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REVISED DRAFT July 21, 1994 

HIGH COST PLAN ASSESSMENT 

1. 	 Assessment on High Cost Health Plans 

a. 	 Community-Rated Health Plans 

1. 	 Beginning in 1997, each high cost community-rated health plan in a non
competitive Health Care Coverage Area (HCCA) is subject to an 
assessment equal to 25% of the difference between the plan's premium and 
the reference premium for the HCCA. 

A high cost community-rated health plan is a plan whose premium for a 
non-competitive HCCA exceeds the reference premium for the HCCA. 

Note: This structure assumes that a health plan ~ premium is based on a 
community-wide population, and thatpayments to the plan are based on 
the risk composition of its enrollment (inCluding extra payments as part of 
the risk adjustment system for high cost individual purchasers). It also 
assumes that plans establish a single community rate, making standard 
adjustments off of that rate for age. 

ii. 	 A non-competitive HCCA is an area for which the weighted average 
premium for community-rated health plans exceeds the reference premium 
for the HCCA. 

b. 	 Sponsors of Self-Insured or Experience-Rated Health Plans 

i. 	 Beginning in 2000, each sponsor of a self-insured or experience-rated 
health plan whose average premium. equivalent for a year exceeds the 

. sponsor's reference premium for the year is subject to an assessment equal 
to 25% of the difference between the sponsor's qverage premium 
equivalent and its reference premium. 

it 	 The average premium equivalent for a sponsor for a year is the average 
cost to the sponsor of the standard benefits (not including costs for 
supplemental benefits or cost sharing coverage) across all health plans 
offered by the sponsor, computed in, a manner similar to premiums for 
community-rated health plans, according to rules developed by the 
Secretary of the Treasury. The average premium equivalent includes all 
payment obligations of an experience-rated or self-insured plan (including 
any payments required under risk adjustment). 

The Secretary may require that the accounting practices and financial 
records of sponsors follow certain conventions to assure that the costs 



associated with the standard benefits are accurately segregated from the 
costs associated ~ith supplemental benefits or cost sharing coverage. 

2. 	 Determination of Reference Premiums 

a. 	 Determination of Reference Premiums for HCCAs 

1. 	 Beginning in 1997, the reference premium for a HCCA for a year is equal 
to the reference premium for the HCCA for the previous year, increased 
by the target growth rate for the year. 

n. 	 For 1996, the Secretary of the Treasury, in consultation with the Secretary 
of HHS, determines the reference premium as follows: 

(1)- A reference premium for each HCCA is determined for 1994, 
based on current health spending for the standard benefits package 
for the population expected to enroll in a community-rated health 
plan. 

(2) 	 The reference premium is adjusted for factors expected to change 
the risk composition or cost· of the population expected to enroll in 
a community-rated healtli plan, including: Changes in 
uncompensated care, changes in the insurance market, risk 
adjustment, and changes in the number and characteristics of 
people purchasing coverage. 

(3) 	 The reference premium should reflect a component for 
administrative costs, not to exceed 15% of claims costs. 

(4) 	 The reference premium for a HCCA for 1994 is inflated to 1996 
based on the increase. in per capita private sector health care 
spending (not to exceed X%). Note: X represents the current 
projected increase in private sector health care spending. 

iii. 	 The Secretary of the Treasury, in consultation with the Secretary of HHS, 
shall provide for mechanism by which the reference premium for a HCCA 
may be adjusted over. time to. reflect changes in the factors listed in ii(2) 
above. 

iv. 	 The Secretary of the Treasury shall publish the reference premiums for all 
HCCAs for a year before the start of the year, providing sufficient time to 
allow health plans to develop and file premium rates. 
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h. 	 Determination of Reference Premiums for Sponsors of Self-Insured or 
Experience-Rated Health Plans 

i. 	 Beginning in 2000, the reference premium for a sponsor for a year is equal 
to the reference premium for the sponsor for the previous year, increased 
by the target growth rate for the year. 

ii. 	 For 1999, the reference premium is the average of the follow~ng: 

(1) 	 The average premium equivalent for the sponsor for 1997, 
increased by the target growth rate for 1998 and the target growth 
rate for 1999. 

(2) 	 The average premium equivalent fot the sponsor for 1998, 
increased by the target growth rate for 1999. 

(3) 	 The average premium equivalent for the sponsor for 1999. 

Ill. 	 For new firms or firms that have not previously offered health coverage, 
the reference premium for a sponsor is based on the reference premiums 
for the applicable HCCAs, adjusted for the firm's demographic 
composition, according to rules developed by the Secretary of the 
Treasury, in consultation with the Secretary of HHS. 

iv. 	 The reference premium for a firm formed by a merger shall be based on 
the reference premiums of the firms forming the merger, according to rules 
developed by the Secretary of the Treasury. 

v. 	 The Secretary of the Treasury, in consultation with the Secretary of HHS, 
shall provide for mechanism by which the reference premium for a sponsor 
may be adjusted for material changeS in demographic composition 
(including age and geography) or health status. 

3. 	 Target Growth Rates 

a. 	 The target growth rate for a year is equal to the projected increase in the 
Consumer Price Index for the year, plus the following factors: 

i. 	 3.0 percentage points for 1997. 

11. 	 2.5 percentage points for 1998. 

iii. 	 2.0 percentage points thereafter. 

b. 	 If the actual increase in the Consumer Price Index is different from the projected 
increase, the target growth rate for the following year is adjusted accordingly. 
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Year by Year Analysis or Low Income Voucher Program ($ Billions) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

Baseline 

Medicaid ·96.4 108.2 121.5 136.3. 152.2 170.4 190.8 213.6 239.1 267.6 

Medicare 158.1 176.0 194.0 213.1 235.5 260.8 289.1 321.1 357.0 397.9 

Tax 84.7 92.4 99.5 . 107.4 117.0 127.3 137.8 149.2 161.5 174.5 
. Expenditures 

Baseline Total 339.2 376.6 415.0 456.8 504.7 558.5 617.7 683.9 757.6 840.0 

Reform 

Low Income 0 0 30.2· 49.5 62.4 75.2 . 87.0 96.3 103.2 109.9 
Voucher 
Program 

I 

Medicaid 96.4 105.6 114.0 123.0 132.0 141.6 155.2 170.0 186.0 203.4 
, 

157.7 172.3 184.9 200.0 214.5 230.8 251.4 275.3 302.1Medicare 333.6 

Tax expenditures 85.2 93.0 99.6 108.9 121.2 134.0 ·147.7 162.5 177.4 192.1 

Reform Total 339.2 370.9 428.7 48).4 530.1 581.6 641.3 704.1 768.7 839.0 

New Revenues 
Tobacco -15.1 -14.1 -14.0 -13.9 -13.8. -13.7 -13.6 -13.5 -13.4 -13.3 
High Cost Plans 0 ·0 - 1.1 - 1.7 - 1.9 - 2.1 -2.3 - 2.6 - 2.7 - 2.9 ' I 

Net Expected Surplus H -15.1 -19.8 - 1.4 + 9.0 + 9.7 + 7.3 + 7.7 + 4.1 - 5.0 -17.2 
,,~. ('.H~-~I"".'\ (,l'\ 
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6/27/94 
6 p.m. 

MAINSTREAM COALITION PROPOSED AGREEMENT 

PART ONE - COVERAGE 

I. 	 INSURANCE COVERAGE 

This section guarantees access to Qualified Health Plans for all U.S. citizens and 
lawful residents not covered under other public programs such as Medicare, 
Medicaid, CHAMPUS and DVA. This section details the establishment of Health 
Care Coverage Areas (HCCAs), institutes insurance market reforms, establishes 
standardized benefits packages, creates Qualified Health Plans (QHP), establishes 
eligibility for low-income assistance vouchers and expands tax deductibility of 
health insurance premiums. 

A. 	 Assurance of Universal Coverage 

1. 	 A National Health Commission (as described in Section XIV.) must 
report to Congress biennially on the status of health insurance 
coverage In the nation. The report must include, but is not limited to, 
the structure and performance measures of every market area, 
including the following: 

a. 	 Demographics of the uninsured, and findings on why those 
individuals are uninsured; 

b. Structure of delivery system; 

c. 	 Number, organizational form of health plans; 

d. 	 Level of enrollment in health plans; 

e. 	 State implementation of responsibilities, including 
establishment of coverage areas; 

f. 	 Status of insurance reforms; 

g. 	 Development of purchasing groups and other buyer reforms; 

h. 	 Success of market and other mechanisms·of controlling health 
expenditures and premium costs in,}he market area and 
nationally; .' 
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i. 	 Status of transition of Medicaid toward managed care and 
integration into AHPs; 

J. 	 Adequacy of subsidies for low income individuals; 

k. 	 . Status of Medicare beneficiaries, transition into Medicare 
managed care and QHPs; 

1. 	 Coverage progress among those who are employed, including 
status and level of voluntary employer contributions and 
participation rates in pools and among large employers; 

m. 	 Percentage of individuals who are enrolled in Qualified Health 
Plans, separated into categories of.Medicare, Medicaid, employed 
individuals and individuals eligible for low-income subsidies; 

n. 	 Informal recommendations, specific to each market area, on 
how the area might increase coverage among the residents and 
further moderate growth in premiums; and, 

o. 	 Evaluation of adequacy of benefit packages. 

B. 	 Coverage Trigger 

1. 	 . Establishes a national goal that 95% of all Americans will have health 
care coverage by 2002. 

2. 	 If this goal is not met, the Commission must submit formal and 
specific recommendations to Congress by January 1,2002 as draft 
legislation. The recommendations shall include methods to reach 95% 
coverage in market areas that have failed to meet that target. They 
must address all relevant parties, including states, employers, 
employees, unemployed and low income individuals, public program 
beneficiaries, etc. 

3. 	 In addition to any other recommendations it submits, the Commission 
must make separate recommendations on the following: 

a. 	 A schedule of assessments or contributions to encourage 
employers who are not doing so to purchase coverage for their 
employees; 

b. 	 A method of encouraging full coverage which does not require 
any assessments on or contributions fro!fl employers; 
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c. 	 Possible adjustments to the benefits package; 

d. 	 Possible adjustments to subsidies; and, 

e. 	 Possible adjustments to tax treatment of benefits. 

4. 	 Congressional Consideration of the National Health Care Comrnission 
Report. This proposed process is being reviewed by the Senate and 
House Parliamentarians. 

A. 	 Rules for the Senate 

, 1. 	 The Majority Leader must introduce the Report as a bill 
on the first day of session following the submission of the 
Report and legislative language. If the Majority Leader 
has not introduced the bill within five days of session, any 
Senator may do so. 

2. 	 The bill will be referred to the appropriate Senate 
Committee. 

3. 	 If the Committee fails to report the legislation by July I, 
2002 (or if the Senate is not in session on this date, by the 
first day of session after this date), it shall be automatically 
discharged from further consideration of the bill; and the 
bill shall be placed on the appropriate Senate calendar. 

4. 	 Within 5 session days after the bill is placed on the 
calendar, the Majority Leader, at a time to be determined 
by the Majority Leader in consultation with the Minority 
Leader, shall proceed to the consideration of the bilL 

If on the sixth day of session, the Senate has not proceeded 
to consideration of the bill, then the presiding officer must 
automatically put the bill before the Senate for 
consideration. 

5. 	 30 Hours ,of consideration 

,a. 	 Two hours for first degree relevant amendments 

b. 	 One hour for each relevant second degree 
amendment. 

c. 	 30 minutes on each debatable motion, appeal, or 
point of order submitted by the presiding officer to 
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the Senate and no motion to recommit shall be in 
order. 

6. 	 There shall be five hours of consideration of motions and 
amendment appropriate to resolve the differences 
between the Houses, at any particular stage of the 
proceedings. 

B. 	 Rules for the House of Representatives 

1. 	 The Majority Leader must introduce the Report as a bill 
on the first day of session following the submission of the 
Report and legislative language. If the Majority Leader 
has not introduced the bill within five days of session, any 
Member may do so. 

2. 	 The bill will be referred to the appropriate House 
Committee or Committees. 

3. 	 If the committee or committees fails to report the 
legislation by July 1,2002 (or if the House is not in session 
on this date, by the first day of session after this date), they 
shall be automatically discharged from further 
consideration of the bill. 

4. 	 On the sixth legislative day (the day on which the House 
is in session) after the date on which the bill has been 
placed on the appropriate calendar, it shall be privileged 
for any Member to move that the House resolve itself into 
the Committee of the Whole House on the State of the 
Union, for the consideration of the bill, and the first 
reading of the bill shall be dispensed with. 

5. 	 After general debate, which shall be confined to the bill 
and which shall not exceed four hours, to be equally 
divided and controlled by the Chairman- and Ranking 
Minority Member of the Committee or Committees to 
which the bill had been referred, the bill shall be 
considered as read for amendment under the five-minute 
rule. The total time for considering all amendments shall 
be limited to 26 hours of which the total time for debating 
each amendment under the five minute rule shall not 
exceed one hour. 

6. 	 At the conclusion of the consideration of the bill 'for 
.amendment, the Committee shall rise and report the bill 
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to the House with sUfh,,,amendments as may have been· 
adopted, and the previous'questior{shall be considered as 
ordered on the bill and the amendments thereto to final 
passage without intervening motion except one motion to 
recommit. 

C. Health Care Coverage Area 

The major vehicle for reorganizing the health care marketpJace would be the 
establishment of geographic areas called Health Care Coverage Areas 
(HCCAs). Employees of employers with fewer than 100 employees and 
individuals residing or working in the HCCA would be pooled together and 
would be eligible for insurance at an age-adjusted community rate. HCCAs 
are established by each state and a minimum number of 250,000 lives must be 
included in the HCCA rating pooL States may enter into cooperative 

. agreements to establish interstate HCCAs. States may decrease the number of 
covered lives included in a rating pooL 

Within each HCCA, consumers will have several different options available 
to purchase health insurance. Employers and individuals may purchase 
coverage directly from an insurer or agent, they may enroll at designated 
state enrollment sites or they may chose to join a purchasing cooperative. 
Accountable Health Plans may charge different administrative (or 
enrollment) fees depending upon how the plan is purchased. If a Point of 
Service (POS) Option plan is not available in the HCCA in which an 
individual lives or works, the individual may purchase such a plan in an 
adjacent HCCA. 

D. Insurance Market Reforms 

The Secretary of HHS shall, within six months of enactment, and in 
consultation with private expert entities such as the National Association of 
Insurance Commissioners (NAIC), develop federal standards with which 
Qualified Health Plans must comply in order to be deductible by anemployer 
or an individual. While these federal standards will be established by the 
Secretary of Health and Human Services, the enforcement will be by the state 
or the Department of Labor depending on the nature of the Qualified Health 
Plan. All Qualified Health Plans must: 

1. Guarantee issue to all qualified applicants. 

2. Guarantee availability throughout the entire area in which it is offered . 

.3. Guarantee renewal to all qualified enrollees, except in instances of non
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payment of premiums or fraud or misrepresentation. 

4. 	 Not deny, limit, or condition coverage based on health status, claims 
experience, or medical history during the annual open enrollment 
period. The bill includes a first-time enrollment amnesty extended for 
a certain period after the date of enactment. Individuals are 
encouraged to maintain continuous coverage. Continuous coverage 

. means that the period between the date of enrollment in a health plan 
and the last date of coverage may be no longer than three months. If 
an individual has not maintained continuous coverage or is enrolling 
in a plan for the first time, after the initial open enrollment period, 
coverage may be subject to a pre-existing condition limitation of no 
more than six months. Pregnancy and pre-natal care are exempted 
from this limitation. 

5. 	 Comply with all rating requirements, including age and family size 
adjustments, within the coverage area. ( Special rules will be 
established to apply to Employer Sponsored Heatlh Plans and 
Qualified Association Plans). 

6. 	 Comply with enrollment process. 

7. 	 Comply with financial solvency requirements, premium and collection 
criteria. (Special solvency rules are established for certain types of plans 
for large employers). 

E. 	 Benefit Packages 

1. 	 Within six months of enactment, the Commission (described in . 
Section XIV.) shall develop and submit to the Congress clarification of 
the initial standard and basic benefits packages. These packages must 
adhere to the following:' 

a. 	 The actuarial value of the Standard Benefit Package can not 
exceed the actuarial value of the Blue Cros's/Blue Shield 
'Standard Option under the Federal Employees Health Benefits 
program. 

b. 	 The Basic Benefit Package must contain higher cost sharing 
and/or fewer categories of benefits. 

c. 	 Both benefit packages must include a full range of medically 
appropriate treatments and preventive services. 
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2. Categories: 

The following categories of benefits ~re'"to be included in the benefits 
package: 	 . 

a. 	 Inpatient and outpatient care. 
b. 	 Emergency, including appropriate transport serviCes. 
c. 	 Clinical preventive services, including services for high risk 

I" populations, immunizations, tests or clinician visits. 
d. 	 Menta"l Illness and Substance Abuse. 
e. 	 Family planning and services for pregnant women. 
f. 	 Prescription drugs and biologicals. 
g. 	 Hospice Care. 
h. 	 Home health care. 
1. 	 Outpati~nt laboratory, radiology and diagnostic. 
J. 	 Outpatient rehabilitation services. 
k. 	 Vision care, hearing aids and dental care for individuals under 

22 years of age. 
1. 	 Patient care costs associated with investigational treatments that 

are part of approved clinical triaL 

3. . Priorities: 

Within the constraints of the actuarial limits set in this act, Congress. 
directs the Commission to adhere to the following priorities: 

a. 	 Parity for mental health and substance abuse services, which 
shall consist of a broad array of mental health and rehabilitation 
services managed to ensure access to medically necessary, and 
psychologically necessary treatment and to encourage the use of 
outpatient treatments to the greatest extent feasible. 

b. 	 Consideration for needs of children and vulnerable populations, 
including rural and underserved persons. 

c. 	 Improving the. health of Americans through prevention. 

4. 	 Medically Necessary or Appropriate 

A Qualified Health Plan shall provide for coverage of the categories of 
benefits described in this section for treatment and diagnostic 
procedures that are medically necessary or appropriate. 

An item or service is "medically necessary or appropriate" if, consistent 
with prevailing medical standards, it is; 
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a. 	 For treatment of a medical condition. 

b. 	 Safe and' effective (Le., there is sufficient evidence to 
demonstrate that the item can reasonably be expected to produce 
the intended health outcome or provide the intended 
information). 

c. 	 Medically appropriate for a specific patient (i.e., it can reasonably 
be expected to provide a clinically meaningful benefit if . ! 
furnished in a setting commensurate with the patient's needs). 

Criteria for determination of medically necessary or appropriate are set 
forth. QHPs shall make all coverage decisions under these criteria. 
The Commission can, in limited circumstances, issue interim coverage 
recommendations. 

5. 	 Cost-Sharing 

The Commission shall also develop multiple cost sharing schedules 
which vary by delivery system organization: In making these 
determinations, the Commission will consult with expert groups for 
appropriate schedules for covered services. This clarification is subject 
to approval by Congress under expedited procedures. 

6. 	 Limitations 

The Commission is prohibited from specifying provider types or 
specific procedures in the benefit packages. 

7. 	 Additional Commission duties related to defining the basic and 
standard benefits packages: 

a. 	 Develop interim coverage decisions in limited circumstances. 

b. 	 Design the basic and standard benefits packages to prevent 
adverse risk selection when combined with the risk adjustments 
called for in the bill. 

c. 	 May not specify provider types when clarifying covered benefits .. 

d. 	 May not specify particular procedures or treatments or classes 
thereof. 

8 



8. 	 Consideration of Commission Recommendations 

The Commission will have the authority to pr~p~se modifications to 
the benefits package (within the actuarial value ceiling described above) 
that would not go into effect unless approved by Congress under base
closing procedures. The Commission is responsible for any updates to 
the benefits packages after the first year and these updates are also 
subject to Congressional approval under expedited procedures. 

ll. 	 Qualified Health Plans 

A. 	 Accountable Health Plans (AHPs) 

1. 	 Definition: a health plan that may be operated as a variety of delivery 
systems such as indemnity plans, preferred provider organizations, 
health maintenance organizations, or other delivery systems. An: AHP 
is a health plan that is certified by the state as meeting insurance 
market reform standards, health plan standards, quality, reporting 
standards, and other standards. 

2. 	 Standards 

The National Health Care Commission (described in Section XIV.) will 
establish standards for AHPs. In addition, AHPs: 

a. 	 Must meet insurance reforms described in (I., C.). 

b. 	 May not engage in marketing or other practices intended to 
discourage and/or limit the issuance to eligible individuals on 
the basis of health condition, industry, geographic area or other 
risk factors. 

c. 	 Must make a health plan available throughout the entire HCCA 
area in which it is offered. 

d. 	 Must demonstrate its ability to make availaME!';;nd accessible to 
each potential enrolle in the area the full range of benefits 
required under the standard and basic benefit packages, when 
medically necessary and promptly. 

e. 	 Must provide for the application of coverage standards (for 
benefits) which are consistent with the coverage standards issued 
by the Commission and disclosed to plan enrollees. 
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f. 	 Must not accept enrollment of an individual who is currently 
enrolled in another AHP. 

g. 	 Must make available to nonparticipating providers the criteria 
used in selecting those providers that are permitted to participate 
in the plan. 

h. 	 Must comply with federal information requirements. 

i. 	 Must offer the standard and basic benefit packages, but may also 
offer benefits in addition to these packages, if such additional 
benefits are offered and priced separately from the standard and 
basic benefit packages. 

j. 	 Must comply with a system of binding arbitration for coverage 
disputes. 

B. 	 Employer-Sponsored (risk-bea,ring) Plans 

1. 	 Definition: a group health plan that may be operated as a network plan 
or an indemnity plan for which the employer retains all or a portion of 
the insurance risk, commonly referred to as self-insured. 

2. 	 Standards: 

a. 	 Employer sponsored plans must meet all the standards for AHPs 
and insurance market reforms, except they are not required to 
take all applicants, and the population served and area covered 
is defined by such an employer'S employee population. 

b. 	 Financial solvency, reserve, and guarantee fund standards will 
be established by the Secretary of the Department of Labor (DoL) 
consistent with the applicable rules under Part 4 of Title I of 
ERISA. 

c. 	 The Secretary of DoL may take corrective actions to terminate or 
disqualify an employer-sponsored plan that does not meet the 
above standards. 

d. 	 The Secretary of DoL is appointed as trustee for insolvent 
employer-sponsored health plans. 

• 
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c. 	 Qualified Association Plans (QAPs) 

I 
1. 	 Definition: Association health plaris that have been in existence for' 

three years prior to the date of enadtment. 

2. 	 Standards: 

a. 	 Must meet all standards for AHPs with the following exceptions: 

I 
i. 	 Special solvency requirements will be established by DoL 

forQAPs. 

ii. 	 Must only take any member in their designated 
association. I 

3. 	 Requirements for Sponsoring Entity (Association) 
I 

a. 	 Must be organized and mairitained in good faith. 

b. 	 Must have appropriate by-laws that specifically state the purpose, 
as a trade association, industry association, professional 
association, chamber of comberce, religious organization, or 
public entity association. 

c. 	 Must have been established and maintained for substantial 
purposes other than to provide the health care required under 
this section. I 

d. 	 Must be, and have been, in ~peration (together with its 
immediate predecessor, if ariy) for a continuous period of not 
less than 3 years. 

e. 	 Must receive the active support of its membership. 

I 
4. 	 Treatment of Multiple Employer iWelfare Arrangements (MEWAs) 

a. 	 In general, upon enactment, a MEW A will meet the standards to 
become either a QAP or a cJrtified purchasing group.. . 

b. 	 Any MEW A that has been ih effect for not less than 18 months 
upon enactment and with r~spect to which there is application 
with the domicile state for c~rtification as a QAP, shall be treated 
for purposes of this subtitle las a Qualified Health Plan (if such 
plan otherwise meets the requirements of this Act); 
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c. 	 However, MEW As will not be a1:Jle to continue to operate if the 
domiCile state can demonstrate that -

i. 	 the sponsor has made fraudulent or material 
misrepresentation(s) in the application; 

11. 	 the plan that is the subject of the application, on its face, 
fails to meet the requirements for a complete application; 
or 

111. 	 a financial impairment exists with respect to the applicant 
that is sufficient to demonstrate the applicant's inability to' 
continue its operations. 

5. 	 Treatment of Rural Electric Cooperatives (RECs) and Rural Telephone 
Cooperative Associations (RTCs) 

RECs and RTCs can continue to exist if they meet the same standards as 
QAPs; or if they are certified by the state as a purchasing group. 

D. 	 Multi-Employer (Taft-Hartley) Plans 

Taft-Hartley plans must meet the same requirements as large employers. (See 
Section.III.S. below) 

E. 	 Public Programs 

Existing public programs like Medicare, Medicaid, Department of Defense 
health 	programs, Department of Veterans Affairs health programs and Indian 
Health Service programs are considered to be Qualified Health Plans for the 
purposes of this section. 

F. 	 Pre-emption of Certain State Laws regulating Insurance Plans 

The following state laws relating to health plans are preempted for any QHP: 

1. 	 State laws that restrict plans from: 

a. 	 limiting the number and type of providers who participate in a 
plan; 

b. 	 requiring enrollees to obtain health services from participating 
providers; 
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c. 	 requiring enrollees to obtain referral for treatment by a specialist 
or health institution; 

d. 	 establishing different payment rates for participating providers; 

e. 	 creating incentives to encour1ge the use of participating 
providers; 

2. 	 State corporate practice of medicine 

3. State mandated benefit laws. 

G. 	 Advance Directives 

1. Right to Self-Determination 

laws; 

a. 	 Each Qualified Health Plan tftust notify enrollees of their rights 
to self-determination in health care decision-making and of the 
plan's policy regarding adv~nce directives. Plans must 
maintain procedures to require that the existence and content of 
an advance directive is recorded in the patient's chart (written or 
electronic) and provide for a mechanism to notify all appropriate 
health care providers of the information. 

b. 	 Plans must provide for educrtional activities for patients and 
providers and must have a functioning process to provide for 
communication between thelpatient and the appropriate health 
care provider regarding all aspects of the patient's care, including 
obtaining informed consent,/patient prognosis and treatment 
decisions, and the formulation of advance directives. 
Discussions of prognosis an4 treatment alternatives should 
occur at the time of diagnosis, prior to treatment and whenever 
there is a significant change bf status which affects diagnosis, 
prognosis and treatment. 

c. 	 In order to receive Medicare. or Medicaid reimbursement for 
particular procedure codes t~ be determined by the Secretary of 
HHS, claims forms (written lor electronic) must include the 
physician's certification indicating that the patient discussed 
with the physician the diagrlosis, prognosis and treatment 
options and that the patienes questions were answered. 
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2. 	 Decisions by Surrogates 

In the event that a state does not have a law on surrogate decision
maker for health care decisions, a federal health care surrogate standard 
shall apply. This standard is: 

a. 	 A surrogate may make a health-care decision for a patient who is 
an adult or emancipated minor if the patient has been 
determined by the primary physician to lack capacity and no 
agent or guardian has been appointed or the agent or guardian is 
not reaso-':lably available. 

b. 	 An adult or emancipated minor may designate any individual to 
act as surrogate by personally informing the supervising health
care provider or specifying it in a health care power of attorney. 
In the absence of a designation, or if the designee is not 
reasonably available, any member of the following classes of the 
patient's family who is reasonably available, in descending order 
of priority, may act as surrogate: 

i. 	 the spouse, unless legally separated; 

ii. 	 an adult child; 

Ill. 	 a parent; or 

i v. 	 an adult brother or sister. 

c. 	 If.none of these individuals are reasonably available, an adult 
who has exhibited special care and concern for the patient, who 
is familiar with the patient's personal values, and who is 
reasonably available may act as surrogate. 

d. 	 A surrogate shall communicate his or her assumption of 
authority as promptly as practicable to the specified members of 
the patient's family who can be readily contacted. 

III. 	 Large and Small Employer Responsibilities and Purchasing Groups 

A. 	 Small Employer Purchasers 

1. 	 Definition: employers with 100 or fewer full-time employees. 

2.' 	 Responsibilities: 
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I 
I 

I 

I
! . 

a. 	 May not be the sponsor of a r,isk-bearing plan, but if a member of 
. I 

an eligible Association may jpin a QAP . 
. "; 	I ' 

! 	 . 
b. 	 Must provide all employees /(including part-time and seasonal) 

with information regarding all AHPs offered in the HCCA in 
which the employer is 10catJd. 

I 
I 

c. 	 If an employee resides in ariother, HCCA, the employer must 
provide information regarding how to obtain information 
regarding AHPs available itt that HCCA. . 

I . 
I 
I 

d. 	 Small employers must maKe available to their employees a 
choice of at least three Qudlified Health Plans either by joining a 
purchasing group or thro~gh independent brokers or insurance 
agents. I 

! 
e. 	 Small employers who contribute toward coverage must pay to 

any Qualified Health Pla~ selected by the employee an amount 
equal to the contribution ithey would make on the employee's 
behalf to the health plan ~elected by the employer. 

I 
I 
I 

f. 	 Payroll Deduction. If an iemployee requests, employer must 
arrange for payroll deduFtion to pay the premium amount due, 
less any employer contribution, to the plan or purchasing group 
of the employee's choice! However, if the employee selects a 
plan other than those offered by the employer, the 
administrative cost of m,aking such a payroll deduction may be 
charged to the employee. 

I 

B. 	 Large Employer Purchasers ! 

I 

1. Definition: employers with ~ore than 100 full-time employees. 
. . I 

2. 	 Responsibilities: i
I 

a. 	 All large employers Just offer their employees a choice o~ at 
least three QHPs, one/of which must be a point-of-service option 
and one of whieh mu~t offer a basic benefits package. A large 
employer may comply with this subsection by offering QHPs 
'provided by a single ~ntity. Large employers may also meet this 
obligation, in part, by making available to their employees the 
choice of a Qualified {Association Plan (see below). 

b. 	 Large employers are! ineligible to jOi~ the small employer and 
individual purchasi~g groups or to purchase insurance at the 

. I 
I 
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community rate either through a broker, independent agent, 
purchasing cooperative, or public enrollment office. 

c. 	 Employees pf large employers are also ineligible to purchase 
insurance at the community rate either through a broker, 
independent agent, purchasing cooperative, or public 
enrollment office. 

d. 	 All large employer purchasers are regulated by the DoL and 
remain subject to ERISA. 

e.. 	 If an employer contributes to its employee's health coverage, it 
must provide coverage as of the first day of the month in which 
an employee becomes eligible. Once terminated, coverage 
continues through the end of the month of termination. 

COBRA. An individual whose employment has been 
terminated by a large employer must elect within 30 days of the 
termination to either remain in the plan provided by the 
employer for a period not to exceed 12 months, or until the 
individual is reemployed, whichever is less. 

g. 	 Selection of Plan by Majority of employees. Each employer shall 
make selection of health plans on an annual basis. Employers, 
who are not contributing to coverage, shall comply with a 
selection made by more than 50% of employees. 

c. . 	 Individual and Small Employer Purchasing Groups 

1. 	 These purchasing groups shall be chartered under state law. 

2. 	 Membership in these purchasing groups will be voluntary and limited 
to employers and employees of businesses with 100 or fewer 
employees, and to all other non-Medicaid U.S. citizens or legal 
residents not employed by a large employer who live in the HCCA 
area. 

3. 	 Nothing in the Act shall be construed to require any individual or 
small employer to purchase exclusively through a purchasing group. 

4. 	 Nothing in the Act requires the establishment of a purchasing group 
nor prohibits the establishment of a purchasing group in an area. 

5. 	 Nothing in the Act shall be' construed from preventing a purchasing 
group from being the purchasing group for more than one HCCA. 
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6. 	 Nothing shall be construed to pr~v~n~ (l state frpm ,establishing or 
designating more than one purchas,ing' group ill" a HCCA. 

7. 	 Purchasing groups are permitted td contract selectively with Qualified 
Health Plans. Purchasing groups a,~e permitted to negotiate a price 
lower than the community rate, if ;so, that price becomes the plan's 
new community rate. Nothing in /this act shall be construed to prevent 
a purchasing group from negotiating prices on administrative fees or 
items outside the basic and standatd benefits packages which may be 
unique to the purchasing group. ,I . 

. 	 I 
I 
I 
r

D. 	 Allowing Access to Federal Employee Health Benefit Program 
, I 

I 
Any plan under the Federal Employee ~ealth Benefit plan offered to federal 
employees in a HCCA must be available for purchase by individual and small 
group purchasers in that area. Non-fed;eral employee purchasers shall pay a 
premium amount based on the local community rate for that plan, and shall 
not be a part of the FEHB insurance p9ol. Plans offered nationally through 
FEHB shall not be required to be openl to non-federal employee enrollment. 

. I 
I 
I 

IV. 	 Nondiscrimination provisions that apply to I~ll employers: . 

A. 	 General Rules I 
I 
I 
I 	 . 

Employers that contribute to the purchase of any employee's health care 
coverage may not discriminate against any employee based on the employee's 
income. Employers that contribute t¢ the purchase of any full-time 
employee's health care coverage mu~lt make an equal dollar contribution to 
all full-time employees choosing to piurchase health care coverage offered by 
such employer. In addition, employers that contribute to the purchase of any 
part-time employee's health care co~~rage must make a proratated equal 
dollar contribution to all part-time imployees choosing to purchase health· 
care coverage offered by such employer. 

I 

1. 	 A large employer that other",/ise contributes shall not be required to 
offer an equal dollar contrib~tion to an employee or "cash out" an 
employee that does not choo~e to purchase health care coverage offered 
by such employer. I 

r 
I 

2. 	 For purposes of part-time eqiployees, a dollar contribution will . 
constitute an equal dollar cbntribution if the employer makes a dollar 
contribution proportionate tp the number of hours worked by the part-
time employee. i 

I 
I 
I 
I 
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B. 	 Special Rule for Small Employers 

1. 	 To the extent a small employer contributes to an employee's health 
care coverage, the employer cannot discriminate against an employee 
that chooses to purchase health care coverage from other than such 
small employer. 

2. 	 In no event shail a small employer be required to "cash out" an 
employee who does not choose to purchase health care coverage 
through the employer. For example, if a small employer makes a 
contribution on behalf of a full-time employee that chooses a plan the 
employer offers, it must also make a contribution to a full-time 
employee that chooses a Qualified Health Plan not offered by the 
employer. 

3. 	 Small employers may charge a reasonable fee to cover their 
administrative costs associated with withholding and remitting 
employee health insurance premiums of employees not opting for the 
health care coverage offered by the small employer. 

C. 	 Penalties 

To the extent an employer does not comply with these nondiscrhnination 
rules, a penalty will be assessed for the period of time the employer is in 
noncompliance. Such penalty will be equal to $100 for each day, or part 
thereof, of such period. (See Section 4980B of the Internal Revenue Code for 
analogous rules). 

D. 	 Definitions 

1. 	 A full-time employee is.defined as an individual who is employed for 
an average of 30 or more hours per week. 

2. 	 A part-time employee is defined as an individual who is employed for 
an average of at least 10 hours per week, but less than 30 hours per 
week. 

3. 	 An individual does not qualify as a full-time or part-time employee 
until the individual has been employed for six months (Le., seasonal 
employees are not treated as part-time employees). 
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E. 	 Exemption for Collectively Bargained Plans 

Single-employer and multi-employer b~~a fide collectiveiy bargained plans 
are exempt from these nondiscrimination rules. , 

V. 	 Assistance to Individuals and Families for the General Purchase of Insurance 
I 

A. 	 Eligibility: . I 
Individuals and/or families not otherwise ~ligible for Medicare or Medicaid, 
whose income is less than 240% of the fed~ral poverty level will be eligible for 
a voucher for the purchase of a Qualified Health Plan. 

B. 	 Amount of Voucher 

1. 	 For individuals and families with i~comes less than 100% of poverty 
the voucher will be equal to 100% of the average premium of the 
lowest 2/3 of Qualified Health Plans offered in the HCCA in which 
they reside or work. . 

2: 	 For individuals and families with income above 100% of the federal 
poverty level, the Voucher amount &m be decreased on a sliding scale 
basis to 240% of the federal poverty leveL 

C. 	 Phase-in Schedule for Vouchers 

Vouchers will be phased-in at the beginning of each year under the 
following schedule: . 

I 
Calendar Year Percentage of PON-erty 

1997 	 90% 
1998 	 120% 
1999 	 150% 
2000 	 180% 
2001 	 240% 

D. 	 Administration of Vouchers 

1. 	 The Secretary of HHS will establish a mechanism for 
determining eligibility for vouchers, for distributing application 
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forms, and to the extent practicable, for allowing enrollment in a 
Qualified Health Plan at the time of application for subsidy. 

2. 	 The Secretary may provide for administration of Vouchers through an 
appropriate State agency. 

VI. 	 Assistance to Inqividuals and Families -- Expanded Tax Deductibility 
(Described in Section XIII.,B.) 

VII. 	 Expanding Access for Underserved Populations 

A. 	 Community-Based Primary Care Grant Program 

1. 	 Three grant programs would be established to promote community 
health plans and pra~tice networks. 

a. 	 The HHS Secretary will establish a program to administer grants 
to the states for the purpose of creating or enhancing 
community-based primary care entities that provide services to 
low-income or medically underserved populations. This 
provision is designed to complement the existing federal 
Community-and Migrant Health Center programs by making 
flexible funding available to local public health departments, 
rural hospitals, and other public and private community care 
entities. 

b. 	 The Secretary of HHS may make'grants to and enter into 
contracts with consortia of public and private health care 
providers -for the development of qualified community health 
plans and practice networks. The Secretary will give preference 
to plans and networks with three or more categories of providers 
such as EACH/RPCHs, MAFs and other rural hospitals, migrant 
health centers, community health centers, homeless health 
services providers, public housing providers, family planning 
clinics, Indian health programs, maternal and child health 
providers, federally qualified health centers and rural health 
clinics, state and local health department programs and health 
professionals and institutions providing services in one or more 
Health Professional Shortage Areas (HPSAs) or to medically 
underserved populations. 

c. 	 Loans and loan guarantees for capital costs would be authorized 
for the development of qualified community health plans or 
practice networks. 
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I 
B. . Enhanced Assistance for Federally QualifiJd Health Centers 

I 

1. 	 Expanded resources will be provide~ for the Federally Qualified Health 
Cffi~~ 	 I 

I
I 	 . 

2. 	 This provision is intended to comRlement the state-based community 
primary care grant program descri~ed above. Both provisions are 
aimed at addressing the shrinking availability of primary health care 
services in the country's rural and! inner-city communities. 

I 
. 	 I 

Tax Incentives for Practice in.Rural, Frorltier, and Urban Underserved Areas 
(As described in Section XIII., D.) I . 

/ 
D. 	 Development of Networks of Care in RJral and Frontier Areas, 

I 

1. 	 The HHS Secretary is authorized to waive certain Medicare and 
Medicaid requirements for demohstration projects to operate rural 
health networks. Public and privkte entities may apply for such 
waivers. The Secretary may awatd grants to assist organizations in 
rural networks planning. I 

I 
I 

. 2. 	 The Secretary will conduct a study on the benefits of developing a 
supplemental benefit package arid making available premiums that 
will improve access to health services in rural areas. 

i 

I 
i 

E. 	 Grant Program for Low Interest loans ,for Capital Improvement in Rural and 
Underserved Areas I 

I 
f 

Loans and loan guarantees for capital costs would be authorized for the 
development of qualified community!health plans or practice networks.. 

I 
I 

F. 	 Office of the Assistant Secretary for Rural Health 
I 

. I . 
I 

Under this provision, the position of/Director of the Office of Rural Health 
would be elevated to the position of the Assistant Secretary for Rural Health. 
The mission of the office would be e~panded to include advising on how 
health care reform could impact rur/al areas. 
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G. 	 Rural and Frontier Emergency Care 

A rural emergency medical services program is established to improve 
emergency medical services (EMS) operating in rural and frontier 
communities. This program will: 

1. 	 Offer a matching grant program for improving state EMS services. 
These grants will encourage better training for health professionals and 
provide necessary technical assistance to public and private entities 
which provide emergency medical services; 

2. 	 Provide federal grants to states for telecommunications demonstration 
projects linking rural and urban health care facilities; 

3. 	 Establish an Office of Emergency Medical Services to provide technical 
assistance to state EMS programs; 

4. 	 Federal grant support will also be provided to the states for the 
development of air transport systems to enhance access to emergency 
medical services. 

H. 	 Medicare Dependent Hospitals 

1. 	 Modify Payments to Medicare Dependent Hospitals in the following 
manner: 

a. 	 base payments on a 36 month period beginning with the first day 
of the cost reporting period that begins on or after April 1, 1990; 

b. 	 conform target amounts to extension of additional payments; 

c. 	 clarify of updates; and, 

d. 	 would extend Medicare-dependent hospital classification 
through 1998. 

2. 	 Would establish a demonstration project regarding payment to larger 
Medicare dependent hospitals. 

I. 	 EACHlRPCH Program Improvements and Extension to all States 

1. 	 Expands the EACH/RPCh program to all states. 

2. 	 Rural community hospitals meeting eligibility criteria may qualify as 
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Rural Emergency Access Community Hospitals (REACHs). 
',. I '.. .' , ' 

3. 	 Current special reimbursement to small rural Medicare--dependent 
hospitals enacted in Omnibus Budget Reconciliation Act of 1989 is 
extended. . 

4. 	 Modify provisions that relate to hospital inpatient services in a Rural 
Primary Care Hospital so that: I ' 

I 
a. 	 a RPCH cannot have more than 6 beds; 

I 
b: 	 the RPCH cannot perform sllrgery or any service requiring 

general anesthesia (unless tH,e risk of transferring the patient 
outweigh the benefits); I . 

c. 	 the Secretary can terminate the RPCH designation if the average 
length of stay for the previolls year exceeded 72 hours. In 
determining the average length of stay, cases which exceed 72 
hours due to inclement weather or other emergency conditions 
are not included in the calc41ations; 

I 
d. 	 the GAO must submit a report determining if the revised RPCH 

criteria have resulted in RPCHs providing patient care beyond 
their abilities or have limitJd RPCHs' abilities to provide needed 
services. 

5. 	 Designates EACH hospitals so that: 
I 


a. 	 urban hospitals can be designated as EACHs and do not need to 
meet the 35 mile criteria, b:ut do have to meet all the remaining 
criteria. Urban EACHs woi.Jld still be subject to the Medicare 
Protective Payment Systerrl; and, 

I , 
b. 	 hospitals located in adjoining states and otherwise eligible as 

EACHs and RPCHs can p~rticipate in a state's rural health 
network and these hospidls or facilities are permitted to receive 
grants. 

6. 	 Permit RPCHs to maintain swing beds in a Skilled Nursing Facility 
except that the number of swinglbeds may not exceed the total number 
of swing beds established at the time the facility applied for its RPCH 
designation. Beds in a distinct~Rart SNF do not count' towards the total 
number of swing beds. I 

7. 	 Extend the deadline for the devjblopment of prospective payment 
system for inpatient RPCH services to January I, 1996. 
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8. 	 Clarify that physician staffing criteria only apply to doctors of medicine 
and osteopathy. 

9. 	 Adopt technical amendments relating to Part A deductible, coinsurance 
and spell of illness. 

10. 	 The Department of Justice and Federal Trade Commission would be 
instructed to issue formal guidelines for EACH/RPCHs. 

11. 	 The Secretary would be permitted to designate an unlimited number of 
RPCHs in non-EACH states. The RPCHs must establish relationships 
with a full-service rural hospital that meet the same criteria as EACHs 
with the exception of the criteria that the EACH have 75 beds. 

12. 	 HHS would be required to conduct a pilot program that would allow 
RPCHs to admit patients on a limited DRG basis instead of using the 
72-hour average length of stay criteria. 

13. 	 Codify the MAF requirements into Medicare, allowing Medicare to 
reimburse on a cost basis those facilities which meet the MAF 
requirements. 

14. 	 Develop a grant program for states that operate MAFs. The grant 
program would be modeled after the EACH/RPCH program. 

J. 	 Extends the Rural Health Transition Grant Program 

Extends the program through FY 1998 with authorized, appropriations of $30 
million annually, FY 1993 - 1998. Reports from grantees would be required 
every 12 months. As of October I, 1994, RPCHs are eligible for rural health 
transition grants. 

K. 	 Increases reimbursement to PAs and NPs under Medicare 

1. 	 Certified Nurse Practitioners and Physicians Assistants would be 
reimbursed at 85% of the RBRVS rate for services performed in all 
outpatient settings. 

. 2. 	 Under Medicare, certified Nurse Practitioners would be reimbursed at 
65% of the RBRVS rate for assisting at surgery in urban areas. 

3. 	 States would be required to directly reimburse all certified Nurse 
Practitioners in a rural area under Medicaid. This expands the current 
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requirement that all states directly reimburse pediatric and family 
Nurse Practitioners, which gives.s~altes the option of directly 
reimbursing other types of NPs. . . 

L. 	 Telemedicine and Related TelecommuniCations Technology 

1. 	 Coordinates various federal grant Jrograms which fund telemedicine 
and related telecommunications demonstrations and grant programs. 
This provision establishes a federal/interagency task force, coordinated 
and chaired by the Department of Health and Human Services, would 
be established to oversee telemeditine and other telecommunications 
demonstration projects already underway. 

I 
2. 	 A grant program would be established to fund telemedicine and related 

telecommunications technology in !rural areas. The program would be 
administered through the Assistant Secretary for Rural Health. 
Applicants for the grant would be ~ural health care providers such as 
rural referral centers, rural health jclinics, community health centers, 
migrant health centers, area healtH and education centers, local health 
departments and public hospitals. 

M. 	 National Health Service Corps 

1. 	 Fully funds the National Health Service Corps program and require 
that at least 20% of those in the Sdholarship and Loan Repayment 
Program be nurses and PhYSiciansl assistants 

2. 	 Reauthorize the Community Schdlarship Program. In addition, the 
criteria for selecting students should be modified and a 15% 
administration fee for those agencies administering the scholarships 
should, be established. 

N. 	 Indian Health Reform Amendments 

1. 	 Indian Health Service remains as a provider of health {Dre for the 
Indian population. 

2. 	 Reaffirms current federal policy of guaranteeing that Indian Tribes 
should be eligible to apply for alliappropriated funds and grants created 
under health reform legislation, at levels not less than any other 
qualified entities. This provisiorl is simply a reaffirmation of current 
Federal policy. I .. 
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3. 	 Requires the Assistant Secretary for Indian Health to establish a new 
formuJa for the distribution to tribes of all new funds that become 
available for health care initiatives and programs under health reform. 
This formula would consider differences in local resources, status of 
health, socioeconomic status of Tribal people, and 
facilities / equipment/staff that are available. 

4. 	 Retains Indian eligibility under current law for additional benefits. 
Under this provision, whatever comprehensive benefits one accrues 
through health reform legislation, Indians would not -lose any current 

-benefits. Such benefits include all supplemental benefits, such as 
environmental health, mental health benefits, and alcohol abuse 
treatment. 

O. 	 Transitional Requirements for Plans Serving Special Needs Populations 

1. 	 Nondiscrimination Service Area Standards 
Health plans must not discriminate in the drawing of services area 
boundaries on the basis of race, ethnicity, socioeconomic status, age, or 
anticipated need for health services. 

- 2. 	 Special Access Standards 
Plans must meet special access standards that take into account the 
special needs and circumstances of urban and rural underserved areas. 
The Secretary would be required to establish access standards for 
enrollees living in medically underserved areas that take into account 
the following indicators: 

a. 	 Accessibility of primary care services based on measures such as 
the ratio of primary care providers to expected enrollees; 

b. 	 Accessibility of other services, based on measures such as travel 
time; 

c. 	 Accessibility of health plans services for individuals with 
limited ability to speak the English language, and for population 
with similar needs. 

3. 	 Reporting Requirements 
- Health plans must report on key indicators of access, quality and 

service in a manner that provides separate information and 
monitoring for those in medically underserved areas. 

-4. 	 Designation of Underserved Communities and Populations 
The Secretary would annually designate underserved areas and 
populations as either of the following areas: 

a. 	 Areas with a shortage of personal health services as designated 
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under section 332(a)(3) or 130~(7) of the Public Health Service 

b. 	 ~~~lth Professional Sh~rtage ~reas as described i~ section 
332(a)(1)(a) of the PHS Act; I 

c. 	 High impact areas as describeCi in section 329(a)(3) of the PHS 
Act; or . I 

d. 	 an area which includes a pOPrulation group which the Secretary 
determines as a health manpower shortage area under Section 
332(a)(1)(B) of the PHS Act. . 

5. 	 Certification of Essential Community Providers 
Any public or non-profit private entity furnishing services in a 
designated medically underserved tommunity or population may 
apply to the Secretary for certificati~n as an essential community 
provider. In order to be certified, tHe entity: 

I 	 . 

a. 	 Must be a public or non profit private entity; . 
b. 	 Must be capable of providing! for a full range of primary health 

care services that are availabl~ and accessible promptly, as 
appropriate and in a manneri which assures continuity; . 

c.Have organization arrangements for quality assurance programs 
and maintaining patient recdrd confidentiality; 

d. 	 Demonstrate financial respoitsibility; 
e. 	 Accept all patients notwithstJnding their ability to pay; 
f. 	 Make every effort to collect Jppropriate reimbursement from 

Medicare, Medicaid and third party payers; 
g. 	 Establish Cl sliding-scale fee sdhedule based on ability to pay for 

services; I 
h. 	 Reviews annually its catchment area; . 
i. 	 Where appropriate, provides access to patients with limited 

english-speaking ability; 
j. 	 Meets the requirements of section 1861(z) of the Social Security 

Act, compiles appropriate stktistical and other information. 

I 
6. 	 Obligation to Offer Contracts for Primary Care Services 

All health plans, including self-insJred plans, would be required to 
offer a contract with a reasonable nhmber as determined by the 
Secretary of certified essential comfuunity providers. Mandatory 
contracting would be in effect for t~e first five years after enactment. 

7. 	 Scope of Contracts 
The contract between health plans shall: 

a. 	 Provide for primary health services that are included in the 
uniform benefit package, fu~nished on an outpatient basis and 
provided directly by the ess~ntial community provider. 
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b. 	 Terms and conditions applied to the agreements shall be 
comparable to terms and conditions that apply to other 
providers furnishing comparable services to the health plan. 

c. 	 Payment will be based on Section 1876 of the Social Security Act. 

8. 	 Health Plan Obligation for Non-primary Care . 
Health plans must meet general access standards for non-primary care 
services to insure accessibility and availability of all covered and non
covered primary care services for all enrolled members. (Needs more 
definition.) 

9. 	 Access in Underserved Areas 

The Office of Technology Assessment (OTA) will conduct a study on 
improving access in underserved areas. 

P. 	 Urban U Safety-Net" Hospitals 

Establishes a revolving loan fund and grant program to fund capital 
improvements for publicly owned and operated IIsafety-net" hospitals. 

Q. 	 Other Urban Hospitals 

Demonstration for inaccessible other urban Hospitals to qualify as Sole 
Community Hospitals. 

VIII. 	 New Home· and Community Based Long Term Care Program 

A. 	 General 

Establishes a new capped program in the Social Security Act to provide 
home-and community-based services for older Americans and 
individuals with disabilities. The program is administered by the 
States with federal matching payme!\ts for services provided. Total 
funding is capped, and there is no individual entitlement to services 
under 	this program. 

R 	 Eligibility 

The Secretary will issue regulation establishing uniform eligibility 
criteria and assessment protocols. In order to receive benefits under 
the program, an individual must be determined eligible, must undergo 
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a standardized assessment and hav~ a individualized plan of care 
developed. To be eligible, an individual must be in one of the 
following categories. The first thrt;?el categories apply to individuals of 
all ages; the final category applies 0ry to children under age .six. 

1. 	 Requires hands-on or stand-by personal assistanc~ supervision 
or cues in three or more of fi~e activities of daily living: eating 
dressing bathing, toileting, a1d transferring in and out of bed. 

2. 	 Presents evidence of severe cognitive or mental impairment. 

I . 
3. 	 Has severe or profound mental retardation. 

4. 	 Is under age six and would o~rwise require hospital or 
institutional care for a severe Idisability or chronic medical 
condition. i 

. Covered Services 

1. 	 At a minimum, a state's array of services must include personal 
assistance (both agency administerett arid consumer directed) for every 
eligible category of participant. Seririces may include, but are not 
limited to: case management, hom~maker and chore assistance, home 
modifications, respite services, assistive technology, adult day services, 
habilitation and rehabilitation, supported employment, and home 
health services. . I . 

2. 	 Services may be delivered in a home, a range of community residential 
arrangements, or outside the home. . Services may not be provided in 
licensed nursing homes or intermediate care facilities for the mentally 
retarded. 

D. 	 Cost Sharing 

Eligible individuals with incomes over 1519% of the federal poverty level pay 
co-insurance to cover a portion of the costlof all services they receive 
according to a sliding scale. Persons with incomes between 150% and 200% of 
the federal poverty level pay 10% of the cdst of care; between 200% and 250% 
of poverty 20% co-insurance, and persons with income over 250% of poverty 
pay a 25% co-insurance. 
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E. State Administration 

Each state must have an approved plan, which specifies: administering 
agency or agencies; services to be c'overed, and how the needs of all types of 
eligible individuals will be met; provide a plan for making eligibility 
determinations: provide information on how the state will develop care 
plans, coordinate services, reimburse providers and plans, administer 
vouchers or cash payments, license or certify providers. .In addition, the state 
must develop a system of determining allocation of resources and how the 
new program with be mtegrated with existing long-term care programs, and 
must assure that low-income persons in the program is at least equal to the 
proportion of low-income persons in the state's population. 

F. 	 Quality Assurance 

States are responsible for developing comprehensive quality assurance 
programs that monitor health and safety of participants as well as assure that 
services are of the highest quality. States must develop, for federal approval, 
quality assurance systems that include consumer satisfaction surveys. In 
addition, consumer advisory groups are expected to playa strong role in 
assuring and enhancing quality. 

G. 	 Federal MatchingPayme~~~ toStates 

A federal matching payment will be made to states based on the current 
Medicaid match rate plus 28 percentage points. Federal matching percentages 
can be no less than 78 percent and no more than 95 percent. No federal 
matching payments will be made once the cap is reached. 

H. 	 Funding, Allotments to States 

For federal Fiscal years 1996-2002 - No federal funds allocated. 

PART TWO - COST CONTAINMENT & CONSUMER PROTECTION 

A. 	 High Cost Plan Assessment 

(described in Section XIII., A.) 
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B. 	 Medical Liability Reform. 

1. 	 Alternative Dispute. Resoluti;: /' 

a. 	 No health care malpractice a~tion may be brought in court until 
final resolution of the claim ;under an alternative dispute 
resolution (ADR) method adppted by the state from models 
developed by the Secretary of HHS, or developed by the state and 
approved by the S~cretary of HHS. 

b. 	 If the party initiating court ~ction following the ADR receives a 
worse result with respect to liability or a level of damages 33 
1/3% below that awarded in! the ADR, that party must pay the 
costs and attorneys fees of tIle other party incurred subsequent to 
the ADR. . I 

2. 	 Damages I 
Non-economic damages awarded to a plainti~f in a health care 
malpractice claim or action may not exceed $250,000, indexed for 
inflation. I . 

3. ' 	 Several Liability 

The liability of each defendant in a health care malpractice action for 
non-economic and punitive dam~ges will be based on each defendant's 
proportion of responsibility for the claimant's harm.. 

4. 	 Punitive Damages 

. Seventy-five percent of punitive ~amage awards will be paid to the 
state in which the action is brought and such funds will be used for 
provider licensing, disciplinary activities and quality assurance 
programs. . 'I . 

5. 	 Statute of Repose I 
A twenty year statute of repose will be applied to health care 
malpractice actions. . I 

I6. 	 Fee Reform I 

I 


Lawyers may not clJ-arge contingency fees greater than 33 1/3% of the 
first $150,000 of the award in a pealth care malpractice action and 25% 
of amounts in excess of $150,000. Calculation of permissible 
contingency fees is based on aft[br tax amounts .. 

I
I 
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7. 	 Limited Preemption 

State laws that have higher limits on attorneys' fees and non
economic damages are preempted. State laws that provide for longer 
statutes of repose are preempted. Does not preempt those laws with 
lower limits on attorneys fees and non-economic damages are 
preempted. ' Does not preempt state laws with shorter statutes of 
,repose. 

Administrative Simplification and Paperwork Reduction 

Implements a national health information network to reduce the burden of 
administrative complexity, paper work, and cost on the health care system; to 
provide the information on cost and quality necessa,ry for competition in 
health care; and to provide information tools that allow improved fraud 
detection, outcomes research, and quality of care. 

1. 	 National Health Information Network 

Requires the Secretary of HHS to implement a national health 
information network by adopting standards for: 

a.. 	 representing the content and format of health information in 
both paper and electronic forms, 

b. 	 transmitting information electronically" 

c. ' conducting transactions using this information, 

d. 	 certifying public or private entities to perform the intermediary 
functions which implement the network, 

e. 	 monitoring performance to assure complian<:e, 

f. 	 establishing procedures for adding codes to previously adopted 
standards, 

g. 	 making changes to previously adopted standards, and 

h. 	 developing, testing, and adopting new standards. 

32 




,.... ' 

I; 'I, " 

2. Health Information Advisory Comfllission 

, ", I' , ' 
In carrying out duties under this pairt, the Secretary would consult with 
an Advisory Commission consisting of 15 members from the private 
sector with expertise and practical experience in developing and 
applying health information and n~tworking standards. The members 
would be appointed by the President and serve staggered 5. year terms, 
and would include providers and Jonsumers. ' 

3. 	 Requirements for Qualified Health Plans 	and Health Care Providers 

All Qualified Health Plans, including Federal and State plans, and all 
health care providers would be reqhired to comply with federal 
standards for formatting informatibn and electronic transactions. 

f 

The Secretary may require transact~ons to be consistent with the goal of 
reducing administrative costs. In a'ddition, certain standard data must 
be made available electronically o~ the health information network to 
authorized inquiries. Other requirements for electronic information, 
such as quality related informationl, may be specified in other parts of 
the law and would be put throughIthe same standards setting 
procedure before becoming required. 

4. 	 Accessing Health Information ' I' 
a. The Secretary would establi~h technical standards for requesting 

standard health informatiori from participants in the health 
information network whichl assure that a request for health 
information is authorized Jnder federal privacy provisions. 

I 

b. 	 The Secretary would establish standards for the appropriate 

release of health informati~n to researchers and government 
agencies, including public ~ealth agencies. The Secretary would 
establish standards for the ~lectronic identification of a request as 
one which comes from a p~rson authorized to receive health 
information under federal privacy provisions. 

5. 	 Effective Date 

A timetable of effective dates woVld be included which would specify 
when each requirement would take effect relative to the date of 
enactment. In general, the Secret1ry would adopt existing standards 
within 9 months of enactment arid more time is given for standards 
which must be developed. At le~st 12 months grace period is allowed 
after any standard is adopted before use of that standard becomes 
required. 
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D. 	 Quality Assurance 

The goal of health reform is to ensure that Americans have access to health 
care plans that compete on the basis of price and quality. Assessing quality 
requires reliable and comparable information on the outcomes and 
effectiveness of services provided by plans. Under this subtitle, Qualified 
Health Plans are required to annually report data on the quality of their 
services to the Secretary of HHS in a format prescribed under the National 
Health Information Network. The Secretary may determine the manner in 
which these data are provided to certifying authorities in states. This title also 
provides direction to the Secretary to improve and expand the capability of 
HHS to support and encourage research and evaluation of medical outcomes. 

Standards and Measurements of Quality 

The Secretary, in consultation with relevant private entities, will develop 
quality standards with which all Qualified Health Plans must comply. These 
standards are designed to improve the data available upon which to assess 
quality and the processes by which quality care is continuously improved. 

The Secretary will study the capabilities of entities within its jurisdiction to 
accomplish these goals including: 

1. 	 setting priorities for strengthening the medical research base; 

2. 	 supporting research and evaluation on medical effectiveness through 
technology assessment, consensus development, outcomes research 
and the use of practice guidelines; 

3. 	 conducting effectiveness trials in collaboration with medical specialty 
societies, medical educators and qualified health plans; 

4. 	 maintaining a clearinghouse and other registries on clinical trials and 
outcomes research data; 

5. 	 assuring the systematic evaluation of existing and new treatments, and 
diagnostic technologies in an effort to upgrade the knowledge base for 
clinical decision making and policy choice; 

6. 	 designing an interactive, computerized dissemination system of 
information on outcomes research, practice guidelines, and other 
information for providers. 
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E. 	 Anti-fraud and Abuse Control Program 
.' .' 

This subtitle establishes a stronger, bette~ co6~dinated fecie~~l effort to combat 
fraud and abuse in our health care system~ It expands criminal and civil 
penalties for health care fraud to provide ~ stronger deterrent to the billing of 
fraudulent claims and to eliminate waste in our health care system resulting 
from such practices. It also seeks to deter

l 
fraudulent utilization of health care . 

services. It would: 

1. 	 Require the HHS Secretary and Att9rney General to jointly establish 
and coordinate a national health ca~e fraud program to combat fraud 
and abuse in government and Qua~ified Health Plans; 

2. 	 Finance the anti-fraud efforts by se~ting up an Anti-Fraud and Abuse 
Trust Fund. Monies from penaltiest fines, and damages assessed for 
health care fraud are dedicated to tl\e Trust Fund to pay for the anti
fraud efforts; I 

3. 	 Increase and extend Medicare and Medicaid civil money and criminal 
penalties for fraud to all health car~ programs; . 

4. 	 Bar providers convicted of health Jare fraud felonies from parti~ipating
in the Medicare program; 

5. 	 Require HHS to publish the names of providers and suppliers who 
have had final adverse actions tak~n against them for health care 
fraud; and, . I' . 

6. 	 Establish a new health care fraud statute patterned after existing mail 
and wire fraud statutes under Title

l 
XXIII of the Criminal Code and 

allows for criminal forfeiture of prbceeds. 

X. REFORM OF EXISTING PUBLIC PROGRAMS 

A. 	 Medicaid (Some would like to integrate Medicaid faster if it did not adversely 
affect the cost of health care reform.) 

1. Integration of Medicaid beneficiaries into Qualified Health Plans 

a. 	 The Secretary shall make Jcommendations on the integration 
of AFDC and non-cash recipients into the community-rated pool 
and into Qualified Health Rlans. The Secretary's 
recommendations shall address: 
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i. 	 the impact on private health insurance premiums, 

ii. 	 the administration of subsidies, 

iii. 	 the adequacy of services for Medicaid recipients and the 
need for and structure of wrap around services. 

2. 	 New State Option for Medicaid Coverage in Qualified Health Plans 

States may give their AFDC and non-cash eligible beneficiaries 
(excluding medically needy) the option to receive medical assistance 
through enrollment in a Qualified Health Plan offered in a local HCCA 
instead of through the Medicaid plan. 

a. 	 The state may not restrict an individual's choice of plan and is 
not required to pay more than the applicable dollar limit for the 
HCCAarea. . 

b. 	 The number of individuals electing to enroll in a Qualified 
Health Plan is limited to a fifteen percent of the eligible 
population in each of the first three years, and ten percent in 
each year thereafter. 

3. 	 Limitation on Certain Federal Medicaid Payments 

Federal financial participation for acute medical services, including 
expenditures for payments to Qualified Health Plans, is subject to an 
annual federal payment cap. 

a. 	 The cap is determined by multiplying a per capita limit (defined 
below) by the average number of Medicaid categorical 
individuals entitled to receive medical assistance in the state 
plan. 

b. 	 The per-capita limit for fiscal year 1996 is equal to 118% of the 
base per capita funding amount (determined by dividing the 
total expenditures made for medical assistance furnished in 1994 
by the average total number of Medicaid categorical individuals 
for that year). 

c. 	 After 1996, the per-capita limit is equal to the per-capita funding 
amount determined for the previous fiscal year increased by 6 
percent for fiscal years 1997 through 2000, and 5 percent for fiscal 
year 2001 and beyond. 
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d. Expenditures for which no federal financial participation was 
provided and disproportionate. share payments are excluded 
from this calculation. .'. . 

e. 	 States are required to continue to make eligible for medical 
assistance any class category! of individuals that were eligible for 
assistance in fiscal year 1994'1 

4. 	 State Flexibility to Contract for Coordinated Care Services 

a. 	 States have the option, to es~abliSh a program under Medicaid 
program to allow states to enter into contracts with at-risk 
primary care case managem~nt (PCCM) providers. 

b. 	 An at-risk PCCM provider Just be a physician, group of 
physicians, a federally qualified health center, a rural health 
clinic or other entity having! other arrangements with physicians 
operating under contract with a state to provide services under a 

. 	 Iprimary care case management program. 
I 

c. 	 Qualified risk contracting entities must: 

. f d I .1. I .
1. meet e era orgamjahOna reqUirements; 

ii. 	 guarantee enrolled access; and, 

iii. 	 have a 'written contrjct with the state agency that includes: 

I 

(a). 	 an experience,-based payment methodology; 

(b). 	 premiums that do not discriminate among eligible 
individuals ba$ed on health status; 

I 
(c). 	 requirements for health care services; and, 

I 
(d). detailed specification of the responsibilities of the 

contracting en'tity and the state for providing for, or 
arranging for, health care services. 

d. 	 Meet federal standards for internal quality assurance. 

e. 	 Enter into written provider participation agreements with 
essential community providers; 

1. 	 States are required ~o contract directly with essential 
community providel~s, or at the election of the ECP, each 
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risk contracting entity may enter into agreement to make 
payments to the essential community provider for 
services. 

2. ~ssential community providers include: 

a. 	 Federally Qualified Health Centers, 

b. 	 Public Housing Providers, 

c. 	 Family Planning Clinics, 

d. 	 AIDS providers under the Ryan White Act,· 

e. 	 Maternal and Child Health Providers, and 

f. Rural Health Clinics. 

B. 	 Medicare 

1. 	 Medicare remains a separate program and continues to be federally 
administered. Beneficiaries enrolled in Part B continue to pay a 
monthly premium. The statutorily defined Medicare benefits continue 
to be the Medicare benefit package in both fee-for-service and managed 
care. 

2. 	 Be!1eficiary opt-in to private qualified health plans. 

a. 	 Medicare beneficiaries may opt into a qualified health plan in 
their HCCA. 

b. 	 For individuals choosing an AHP, Medicare will pay the federal 
contribution calculated for Medicare risk contracts. Individuals 
are responsible for paying the difference between the premium 
charged and the federal contribution. 

c. 	 During the annual enrollment period, Medicare-eligibles may 
choose a new plan through their employer/purchasing 
cooperative or they may return to the traditional Medicare 
program. 

3. 	 Medicare Select 

a. 	 The Medicare Select program would become a permanent option 
in all States. 
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b. 	 Medicare Select policies will IDe offered during Medicare's 
coordinated open enrollmen~ period. 

c. 	 Plans may not discriminate based on health status. 

4. 	 Medicare Risk Contract Program I 

a. 	 Medicare health plans must meet Qualified Health Plan 
standards and ,cover all Meditare benefits under a risk contract 
for a uniform monthly premi'um for a year. 

, 	 I 
b. 	 Employers may sponsor Medicare health plans for former or 

current employees. 

c. 	 Cost contracts, SHMOs, etc. would continue as under current 
, I 

law. The 50/50 requirement is terminated at the point at which 
the Secretary determines th~t health plans have alternative 
quality assurance mechanisms in place that effectively provide 
sufficient quality safeguards., In the interim, the Secretary may 
grant waivers of the 50/50 requirement. 

! 

e. 	 Medicare health plans will offer a standard benefit package 
comprised of the current Medicate benefits defined in statute or 
an alternative package, defin~d by the Secretary, covering 
identical services but with cost-sharing consistent with typical 
managed care practice and not to exceed the actuarial value of 
FFS. 

f. 	 Standardize supplemental bepefits that risk contractors may 
offer in addition to Medicare Ibenefits. In addition to the 
standardized policies, health plans may offer other supplemental 
policies. However, Medicare Ihealth plans must at least offer two 
supplements to be defined bYI the Secretary: one which would 
cover catastrophic costs (out-of-pocket limit) and other items 
traditionally covered in 'empfoyer-sponsored plans, and one 
covering outpatient prescription drugs. 

g. 	 The current standardized Me1igap plans would be changed so 
that Medigap may only pay 4P to one-half of the 20% part B 
coinsurance. Beneficiaries ctlrrently holding Medigap plans 
covering the entire 20% coinsurance would be exempt from this 
change as long as they renei their current insurance. 

h. 	 The Secretary shall define Medicare market areas which shall be 
consistent with the health cate coverage areas defined by the 
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non-Medicare population. For the Medicare program, the MSAs 
may cross state lines if the Secretary determines it is necessary to 
increase choices to Medicare beneficiaries. The federal 
contribution for a Medicare health plan will be the same 
throughout the Medicare market area. 

i. 	 The Secretary will administer a coordinated annual open 
enrollment period during which Medicare beneficiaries will 
choose from all plans (including Medigap insurers) offering 
products to Medicare beneficiaries. The Secretary may authorize 
any variations of participation in the enrollment process. 

j. 	 The Secretary of HHS will provide to all Medicare beneficiaries 
in a market area uniform materials for enrolling in health plans. 

k. 	 The federal contribution is calculated as the weighted average of 
fee-for-service per capita cost in the market area and the 
premiums submitted by Medicare health plans to the Secretary 
to provide Medicare benefits. The Secretary is authorized to 
adjust for heart disease, cancer, or stroke. 

1. 	 Beneficiaries pay the difference between the federal contribution 
and the total premium charged by the health plan they select. If 
the health plan's premium is .less than the federal contribution, 
the beneficiary is entitled to a rebate that the plan may provide 
in cash or apply to supplementary coverage. The rebate would 
be treated as non-taxable income. 

1. 	 Beneficiaries eligible for'Medicare prior to 1999 are 
grand fathered under these provisions and may always 
enroll in Medicare FFS (regardless of local costs) for the 
regular part B premium only. 

n. 	 If the federal contribution is less than the FFS per capita 
cost in the market area and the beneficiary selects 
Medicare FFS, the beneficiary pays an additional premium 
to the Federal Government equal to the difference 
between the federal cpritribution and FFSPCC. 

5. 	 Administrative Simplification 

The Secretary has authority to consolidate the functions of fiscal 
intermediaries and carriers. Provides for coordination of Medicare and 
supplemental insurance claims processing. Permits standardized, 
paperless process. 
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6. 	 Study and Demonstration for Medkare Cost Containment 

a.' 	 Requires ProPAC to study Jd make recommendations to 
Congress regarding ways to slow the rate of Medicare growth at 
the local market level. The st'udy should include ways to set 
local expenditure targets andi monitor success in controlling 
costs. Updates for payment r~tes under Parts A and B should be 
set to achieve local targeted expenditure levels, 'while rewarding 
efficient providers and/or m~rkets. . 

b. 	 A demonstration is authorizJd to evaluate Part A expenditures 
for hospital service and / or P~rt B expenditures in fee for service 
using provider-group or State-level volume performance 
standards. 

C. 	 GRADUATE MEDICAL EDUCATION 

[Under Discussion] 

41 




I. 	 FINANCING 

A. 	 Financing Totals (Estimated Over 5 years; $ in Billions) 

Savings 

Medicare Savings $70.1 

Medicaid Savings $55.8 

Postal Service Retirement $13.0 


SUBTOTAL SPENDING 'REDUCTIONS 	 $138.9 

Revenues 

High Cost Plan Premium Assessment $30.0* 

Tobacco Tax ($1.00 increase) $62.3 

HI State ILocal $ 7.6 

Income Relating Medicare Part B Premiums $ 8.0 


·SUBTOTAL REVENUES 	 $107.9 

TOTAL FINANCING 	 $246.8 
* Preliminary estimate based on available information 

B. 	 Descriptions of Medicare Savings 

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

2. 	 Revise Disproportionate Share Hospital Adjustment. This Act limits 
the current disproportionate share hospital adjustment with a new 
voucher program to cover health care provided to those with out 
health insurance. 

3. 	 Extend OBRA 93 Provision to Catch-up after the SNF Freeze Expires 
Included in OBRA 93. OBRA 93 established a two-year freeze on 
update to the cost limits for skilled nursing facilities. A catch-up is 
allowed after the freeze expires on October I, 1995. This Act eliminates 
the catch-up. 

4. 	 Change the Medicare Volume Performance Standard to Real Growth 
GOP. This Act substitutes the five-year average growth in real GDP 

42 



•. • 'I 

per-capita for this volume and intensity factor and the performance 
standard factor for physician's services. 

5. 	 Establish Cumulative Growth Targe1ts for Physician Services. Under 
thjs Act, the Medical Volume Perfor~ance Standard for each category 
of physician services would be built on a designated base-year and 
updated annually for changes in beheficiary enrollment and inflation,

I
but not for actual out1a~ growth abore and below the target. 

6. 	 Reduce the Medicare Fee Schedule Conversion Factor by 3% in 1995, 
Except Primary Care Services. The/conversion factor is a dollar amount 
that converts the fee schedule's relative value units into a payment 
amount for each physician service. lThis Act reduces the factor by 3% to. 
account for excessively high targets. 

7. 	 Extend OBRA-93 Provisions on pa~ B Premium Collections. OBRA 93 
established the Part B premium collections at 25% of program costs. 
This Act extends the collection of t~ese premiums.

I 
8. 	 Extend OBRA 93 Catch-up After th~ Home Health Freeze Expires. 

OBRA 93 eliminated the inflation ~djustment to the home health 
limits for two years. This Act elim,inates the inflation catch-up 
currently allowed after the freeze e*pires on July I, 1996. . 	 I 

9. 	 Extend OBRA 93 Medicare Secondary Payor Data Match with SSA and 
IRS. OBRA 93 included an extensi6n of the data match between HCFA, 
IRS and SSA to identify the primar¥ payers for Medicare enrollees with 
health coverage in addition to Medicare. 

'. 	 I 
10. 	 Increase Part B Deductible for Enrollees. Increase the amount that 

enrollees must pay for services each year before the government shares 
responsibility for physician service$. The deductible would be 
increased to $150 and indexed to tHe rate of growth. 

J 

11. 	 Reduce Hospital Market basket Inkex Update. This proposal reducel) 
the Hospital Market Basket Index l!1pdate by 2%. Currently Medicare 
changes the inpatient per-discharg~ standardized amount by a certain 
amount every year to reflect inputl costs changes in Congressional 
direction. OBRA 1993 reduced the'Index in Fiscal Years 1994 through 
1997. This proposal would reduce the updates by 2% for Fiscal Years 
1997 through 2000. . 

C. 	 Medicaid Savings 

1. 	 Revise Disproportionate Share Hpspital Adjustment. This proposal 
eliminates the current disproportionate share hospital adjustment 
with the new voucher program td cover health care provided to those 
with out health insurance. Medickid DSH payments are to be 
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eliminated in FY 1996 - 15%, FY 1997 - 25%, FY 1998 - 60% and 1999 
100% (unless 95% coverage is not reached in which case it will not be 
completely phased-out) 

2. 	 Capitate the Federal Payments Made for Medicaid Acute Care Medical 
Services under Medicaid Program. The per-capita federal financial 
participation growth rate for acute medical services under the Medicaid 
program would be capped at 6% for fiscal years 1997 through 2000 and 
at 5% for fiscal year 2001 and beyond. 

D. 	 Revenues 

1. 	 Postal Service Retirement. Require the U.S.P.S. to fund· the U.S.P.S. 
Retirement System in the U.S.P.S. budget rather than the Federal 
Budget. This would free funds from the Federal budget. 

2. 	 Tobacco Tax. The proposal increases the tax on tobacco by $50 per 
thousand cigarettes ($1 per pack of 20 cigarettes). Described in Section 
xm., G.) 

3. 	 HI State and Local. State and local jurisdictions can opt to pay the HI 
payroll tax for State and local workers hired before April 1, 1986. The 
proposal would extend the payroll tax to all remaining exempt State 
and local workers. 

4. 	 Income Related Part B Premiums. This proposal would charge high
income enrollees a premium up to 75% of program costs based on an 
enrolle's modified adjusted gross income. 

. XII. Fiscal Responsibility 

Fail-Safe Mechanism 

The bill establishes a Fail-Safe mechanism to ensure health care reform does 
not increase the deficit. Details are described below: 

1. 	 A Current Health Spending Baseline (CHSB) is established. The CHSB 
includes: 

a: 	 Medicare Expenditures 

b. 	 Medicaid Expenditures 

c. . 	 Health Related Tax Expenditures 

1. 	 The employee exclusion of employer-provided health 
. insurance premiums. 
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ii. Employer deduction for health insurance premiums. 

Ill. 7.5% floor- for deductiJ of medical expenses. 
", I '. 

2. 	 A Health Reform Spending Estimat~ (HRSE) is established. The HRSE 
includes: i 
a. 	 Everything included in the CHSB. 

b. 	 Deduction for purchase of Jalified Health Plans by all 
individuals. 

c. 	 Cigarette excise tax. 

d. 	 Vouchers for purchase of a qualified Health Plan. 

e. 	 High-Cost ,Plan Assessment 

3. 	 In any year that the Director of OMB notifies Congress that HRSE will 
exceed the CHSB, the following aUfomatic actions will occur to prevent 
deficit spending: . I 
a. 	 The voucher phase-in is delayed. 

b. The assessment on high cost insurance plans is increased. 

c. ' 	 The expanded tax deduction phase-in is slowed down. 

d. 	 Out-of-pocket limits in the s~andard and basic benefit packages 
are increased. . 

e. 	 Starting in the year 2004, an employer may no longer deduct and 
an employer may no longer exclude supplemental benefits 
provided to employees and contributed to by employers. 

I 
4. 	 Congress may act on alternative recommendations made by the 

National Health Commission toa~oid the actions listed above. 

XIII. Tax Provisions 

A. 	 High Cost Plan Assessment 

1. 	 Beginning in 1996, an annual asse~sment will be imposed on High Cost 
Plans. High Cost Plans are those health care packages whose premiums 
exceed a target amount. The targ~t amount will be set by the IRS at the 
beginning.of'each year based on the premium bids submitted to the 
HCCA for Basic plans (Primary Bcisics) and Standard plans (Primary 
Standards). The target amount will be set at a level such that forty 
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percent of the plans in each area are above that amount. 

a. 	 To determine whether a plan is a High Cost Plan, an insurer 
divides its plans into two categories: 

i. 	 Primary Basics including the value of any supplemental 
benefits, and 

ii. 	 Primary Standards including the value of any 
supplemental benefits. 

b. 	 An insurer then determines which, if any, of such plans are 
above the applicable target amount. 

c. 	 The IRS will also determine the lowest 25% of geographically
adjusted Primary Basic and Primary Standard premiums 
nationally. Plans (including supplemental benefits) that fall 
within the lowest 25% of the geographically-adjusted premiums 
are exempt from the High Cost Plan Assessment. 

d. 	 The geographically adjusted premium will be calculated by the 
IRS by adjusting each accountable health plan's premium for 
regional variations. Such adjustments shall include, but not be 
limited to, variations in the cost of living and demographics. 

e. 	 Treasury will be given the authority to develop regulations 
implementing this provision. 

2. 	 The assessment on a High Cost Plan is equal to 25% of the difference' 
between the premium charged for the Primary Basic 'plus 
supplementals, if any, and the Primary Standard plus supplementals, if 
any, and a reference premium. 

a. 	 For purposes of determining the assessment on the Primary 
Basic plus supplementals, if any, the applicable reference 
premium is the average of all Primary Basic premiums in the 
HCCA. 

b. 	 For purposes of determining the assessment on the Primary 
Standard plus supplementals, if any, the applicable reference 
premium is the average of all Primary Standarc!.~pr2miums in 
the area. 

3. 	 The High Cost Plan Assessment also applies to self-insured plans. The 
. tax will apply to the difference between the self-insured High Cost 
Plan's premium (including any supplementals) and the applicable 
reference premium for the HCCA. In calculating this tax, the high cost 
self-insured plan's premium will be the premium used for meeting the 
COBRA requirement. The Department of Treasury will be given 
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2. 


Employer-Provided Health Insurance 

1. 	 Employees may continue to exclude' from gross income all employer
provided health insurance. 

2. 	 Employers may take a deduction for. amounts contributed towards a 
standard benefits package, as well a~ all benefits supplementing such 
package, if any. 

3. 	 Employers may take a deduction fo~ amounts contributed towards a 
basic benefits package. However, np deduction is permitted for any 
contributions made towards benefits supplementing the basic benefits 
package. . 

4. 	 Fail-Safe ,option includes possible employer and employee cap on 
supplementals after 2004. 

D. 	 Tax Incentives for Practice in Rural, Frontier, and Urban Underserved Areas 
I 

1. 	 Physicians practicing full-time and either newly certified or newly 
relocated to a rural, frontier, or urb~n Health Professional Shortage 
Areas (HPSA) are allowed a tax creq.it equal to $1,000 a month up to a 
total of $36,000. Tax credits will be prorated in direct relation to the 
time worked in the HPSA, up to a t0tal of $36,000; 
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2. 	 Nurse practitioners and physician assistants practicing full-time and 
either newly certified or newly relocated to a rural, frontier, or urban 
HPSA would be eligible for a similar credit equal to $500 per month up 
to the a total of $18,000; 

3. 	 In order to retain the full value of the credit, the physician, nurse 
practitioner or physician's assistant must practice continuously in the 
area for five years. 

4. 	 Loan repayments made on behalf on an individual as part of the 
National Health Service Corps Loan Repayment Program are excluded 
from taxable income of 'the individual; 

5. 	 The cost of annually purchased medical equipment, owned directly or 
indirectly, and used by a physician in a iural or frontier Health 
Professional Shortage Area (HPSA) can be immediately expensed, up to 
$32,500; 

6. 	 Interest, up to $5,000 annually, paid on professional medical education 
loans of a physician, registered nurse, nurse practitioner, or physician's 
assistant will be allowed as an itemized deduction if the individual 
agrees to practice in a rural, frontier or urban Health Professional 
Shortage Area (HPSA). 

E. 	 Long Term Care Tax Provisions 

1. 	 Expenditures for qualified long-term care services are deductible as 
medical expenses (Le. subject to the 7.5% floor). Such services include 
diagnostic, preventive, therapeutic, rehabilitative, maintenance and 
personal care. Provision of such services must be contingent upon 
certification of impairment in three or more activities of daily living by 
a licensed health care practitioner; 

2. 	 Employer provided qualified long-term care coverage which meets 
certain consumer protection standards promulgated by the National 
Association of Insurance Commissioners, is excluded from an 
employee's taxable income. Premiums paid by an individual for 
qualified long-term care cov:erage are deductible as a medical expense 
(Le. subject to the 7.5% floor); 

3. 	 NAIC is directed to promulgate standards for the use of uniform 
language and definitions in qualified long-term care coverage 
insurance policies, with permissible variations to take into account 
differences in state licensing requirements for long-term care 
providers. 

F. 	 Accelerated Death Benefits 
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Clarifies the income tax treatment of accelerated death benefits paid to 
terminally ill persons. Payments made udder a qualified terminal illness 
rider can be received tax-free as if they werb paid after the insured's death . 

. G. Tobacco Tax 

The proposal increases the tax on tobacco b,y approximately $16.67 per pound 
of tobacco for cigarettes. At proportional rncrease is applied to all other 
tobacco products. In addition it extends th~ tax to tobacco to be used in "roll
your-own" cigarettes. The new tax rates wbuld be: 

I 

1. 	 Cigarettes: 

small cigarettes 	 $62 per thousand (i.e., $1.24 per pack of 
20 cigarettes) 

I 
large cigarettes 	 $13p.20 per thousand 

2. 	 Cigars: 

I 
small cigars 	 $5.~2 per thousand 

I 
large cigars 	 65.~75 percent of manufacturers price 

(nor more than $155 per thousand) 

3. 	 Cigarette papers and tubes: 

I 
cigarette papers 	 3.88 cents per 50 papers 

I 

cigarette tubes 	 7.75 cents per 50 tubes 

4. 	 Snuff, chewing tobacco, pipe tObacc~, "roll-your:own" tobacco: 

snuff $1.86 per pound 

Ichewing tobacco 	 62 c:::ents per pound 
I 

pipe tobacco 	 $3.49 per pound 

I 
"roll-your-own" tobacco 	 $3.49 per pound 

5. 	 The proposal would repeal the preJnt-law exell1ptions for tobacco 
products provideg. to employees of the manufacturer and for use by the 
United States. . 

6. 	 The proposal also includes severalldministratiVe and compliance .. 
provisions designed to improve the collection of the excise tax. 
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XIV. 	 National Health Commission 

An independent National Health Commission is established to ~:)Versee the 
health 	market much like the Securities and Exchange Commission oversees 
the financial markets. 

A. 	 Operation 

1. 	 The Commission shall be composed of 7 members appointed by 
the President with the advice and consent of the Senate. The 
Commission members will serve 6 year overlapping terms. No 
more than· four members of the Commission may be from the 
same political party. The members shall be compensated at level 
IV of the Executive Schedule. One member of the Commission 
shall be designated as the Chairman by the President. 

2. 	 The Commission members will have gained national 
recognition for their expertise in health markets. 

3. 	 The Commission shall appoint an Executive Director and such 
additional officers and employees it deems necessary to carry out 
its responsibilities under this act. 

4. 	 The Commission will be advised by expert private sector boards 
which focus on health benefits and health plan standards. 

B. 	 Responsibilities 

1. 	 Clarify the standard and basic benefits packages. 

2. 	 Develop and clarify the quality standards set in this act for 
Qualified Health Plans and provide for this information to be 
distributed to consumers in a standardized format. This 
information will include reporting prices, evaluating health 
outcomes and measuring consumer satisfaction. 

3. 	 Report to Congress on a biannual basis (described in Section 
L,A.). 

d. 	 Develop risk adjustment factors for Accountable Health Plans. 

e. 	 Monitor the Fail-Safe Mechanism to prevent deficit spending 
(described in Section XL,BA.). 

f. 	 Recommend methods to achieve universal coverage if trigger 
mechanism is engaged in the year 2002 (described in Section 
L,B.). 

50 



1 

I~. '. 

SUMMARY 

1. 	 Overview: 

No mandate 

Phased-in individual based subsidies 

tax on high cost health plans I 
Hard cap on Federal health spe?ding 

Pros 

Starting small allows time to 
learn about how to manage 
insurance reforms 

Solid fail-safe protection for the 
Federal budget 

Subsidies are targeted very well 
to low income households 

Minimizes job losses 

Incentives are improved for 
insurers and patients 

2. 	 Coverage/Insurance Reforms:: 

i
Cons 

Will not achieve universal 
coverage 

Very little private sector cost-
containment 

Medicare program savings and 
no expansion of benefits to the 
elderly 

Limitation of Federal Medicaid 
payments could have adverse 
impacts on teaching hospitals 

Premiums in the community rated 
pool are likely to be high due to 
adverse selection. 

i 
No mandate. but firms of 100+ must offer plans. 
. 	 II 

2 kinds of groups: age adjuste<l community rated (limited to firms of < 100 and 
individuals) and experience rated (for all other groups). 

i 

Voluntary purchasing pools fo~ individuals and small businesses with 100 or fewer 
employees with community rating. 
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Individuals and small groups could also joinFEHB plans but would pay the 
community rate. 	 I 

Groups of firms under 100, (MEWAs), are grandfathered into their right to receive 
• .• 	 I

expenence rating. . 

Finns with more than 100Wor~ will be experience rated or self-insured. 
i 

Guaranteed renewability and linlits on pre-existing condition exclusions. 

. If 95 % not covered by 2002, Nltional Health Commission meets to ,make 
(nonbinding) recommendations to Congress on achieving universal coverage. 

3. 	 Subsidies: 

\ 
Once eligible, those below 100% of poverty receive a voucher equal to the average 
premium price in a geographic kea. ' . 

I 

Once eligible, those between 100-240% receive a sliding percentage of the average 
premium price. . I . 

Subsidy eligibility phased-in - from 90% of poverty in 1997 to 240% in 2002, IF 
financing allows. I 

No cost-sharing subsidies. 

4. 	 .Benefit package: 

One standard (equal to FEHB'~ BCBS standard) and one basic (catastrophic) 

Under 200% of poverty cannot1use subsidies for basic plan 

5. 	 High cost plan assessment: I. . . 
Within each group of plans (community rated and experience rated/self-insured) the 
highest priced 40% are taxed. I 

Tax rate is 25 percent of diffe~ence between the average premium in that group and 
the plan's premium. : 



3 

I6. Medicaid: 
I 
I 

Preserved as a separate progran1 and beneficiaries are not part of the community 
rating pool. 1 . 

I 
State option to enroll limited nu~bers of Medicaid cash (AFDC & SSI) into. private 
health plans. I 

Growth in Federal payments is 1pped. 

Disproportionate share payments 

7. Medicare: 

are phased out by 2000. 

\ 
I 

Program savings smaller than H~A, but most of same proposals. 

Includes Durenberger billpropos3.Is that push harder for greater HMO enrollment. 

I 
No Medicare drug benefit or ne""llong rem. care program. 

8. Other Federal Programs \, 

FEHB remains as is, but those eligible for community rating pool are allowed to join. 

I 
Indian Health Service, Veterans' health care, and DoD apparently unaffected. 

....• \ . d ed thro h' edOtline re ers to lJUtiauve to Improve access m unu fi erserv areas ug mcreas 
resources for community health centers. Specific proposals are unclear, however. 

I 

9. Tax incentives: \ 
I 

Phased in deduction of health insutance prenuum payments for individuals. 

I 
Deduction limited to average premium in each group. 

. I 

http:billpropos3.Is


4 

10. Fmancing: 

Fail-safe mechanism funds subsiClies only as other Federal health savings become 
available 

Medicaid and Medicare savings 

Cigarette tax increased $1 per pack 
I 

Assessment on high cost plans 

Postal Service savings 

Medicare HI tax levied on State land local workers 

Long Tenn Care tax advantages and inheritance taxes are made more generous 



5 
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Fiscal Summary 
\ 	 . 

Changes from Baselines 

I ($ Billions) 

, 

1995j

I 

1999 1995-2004 

Outlays I 
I 

+142~1 +613.6 
Voucher 
Program 

Low Income 

I 
I 

Medicaid -268.9- 43.6 
I 

I 
-279.9Medicare· - 46.~ 

I 
Other Federal - 10.0 - 25.0 
Health (1) I 

I 

Revenues 
~J 	 \ 

! 

Tobacco tax (2) -138.4 

High Cost Plan 

- 70.~ 

- 4.7 - 17.1 
Assessment 

Tax + 68 1 + 70.2. I Expenditures 


Other Revenues 
 + 7.1+ 2.7\ 

I 
-38.4Net Deficit Effect -24.5 ! 

I 

I 
STAFF ESTIMATES. PRELIM1NARY AND UNOFFICIAL. 

I 
(1) 	 This includes Postal Service refor1ms included in the proposal. Because of insufficient 

information, it does not include ah estimate of the proposal's effects on FEHB, the 
PHS or the cost of administering ;the vouchers. The proposal does not appear to 
affect VA, DOD, or the IRS, so nh spending change is estimated. 

(2) 	 This assumes a $1 per pack cigarltte tax increase starting in 1995. 



6 Year by Year Analysis of Low Income Voucher Program ($ Billions) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

Baseline 

Medicaid 96.4 108.2 121.5 136.3 152.2 170.4 190.8 213.6 239.1 267.6 

Medicare 158.1 176.0 194.0 213.1· 235.5 260.8 289.1 321.1 357.0 397.9 

Tax 
Expenditures 

84.7 92.4 99.5 107.4 117.0 127.3 137.8 149.2 161.5 174.5 

Baseline. Total 339.2 376.6 415.0 456.8 504.7 558.5 617.7 683.9 757.6 840.0 

Reform 

Low Income 
Voucher 
Program 

0 0 30.2 49.5 62.4 75.2 87.0 96.3 103.2 109.9 

Medicaid 96.4 105.6 114.0 123.0 132.0 141.6 155.2 170.0 186.0 203.4 

Medicare 

Tax expenditures 

157.7 

85.2 

172.3 -

93.0 

184.9 

99.6 

200.0 .. -

108.9 

--214,5-

121.2 

-230;8 .. 

134.0 

-251;4-

147.7 

-275;3

162.5 

--302;1-

177.4· 

'333:6-

192.1 

Reform Total 339.2 370.9 428.7 481.4 530.1 581.6 641.3 704.1 768.7 839.0 

New Revenues 
Tobacco 
High Cost Plans 

-15.1 
0 

-:14.1 
0 

-14.0 
-1.1 

-13.9 
- 1.7 

-13.8 
- 1.9 

-13.7 
- 2.1 

-13.6 
- 2.3 

-13.5 
- 2.6 

-13.4 
- 2.7 

-13.3 
- 2.9 

Net Expected Surplus (-) 
or Shortfall (+) 

Percent Insured 
-----

-15.1 

83-86% 

-19.8 

82-87% 

- 1.4 

85-91% 

+ 9.0 

86-92% 

+ 9.7 

86-92% 

+ 7.3 

86-92% 

+ 7.7 

86-92% 

+ 4.1 

86-92% 

- 5.0 

86-92% 

-17.2 

II
86-92% 

STAFF FSI1MATES. PR.ELlMINARY AND UNOFFICIAL 

" 
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ISSUES AND POSSmLE SOLUTIONS 

1. Coverage: 

Issues Possible Solutions 

Many remain without coverage, 
perpetuating uncompensated care and cost-
shifting to the privately insured. I 

Add a triggered employer and/or 
individual mandate. 

Premiums will be high in the commuhltY 
rating pool due to adverse selection. 

Enlarge the community rating pool to 
include finns with less than or equal to 
1000 workers. Can still preserve 
voluntary nature of purchasing 
cooperatives. 

Some moderate-sized finns will be 
vulnerable to bad experience rating. 

Enlarge the community rating pool to 
include finns with less than or equal to 
1000 workers. 

2. Subsidies: 

Issues I Possible Solutions 

Subsidy schedule· produces very high I 
marginal tax rates. 

I 

Smooth it out by having the poor pay 
something. 

Pegging the vouchers to the overall aJerage 
(experience rated pool plus communitY 
rated pool) in a geographic area means that 
very low income individuals will have; 
difficulty affording plans in the community . 
rating area. . I 

Tie the subsidies for each type of pool to 
. the average premium in that type of pool. 
(We understand that this is now the policy. 
This implies that the subsidy estimates 
presented here are somewhat understated.) 
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3. Benefit Package: 

Possible SolutionsIssues 
. 	 I 

Offering a basic and a standard package 
will lead to adverse selection and I 

uncompensated care. 

Limit access to basic plan to those above 
.	specified income levels (250% of poverty, 
for example). We understand that the 
policy is now at 200 % of poverty. 

4. High Cost Plan Assessment 

Issues. Possible Solutions 
I 

Assessment is likely to fall on plans with a 
sicker than average enrollment. \ 

I 

Little revenue will be raised from the 
assessment. 

\ 
. 	 I 

Assessment is unlikely to lead to significant 
cost containment in the private sector. 

Enlarge the community rating pool to 
include firms with less than or equal to 
1000 workers. 

Enlarge the community rating pool to 
include firms with less than or equal to 
1000 workers. Also, have assessment rate 
apply to a larger base, for example, to the 
difference betWeen the premium and a 
target, where the target is set below the 
mean. 

Have assessment rate apply to a larger 
base, for example, to the difference 
between the premium and a target, where 
the target is set below the mean. 
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5. Medicaid: 

Issues Possible Solutions 
I 

Limitation of Federal payments while i 
leaving Medicaid program and obligations 
largely as in 'current system, places s~tes 
at risk. 1 

Integration of Medicaid program into larger 
reform. For example, non-cash assistance 
recipients could be treated as other low 
income families. 

Disproportionate Share Hospital paym~nts
I 

phased out faster than uncompensated ;care 
is eliminated, which could have adverse 

I 

impacts on teaching hospitals. ! 

Tie DSH phase-out to decrease in the 
number of uninsured. 

6. Medicare: 

Possible Solutions Issues I 
Phase-in Medicare drug benefit as savings 

reductions, but no fee-for-service benefit 
Proposal includes Medicare program I 

allow. 
: expansions. Some benefit expansions k 
available through managed care option~ . 

I 

Develop specific policies for reduction in 
. are included in the final proposal. If I 
: Unclear if Medicare Choice Act provisions 

spending. 
included, achieving a 7% growth target by 
the year 2000 could lead to across-the-I 
board reductions. This could lead to I 
increased cost-shifting to the private s~tor. 
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" , 

7. Tax Incentives: 

I 
Issues \ 

Tax deductibility for individuals tied to the 
average priced plan in a geographic atea 
penalizes those in plans with adverse 
selection. 

Possible Solutions 

Tie tax deductibility limits to average of 
plans in that individual's particular pool. 

8. Financing: 

Issues Possible Solutions 
! 

Financing will be insufficient to fully fund 
subsidies on a year by year basis, limiting 
the expansion of subsidies to more indo\me 
groups. 

I 

Broaden the measure of full financing from 
a year by year metric to a multi-year (3, 
for example) metric. Alternatively, other 
sources of increased revenue could be 
introduced. 
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July 	8; 1994 

MEMORANDUM FO~ 	LEON PANETTA 

FROM: Patrick Griffin . 

SUBJECT: Health'C~r~Legislative/Strategic Options 
, 	 1 ' I ' ' 

, Following ,up on yesterd$Y's discuss,ion about legislative 
strategy options for health, care', this memo outlines the, pros and 
the cons,related to each of,t1h,e o~tions which we have been ' 
considering. 

Option One: 	 Senate moves up to universal,~overage bill with a 
hard trigge~ mandate. 

'Arguments, in Favor pf Option One 
I 

1. 'Clear definition allowsl for a relaunch and campaign. 

2. 	 Pro'tects the Hous~ and 8l10\.1s the House to' move to th,e 

strongest possible bilij. 


Arguments' against ,Option One 
I 

, 	 'I " 
1. 	 ExtremelY,unlikley to sustain a majority in theSena~e. 

, . 	I ( . 

2.If ,the Senate r~ject~ Miitchell approach, the next step couul 
be 'a free fail to a nod-universal coverage bill. 

I 

I, 
; r, 

, 3. 	 Free ,fall in Senate wou~ld underm~ne thl? ability of the House 
to reach even a minimailly acceptable universal 
coverage/mandate bill. I,' ,)' 

, Option Two:' Senate'finds 'own level at which a majority can be 
sustained ..::- loptimistic scenario would, lead to a 
base ,closure lapproach to triggers (with a 
statutory fallback); pessimistic scenario risks 
lqsing the ~~ndate and .universal coverage. 

I 
Arguments in favor of Option Two 

I 
(1) 	 Most likleyway to find the point at whichSenate'will 


support universal covez!.age; likely to start five or'six, 

votes short with abili~y to reach 51 votes. 


, 	 I 
I ' 

(2 ) 	 ve~~i~~· 	remains free to r down or hang.tough with stronger 

(3 ) 	 Optimistic path leads .r bill which House and White House 

http:8l10\.1s


,could accept if the House drops to the'sen~te level. 

(4 ) Keeps options open so that the Ho~sejWhite House can choose 
to fight, make a,deai or switch to a House first strategy ,as 
the Senate plays out. 

Arguments against Option Two 

( 1 ) 	 Lowers the Senate 'mark right from the,start. 
: I 

(2 ) 	 More difficult' to,' rel'aunch. 
/

I ' 

(3) " 	 a mandate whenPessimisti € path leaves House defending the 
Senate is not, whiqh may be untenable. ' 

(4)' 	Most pessimistic ,pat,h 'leads back to Senate free fall '. 

\ Option, Three:, ,Let the House and Senate find the least commOn 
denominator as a starting point for botn the House 

, and Senate. 

Arguments for Option Three 	
/ 

\ 

(1) 	 Option two may naturally lead to option three and there ~s 
not n~ed to get to this point before giving the ,Senate some 
more-time to reach a 'consensus oV(ar the ,next week to ten 

, days.' 

(2~ \ 	If the President and the leadership engage now they ~ay ,be 
able to'reachan c;\g:reement on a base closing or'other 
approach that can~be defended as universal coverage; avoding' 
the risk of the 'Senate collapsing and taking the House with 
it. ' ' 

Arguments against Option Three 	 ,.. 

(1) 	 Does not leave room for improvement in conference. 

(2) 	 Selling a bill which the left perceives as a 'weaker 
compr'omise will be require an effort to hold on ,to both the 

,right and the left, particulariY,in the House. 

Option Four: Reverse ,Order and let the 'House go ,first. 

Arguments for Option-Four 

,( 1) If the House is able to move ahead of the Senate" which, is 
'not at all certain, a higher lJIarkcan be set which at a· 
, minimum pr'eseives a' better option in, 'conference' and may 
pressure the Senate to reach higher. 



, 
Arguments Against Option. Four 

.( 1 ) House is. likely to oppose any effort which raises Member 
.fears of being. "BTUed" 

(.2 ) 	 Any proc~dural shortcuts are likely to'make analr'eady 
diffict;llt vote' on the Rule even. more difficult, pa;rticularly 
for members who are marginal to begin with. ' 

I' 

l. . 

- , 
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91 % coverage could be achieved through a voluntary approach like the Cooper plan, but the 
following trade-offs would be required: 

CUTTING BENEFITS TO REDUCE COST 

CBO says the Cooper plan could be made approximately deficit neutral by 
dramatically reducing the benefits package (e.g. eliminating coverage for mental 
health, prescription drugs, preventive care, and dental, and limiting hospital coverage). 

However, providing a bare bones benefits package presents significant trade-offs: 

Significant cost shifting remains. 97% of health care costs would no longer be 
covered under the plan. 

State demonstrations show that few businesses and families would voluntarily 
purchase bare bones insurance, even if it is offered at very low rates. The only 
way to increase coverage with a bare bones . package is to pay all or nearly all 
of the premium for the poor. . 

We would be spending a great deal of money for a benefits package that few 
people really want. 

REMAINING COST PROBLEM 

Even with a dramatic reduction in the benefits package, the plan would still increase 
the deficit without a tax cap. 

Options to fill this gap include: 

More Medicare cuts. But aging groups would oppose additional cuts unless 
they were offset by benefit expansions (which would eliminate any savings). 

A tobacco tax, which may be difficult to achieve without universal coverage. 

ADDmONAL POLICY/COST TO ACHIEVE UNIVERSAL COVERAGE 

Achieving universal coverage would require at least an individual mandate. 

With an individual mandate, providing subsidies for the remaining uninsured would 
require substantial additional spending. 


The risk of relying solely on an individual mandate is that loss of your left base will 

not be offset by gains from the right. 
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Fiscal Summary 

Changes from Baselines 

(5 Billions) 

Outlays 

Low Income 
Voucher 
Program 

Medicaid 

Medicare 

Other Federal 
Health (1) 

Revenues 

Tobacco tax (2) 

High CostJ)lan . 
Assessment 

Tax 
Expenditures 

Other Reven ues 

1995-1999 

, , 

+142.1 

.. 43.6 

- 46.9 

- 10.0 

- 70.9 

- 4.7 

+ 6.8 

+ 2.7 

1995,-2004 . 

+613.6 

-268.9 

-279.9 

- 25'.0 

-138.4 

- 17.1 

+ 70.2 

+ 7.1 

Net Deficit Effect . -24.5. -38.4 

STAFF ESTIMATES. PRELIMINARY AND UNOFFICIAL.' 

(1) 	 This includes Postal Service reforms included in the proposal. Because of insufficient 
information, it does not include an estimate of the proposal's effects on FEHB, the 
PHS or the cost of administering the vouchers. The proposal does not appear to 
affect VA, DOD, or the ms, so no spending change is estimated. . 

(2) . 	This assumes a 51 per pack cigarette tax increase starting in 1995. 
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DRAFT 

FINANCE HEARINGS 


January 12, 1994 -- Hearing before the Senate Finance Subcom. on 
Health tor Families and the Uninsured 
SUBJECT, HBALTH CARl REFORM AND u.S. BUSINESS 
COMPETITIVENBSS -- KIth.+ 

February 10, 1994 Hearing before the Senate Finance Committee 
SUBJICT; COV'IRAOE OF THE UNINSURED UNDER 'I'HE HSA -- Hlth.+ 

February 24, 1994 -- Hearing'before the Senate Finance Committee 
SUBJECTS ALLIANCES AND HIALTH CARE RIFORM -- Hlth.+ ' 

Karch 1, 1994 -- Hearing before the Senate Committee on Finance 
SUBJECT. HEALTH CARl DILIVERY SYSTIMS -- Klth.+ 

Maroh 3, 1994 -- Judy Feder, Ph.D., Principal Deputy Assistant 
Se.cretary for Planning and Evaluation before the Senate Finance 
Committee on 
SUBJECT: BENEFITS UNDER THE HEALTH SECURITY ACT OF 1993 -- Hlth 

Karch la, 1994 -- Hearing before the Senate Finance Committee 
SUBJICT: HEALTH CARBJCOST CONTAINMENT ~- KIth.+ 

Karch 15, 1994 -- Hearing beforQ the Senate committee on Finance 
SUIIJECT: HEALTH CARE PREMIUMS AND SUBSIDIES PT 1 -- H1th.+ , 

Karch 17, 1994 -- Hearing before the Senate Committee on Finance 
SUBJECTS HEALTH CARE PREMIUMS AND SUBSIDIES PT 2 -- Hlth*+ 

Karoh 24, 1994 -- Hearing before the Senate Committee on Finance 
SUBJICT: MEDICAID AND HEALTH CARE REFORM -- Klth*+ 

. April 12, 1994 -- Hearing before the Senate Comm!ttee on Finance 
SU'IIJ!CT: MEDIcAR! ISSUES UNDER. HIALTH CARE REJ'ORX -- H1th.+ 

Hay 10, 1994 -- Hearing before the Senate Committee on Finance 
SUBJECT: DEINSTITUTIONALIZATION, MENTAL ILLNESS AND MEDICAT,IONS 
UNDER HEALTH CARll REFOR.M -- Klth+. 

Kay 12, i994 -- Hearing before the Senate Committee on ,Finance 
SOBJECTI MEDICAL MALPRACTICE AND ANTITRUST ISSUES IN HEALTH CARE 
REJ'ORH -.;. Hlth-+ 

JUna 10, 1994 -- Hearing before the senate Finance, Subcom. on 

Health for Families and the Uninsured on . 

SUBJECT I HEALTH CARE POR NON-WORKING PEOPLE BETWBEN AGES 5S AND 

64 -- K1tb.+ 
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LABOR AND HUMAN RESOURCES 


January 26, 1994 -- Dr. Phil Lee, Assistant secretary for Health, 
before the Senate Labor and Human Resources committee 
SUBJECTc THB HEALTH SECURITY ACT AND ACADEMIC HEALTH 
CENTIlRS -- K1th

February 2, 1'94 -- Kenneth Thorpe, Deputy Assistant Secretary
for Planning and Evaluation before the tabor and Human Resources 
committee 
SUBJECT: STATES ROLE IN HEALTH CARl REFORM -- Hltha 

February 22, 1994 -- Judy Feder, PhD., Principal Deputy Assis~ant 
Secretary for Planning a_nd Evaluation before the Labor and Human 
Re'souroes Committee 
SUBJECT I HEALTH SECURITY ACT AND PEOPLE WITH 
DISABILITIES --.HItha 

Karch 2, 1994 -- Hearing before the Senate Labor and Human 
Resources Committee 
SUBJECT, EARLY RITIREES AND THE HEALTH SECURITY ACT OF 
1993 -- Hlth.+ 

Karch 8, 1994 -- Hearing before the SQnate Labor and Human 

Resources Committee 

SUBJBCTa MENTAL HEALTH , SUBSTANCE ABUSE IN HEALTH CARE 

REFORM -- KLTHa+ 


Karch 9,1994 -- Dr. Phil Lee, Assistant secretary for Health 

betore the Labor and Huma~ Resources, Subcom. on Aging (One 

hearing file) 

SUBJECT: WOMEN'S HEALTH AND HEALTH CARE REfORM -- HIth+ 


Karch 9, -1994 -- Dr. Samuel Broder, Director, National Cancer 

Institute, NIH before the Labor and Human Resources, Subcom. on 

Aging (One hearing fila) 

SUBJECT: WOMEN'S HZALTH AND HEALTH CARB REFORM -- K1th+ 


April 14, 1994 -- Robert C. wardwell, Acting Deputy Director of 

Medioaid Policy, Medicaid Bureau, HCFA before the Labor and _Human 

Resources, Subcom. on Aginq 

SUB.7ECT: LONG TE~ CARZ-IN BEA~'1'R CARE REFORX, PT 2 -- Klth. 
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MISCELLANEOUS SENATE COMMITTEES 


January 21, 1"4 -- Nan Hunter, Deput:f'oo-General Counsel, before 

the Senate Judiciary, Subcom. on Technology and the Law 

SUBJECT, MEDICAL RECORD CONFIDENTIALITY UNDER THE HEALTH SECURITY 

ACT o:r 1993 -- Hltb* . . 


Karcb 10, 1994 -- Hearing before the Senate Small Business 

Committee. Erksine Sowles, Administrator, SBA and Robert Reich, 

Secretary of Labor,testified for the Administration. . 

SUBJECT: IMPACT OF HEALTH CARE RE:rORK ON SHALL 

BUSINESSES -- Kltb•• 


February 1, 19'. -- Dr. Judy Feder, Princi~l Deputy Assistant 

Seoretary for Planning and Evaluation before-"'"dle Senate Indian 

Affairs Committee (ONE HEARING FILE) 

SUBJECT I IKPACT or HEALTH CARE REFORK ON INDIAN COUNTRY -- Hlth* 


:rebruary 1, 1'94 -- Michael Lincoln, Acting Director, IRS before 

the Senate Indian Affairs Committee (ONE HEARING FILE) 

SUBJECT: IMPACT OF HEALTH CARE RZ:rORH ON INDIAN COUNTRY -- Klth* 


April 6, 1994 -- Dr. Philip R. Lee, Assistant Secretary for 

Health before the Senate Indian Affairs Committee [Field 

Hearing - Ft. Yates, NO] . 

8UBJECT: HEALTH CARE az:rORH AND INDIANS -- Hlth* 


June 9, 199. -- Jeffrey Human, Director, Office of Rural Health 

Policy, HRSA before the Senate Agriculture, Nutrition and· 

Forestry Coromittee on. , . 

SUBJECT: RURAL HEALTH CARE ACCESS AND H.R. 3600 -- Klth* 
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ENERGY AND COMMERCE 


January 25 19~~ -- Dr. Phil Lee, Assistant secretary for Health 

before the House Energy and Commerce, Subcom. on Health and the 

Environment 

SUBJECT: HEALTH SECURITY ACT OF 1"4 -- H1th. 


January 25, 1994 -- Kristine Gebbie, R.N., M.N., National AIDS 

Policy Coordinator, Executive Office of the President before the 

House Energy and Commerce, Subcom. on Health and the Environment 

SUBJECT I HEALTH SECURITY ACT AND SPECIAL POPULATIONS -- K1th.+ 


January 26, 1994 -- Judy Feder, Ph.D., Principal Deputy 

Assistant Secretary--for Planing and Evaluation before the House 

Energy and Commerce, .Subcom. on Health and the Environment· (One 

Hearing File) , 

SOBJECTI THE HEALTH SECURITY ACT AND WOMEN'S HEALTH -- H1th

January 26, 1994 -- Dr. Samuel Broder, Director, National Cancer 

Institute, NIH before the House Energy and Commerce, Subcom.' on 

Health and the Environment (One Hearing File) 

SU8JECT: THB HEALTH SECURITY ACT AND WOMEN'S HEALTH -- H1th* 


January 31, 1994 -- Dr. Phil Lee, Assistant Secretary for Health 

before the Energy and Commerce, Subcom. on Health and the 

Environment 

SUBJECT: PHS INITIATIVE UNDER HEALTH CARE RErORM-- H1th. 


Fe]:)ruary 1, 1994 -- Gary Claxton, ASPE before the Energy and 

commerce,Subcom. on Commerce, Consumer, Protection and 

Competition 

SU8JECT: WORKERS' COMPENSATION AND TRANSITIONAL INSURANCE REFORM 

UNDER THE HEALTH SECURITY ACT OF 1993 -- Klth. 


February 1, 1994 -- Hearing before the Energy and Commerce, 

Subco~. on Health and the Environment 

SUBJECT: XEHBtR BILLS ON HEALTH CARE REFORM -- Hlth*.+ 


February 3, 1994 .. - Robyn I. stone, PhD., Deputy Assistant 

Secretary for Aging, Disability & Long Term Care Policy, ASPE 

before the Energy and, Commerce, S.ubcom. Health and the 

Environment , 

SU8JECT: ·THB HEALTH SECURITY ACT AND LONG TERM CARE -- K1th. 


rebruary 8, 1994 -- Dr. Philip R. Lee, Assistant Secretary for 

Health anq Dr. Helen Smits, Deputy Administrator, HeFA before the 

Energy and Commerce,· Subcom~· on Health and the Environment (One 

Hearing rile & One Statement File) 

SU8JECTI JRESCRIPTION DRUG »ENEFITS UNDER THE HEALTH SECURITY ACT 

or 1993 -- H1th* 
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EDUCATION AND LABOR 


January 8, 1994 -- Robert T. Van Hook, Policy Advisor, Health 

Care Reform, HHS before the House Education and" Labor, Subcom. on 

Labor-Management (HI) 

SUBJBCTI HEALTH SmCURITY ACT OF 1993 -- Hlth+= 


January 12; 1994 -- Robert T. Van Hook, Policy Advisor, Health 

Care Reform, HHS before the House Education and Labor, Subcom. on 

Labor-Management (CA) 

SUBJECT I HEALTH SECURITY ACT OF 1993 -~ "Hlth+= 


/ 

January 26, 1994 -- Fernando Torres-Gil, Assistant Secretary for 

Aging before the House Education' and Labor, Subcom. on Human 

Resources 

SUBJECT I HEALTH SECURI.TY ACT AND LONG TERM CARE -- Hl th* 


·January 26, 1994 -- Or. Joycelyn Elders, Surgeon General before 
the House Education and Labor, Subcom. on Select Education and 
Civil Rights· 
SUBJECT I IMPACT OJ' HEALTH CARB REFOR.)( ON SCHOOLS ....- Klth. 

February 2, 1994 -- Hearing before the Education and Labor, 

Subcom. on Labor-Management 

SUBJECT:IKPACT OF HEALTH CARE REJ"ORJ( WORKERS AND 

RBTIREES -- Hlth*+ 


February 21, 1994 -- Sally Richardson, Director, Medicaid Bureau 

bafore the Education and Labor com~ittee (Piald Hearinq) 

SUBJICT: THBHBALTH SECURITY ACT , INNER CITIES -- KIth. 


Karoh 10, 19'" -- Hearing before the Educa'tion and Labor 

committee 

SUBJECT: REPUBLICAN ALTERNATIVES TO HEALTH CARE REFORM; 

K.a. 3080 -- Hlth*+ 

http:SECURI.TY
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WAYS AND MEANS 


F.~ruary 2, 1994 -- Bruce C. Vladeck, PhD, Administrator, HCFA 

and Or. Philip R. Lee, Assistant secretary for Health before the 

Ways and Means, Subcoma on Health (One Hearing File & One 

statement File) 

SUBJECT: MANAGED CARE AND COMPETITION UNDER THE HEALTH SBCURITY 

ACT or 1993 -- K1th. 


February 7, 1994 -- Philip R. Lee, Assistant secretary for 

Health, before the Ways and Means, subcoma on Health 

SUBJECT I RURAL COMMUNITIES AND INNER CITY ACCESS ~SSUES UNDER 

THE HEALTH SECURITY ACT -- H1th. 


re~ruary 23, 1994 -- Judy Feder, Principal Deputy Assistant 

Secretary for Planning and Evaluation and Dr. Helen D. Smits, 

Deputy Administrator, HcrA before the Ways and Means, Subcom. on 

Social Security (One Hearing File & One Statement File) 

SUBJECT; THE HEALTH SECURITY ACT • THE DISABLED -- B1th. 
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MISCELLANEOUS HOUSE COMMIT~EES 

F.~ru.ry 2, 1'94 -- Hearing before the H~~e_science, Spaoe and 
Technology, Subcom. on Technology, Environment and Aviation 
SUBJECT: IXPACT OF HEALTH CARE REFORM ON INNOVATIVE CANCER 
THERAPIES -- Hlth+. 

Xarah 17, 1994 -- Dr. Risa Lavizzo-Mourey, M.B.A. Deputy 

Administrator, AHCPR before the Science, Space and Technology, 

subcom. on Technology, Environment and Aviation (One Hearing 

File) 

SUBJECTs IXPACT OF HCR ON MEDICAL TECKNOLOGY;~2aARMACEUTICAL AND 

BIOTECHNOLOGY INDOSTRIES -- KIth. 


Xarch 17, 1994 -- Dr. Helen Smits, Deputy Admin1~rator, HCFA 

before the Science, Space and Technology, Subcom. on Technology, 

Environment and Aviation (One Hearing File) . 

SUBJECT: IMPACT O~ HCR ON MEDICAL TECHNOLOGY, PHARMACEUTICAL AND 

BIOTECHNOLOGY INDOSTRIES -- Hlth* 


Xarch 10, 19" -- Hearing before the House Small Business 

Committee 

SUBJECTs REGIONAL ALLIANCES AND SHALL BUSINESSES -- Hlth*+ 


http:F.~ru.ry
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Fiscal Summary. 


Changes from Baselines 


($ BiHions) 


_." 

1995-1999 . 1995-2004 

Outlays. 

Net Subsidies 223 794 

Medicare (37) (207) 

Medicaid (121) (559) 

PHS/AHC 
Spending 

40 120 

Long Term Care 19 158 

Revenues 

T.obacco Tax (66) (137) 

High Cost Plan 
Tax 

(5) (17) 

Net Other 
Revenues 

(31) 
, 

(65) 

Net Deficit Effect 22 87 

"All estimates are preliminary and unofficial. 

These estimates assume no changes in VA. DOD. FERR. and other Federal health 
spending programs. 

7/8/943:45 pm 
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" 	 ' 

The Dole Plait: No Alternative for Middle Class Families 

Sadly S,enator Dole's plan ignores millions ofhard-v,oorking middle class Americans and their. 

need for affordable, secure coverage. Senator Dole's piecel1)eal plan not only leaves tens of 

mi'llions of Americans 'out in the c~ld, it leaves all American families at risk ~f losing the 


\ ", 	 . , 

'coverage they have now. It forces small businesses to pay higher rates, and does nothing tQ 

control rising'health care costs., ' / 


Who does this plan hurt? Ithurts middle class families, who would remain at risk. It hurts 
Medicare beneficiaries, who would raymore to get less. It hurts s'mall businesses, who continue 
to pay the highest rates. It hurts states, as the federa~ govern.rnent shifts the Medicaid, burden 

. onto their shoulders .. It hurts hospitals, who~e revenues are c'ut while their uninsured burden 
continues. ' And it hurts the uninsured, who ;emain locked out of a system that's stacked against 
them, and rates theycati't afford. ~ .' , . 

. 1. Middle Class Families 

• 	 Between 2 7 ~40 million Americans'remain uncovered, most of them middle Class working

people. ' ' , ' .. 


• 	 No help 'with insurance costs for anyone but the very poor and th~se p~ Medieaid. 
• j " 	 t 

• 	 No guarantee of employer-based coverage forworkin'gpeople (in fact, with no teal cost 

control, ~rendsof employers cuttingback on coverage or dropping dependent coveragewill. 

continue). 


• ' Nq pr?tection against rising insurance premiums 


.' People with pre-existing cond'itions could b~ excluded for betWeen'six rno,nths and .one year .. 


2. ,Medicare benefiCiaries 

• 	 '$60 billion of Medfcare cuts, with no new benefits for older Americans 

• ~No prescription drug benefits-for most Medicare beneficiaries 

.• No real ,iong-term care improvements 

• 	 Older workers chaiged up to four tlmesrnore' than younger workers .. 
; 

3. 	Small busin'ess~s 

• 	 ~xempts trade associations from corrimunity rating, a loophole that in effect permit~ 

, discrimination in premiums based'onindustry/occupation 




• ' 'Does notcnd co~t shifting from busin,ess~s who. don't pro\:ide coverage:to businesses \vhodo. 

• 	 IJoesnot end cost shifting frotn'big businesses to small businesses 

• 	 . No discount off insurance premiums for small businesses, 

, " '. Does nothing to prot,ect smallibusinesses with more th~ 50 employees, who stilH:ansee 
, premiums rise dr~atically if one bftheir employees gets sick 

• 	 Small business, insurance 'rates wo'uld rise as small businesses are forced to,share the cost of : 
high cost Medicaid patients and other high costindividuals(up to 20% increase in some, 
states). ' , , . . 

States 

•. 	 Caps federal funding for}v1:edicaid, shifting the M~dicaid burde~ to states and leaving state 
budgets at risk 

Hospitals 

• 	 c::uts$60 billionfrom Medicare -- most. of it affecting hospitals, with no~ewrevenue from 
increased co~erage ' . ' , " 

.' 	. .' Does not elimiriate th~ burden of uncompensatedcate 

'. 	 Does not allow the true "level playing fi~ld" necessary for marke.t competition since hospitals 
serving the uriinsured remain at adisadvant,age '.' . ' \ . 

. 	 . . 

• 	 ,The AHA report suggests that absent other sources of new revenue; slowing the growth in : 
Medicare payments could hurt hospitais. ("with no accompanying reform steps such as 
expanding health care coverage: couldcause significant financial losses Jorhospitals. ") 
Withoutpniversal coverage, Medicare savings could significantly hurt ho~pital reve~ues. 

The D.ninsured 
'/ 

• 	 Tl}is plan helps no one but the very poore~t American-- those below the povertY line :-~ with 
'. the cost of insurance.' . 
'.' ' . 

• 	 An 'individual making mor~ than $7,000 a year, and a family of foUr making more than: 
$15,000 would not be,'eligiblefor subsidies. ' . 

• 	 Does nothing to tnake insurance more affordable for. the middle class, uninsured. 

. I. 
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. The Boston Globe 

\ July 3, 1994, Sunday, City Edition 

SECTION: NATIONAL/FOREIGN; Pg.,14. 
. I . 

LENGTH: 1363 words 

HEADLINE: With Dole's mainstream GOP proposal, 'the debate is joined 

BYLINE: By Richard A., Knox, 'Glo,be Staff' 

BODY: . ' 
In the eight months sipce President· Clinton introduced.his-health reform 

plan, mainstream Republicans have bE!'en saying what they don't want in the way. of 
'reform. Last week they finally said what they are. for •. And now they will have te 
d~fend it. . , . 

It isn't universal health insurance. Senate Republic~n leader Bob Dole, who 
supported health .. coverage for all Americans before he began to consider running 
for the' GOP presidential nomination in 1996, .introduced a proposal that makes .ne 

.pretense' of aiming for th~t goal. . ' . 

Instead, Dole's 27-page plan offers' modest federal subsid'ies and other 
inducements for 'people to buy health, coverage, financed by more than $ 100 
billion:in cuts from Medicare and Medicaid and no new taxes. 

Dole' s qui~tessentiallY' Republican proposal is nO,t just the umpteenth plan it 
the hopper. It claims the backing of '39 other Rep,ublican senators. Thus, it I 

clarifies.the·health care debate in a.. way that,has been. lacking in the morass of 
permut~tions on Clinton's blueprint an!:! other'schemes •. 

In other words, the debate is .finally joined. '''It is now ,our, plan. versus 
theirs,," exulted conservative GOP strategist William Kristol of the pr~ject for . 
the Republican Future., 

. The Dole plan, Kristol said, "must be treated as a final and authoritative 
/Republican po~ition, II not as an opener, iIi the next round of horse-trading. 

Republicans must proudly sell it, h~ advises, as "straightforward reforms that 
ma~. insurance more stable, accessiblaand affordable. II , " ',' 

I It is a program that "brings more peopl~ into the sys.tem and provides more . 
. . security and flexibility for those already in it,"' he. ad~s. . 

A senior White House health adviser greeted the. Dole plan with similar 
relish. At last, he said, the pu:Qlic will begin to understand what the debate i~ 
all about - and when ,pe.ople understand, they will press for real reform. .", ... 

In fact, a humber of health policy analyst.s from all parts' of the ideologica: 
spectrum last week began to raise doubts about the Dole plan. Their early but 
remarkably congruent verdict: .It's not likely to do mu.ch to, expand access to' 

,health .insurance. And it might make thing~ worse,. for many who are now insured.· 

./ . 
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Mark P~uley, .a conservative economist at the University of,' P~nnsylvania Who 
.. is no 'sUpporter' of the Clinton plan or its cousins, labels Dole's 'federal 

insurance'subsidies for ,the poor' "st~rigy.", 

Dole;s plan would offer ,subsidiesto,Americans earni'ng less than 1 1/2 times 
the federal poverty level": $ 22,200 this year for a family of four. The average 
11994 premium ,tor such a family ,is ,nearly $ '6,800, or more than 30 percent of the 
family's gross inc6me~ 

, "My guess is that con~ress will want' subsidies,th~t reach somewhat higher;~
,PauleY-said. "They don't want to be that beastly - even tQe 'conservative pnes." 

,How far would Dole's subsidies take the nation in reducing the number of' 

unin~ured people, how estimat,ed at 39 million? " 


,Pauiey notes that ,th,econgressi,onal ~udgetoffice th-is 'spritlg conciuded ,that, 
a proposal by E-ep. 'Jim Cooper, Democrat of Tennessee, and Sen. John 8reaux" 
Democrat of Louisiana, ~ould cover about 40 percent of' the uninsured with a: mor,e ' 
generous subsidy scheme that reached people earning up to twice the poverty"

,level. ' 
, - , , I 

"Given the relative stinginess of Dole's SUbsidies; I would say the Dole plan 

,could pick up between one-third and one';"half' of the uninsured, .. Pauley saUl in 

an interview. ' , 


This would leave between 19.5 million and' 26'million unin~ured'Americans, at 
,~9~4' levels, who would have to be brought into t;hesystem through othel;' means. 
For many of them, Dole proposes in'suranc;:e marl<:et'reforms, such as rules designed, 
to even out the wide disparities in health insurance ,premiums that now exist 
between the,young, and ,old, the sick and ,healthy. ' 

I ' 

, " The' Dole plan would also eliminate insu:rers' ability to refuse coverage for 

preexisting 'medical condition!:!, a practice 'that currently:,makes 'an estimated 1 

million Americans Ituninsurabl~~ II " , , " 


But Pauiey predicts ,suqh measure's "probably do almost nothing, or maybe even 

make things worse" in the effort to reduce the'remal.nl.ng millions of people who 

would 'lack health coverage but 'could not qualify for SUbsidies. 


, ' . 
, , 

tlTo'theextent you force insurers ,to take all comers or,in other ways not 

charge what they cost,' the insurer has 'to, raise what they charge other people," 

Pauley explains. uYou exchange some insured healthy people for some uninsured 

'unhealthy people. The net effect of that is probably some~hat of a loss."'" 


f ,other,analysts concur, i and they point out that such outcomes are not merely 
fhypotheticai. "At, least 37 stCites,have enacted insurance reforms essentially' 
identical to the refo+JDs, 'proposed in congress," said Patricia Butler , an ' 

'independent health consultant from Boulder, colo., who often works with state 
governments. ' 

,., 

, ":ithink any insurance commissioner would say these reforms are 'a nec,essary 
but not, suffici,ent way' to decrease "the number, of' uninsur'ed, II Butler, said. "To 
say, they're going ,to impro~e ,access is, a 'little bit misguided." 

( , 

http:the'remal.nl.ng
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New York state is often cited these days as one real-world example of th~ 
unintended consequences of health insurance market reforms in ~he absence of any,
requirement, that either employers or individua,ls purchase insu,rance.' (Dole and 
almost all oth~r Republicans have flatly rejected the idea of such mandates.) 

'New York passed a law 'requiring insurt!~sto average theirpre~iums across an 
entire communit-y rather than pricing coverage according to their estimat~ of ' 
whether a subscriber'was'likelyto,get sick. 'Nine month~ after the law took 
effect,' the .number of New Yorkers insured individually or through small employer 
groups dropped ,by 25,477, 'or 1.2 p~rcent. ,,' 

Analysts; also point o'ut that' the seemingly ~enslble, idea' of offering federal' 
subsidies to help'the poor and near-poor to buy health insurance contains some 
hidden pitfalls. . , ' 

The problem has to do with the 'factthat subsidies provide a perverse 
incentive for people not to work or increase thei~ earnings, if they would no 
longer qualify for 'subsidies. ' , , 

i'Take a family o,f fQur 'just above the povex:ty line. • • earning about $ 
19, 000 a year," explains, David A. Super ,of,' the nonpartisan center on Budge,t and 
Policy Priorities, a Washington-based organization that studies how,government 
spending affects low-income Americans. ' 

For each additional dollar such a family earns, super says, they now lose 
" about 72 cents ,by having to pay more federal and state income tax" FICA tax and 

through reduced earned income credi,teind dec;reased food stamps. They keep 28 
,cents. ' 

Addirig a health insurance subsidy for low~income families adds to the amount 
they ri,sk losing if they exceed the income limits. Under the subsidy scheme ' 
approved yesterday by the Senate' Finance Committee, Super estimates, the $ , 
i9, OOO-a-year family '''would: lose an additional '18 cents ,on the dollar" once they, 

,exceed ~he income,limit. So they could keep not 28 cents of every addition~l 
'dollar earned, but only 10 cents, ',giving them even less incentive to earn more • 

. If such 'a'familY,happened'to live :in an area ,with relatively high health care 
_costs'; so their premiums and subsidies, were 'higher than the national ave;rage,
,Super s~id,' they could easily reach the point whe,rethey are earnillg more but 
taking home even less. - ' 

If Dole and his colleagues want to minimize this problem, ,there' are ways to " 
do it> analysts say. But the solutions may not be congenial to conservatives or· 
their constituents., ' 

'For'example,90vernmentsubsid,ies can be structured to, reach into higher' 

income levels, such as up to 2 1/2 to ~ times the poverty level, so that the 

phase-out of subsidies .can be made more gradual. But this swells federal 

spending o,n subsidies~ especia~ly when, there is no requirement that employers

share the burden. ' 


'Benefits a Iso co'uld be reduced to ,make insurance less costly. But even a 
stripped-down benefit package, with no mental health coverage or prescription 
drugs and only 15 hospital days per, year; would reduce, the work'disincentive by 
only a few cents on the "dollar., 

. 
• ! 

t. 
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, , "It's one thing to ask people to work hard and gef only 28 cents on t:q.e 

dollar,'" Super said .. "It's another when you make working irrational." ' 
. ,.", . 

GRAPHIC: PHOTO, AP PHOTO'.' Sen. George Mitchell (left) conters yesterday with 
Sen. Bob Dole • 

. LANGUAGE: ENGLISH: 

LOAD-DATE-MDC:.July 6, 1994 

\ . 
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Bob Dole's,"Alternative" Plan: 
NO,Alternative for Mi9dle Class, Fan:.i1ies 

• 	 No Universal Coverage 
• 	 Insurance Companies Remain In Charge' 
• 	 Small Fir.ms C~ntintie To Pay )More 
•. Creates IncentivesFor Bare~BonesCoverage; 
• 	 MedicareC'uts With':No New Benefits For Seniors 
• 	 Discourllges Work-Based'Insuranc:e, Encourages Welfare 

. Depende~cy 

! 

I~otsIvERSAL COV~RAGE: 
• 	 ,Ihis plan provides )10 means for achie\';nguniversal co~erage, no specific target for 


increased co\'erage. and provides no help \vith insurance costs for middle class families. 


• 	 Analvsisof similar,non-universal alternativ~s predict 24-40 million,Americans, most of 
them' working. 'xiII remain uninsured_Onc~ again, the middle class ~e left out ih the cold. 

• 	 Without Universal Coverage, "health insurance coverage would probably be more ,limited 
formiddle income people than tire rich or poor." [CBO, 5/94, pp: 17,20] . 

II~SlJRA~CE CO'IPA~IES REMAIl~ IN CHARGE: 

• 	 Insurance companies can still deny co,\erage of pre-existing conditions for up to six months, 
or in som~ cases up to a full year.[Dole Plan, p. 2] If illness strikes.a family when their 


. insurance -plan denies them c9verage,they could lose everything paying medical bills. 


• 	 "Most heal;h bills that stop short ofunivers-'al coverage •.. allow insurance compa~ies to 
exclude coverage ofa pre-eX;isting condition for. up to six months." [Wall Street Jotimal, 
06/15/94] 

• 	 Older V;'orkers can sdl be'charged three to fo~rtime,s ~ore than younger workers. [Dole 
Plan, p. 3] 

• 	 Insurance companies can stilldecide what benefits .to cover and which to aeny. [DolePla:n: p. 
3] 

/. 
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ISMALL FIRMS CO~TINUE' TO PAY MORE: 

.-Unlike the Clinton plan, ~hich provides more than $ \ 00 billion in dis~ounts to small 

businesses, this plan would offer no discounts to, small businesses. Small firms would 

continue to pay higher rates than large, self-insuredfirms~ 


• 	 Small firms who provide coverage for their workers will continue to pay extra to pick up the 
costs for "free riders". . ' . 

• 	" Self-employed individ~als' are denied 100% tax, deductibillty untit' th~ year 2000. [Dole Plan, " 
p.6] 	 .' 

• 	 Small firms can continue to see more of their health care dollar going to paperworkarid 

bureaucracy [Do\e,Plan. p,2] . . 


• 	 "By uSfngtheir clout with health c~re providers to demand lower costs, big emp)oj.'ershelp , 
squee,:,e out inefficiencies. Those costs wqn't disappear, however. As big companies shed . 
them, insurance premiums for smaller employers wil/be forced up. This probably wil/lead 
more ofth,em to stop offering insurance, to Iimitcoveragefor workers' families or reply 

. more an part-timers and temporary workers who often don't gethealt'h insurance. " . 
[Health-Care Inaction Can Carry a High Cost," The Wall Street Journal, 6/27/94] . 

, . r ' 
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.' ,This plan creates incentives for employers to offer only catastrophic coverage to their' 
workers. with high d,eductibles. This so called "Medical Savings Accol.mt"approach 

" ' discourages pati~nts fro111 seeking cost-effeclive preventive care, prompting the American 
Medical News to warn that "Medical Savings A.,ccounts threaten quality." [American 

. . ' Medical News] - ' . 

. . 
, ! . ' • 

• 	 .Ii repeals existing state laws guaranteeing' insur~ce coverage for certain services, for 
. example mammograms. [Dole Plan, p.'14]'. 

" 	 I 
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• 'Money from Medicare, is takeri to pay for subsidies for the poor, instead of new benefits and a 
;' 	 strengthened, Medicare program'. 'Mrdicare recipients will continue to go withom coverage' ' , 

for prescriptions. and middle class seniors will get no help with hO!TIeand comirumity-based 
'long-term care. [Dole Plan, p. 25] 

, 	 . ~ I 

• 	 Medicare r~cipients who entered managed care plans could be forced to wait if they want to 
return to regular Medicare coverage. [Dole Plan, p. 24]' 

DISCOURAGES,WORK-BASED INSURANCE, ENCOUR.\GES WELFARE ' 

DEPENDENCY" ' , 


., 	Many v;orkers who want to ~et c~verage' fQr their families would be forced to give up the 
employer-based coyenige they have no\'~' in order to qualify for' g6vern.n1ent subsidiesJDole' 
Plan. p, 8l ' 

• 	 Subsidies would only be available for people with very low incomes, and: '?v'oiJId phase ~m'as 
family income increases'. 'Health economist Henry Aaron said abouta similar subsidy plan: 
"This means that millions o/workers would have no incentive If! increase their 

. . -	 • ~. ""I' • 

earnings. ,,[NYT, ,Sunday Feb. 1.-,] 

• 	, Millions ,on welfare would contimie to face the choi~e between staying on welfare and getting 
health benefits or lea\:ing for ajob with no benefits. This would encourage welfare-
dependency. and threaten any attempt at welfare 'reform. ' 

~ ,.' 	 . 
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