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JEFFORDS.DURENBERGER.KASSEBAVM AMENDMENT 

Oveniew And Rationale 

Today, Senators Jeffords, Durenberger, and Kassebaum are introducing an 

amendment that would make significant changes to the delivery system structure 

contained in Title I of the Chairman's Mark. . 


Iu urder !O meet our goals of universal coverage and deficit reducrion, we must 
first get health care costs under control. Our amendment restores the buying and selling 
of health care coverage to gre9te.r private control and removes state governments as the 
intermediary between purchasers and sellers in the marketplace. In addition, the nine 
out of ten Americans who currently feel secure knov.ing they get their health coverage 
through their'employer, can be assurtd that this will continue once we pass health 
reform. 

The establishment of bright line federal rules enforced by the states~ which level 
the playing field between fulJy·insured health plans and ERISA self-insured plans, will go 
a· )0ng way in enabUgg the private market to function efficiently. We believe strongly, 
that· this approach 'Will give us quality health care at affordabJe prices. 

The Jeffords-Durenberger-Kassebaum amendment strikes most of the regulatory 
sections in Tjtle I, and replaces them with a streamlined. market·ha~ed ~tructure !\.imil:u 
to provisions found in both the bi-partisan Breaux-Durenberger (S. 1579) and Chafee
KeITey (S. 1770) bills. 

Concerns with the Chairman's Mark 

Where President Clinton's Health Security Act relied on mandatory "purchasing 
alliances" to control the health care purchase and delivery system, the Chairman'S mark 
attempts to move to a voluntary market based system. Unfortunately, rather than 
allowing emp]oyers to continue as smart buyers and benefit administrators,' the 
Chaimlan's Mark relegates employers to paSSive c;hcc;k writel:s.. 

, Under the Chairman'S Mark as presently drafted, states assume most of the 
functions now carried aut in the private market. For example, states must, among other 
things: 

. Provide: i~fonnation to consumers on all community-rated health plans; 

o 	 Establish and maintain health plan enrollment procedures, standards, and 
rules; 

o 	 Issue "Health Security" cards; 

o 	 Negotiate annual fee· for-service schedules with providers; 



, , 
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o 	 Collect premiums from employers, individuals, and families (In behalf of 
, carriers; 

o 	 Establish premium reporting requirements; 

i • t 


o 	 Make pren~ium payments .0 community-rated health plans; and 

o 	 Audit records of all employers with less than 1,000 full-timeempiuyc:c:s. 

In addition, the Chairman's Mark would greatly expand the. !\tates' role,in several 
areas, including: 

o 	 Reviewing and approving the distribution of an): materials used to m'arket 
community rated plans within the state; . . 

o 	 Monitoring health plan quality, performance, finanCial stabilitY and 
capacity; , 

This expansion of state duties, as well as the sheer number of people who would 
be regulated under this new regulatory structure, would greatly strain state budgets. In 
addition, it will greatly disrupt the way millions of Americans currently get health ,care in 
the marketplace - through their employer. It is not necessary to delegate this regulatory 
power to states in order to reduce health costs, and provide fair, equitable, and 
affordable health care coverage to Americans. This is best achieved through the private 
ma,rketplace. 'i • 

t. 



06-10-94' 01:05PM ~ FROM ,.JEFFORDSi.'WDC TO 94567431 , P004/007 
...... 

Kev Provisions or The 

JetTords.Durenberger.Kassebaum Amendment 


The Jeffords-Durenberger·Kassebaum amendment establishes a framework of 
NATIONAL STANDARDS that Allow LOC:ALLY.BASED HEALTH PLANS and 
LOCAL MARKETS to deiiver health care more effectively and efficiently t(j all 
Americans. The amendment sets out CLEAR RULES for purchasing cooperatives, small 
businesses, and large employer purchasers, AND CLEAR STANDARDS for health plans 
and insurers. ' 

A. Sel1ers·· Health Plans and Insurers 

" ~, The Jefford~~Durenberger·Kassebaum amendme~t would END UNFAIR 
INSURANCE PRAcrrcEs that currently prevent many individuals from purchasing 
hc::~llh coverage: 

o AGE ADJUSTED COMMUNITY RATING for small businesses and 
individuals in regional Health Care Coverage Areas; 

o STANDARD,BENEFIT PACKAGE; 

o GUARANTEED ISSUE; 

o OPEN ENROLLMENT; 

o PORTABILITY; 

o NO DISCRIMINATION based on HEALTH STATUS; and 

o NO DENIAL OF COVERAGE based on PREEXISTING CONDITIONS. 

, 
". - '. 
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B. 	 Employer and Individual Purchasers 

The Ieffords-Durenberger-Kassebaum amendment refurms the health care 
delivery system without causing major disruptions in the current market. MOST 
AMERICANS WILL CONTINUE TO GET HEALTH COVERAGE WHERE THEY 
DO NOW-- AT THEIR PLACE OF EMPLOYMENT. 

By permitting employers to· negotiate good rates for hel'llth plan~, .T effnrd~
Durenberger-Kassebaum recognizes that employers have been a creative and dynamic 
force in helping to contain rising health care costs through managed competition and 
other means. Unlike the Chairman's Mark, CONTACTS BETWEEN EMPLOYERS 
AND HEALTI-I PLANS ARE ENTIRELY PRIVATE. 

U~der the Jeffords-Durenberger-Kassebaum framework, small businesses and 
individuals choose whether to buy their community-rated health plans/coverage through 
independent insurance agents or through private, ~on·profit, purchasing groups. 

Large businesses (250 or more full-time employees) may offer cjthcr a state
certified health plan for whkh the employer negotiates the rate (experience-rated); an 
employer-sponsored; ~ealth plftn (risk-bearing plan) or both types of plans as .a group 
health plan. Large eIIiployersmay group together to negotiate health plan prices. ' 

Employers with between 101-250 full-time empJoyeefi may choose to negotiate like 
"large employers" otto purchase insurance at the community-rate like "small businesse~." 

o 	 The Chairman's Mark would prevent all employers with less than 1,000 full
time employees from bargaining for better rates for their employees. It 
would tum employers into check-writers-- not·informed buyers-· merely 
allowing them to send premium payments to state governments. 

Employers must offer their employees a choice Of AT LEAST THREE HEALTH 
PlANS. one of which must be a point-of-sf.:vice plan. 

Existing ASSOCIATION PLANS (Le., trade and professional associations, 
religious organizadons, public entity assudatiuns, and Chambers uf COlIlIIlcrce) arc 
gnlqdfathered if they have been in existence for three years prior to [he date of 
enactment. However. they must meet basic solvency standards and are required to (a ke 

. -! 
., all comers within their organization .. 

! 
! 

o The Chairman's Mark would eliminate all Association plans. 
, ",. 	 i. . t· . . . 
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C. 	 The Role of Purchasing Groups 

'. 	 . 

Under the Jeffords-Durenberger.Kassebaum amendment. PURCHASING 
GROUPS ARE PRIVATE, ENTIRELY VOLUNTARY. and possess NO 
REGULATORY AUTHORITY. 

Purchasing groups must: 
\ . ~ ~ ; , 

, ' 

o . 	 Take all small employers and individuals who wish': 10 join,; 

o 	 Offer the .full range of health plans available in the area; . 

o 	 Be private, non-profit organizations governed by a Board drawn from its 
". own members (insurers cannot operate cooperatives); , 

o Provide members with comparative information about,plan 
I choices; and . 
i
I 

. 

o 	 . Facilitate enrollment,. 
" 

D. . 	 Establishes Proper Role For ,State And Federal G<lvernment 
. ' 	 . 

Under the JeffordS-Durenberger·!(assebaum amendment ... 

The Federal Government will enact uniform, national standards forquality, 
accoun.tability, outcomes data, and service requirements, to assure that locally-based 
health plans deJiver quality health care. State benefit mandates are preempted l as in the 
Chafee bill'and the Chairman's Mark. 	 . 

State..'1' responsibilities are limited to: 

i 

! o CertifYing healtb insurers (which they <10 now)'; 


o 	 Certifying' purchasing cooperatives; 

o 	 Designating boundaries for Health Care Coverage Areas; 

o 	 Making available comparative information to consumerS about health plans 
available in the state; 

o 	 Implementing a risk.adjustment mechanism; and 

o 	 Determining coordinated dates for health plan open enrollment periods. 

, it; i: . 
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C. 	 The Role of Purchasing Groups 
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Purchasing groups must: 

o 	 Take all small employers and individuals who wish to join; 

o 	 Offer the full range of health plans available in the area; 

o 	 Be private, non-profit organizations governed by a Board prawn from its 
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, ii, 

o 	 Provide members with comparative information about plan 
choices; and . 

o 	 Facilitate enrollment. 

D. 	 Establishes Pro.,Der Role For State And' Federal &,vcrnment 


Under the Jeffords-Durenberger-Kassebaum amendment ... 


. i The Federal Government will enact uniform, national standards for quality, 
accountability, outcomes data, and service requirements, to assure that locally-based 
health plan!: deliver quality health care. State benefit mandates are preempted, as in the 
Chafee bi1l and the Chairman's Mark. 

States' responsibilities are limited to: 

o 	 Certifying health insureni (which they do now); 

o 	 Certifying purchasing cooperatives: 
i. , t 

o 	 Designating boundaries for Health Care Coverage Areas; 

o 	 Making available comparative information to consumers about health plans 
available in the state; 

o 	 Implementing a risk·adjustment mechanism; and 

o . Determining coordinated dates for health plan open enrollment periods. 
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!m: HBDlCORE u:rlmw:. BBAW!B .AC'l' 

U.S. SenatoZ' J'1lI .reffcu:d.. 

The MediCORB National Health Act addresaea several grave
problems with ~e current American health care system. Rapidly
rising health eare coats and expenditures burden all Americans 
and are one of the leading contributors to the ~unting
federal budget defieit. 'l'tI4I1I1l4 ria.ing costs also 
exacerbate the unfairness of a healtb care system where many
Americans lack adequate, 1f any, health care insurance. The 
MediCORE program refoJ:'l1ls the Merican bealth care system by
guArAnteeIng un1veraal access ~o a 8e~ 0% bas~c CORS aerv1ces/
8temming escalating health care eosts to individuals, employers
and qovernments, and preserving quality and flexibility in health 
care delivery. The Act i8 also designed to ensure equitablA
financing foZ' the provi8ion of CORE services. 

SD!rRS D2SJ:c:& A1ft) .lUlHl:.RIS'J.'mt :Ii'LI\lIS TO novJ:DB A SB'l" OF c::oRB 
BKN'RPITS !L'O .ALL STM'B R.BSIDBIr.rS 

The basic strueture of the MediCORB proiram divides 
reepuIleib111tlea for the deslgn , admin1strat on and funding of 
health'care delivery between federal and state governments. The 
Act charqes states with the primary responsibility for designing
and running health earA ~r.ograms for a~l U.S. c1tizens and legal
residents within their territory. CORE services provided under 
state plans must cover medically necessary services, including
prescription drugs, mental health treatment, and substance abuse 
and rehabilitative se;rv!c.lI; preventat1ve care and long-te:rm care 
must also be covered. Those presently receiving benefits under 
Medicare or Medicaid will receive expanded services under the 
CORE on an equal basis with other c:it:h:ena. 

FEDERAL XBDICORE BOARD OVERSRBS STA'l'B PROGRAKS JUm mrsORES mAT 
S'l'ATRS IIZft III:HDWK PBDBnAL S2:MmAJU)S 

A federal MediCaRE Board is established under the Act to 
oversee the design and administration of 8tate health care P'~".' 
Though states will be given wide latitude to meet the special
circumstances of their population 1n the design of delivery 
systems, the Board will ensure that states meet minimum federal 
standard8 for universal aeCQGa, port~bilitYI admin1s~r~tion, 
affordability and quality. For instance, state benefit packages 
must be substantially equivalent to a model set of COR! services 
to be outlined by the Board.. Furthermore, in order to ensure 
quality and flexibility 1n health care services, states are 
encouraged to involve com~tit!on between two or mOre health care 
providers, and at least one delivery plan must permit significant
freedom of choice by consumers among health care providers. If III 
state chooses to contract wi~h the Board for the administration 
of ita health care program, the Board will use networks of 
managed competition In all areas of the state with sufficient 
health earo prov1ders. Network. of managed competltlon will also 
be used if a state plan fails to meet minimum federal standards 
end is placed in receivership by the Board. 

http:se;rv!c.lI
http:R.BSIDBIr.rS
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PEDDAL PREIIIlDI 0. PA'IROLL UD tJ'IIEARIIBD IBCOIIE PR(JV.IDBS 
Al'PROZllIM'ILY 701 or PUXDIJIG FOR S".rHI PLAIIS, n'm STA!fBS 
COR'lRIB'D"1"IIiG 'l'BB IlBlIAIlIDER 

Most of the fundtngfor state health care plans will derive 
f~om s He~lcoaB TrQat Fund to be adminiotorod by the Board. A 
federal payroll premium--4 percent from the .employer and 2 
percent from the employee--will provide the principle source of 
monies for the Trust. Individuals who have income in addi~ion to 
their earnings vill be assessed up ~o a i percen~ heal~h care 
premlUmon this .ddi~lonal income. These federal pr~ium. vill 
supply approxima~ely 70' of the C08t of running state health care 
plans. Statea w111 rece1ve from ~. Trust a~ least thoae monies 
which have been genera~ed from the MediCORE pramiums upon ~heir 
residents. They will also receive an amoun~ equal to their 
portion of Medicare spending under ~i~le XVIII of the Social 
securlty Act: fo~ the ye.~ 1n Which KecU.COal!! iD adopted. The Docrd. 
will distribute additional funds f:om the Trust to atatee that 
need these menies in order to provide CORE service8 to their 
r~Aident8. The remaining funds for running .tate health care 
programs will be supplied by the statee. States may use the 15 
percent cost sharing permitted under MediCORE to offset their 
financial responsibility. If states use cost sharing, ~heir 
cont.rlbl:ationll to et:&te hea.lth caz:e plano will be roughly aqual to 
the amount they currently spend for health care. 

SPENDING UNDO 'mE XEDIC.ORB ACT WILL BB LDlI'l'ED 'JO CORREl'IT LEVBJ:aS 
OF lIA'1'IOlllAL BB.I\L'1'B CARl!: IDJDmITDRES 

~Q financing provislons of the MediCORE plan are designed 
to arr~st the growth of health care costs by limiting the cos~s 
of running state programs to present le~ele of na~lonal 
expenditures on health care, ad1us~ed for gro~h in Gross 
DomestiC produc~ (GDP). TheHeQlcOK~healtn plan eesent:1ally
redistributes monies currently being spent on health care by 
go~ernment, insurance companies and inai~idualB. Resources 
available to the states through t:he HediCORE Trust Fund will only
be increased if Conqress makes an express, public decision to . 
increase health care expenditures. Nevertheless, in order to 
maintain flexibility in the system and to preserve incentl~es for 
t:echnolosi~al &dvoncem in medL~al ~are, 1ndividualo are free to 
use private insurance to purchase services beyond CORE benefits, 
and states themselves may Bupplement CORE services at their own 
expense. 

ADDITIONAL FBA'l'tJRBS FOR COIi'l'ROLLDIG REAL'!'.B CARE C.OSTS 

In addition to keeping national health care expenditures at 
their current levele, the MediCORS program provides for 
additional mechanisms to control health care costs and spending. 
Sta~e8 are encouraqed to develop tee scheQuleZl for heolt:h care 
providers, and the Board i8 directed to develop model fee 
schedules for the benefit of states. Limited cost sharing by
hAalth care recipients lFl 11].10'10 parmit~ed under the KediCORE Act. 
Furthermore, managed competition in sta~e programs will serve to 
keep costs down. In addition, the KediCOJE Board has an important
responsibility to study and recommend ways to reform medical 
malpractice leWD. 

The various prOvisions of the MediCORE Act ensure a system
of health care delivery wh1ch is both fair and economically
sound. MediCORE guarantees universal access to CORE health care 
benefits and finances these benefits equitablity. At the same 
time, 1t effectively controls health care costs and preserves
quality and fJ.exlbi ity within the American h9l'1l1:h care system. 
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