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MEMO 


TO: Pat 

FR: steve 
Chris 
Jack 
Janet 

DT: 
RE: 

June 6, 1994 
Health Care Reform and Secondary Committees 

It will be especially important over the next few weeks to 
stay in close touch with the relevant agencies regarding health 
care reform issues to be considered by the secondary committees 
in the House and senate. 

The health care interagency weekly meetings will take on 
the mission of focusing on key "hot button" issues e,xpected to be 
addressed by the secondary committees in July. Representatives 
from the relevant agencies will'be put on notice that their 
participation and input will be critical. They will be notified 
that if they are not present during these discussions they risk 
losing their opportunity to weigh in on these issues.' 

,The key "hot button" issues to be discussed in the these 
meetings include: 
*Antitrustreforms 
*Tort/Medical Malpractice reforms 
*Veterans health care reforms 
*WIC/Appropriations funding reforms 
*Federal workers and the FEHB program 

Representatives from the agencies will be reminded that 
they should be in touch with relevant committees throughout this 
month assisting with any background information and data that 
commmittees may request. However, any requests for data or 
information must be discussed at the weekly interagency meeting 
before it is released. 

The relevant agencies and departments involved in the health 
care interagency process include: 
*Veterans Affairs 
*Department of Defense 
*Office of Personnel Management 
*Health and Human Services 
*Department of Justice 
*Department of Labor 
*Department of Interior 



The relevant House and Senate secondary committees include: 

'*Veterans Committee 
. *Post Office and Civil Service Committee 

*Armed Services Co~ittee 
*Interior/Natural Resources Committee 
*Judiciary Commi~tee 
*Government Operations committee 
*Appropriations Committee 

, *Select Committee on Indian Affairs 
*Small Business committee 
*Rules committee 

.", 
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All estimates are preliminary and unofficial 

The estimates attached are for the specific provisions we have reviewed.. They should be 
interpreted as the rough ballparks that they are. Since we have not seen the full proposal nor 
complete language of the Chairman's mark, we cannot do fully interactive estimation. 

The general outlines of the proposal as we understand it, and assumptions we have used, are: 

o 	 Benefit package priced, ceteris paribus, 10% lower than CBO's estimate of the 
HSA premium. This price reduction is to be achieved in unspecified ways. Ail . 
other things are not equal to' the HSA in this plan, of course. 

o 	 Firms with :s;; 20 employees are exempted from the employer mandate. Firms 
with :s;; 10 workers that do not offer health insurance pay 1 % of payroll, and 
firm with 11-20 workers that do not offer pay 2%. 

o 	 Firm subsidies are based on the 2.8-12% individual wage cap schedule where 
the rate applicable to the workers of a given firm depends upon the firm's size 
and average wage. 

o 	 People in the community rating pool: households without connections to firms 
with more than 500 workers, i.e., nonworkers, self-employed, part-time 
workers, Medicaid non-cash, Medicaid cash, and workers in firms with :s;; 500 
employees. 

o 	 Age rating of premiums, with a 2: I limit. 

o 	 A Kennedy-esque FEHBP option for firms with 2-10 employees electing to 
. provide coverage. This means the community rating of FEHBP and the regular 
community rating pool is done together, so that there is no premium difference 
between them. -----~ 

£NfJ.A_ ~ 

o 	 HSA premium growth nite limits. &...~s tn, 

1. 	 Basic premium subsidy costs 

1996-2000 1996-2004 
3<-<f 	 .,,~S 
350 billion 920 billion 

1<t ~3~~. 	
IOSd;31(p 



·, 

2. 	 Assessment revenue: 


1996-2000- 1996-2004 


,55 billion 120 billion 


, About 20% of this is from finns with :s; 20 workers that don't offer. 


3. 	 Increase cigarette tax from $.75 to $1.00. 

1995-2000 


"83 billion 


, 4. 	 Reduce Medicare program savings $35 billion over 5 years. 

Our estimate is that age rating will also reduce the Medicare worker savings in the HSA by 
$3 billion between 1996-2000 and $6 billion between 1996:'2004. 
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RECAPTURING EXCESS FEDEML COSTS USING ----	 = 

AIDGH COST PIAN ASSESSMENT 

1. 	 There arc no premium caps. Health plans may charge whatever price results from a 
more competitive market. 

An assessment on high cost plans is used to protect the federal budget from the risk of 
higher premiums caused by windfall payments resulting from univeI:sal coverage or by 
a failure of competition to bring down premium increases over time. 

The assessment serves two purposes: To maintain budget neutrality, and to exert 
downward pressure 01'} premiums. 

J. 	 The assessment on high cost plans could work as follows: 

J: 	 The assessment for a health plan is X% of the difference between the plants 
premium and the "target premium" for the state (or substate area). Health 
plans with premiums below the target are not subject to an assessment. 

The target premium for a state (or substate area) is based initially on current 
health care costs, but with added funding for the uninsured and with the 

. win9fall backed out. The target premium grows from year to year at pre
established rates based on reasonable expectations for a more competitive 
health care marketplace. 

(Note: After the first year, the assessment could be applied to a health plants 
rate of growth relative to a target rate of growth instead of to the pl;,m's 
premium relative to the target premium.) 

~. The percentage assessment (i.e. the value of "X") is set nationally each year, 
and is calculated to recoup excess federal subsidy costs. If the assessment 
raises. too much or too little revenue to recapture excess federal cOsts, the 
percentage is adjusted accordingly ·in the following year. 

Co 	 Initially, the assessment would be applied to high cost health plans in all areas. 
Over time, as better data is available to establish premium targets, competitive 
areas could be exempted from the assessment (Le. those areas where health 
care premiums meet the targeted levels). . 

c1 	 The assessment is applied prospectively based on bids from health plans. 

... 	 The assessment could be administered as an offset to payments to health plans 
(assuming there is a premium clearinghouse, reinsurance pool, or some similar 
mechanism). Federal subsidy payments to an area would simply be reduced by 
the total amount of assessments. 

4. 	 The assessment would apply not only to community rated plans, but to experience 
rated and self-insured plans as well (with some modifications). 
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i 
, TO: Chris Jennings 

FROM: David Nexon 

DATE: 6/5/94 
, 

", ~ 	 '. , 

SUBJECT: Data items we need (aU for Chairman's mark). per our earlier 
conversation 

~ Estimates of overall impact of Chairman's mark on business by· size of k
tJ..:./n, divided between those currently providing and not providing 

coverage. 'fv (I). rIb 'i l 

.S't':Jlu... '1a::::)::

-.:/ 2) Estimates including 5,000 plus firms and payroll' contribution for ~r"~ 7 itJ.,') 
~ small exempt and large firms over 1,000 (earlier estimates did not' I _ ~~~ 0 

include 5,000 plus firms and appeared to be' for premiums only). "II

, r3J\ Five year and year 2000 figures for the components of Title IX: 11.<1 ~.... 

~pfoyer premium payments, household premium payments, Federal '.~ 
subsidy payments (we have five year, but not year 2000); Federal 
payments for ~sh recipients; state payments, including moe and cash 
recipie~t~. For emplo~~rs. ho~seholds, and states, we would like to be 
able to compare to baseline payments. , . 

\ 	 , 

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

l 

~ 	5) Budget impact of various .cost-(;ontainment scenarios provided to Ken. 

6) 	 Difference between average premiums of 1,000 plus firms and all 
~ 	people in community-rated pool. How does what the 1000 plus firms ("5'~ V 

would pay if they were paying community-rated premiums relate to the 
one per cent assessment? 

i. , 



JUN-05-1994 14:12 FROM 000000000000000 TO 94567431 P.01 

TO: CHRIS JENNINGS 

ANTHONY TASSI 


DATE: 06/06/94 

SUBJ: Additional Data Items Needed for Chairman's Mark 

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

1 ) The breakout of the revenue from the 2010 assessment and 1010 

assessment 


2) The number of firms and ~orkers for each subsidy payroll cap (ie, 

how many workers are in firms paying 5.50/0 and how many firms are: there) 


3) For the Bingaman Option. the number of firms, workers in the 

exemption -- and revenue broken down for the 1 % and ~/o assessment of I' 


the exempt firms. 


Much thanks •• you can' fax t~e info to me (224-3533) or telephone if you 

prefer (224-6366; -6064; - 5406 david's line) 


.;...-.. ~ ._. 

'. 
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n,\cp\clear 21 

JUN 6 1994 

NOTE TO JUDY FEDER 

House Education & Labor Committee staff have requested a table 
showing the impact of three options for geographic adjusters for 
DME payments. The three options would be the Medicaie hospital 
wage index, theRBRVS total index and the professional component 
of the RBRVS index. ' 

Attached a draft,table! comparin'g DME all payer cost based 
payments to national average per resident payments adjusted by 
these three indexes. The figures in this table have all been 
included' in previously cleared tables with the exception of those 
in the fourth column -- the RBRVS professional component. 

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

B anB~ 
cc: Bob Pellicci 

i, 
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I.D 
CSl 

CSl DME Compari~oD of All Payor Cost Based Payments and HSA Per ~esident Payments 
In Thousands of Dollars 

(jI"'" 
~ 
Z 
::J..., 

jV) 

~ 
OJ 

1£ 

All Payor HSN Percent M.edicare PcrceDl RBRVS Percent R.BRVS 
Cost Based Not Adjusted Cbaage Hosp. Wage Change Profes:siolJaJ Change Total 

N Payment indo'S Component 
All HCl5pitals 976 SS,800,ooO S5,800.ooo 0.0 $5.800.000 0.0 $5,800.000 0.0 $5.800.000 

All ToacbinS Hospitals 

AMC 78 $1,738.451 11,9l2.O10 10.0 $1.834,,810 8..4 $1.889.188 8.7 $1,861,811 

NonAMCCOTH 150 $1,645.oS0 $l,459S17 -1l.3 $1.510,2.70 -8.2 $1,488.548 -9.S $1,..~26,773 

NonCOTH ·748 $2.416.,500 $2.4'214.473 0.5 S2,404,.920 -O.S $2.422,264 0.2 $2,411;416 

latems and Resideotl/Bed '. 

Low 501 $6U.LI1) $621.1S2 1.9 $j83,449 -5.2 $591,908 -3.8 $583.301 

Medium 29L SI,161,269 $1,71S,I36 -2.6 $1.696,016 -~.7 $1.719,887 -2.3 $1.719,.346.. 

tr~ 74 $896,124 S831,171 -7.2 $8S4.605 -4.6 $854.730 -4.6 SS6J.4W i 
Highest no $2,527,428 $2.62:\,94l 3.9 $2.665.920 5.5 $2,633,476 4.2 $2,6.13.862 

Size 

Urban 0-99 bed! S5 $.J2.936 $42,263 28.3 $42.447 28.9 S41,476 25.9 $42,120 

Urban 100-199 beds 206 $340.319 Sl39.o19 -0.4 533S,.591 -1.4 $330,479 -2.9 $334.406 

Urban 200-299 beds 221 $718.137 $753.503 4.9 $754,968 5.1 $737.9S5 2.8 $733,.570 

Urban 300- 399 beds 192 $1,016.495 $1,082.708 6.5 $1.055.207 3.8 Sl,06O,305 4.3 Sl.054.;520 

U.rban 400-499 beds 112. $1.004,167 $1.027,855 2.4 $1,012,011 0.8 $1.018,912 1.5 $1..029.070 

Urban 500+ beds 14S $2.,612,823 $2,463.056 -5.7 $2.527.828 -3.3 $2,535,414 -3.0 $2,529,5 1 S 

Rural 0-49 beds 4 $404 $%8 139.9 $758 87.7 $750 8S.8 S811 
RurwSO-99 beds 7 $1.,845 $~439 32.2 SI.943 5.l $2.192 , 18.8 $2.1~ 

Rural·100- 149 beds 6 $3.2,04 $5,21S 62.8 $3.667 14.4 S4.198 :U.O $4,7504 

Rura1150-199 beds 10 $12.498 $14,227 13.8 $10,573 -15.4 $10.272 -17.8 $11.384 
Rural 200+ beds 18 $57.171 $68.746 2.0.2 $55.008 .-3,8 $58,047 1.S 857.063 

Percelll 
Change 

0.0 

7.1 

-7.2 

-0.2 

-5.2 

-2.4 

-3.6 

4.2 

'29.7 

-1.7 

2.1 

3.7 

2.5 

-3.2 

100.8 

18.6 

48.4 

-8.9 1 

-0.2l 

... '" " 
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~ 
Cil DME C()mparison of All Payor Cost Based Payments and HSA Per Resident Payments ..... 

In Thousands of Dollars 
en 

\.0 
Cil 

~ 

Cil 
a.. 
co' 
m 
Cil' 

All PayOJ' HSAl Perceol Medicare Percenl RBaVS Percent RBRVS 
Coal Based Not Adjusted Cbange Hosp. Wage Cbange Professional Change Total 

IN Payment Index Component 

Region 
New England 80 $510,212 $506,640 -0.7 $531,.336 4.1 . $472,136 -7.:5 S461,665 
Mid Atlantic 236 SZ,171.980 $1,667.095 -23.2 $1,792,541 -17.5 $1.7~121 -17.9 $1,877,06(; 

~uth AtJaotic III $65].771 $754,021 1.5.3 $677.538 3.6 $716.994 9.7 SM7.859 

Eas1 North Central 231 $1,145.182 $1.284,904 12.2 $1,223,881 6.9 $1,313,,533 14.7 $1.315,736 

Easl Soutb Central 49 $205,081 S274,i05 33.7 S223.778 9.1 $230.904 12.6 $2.08,776 

West Nortb Central 52 $87,474 $104,406 19.4 $89,727 2.6 $8S.~41 -1.8 $93.384 

West South Central 67 $255,25'7 $344.732 3:5.1 $293.820 15.1 $295.930 - 15.9 $272.324 

Mountain 34 $133,113 $166,661 20.6 $U8.794 14.9 5154,357 11.7 SlSO.753 

Pacific 116 5632,871 $691.331 10.2 S808,584 27.8 $147.883 18.2 $752,436 

OWei' 
Voluntary 811 $4,526,693 $4,324,670 -4.5 $4.391,336 -3.0 $-4.398.456 -2.8 $4,441,590 

Proprietary 44 $58,034 $7S,116 29.4 $67.349 16.1 $69.0<i7 19.0 $71,661 

Govt-Urban 114 $1,211.616 $1,396.406 IS.3 $1.338.641 10.5 $1,329,426 9.7 $1.283,572 

• (iOVl-RuraJ ·7 $3,656 $3.807 4.1 $2.674 -26.9 $3,050 -16.6 . $3.177 -

Perunt 
Cbange 

-
-9.5 

-13.6 

2.2 
14.9 

1.8 

6.81 

6.7, 

9.1 
18.9 

. 

-1.9: 

23.S 

5.9 
-13.1 

" '" '" 
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CSJ......_---- _.-»-ME_ Com.p3:ris~n of All Payor Cost Based Payments and HSA Per Resident Payments 

In Thousands' ofDolta-rs'i;f 
(J) 

\.0 
(S) 

~ 

Ln 

~ 
m 
(S) 

... 


AU Payor USN I Pet-unt Mewc;ue PercenC RBRVS Percent RBRVS 
COISt Band No' AdjUld.ed Change Hosp. Wage Change Professional Cbange Tolal 

N P8YOl_COt IDd~I Component 

ALABAMA 14 $52.166 $70.867 3.5.8 $56.646 8.15 $60.436 15.9 $59,.273 

AIUZONA Jl $64,202 S71.081 10.7 $66.493 3.6 $66,048 2.9 571,476 

ARKANSAS ·7 $14.675 $25.444 73.4 $19.756 34.6 $20.136 37.2 $16.633 

CALlPORNlA 89 $.546.269 $601.391 11.2 $716,338 31.1 $660,068 20.8 $666.557-
COLORADO 14 $,52,841 $64,279 21.6 S63.678 2O.S $59,074 U.8 $..52.502.. 
CONNEC11CUT 23 $138.297 $145.62.6 S.3 $161,217 16.6 $140,008 1.3 $139.784 

DELAWARE 3 $18,267 $1805.50 1.5 $18,685 2..'\ $19,294 5.6 $15.509 

DlST OF COun.4IJIA 10 . $111.023 $11)(}.437 -9.S $101,844 -&,3 $116,9.57 5.3 $98.424 
FLORIDA 32 $114.D1O S154.311 35.3 $135.648 18.9 $143,819 26.1 $156,146 

of!:ORGLA 15 $95,564 $111,821 ;----.17.0 $95.778 0.2 $90,768 -5.0 $91,938 

HAWAII 6 $12,292 $16.075. 30.8 $17,2:2.1 40.1 SlS.3Z7 24.7 $15.495 

IDAHO 2 $782 $1.045 33.6 $932 19.2 $854 9.2 $900 

ILLINOIS 64 $320.405 $322,606 0.7 $307,448 -4.0 $3~2.088 9.9 $383,597 

INDIANA 19 $(j('i.6S0 $90,342 35.5 $79,606 19.4 $84.030 26.1 $69.759 

IOWA 16 $22.927 $19,378 -Uti $15,936 -30.S $17,238 -24.8 • $15,533 

KANSAS . 14 $42.743 SS3,,226 245 $46.923 9.8 $43,294 - 1.:1 $49.743 

KENTUCKY 13 $40,235 $62,291 54.S $SO,899 26.5 $54.813 36.2 $49,3.56 

LOl1lSIANA IS $55,152 $71,sS9 29.7 $58.850 6.7 $58,1:54 5.4 $64,906 

MAltm 8 $17.975 $19.331 7.5 $15,996 -ll.O $14,765 -17.9 $1~.686 

MARYLAND 21 $111.026 5154.036 38.7 $145,498 31.0 $161,6n 45.6 $142.,79~ 

MASSACHUSBTl'S 40 5297,799 $272,4.59 -8.S $289,629 -2.7 $256.550 -13.9 $250,034 

MICHIGAN 61 $329,644 $351.791 6.7 $354.283 7.5 $395.189 19.9 S404.m 
MINNESOTA 2 $1.852 $2.038 10.0 $2,000 8..0 $1.014 -45.3 51.328 

MISSISSIPPI 2 $4,472 $22.215 396.8 $15,920 256.0 $ 17.S81 293.1 $16,79J 

Ml5&>URl 10 $13,943 _. $20~7~ __ 4ti 
-

$17,.2~2 -  _MoO . $17,319 24.2 ·$19,782 

PerGen' 

Cb8Dge 

13.6 

11.3 

J3.4 

22.0 

-0.6 
1.1 

-15.1 

-11.3 

36.9 

-3.8 
26.1 

1,.1] 

19.7 

4.7 

-32.3, 

16.4 

22.7 

17.71 

-12.7' 

28.6 

-16.0 

22.9 

-28.3 

275.5 

41.9 



Option 1 

• 	 Reduce benefits package 5% (Alternatively 8%) 

• 	 No premium caps 

• 	 Age-adjusted community rate. - Use Chafee age-adjusted rating 
specifications. 

• 	 Phase-in employer subsidies (Mitchell model) over 5 years. 

Mandate does not go into effect until subsidies fully 

phased-in. 


Phase-in should be based on individual wages and not on 
firm size-. 

• 	 13;
Impose a windfall profits tax (or some other mechanism),. 

• 	 Impose a 1% (alternatively 2%, 3,) health plan premium tax 

on all plans. Use a premium equivalent for self-insured 

plans. 


Option 2 

• 	 Reduce benefits package 5% (Alternatively 8%) 

• 	 No premium caps 

• 	 Age-adjusted community rate. Use Chafee age-adjusted rating 
specifications. 

• 	 Phas~-in Chafee itidividual mandate over 5 years to 240% of 
poverty. (Alternatively, phase to 200% of poverty). 

• 	 Impose a windfall profits tax (or some other mechanism). 

• 	 Impose a 1% (alternatively 2%, 3%) health plan premium tax 
on all plans. Use a premium equivalent for self-insured 
plans. 

Adjustments 

For each of the' above options, what happens if a premium cap 
is imposed in year 3 (alternatively year 4, year 5)~ Set 
the cap at the previous year's weighted average premium 
increased by growth in percapita GDP. 

• 	 For each of the above options set the age-adjusted rate at 
3 1 in the first year 'and phase it down to 2-1 over five 
years. 

• 	 For each of the above 'options f impose the premium tax only 
on those plans who grow faster than the average in the area. 

I?v/ "l L;J (J v<J (1 v1 9rflVO 

, "



FUNDING 
SOURCE 

1995 1996 1995-1996 1997 

Tobacco 1.8 2.4 4.2 3.5 

Medicare 0 1.9 1.9 3.1 
revenue 
provisions 

Medicare 1. 4-1. 7 6.6-7.1 8 - 8.8 9.6
savings 10.1 

Medicaid 
savings 

0 0 0 

TOTAL 3.2-3.5 10.9 - 11.4 14~1 - 14.9 
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, TALKING POINTS: MITCHELIJGEPHA~DT vs SENA1'~F'IN~CEANil'VSDOLE • , .,. h,':' . 

PURPOSE '. '. There is great needfor~alkingpointsJor our allied groups and'for the ~illon a variety bf; .~.:( 
issues related to comparisons of the Mitchell vs Dole and vs Senate Finance and on Gephardt. 
The audience is Hill s~affers and policy' people for cOnstituency groups, so these talking 
points should be at a fairly specifiC level of detaiL . . , 

tHEMES 

1. How is Mit~hell an improvement over SenateFinance? . 

2. In what areas is Mitchell better than Dole? 


3 ... ' . What are'the good things about Gephardt? 

., , .. , . 

SPECIFIC CATEGORIES THAT SHOULD BE INCLUDED 

Why is Mitchell 100 not95? 
'. .' ' .,'. . ' 

~pact oh middle class: affordability, choice, etc .. 

,'. ',' G~v~~nment role:' ex: p~r~ntageofpeople in i'gov't plans" (ex: Medicare.C in Gephardt) 
. " . '. .. . ...., " , , 

AI~ianc~s/purchasing cooperatives' 


·Mand~te. 

" ; ~ . ! : 

Benefits i~ Mitchell: ta~ation,gefipition and po~erofBoard' 
....)' ........ :'. 


COst- containment: " 1 
, ,. 

';' 

, . . Sub~idy.. strueture . 
'. '., •••••. I, " . , ," ,,:' ,r -. '.. ." "", ,',

'. ' 

. ;. ISSli~S thaf:~ffdct ullions (Meredith Miller })QL 219:"'S233} 
: ' . .' ~ . 

" IhceIltiv~s"for emplbyers,who' currently provide to contlriue·cov~ring.tlIider Mit~hell?' 
,'. ~, ~ ,'.. . ~ .. . . '. '.' . 

Impact on Sfate; bu?gets (~sp ,Medicaid'on Dole) 


'SeniorS' ." , 


. , ,IIilpacton 'Big an? Small Businesses 
: ...' 

'. Others? Wh'er~ else do Mitchell/Gephardt look good: in comp~ri&on?,. 
. .' . . • , '.' . . I' , .,;' • . ." ' •. . - - -' ~. . .",: ' 

• u, • ""':, ;r~"
,' .. 'TURNAROUNO 

" : 
c \,. 

, Bring on disk {Wotdperlecf 5.2i5.1) to'Paul J;Wieson i~-207'(p 65547; F 67431) byCO~ today if possible. 
, ' ..'.. . " ','. ',' , 

, ' . : 
• , • r 

.' Statut~ry larlgimge.on Mitchell now available·iii ,213.5:with.StacbYRubin. · 
'. I" '* , •. • " ' "~ " " • • ••. ' ,t:, ~ '. . 

. . ~". .' 
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MAINSTREAM GROUP, . " 

OBJECTIVES FOR HEALTH REFORM 

ACHIEVE UNIVERSAL COVERAGE 

NOT INCREASE THE, DEFICIT 

LOWER HEALTH CARE COSTS 


MAINTAIN QUALITY 

ExpAND CHOICE FOR ALL AMERICANS 


THE MAINSTREAM AMENDMENT WILL: 


Achieve universal coverage' through: 
effective insurance reforms --' portability, renewability, eliminate 
preexisting condition, limitations, adjusted community rating in 
small group market; 
expanded tax deductions; and 
subsidies for low-income families that make health care affordable 
for ALL Americans. 

limit government intrusion/bureaucracy/regulation: 
NO market-distorting price controls 
NO prescriptive regulations that stifle innovation 
NO new big mandated state or federal bureaucracies. , 

Protect against deficit growth through: 
full financing of new health' spending; and 
effective "fail-safe" mechanism that prohibits deficit financing of 
health spending. 

-"-, 

Lower health care costs by making health plans compete on 
quality and price through: 

standard benefits p~ckages; 
better consumer information and health plan accountability 
voluntary purchasing cooperatives 
administrative simplification 
measures to eliminate fraud and abuse 
aggressive malpractice: reform. 

\ 



WHY MITCHELL HEALTH CARE LEGISLATION FALL SHORT OF " 

MAINSTREAM OBJECTIVES 

IMPOSES MARKET DISTORTING PRICE <;:ONTROLS 

• 	 Premium Assessment relies on Government imposed price caps 
• 	 New National Health Care Cost and Coverage Commission has power to 

recommend government price controls under an expedited ,procedure 

IMPOSES NEW MANDATES 

• 	 Tri&&ered Employer IIndiyiguaJ ma,udate \ 
All em loyers with less than below 500 employees must join "Voluntary" l. • 
pur 	 asmg cooperahves " 	 . 

EXPENSIVE NEW SPENDING 

• 	 New non-means tested entitlement for prescription drugs 
• 	 New non-means tested entitlement program for long term care .. 
• 	 New employer subsi~ies to encourage expanded coverage 

, 

• 	 New subsidies to fund h~alth b.@efjts for families up to 300% o~I,?overty 
• New subsidy for the temporary unemployed 

.J New subsidies for cost sharing for low income participants 

• 	 New authorizations for .existing Pl}-bliC Health Ptograms 
• 	 Si~new trust 6n::a<;is for medical workforce (a superfund for medical 


education) and new trust fund forresearch funded by a L75% tax on 

premiums , 


• 	 Expanded R,rivate J)emedies for benefit delay and denial destroys ability of 
health plans to control costs 

, . Deep cuts in Medicate exacerbates cost shift onto private sector 
• 	 ~ail,.safe not estab1i.shed until massive new entitlements have been 


incorporated into baseline 

• 	 :t:sil safe 51Jh jes;;t to manipulation by the Executive Branch by changing 


baseline and setting inflation factors. 

. 	 , ' 

SUBSTITUTES GOVERNMENT REGULATiON FOR PRIVATE MARKET FORCES 

• 	 500 Employee threshold herds majority of employees and employers into 
large collectives and destroys employers' ability to control costs 

• 	 Gives National Health Boa[fl excessive power to practice medicine 
• 	 PW~ c01j:lmunity ratin&. beginning in: 2002 penalizes the young and dooms 

the vohintary system 
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• The new employer subsidy decreases incentive to control costs once payment 
limit is reached 

• Premium assessment is not used to provide consumer incentive to save costs 
and undermines competition be setting a Government imposed target 

• Opening of FEHBP creates Federal Goyernment run purchasing cooperatives 
that cou!~ become a back door single payer system. 
Creates FederaI Government central planning of health work force 

• Creates an unlevel playing field in the marketplace by mandating all 
employers and HlPCs offer a Fee -For -Service plan 

• Requir~s employers to offer only standard benefit package-- only individuals 
'can use "alternative standard plan" .' - . . 

• Triggered mandate creates counter roductive business an hiring incentives 
by exem tlO em 10 ers WIt ess than 25 emp oyees .. 

• Creat~s a government run long term care he t insurance system 
• Unde~ines competition in the prescript!on.(ir~g__ln..austry with a manda.!.ory 

rebate agreements . . 
• Provides no incentive for Medicare seniors or providers to choose cost 

effect;!yep'jJ'vate systems -.' 
• Destroys ability to manage health costs by requiring health pl,ans to contract 

with a W£ie range of "essential" community proYi.clers 
• Uncertain scope of "State Option" may severely hamper multi-state 

employers and providers 
• Insti~tes bureaucratic Federal and State inspection and reporting systems for 

providersand health plans . • 
• We . ctIce re orms ensure continued defensive medicine 

• e era Government shifts costs of . insuring Medicaid P9pulation onto .private health plans and States 
.. 

• Underfunded rna,ndate to States to administer subsidies' 
• 	 Institutionalizes cost-:shifting by requiring self-insured e~ers to risk . 

adjust and ~bs~ize the community rated system 

2 




FEDERAL BUDGET EFFECTS OF MITCHELL PROPOSAL 


la-Year 
Estiinate 

{$ billions} 
,'., ", 

Outlay increases: 

,Low-income subsidies ' (Finance) $ 924" .. 
, Prescription drugs for Medicare' 

Beneficiaries (Mitchell) $ 99 
Home and Community Based 

Care Program (Mitchell) $ 48 
GME/AHC initiatives $ 75 

- , 

rotal qutlay increases 
", .~ . 

$1)46 
===== 

Funding Sources: 
" 

, Eliminate Medicaid acute care (Mitchell) $ 516 
State maintenance of effort payments (Mitchell) $ 232 
Medicare cuts (Mitchell) $ 278 
Means test Medicare Part B premiums (Finance) $ 22 
Tobacco tax (rough estimate) $ 50 
High Cost Plan Assessment $ 40 
Eliminate Section 125/Flexible Spending 

Arrangements (Finance) $ 35 
1.75% premium assessment $ 75 
Other revenue changes (net) $ a 

, Total funding sources $1,248 
---- ---- 

The bill approved by the Finance Committee did not include the subsidies to 
employers or the subsidies for short-term unemployment. 
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Who Would Incremental Reform Really Hurt? Middle Class Families 

Some propose an incremental approach to health reforms aimed not at guaranteed 
coverage for everyone, but at trying to increase the number of people with insurance by 
enacting some insurance reforms with subsidies for the poor. Employers 'could continue 
to drop coverage, and millions of families would continue to go without insurance. 

It's hard-working Americans, -- the. middle class -- who' would be hurt by' such an 
approach. It's middle class families who will continue to lose their coverage when they 
change a job; to take out a second mortgage to pay the bills from a child's illness, to 
forego career advancement for fear of losing' the coverage they have with their current 
job. 

Besides, all the evidence suggests an incremental approach won't work; in f<;lct, health 
reform that falls short of universal coverage could actually make things worse. Millions 
would remain uncovered, including some previously insured through their company. 
Costs would not be controlled, leading to higher prices for working familes and a 
ballooning federal deficit. 

Millions of families remain at risk 

• 	 Incremental reform bills will not cover everyone -- not even close. An estimated 
24 - 40 million people would remain uninsured without universal coverage. 

• 	 One in six Americans will still lose their health insurance at some point during the 
year. 

Middle class will take the hardest hit 

• 	 Since the poor and non-working would get free coverage, and since wealthy 
Americans could afford coverage on their own even if costs continue to rise, those 
hardest hit by incremental reform would be middle-class working families. 

• 	 Under a non-universal, managed competition-style reform plan ~ an estimated 24
40 million people, more than two thirds ofthem in middle-class. workingfomilies. 
would remain uninsured. The main reason these families wouldn't be covered is 
the cost of insurance. 

• 	 What's worse, many people who now have insurance protection today would find 
themselves without coverage under an incremental reform plan. An estimated one 
in ten workers with employer-sponsored insurance would be dropped by their 
employer. 

I -10: (.J, 
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The cost shift will continue 

• 	 Under the Band~Aid approach, those who ·take responsibility for insurance 
coverage will continue to pay for those who do not. Senator Chafee, a Republican 
from Rhode Island, puts it this way: "If there's no mandate that people have to 
belong, then yoUng healthy males who don't ride motorcycles aren't going to join 
and so the costs are going to be carried by those who are sick." Alain Enthoven, 
the so~called "father" of managed competition, adds that "such a system would be 
destroyed by free-riders". 

The deficit will increase 

• 	 Without any change to the existing system, two-thirds of the growth in federal 
spending between 1993 and 1996 will be accounted for by health care spending. 

• 	 Incremental reform plans aim to extend coverage to low-income families and the 
unemployed by providing government subsidies to those Americans. Under a plan 
with subsidies for the poor but no universal coverage, CBO says there would be 
over $300 billion added to the deficit in financing the subsidies for low income 
Americans. By contrast, the President's plan is expected to curb expenditures by 
$30 billion by the year 2000, and by $150 billion by 2004. 

Universal coverage is the only way to guarantee controllable costs, and fair, 
equitable financing of health care. 

Imagine adiner where everyone in a community goes for lunch. Most people have lunch, 
pay, and leave, but every eighth person who walks into the diner sits down, orders 
(usually the most expensive thing off the menu because they're famished), and gets up 
and walks out without paying. The cost of that patron is spread over the other seven who 
did pay. It only makes sense that when that eighth person pays for their lunch like 
everybody else, and orders like everybody else, the cost to the other seven paying diners 
will go down. 

We don't think the solution is to charge working families through the nose for lunch, and 
let the poor eat for free by taxing everyone who orders a steak. We think the free lunch 
should end. 

All Americans deserve the security of high quality health care coverage they can't lose, 
even if they move or take a better job. The American health care system will be stronger, 
better, and less costly if Congress finishes the job they've started and guarantees private 
health insurance to all Americans this year. 



THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR 	 GREG LAWLER 
STEVE RICCHETTI 
JACK LEW . J. 
CHRIS JENNINGS 

IRA MAGAZINER 

MIKE LUX 


FROM: CAREN WILCO~ 

SUBJECT: POSITIONING OF RETAILERS 


DATE: JUNE 17, 1994 

I attach a copy of the position of the National Retail Federation 
indicating that they inten~ to "continue to deliver a strong no
mandate, no-trigger message in our communications to members of 
the House arid Senate." 

Clearly the authors of triggers have not gained favor with their 
retail constituency by doing so. 

The retailer litany of talking points include: 

triggers would 	distort the market, businesses would* 
delay capital investment and expansion, reduce 
employment to fit the triggers; 

a trigger will kill jobs and stifle wage growth in the 
retail industry; . 

a trigger in the future would be just as bad as a* 
mandate today; 

* 	 they want big firms which don't offer benefits to get 
the same benefits as small firms which don't offer 
them. 

It would appear to me from this document that the retailers would 
certainly not "voluntarily" change their benefits programs if 
there were a soft or hard trigger, but would undoubtedly try to 
keep defeating it. 

cc: 	 Alexis Herman 
Steve Hilton 
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,BREAUX.LIEBERMAN PROPOSAL 

, ' 

PUBPOSEi. Attached is a proposal to :eDlUre tha.t the Snal nf universal coveraae is met , 

In the event that Congress falls to act on Commtssion recommentbauOLlS W1~cr the 


, process set forth in'the SenatcFfuance Commi~ bilL ' TJJ.e ~pQSal would require the' 
states to achieve unlvei:Sal coverage and wou1~ give them fleability and resources to, do 
~. I ' 

CONI EXT; ,. The Plaancc Committee bW,soU-tip Ii ,ualJo:W, commission that would 

report to Congrcaa',cwcry two years 00 'the status,af,the uniDlW'ecl8nd .ugest ways to 

expand coverage. " .. ' , ,', ' "" . . " ' , 
.' ., 

. If less thin 95,. of the u.s. population is insured ilt2OO2, tile CoiDmjalionwould send . 
recommendaUOnst~ COngrcaOD how thU3C plU1l ur LhCCOUDtrytbat have nat achieved, 
95% coverap could.. do SQ.. These'recommCDdationa~.be considered by Congress , 
under fast~track~pi'Oced\U'es' thal.wouId auow forJeleYantameDdments'but-?ihfcb WoukL 
ulclrnale1)'req~ that .C.bDgreu tab! a V()....~ '111n rnnawiDa 'propoaal would apply on~jf. 
at .the endaf fast-track procedures, Congress faiIedlo p_ legislatic.m to..reach universal·· 
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Add new· section n (E) to Senate Finance Committeemar~: 
. 	 - . 

. . 
Eo DEPAUl:.'r S,nATEGY FOR 'ASSURING .uNIVERSAL COVERAGE . 

In the ev~nt that Congress fails to act on the recommendations of the Commission HS' . 
deseribl'!l1 in .fIt'.t!tinn TT' (n), .any state in which fewer than 959& of residentlar~insured 
mus., submit a plan. of action-.to· the Secretary of Health and Human Services for . 
lu::tucvillg 9,59f1 eovc;rago•. f'lcxibility wiD bepermiucd for states tho.t have exiremcly rush' 
rates of uninsitrcd. .' . . . '... '. ." . .

. ~,i':hpht'!!'1 8ha11 addreu all ~~t'PartieS. incl~diDl Stam ~.loco.llCM'mment., . 
."employers,. emplOyees. unemployed, and low income individuals. beneficiaries Qf public 
p1oerama, etc:. 

. . . 
. 1995 TO 200%: The following provisions arc designed to gjvc atates the resources lind ,'.~._ 

Ocxibility they neecl.fn order-to ,roach the lOa! of uniVersal coverage before thC year Z092t:.·. ', . 
. : ... ~. ,:,' ~:::j,;:;:~:~~~;·l.;;;:~~:[?j~;::;;;:~;k;~KiW~~~v~~~~~:;~ycd;i~'rit{n~~;~~~~:':'i~;\':~~:~"~:~~~(~~:1~;~'~~::'; "j~;tli:~:;~::':';;:~,:·t«:~:·;::: ;:. : .. ' ,';..' 

o . 	 Allow limitc(1f1c:IfbWty ~der ElUSA:. under: ilwalver' pIUUCIi, i~teI will be aiwm~i~./~;;i :,~;L;;'.;:, ,." .' 
.'!finited authority to ilnpose requJrementl on BRISA plans if they caD demonstrate"";·'·;i:'l.;t?i·.~:-!i·; . 

thatthese·requil'em.ntl would aipmcantlY'iracrease coverage.; ' .. ',.,. 

n '. '. 	 prcMdefmuing~for'ltate outreadrefl'ortsto JoW-incOme .aDd other populations at..:' . 
risk of romaiDiD, uninsured.. (FUnds are ilstended for acimhdltriative ann tt".r.hnicaL .. - '.' 

.. ,:,=1~~1>""!.~";;;,~",, .,,', ",,-, , ,.'.. ,.'. ...... '.. /',,,;Me, , 
': 0 . 

fac.tors o.~ than· bealtb .ti.tu(lIw:b III &~graphy) that are dcsignedto' ':'7 

·.~~.f~~· plana ,to .cove~ popiilAtioill that are at'fiat of remaining 

\ ·.·.,'i:'..;!~i::~::'t;?; .. i;, .,,~~.;'.:,:;':~~~'.:';:~"i»;;';;;;' ,. "..~ :'. ;' ;;~~i~~1i;~;i~~~: :~";~::~i~j~;cc: '.".; ~ ,':: ...:~. , . 
..I'rori e .and'ldditiODal·f1aibDIty ~ _tea to encoUrage the aev.'JOD,mer 

': .. ·~'Ofpravkter·DetwOrb in nualand ~rbmuucierscrvecfareal. :.(I!UDds are intf!!ndl! 

o· ··.·.·~~.~~i!1~~~i~ii~;'",.{,"i",.,. 

.Allow stateS~to·bilt2ose 'additional"iiak adjUstments" ~orm health plans bascdu.;:.n>£~·~~~(~1~'5~'i¥l 
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'DIWT" 

BEC INNING IN 20021 Thoae ,ta~ that are req1lired to !mhm~ Ie:tionplans to the ,! 

Secret;lry'of' Health 'and Jiuman S~rvic:es for approval may include application for the 
foJlowing(add;itional authorities: " :, ,',., -" - ' , , ,.' '"" ,", ' 

.:

o 	 AdjUstmen~ tOlow"incame subsidystructure~,ThiscOuld be doae:(l)in s': 
revenue neutral way that aUoM atates to create different eligihility rul~s fOr low
in~me -subsidies, or (2) in, a manner thJlt anows Slates to receive asl a block grant 
additional;. 'UDtapped,IUbsi~ tor e1f&lble,State reaidcm....:wllO lcm:uun, iminsured•. 
(It maybe nC1"'l8ryto~01)don #2U,'1l cappedamoUDt:for the s~te~to 
address concemsabolit, ~tia1, costI •. A,rpugh escimate-ofthc:cost of allowing' , 

" 
.' 

states to tlip every 'po,t.n~1 dollar Oflubsidiel, Would prnhRhty he in: the ran(le of ' 
, 

$loo.s200 bi1Jici~.in'additicmalcosts aver five years.) , 
. ' .~ . ' " ' 

Cl '--"'Ailclidonafii~ty regarding ltate,replation of ERISA plaDs under: an 

HHSJDOL,waivei' pracea. '(,", ' . , ',,' : 


/,: " ~~ 	 t. .\ 

o Adjust thrcsh~Jd fen' self~iDJurinl and p.rtJcipa~'fn c:Ommmdiy.rated pools., ' 
, : .' .~::i.': ',:. '," ", ,'. : ':." . - " ,.' , .... ' "c,.:-. ,.'. J; ... ,,: . 

, ' " states 'would bo pn fI~bilIty to, ' ,', 
reatructuro',pwnaing cooperatives (for example, eatabUSb coops as state-based,. ' 

'~ and/or . ,andUmitorJncreuc',munber of: ,m an arca.;:. 
. '. . 
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