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TO: Reviewers in HHS and on White House staff 
FR: Atul Gawande 
RE: Modifications to the benefit specifications 
DT: 9:19am June 23, 1993 

Modifications to the benefits package 

We have attached a new benefits section of the draft proposal 
rewritten according to our previous discussions. In addition, 
we have corrected for inconsistencies and errors and added 
excluded sections. 

Summary of changes in the benefit specifications 

1. 	 Certain benefits have" been rewritten to maintain a 
consistent, relatively broad level of detail. Specifically: 

Individual reproductive services such as vasectomy and 
tubal ligation" are removed since other categories of 
services do not cite individual treatments. 

Allergy testing and injections are removed, since they 
are implicitly included in professional services. 

Non-investigational, medically necessary or appropriate 
organ transplants are removed, since they are 
implicitly included in hospital and professional 
services as defined. 

Reimbursement for training patients in self-management 
is implicitly included the definition of professional 
services. 

2. 	 Key definitions are added for: 

"Medically necessary or appropriate" (see attached for 
specific language --,note that abortion is covered 
implicitly within the definition) . 

Coverage of investigational therapies. The policy we 
put forward is that routine costs, i.e., costs that 
would otherwise be incurred, are covered for 
investigational treatments that are given as part of an 
research trial approved by the Secretary or under her 
guidelines. 

3. 	 The following changes in benefit categories are made: 

There is confusion about the "Big Five's" 
recommendations for mental health and substance abuse 
coverage. We were requested to redraft these benefits 
to phase in later (e.g., 2000). However, we were 
unclear on the starting point and ending point for the 
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benefits. Because of this confusion, only the ending 
point is in the write up at this time. 

~ 	 Starting point: If we aim to reduce the cost of 
Ira's written benefit by 25%, the benefit would 
include the 30/90 day inpatient limit on hospital 
and a 2 day hospital deductible (i.e., no coverage 
for 2 days), the 120 day limit on hospital 
alternatives, 50% coinsurance for any 
psychotherapy visit, a'nd no coverage for case 
management or psychiatric rehabilitation. 

If further reductions are necessary, 
preferences are to reduce inpatient limit to 
30/75, reduce 120 day limit on hospital 
alternatives, and avoid outpatient visit 
limits. 

Ending point: In the year 2000~ benefits increase 
. to a 30/90 day inpatient limit on hospital stays 
with no day deductibles, 120 day limit on hospital 
alternatives, coverage of case management and 
limited psychiatric rehabilitation, and variable 
cost-sharing and no limits on outpatient visits 
with psychotherapy beyond 12 visits at 50% 
coinsurance. 

Adult dental benefits are phased-in in the year 2000. 

Hearing aids, which were not in the benefits proposed 
by the working group or analyzed for cost, are 
excluded. 

4. 	 Benefits are defined more precisely, correcting for errors 
in description. Specifically: 

Rehabilitation therapies are not unlimited in duration. 
At the end of each 60 days of treatment, the need for 
continued therapy would be re-evaluated. Additional 
periods of therapy would be covered only if function is 
improving. 

Directions for a definition of home health care 
services are included. The services covered wo~ld be 
similar to the current Medicare program with 
limitations that they substitute for hospitalization 
and that, at the end of each 60 days of home health 
care, the need for continued services should be re
evaluated. 

An excluded key to the table of preventive benefits is 
restored. (See Table I attached.) When excluded, it 
led to some striking errors. For example, pap smear and 



pelvic exam are shown as covered every three years 
without qualification for children ages 6-19. with the 
key, 	 it is qualified as being for females who have 
reached childbearing age and are at risk for cervical 
cancer. 

I 

An excluded definition of limitations on eligibility 
for mental health and substance abuse services is 
added. 

5. 	 Plan requirements in establishing their cost-sharing 
schedules are defined. 

6. 	 The draft section offering states a waiver from mental 
health benefit limits if they integrate public and private 
mental health systems has been revised in two ways: 

states must demonstrate that there is capability to 
manage care in integrated systems and that the 
integration will not raise premium costs, i.e., 
additional costs are paid for through state public 
dollars. 

The draft proposal had included the "carrot" of Federal 
matching funds to encourage integration. Given that 
public acute care costs are being absorbed into the 
premium without any capture of state dollars, it is not 
clear why the Federal government should have to provide 
additional "matching funds" for integration purposes. 
Instead as a "carrot" to encourage integration greater 
flexibility in the use of the block grant funds is 
proposed. 



GUARANTEED BENEFITS PACKAGE 

Substantive changes marked by * 


SERVICES COVERED 

• 	 Each health plan must provide coverage for the following 
categories of services as medically necessary or appropriate 
with additional limitations and cost-sharing only as 
specified in this Act or by the National Board: 

~ 	 Hospital services 
~ 	 Services of physicians and 6ther health professionals 
~ 	 Clinical preventive services 
~ 	 Reproductive health services 
~ 	 Mental health services 
~ 	 Substance abuse services 
~ 	 Hospice 
~ 	 Home health care 
~ 	 Extended care facility services 
~ 	 Emergency services 
~ 	 Ambulance services 
~ 	 Outpatient laboratory and diagnostic services 
~ 	 Outpatient prescription drugs and biologicals 
~ 	 Outpatient rehabilitation services 
~ 	 Durable medical equipment, prosthetic and orthotic 

devices 
~ 	 Vision and hearing care including eyeglasses for 

children 
~ 	 Preventive and restorative dental services for children 
~ 	 Health education classes 

• 	 specification and definition of service categories 

~ 	 Hospital services 

o 	 Covered services 
Inpatient hospital, including bed and board, 
routine care, therapeutics, laboratory, 
diagnostic and radiology services and 
professional services specified by the 
National Board when furnished to inpatients. 
outpatient hospital services 
24-hour a day emergency room services 

o 	 Psychiatric hospital services or services for the 
treatment of a mental disorder are treated 
separately below. 

o 	 Definitions 
An institution meeting the requirements of 
S1861(e) and (f) of the SSA. 

Mental health and substance abuse inpatient and 
residential treatment 



o 	 Covered services are inpatient hospital as above, 
crisis residential, therapeutic family or group 
homes, residential treatment centers -- children, 
community residential treatment -- adults, 
community residential treatment and recovery 
SUbstance abuse, residential detoxification 
services. 

o 	 Limitations 

30 days per episode, 90 maximum annual for 
all settings in this category. The annual 
maximum of 90 can be used as a reserve to 
extend a 30 day episode after special 
authorization for medical necessity. 

Inpatient hospital SUbstance abuse is only 
for medical detoxification as required for 
the management of neuropsychiatric or medical 
complications associated with withdrawal from 
alcohol or drugs. 

Inpatient hospital care for mental and 
substance abuse disorders is available only 
when less restrictive nonresidential or 
residential services are ineffective or 
inappropriate. 

o 	 Definitions 

A hospital is an institution~meeting the 
requirements of §1861(e) and (f) of the SSA. 

A residential treatment facility are tho'se 
which meet criteria for licensure for 
certification established by the state. 

Eligibility:'" 

* 	 Persons are eligible for mental health 
and substance abuse services other than 
screening and assessment and crisis 
services if they have, or have had in 
the past year, a diagnosable mental or 
substance abuse disorder, which meets 
diagnostic criteria specified within 
DSM-III-R, and that resulted in or poses 
a significant risk for functional 
impairment in family, work, school, or 
community activities. 

* 	 These disorders include any mental 
disorder listed in DSM-III-R or their 
ICD-9-CM equivalents, or subsequent 



revisions, with the exception of DSM
III-R "V" 	 codes (conditions not 
attributable to a mental disorder) 
unless they co-occur with another 
diagnosable disorder. 

* 	 Persons receiving treatment who without 
such treatment would have met functional 
impairment criteria are considered to 
have a disorder. 

* 	 Family members of an eligible enrollee 
may receive medically necessary or 
appropriately related services (so
called collateral treatment). 

services of physician and other health professionals. 

o 	 Covered services 
-~ 	 Includes inpatient and outpatient medical and 

surgical professional services, including 
consultations, delivered by a health 
professional in home, office, or other 
ambulatory care settings, and in 
institutional settings. 

o 	 Professional mental health services are treated 
separately below. 

o 	 Definitions 
Health professional is someone who is 
licensed or otherwise authorized by the state 
to deliver health services in the state in 
which the individual delivers services. 
Covered services are those that a helath 
professional is legally authorized to perform 
in that state. No state may, through 
licensure requirements or other restrictions, 
limit the practice of any class of health 
professionals except as justified byt he 
skill or training of such professional. 
Nothing in this benefit plan requires any 
plan to reimburse any particular provider or 
any type or category of provider. But the 
plan is expected to provide a sufficient mix 
of providers and specialties and appropriate 
locations to provide adequate access to 
professional services.* 

Ambulatory mental health and sUbstance abuse treatment 
services 

o 	 Covered services include screening and assessment, 



clinical management, case management, crisis 
services, somatic treatments, sUbstance abuse 
counseling, substance abuse relapse prevention, 
outpatient therapy. 

o 	 Limitations 

cost sharing varies by type of service, with 
outpatient therapy beyond 12 visits subject 
to a higher cost sharing rate (see table). 
There is no cost-sharing for case management. 

To be eligible for sUbstance abuse and 
relapse counseling, the service must be 
provided by licensed / certified sUbstance 
abuse providers. 

Eligibility criteria as specified for 
inpatient mental health and substance abuse 
treatment services except that all, -persons 
are eligible for screening and assessment and 
24-hour crisis services (i.e., limiting 
eligibility criteria above do not apply to 
this category of services). 

Clinical preventive services 

o 	 Covered services are those specified in Table I 
(based on recommendations of the us Preventive 
Services Task Force) or as specified by the 
National Board in regulations. 

o 	 Limitations 
- Must be provided as consistent with the 
periodicity schedule specified in Table I or as 
specified by the National Board in regulations. 

Reproductive health services 

o 	 Covers pregnancy-related care and family planning 
services 

Hospice 

o 	 Specifications are as under the Medicare benefit. 

o 	 Covered services 
Nursing care provided by or under the 
supervision of a registered nurse. 
Medical social services under the direction 
of a physician. 
Physicians' services. 
Counseling services for the purposes of 



training the individual's family or other 
caregiver 	to provide care and for the purpose 
of helping the individual and those caring 
for him or her to adjust to the individual's 
death. 
Short-term inpatient care, but respite care 
is provided only on an occasional basis and 
may not be provided for more than 5 days. 
Medical supplies and the use of medical 
appliances for the relief of pain and symptom 
control related to the individual's terminal 
illness. 
Home 	 health aide and homemaker services. 
Physical therapy, occupational therapy and 
speech-language pathology services. 

o 	 Limitations 
Only terminally ill individuals are eligible. 
Only covers hospice care as an alternative to 
continued hospitalization. 

o 	 Definitions 
An individual is considered terminally ill if 
the individual has a medical prognosis that 
his or her life expectancy is 6 months or 
less if the terminal illness runs its normal 
course. 

Home 	 health care 

o 	 Covered services 
Same services as under the current Medicare 
program with the addition of outpatient 
prescription drugs and biologicals. 

o 	 Limitations 
Only covers services for an indvidual 
requiring home-based care as an alternative 
to continued institutionalization (i.e., 
inpatient treatment in a hospital, skilled 
nursing or rehabilitation facility) 
At the end of each 60 days of treatment, the 
need for continued therapy shall be re
evaluated. Additional periods of therapy are 
covered only if at risk of hospitalization or 
institutionalization. * 

~ 	 Nonresidential mental health and sUbstance abuse 
treatment services 

o 	 Covered services include partial hospitalization, 
day treatment, psychiatric rehabilitation, 
ambulatory detoxification, home-based services, 



"therapeutic respite services, behavioral aide 
services. 

o 	 Limitations 

120 days/year for all services listed in this 
category 

Services in this category are provided for 
the purpose of averting the need for, or as 
an alternative to, treatment in residential 
or inpatient settings, or to facilitate the 
earlier return of individuals receiving 
inpatient 	or residential care, or to "restore 
the functioning of individuals with serious 
mental or 	substance abuse disorders, or 
assist individuals to develop the skills and 
access the supports needed to achieve their 
maximum level of functioning within the 
community. 

Therapeutic respite services are delivered 
for the purpose of providing a planned or 
unplanned break (several hours, overnight, or 
several days as determined to be clinically 
necessary and appropriate) for an individual 
with mental disorders and his/her caregivers 
in order to reduce stress and prevent 
disruption of primary caregiving. 

Eligibility criteria as specified for 
inpatient mental health and substance abuse 
treatment services. 

Extended care facility services 

o 	 Covered services: 
Inpatient services in a skilled nursing or 
rehabilitation facility. 

o 	 Limitations 
Only covers services required by an indvidual 
requiring facility-based care after an acute 
illness or injury as an alternative to 
continued hospitalization. 
Coverage is limited to a maximum of 100 days 
per calendar year. 

Ambulance 	services 

o 	 Covers ground transportation by ambulance, 
including air transportation by an aircraft 
equipped for transporting an injured or sick 



individual. 

o 	 Limitations 
Ambulance is covered only where the use of an 
ambulance is indicated by the individual's 
condition. Air transport is covered only 
when other means of transportation is contra

. indicated by the individual's condition. 

outpatient laboratory and diagnostic services 

o 	 Covers prescribed laboratory and radiology 
services, including diagnostic services provided 
to individuals who are not inpatients of a 
hospital, hospice or extended care facility. 

outpatient prescription drugs and biologicals. 

o 	 Covers drugs, biological products, and insulin 
when furnished on an outpatient basis. 

o 	 Limitations 
Must be prescribed for use in an outpatient 
setting. 
No frequency or quantity limitations other 
than reasonable rules for amount to be 
dispensed and number of refills. 
Health plans are permitted to establish 
formularies, drug utilization review, generic 
substitution, mail order programs.* 

outpatient rehabilitation services 

o 	 Covered services are: 
outpatient occupational therapy; 
outpatient physical therapy; 
outpatient speech-pathology services for the 
purpose of attaining or restoring speech. 

o 	 Limitations 
Coverage only for therapies used to restore 
functional capacity or minimize limitations 
on physical and cognitive functions as a 
result of an illness or injury. 
At the end of each 60 days of treatment, the 
need for continued therapy shall be re
evaluated. Additional periods of therapy are 
covered only if function is improving.* 

Durable medical equipment, prosthetic and orthotic 

devices 


o 	 Covered services and items 



Durable medical equipment; 

Prosthetic devices (other than dental) which 

replace all or part of an internal body 

organ; 

Leg, arm, back and neck braces; 

Artificial legs, arms and eyes (including 

replacements if required due to a change in 

physical condition); 

Training for use of above items. 


o 	 Limitations 
Coverage only for items that improve 
functional abilities or prevent further 
deterioration in function.· 
Coverage does not include a custom device.· 

• 	 Vision and hearing care including basic eyeglasses for 
children 

o 	 Covered services 
Routine eye exams, including procedures 
performed to determine the refractive state 
of the eyes. 
Diagnosis and treatments for defects in 
vision, including eyeglasses and contact 
lenses. 
Routine ear exams. 

o 	 Limitations 
Eyeglasses and contact lenses limited to 
children under the age of 18. 
Routine eye exams limited to one per 2 years 
for persons 18 years of age or more. 

Preventive and restorative dental services for 
children. 

o 	 Covered services 
Treatment for dental disease and injury, 
including relief of pain and infection, 
restoration of teeth, and maintenance of 
dental health. 
Orthodontia where necessary to avoid 
reconstructive surgery. 

o 	 Limitations 
Except for emergency dental services, limited 
to children under age 18. 
Coverage for persons 18 years and older is 
implemented in the year 2000.· 

• 	 Health education classes 



o 	 Plans are permitted to cover health care courses 
or training for patients that reduce behavioral 
risk factors and promote healthy daily activities. 
such courses may include smoking cessation, 
nutritional counseling, stress management courses, 
skin cancer prevention, and physical training 
classes. Cost sharing would be determined by the 
plan. 

Mental health and substance abuse services are covered 
elsewhere. 

Exclusions from coverage -
o 	 Specific services: private duty nursing, cosmetic 

orthodontia and other cosmetic surgery, hearing 
aids,· adult eyeglasses and contact lenses, in 
vitro fertility services, sex change surgery and 
related services, private room accomodations, 
custodial care, and personal comfort services and 
supplies. 

o 	 Investigational treatments, except as indicated 
below. 

o 	 Services that are not medically necessary or 
appropriate (see section below). 



TABLE I -- COVERED CLINICAL PREVENTIVE SERVICES 


Age Immunizations Tests Clinician 
Visits··· 

0-2 4 DTP, 
HiB, 1 

3 OPV, 
MMR, 3 

3-4 
HBV 

1 
2 

Hematocrit, 
Lead· 

7 

3-5 1 DTP, 1 OPV, 1 MMR 1 Urinalysis 2 

6-19 1 Td Pap/pelvic** every 3 
years after menarche 

5 

20-39 1 Td every 10 years Cholesterol every 5 
/ l' **years; Pap pe V1C .

*** +every 3 years 

Every 3 
years 

40-49 1 Td every 10 years Cholesterol every 5 
years; Pap/pelvic**

*** +every 3 years 

Every 2 
years 

50-64 1 Td every 10 years Cholesterol every 5 
years; Pap/pelvic and 
Mammogram++ every 2 

Every 2 
years 

years 

65 + 1 Td every 10 years 
Pneumococcal - once 
Annual influenza 

Cholesterol every 5 
years 
Mammogram++ every 2 
years 

Annually 

Key
• 
*. 

*.* 
+ 

++ 
+++ 

DTP 
OPV 
HiB 
HBV 
MMR 
Td 

= Children at high risk for lead exposure 
= Papanicolaou smears and pelvic exam for females who have 
reached childbearing age and are at risk of cervical cancer. 
= Once three annual negative smears have been obtained. 
= For females of childbearing age at risk for sexually 
transmitted disease, an annual Pap smear and screening for 
chlamydia and gonorrhea. 
= Females only. 
= All visits include immunizations, laboratory tests and 
other screening tests, including history, blood pressure 
measurement, risk assessment and targetted health 
advice/counseling. 
= Diphtheria, tetanus, pertussis vaccine 
= Oral polio vaccine 
= Haemophilus influenzae type B vaccine 
= Hepatitis B vaccine 
= Measles, mumps, rubella vaccine 
= Tetanus diphtheria toxoid 

In addition targetted tests are as included on p 22 of the 
briefing book (see attached). 



INTEGRATION OF PUBLIC AND PRIVATE MENTAL HEALTH CARE SYSTEMS 

The benefit package requires the maintenance of the existing 
public system for mental health and substance abuse. However, 
health reform offers the opportunity to develop systems of care 
where it would be possible to integrate the public and private 
systems. In order to promote the eventual integration of the 
public and private systems for treatment of mental and addictive 
disorders into a single system of care, states are encouraged to 
use the flexibility allowed under health reform to fold their 
expenditures for public mental health and sUbstance abuse 
programs into funding available to regional health alliances and 
require integrated care for mental and addictive disorders. 
Federal block grant funding will be available to assist in the 
development of community based systems of care. 

states interested in adopting this direction may obtain a 
waiver from the limits in the benefit package after showing that 
the capacity to manage mental health and substance abuse care 
through integrated systems is feasible in the state and the 
waiver will not result in additional premium costs. States 
choosing this approach would be given greater flexibility in 
their use of block grant funds. 

SPECIFICATION AND DEFINITION OF "MEDICALLY NECESSARY OR 
APPROPRIATE" 

• 	 Treatments that are medically necessary or appropriate shall 
be covered. Treatments that are not medically necess'ary or 
appropriate shall be excluded from coverage.' 

... A "treatment.. is an intervention intended to improve 
significantly the physical or psychological condition 
of the enrollee or to prevent or mitigate a health 
outcome adverse to the enrollee. 2 

o 	 "Intervention" means a diagnostic, therapeutic or 
other health-related procedure or service 
described by the following parameters: (i) the 
physical or psychological characteristics of the 
enrollee to whom the intervention is applied; (ii) 
the technical method of applying the intervention; 
(iii) the type of provider applying the 

'These prov1s10ns determine coverage of specific treatments 

potentially included in the enumerated categories of covered 

services. They are not intended to expand the scope of covered 

services beyond those enumerated categories. 


2The term "treatment" is intended to encompass not only' 

therapy for acute illness or injury but also preventive care, 

care for disabilities and reproductive care. 




intervention; and (iv) the setting in which the 
intervention is applied. 3 

o 	 "Adverse health outcome" means a physical or 
psychological condition that constitutes a 
significant change adverse to the enrollee or a 
physical or psychological condition that lies

4outside the normal range. 

The term "medically necessary" has the meaning as 
defined under 42 USC Section 1395y(a) (1). 

o 	 Note: Grandfathers in well-accepted treatment as 
covered benefits. For established plans, coverage 
of a service in the past should be considered good 
evidence of "standard practice." Over time, it is 
anticipated that clinical research may reveal 
certain existing treatments to not be medically 
necessary or appropriate. 

A treatment is "medically appropriate" if it is 
effective, beneficial and judicious. 

o 	 "Effective" means that, in the reasonable judgment 
of the provider at the time the treatment is 
administered, sufficient evidence exists to 
conclude that the benefits to the enrollee of the 
treatment outweigh its risks. 5 

o 	 "Beneficial" means that, in the sUbjective 
judgement of the enrollee at the time the 

3"Intervention" includes diagnosis, prevention and other 
health services. This definition specifies the dimensions along 
which treatments are to be evaluated for medical appropriateness. 
For example, "a mammogram in a health woman under 30 with no 
family history" is clearer than Ita mammogramtl ; tlpre-anesthesia 
evaluation by a physician assistant" is clearer than "pre
anesthesia evaluation." However, this provision should be seen 
as establishing in federal law any particular level of 
documentation as a prerequisite for coverage. 

4A "treatmenttl should be administered with the intent of 
affecting the enrollee's health to a significant degree. In 
addition, the definition of "adverse health outcome" is 
constructed to allow for plans to cover elective abortions (a 
significant change adverse to the enrollee) while excluding 
coverage for cosmetic facial surgery (a slightly large nose would 
be a normal variation) . 

5This provision would exclude coverage of experimental or 
investigational treatments. 



treatment is administered, the benefits of the 
treatment outweigh its risks; provided, however, 
that emergency treatment administered to the 
enrollee shall be deemed to be beneficial. 6 

o 	 A treatment is "judicious" unless, in the 
reasonable judgment of the plan before the 
treatment is administered, another medically 
appropriate treatment is available that would be 
(i) substantially as effective for the enrollee 
and (ii) significantly less costly to the plan. 7 

COVERAGE OF INVESTIGATIONAL TREATMENTS 

• 	 Routine medical costs associated with an investigational 
treatment that is part of an approved research trial are 
covered. Specifically, medically necessary or appropriate 
treatments required to be administered in order to 
administer an investigational treatment in accordance with 
an approved research trial in which an enrollee participates 
shall be covered. 8 

.. 	 An "investigational treatment" is a treatment the 
effectiveness of which has not been determined. 

An "approved research trial" is a peer-reviewed and 
approved research program, as defined by the Secretary, 
conducted for the primary purpose of determining 
whether or not a treatment is safe, efficacious, or 
having any other characteristic of a treatment which 

6"Beneficial" emphasizes the importance of the enrollee in 
the decision to administer a treatment. It is intended that 
emergency treatment be deemed beneficial and that treatments 
administered to persons subject to legal guardianship under the 
applicable law of informed consent be judged beneficial by the 
guardian. However, treatments not judged "beneficial" should not 
be administered by providers with the expectation of payment. 

7"Judicious" is intended to allow and encourage plans to 
develop practice guidelines that will permit the delivery of 
high-quality care within a budget. "Judiciousness" is intended 
to be established for specific treatments through scientific 
guidelines at the plan level, not through retrospective claims 
denial or through cost-benefit decisions by individual providers. 

8This provision is intended to require coverage of IIroutine 
medical costs" associated with an investigational treatment that 
is part of an approved clinical trial -- i.e., medical costs 
associated with the investigational treatment which would be 
incurred even if the investigational treatment were not 
administered. 



must be demonstrated in order for that treatment to be 
medically necessary or appropriate. 9 

9Although the Secretary is ultimately responsible for 
approving a trial, it is intended that coverage be automatically 
available for trials that are approved by tone of the National 
Institutes of Health, by the FDA, by Dept of Veterans Affairs, or 
by a qualified nongovernmental research entity as identified in 
NIH guidelines. 



FOR OFFICIAL USE ONLY 

Benefits policy -- cost sharing 

• 	 Limited deductibles and copayments for consumers. Consumer 
out-of-pocket costs for health services in the comprehensive 
benefit package will be limited, to ensure financial 
protection, and standardized, to ensure simplicity in 
choosing among health plans. 

~ 	 standard cost-sharing. Health plans are required to 
use standard consumer cost-sharing requirements. Plans 
must demonstrate their ability to remain solvent under 
their chosen cost-sharing schedule in order to remain 
certified. 

As described on the attached pages, health plans may 
choose one of three cost-sharing schedules: 

1) 	 Low cost-sharing: $10 copayments for outpatient 
services; no copayments for inpatient services. 
- e.g., managed care plans and health networks 

2) 	 Higher cost-sharing: $200 individual/$400 family 
deductibles; 20% coinsurance; $2000/3000 maximum 
on out-of-pocket spending. 
- e.g., non-managed fee-far-service plans with 
unrestricted choice of physician and hospital 

3) 	 Combination: Low cost sharing (#1) if enrollees 
use preferred providers; higher cost-sharing (#2) 
if they use out-of-network providers. 
- e.g., "prefetred provider organizations," "point 
of service" plans 

~ 	 Health plans may not increase, decrease or otherwise 
alter the cost-sharing provisions. 

~ 	 Simplified consumer choice. Since cost-sharing is 
standardized, consumers have a simplified choice of 
three different styles of cost-sharing. 

PRELIMINARY STAFF WORKING PAPER8FOR ILLUSTRATIVE PURPOSES ONLY 




FOR OFFICIAL OSE ONLY 

Health network cost sharing 
1. General plan design 

Overall plan deductible 

Overall plan coinsurance 

Annual 	 out-of-pocket limit 
(No lifetime maximum) 

2. 	 Hospital services 
Inpatient 
Outpatient 

3. 	 Physician services (non-surgical): 
Office, inhospital and home visits 

4. 	 Preventive care, well-baby care and pre
natal care delivered in outpatient setting 
(includes the services recommended by the 
US Preventive Services Task Force) 

5. 	 X-ray and laboratory tests 

6. 	 Extended care, home health care and hospice 
as substitute for hospitalization 

7. 	 Physical, occupational, speech therapy to 
regain function following illness or injury 

8. 	 Outpatient prescription drugs 

9. 	 Mental health services 
Inpatient 
Hospital alternative 
Outpatient 

10. 	 Dental services 
Children under 18 

Adults (NONE) 

11. 	 Vision services 

None 

$10 copayment per visit 

None necessary 

Full coverage 
$10 copay per visit 

$10 copay per visit 

Full coverage 

No copayment 

Full coverage; 100 d max on SNF IRehab hosp 

$10 copay per visit 

$5 copay per script 

Full· coverage; 30 d/episode, 90 d/yr max 
Full coverage; 120 d/year max 
$10 per visit (incl. outpatient psych, day 
hospital, home-based services) except outpatient 
psych visits > 12per year $20 per visit; no limits. 

$10 per preventive visit; $25 per intervention 
treatment 

$10 per routine eye exams; $10 for one pair 
glasses for children per year 

PRELIMINARY STAFF WORKING PAPEa9FOR ILLUSTRATIVE PURPOSES ONLY 
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Indemnity (fee-for-service) style cost sharing 
(.= benefit changes) 

1. General plan design 
Overall plan deductible 

Overall plan coinsurance 

Annual out-of-pocket limit 

(No lifetime maximum) 


2. 	 Hospital services 
Inpatient 
Outpatient 

3. 	 Physician services (non-surgical): 
Office, inhospital and home visits 

4. 	 Preventive care, well-baby care and pre
natal care delivered in outpatient setting 
(includes the services recommended by the 
US Preventive Services Task Force) 

5. 	 X-ray and laboratory tests 

6. 	 Extended care, home health care and hospice 
as substitute for hospitalization 

7. 	 Physical, occupational, speech therapy to 
regain function following illness or injury 

l 

8. 	 Prescription drugs 

9. 	 Mental health services 
Inpatient 
Hospital alternatives 
Outpatient 

10. 	 Dental services 

Children under 18 


Adults (NONE) • 

11. 	 Vision services 

$200/individual; $400/family 

20% 

$2oo0/individual; $3OO0/family· 

20% coins 
20% coins 

20% coins 

No deductible or coins·· 

20% coins 

20 % coins; 100 d max on SNF IRehab hospital 

20% coins 

$250 per year deductible; 20% coins (subject to 
overall out of pocket limit) 

20 % coins; 30 day/episode, 90 day per year max 
20% coins; 120 day/year max 
20% coins (incl. outpatient psych, day hospital, 
home-based services) except outpatient psych 
visits> 12per year @ 50% coins; no limits. 

$50 per year deductible; 20 % coins on 
prevention and 40 % coins on interventions 
restoration with $1500 per year max on these 
services; interceptive orthodontia ($2500 
lifetime 	max) 

20 % coins for routine eye exams; 20 % coins for 
glasses for children 

PRELIMINARY STAFF WORKING PAPEgOFOR ILLUSTRATIVE PURPOSES ONLY 
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Preferred provider style cost sharing 
1. General plan design 

Overall plan deductible 

Overall plan coinsurance 


Annual out-of-pocket limit (no lifetime max) 


2. 	 Hospital services 
Inpatient 
Outpatient 

3. 	 Physician services (non-surgical): 
Office, inhospital and home visits 

4. 	 Preventive care, well-baby care and pre
natal care delivered in outpatient setting 
(includes the services recommended by the 
US Preventive Services Task Force) 

5. 	 X-ray and laboratory tests 

6. 	 Extended care, home health care and hospice 
as substitute for hospitalization 

7. 	 Physical, occupational, speech therapy to 
regain function following illness or injury 

8. 	 Prescription drugs 

9. 	 Mental health services 
Inpatient (30/90 max) 
Hospital alternatives (120 d/yr max) 
Outpatient (incl 1-12 psych visits) 

>12 outpt psych visits 

lO. 	 Dental services 
Children under 18 

Prevention 
Restoration 

Interceptive orthodontia 

Adults (NONE) 

11. 	 Vision services 

Routine eye exams 

Glasses for children 


In-network Out of network 
None $200/individual; 

$400/family 

$10 per encounter 20% coins 

$2000/individual; $3000/family 

Full coverage 
$lO per visit 

$10 per visit 

Full coverage 

$10 per visit 

Full coverage 
100 d max 

$lO per visit 

$10 per visit 

Full coverage 
Full coverage 
$lO per visit 
$20 per visit 

$10 per visit 
$25 per visit 

$lO per visit 

$lO per visit 
$10 for one set 

20% coins 

20% coins 


20% coins 

No deductible or coins 

20% coins 

20 % coins 
on SNF/Rehab hospital 

20% coins 

$250 per year 
deductible; 20 % coins 

20% coins 

20% coins 

20% coins 

50% coins 


$50 per year deductible 
20% coins 
40% coins ($1500 max 
prevention/restoration) 
20% coins ($2500 life 
max) 

20% coins 
20% coins for one set 

PRELIMINARY STAFF WORKING PAPER1FOR ILLUSTRATIVE PURPOSES ONLY 
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 .Clinton health 

reform plan 

will include 

Puerto Rico 


•
Rossello gets confirmation from 

Hillary Clinton. '.1.a 


Rangel promises further 

improvement on Senate 

version of Section 938 
936 backers in- House and P,R. feel compromIse
preserved essential elements needed to keep program
I healthy, but cannot Claim. "victory" yet. ...... t 


C~mlnghome 
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~osseI16: P.R. will be included 
In Clinton's health reform plan

I, JORGI! LUll MEOINA 
,I Til' aTM 8tln 
""---",~-,,,-, ....,-,-,#_,, •• , ~ ••• ,-, 

Gov. ROI••111 rocelved confirmation 
'rlda, from first la"y HUJary Rodham 
~Jlntoh that Puerto Rleo -m indeed be 
~elu4e~ 'n 'he adm.lnl.traUon'. naUonal 
aa1th eare reform plan, 

ROIIleJl6 made the l"noQIIHment Irom 
Voodatoek, Va., where he 11 8Uendlng the 
)cmocratlc Ooverao,.· A,.OC'ltloo 
ftNdn,_ 
, Cllfttoft aUended tbe meetin, Frldll)'
nd met with ttlelovernon durin. tile 
,r~rnoon t6 dlaetW the admlnl,ttatloft's 
!calth reform plans. It .11 I~ that meet·n, that III. spoke wltb RoueU6. 

"ThIs momlnll bad the opportunity to 
neet with Ira MalulDer. ,he prMldent', 
li<le I.D cbarle or th. nallon.1 health oare 
..form. in In OpeD forum wltb the ,over. 
IOn at:endJa, tills meeUnl," laid Roa
8116 In a ,ropared 'Ultemenl ialued ~ 
.a JI'onale.za. 

"In lbe aftemoon, [we] -bad a prlYato
eulon with Mn. CUntoft. "be ant lady
:onHrmed to me that Puerto Rico wl11 
IeRI'II..I, be lneluded In ttl. n.Uonal 
teallil care reform pla.n," Mid tile 
:ov6mar. 

ltoueUd added Uaat Clinton wu roc".,.. 
lye to bla offer tha' Puerto Rlec work 
~Itb Mr health care reform task force t\) 
ron oaa' the detail. abo»t the taland', 
lartJtlpaUon 1ft tile plan. 

FIaf\hor conrlnnat\on came from Bob 
Boontin, I White HOUle IpokMman for 
the health care plan. Boorstln was aekGel 
if Puorto Rico would be tlllly Induded In 
the pJan. lie replied, "AU American clll
11M and leaal ....ldenls will haye ACCeas 
to the comprehenslve healUI benellta 
packa,.,"

Does that mean lull acee. lor Puerto 
Rico' he waB laked. 

..y ..... he replied. 
Ntwi of tbe Mand'i lnclu.loll OV'I'" 

Joyed New Proarc88lvo rart)' Ie&GeJ'1l1ke 
Senale Federal Affatrs Commlttoo chaIr
man Sen. Kenneth McCUntodl, NPP-at 
laflc. 

"The I)alt It houri hive been lhe most 
productive In terms of our rellUonlhlp 
with tbo U.s. Ilnce the da)' W8 were 
,ranted U.S. cltll8ft8htp In .817," lal" 
McClintook. 

uln leas than •• bourl. the efforl.. 01 
Puerto Rlcun 0I11e181. man.aed t.o redl.lce 
b, h.1f tbe Ampact o. PraideDt CUnlOft~. 
economic pack.ge In the Senate aDd cet 
tbe !lllnd Included il' tho national health 
car. relorm plan:' he added. 

llOoV, Ro680U6 spent monUII of erlort 
to tho haue of SectiCln 8M whUe he bd 
RcWdet CommiHioner Carlos Romero 
..rool6 worked tcset.her to .clillve the 
InclusIOn of tho Illand 11'1 the bealth 
reform plan," IBid MeCllnloc:k••ho add
ed that lb, Inclusion oIwlU turn the lliland 
into lbe modlc,1 center 01 the Caribbean 

and belp ereit. lhoUBllna of jobs tn the 
medleal I8l'Ylces field," 

The announcement ended weekI of 
apeculaUon that the llland "011112 be Jeft 
out of I.H planl followlnl a repo&1.ed 
statement by Ma,azlner. 

MaS.llner reportedly told memba,. of 
Lhe health tatt IGrce Lba' Puetto Rleo 
Ind Lho LcrrlLoriel could Dot be full), 
Included In the plan bee.use of the hlp 
coat ot full), fund1ftl Puerto "teo. 

The ItalemenL sparked an '"If)' reac
tion IrDm Vitam IIII, .. da Dele,ete 1\01l de 
1.1.1,0, who Blid In a Roul. lpeeeh lhat 
Wilt,. HolHO advlSOra wera lolnl to 
r~mead that emplo7ert in the luvl.f 
.rlll be required &0 ,." ,lonl witts 
employee., lor worken' hliltb Insurance. 

How,ver, tb. Ire.. wovl4 not be 
fullt el"lble for Ule aame lubsldle. Utat 
would 10 to the .tatll to COV'f '0r hnlri 
Inaunnee for the poor and lhe unem
plo),ed because It would reportodl, CDIt 
too much to tuU, ~nd Puerto Rleo, ..Id 
de LUIO. . 

WhIle the Vir.'" I.lend. deles.te ,ave 
no f.IUres, Romero lI'd Il tb. Lime 'bit 
Puerto Rleo eou14 ezpecL II muoh II til 
bUliOft a )'ear If It wire Included In tbe 
plan. Currentl), the IsJalld leta lOme ", 
million a year In capped Medlclre funda. 

• Health reform plan will allow 
flexibility. Hillary '1odham 
Clinton tells governors. 1! 

http:deles.te
http:repo&1.ed
http:JI'onale.za
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INSTITU1'O DE ADMINISTRACION 
'. ,,:.~"~ ..,...,. 

"0 -,;: •\ Y POLITICA DE SALUD DE 
(. ,..../.'.. 

PUERl'O RICO. INC. _u---

June 22, 1883 

Hon. WUllftm Jeff,reon CIIr\lOn 
Pr••,d,nt of the United State.T". White Hou•• 
Washington DC 20500 

De.r Mr. P,.ardent: 

We have received with great joy the news that Puerto Rico will be Includ.d In the 
National Hea1th Care Reform Plan. 

Th. Institute 01 Health Admlof'tratlon and PollcV represents a coalition of the 
Health Care Industrv of Puerto FUon. Preaentlv we ere cllrrv1ng out a two vear 
research project to c;oordlnate heelthcare reform initiative. between Puerto RIco 
and the Unl,.d State.. Thl, .tuely Is funded through 8 cooperative agreement wIth 
the H.6lth Cer. Flnlnolng AdmJnlatratlon. 

A. you well know there hes been great uncertaInty Imol'\g the American citlzen$ 
who IIva In Puerto Rico that We would not be entitled to ps"lclpati 8S equals with 
our oth,r fenow American Citizens that live In the United States. Among those 
concerna was that budgot reasons were considered as grounds to deny equal 
healthclre servloe. to American citizens because of where they live. You are also 
well aware that there hive never been any doubts when I~ comes to asking PUGrto 
Rlcana to aerve In the United Statel Armed Forces. 

Since the Haalthcare Reform Ta$k Force WII organized It wal clearly .t.ted that all 
Americans will bt inoluded. Because thlill luoh In Important end crucial Illue to 
all of our people we will be pleBsed that a policy determination to include aU 
Americans, without exception, be made officialiV by the Taak Force. 

In propo81ng your '.11,10'" of' change fo, Amarlea you nave shown great courage by 
making Healthcare Reform one of yout Administration's top prloritilJG. We must 
now t"ake sur, that all Puerto Rloans ore made part of that new vilion wIth equal 
rJghta wIth our other fellow American citizens. 

We ere very oQrtai" that tn, prOlent Inluetlce to Puorto Rico will be mlde rIght by 
the man who promlald to n18ke America whole Ig8ln. Our poor people, our 
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Hon. WIlliam Jefferaon Clinton 

June 22, 1903 

Pegl2 


Medicare and MedicaId ben,fJcl.rI8a, our min In the Armed Force., our vlterens 
who hive aarved this natIon and their families, will be grateful to you. WIlliam 
Jefferson Clinton, for the .eourity and new 88n88 of hope .'hat your commltmant to , 
include puerto Rico In thG National Healthcare Reform Plan wm represent to them 
and their families. 

Sincerely, 

~.. 
/'	~qU-. Baquero 

Pr.,ldent 

eel 	 Ir. M.gallne, 

Sentor Health Advisor 

Pre.ldent', Task Force on Health Care 

Han. Carlos Romero Bafcel6 
R.lldent Comml••loner fo, Puerto Rico 
U. S. 	Congress 



- . 


TH[ S[CI'll TAl'll' or H(ALTH AND HUMAN S[RVIC(S ' 

I/\/AS·""'Cl()N.OL 1010J 

., 
TO: IRA MAGAZINER I. 

FROM: DONNA E. SHALALA 


SUBJECT: PREMIUM REGULATION 

I understand that the regulation of health insurance premiums as 
the strategy for short-term cost-containment is under serious 
consideration. We are preparing a more detailed decision 
memorandum on short-term cost-containment, and will include this 
alternative among the options, but I have such grave reservations 
about premium regulation that I wanted to be sure that we do not go 
too far down this path before we discuss it with the President. My 
concerns about this approach are outlined below: 

Benefits will be reduced or additional persons will be excluded 
from coverage. 

In order to be sure that they remain within a premium cap, insurers 
are likely to reduce benefits, increase enrollee cost-sharing, and 
increase cherry-picking and underwriting. Even if we try to impose 
a maintenance of effort requirement, our burden in monitoring that 
requirement would be tremendous, particularly since we have 
virtually no experience in regulating private insurance at the 
federal level, and most of that experience has been bad. The 
result will be an extensive bureaucracy. placing massive 
administrative burdens on consumers and insurers, which is still 
likely to be ineffective. While I am familiar with -- and agree 
with -- much of the criticism of "command and control" regulation 
of provider prices, at least we know how to do that, and have an 
existing, effective administrative infrastructure in place. 

Lack of adequate available data with which to measure compliance. 

The federal government does not now collect the needed data on 
insurance premiums and only a minority of States collect even 
partial data. Although rates of increase could be established and 
premi ums perhaps monitored in the future, we have no data with 
which to establish a baseline, and several years would be required 
to collect it. 

~n~urance reform will distort results. 

~eform of the small-group insurance market will be phased in during 
the early stages of implementing Health Care Reform. As insurance 
companies begin to eliminate underwriting for- pre-existing 
conditions and move toward community rating, there will be no way 

http:I/\/AS�""'Cl()N.OL
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to determine how much of premium growth Is due to reform and how 
much to inflation. With premiums currently varying as much as 300 
percent, movement toward the middle under community rating. will 
move some premiums significantly up or down, regardless of the 
success or failure of efforts to hold down costs. 

During this period, we can also expect to see substantial movement 
of enrollees from one plan to another. Without an accurate health 
risk adjuster -- which we are unlikely to have in the near future 
- we cannot adjust premium growth to accurately reflect changes in 
the demographics of an insurer's e~rollee population. 

Inaccurate caps could lead to unnecessary bankruptcies and 
decreased insurance coverage. 

Because of our inability to establish accurate baselines or to' 
accurately account for the impact of insurance reforms and changes 
in enrollee demographics, we could, inadvertently set some caps too 
low and cause unnecessary insurer failures. As a result, increased 
numbers of persons could suddenly find themselves without insurance 
coverage. 

Premium caps could omit large segments of the market -~ the self
insured. 

Self-insured plans represent more than half of total commercial 
heal th insurance business. These plans, of course, have no 
premiums, and while we could use the Internal Revenue System to cap 
the rate of tax-advantaged growth in employers' health care 
expenses, this would pose yet another set of administrative burdens 
and bureaucratic costs. 

Insurers lack the tools for controlling costs. 

In the short term, prior to full implementation of Health Care 
Reform, insurers will not have the tools or authority to affect 
provider prices or behavior. Without market competition or price 
regulation, insurers will be asked to control premiums but without 
the ability.tocontrol providers. The only methods available to 
them will be those described above -- benefit cuts, cherry-picking, 
etc. . 

Premium caps are untested. 

Nei ther the states I nor the Federal government have very much 
experience with premium· controls in health care. Efforts to 
control premiums for automobile insurance, a much simpler product, 

. have produced results that have been at best, mixed. 
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CBO may not credit savings to premium regulation. 

For all the reasons listed above, we have been given to believe 
that CBO would not attribute any system-wide savings to premium 
regulation. 

My staff and I would be happy to discuss these concerns with'you in 
greater detail if you so desire. 

cc: 	 Hillary Clinton, The First Lady 
Leon Panetta, Director, Office of Management 

and Budget 
Laura Tyson, Chairman, Council of Economic Advisers 
Lloyd Bentsen, Secretary, Department of Treasury 

,Robert Reich, Secretary, Department of Labor 

bec: 	 Bruce Vladeck 
Phil Lee 
David EllwCXJd 
Ken Apfel 
Jerry Klepner 
Judy Feder 
Ken '!horpe 
Barbara Cooper 
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WORKING GROUP DRAFT PRIVILEGED AND 'eONl'IJ:)l!lNTIA:Ii' 

MIDICARE OUTPATIENT PRESCRIPTION DRUG BINIPIT 

Beginning In January, 1996, the Medicare program expands to cover 
outpatient prescription drugs. 

ILIGIBILITY 

Any Medicare 'beneflc::iary who elects to enroll in the part B , 
program (8& g7 percent of tha Madicare population currently do)
is automatically enrolled 1n the new prescrlption drug benefit. 
Tho •••• flnanc~al incentive (penalty) for late enrollment 
cont1nual to apply for the Part B benefit. 

DEDUCTI,LII, COINSURANCE AND CAPS 

A 8250 annuel deductible applies to the new drug benefit. 
Once tho deductible has been met, a 20 percent coinsurance per
prescription app11es. In addition, a $1,000 annual out-of-pocket 
cap is in effect' for each Medicare beneficiary. 

Both the annual deductible and out-Of-pocket cap are indexed each 
year to assure that the same percentage of benefic1ar1es cont1nue 
to rece1ve benefIt. al did with the initial $250 deductible and 
$1000 cap. 

FINANCING 

A. with other: Part B benefits, the Med1care preacrlpt10n Qrug
benef1t 11 fund.~ by both general revenues and beneficiary
premiums. The Part B premium would be increased to cover the new 
benefit. aeneficiary premiums currently finance 25% of Part B 
costs. Thus, ~eneflclaries would pay 25' of the cost of the new 
drug l:>enefit. 

'Rl8CaIPT%0H DRUGS COVERED 

The Medicare drug benefit covers all FDA appro~ed drugs,
l:>iologicals and inaulin tor tneir medically accepted indications 
as found in at least one of the three naUonal compend1a, which 
are the American Medical AS80ciat1on Druq Evaluations, the 
American Hospital Formulary serVice, and the United state. 
Pharmacopeia. . 

r 

. The M.dicarec!rug benet! t cuvers home IV drugs. Current 
coverage of hol'fte:~ IV drugs under the durab'le medical equipment
benefit would be'8limlnateCS. 

June 35, 1993 1 
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WORKlWO GROUP DRAFT PRIVl'LEGED AND ';ONP1DEi" I !fa.. 

MBDIC,ARI OUTPATIINT PRESCRIPTION DRue BENEFIT 

In adcU.t1on,the current coverage of lmmunoeupprelsi ve d.ruqs,
blood clott1n; factor. and o.tooporosi8 drugs would be made part
of the drug benefit. ' 

The secretary of Health and Human Service& has the disoretion . 
not to cover certain pharmace~tlcal products listed 1n section 
1927(d) of the Social Security Aot. Examples includ.e fert1lity
drug8, med.ications uaed to treat anorexia and drug. used for 
ooamet!c purpoD~8. However, benzod.1a~epines and barb1turates 
would be covered under the Medicare d.rugbenefit. 

The Seoretary has the authority to .establish max1mum 
quant,it,ies par prcullcription and to limit the number o,f ref.f.lll5 in 
ord.er to discourage waste. 

The secretary haR the authority to subject medications to 
iequirements tor prior approval, mean1ng .~hat physician. or 
ph.~acists could be required to obtain prior approval before 
pr.acri~1ng or dlRpenslnq a partioular medication. Partioular 
drug. become subject to prior approval based on evidence that 
they are subject to clinioal misuse or inappropriate use or 
bBcaUle the secretary determines that they are not cost 
effective.' " 

All new drug.: approved. by ~he FDA are covered under the 
benefit. In th, case of n~ drugs that the SBcretary determines 
are axc••slvely or inappropriately prioed, the Secretary hae the 
author1ty to e.~abli.h a pr1ce for Medicare'S purposes baaed on 
negotiations wi~h the manufacturers. If a manufacturer refuses 
to n.go~latA or the Secretary ia unable to negotiate a price that 
the Secretary determine. to be reasonable, the Secretary would 
have the authority to exclude the drug from coverage under 

V Med1care. J. pt\'..-J, ~:\-JO 

COST CONTAINMENT, 

Aa a condition of participation 1n Med1care and Medicaid, drug
manufacturer. must sign rebate agreements with the Secretary.
Rebate. are paid·to the secretary on a quarterly basis. Rebates 
are required for,. non-innovator mult1ple source drug. (generic)
but will ba less than those currently required und.er the Med1ca1d 
..ebate program. J 

June 25, 151513 2 
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WORXING GROUP DRAFT .PRIVILEGED AND eONFID!M!Afl' 

MEDICARE OUTPATIENT PRESCRIPTION DRUG BENEFIT 

For .ingle source and innovator rnuitiple 80urce drugs,

manufaeturers pay a rebate to Medicare for each drug based on the 

difference between the average manufac~urer price (AMP) to the 

retail class of,trade and the weighted average of the prices ot 

tne drug in the: non-retail marketplaco, or 15 percent of the AMP, 

whichever ia greater. 


ror 11nOle source and innovator multiple source drugs, an 

additional rebate i. required on a druq-by-drug bas1B for 


. manufacturers who increase prices ata higher rate than 

inflation. The baBeline indexed price wJll be the AMP for the 

drug between April and June, 1993.
, 

In the case of dual e11g1bles, to prevent manuf.acturers from 

paying rebat•• to Medicare and Medicaid, Medicare will be the 

recipient of th~ rebate. 


The secretarihaB the authority to co~duct verification 

surveys of the AMP. ' 


,', 

A manufacturer is conl1dered the entity ~old1n9 legal tH.le to or 

p08••••ion of t~e new ~rug number (NDC) for the covered 

outpatient clrug,' 


GENERIC DRUG DISPENSING INCENTIVES 

The new program provides incentives to encouroge the uae of 

generic drugs, only qenerlc verSions of brand name drugs are 

covered unl••• the phy.ic!an indicates that a brand name 

mecl1eat1on il necessary. The Secretary a,lso hae the authority to 

subject a brand "name product to prior approval requirement if a 

generic substitute is availoble. 


RIIlI1l1VRIIDNT ~ .. PHARMAClS'l'S 

For brand. na~9 drugs, payment to phar~aei•• i8 the lower of 

the gOth percen~ile of usual and cUBtOm4r.v charges 1n a p~evlous 

periOd or the estimated acquisition cOlt·for thoe. drugs "C!AC)

plul 4 dilp.nBing tee. 

lor generiC dr.ug_, payment is the lower of the pharmaCist's

usual and customary charge cr the median of all generic prices

(time. tho number of units dispensed) plus a aispensing fee,. 


""> LJ~\-- \t.5 (Fry' Q 
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MEDICARE OUTPATIINT PRESCRIPTION DRUG BINEFIT 

For parti~ipating pharmacies, the dispensing fee is $5, 
Indexed to the Consumer Price Index. Partieipating pharmacies 

, ar8 required to accept assignment on all prescriptions. Non
participating pharmacists, receive $2 less per prescription. 

CHANGIS IN PRIVATI INSURANCE REQUIREMENTS 

prlva~. InRuran~e plans pr.ovided by formar employer. ara 
required to either reduce the amount of .the premium charged to 
Meaicare benoficiaries to aooount for 'the coverage of 
prescriptIon drugs, or in~rease coverage of other health .arvices 
by the actuarial value ot the prescription drug benefit under the 
private plan.' 

QUALIFIED "BDICARi BINEFICIARIiS 

Low income benefIciaries receive tne same fInancial protactlon
for out-of-po~ket eosts associated with the drug benefit as 
prOVIded for other Medicare cost-sharing amounts. 

DRUG UBI RIVIIW 

The Medicare, DUR program parallels the program est.ablished in 
OBRA 90 for Medicaid. Parti~ipatin9 pharmacists are required to 
offer ~o coun&el Medicare reeiplents on ~hQ U8a of medications. 

The Secretary establishes a nationAl system of Electronic 
Claim. Manaqement a8 t.he primary method for determining
eligib1lity, processing and adjudicating claim&, and provid1nq
information to the pharmacist about the patient's drug use under 
the Medicare, dr~g program • 

• 1" 

June 25, 1993 " 
.~'. 

,il 



nR-?S-~~ I I :?~ AM FROM alP 	 PIlR/11 

'MIDICARl OUTPATIENT PRESCRIPTION DRUG BENEFIT 

I".AIIILITY 
1. 	ProRQled choni': Strike usubsc:dbe to" and insert "enrolled 

lnll. Strike r'coveraqa n and insert "program." 

SAtieDale: Terminology clarification. 

DlDUCTlJJ.I'« ,P-PAYMINTI AND CAPS 

I. 	Prgpplld phADge: cnange "the sama N1.JMBER of benefic1ar1es" to 
nth•••me PERCENTAGE of beneficial:ies." 

B.tlonll,:Use of "number" would lead t.o benef1t reachIng a 
Imaller percentage of beneficiaries over time. 

2. 	,rgpoI.eS ,hinge: st.r1ke "co-payment" and insert 
"coin.urance," 

Rationale: ·copayment usually reters to a fIxed amount while 
coin,urance 'refers to a fixed percentage. 

3. 	"pRglla changli Index the $1000 out-of-pocket cap in the 
•••• manner a8 the $~SO annual deductible. 

Rational,: 
time. 

Assure. the same percentage of beneficiariee over 

I 1IWiCIIG 

1. 	prpPP'Ia gbang,: St.rike t.his ent.!re provision ana insert. "AS 
with other part B benefits, the Medlclre prescription drug
benefit is funded by both general revenues and beneficiary
prem1ums. The part. B premium would be increased t.o cover t.he 
new b.nefit~ Beneficiary premiums currently finance 25\ of 
Part B eo.t•.~ Thu., benefieiari•• would pay 25' of the coat 
ot 	the new drug benettt." 

aationllllBenefleiarlol will not pay the same amount for new 
covarage as they do for current coverage. They will pay the 
.ame peroentage -- 25'. 

,811'll1:1QI DIUGS COVlllP 
'. 

1. 	prOQg.ta cnlDgIs Reference t.o compendia Inould read lias found 
in at. least. on. of t.he three national compendia, which are •.• " 

Batlcn.ll:Current language requires t.hat the medlcally
accepted indicat.ion for a drug or biological be liet.ed in all 
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MID1C~RE OUTPATIENT PR!SCRIPTION DRUQ BENEFIT 

thr.. compendia. 

2. 	propo.ad chong@: Insulin should bo covered under the new 

benetit. 


Bltionail. Insulin needs to be explicitly listed sinoe it i8 
neither a drug or biological. Includ1ng lnlulin 1s consistent 
with the Medicare catastrophio CovE!rG.ge Act of UBB (MCCA). 

3. 	P;CRO.,d ghangea A home IV therapy b8nefit should be covered 
under the new drug benefit. Drugs provided through the home IV 
benefit would be subjeCt to the n@w benefit's deductible and 
co-payment. Current coverage of home IV th8rapy under the DME 
banefit would be eliminated. 

Blt;ionalp' Inoluding home IV therapy is consist8nt w1th.the 
MCCA and .lim~nates quality aa.uranca concerns under the DMS 
proqram. 

4. 	P,OIOI'd chlnga: current covoraqe of immunosuppressive drugs,
blood clotting factors and osteoporos1s drugs should be 
cover.d underthia new benefit. 

Bitioo.le, Medicar8 currently covers immunosuppressive drugs
for tn_ fir.t year after a Qover,d transplant. After the 
first year ot, immunOluppresfUve therapy, the beneficiary would 
then be covered under the new drug benetit. Cover1ng the 
ban.tiotary under the now benefit from the outset would be 
adm1ni.tratlvely simpler. Medicare also currently covers 
blood clotting drugs for hemophiliacs and osteoporosis drugs. 

5. 	P;OR9.la chlng.1 The Secretary would have the di.cretion to 
eXClude from ~ov.ra~e drugs 111ted in Section 1927(d) of the 
Social security Act, except for benzodiazepines Gnd 
barbiturate•• 

Rationalll u,nder Medicaid, the statutory exclusions are 
parmi.livei Itat•• mayor mAY not cover the drugs Ii8ted 1n 
the oategories. Applying the statutory exclua10n to Medicare 
implies mandatory eXcluSlon of tho listed drugs. 

6. 	prope.ad Shang': Add a provision that gives the Secretary the 
authority to~.tabl1Bh maX1mum quantities per prescription and 
limit, on the number of refills. 

June 25, 18;3 
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MBDICARZ OUTfATllNT PRESCRIPTION DRUG BENEFIT 

Rat.ionale: Thi. provi810n wUl diicour8ge wasteful diapenSling 
of pharmaceuticalB. 

) 

7. 	 proQOI'd change: Eit.her Physicians and PHARMACISTS may be 

~equlr.d to obtain approvel before pre~cribln9 and/or

diapensing a partIcular modication. 


84;ignll,: ,In the Medicaid program, pharmAcistB rather t.han 
physicians generally request prior approval before d1apen8ing 
a pharmaceutical product . 

.. 
iii. 	 P;o5lA.,d shang" . Add "on" before "evidenc•• " 

Bltionll,: .Word omiln,ion. 

9. 	progg'ld charige! In the cage of new drug. that the Secretary

determines ate excelsively or inappropr1at.ely pr1ced, t.he 

S.cretary has the authority to establish a price for 

Macl1care , s purpos.s naled on negotiation. withth. 

manufacturers. If e manufacturer refUBes to negotiate or the 

Secretary i8 unable to nogotiate a prioe that the Secretary

determines to be reasonable, the secretary would have the 

authority to 'exclude the clrug from coverage under Medicare. 


SatignA1I: Mandatinq that ALL of a manufacturer's drug
produots not be reimbur.ed by any federal program i5 too 
punitive And AS such will never be enforce~. In addition, a 
manufacturlr:may eqree to negotiat.e but not negotIate in good
faith. 	 . 

CgST CQlTAINMINT 

1. 	pragA.ad ChAnge! A. a condition of participation in Medicare 
AltD MEDICAID, drug manufacturers must. Sign rebate agreement.
with the Secretary to be reimbursed for covered drugs under 
Mecl1care. 

Rationale: This provision increases likelihood thAt 
manufacturers will Sign rebate agreement. when both Medicare 
an4 M.dicaiclpart1cIpation included. 

2. 	PropRlld chonge: Include rebates for generiC a8 well as brand 
name drug.. The rebat•• for generic drugs would be at a lower 
level than i8, currently mandated under the Medicaid program 
(currently 10' of AMP, I1t Of AMP 1n 1994). The Medicaid 
g.n.ric rebate percentage would be reduced. The reductions in 
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MIDICAal OUTPATIENT PRESCRIPTION DRUG B!NIFIT 

Bavinq. would be offset by .tricter enforcement of state laws 
mandating generic substitution. Medicare's generic rebate 
perc.ntage would aqual the revised Medlca!d percentase. 

B1S!onAl.1 .Mandatlng g.neric drug re~ates is consi.tent with 
the currant Medica1d drug rebate program. Not mand.atlng 
generic drug rebates would. substantially reduce the total 
rebatee that could be collected by the FederAl government. 
Not Includinq qeneric rebates could also make the 
manufacturing of generic drugs too attractive relatiVe to the 
manufacturing of innovator druqs. 

3. 	fEORg,.d chana': Delate reference to carr1ere or 

Intermediarifl•• 


Bationa1t:,Havlng druq cla1ms processor. also admlnister the 
rebate program rai.e. confllct of lnterest and confldentiality 
i ••ues. " 

4. 	Prope,." chang': The rebAte formula, should UQe a weighted
Average of,th. pric•• offered by tna~ manufacturer of a given
drug in the,non-retall market rather than the median price of 
the dru.g in',the non-retail market.. ' 

" 

Blttonal.: :!Uling the median rather t.han the weighted average 
may re,ult in significantly red.uced rebates. For example, if 
a few HMO, and ho'pitals receive su~stantial discounts from 
ttruq manufacturers but the majority at other providers receive 
minor dIscounts, the median will be skewed towards the lower 
discount.. . 	 . 

5. 	rEgRAted chang'r Change "average price c:harged" to "average
manufactural's prIce." 	 . ' 

BA~lRnAlt'Conllst'ncy of terminology. 

5. 	Propg.ed chenge, The besellne index price wlll be the average
manufactUral-a price (AMP) for the prescrlptlon from AprIl
throuqh Jun. 1993. 

RltionAl,r A span of several months' 1s deSIrable to calculate 
the AMP to ~et the most accurAte estimate of price. 

, 
7. 	i'9~osed change: A proviSion for dual eligibles must ne 

inc udad w.th Medicare serving as recipient of the rebate when 
Med.icare is. the primary payor. 
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MEDICARE OUTPATIENT PRESCRIPTION DRUG BENEFIT 

8. 	BltiQnA1,;Avo141 8itua~1ons in which drug manufaeturers 

would pay double reDltes. 


9. 	'(OR08.4 ghans.: Add a prevision,which allows the secre~ary 

to conduct verification surveys of the AMP. 


fCj,qn'la : Drug manutacturers prov14e the Secretary w1~h the 
. Oversight ie required to determine ~ha~ ~he information 

lupplied 1a, .ccurato. Th18 provis1on il consistent with t.he 
Med1oa1d rebate proqram. 

lO.prgpoaed chonae; A manufacturer ill'cons1dered the entity

holding lagal title to or posse.sion of the new 4rug number 

(Nl)C) numbe,r for the covered outpatient drug. 


Bat1Qna,el Th1a prov181on clarifies the responsible
manufacturer. This definition is con_istent with the Medicaid 
rebate aqreement.

:,4t~ 

A.HIIle PRUG ~.SPINSINGIN;INTIYJS 

1. 	i'ropo.,d c;hanqeJ Strike "high quality" before "generic
.Ub8titutes •. , 

Blt1QnaJ.. t:~ Not clear whAt high qual!ty means in relation to 
98n.rIc drugs or wh.ther this roference is meAningful given 
current rnA practic•. 

IllMIQIllKiNt TO 'BARMAGIS7B 
1. 	';opoled ChAnge: Insert "1n a previous; period" after 

"Charge•• " 

RltigDlle: More precise.
'{ 

2. 	 freRoa's&, eb.nQe: Change "Ac~uAl Acqu1a!t1on COlt" to 
"••t1matad. acqu.i.lJltJ.on cost. 1I 

Ra"onal!if Actual aCqu18ition cost is very difficult t.o 
4dmInlster, requJ.ring a survey of acquisItion costs of 
phArmaci.st". Estimated acquisition coat. could be simply
oalculated as a percentaqe of Averags'wholesale price (AWP). 

3. 	Propel,a ghln;.' Separate discussion of dispensing f.el from 
Co.1:" of drugs. 
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MlDICARI OUTPATIENT PRESCRIPTION DRUG BENEFIT 

Rlt,gnal'l Clarity. 

MlD2:'II' gOI 
1. 	2'QIJR'ta chinS': OmIt this section. 

BltlpnllslSince outpatient druqe are added to the benefit 
pack.qa, HMO. would be required to provide 8uchbenetite. 

CHA'PI' IN ,a,VArs I6SUBANCI 'IOYIBIHINlI 
1. 	 'tOgp-fa changel ~his provision should be lImited to policies

paid for by former employers. 

BO,.1,gnI11:' The n.w benefit'liS impact on K.dIgap po11cies would 
be dealt with throuqh 108. ratio requIrements. NAle would 
have to revise the standard benefit packase to account for the 
new benefit.. ' 

gUALtFIID NI~lCA8I PIUIlIC,A8IE5 

1. 	2,Q;9,80 enan"e: Replace this proviSion with "Low income 
bane!tclariea receive the same financial protectIon for out
of-pock.tcolta alsRclated with the drug beneUt a. pro'\'ided
for other Medicare cost-ehaJ:'ing amounts." 

2. 	RI~i2Dl~e~ This provision clarifies the provision'S intent. 
A1IO, financial aesistance implies II cash payment. 

D1WQ VII BillII ' 

1. 	prOPQ,e" Cbaas8Z Strike "and medical history" and 1nsert 
nu••• " 

2. 	BAt1Qnllgt The pharmaCist wll1 not hay. aeeess to the 
patlC11nt's entlre medical history.'

" 
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SPBBCH BY SBNA'l'OR JtEN H. CHAPEE 
Meet the Health care Policy MAkers 
washington, D.C. June 25, 1993 

. Good mornin9' I appreciate the opport.unityto discu8. my work 
on health care refo:cn with you, 

r have studied your prot,;ram. The word comprehensive 8ee11S an 
understatement. To be honest, I am not aurel I can think of twenty 
minutes concerning health care refom that won~t be repetitive for 
you. 

You have heard from two Administration repre8entativ.a. You 
know, I would be curiou8 whether you feel they agreed on anythingl 

You have heard frat two of my Republican colleagues in the 
Senate, who have been deeply embroiled in the efforts of the Senate 
Republican Task Force on Health care. 

You are hearing from three Democratic Senators, who hold a 
wide range of positions on reform -- some are advocat•• of the 

Canadian-style, single-payer 8y8t~. 


You have heard from one of the leaders of the Conservative 
Democratic Forum in the House of Representatives, who has 
introduced a very credible proposal, based on managed competition. 

And, you have heard from the Chairman of the Ways and Xeans 
Committee, who has been throu9h numerous drill. like thi. on. 

before. He has a unique sense of history concerning how such 

contentious and far-reaching issues can be resolved through the 

Congressional process. 


You have certainly 90tten a thorough echooling. I muBt say I 
am grateful to the conference organizers for giving me thi8 slot on 
the schedule. You have had a good night"s sleep, and plenty of 
time to get a second cup of coffee -- so there may be SOllIe hope for 
my ep.echl 

Now, to outline for you the Republican solution to the health 
care crisis in this country. Tou mey know that twenty-three 
members of the Senate Republican Task Force on Health Care, which 1 
chair, introuuced an initial reform bill in 1991. We are firmly 

committed to many of the elements of that bill, and have included 

them in the measure that we are now poised to introduced', Among

them are. 


1. Insllrance market refot'll. No longer will insurance companies be 
able to select only the healthy for coverag•• 

2. The establishment of small group purchasing organizations, to 

allow individuals and small businesses to pool their risks and 

resources .-¥ giving them the same clout as large companies when 

buying health insurance. 


3. Medical liability reform. Doctors and hospitals have to carry
beckbreaklng malpractice prem!uma -- and we ultimately bear tho.e 
'COBt. 1n our health in8urance or doct.ors~ feas. We have to change 
the way malpractice litigation worka. 

4. R&peal of state mandated benefits and state anti-mana;ed car. 

laws, to encourage the development of managed care initiatives - 

ranging from simple hospital pre-aamia.ion screening to full Icale 

HMO., 


5. Creating equIty 1ft the tax DOde, to guarantee that all 
indIv!dual., arid the self-employed, can deduct 100' of their health 
insurance costa. All it atends, employer-provided health in.uranca 
Ie tax-free, while health insurance purchased individually must be 
bou~ht with after-tax dollar.. ~e self-employed can deduct only
25\. This is a glarin9 inequity which absolutely must be 
corrected. 



6. Reduction of adm1niBtrative costa. It is e.timated that 17 

cents on the health care dollar qoes to paperwork, and the ~lme 

hea!thprofessionals spend filling out forms in triplicate. It 

stands to reason that we can save a bundle by paring down these 

C05t~ -- even with a simple solution 11ke creating a standard 

insurance form. 


7. EJtpanl5ion of COlIUII.unity health cent.en -- to vet neaded care to 

those inunderaerved area.. , 


e. Greater emphasiB on preventive care. 'l'h.is i. the principle on 
which Health Maintenance Organizations operate: if you keep people 
healthy with routine check-ups, ~unizatione, and screenings, you
avoid costly health crises. 

Regardlen of the complexion of the ulti:mate reform packag., 
one thing is certain. In order to bring national health spending
down, we need to bring about a muc:h g-reat.er emphal5ill on preventive 
medicine, including education about healthy behaviors. I know you
will a~ree with me that we absolutely have to convince people not 
t.o abuse alcohol and drugs, not to smoke, not to drive fast, not to 
own guns, always to wear .eat belts and motorcycle helmets. The 
garqantuan expenditure. caused by these avoidable practices have to 
be curbed. Any h.alth care legislation must certainly reflect !Juch 
a shift in focus. 

Let me digress for a moment t.o discuss two areas of particular 
concern to me -- which I think we absolutely have to start thinking
of in the context of health care reform. 

First, let us recognize the alarming impact of handguns on the 
health care system. . . . 

Handgun violence i& nothing less than a national public health 
emergency. More than any other weapon, easily concealed, readily
available handq~ns are wreaking havoc on our sooiety. . 

Each year, handgune are uaed to commit 80 .percent (11,400) of 

gun homicides, and 70 percent (12,600) of gun suicides. Countless 

individuals, many of them chl1dren, are killed accidentally by 

handguns. Moreover, for each gun death, there are an estimated 

seven gun injuries. 


The health care costs a.soeiated with gunshot wounds are 
.staqqerinq. Researchers oalculate that the per-patient cost of 
hospitaliza~ion for gunshot wounds averages $13,200, with costs 
ran~ing from $900 all the way to $495,000. And there are 
addltional costSI ambulance services, follow-up care, medication, 
and rehabilit.ation treatment. If the bullet nicks the spinal cord,
and the patient suffers paralysis, costs can run $1,500 per day for 
basic rehabilitation. Depending on the extent of paralysis, three 
months of treatment can coat up to $270,000. 

In each case, a staggering 90 percent. of the charge. for 

tre!tment of gunshot wounds are borne by government sources - 

i.e., the taxpayer. The overall coat o? fire&~ injury to the 

u.s. health care system? More than $4 billion, according to the 

Chair of the 1991 AdviSOry Council on SOcial Security. I believe 

that f iqure .f.1! low. 


ldtt-~ are 8eriou8 about health care coet containment, then we.
shou uan handgun. altogether. 

Let me turn your attention to another grave public 8afety 
matter I injuries related to motor vehicle acddent!J. The amount 
of public funds consumed by gun violence is surpassed only by the 
health care costa attributable to motor vehicle accidents -. which 
are estimated at $14 billion annually. 
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JIOllt of thoae in'ur1es -- and coste -- could be prevoented.
The National Highway Traffie Safety Administration 8st1Betes that, 
if we could increase Beat belt UI. fran the current 6n ~ 85t, and 
make some modest gains in .otoreycle helmet and Child restraint 
use, an additional 7,800 lives could be saved each J8&r and 
innwnerable injuries prevented. 

Last year, I vas successful in including lanquage in the 
highway bill to pressure states to enact seat belt and motorcycle 

.,helmet law6. I conllidered that a major triumph in th.. area of 

pr."ention . 


The statistics in my home state of Rhode Ialand make a 
cOll1pelling case for univereal motorcycle helmet lad. !'he State 
Hoepital in Rhode leland is now caring for five individuals who are 
comatose from head injuries suffered while riding motorcycles
without a helmet, at a COlt to the State of nearly $350 per 
patient, per day. That ie $125,000 per patient, per year. One of 
these persons has been in this condition for over 18 years, at a 

total cost to taxpayers, thUIJ far, of nearly $2 IIdllion. 


This year, twenty of. my Senate collea~es, even some who are 
involved in the health arena, have introduced legislation to repeal 
the mandatorj' seat belt and hel..met law. To me, this is a 
discouraging development. This is no time to allow such a .etback 
to prevention efforts. I could certainly use your help in 
defeating that measure. 

Back to health care reform. The current Republican Health 
Care Task Force plan adopts a -managed competition- approach, as a 

. way to contain health care costs even further. If you didn t know 
before you got to this conference, you certainly know now, that the 
terD "managed competition- mean. different things to different 
people -- 80 I will describe briefly how it would work under the 
Republican plan. 

A national, uniform health benefit package would be developed. 
Individuals and small businesses would be able to purchase this 
benefit package through large purchasing groups. Tbey would 
therefore have the same purchasing power as do large companiell auch 
as GM or Chrysler. Individual., the self-employed, and employees 

of small business, would select fram a menu of health inllurance 

plans that would be offered through the purchasing group. 

These plans would all offer the same benefits, and would 
compete on the basis of price, and on the array of doctore and 
hospitalll with wham they contract. But there would bean incentive 
to select a lower-cost plan, because of favorable tax treatment. 
Tax exemptions only for the value of the standard benefit package 
are at the heart of the managed compeUtion model. Republ1cans are 
working on an acceptable way to implement that premi••• 

'!"hUG, there would be strong competition among health plans and 
providers to keep costs low, in order to attract patients. Plans 
that were unable to do 80, would be at a competitive disadvantag•. 
Furthermore, information about the track record of a given plan - 
or doctor -- would be much acre readily available than it is now. 

I know that many health care provlderll, particularly 

physicians, are opposed to the concept of managed competitlon,

because mdna9~ competition could force providerl into managed 

care. I'd llke to warn those opponents, however, that if thie 

fails, you will almost certainly a .. e govern.ent prloe oontro!a • 


. The American public'. perception of our health care crilill 111 that 
feel charged by physicians, hospital., drug companies, and 
insuranoe companies muat be controlled. They ••• the biggest 
problem as wast.. , fraud, and abu... They want it cut from the 
hides of insuranoe companiell, hOlp1tall, doctors, and government. 
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Republicans an wary of many of the cietails of the Clinton 

plan as they become evident in the daily nl!llWl5 leaklS. But, we are 
eager to work with the Administration to fashion a plan that will 
be qood for our country. 

I have discerned some major differences b8tw8an whet we are 
working on, and what Mrs. Cl1nton's task force i. rumored to be 
de~loping. 

The first issue i. whether a contribution:will be required
frCGI the employer. Preaident Clinton haa advocated that employers 
pay the price of health insurance -- seven percent of payroll ilS 
what is usually mentioned. That will have a ser.f.ou. iJapact on 
.~all businesa. 1 do not think that we can afford health care 
refo:m at the coat of jobs. After all, one of :the ilia jor reasons we 
need to refox::m the system i. that health care coats are weighing
down bUSiness, impeding job creat.f.on. '!'hua, Republican. are averse 
to levying what is, 1n effect, yet another pap:oll tax on 
businelis. 

'!'he second difference is the question of raising tax.. to 
finance care to those who remain uninsured. '!'hi. point is 
especially critical given the tax increa.e. that are part of the 
Clinton budget plan, which Congress is in the midst of considering.
That proposal envisions $270 billion in new taxe. over the next 
five years. These increases do not include funding for health care 
reform, which has been projected to cost as much as $100 billion 
per year when fully implemented. Republicans are working with a 
·pay-as-you-go'· concept: a. the savings from the initial reforDs 
are realized, we propose to use those funds to brin<; more people
into .the system. we worry that an abrupt, massive expenditure will 
be a disaB,trouli jolt to the economy. Thus, we favor a Ion; phase-
in period. I 

Finally, although President Clinton has embraced the concept 
of managed competition, he has stated that he will alao use a 
nationwide budget to contain health care costs. One concern 
Republicane have about price-setting is that it conjures up the 
word "rationing.· Furthermorel Republicans do not believe that 
global budgets or price freezes will necessGrily achieve the goal
of k~eping costs down. As we have seen with Medicare reimbursement 
-- providers will charge as much as they know they can get back 
from the Qovernment. It'. hardly the incentive to keep costs low 
that managed competition is supposed to create. 

, I am one who has believed a11alon; that it 1s poslSible -- in 
fact, imperative -- to put political partisanship aside, in order 
to develop a sensible health refo~ packa;e that'will meet the 
compelling needs of our nation. This is a thrilling moment in our 
country's history. There is a clear will to do somethin9 momentous 
~nd worthwhile -- we must not allow this opportunity to pass.
Thank you • 
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benate GOP Health Care Bill to Include Elements of Ointon Plan 

~ ~ 


the administration believes Ihat 
the mandat~ would go a long way 
toward finill1finR fOveraRe for lhe 
~slimated :17 million Americans 
without COVI'HI$!e and would end 
the hidden cost·shiftin$! that oc· 
curs when hospilals bill policyhold
ers for the ('ost of uninsur~d peo
ple's care. 

Hoth alternative propnsals' op
pose an !'mplnYl'r malldilte in any 
form. ~Cll'arly Ihis would have II 

,;erious impact on small business: 
said ChafeI'. "I don'l think they can 
affurd health car~ reform at the 
cost of jobs.' 

Under the Clinton plan, a national 
health board would set an annual 
nalional hl'alth spending limit that 
would be rnforcE-d by price controls 

on insurance premiums OT fees paid 
to doctors, hospitals or other pro· 
viders if competition alone did not 
keep costs down, 

"We don't thillk thelle price 
freezes will necesAArily keep down 
the costfi; said. Chafee. who notl'd 
Mf'dicar!"s inability to control cost 
in('r~ases through f~~ controls. 

The administration is tentatively 
planninR to finance mv!'rag~ for 
uninsured and poor people $!radu
ally, through savings from reform, a 
tax on cigarettes and methods of 
re('overing from hospitals tb~ 
amount they ('harge paying patients 
to compensate for losses on the un· 
insured. " 

Chafee said that under the Re
publinn plan government subsidies 

would 1M- available to the uninsured 
and poor whl} clo 1I0t receive Med· 
icaid only "as savings from initial 
r~form are T~alized.... We would 
start at the poverty level and work 
upwards." 

Ea('.h of the three plans would 
allow sell-insured companies to opt 
out of I he insnrance-puT('hasing 
pools..Chaf"e' s propoAAI would al· 
low mmpanies wit hover 125 em· 
ployees to do so. COOJl('r's bill may 
put the threshold lit 1,000, and the 
Satt'S1 version of the administration 
plan sets it at 5,000. SeU-insured 
companies, howevt'f, would be re
Quired to offer the standard benefit 
package. 

Such differences, said former 
Bush health care adviser Deborah 

Steelman, can amount to "huge" 
disnepancies in the way each pro
posal defines -mlUUlged compeli~ 

tion." 
Cooper, however, said the appar

eht similarity between his plan and 
the Republican proposal "was cause 
for rejoicing." Conservative Repub
licans disagree, calling the Chafee 
bill "Clinton II.W 

"Clinton's plan isrnanaged com
petition with all emphasis on 'man
ailed' and Chafee's is an emphasis 
on 'competition:· said Merrill 
Matthews of the conservative Na· 
tional Center for Policy Analysis. 
·Chafee is trying to out-Clinton. 
Clinton." 

None of the proposals has been 
submitted as legislation. 

~ Hy OIUUl Priest ~ 
~ WJl~"" PI'I'II Staff Wnff't 

Senate Republicans plan to intro
duce a health ('are bill that is si
miliar to one favored by conserva
live Uouse [>t>mocrat s and includes 
lIlany .. Iements of President Clin
ton's plan but would not include 
most govrrnment mandates and 
prin' controls. 

Allhough substantial differences' 
exist among the three plans, it has 
IM-tn de<:ades !'ince such diverse 
congressional blocs agreed on even 
a gelJeral structure for health care 
refotln. That apparent COO5en!lllS 
may make it easier to pass compre
hl'nsive legislation in the near fu
ture, 

"They're really all talking about 
the same framework." said John 
Rother. legislative director for the 
American Association of Retired 
I',·rsons. lThili is in~redible prog
rl's~ slIIre a year ago. 

lluring the last session of Con
gre~s. the leading Ilemocratic and 
RellUblic bills varied widely in their 
app.....ach-from liberal Democratic 
propnsals to extend Medicare c;ov
NilJiIP. to the enlire population to 
the incrrmental insurance market 
reforms thaI Ihe Bush administra
t iOIl favored. 

Sen. John n. Chafee (R-R.I.) 
Y('sterday gave the mOfit delailed 
oUlhnp to dale of what probably 
will be the Republicans' most 

prominent legislative counterpro
posal to Clinton's plan. He said the 
bill is being devl:loped by a group 
of 23 Republican senators. includ
ing Minority Leader Robert J. 
Dole (R·Kan.). 

·We're very interested in work
ing wilh the administration to fash· 
ion a plan that would be good for 
the counlry," Chafee said. "This is 
a thrilling moment for our coun
try.~ , 

All three proposals call for pool
ing consumers' purchasing power to 
negotiate better prices from pri
vate, competinl health plans. All 
would establish a standard mini
mum package of health . benefits 
that any plan would have to offer. 
All would prohibit insurers from 
denying coveralt' to individuals be
cause of their health condition, sex 
or occupation. Each would provide 
consumers with information to use 
in judging and choosing a health 
plan. 

But the Senate Republkan 
plan-like the one uncler d~v~lop
ment by Rep. Jim Cooper (D-T~nn.) 
that is supported by conservative 
House Democrats-parts company 
with the administration over the 
lOVernment's role in guaranteeing 
universal coveralt' and controlling 
health care costs. 

The Clinton plan would require 
all employers eventually to pay 
part of their employees' health 
coverage. Since most of the unin
lured live in workinl households, 
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APPENDIX 

HEALTH CARE UNIVERSITY 


DETAILED LIST· 


Coverage 

• Working Population 
• Part-time Workers 
• Nonworking Population 
• Medicaid 
• Early Retirees 
• Undocumented Persons 

Benefits Package 

• Cost sharing 
• Preventive Services 
• Mental Health 
• Abortion 
• Updating benefits through Board 

New System Design 

National Health Board • 
National Administration • 
State role• 
Regional Health Alliances/• 
ERISA/ Corporate Alliances• 
Health plans• 
Rural• 
Urban• 
Risk adjusters• 
Inter-alliance trust fund• 

Long-term Cost Containment 

Transition 

• Insurance Reforms 
• Short-term cost controls 
• State phase-in 
• Enforcement 



., Costs and Financing 

Structure of mandate 
Cost of reform 
Other Revenue Sources 

Quality Management and Improvement 

Performance Report 
Accountabtlity 
CLlA 
Practice Guidelines 

Information Systems/Administrative Simplification 

Medical Malpractice 

Anti-trust 

Fraud and Abuse 

Medicare 
.• Managed care (AAPCC reform) 
• Point of service option 
• Prescription drug benefit 
• Waiver option - Medicare integration 

Medicaid 
• Managed care incentives 
• Maintenance-of-effort 
• Budgets 
• Eligibility requirements 
• Wrap-around benefits 

Long-Term Care 

Disabled 

Prescription Drugs 

Other Federal Programs 

Veterans Affairs 

FEHB 

Indian Health 

Mtlitary: DoD/CHAMPUS 




Medical Research Initiatives 

PHS 

Essential Providers 
Population-based Prevention 

Workforce Development/Medical Education 

Primary Care Incentives 
Graduate Medical Education 
Academic Health Centers 

Ethics 
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.SeCOND DISTRICT, KANSAS 

(316) 231-6040 

The Honorable Hillary Rodham Clinton 

The White House 

1600 pennsylvania Ave., N.W. 

washington, D.C. 20500 

Dear Hillary: 

I am writing to request 

reform 

or you and Ira 
s, including 

Children's Mercy Hospital in 

issues in health care 

chronically and congenitally 
specialized care they need. 

In recent years, I have given increasing attention to 
the health care needs of children. I am especially proud to 
have been the House sponsor of legislation, which Congress 
enacted in 1990, to ensure Medicaid will extend its coverage. 
to all poor children. I look forward to giving close 
attention to children's needs in health care reform, too. 

I know you share my strong support both for improving 
health care coverage for children and for ensuring .access to 
the kinds of essential services provided by children's 
hospitals. As you may know, Lawrence McAndrews, who was the 
CEO for Children's Mercy Hospital in' Kansas. City for several 
years, has become the CEO of the National Association of 
Children's Hospitals and Related Institutions. He has been 
suceeded at Children's Mercy by its new President Randall 
O'Donnell, with whom you worked as a trustee for many years 
when he was President of Arkansas Children" s Hospital. 

Now that the broad outline of the President's plans for 
health care reform has been somewhat defined, it would be 
helpful to discuss details critical to children, 
particularly those chronically ill or disabled, who require 
the services of tertiary level pediatric teaching hospitals. 
It also would be helpful to discuss how children's hospitals 
best can compete in markets shaped by managed care, given 
the hospitals' roles in medical education, research, and 
service to low income children. 
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The Honorable Hillary Rodham Clinton 
June 28, 199.3 
Page 2 

I would enVl.Sl.onthe meeting including the-leaders of 
five to 10 children's: hospitals as well as myself. I will 
have my staff con roffice to follow up on this 
request. Than you ch for your consideration. 

JI SLATTERY. 
Member of Congress 


