugs. 

Vu1nerab1e and defenseless, they are Such reimbursement to be at three times 

reimbursed. 
6. New drug manufacturing processes 

then shaD be declared community prop
erty. Rights to produce the new drugs gi
ven to all drug companies. 'Ibis will eli
minate propriety rights (monopolies) 
that make it possible for a company to 
charge whatever it wishes to charge for 
its own propriety drugs. Competition be
tween companies will reduce prices. 
, All patients shall be informed. by doc

tors, by pharmacists, drug companies of 
the generic equivaJents ofaJI brand name 

· drugs. Th~ 'p8tierlt theri can 'make an iri~ . 
formed decision as to generic drugs at 
lower cost versus brand name drugs at 
much higher c:ost.. 

Every purchasing professional knows 
that the more you buy, the less you pay. 
The more purchasing power you have, 
the leu you pay. Therefore, large pur
chasing coops are essential to getting 
good prices. Such coops should be staffed 
by experienced professionaJs, not bureau
crats or political appointees. Participa
tion in purchasing coops should be man
datory, not voluntary, for aJI health-care 
facilities. 

Everything the hospital buys should 
be on contrnct.s and price agreements ne
,OOated by the coop. The individual 

· health-care facility is toO small and has 
too little buying power to negotiate suc
cessfully with large manufacturers. sup
pliers, drug companies and insurance 
companies. 

Price-fixing and exorbitant pricing 
that is too widespread, rampant,m
trenched, to be controlled by the purchas
ing coops should be regulated by the gov
ernment .and violators prosecuted 
vigorouSly. 

If we stop the "bogs from feeding,"we 
can provide complete health care cover

· age for everyone at less cost than we now 
pay for partial care for 85 percent of the 
.people. 

Patching up the present health-eare 
system wiD not do the job. Complete re

· form is absolutely essential. CaJl'write 
.your congressmen. Demand complete re
form in 1994 - and accept nothing less! 

"Thomas Paine IV is the pen name of 
easy prey for the huge drug companies. . actual R&D.cost to provide incentive for C.M Farmer, a local resident, who is 
Exorbitant drug prices force these vic . drug companies to invest in R&D, some writing a book-length sequel to Thomas 
tims to choose between food and shelter of it not successful, therefore, not Paine's 1776 pamphlet, (,tVnmnn. •~nse. 
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Focusing on the medical. staff 
by THOMAS PAINE IV· 	 expensive health-au'e System in the 

world. And removing the medical sU1ft' 
In Ameriai, we are spending 14 per-,. from the "feeding trough" will bring our 

cent mom' Grou Domestic Product for hewth costs down by a substantial 
GuestColumn 

partiw health care coveraee for only 85 	 amount. 
percent mthe populat.ion. 	 , Another factor that increases the med-

No otheT industrialized nation pays ical staff costs is the severe sbortageof 
more than 9 -t of GDP for FULL more than doubling the projected cost of pleral practitioners. Demand exceeds 
coverage for roii'~ mits popula- Medicare and Medicaid during the past supply thus increasing costs. 
tion. We pay 66.........-.t too much! 20 years. In 1993,42.500 students applied for 

......-.. 	 5) American Medical Association PoUt- the 16,000 slots ill the nation's 126 medi
.Why?, Because the hogs are feeding, ical Action Committees fuMel millions of cal schools. 

big time, at the health care trough! 'Ibis d 11' , 'b .
includes jt¢ about everyone, every com- o. ars In, campaIgn contrl utlons 'The Congress should take steps to 

- pany providing either supplies or sel'_~nbes) .to m~rs of ~ongress wI double.or triple the numberoffmnily doc-
vices to health care f,cilities, mmed at preventing meaningfu1 reform tors graduated each year, Years ago. 

Like the other nu\;or players in tlie-of the ament h~th ~ non-system. government-subsidiz&:l A & M colleges 
huge billion-doUar-per-year health care 6) Cozy,lucrative, infonnal arrange- were established, graduated well-trained 
"scam.~ the members of the medical staff m~ts with health ~re 8Upp~iers (drugs, farmers, resulting in American fanners 
have developed, over time, their .own un- ~wpment, ~suppbes) proVlde doctors becoming the most productive in the 
ique and imaginative ways to share in WIth expenSIve free fringe benefits - world. 
the spoils ofa non-system gone awry and va~tions, lavish parti~s, ,free g~s, etc. A similar program should be estab
out of control - m return for specifying then' over- lished' to train family doctors. Additional 

Some of their more 1ucr8tive scams priced goods and services for use in medical schools, low-cost tuition loans. 
are: ' health care facilities. family practice curriCulum, commitment 

1) Unnecessary operations, prOte-" ' 7) The fai1ure of doctors to practice mgradUates to retum to home town gen
duree, tests. StudieS have shown that preventive medicine increases health eraJ practice for a specified number of 
more than 300,000 wmeoessary opera- care costs. Preventive medicine, which years in return for financial assistance. 
tions are performed each year, resulting reduces costs (inCome for doctors), is not EssentiaJ core b.uriness and manage-
in tens of thousands of deaths from un- in their best interest. And, has been ment courses should be added as re

, necessary 8Ul'Btry. This practice beean largely neg1ectedlignored by doctors for quired study in all medical schools. This 
years ago with tonsillectomies, prog- decades. Studies show that 70 percent of would prepare doctors for an active and 
re:ssed to hysterectomies and, today, to aU serious illnesses are caused by dis- effective role in IJl8Il8geDlent - not only 

:' bypass heart lIW"gery costing tens of eases that are preventable. Eight of ev- , in health-care facilities. but in their pri
, thousands of dollars per patient. ery nine deaths are premature and vate practice as well, 

2) Protectipnofincompetalt doctors by preventable. While many mour doctors engage in 
! other doctors who "take care of their 8) Many doctors, competentin the field none mthe eight health care scams listed 
, own." It is virtually i:mpos8lble to ,remove ofmedicine but with little or no m.anage- above, those who do add billions to an

inoompetent doctors from the medical ment training, inject themselves into nuaJ bea1th care costs. 
" staff. Incompetent d.octors illa-ease costs management of health care facilities. A These 'bad apples in the barrel" are a 
.j while inflicting pain, suffering, even role for which they i:ae ill-prepared - discredit to the profession To protect the 

death upon their hapless patients. And, and with predictable results. Higher reputation' of their noble profession, 
r "this continues year after year, costs and bad mariagement. reputable doctors shoUld not hesitate to 
, 3) ed health . Any meaningful health-care reform JO'ill others ill their efforts to rid the n-rn.T'\_.-6_t, UIJ!,;W(-own care servtce enacted bv the ConD"Mtls should address 	 1" ~ 

-nAnies proVl'de ........:....... (lab x-v 0; "'Ilt"-	 tession ofthese professional scam artists . 

.........r-- ...,. .......... '-' ..0;' these prob~ems and coriect them. Few, if 
emergency room, home health care) to any, ofthem are addressed in the reform "1'hom.a8 Paine N is tlu! pen name of 
health care fao1ities at exorbitant costs·' plans I have reviewed thus far. CM Fanner, a lccal resident, who is 

, raking off billions in excess profits. Mostly, we are reminded that we have writing a book-length tJeqlU!1 to Thomas 
! 4) Medicare and Medicaid scams ofev- "the besthealth care in the world." While Paine's origirwJ 1776pamphlet, Common 
~ ery imaginable kind have resulted in this may be true, we W80 have the most 'sense, 

':J"~t .~_.~ J.'.', .•••".' 	 '.:"<,'t, .. ,.,,.:1 	 ,.".11.1" , ,.f' .. ,:...,-~ ~ ,.,' .~ 
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I.AWYERs: AIDI'HER .PrAYER IN 'mE HEALTH CARE· GAME 
by Thanas Paine TV 

. 
, . 

. .' 

The United States has the rrost lawyers per 
100,000 };XJPUlation of any nation in the 'WOrld, 
and t:b:Jusands rrore are being added each year. 

Chief Justice warren Burger predicted, over 
20 years ago,that if ~ continued adding to 
the lawyer pool at the sarre rate,the 1:.IDusands 
of excess.. lawyers ''WOuld descend. upon the Jlmeri
can people "like' a plague of locustsft. . His pre
dictiOn has now becxI1:e a reality! 

Forbes ,magazine reported last year that tort 
cases (damage lawsuits) cost constm:ers over 300 
billion.dollars per year in higher prices paid 
for goods and services. Higher prices l'I'Ii!rle 
necessary by legal fees, higher insurance fees 
am payment of awards by the Courts. 

'lhl.s. "plague" is· nowhere rrore evident than 
in the health care field where "ambulance-chaser~" 
are, rrore often thm not, lawyers instead 6f 
newspaper reporters, as in the past• 

.In 1992, the legal profession added over 29 
billion dollars in damage awards alone to the 
cost of health care in the United states. Jldd 
to that the .skyrccketing rralpractice insurance 
premiums and the extra tests and other procedures 
being done by doctors to protect thenselves fran 
possl.ble malpractice suits and the total is ~ll 
over 100 billion .dollars per year!,' 

Arrl, the cqsts continue to increase each year. 
In 1987, damage a\'ards ~ 16 hilliondollars, 
increasing to 29 billion dollars by 1992-an 
increase of 81% in just five years! 

lawyers are another of the many "hcqs feed.ing 
at the health care trough". A major contril:xltot 
to the extra 56% Jlmericans pay for partial health 
care for 85% of the population, as ~ to 
what other irrlustrialized nations pay for full 
coverage for 100% of the population. 

'lbrt refonn, including malpractice lawsuits 
and damage' awardS refonns, are long overdue. 
As a first step., malpractice award guidelines,' 
similar to the sentencing guidelines already in 
use in criminal cases, should be fonnulated and 
put into use. ' 



·1' 

. Malpractice awards should be llinited to the 

actualnedical expenses, the actual loss of 
inccm: by the patient, legal fees of no rrore 
than 25% of nedical expenses am loss of in
cane . caribined. Awards for pain and suffering 
.should be given to the patient~ awards for pun
itive damages added to the health care bu:lget. 
Sa~ndly, a Small Claims Court, similar to 

the Small Claims Courts now'use:l for civil 
suits, should J::e set up to· handle all claims 
of $10,000 or less. This l\Olld reduce court 
tine' and prevent minor cases fran cluttering 
up the regular court sys~. ~lly iItport
ant", a Small Cl?rims Court would disoourage 
over-zealous lawyers fran esculatin;J these. 
snail cases into million dollar cases. 

The AMA (Axrerican Medic.aI Association) recan
trended six changes in the way malpractice suits 
are handled. ('!he Clinton Plan inclu3.es five 
of these six :recamerrlcitions--butno caps on 
total awards) 

The changes xecx:nmanded a1:x:we plus tb::>se 
xecx:nmanded by. the lIMA \J.Ould do IlllX:h to dampen 
the enthusiasm of ambulance-chasing lawyers; 
The number of frivolous suits \J.Ould J::e reduced, 
awards for serious suits reduced, malpractice 
insurance premiums .re1u::ed, unnecessary tests 
and procedures no longer performed' as pro
tection against possible malpractice suits. 

The various legal PACe will,of coorse, 
spend millions in an att.e1pt to prevent any 
IOOa11ingful malpractice refonns. Since the 
President,. the First Lady, the Vice President 
and a majority of the rrenbers of Congress are 
lawyers, these PACs will undoubtedly receive 
a "synpathetic ear" in washington! 

Only an aroused, angry electorate (YOO, tie 

and millions of others!) can pressure the 
nanbers of cOngress to do ~t must J::e done. 
We have one strong -weapon the PACs don't 
have. We can thtow the bums out of office 
iri November, if they don't enact substantive 
health care refOIms this year! 

The Congress is neM \J.Orking through the 
various health care refoIrn proposals. The 
PACe-all of then-are busy trying to brain
wash everyone into J::elieving refonns are 
not needed. ret your voice J::e heard! call 
or·write your Congressnen :irmediately. 

Tharas paine IV is the pen narre of C.M. Farrrer, 
a local resident, who is writing a l::ook~length 
seqUel to 'lb:mas Paine I s 1776 pamphlet, Camon 
Sense. 
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BAD MANAGEMENT: ANOTHER HEALTH CARE CRISIS 
by Thomas Paine IV· 

Bad management is another of the many 
underlying root causes of high health care 
costs in America today--s6% higher costs 
for pa+tial coverage for 85% of the people 
than other countries pay for full coverage 
for 100% of their people. 

What causes bad management? Hard work, 
low·pay,incompetent people. Manaqement 

. pay scales iri the. health care industry 
are less than half as high as for equival
ent positions in industry. Good people 
go where the money is--and the good man
agement.salaries are NOT in health care. 

In addition. to the. low pay, management 
of a health care facility is hard work. 
There are no clear lines of authority and· 
responsibility, as in an ordinary business. 
Medical and nursing personnel, with little 
or no management training/expertise~ inject 
themselves into management decision-making.' 
creating havoc . within the facility, ·they 
often succeed in intimidating the manage
ment staff to such an extent that generally
acdepted management principles are aban
doned to keep the.medical/nursing staff 
off their backs, assuage their giant egos. 

A frequently-expressed comment in manage
ment circles is that doctors consider them
selves to be. somewhere between man and God-
and closer to God. Heaven help the manage
merit petson who has the temerity to chal
lenge/question the management ability of a 
doctor! This, despite the fact that few 
have had any management training whatsoever. 

Due to the low pay, the hospital CEO with 
an MBA from:a top college is a rarity. Most 
have a Masters in Hospital Administration 
followed by a one-year internship--a course 
of study nowhere close to being equivalent 
to an MBA program at a top college. (I know 
this for certain, having studied Hospital 
Administration at a good college!) The emp
hasis is more toward learning "health care 
management" than upon general mana~ement. 
And, there is a world of difference between 
the two! 

Cost accounting and effective cost control 
are virtually non-existent. The perception 
is there; the performance, the result. are not. 
Often, when expenses exceed income, the room 
rates are simply increased enough to make up 
the difference. The method for e.tablishing 
the patient charge for a new procedure is to 
check what others are charging, select a price 
somewhere in the middle--neither higher nor 
lower. Annual budgeting is a "comedy of er
rors~ Three to six months of expensive time 



and effort by the CEO I CFO I PA and department 
managers preparing an annual budget with as 
much as a third of it in contingency funds 
for non-sp~cific purchases. Often l at the 
end of the year l no more than 25% of the total 
budget has been spent for what it was budgeted 
for. When, notices go out about the next year's 
budgetl everyone gets busy trying to spend any 
monies left in last year's budgetl whether they 
need the items or not! The rationale being that 
if you don't spent it all this year l yo~ won't 
get as much next year! 

The typical chief financial officer(CFO} has 
an under\sgraduate degree in Business or ~ccount
ing l but~NOT a CPA I as he should be. ThlS ex
olains the deficiencies described above. The 
iow pay scale makes it difficult to get a CPA. 

The typical purchasing agent is little more 
than a glorified storeroom clerk--accepting 
requisitions placing orders l checking in stock.I 

Professional purchasing practices are noticably 
absent. The PA usually reports to the CFO I not 
to the CEO I as in industry. Given his lack of 
training and his position in the "pecking order"l 
there is no way that the PA can do his job well. 
Even a well-trained PA has problems doing a good 
job. A full year of my time was wasted at the 
medical center in "friendly persuasion" and in 
organizing the department before we succeeded in 
saving 29% per year on $20 1 000 1 000 in purchases! 

, Other top management positions suffer from the 

same deficiencies the' same obstacles to good man
I 

agementl the same low paYI the same inadequately

trained management personnel. 


What can/should be done? Pay good managers 

what they are worth. Hire good, management people. 

Add more management courses to medical/nursing 

school curriculums l set up higher hiring stand

ards and adhere to them. Abandon present methodsi 

implement generally-accepted management I accounting I 

cost accounting l purchasing practices in all areas. 


One of the largest industries in the country-
over 1 trillion dollars per year--health care facil 
ities are perhaps the second-worst-managed businesses 
in the country. Second only to government operations. 

Health care costs are 50% higher than they should 

be for what we receive l and increasing at three 

times the .annual inflation rate. ' If any Fortune 

500 company was managed even half as badly I "he'ads 

would roll" immediately! 


ObviouslYI ba~~management is another major factor 

contributing toAhigh cost of health care in America. 


Thomas Paine IV is the pen name of C.M. Farmer I a 

local resident l who is writing a book-length sequel 

to Thomas Paine's 1776 pamphlet I Common Sense. 
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Monday, March 2.4,1994'Commentary 

Will Congress procrastinate? 
Every iDdustria1ized na.tion. except 

the United States, provides universaJ 
health care· for an of its citizens. 

The cost mthis universal health care 
is from 6· percent to 9 percent of the 
nation's Gross Domestic Product (GDP). 

In America. we are Paina' 14 percent of 
GDP, $940 1n11ion per year, for health 
care for 85 percent of our people. We pay
from 56 percent to 89 percent more for 

I 
health care for 85 percent of our peop e 
than other nations pay for 100 peromt of 
their people! In America. 15 percent of 
the population, 38 million people, have 
no health care coverage, millions more· h Ith
do not have fUJI coverage, virtually none 
have security - riskir\i loss of coverage 
when chaneing jobs or it they have a 
serious mediCal problem. 

Despite the already exorbitant 'cost of 
health care in America. the costs con
tinue to skyrocket. Ifthe present trend is 
anowed to continue, the cost of health 
care will double by the year 2000, to 
$1.88 TRIUJON per year! And, the defi
ciencies of the. present system win 
remain. 

The present health care crisis is 
simply one more in a lOng list of serious 
social and economic problems that were 
creatad, neglected and/or ignored by the 
t4J)o Nothing" presidents and Congresses 
ofthe '8Os. This list includes a $4 tn1lion 
rUmonaJ debt, 300-plua billion per year 
deficits, a welfare system gone awry, 
millions homeless, under or unem
ployed, tens of thousands offamily farms 
bankruptedl80ld, an educational system 

Guest 

Column 

that doesn't educate. an AIDS epidemic


tube 

that an early-on rcu1osis-type prog
ram could have prevented, 200 million 

guns with no registration and controls, 

violent crime at its highest level ever _ 

and increasing, mega] drugs more read

ily available than presaiption drugs and 


an out-of-oontrol ea care system. 
The .Declaration of Independence 

states that, 'When any form of govern
ment becomes destructive, it is the right 

. of the, people to ,alter or abolish it." The 
taxes and duties imposed, in 1776, by the 
British government upon the Colonists 

. paJe in comparison to the miser, pain 
and suffering now being inflicted upon 
the American people by their own de
structive government! The time has 
come to "alter" or "abolish" it. . 

In 1992, the voters made a ,ood first 
step by electine' a new president, 14 new 
senators, 116 new representatives. But, 
the job is only ha,lf-done! In November, 
33 senators and all 435 House members 
must run for re-election - and the vot
en (YOU, ~ and everyone else!) - will 
have an opportunity to finish the job by 
removing several hundred more career 
politicians from office. . 

Majority rule is no longer to be found 

anywhere in the U.S. Congress, which is 
controlled by a few "Good Ole Boy" ca
reer politicians elected prior to 1976 ~ 
24 senators and 67 House members. 

This minority controlled the Congres
ses of the 'B0s 8'ld continues to control it 
today. To regain control of the Congress, 
we must "retire" the good ole boys who 
have outlived their usefulness - long 
ago! 

Any health care reform bill that they 
are forced by public opinion to pass this 
year will be "watered down," ineffective 
and expensive. The "best bill that money 
(PAC money!) can buy!" Medical, legal 
and insurance PACs will funnel millions 
in "mmpt\ign col\tlibution~" ~bl'ihn!\) h' 
buy the votes of those who control the 
Congress. 
. Only one thing has any hope of chang

ing this scenario: An avalanche of mil
lions of phone calls and letters to Con
gressmen - especially ,the ruling minor- . 
ity - threatening them with automatic 
retirement after the November elections 
if they continue to do nothing. 

The surest way to get results is to 
UN-elec:t several hundred members of 
. Congress, bring in new people to solve 
our many domestic problems. 

In future essays, underlying root 
causes of the health~e crisis, various 
reform plans proposed, recommended re
forms will be discussed. 
~ Paine IV.is the pen name of 

C.M. Farmer, a local resident, who i.s 
writing a book·length sequel to Thoma.s 
Paine's 1776 pamphlet, Common Sense. 



RE: 20 RULES FOR GOOD WRITING 

THIS SHOULID BE REQUI,RED READING FOR ALL GOVERNMENT 

REGULATION WRITERS! 

REQUIRED fvlEMORIZATION: #1, #2, #6" #7, #8, #14, #15, #18, #19! 

20 

rules 

for 


QQ9d· 

writing 


WRITER'S DIGEST SCHOOL , 

1. Prefer the plain word to 

the fancy. 


2. 	Prefer the familiar word to 

the unfamiliar. 


3. 	Prefer the Saxon word to 

the Romance. 


4. 	Prefer n'ouns and verbs to 

adjectives and adverbs. 


5. 	Prefer picture, nouns and 

action verbs. 


6. 	Never use a long word wher. ' 
a short one will do as well. 

7. 	Master the simple 

declarative sentence. 


8. 	 Prefer the simple sentence 

to the complicated. 


9. 	Vary your sentence length. 
10. 	Put the word,.s you want to 

emphasize at the beginlling 
or end of your sentence. 

11. 	Use the active voice. " 
12. Put statements in a 

positive form. 
13. 	Use short paragraphs. 
14. Cut needless words, 

sentences, and 
parag raphs. 

15. 	Use plain, conversational 
language. Write like 
you talk. 

16. Avoid ,imitation. Write in 
your natural style. 

17. Write clearly. 
18. Avoid gobbledygook 

. and jargon. 
19. Write to be understood, 

not to impress. 
20. 	Revise and rewrite. 

IMprovement is always 
possible. 
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Your concern. about qualification requlremen~. tor aupervilory
per.onnel under the Cl1nical L&borato&y Improvemen~ Amendment. 
CCLIA) regulation. are .imilar to tho.e voic.d by many other•• 
Over 55,000 comment. 011 perlonnel 1.,ue. were received during the 
50-day comment period following the publication of re;ulation. on 
lSuperv110r and hi;h complexity te.ting perlonnel. 

A8 you may know, the H.alth Care rinancing Adm1nl.~r.tlon (HerA) 
i. r ••ponaible tor managem.nt of the lurvey proce.. for 
laboratorie.. In any new program a. 1lrq. and compl.x a. eLlA, 
there Will be impl..entation problem. that need to ~e ICCres.ad 
a. they ari.e. The Interpretation ot the regulatory requirement.
regarding aoademJc degr... and train1n; tor l.~oratory per.onnel 
vere loma of the .arlle.t problema and i ••ua. dealt wlth a. CLlA va. being lmplemented. 

In your letter you .aked about act1on. of the Clinical Ltilboratory
Improvement Advlsory Comml~te. (CLIAC) at a December, 19~3 
meeting. The primary function of the Committee i. to advi•• and 
make r.commenC.~lonl on tha technical and 'cilntlfic ·alpoct. of 
eLlA. At ~he December meeting, the commltt•• heard a .ummary of 
the comment. on the per.onnel ~.quir.m.nt. in the C~IA 
r.gul.t~onl and qenerally accepted tho.e oomment.. 8a.od on 
eomment. to the February, UU and January, 1993 regulationeand 
d.~.rmlnatlon. mad. by the CLIAC on thi. and. other 1.8UI., the 
Department will bl mak1ng further chang" to the rule., targeted
for publioation ln 1'94. 

~he ~urrent rule. on per.onnel qualification for general
lupervi.or. qualify individual. who have takln and pa••ed the KKS 
(HEW) technolog1.t proficiency exam and have .1x year. experience
.ubeequent to pa'ling the exam. If you have lucca••fully
completed thi. exam, under CLIA, you. would quaU.fy to ••rve a. a 
Qenoral lupervlaor . 

• 


re 
ation/deoartment 

not proficient 
will 

http:lupervi.or
http:quir.m.nt
http:ICCres.ad
http:managem.nt
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DEAR V.P. AL GORE: 

I recently read in my ASMT (American Society for Medical 
Technbl6gy) newslett~r that at the Dec i4th 1993 meeting on CLIA 
88, the grandfather cla~s19r general supervisors and.certain high 
technical testing was dlscardJ~_d. Is this what occurred? If yes, 

. I would have serous concerns --a-s to where you are getting your 
inforrna~ion about "this field and what kind of ethical background 
the committee is working with. 

No governmental recjUlatlon should be passed that would purposely 
and $eiectively eliminate j~~~ (most of which are over the age of 
40). Grandfather cla6ses are~~ommon place. The t~o main ways of 
becoming educated in a field or job, is formal education and the 
other is on the" jOb-. In the -medlcal--neld we -need" to talk about 
competency (the ability to run a test correctly) and proficiency 
(the abi Ii ty to ach i eve correct resu 1t s I. Ne i ther of these are 
possible within. the laboratory without on the job training and a 
few years of experience, re~ardless of the degrees. In my 30 years 
in this field I have seen things that have me convinced that 
attitude plays an important roll. I would rather have an "on the

• job" trained person with experience and a good attitude than a 
"formal educated" person with a so/so attitude. Don't get me wrong, 
my objective is always to hire a formal educated person with a good 
attitude and experience, but that is an administrative decision of 
common senSe and in no waY,needs to be regulated to us! 

By now I'm sure you have guessed that I am one of those people 
you arB trying to eliminate. Well I would like t,o give you a little 
back ground on myself. I was train as a Lab Tech. in the Army at 
Fort Sam Houston in 1966. Had one year of on the job training at 
Fort Leonard tiood Hospi tal in 66/67. went to Vietnam' for a year 
working at camp dispensaries. Finishing off my enlistment I worked 
at Fort Bliss Ar~y Hospital 68/69. All the time I was in the army 
I would spend extra hours working in the lab. Instrumentation was 
just starting and I loved this field. For the past 25 years I have 
worked for William Beaumont, Hospital Corporation. 11 years at their 
1000 bed hospital and 14 years at their 200 bed hospital. I have 
been the mi dn i ght superv i :;or for the past 10 years. I took and 
passed the HEW in 1977, and received an associate of arts degree 
just before 1 started raising my family 1976 ( both kids" are just 
a few years from starting college). 

In the March 1994 MLO magazine, page 82, there Is a panel 
responds to the question on who should put vJhat after their name 

• 	 (HEW, MT, CLS ) and why. ~hat makes this relevartt to what I am 
discussing \'Jith you is s'ome of the answers. Linda Blacklidge 
stated, "Even when HEH certification is considered equivalent to 
MT(ASCP" the initials NT can only be used by individuals who have 
graduated from an approved medical technology program, but there 
are many laboratorian without equivalent. qualifications who make 
significant lab contributions". Ted street feels many laboratorian 
demonstrate potential as high, if not higher, then some MT's. 

To sum this matter up (if possible). The Grandfather claus 
should· be in CLlA 88.' Whether you have no degree, ASSOCiate, 
Bachelors, or for that matter, a PH.D., if you are not proficient
;:'Inn .. 1' rnmnptpntrlt vour Do"ition the oraanization/deoartment v-lill 



remove you. CLIA 88 requires competency testing and that's great, 
but for the government to declare who should and should not work by 
definition is d1scriminatory. 

This subject and laboratory fi~ld is very near and dear to me. 
I would be willing to discuss with you any matter that would help 

. you In this or any other CLIA 88 regulation. 
Before closing I would like to explain that I have total 

responsibility in hiring for my shift. 1 haveS available MT 
positions and over the last ten years I have hired all MT (ASCP) 
except for 1 CLS (NCA) .. My staff is a great team that I'rnproud of. 
Why no HEW or other none MT personnel? Because like I said earlier 
"everything being equal, I will pick the-mQst qualified". As vwuld 
any supervisor and that is called respo"nsihle self management 
~ithout regulation !! 

THANK YOU . 

94--#.$~ 
JOHN W. GRIFFIN JOHN H. GRIFFIN/lab 
41855 HENSALL OR William Beaumont Hosp-Troy 
Clinton Twp., MI. 44201 Dequindre Rd. 

48038 Ttoy,MI. 48098-1198 

• 

• 
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Fiscal Analysis of 7.31.94 Plan 
07/31/94 
11:05 PM 

CR pool 500, NO MANDATE, no premium caps, abbreviated transition 

1995-1999 1995-2004 

Subsidies 246 601 

Medicare Savings (54) (250) 

Medicaid Savings .. (131) (518) 

State Medicaid MOE (85) (303) 

PHS/AHC/GME 28 88 

Long Term Care 5 ~ 48 

Medicare Drug 18 92 

Subsidy Administration * * 

Tobacco Tax . (28) (60) 

High Cost Plan Tax (3) (60) 

Net Other Revenues (32) (127) 

Net Deficit Effect (37) (489) DRAFT 
% OF POPULATION COVERED: 

1997-2000: 87-89% 
2001-2004: 86-88% 

.. > 
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Fiscal Analysis of 7.18.94 Plan 
. 07/31/94 

11:02 PM 

CR pool 500, NO MANDATE, no premium caps 

1995-1999 1995-2004 

Subsidies 300 885 

Medicare Savings (54) (250) 

Medicaid Savings (131 ) (518) 

State Medicaid MOE (85) (303) 

PHS/AHC/GME 29 91 

Long Term Care 5 48 

. Medicare Drug 18 92 

Subsidy Administration * * 

Tobacco Tax (28) (60) 

High Cost Plan Tax (4) (88) 

Net Other Revenues (39) (151) 

Net Deficit Effect 10 (254) 

% OF POPULATION COVERED: 
1997-2000: 92-95% 
2001-2004: 89-91% 

.' 
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IModel 7.31.94 SUBSIDIES FOR MEDICAID POPULATION AND MEDICAID SAVINGS 
07131/94 -10":10 PM Fiscal Years 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 1995-1999 1995-200~ 

Subsidies for Medicaid Population 
Non Cash 12.9 13.9 15.1 16.3 17.6 1B.9 20.3 22.0 23.B 5B.1 160.7 
Cash 13.B 15.0 " 16.2 17.5 1B.9 20:3 21.8 23.7 25.6 62.5 172.B 

Total 26.7 28.9 31.2· 33.8 " 36.5 39.2 42.2 45.7 49.4 120:6 333.5 

Medicaid Savings o " 24.6 50.2 56.3 63.3 70.1 77.1 84.4 91.9 131.1 517.90 

NET '--. 26.7 4.3 " (19.0) (22.5) (26.B) (30.9) (34.9) (3B.7) (42.5) (10.5) (184.4) 

p~I.;'~'f ~ 
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Net New Federal $ per newly insured person 

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

Baseline uninsured 38.3 38.8 39:3 39.5 39.9 40.4 41.1 41.9 42.6 43.3 44 
Net Newly insured 

HSA 0 0 5.9 15.8 39.9 40.4 41.1 41.9 42.6 .... 43.3 44 
7.18.c 0 0 0 17.5 21.5 21.6 22.5 20.8 18 16 12.4 

Subsidies 
HSA 0 0 11 37 98 121 128 144 164 181 197 

7.18.c 0 0 0 66.2 113.5 119.9 128.0 123.1 117.4 112.2 105.1 

Medicaid savings + State MOE 
HSA 0 0 4 16 44 -66 74 83 93 104 116 

- , 7.18.c 0 0 0 45.7 80.8 89~9 99.9 110· 120.5 131.4 143 

Net new Federal $ per newly insured persons 
HSA 0 0 1187.45 1329.11 : 1353.38 1361.39 1313.87 1455.85 1666.67 1778.29 1840.91 

7.18.c 0 0 0.00 1170.62 1521.89 1390.56 1247.96 . 630.02 -170.38 -1201.53 -3059.67 

----- ----
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Net Effect of 7.18 plan on Average Private Health Insurance Premiums, vs. Baseline, In 1997 

Benefit Package 

Medicaid Cost Shift 

Risk Adjustment 

High Cost Plan Assessment 

Uncompensated Care 

Small Firm Exemption 

Administrative Load 
500+ 

100-500 
< 100 

Academic Health Centers 

Cafeteria Plan Restrictions 

NET EFFECT· 

Community Rated Firms 

-3% 


+1% 


-2.2% 


+0.4% 


-5% 


0 


na 
-2.5% 

-22.5% 

+1.75% 

+1% 

-8.55 

Experience Rated Firms 

-3% 


-0.5% 


+2.2% 


0 


-5% 


0 


0 

na 
na 

+1.75% 

+1% 

-3.55% 

Private Sector Aggregate 

-3% 


+.5% 


0 


+0.2% 


-5% 


0 


0 


-1.5% 


+1.75% 


+1% 


-6.05% 
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I§l TABLE 1. UNOFFICIAL ESTIMATES OF THE FE.DERAL BUDGETARY EFFECTS OF OPTION 1 

(No Mandate, Full Subsfdte's up to 100% of Poverty, Unconstrained Subsidies) 

(By fiscal year, in billions of dollars) 

NO fI~ANDATE 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

MANO"TORY OUTLAYS 

Medicaid 
Discontinued Coverage of Acute Care 0 0 -24.6 -36.7 -41.0 -45.8 :51.2 -56.9 -63.1 -69.7 

2 State Mairltenance-of-Effort Payments 0 0 ; -19.1 -23.4 -25.5 -27.7 -30.1 -32.7 -35.5 -38.6 
3 Disproportionate Share Hospital Payments 0 0 -6.B -10.2 -11.3 . -11.6 -18.8 -20.7 -~2.9 -25.2 
11 Offset to Medicare Prescription Drug Program 0 0 0 0 -0.7. -1.5 ~1.7 -1.9 -2.0 -2.2 
5 Increase Asset Disregard 10 $4000 for Home and 

Community Based SelVices a a a a a a a 0.1 0.1 0.1 
6 AdministraUve Savings o· 0 -0.3 -0.5 -0.5 -0.6 -0.7 -0.8 -0.8 -0.9I-LI 

....l Tolal- Medicaid 	 0 0 -52.B -70.B "e79.0 -87.2 -102.5 ~1 12.9 -124.2 -136.50 

= 
c.. 


Medicare 

I-< 
~ 7 Part A Reductions 
0 Inpatient PPS Updates 0 0 -O.B -2.3 . -4.2 -6.4 -7.1 -6.1 "-6.9 -9.6z 

Capital ReductiollS 0 .CO.B ·1.0 -1.2 -1.6, -2.1 -2.2 -2.4 -2,7 -2.9 
Disproportionate Share HospitalReductions 0 0 -1.1 ·1.4 -1.5 -1.7 -1.8 -2.0 -2.2 -25 
Skilled Nursing Facility Limits 0 -0.1 -0.1 ·0.2 -0.2 -0.2 -0.2 -0.2 -0.3 -0.3 
Long Term Care Hospitals a a -0.1 -0.1 -0.1 -0.2 -0.2 -0.3 -0.3 -0.4 
Medicare Dependent Hospitals a 0.1 0.1 0.1 a a 0 0 0 0 

6 Essential Aocess·GQmmunity.Hospilals 
Medical Assistance Facility P aym ents 0.1 0_1 0.1 0.1 0.1 0.1 0.1 0.'- - 0.1 0.1 
Rural Primary Care Hospitals (RPCH) Pmts 0.1 0.1 . 0.1 0.1 0.1 0.2 0.2 0.2 0.2 0.2 

". 

9 Part B Reductions 
Updates for Physician Services -0.4 ,0.6 -0.6 -0.7 -0.8 -0.8 -0.9 -to -1.0 "1.1 
Real GDP for Volume and Intensity 0 0 -0.3 -0.6 -1.6 -2.5 -3.3 -4.2 -5.3 ·6.6 
Eliminate Formula Driven Overpayments -O.B -1.0 -1.3 ·1.8 -2.3 -3.2 -4.2 -5.5 ~7 .1 -9.1 
Competitive Bid for Part B a -0.2 -0.2 . -0.2 -0.2 -0.2 -0.2 -0.3 -0.3 -0.3 
Competitive Bid for Clini{;<ll Lab Services a -0.2 -0.3 -0.3 -0.3 -0.4 -0.4 -0.5 .-0.5 -0.6 
Prohibition of Balance Billing a a a a a a a II 8 a 

Laboratory Coinsurance -0.7 -1.1 -1.3 -1.4 -t.6 -1.6 -2.0 -2.3 -2.6 -2.9 
Correct MVPS Upward Bias a 0 0 0 -0,2 . -0.6 -1.4 -2.~ '-3.9 -5.5 
Eye & Eye/Ear Specialty Hospitals a a a 0 0 0 a 0 0 0 

' . ../ 	 Nurse PractlPhys Asst Direct Payment a 0 0.1 0.2 0.3 0.3 0.4 0.5 0.7 0.8 
High Cost Hospitals 0 0 0 -0.5 -0.6 -0.6 -0.8 -0.9 -1.0 -1.0 
permanent Extension of 25% Part 8 Premium 0 0.6 0.9 1.3 0.6 -1.0 -2.8 "5.0 -7.7 ·9.B 
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<::) TABLE 1. UNOFFICIAL ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF OPTION 1 l§I 

eNo Mandate, Full Subsidies up to 100% of Poverty, Unconstrained Subsidies) 

!Bl fiscal year, in billions of dollars) 

NO MANDATE 1995 1996 1997 1998 '999 2000 2001 2002 .2003 2004 

to Parts A and B RedtK:tions 
tiome I-leallh Copayments (20%) -0.7 ~3.4 -4.2 :4.6 -5.0 -.5.4 . -5.9 -6.4 -7.0 -7'.6 
Medicare Secondary Payer 0 0 0 0 -1.2 -1.8 -1.9 -2.0 -2.2 -2.3 
Home Health limits 0 0 -0.3 . -0.6 -0.7 -0.7 -0.8 -0.9 -1.0 ·1.0 
Expand Centers of Excellence '-0 -0. t ·0.1 -0.1 -0.1 -0.1 a a 0 0 
Risk Contracls (Waive 50/50 Rule) a 0.1 0.2 0.2 0.3 0.:3 0.4 0.4 0.5 0.6 
E.lrtend ESRO Se~ondary Payer to 24 Months -0.1 -(U -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.2 cO.2 

l' Medicare Oulpatient Prescription Drug Benefi' 0 0 0 0 6.4 14.8 16.2 17.6 19.2 21.0 
T01131 - Medicare -2.4 -6.7 ·10.3 -14.3 -14.8 -14.2 . -19.3 -25.9 -33.4 -41.0 

t.t.l 
...J 
0 
Q.; 

Other H4;L811t1 PrQqrarns 
12 Vulnerable I-lospilal Payments 0 0 0 0 0 1.3 1.3 1.3 1.3 1.3 

:x: 
E-< 
~ 

1J Veterans' programs 
14 Long Term Care. Program 

0 1.5 4.2 10.8 10.9 '1.3 11.7 12. , 12.6 13.0 

0 z 15 Home and Cornml,lnity Based CareJ$48 bil. cap) 
16 Life Care 

0 0 0 1.8 2.9 3.6 5.0 7.9 , 1.4 15,4 

17 Academic Health Centers 0 0 7.0 8.0 9.1 10.3 11.3 12.3 13,3 14.3 
18 Graduate Medical and Nursing Edu<:ation 0 0 4.0 5.8 6.9 Hi. 8.2 6.9 9.6 10.4 
19 Medicare Transfer - Graduate Medical Education 0 0 ·2.2 -VI -2.5 -2.6 -2.8 -2.9 -3.1 -3~3. 

20 Medicare Transfer - Indirect Medical Education 0 0 -4.5 -4.9 -5.4 -5.9 -6.5 -7.2 -7.9 ·6.7 
21 Women, Infants and Child(en 0 0.3 0.5 0.5 0.5 0,5 0.6 0 0 0 

Tolal- Other Heallh Programs 0.0 1.8 9.0 19.6 22.5 26.2 28.8 32.4 37.2 42.4 

Qubsidim! 
22 PerS<ln5 betwecflO·200% of Poverty 0 a 46.1 66.8 74.6. 63.2 93.0 103.6 115.3 127.6 
23 Pregnant Women and Kids O·240lJ/o of Poverty 0 0 17.6 24.7 26.4 26.3 30.1 31.7 33.4 35.0 
24 Temporarily Unemployed 0 0 OJ) 5.0 7.1 7.7 6.3 9.0 9.8 10.6 
25 Presumptive Eligibility 

Total - Subsidies 0 0 61.7 94.1 106.0 117,4 129.9 143.3 157.9 173.2 

.,.. 
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I§I TABLE 1. UNOFFICIAL ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF OPTIQN 1 
(No Mandate, Full Subsidies up to 100% of Poverty, Unconstrained Subsidies) 

(By fiscal year. in billions of dollars) 

NO MANDATE 1995 1996 1997 1998 199~ 2000 2001 2002 ·2003 2004 

Public Health Initiative 
26 Biomedical and Behavioral Research Trust Fund 
27 Health Services Research a 0.2 0.3 0.5- 0.6 0.6 0.6 0.6 0.6 0.7 
28 PHS Core Functions 0.1 0.2 0.3 0.4 . O.S 0.6 0.6 ' ,0.7 0.7 0.7 
29 Health Promo1!on/Diseasl:! Prevention -0 0.1 0,1 0.1 0.1 0.1 0.2 0.2 0.2 0,2 

,30 Development of Community Health Groups 0.1 0.2 0.4 0.5 0.4 0,3 0.2 0.2 0.2 0:2 
31 Investment in Infrastructure Development (lQans) 0.1 0.1 0.1 0.1 0.1 0:1 0.1 0.1 0.1 0.1 
32 Supplemental Services Gran~ a 0.1 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.3 
33 Enabfing Grants 0 a 0.2 0.4 0.4 0.4 0.5 0.5 0.5 0.5 
34 Natiunal Health Service Corps 0 . 0.1 0.1 0.2 0.2 0.3' 0.3 0.3 0.3 0.3

IJ,.l 
.....l 35 Men~al Health/SUbstance ,A.buse Grants a 0.1 ·0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 
0 
p.., 36 School He alth Grants iii 0.1 0.2 0.4 0.5 0.6 0] 0.7 0.7 . o.a 
::t: 37 Occupational Safety/Health Granls 0.1 0.2 . 0.2 0.2 0.2 . 0.2 0.2 0.2 0.2 0.2 
E-< . 1.9 
~ 38 Indian Health Service 0 0 1.4 1.5 1.6 1.6 2.1 2.2 2.4 
0 . Total - Public Health Initiatives 0.3 1.2 3.6 4.4 4.8 5.2 5.5 5.6 6.0 6.3z 

~ANDATORY OUTLAY CHANGES -2.1 -3.6 11.2 3.3.0 39.S 47.4 42.4 42.7 43.4 44.4 

orSCRETIONARY OUTLAYS 
39 Veterans' programs 1.2 -1.5 -4.2 -15.4 -15.9 ·16.6 -17.2 -17.B -18.5 -19.-2 

Administrallve.E)(:Qenses 
40 Administrative Casts 0.5 0.9 1.0 1.0 1.0 1.0 . 1.1 1.1 U· 1.2 
41 Costs to Administer the Mandate 0 0 0 0 0 2.0 2.0 0 0 ·0 
42 Planrmg and Start·Up Grants D.' 0.4 0.6 0.3 0 0 0 0 0 0 

Total Studies, Administrative Expenses. .0.6 1.3 1.6 1.3 1.0 3.0 3.1 1.1 1.1 1.2 

Studies. Besearcb, & Demollstr!l1i.2D.li 
41' Department of labor Programs . a 0.2 0.2 0.2 0.2 0.2 0.2 0.2' 0.2 (1.2 
42 Women. Infants. and Children 3.0 3.4 ·3.5 3.6 3.7 3.8 3.9. 4.0 4.1 4.2 


I 43 EACH/MAF/Rural Transition Demonstrations a 0.1 0.1 0.1 a e a e II B


( Total Studies, Research. &Demonstrations 3.0 3.7 3,6 3.9 3.9 4,0 4.1 4.2 4.3 4.4 

\ 
) 

~SCRETIONARY OUTLAY CHANGE-5- 4.S 3.5 1.2 -10.2 -11.1 -9.6 -10.0 -12.6 . ·13.1 -13.6 

'<1' TOTAL OUTLAY CHANGES 2.7 -0.1 12.4 22.8 28.4 37.8 . 32.4 30.2 30.2 
<» 
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~ TABLE 1. UNOFFICIAL ES.TIMATES OF THE FEDERAL BUDGETARY EFFECTS OF OPTION 1 
(No Mandate, Full Sub.sldles up to 100{)/., of Poverty, Unconstrained Subs!dles) 

(By fiscal year, in billions of dollars) 

NO MANOATE 1995 1996 1997 199B 1999 2000 2001 2002 ·2003 2004 



UNOFFICIAL ESTrMATES OF THE fEDERAL BUDGETARY EFFECTS OF OPTION 1 

(No Mandate, Full Subsidies up to 100% of Poverty. UnconstraIned Subsldtes) 


(By fisCal year, in billions of dollars)
.. 

;:0 

0 

0 

' 
;:0 

0 

0 TABLE 1.[§I 

NO MANDATE 

61 Post-Retirement Medical/life Insurance Reserves 
62 Ta)( Cledi1 for Pr3ctilioners in Under served Areas 
63 Increase EK-pensing Limi1 lor Certain Med Equip 
64 Ta)( Credi1 for Cost of Pers·onal.Assistance Svcs 

Required by Employed Individuals 
65 DisclOsure of Ret\Jrn Information to State Agencies 
66 Impose Premium Tax with Respecl to Certain 

High Cos! Plans 
67 limit EJ.:clusion for l';.mployer-Paid Health 8encf((s 
68 Indirect T8)( Effect!.l of Changes in Tal( Treatment 

IJJ 
....J of Employer & t-iQlJsehold ~ealth Ins Spending 
0 
0

1995 1996 

a 
0 

'0 

-0.1 
II 

II 

.1997 1998 1999 2000 2001 2002 2003 2004 

•••• - - •••• Negligible 'Revenue Effect ~ 
-0.2 -0.2 -0.2 -0.1 

a a a a 

• _. - • - _. 
-0.1 
.8 

a 
a 

II 

a 
III 

II 

-0.1 ·0.1 -0.1 ·0.1 -0.1 
.• -  . - • - - - No Revenue Effect· •• : - ••••• 

·0.2 -0.2 -0.2 

:= 
ta 
0 z 

DEFICIT 

11 MANDATORY CHANGES -2.8 ·7.8 3.9 24.S 29.2 36.7 31.6 31.5 31.5 3'-4 

II TOTAL CHANGES 2.0 -4.3 5;1 14.3 18.1 27.1 21.6 19.0 . 18.3 17.7 

1CUM ULAliVE DEFICIT EfFECT 2.0 -2.3 2.8 17.1 . 35.2 62.3 83.8 102.8 1~1.1 138.9 

SOURCES: Congressional Budgel Office; Joint Committee on TalCation 

NOTES: 
r, 


Tne ligures in this table include changes inautholizations of appropriations and in Social Security thai wouid not be counted for pay-as-you-go scoring under the Budget 

Enforcement Act of 1990. 


q \ 
'i PrOllision$with no cost have been excluded from this table. 
i 

B. 	 Less than $50 million. 


174 43.5 50.5 94 137.5 
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THE MITCHELL PLAN: . 
Responding to tbe Concemsfo tbe American . People 

Senator Mitchell ~ health care plan is a moderate and reasonable approach 
that will move this country toward universal health coverage in a defined time 
frame. 	 And it does so' without a mandate ot: 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 plans that are satisfied with today. It builds in extra 
protections for small businesses and working Ainer'icansto 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: 

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

.It provides new targeted subsidies to help the most-vulnerable small businesses afford 
private insurance coverage. 

• 	 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 back how much they would be asked to contribute. Urider the 
plan, employers and employees 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 TI:IE 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 c~nts per pack. 

• 	 To provide ironclad protection to the federal budget, the plan provides a fail-safe 
mechanism to ensure that the cost of reform 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 and employers and individuals to choose more efficient, better priced plans. 
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THE MITCHELL PIAN: 

Preserves the Best Elements of the President's Plan 


Senator Mitchell's plan includes the elements that the American people want 
most out of health care reform. While' any of these features were included in 
the President's plan, the Mitchell plan acomplishes 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. 

ACHIEVES PRESIDENT'S GOAL OF UNIVERSAL COVERAGE: 

• 	 It ensures that aU 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 that 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 cendition exclusions and lifetime limits and open 
enrollement. " 

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

• 	 The core benefits package will emphasize ptimary and preveritive 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 iriClude coverage for outpatient prescr~ption drugs. Starting in 1998, 
Medicare will cover the cost of prescription drugs with a $500 deductible, 20% copay 
and a capon 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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