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M E M 0 R AN'D U M 

, 
TO: First Lady Hillary Rodham Clinton ""February 4, 1993 
FR: Chris Jennings 

I 

RE: Dole,' Chafee Visit Following Senate Democrats Meeting' 
,I cc: Melanne, Steve R. 

Following your Senate Democrats Meeting, you and your staff 
are scheduled to meeting with Senator Dole and Senator Chafee 
(R-RI), Chairman of the Republican Health Task Force. Steve 
Richetti has indicated that ,there may be others, in particular 
Senator Durenberger (R-MN). 

ISSUES TO RAISE 

*' Consistent with'the Presiden~'s appointment of Senator 
Dole as one of the four lead Congressional health care 
representatives, will look forw~rd to building on what you 
feel will be a close and produc~ive working relationship. 

* If there are problems, I want to know about it. I will 
be as responsive as possible. Based on our previous 
conversation, I know that this will be a two-way commitment. 

// . 

"/ I* Will consultSen~tor Dole as frequently as possible. 
Interested in having a good relationship with not only 
Senator Dole, but with all Republicans committed to 
effective cost containment and universal coverage. 

* Outline the structure and roles of Task Force and Working 
Groups. Omit ANY discussion of incorooration of staff into 
the work groups, however. (They should not know anything 
about the Democratic staff role' at this time and we believe 
it is unwise to address unless raised by them). 

ISSUES THEY MAY RAISE AND TO 'DANCE AROUND (as you have) 

* They will suggest that the Administration needs 
Republicans to pass a bill and ~t would be best not to 'draw 
significant lines of destinction between the way Democrats 
and Republicans are treated. " 

* Raise questions about financing and how cost containment 
savings are allocated. 

* Raise questions about legis~ative strategy, i.e. what 
will be timing and the likely legislative vehicle. 
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The Republican Health Care Task Force Proposal -- A Snapshot 

Gradual universal coverage through an individual requirement 

The Chafee proposal promises universal coverage by the year 2000. It mandates that all individuals purchase insurance, 
but has no requirement for employers to cover their workers. There are "vouchers" available for people who are low
income, phased in over 5 years. If the program does not acheive the savings it envisions, the phase in would be 
slower, and universal coveage would take longer. 

Cost containment-- Medicare savings on the public side, weak on the private side 

The Chafee proposal believes it can control costs by pooling small businesses into regional purchasing cooperatives and 
forcing plans to compete on quality and price, competition will bring about significant savings on the public side. 

-
On the public side, the proposal caps Medicare and Medicaid at 7%, from a projected 12%. 

Possible problems with this approach: 
.LBY making purchasing.alliances both small (100 or fewer employees) and voluntary (no individual or employer musL 
buy through an alliance), this proposal significantly weakens the bargaining muscle of the alliance, and their effectiveness 
in bargaining with plans. 

2. Capping the growth of public programs without containing growth on the private side will further aggravate the"cost 
shift" that exists in the current system, and may weaken cost control efforts on the private sector side. 

3. By making the pool voluntary, any employer that can get a better deal outside the alliance, or can keep their costs 
down by self-insuring, the pool left in the alliance may only be small employers with high risk, individuals, and subsidized 
people (who often have higher costs), and may have extremely high costs due to the adverse risks. 

4. There is no portability-- the average person changes jobs 10 times in a lifetime, higher for people in small firms. If 
the pools are voluntary, workers will be in and out of plans, and may lose their work-based plan if they lose their job. 



'" 

Cuts for senior programs with no new benefits 

1. The Chafee proposal does nothing to help the millions of elderly Americans who want to remain at home in the 
community but can't get the care they need and are forced to move into nursing homes. While it does clarify tax 
treatment oflong term care expenses and regulated private long-term care insurance, it doesn't support the long-term 
care seniors say they most want and need-- care at home. Nor does it strengthen the protections for Medicaid recipients 
in nursing homes, who are forced to spend down their assets to almost nothing before they qualify for help. 

No clear guarantee of benefits 

1. While the Chafee proposal does sketch out an outline for covered benefits, it does not say what specifically will be 
covered, nor what the level of cost sharing will be. It proposes two benefits packages-- one that is more broad, and one 

---------·'-ctliansoare Dones, witli a very rugndeductiDle.-Italsoleaves it up tatlie Board-to curoacK on oenefitsiftlie costs get ----- 
too high-- so what you have this year, you might not have next. Americans can't be sure what they'll get, or what they'll 
be expected to pay. 

Lets states go it alone 

1. Chafee provides more latitude to states-- allowing them to set up basically whatever kind of system they want as long 

~s aJ Gost.~)n,lhllt..state_Q9J!'tr.is_e fC!-st~rJhA.njn_the ~~stQfJbe_C9_11I!1ry l?) .stCJ.te plaQs g~lleraUy.c_oy~[Jh~._sCJ.m~ P~IC~n!~g~__ _ 

of people within the same timeframe as the national average c )~the state plan is budget neutral to the federal government 

d) the state meets the federal quality and malpractice provisions, and provides similar benefits as the national plans. 

By contrast, the Clinton plan allows states to choose a single-payer option rather than a competitive/alliance 

structure, but allows no flexibility on insurance reforms, universal access, guaranteed benefits, cost control, or quality 

standards. 
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I ' 
SUMMARY OF CHAFEE REPUBLICAN HEALTH PLAN 

. I 

i 


Overview I 


1 
I 

The current version df the plan establishes an individual mandate to 
purchase insurance coverade. Low-income individuals (up to 200 per cent 
of poverty) are assisted to purchase insurance by the provision of 
vouchers to help defray the cost of coverage. The vouchers are phased in 

r 

according to a schedule established in the legislation, but only -as 
savings actually available-.\ The -program is ifinanced by Medicare and 
Medicaid cuts and a tax cap. Insurance is provided to individuals and small 
businesses of fewer than 100 workers through health insurance 

I, I 

purchasing cooperatives. 

Universal Coverage 

r 
All Americans, are r98uired to obtain insurance conforming to the 

standards of a basic benef~t package established by a national board 
I 

according to parameters e~tablished in the legislation (benefit coverage 
is fairly broad, but. specification of cost-sharing would be entirely left up 
to the board). A catastrophic coverage alternative will also' be provided. 
No employer mandate is irlcluded in the bill, but large employers will be 
prohibited from dropping 9urrent coverage.: ' 

Vouchers will be prO:Vided to help lo~·income individuals meet the 
requirements of the_ mandate. according to the following SChedule: 1995-
people below 90 per cent of poverty; 1996··120 per cent; 1997--140 per 
cent; 1998--170 per cent; 1999-·per cent; ~000--240 per cent. As noted 
above, the availability of t~e vouchers is tied to the level of savings 
actually achieved. The intention 

. 
seems to be to provide 100 per cent 

'I 

vouchers for people at thel specified income levels if savings 
I 

are achieved; 
, 

if not, the vouchers will be I provided at some per cent of the plan cost. 
I , 
! 

Financing 
! 

The document states' that financing will be provided by reducing the 
growth rate in Medicare an~ Medicaid from 1'4 pelr cent per year to 9, per 
cent, and by a cap on deductibility. The sp~ific cuts proposed in Medicare 
are: 
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Choice of plan· will be by i,ndividuals, not by ·businesses. States will be 
allowed. to establish com~ting HIPCs.· 

Topical outline 	 .1 . i 

The topical outline of the plan is summarized below, including the 

Provisions of the plan not described above. , 	 . I 

I. Insurance market refor~. Includes the standard insurance reform 
proposals, e.g., no pre·exi,sting conditions, guaranteed acceptance. etc. 

I 
II. HIPCs. 	 ! 

III. Computerized, standJrdized and simpli~ied information and data. A 
1 	 ' 

new Federal Administrati~e Standards Board will be established. 

I 	 ' 
IV~. Malpractice reform, including: mandatory alternative dispute 
resolution, limits on non.~conomic damag~s, limits on attorney's fees to 
20 per cent of award. practice guidelines. ' 

! . 	 . 

i 	 I 

V. Individual mandate. Phased in based on the achievement of savings and 
the availability of low in60me vouchers. : 

1 	 , 

VI. Larger employers. 
. I. 1 

VII. Tax cap. Cap appli~s to both the emp,loyer deduction and the employee 
exclusion. ' . I •1 

I 	 ; 

VIII. ·State and Federal 'certification of AHPs.
I 	 . 

IX. 	 Anti·trust reform. I 
I 

X. Medicaid inclusion in ~he HI pes. Phas~-in according the 
recommendations of an HHS study . 

. , I 

I 


XI. Ditto for Medicare. 	 I. 

XII. Low income vouChe~sl Phase-in.· 
. 	 I 

, 'I 	
I 

I 
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MEMORANDUM 

I' I 

TO: Hillary Rodham ~n . March 19, 1993 
FR: Chris Jennings ; 
RE: Senator Chafee' tements on gun control 
cc: Melanne, Kim Tilley, Steve R., Ira, Christine, Steve E. 

I i 

I . ;
Following up on your request, attached is a copy of Senator 

Chafee's complete April: 30, 1992 Senate floor statement regarding 
guns and their impact on children, education, and health care•. 
Also attached is a June I 9, 1992 Washington Post Op Ed piece by
Senator Chafee that nic~ly summarizes the much longer statement 
and outlines his intentfon to introduce legislation to ban the 
sale, manufacture and possession of ALL handguns.

I . i 
Both statements cite a 1991 Advisory Council on Social 

Security estimate that concludes that the overall health care 
cost of firearm injurie~ (from initial:emergency room ,care and 
accompanying hospital s~ays, amubalance services, follow-up 
visits, and rehabilitation) is more than $4 BILLION.B year.

. I .
Significantly, 86 percept of this health care treatment tab is 
underwritten by government sources. The dollars spent on each 

. I . 
gun shot injury average~ out, according to Chafee, to be 
approximately $16,700 per patient. 

I : 
The two Chafee sta~ements were fa*ed today to Congressman 

Reynolds'office. Judg~ng from how qUfckly he was to jump to 
publicly:recount your (personal and I ~hought private) general 
support of the concept behind his legislation (in particular, the 
provision to tax. guns ahd ammunition),·1 am sure he will follow
up with your suggestion to hold a conv,rsation with Senator 
Chafee .. 
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, 
I 
I ' 

On Tuesday, the Senate spent 4 hours debating the matter o~ 
whether or not to approve 

I 
the minting of

I 

new coins. !et on that 
day, as is the case every day, an averag.e of 27 adults and 
children across the coun~ry were killed py handguns, and 39 went 
to the hospital to be treated for handgUn wounds. 'Of these 39 
patients, some will be permanently and severely disabled; others 
will go back to their horfies and family, iwondering what type of 
society they live in where handguns are iSO commonplace.

I ' 
I ; 

We have many demands, challenges, and problems facing the 
Senate and our nation; and we need to spend far more of our 
valuable time and resour~es focusing not on parochial or political 
matters, but on those which are the most critical to our national 
well-being. / ! 

Two among the most pressing 1ssuesbefore us stand,out: 1) 
the need to improve the ~ality of our education; and 2) the need 
to reduce the costs of our health care.: But tied inextricably to

I . 
progress on both of thes~ matters is recognition of the costs 
placed on each by our national firearms:policy; and that is what I 
wish to spend some length of time discussing this afternoon. 

/; , 

If we hope to achi~ve progress on ~ducation, it is imperative
that educators be able to spend their time and their resources on 
their principal task: ed:ucating our youJ:1g people. Likewise, if we 
are to move forward on hlealth care, it is critical that we ensure 
that our population is als healthy and fit as possible, and thus 
reduce the demands for e'xpensive health: care services. 

:., ... I '::....... , ~':;'.~>.

Yet tcday, educators are distracted from educating, ond 

pupils are,distracted f~om learning, by: the ~~er-increasin9 and 
frightening presence of Ihandguns within: our schools. And our 
efforts to hold down he~lth care costs ~iterally are being shot 
down by the more than $4, billion required to be spent every year 
on the ghastly woundings and deaths from handguns.

I I 
How many handguns .re there in this country? It is estimated 

that there are roughly 66 million of th'ese deadly' weapons in the 
U.S. tOday. In 1982, tl'lere were "only"j S3 million. That's a 2S 
percent increase in ten1years! According to the Bureau of 

• . IAlcohol, Tobacco, and F1rearms (BATF), ,we can expect to .add 2 
million handguns every year. "I'hat is ~ardly a comforting thought!

I .I
Handguns -- these guns so easily concealed under a jacket or 

in a shoulde~bag -- cau~e untold damage and 5uf!ering in this 
nation. 'l'he statistics/are staggering,! frightening, and shameful. 

'I I 
I . 

1I 
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Every year, handguns are ~stimated to be !involved in at least 
10,000 murders and lS,OOOlwoundings -- t~at translates to about 27 
persons killed and 41 persons injured ev~ry day! Every year, we 
set a new record in handg~n deaths: sinc~ 1988, handgun murders 
which represent 7S percent of all firearms rourders -- have gone up 
each year by nearly 1,0001 deaths. I

I I 

Handguns are involved in an average of 33 rapes, 575 
robberies, and 1, 116 assa~lts every day~ I Handguns are responsible 
for 70 percent of all fir~arms suicides, about 3,200 Of which 
every year are teen suici~es: and it is ~ disgusting, terrible 
fact that these guns constitute the most :efficient, effective, and 
lethal suicide method. I : 

I.jGONS AND EDOCA~ION 
Yet access to handgu:ns has become easier, not more difficu'lt: 

and their owners, younger!. Children not Iyet old enouqh to drive 
are matter-of-factly carrying guns on their person every day. 
Children take guns to school as if they ~ere lunchboxes; they go 
to gun-sellers, not to th~ir teacher, tOisettle a fiqht with 
another student: and theylbring guns, not toys, to classroom Show-
and-Tell. • ' 

Can children obtain !handgUnS? . The ~nswer clearly is "yes." 
In 1989, in a national student survey, nearly half of all tenth
grade boys and about one-~hird of eighthTgrade boys said "yes," 
they could obtain a handg~n. Eighth-graders are 12 years old! 

I . 
Not only do these youngsters carry guns, they take these guns 

~~n~~~~~l~o ;~~~ore:~sl:i~~ ~~c:~t!~t~~~!~~~0~~5:~~ge~~~sc~:r!~~m
research reveals are tar more likely than girls to choose guns as 
their weapon -- carried _g~ns'l.to -,school eyery day. 

Since then, the proJlem has become korse. According to a 
1990 national survey, onelout of every Slei;hth-graders says that 
he or she has witnessed weapons at school. That should come as no 
s\uprise, considering thel number of youngsters that "pack a 9un" 
t.o go to school. In Illinois, 33 percent of hi9h school students 
have carried guns to SChdol. Texas reports that 40 percent of 
eighth- and tenth-grade b,bys who were surveyed had carried a gun 
to school at least once. . ! . . 

I ' 

Nationwide, a full rlineteen percentl of some 11,000 students 
again, one in every 5 st!udents -- surveyed by the Centers for 

Disease Control admitted ~hat yes, they had carried a gun to 
school justin the past month. 

. I 
I find these statistics to be absol:utely stunning -- and 

incredibly depressing. We're talking about young children! 
I 
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Given the number of gun-totin9 youn9sters, it is no wonder 
that gun incidents at sc~ool are becomin9 far more frequent.
California officials have reported a 200-percent increase in 
student gun possession incidents between 1986 and 1990; Florida, 

.too, has reported a sharp jump in student gun incidents. Here in 
th!! Washin9ton area, in nearby Prince Ge.orge's County, 23 
incidents -- more than t~ice the number lot last year ~- involvin9 
guns on school property have occurred since July, ana this school 
year is not over yet. 1 : 

, I ,i,
In nearly every instance these guns were handguns. 

Right now, there isl so much Violen~e, and 80 many guns, at 
schools that some students are scared to go to school. According 
to the Department of Jus~ice, 31 percent of public school students 
nationwide fear they will

I 
be the subject

• 
of an attack at or on the 

way to school. So what do these children do? 

One method of protebtion is SimPlyl to stay away from school, 
and some children do. Ab Illinois study reports that one in 12 
students is so scared Of/someone hurting them at school that they 
are staying home to avoi~ facin9 that r£sk. ' . 

I iBut students can't play hookey forever, and another, 
increasingly popular, way students con~er their fear is to carry 
a handgun for "protection." They take their new-found security 
blanket to school: and t~e presence of ~hat gun in turn feeds the 
very fear it was meant to assuage. Other students are driven to 
take their own "protecti4.re " measures; and the horrible ripple
effect goes on. i 1 

"'he end. result? ou,I,r schools, designed as places of learning,.r. I 

:r/ ..·now ar~:becornin9 places ~f tension and triolence. ··.. ·It· has come to 
the point where many urban schools conduct random gun searches, 
and safety drills includeI dropping to tne floor at the first sound 

Iof gunfire. Meager SChO?l budgets must ,find money for metal
deteetors. That is the last thing on which our schools should 
have to spend limited refourees -- thos~ funds should be qoinq 
toward textbooks, more teachers. or classroom and sports 
equipment! r i . 

But what choice do Ischool administrators have? Children are 
learning to believe that guns are a way~toresolve their problems. 
In earlier times, a studFnt dispute miglf.t mean a fistfight after 
class. Now the quarrel pf:en is settled -- quite openly ~- with a 
gun. Just over a month ago, a l6-year-old boldly walked into a 
Potomac, Maryland, high school chemistry class and fired his 
handgun at point-blank r~nge at his intended student victim, who 
somehow miraculously escaped the bullet. 

I I 

3 

http:protecti4.re


I 
I 

This is an ever-more common pattern. Look at Jefferson High
School in Brooklyn, where in the course of a dispute, a student 
killed one teen and another young "innocent bystander," bringing 
the death toll -- a· deathltoll for schools?? -- for this school 
year to 56. Look at the Crosby, Texas, high school, where a 15
year-old girl sho~ a 17-y~ar-old boy in the lunchroom for 
ins~lting her. Look at the third-grader in Chicago who pulled a 
handgun from his bookbag~nd shot a student in the spine. Look at 
the ll-year-old in Clintoh, Maryland, who brought a tully loaded 
.38 caliber revolver to sbhool to "impress his friends. n And look 

I I 

at my own State of Rhode ;Island, where three weeks ago police 
confiscated a handgun from a 15-year-old junior high school boy' who was waving it in fron~t of other students in the school 
hallway_ I 

I 

"We've never seen a year like 1991-,92,H says the:head of the 
National School Safety Center, referring'to new highs in school. 
gun violence. I I . 

. I 
No wonder 10 percent of parents at levery income level worry 

about their children's p~ysical safety. : No wonder a recent "Dear 
Ann Landers" column on guns in schools provoked more ~han 12.,000 
responses from angry and Iworriedparents', and resulted ina second 
day's column devoted· solely to the print!ing some of these 
responses. . I . 

I I. 
Children who are not yet 18 years qld are becoming inured to 

the violence that is notlonly on the streets, but in their 
schools. They are becoming accustomed to the notion that guns 
help you get what you want -- be it an ~dded measure of safety, 
new respect, or some quitk cash. It's just business as usual.

Ii 
That acceptance is dangerous. We c::annot afford to bring up 

future generations ·--wbo ate hardened and :deadened to a culture o£ 
violence. ! I 

Let me share with Jy colleagues a story so bizarre, so 
horrifying, that it seemk more like a fiction than fact. In my 
State of Rhode Island, j~st a few weeks:ago,a teenage boy was 
given a class assignmentl to "write an interesting story." The 
three-paragraph essay he, turned in was entitled "Man Killer." It 
consisted of an intervier with his 14-y~ar-old friend about what 
it felt like to kill a l ocal shopkeeper~ Let me read (verbatim) 
the first few lines: I 

r I 
"WHAT IT FEEL LIKE THINKING HOW A KILLER F.EEL LIKE. WEL:", 
IT FEEL NORMAL, SAlol THE 'KILLER.' !ITS JUST LIKE STEPPING 
ON A COCKROACH ..• I FEEL BAD FOR THE GUY SAID THE KILLER. 
BUT I HAD TO DO IT. "1 

The boy's teacher, uneasy, and not surei that the story was 
. I 

4 
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I
actually fiction, turned the paper over to the police. With it, 
they were able to arrest the l4-year-old,suspect. 

I warn my COlleagUeJ: increasingly in our schools children 
are exposed to guns, children are becoming used to quns, and 
children are using quns. I And these are Fhildren -- gun use can 
start as early as at eig~t years old. I 

. I IThis is appalling. We are desperately trying to improve our 
educational system. Schools, already bu:rdened with many . 
responsibilities, have more than enough problems to deal with 
right now. We have younqsters with learning difficulties, 
youngsters who don't getlenough to eat, 'youngsters with drug 
problems, youngsters fro~ totally shatt~red families. And now it 
appears that we can't ev~n guarantee children a sate place to work 
and learn. 'I'his is .outrageous! And itiis simply intolerable. 

. I ' 
How exactly are ch~ldren to learn ~nything if they live in 

fear of. walking down thel hall and walking into some fatal, 
senseless dispute"? They/ can't. If we can't even guarantee
children, parents, and teachers that they,. will be safe in SChool, 
any new and innovative ways of improving our education system will 
be useless. I

I 

; 
. 

Is this the way our nation becomes competitive? Is this the 
way we prepare for the ~ext century? NP' 

I ri. GUNS AND HEALrH CARE 

Let me turn to thel cost exacted by guns to our health care 
system. I , 

Gun-.related violen'ce is choking city emergency departments, 
hospit~~. resources, andl indeed our ent;r~. healt}:l"qa;:~ system. We 
pay dearly -- not only 1n terms of monies, but in terms of 
I. f Iprec:l.ous tl.me and resou;rces -- to patch up those who have been 

shot by a gun. Often, ~he more seriou~ the wound, the higher the 
costs -- and the highe~ the likelihood! that the person won't make 
it. Bone-shattering, ~erve-cutting gu~Shot wounds and gunshot 
deaths place incredible stress on our health care system and are 
major contributors to ~ts escalating costs. '.

I "! 

What are the health care burdens :and costs associated with 
gunshot wounds -: Let's itake a look at ,the number of firearms 
deaths and firearms injuries. 

I 

How many firearms~related DEATHS ,do we suffer each year?
Thousands: about 60 pe+,cent of the 23,;000 annual homocides are 
~irearms-related, and 75 percent (or ~round 10,000) of these 
:l.nvolve handguns. And,these account only for those deaths that 
are willful and intentr0ri8l' adding iri the acci~ntal firearms 

I 
5 

I 
I 
I 
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deaths boosts the annual number by another i percent (or 1,SOO) . 
I

Now let's turn to firearms INJU~IES. According to a 1991 
General Accounting Office estimate, every year more than 65,000 
persons -- 180 per day -t are injured s~r1ouslyenough to be 
hospitalized for firearms injuries. About 12,250 of these are 
estimated to be victims of accidental injury; the remaining 53,000 
or so are thought to hav. received intentional injury. 

(I want to again eJphasize here th~t handguns play a 
particularly prominent rble in firearms Ideaths and injuries. In 
1990, handguns were the ~eapon used in ~t least 10,000 murders, 
which is about 43 percent of ALL murders. As for handgun 
injuries, an estimated 1'5,000 persons are shot and injured by 
handguns during the cou~se of a crime; yirtually all -- 9S.S 
percent -- of those wounded required medical attention and care.) 

~hese injuries Pla~e a huqe burde~ on health eare provid~rs.
"We used to see one or two major trauma' victims a day ... usually 
car accidents or falls, 't says the chairman of the emergency 
medicine department at ~ major California hospital. "Now, we see 
probably four to eight ~very day, and of those, 30-40 percent are 
gunshot wounds or stabbings ... The other evening, we had five 
gunshot wounds in threelhours, and theiages were 12, 15, 16, 19, 
and 22." An emergency room doctor in New York adds: "Knives are 

I ' passe. Today, everybody has a gun ... As proud as lam of the 
advances of trauma technology, I must tell you that the weapons
technology has outstripped our therapeutic skills." 

I I· 

Emer.gency rooms arid hospitals proividing trauma care are 
reeling from the added idemands of gunshot Victims t.o the 
overwhelming caseload t'hey already carry. One-third of community

I ,
hospitals now are repo,ting "emergencYI department gridlock" at 
least weekly. Gun woundsI ...increaSingly: contribute to this~urmoil- .. . " 

No wonder the Ame}ican Medical ASSOCiation, ~he American 
College of Emergency Physicians, andt:he Emergency Nurses 
Association all endors~ handgun contro'l provisions. Their members 
have the grisly job of cleaning up the bloody mess of gunshot
wounds. ; 

The financial drain caused by this earnage is staggering. A 
1990 Bureau of Justicel Statistics report concluded that 68 percent
of victims of handgun injuries incurred during a crime required 
overnight hospital car,~; 32 percent remained in the hospital for 8 
days or more .. Hospitails are among thcr most expensive venues for 
health care services in our system!I . 

Hence, ~he co~tslassociated wit~ gunshot wounds are 
tremendous. Ei9ht years a90, data compiled by three researchers 
at San Francisco Gene~al Hospital caltulat.ed that the hospital 

G 
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bill for patching up guns~ot victims -- 80 percent of whom had 
handgun wounds -- ranged trom $559 to $6~,4iO per patient. The 
average cost was $6,915; jnd the.8verage ;stay, 6.2 clays. 

Recent data, cornpile,d in the past few years, reveals even 
greater costs: the American College of Emergency Physicians 
reports that based on dat~ collected at • major hosp!talduring
the 1989-91 period, the cost per qunshot ;'victim ranged from $402 
to $274,189. The average! cost? $9,646.i The average stay,? About 
7 days. Another study, conducted during 1988-90 at the University 
of Arizona Emergency Med~cal Research Center, concluded that 
gunshot costs ranged frorrt $9,800 to $125,300 per victim. Aqain, 
the average cost per gun~hot victim was high: $16,704. 

Think of that: if tte average cost ,is $16,704, and the 
estimated number of tota+ gunshot injuries is 65,000, the annual ~ 
cost of hospitalization tor firearms inj,ury is at least $1.1 ~ 
billion. And this amount;. does not inclu'de additional charges, . 
such as those for physic~an services, ambulance services, follow-
up care, and rehabilitation. ' 

I . .
This is an importan~ point: health; care for qunshot victims 

does not stop when they are discharged from the hospital. For 
some, it is just the beg~nning. In toojmany cases, the bullet or 
bullets cause permanent damage for which intensive rehabilitation 
is necessary. ' 

Thus, up the costsigo again. Since firearms are responsible 
for a substantial number. of all traumatic spinal cord injuries,
let's take as an exampl~ spinal cord injury rehabilitation. At 
one typical rehabilitat~on center specializing in spinal-injury 
treatment, a full 35 peicent of the spinal patients are qunshot 
victims, second only tolthe 40 percent bf auto victims. The . 
center's daily -- , , . careOAILY 1-- per patient rate.fo}: is $1,500. 

I . ,
How many days do t~ese patients s~ay? Depending on how fully 

or cleanly the bullet has severed the spinal cord, the spinal 
injury patients suffer partial or complete paraly~is. Paraplegic, 
or partially paralyzed, Ipatients usual~y receive around 75 days of 
care, during which timejthey receive intensive occupational and 
physical therapy. Cost: $l12,500. Quadriplegic patients, those

I .
paralyzed in all four lImbs,· usually st;.ay for 5 months. Cost: 
$225,000. This cost 15/ incurred in addition to the S100,000 that 
is commonly required fOr acute care of:such serious injuries. 

Amazingly, and sadly, fully half of the gunshot spinal injury 
patients are under age :25. .' I 

When you add up the costs, from the initial emerqency room 
care and accompanying ~ospital stay, to the ambulance services, ~ 
follow-up visits, and rehabiliation treatment, the overall cost of ~I 

I : 
I ' 
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I 

firearms to our health ca,re system is colossal: an estimated $4 _it. 
billion, according to the,1 Chair of the 1991 Advisory Council on ~ 
Social Security. 'i , 

'I ' 
Who pays this monumental b111? WhO else? -- the taxpayers. 

An estimated 86 percent of the staggering costs associated with 
Ifirearm injury are paid by government sources. 

. I . : ' 
What people just dO*'t seem to rea~ize, or to think much 

about, is that guns are as significant a l cause of harm, and 
expense, to individuals as are motor veh:icles. We hear quite 
often that injuries are ~ leading cause 'of death in the U.S., and 
that motor vehicle injuries account for 'a significant' portion of 
these injuries. Yet most don't realize ~hat guns rank right up 
there with motor vehicles. 

"I : 
According to data cpmpiled by the injury Prevention Network, 

32 percent of all fatal injuries are caused by motor vehicles; 
firearms follow in second place with 22 lpercent. Combined, the 
two account for over half of all injury~related fatalities in the 
United States., ;J 

I ' ,
In fact, in 1990, flirearms overtoo~ mo~or vehicles to claim 

the dubious honor of being the leading cause of injury-related 
death in Louisiana and (for the first time) in Texas. In other 
words, gunshot wounds inlthose two states cause more deaths than 
automobile accidents. And while the incidence of motor vehicle 
deaths is going down, that of firearms ~eaths is going up. 

Let's face the facJs: guns cause g~eat physical damage. That 
damage, in turn, is forcing the ever-rising costs of health care 
up, up, up. I

i 

,III. SUMMARY: WHAT CAN WE DOt 

In sum, we have scJred children, 
have terrible, bloody v~olence, and we 

Ihealth and societal costs. 
I 

It's time to wake up. This is a 

~e have scared parents, we 
have terrible.un-related 

I 

matter that affects all of 
us. There are many wholthink: "Well, that gun problem is limited 
to thuggish drug dealers killing other drug dealers, and anyway, 
it only happens in thos~ low-income nei'ghborhoods."

I 

To those who comfo~t themselves t~at this is someone else's 
problem -- a low-incomelneiqhborhood'sproblem, an urban problem, 
a minority problem -- to them I say, ~~ake Up!H We all need to 
care, and not just beca¥se the problem .is spreading, but because 
we're talking about children to whom we as a society have a 
responsibility. ! 

B 
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Other industrialize~ nations do not; tolerate h~ndgun 
slaughter. Canada, Whic~ like the O.S. has a Wild West, pioneer
heritage, has stronger qun control laws and an annual firearm· 
related death rate of around 1,400 -- only about 180 of which are 
gun homicides. Those st~tistics are muc~ higher than those in 
European nations, but th~y are negligible in comparison to Our 
23., 000 firearms murders. I As for handgun~, less than 300, 000 
Canadians own one. We Americans own 66 million, and if handgun
manufacturers like the Jennings family have their way, we can look 
forward to being flooded with thousands more cheap $35 models in 
the near future. ' 

Guns cause terrible damage in this 'country, yet we do little 
to prevent it. Have we simply become accustomed to thekil11ngs? 
Are we compliant witnesses to the '"'terrible stillness of death" -
as one witness to a viol~nt shooting called it -- now being hea~d 
around the country? I I 

I think -- I know -~ that this cou~try must not be. We are a 
caring nation; a nation of people who ar,e appalled at these acts 
of devastation. We must Inot become inoc!ulated to such violence. 

I am going on recorp today to say that more must be done -
and I'm talking about me*sures to restr~et the ineredibly,
ins,anely easy aceess to guns in this eOll;ntry. I am working on a 
proposal that I consider Ito be the best solution, and intend to 
present it to my colleagues shortly, in 'the coming weeks. It is 
time to act. We cannot 90 on this way. : , 

I 

I 
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John H. Cha/ee 

Ban Handguns! 
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SEN~TOR JOHN CHAFE~ (R-RI) 
HEALTH EQUITY AND ACCESS IMPROVEMENT ACT (S. 1936) 

overview: 

Tax change for individuJls and businesses, reformed insurance 
regulation for small businesses, purchasing groups for small 
businesses, pre-emption!of state managed care laws, optional 
state expansion of Medicaid to cover low-income individuals, 
medical liability refo~s. 

Major Elements: 

Would expand access through: tax credi~s for individuals to use 
to purchase health care \services or in~urance and for businesses 
which begin to cover emp1loyees and dependents; tax deductibility 
of health insurance prem,iums; state options to expand Medicaid to 
cover low-income individuals; expansion of funding to community 
health centers and to other rural healt:h care delivery; reforms 
of insurance regulation. I1 

Would reform the medical! liability syst~m through Federal pre
emption of state tort laws and would cr~ate systems to encourage 
early settlement of dispiteso I 

Would encourage managed care arrangements through tax credits and 
preemption of state antirmanaged care laws. Would emphasize 
primary and preventive care through tax-credits to providers and 
increased authorizations I to community and migrant health centers, 
which focus on primary care. 

Would create purchasing ~roups and would reform regulation of 
insurance for small businesses. Would create a waiver board for 
Medicaid, Medicare, and ~HS grants for state-wide demonstration 
programs to increase delivery of care, control costs, and assure 
quality. 

Financing: 

No financing mechanisms are included. During the 11/7/91 press 
conference, Senator Chaf~e estimated the cost of this bill to be 
$150 billion over 5 year~, including the cost of the tax credits 
but not including off-se~s from preventive services. ' 

Groups Affected: I 
I 

Small businesses and emPl1\Oyees, insurance industry, low-income 
individuals currently not covered by state Medicaid programs,

lStates, plaintiffs in malpractice claim~. 



. . 

cost Containment: 

No explicit limits on s~ending. Would:contain costs through 
liability reforms, managed care arrangements, purchasing groups 
for small businesses, and preventive care. 

Quality: 

Would pre-empt state managed care laws that limit utilization 
r~view. Waiver board could approve de~onstrations to assure 
qUality. Would reallocate provider licensing fees to agencies 
responsible for licensirtg and disciplirie and would grant immunity 
for state health care p~actitioner board members. Would require 
states to have risk management programs and would redistribute 
awards for punitive damages to a fund to provide resources for 
disciplining and for cortsumer protections. 
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SPEECH BY SENATOR JOHN H. CHAFEE 

The Amer1~an Health Care Association 


Washington, D.C. May 12, 1993 


Thank you for including me in your symposium. Your agenda is 
an impressive one -- you should come away from this conference with 
a g~od senEe of the direcfion health care reform is taking, as well 
as how nursing homes Will, be affected. 

Health Care Refor.m ~ill prove to be the most arduous and 
dramatic domestic policy pndertaking in the last fifty years, and 
it will affect all Americans. The American health care system has 
considerable strengths, b~t it also has distreSSing flaws. 

, ' I 
What are these flaws? Seems to me there are three. First, 

the cost of health care rind health insurance is becoming a mounting 
burden on many individual1s and our national budget. Individual 
premiums, copayments and icharges are soaring. The government'" s 
share of the health care ~bill -- $230 billion in fiscal year 1993 
represents a full one-sixth of all federal spending. Notan 

auspicious fact for defieit hawks. 
I 

You know the statisJicS% America spent $752 billion on health 
care in 1991 -- 13.2 percent of our GOP. ,The Health Care Financing 
Administration projects that, left unchecked, U.S. health care 
spending could climb to ~2 percent of GDP by the year 2030. While 
in 1991, per capita spending on health care was $2,868-- in 2030, 
it would could be as much as $48,000 for every man, woman and child 
in Americal The nation 6annot sustain these costs. ' 

, Second, appropriate/mediCal care is simply unavailable to 
millions of Americans. We are pretty familiar with the 
discouraging gaps -- 37 ~llion of our fellow citizens are without 
medical insurance. In a~dition, many pOor and disabled who are 
covered by insurance -- I am referring to Medicaid -- have 
insufficient health carel because there ~e no doctors to see, 
especially in rural and ~nner city areas. 

And third, because businesses must ,include their large 
employee health benefit ~xpenditures in;the price of their 
products, health care costs are eroding ,our competitive position 
internationally. It waslreported in last Thur8day~s (May 6) New 
York Times, Robert L. Ozment, director of insurance at Ford Motor 
Company, said his company spent $1.35 billion, or 19 percent of 
payroll, on health benef1its for act!ve workers I retirees and 
dependents last year. "~hat is more than the $1.1 billion that 
Ford spent on steel, to he said in an interview. ' 

. I ' 
What is the answer~ The answer is that we all need to change. 

Providers will need to make changes in ~e way they practice
medicine, and we as consumers will need to accept changes in the 
way we qet medical care_j, . 

It is difficult for me to discuss the details of the 
I 
I 

1 
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President"s plan, as many key decisions have yet to be made. You 
are fortunate to haveJuay Feder here later this mOrningl to shed 
s~e liqht on aelLberations at the White:House.

I .I 

I 
 will fill you in In the Republic~ plan. 

You may know that in July 1990, I ~s asked by Senator Dole to 
establish and ohair a Ta.k Force to help, all Republican Senators 
develop expertise on ourlnation"s complipated health care system, 
and to begin the search for solutions to; the problems that plague
it. Thirty-five Republi'can members of the Senate are and have been 
participatinq in the end~avor. 
. I 

. After a year of wor~, in the fall of 1991, I lIIa.S joined by 
twenty~three of my Republican colleagues in introducing legislation 
that we believed was an achievable firs~ step in re£orminq our 
system. That program included insurance market reform, the 
establishment of small gt-oup purchasingiorqanizations, medical 
liability reform, repeal Iof state mandated benefits, repeal of 
state anti-managed care ~aws, creatinq equity in the tax code,
red.u":::tion of administrative costs, exparl.sion of community health 

Icenters, and other elements. ,
I ' 

Soon after intioduJtion, however, I and many of my colleaques
\fere concerned that. our bill did not do; enough to control health 
care costs. We have sp~nt considerable,time discussing cost 
contaimr.ent options, and many of us believe that a managed. 
competition approach is ithe r01lte to taJte. 

It is a bit awkward for me, as the leader of the Republican 
group, to divu,lqe the precise details of our plan, while I am. still 
trying to build and maintain consensus behind a strong idea. So I 
will avoid premature disclosure right nOW, but will give you an 
indi.cation of what our proposal will 10,0k like by outlining the 
pitfalls likely to be encountered by any reform proposal. I do 
think it is fair to say/that our hill will focus less on "managed,"
and'more on "competition."

I
Obstacles to enacting a health care reform proposa.l will not 

he found on the Republican side of the iaisle. ~e potential for 
tr,ouble is evident in tpe fact that, a~though the Democrats have 
controlled both houses of Congress since 1986, any consenSUS on 
health care reform has and still· eludes them. When the President"'"s 
plan -- which we anticipate to be based on managed competition, 
wi~~ some form of external price contr61s-- is presented to the 
Senate, you will surely/I see objections,fram a number of Democrats. 
There may ~ell be some in the liberal and some in the conservative 
wing of the party who will not be able 1 to support it. ' 

I I
In neither house of Congress have. the Democrats been able to 

coalesce around a sing~e health care refor.m proposal. Although the 
DeJnocratic leadership in tlle House and, Senate, for the time being I 

are deferring to the President on this issue, there is still 
Isupport among many Democrats for other types of reform. 

2 
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I 
I iIn early March, a gr,oup of 4: Democratic Senators and 54 

Democratic Members of thel House introduced a Canadian-style, slnqle
payor bilL This same group disavows the managed competition
proposal which is the baslis of the Presiq.ent" s refo:an package. 

On the other hand, JricecontrolS and mandatory employer 

contributions wiil cause ~llion amongst the conservative 

Democrats, with their smaill business constituents. Thus, for any 

program to succeed, bi4isan cooperation is required. 


To me, the managed competition approach has appeal because it 

allows competition withinl set boundaries lof benefits and with 

standards for insurance. I ; 


Proceedinq with managed competition is going to present all of 

us with some extremely tohqh deciSions, however. 


For example, managed! competition re~olves around.8 Single

uniform benefit package which will be applied nationwide. Who will 

set· that package -- congr~ss or a Federal Board? More ~portantly 

to you,· however, is the i~sue of whether'or not long-term care 

coverage will be included. 


. Both Democrats and Jepublicans would like to address the· 

isslle.1 and both parties are considering a: number of options.

Clearly, cost will be on~ of the biqgestifactors in deCiding how or 

whether long-term care is, included in reform. Republicans would 

like to Bee long-term car~ provided in the private sector for those 

who can afford to purchas~ long-term care insurance. 


I • 
Toward that end, we lare considering'changes in the tax code 

and in insurance marketing practices in an effort to encourage 
individuals to purchase insurance, and to encourage insurers to 
market long-term care prqducts. Can we deduct the cost of acute 
care insurance - it~8 no~ clear about th~ deductibility of lonq
term care insurance. JUS~ how we will deal with low-income 
populations has not been resolved. , 

Back to managed comJetition.•• iS corigress willing to limit the 

amount an employee can c~unt as a tax-fr~ fringe benefit? It is 

not so politically difficult to limit employer deductibility of 

heaith insurance premiumsl_ But capping ~ployees is a different 

story. The tIAW will hardly rise and cheer for that! Yet tax 

examptions only for the ~alue of the stL~dard benefit package is at 

the heart of managed comp,etition. : 


What, if any, will Je the contribution required from the 

employer? President Cliniton seems to have advoc~ted that employers 

pay a substantial amount of the premium, : maybe 80%_ That will have 

a serious impact on smal] businesses. We must be cautious in how 

we approach this issue. I 


More tough decisions. Will we 'be willing to undertake medical 

3 
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liabIlity reform, which is critical to btingill9' health care costs 

~der control? ,I believel that it must, ~ included. 


Are Americans willi~g to accept a h~alth care system which 

would limit choice through managed care? 


What happens to MedJcare, Medicaid,: and Veterans health 

programs under managed c9mpetitiOn? Are: these all changed to 

conform to the standard package? My choice would be to phase these 

populations into the s~ program as private patients. 


Are we willing to rJise taxes to f1D.ance care to those who . 

remain uninsured? .1 


Many of us worry th,t the costs of ~ealth care reform are not 

being considered adequately as the President presses ahead with his 

economic recovery programs. He is tapping a variety of new or 

additional sources of reJenue -- such as, increasing the personal 

and corporate rates, extending the Medicare payroll tax, makirig 
cuts in Medicare benefit~ -- but none of this money is for health 
care reform,. which has ~en projected. to: cost as much as $100 
billion per year when fully implemented. It will all be absorbed 
by the time health care feform comes al~ng. 

On top of the great/need to find a :way to finance a health 

care reform proposal, Members of the Senate Finance Committee also 

must grapple with a budget reconciliation bill in the cOming 

months. We are charied. *ith finding $35 billion in spending cuts 

within our Committee s jUrisdiction. The bulk of these cuts will 

likely come from Medicarr' and to a lesser degree -- Medicaid. 


I ' According to the Congressional Budget Office, ~~ can achieve 

$1.75 billion over the next five years by tightening Medicaid~s 

esta1:e-recovery processe~, and limiting ,the ability of individuals 

to trarlsfer assets in order to qualify for Medicaid long-term care 

coverage. I would like to be able to tell you not to worry about 

the elimination of return on equity pa~entsl but given the level 

of cuts that must, be achieved, I wouldn'7t cOWlt anything out until 

the ink from President Clinton~s signature is dry.


I 
In addition, there fLre a nwuber of· spending i tams that many of 


US would like to see inciuded in a budget reconciliation paCkage, 

not the least of which is the eliminatiQn of the 3-day hospital 

stay requirement. Needless to say, this is going to be a difficult 

year. I : 

Back to the thorny issues of health care reform. Perhaps the 

most politically volatil1e issue of the health care reform debate 

will be how to contain costs. On one end of the spectrum we have 

pure regulation -- pric~ setting for physicians, hospitals, and 

other providers. On thel other end we have plans relying on pure

competition and consumers to control costs. 


Although president /Clinton has embraced the concept of managed 
competition, he has stated that he will: also use a nationwide 

I 
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budget to contain health care oosts. The Republicans oppose this. 

If total medical expenditures are c~pped and the oaps are 
enforced, difficult decisions would have' to be made about what 
services would be covered, who would benefit and how ,quickly. The 
word "rationing" emerges 1 Clearly, und~r such a system, Americans 
who now enjoy unlimited coverage would experience same reduction in 
benefits or services. 

There will be a biqpush this year ;to qet health care reform 
enacted, but I fear one year may be an overly optimistic goal. 
However, I do think it is pOSSible to qet the deta.ils worked out 
and build a consensus and achieve passage in 1994. 

I I 
Regardless of the cOmplexion of the ultimate reform package 

whether the managed com~tition model sUrvives, or we turn in some 
as yet unforeseen direction, one thing is certain. In order to 
bring national health spending down, we :need to bring about a much 
greater emphasis on prev~ntive medicine,; including education about 
healthy behaviors. We absolutely have to convince people not to 
abuse alcohol and druqs, Inot to smoke, ; 
nc,t to drive fast, not to own guns, always to wear seatbelts and 
motorcycle helmets. The/gargantuan exp~nditures caused by these 
avoidable practices have to be curbed. HAndgun injuries alone cost 
$4 billion a year, not inCluding rehabilitation servicesl Any 
health care leqislation ~ill certainly reflect that shift in focus, 
to some degree. I : 

I am one who has believed all along ~hat it 1s possible-- in 
fact, ~perative -- topht political pa~tisanship aside and develop 
a sensible health reformlPackage that w';ll meet the compelling
needs of our nation. This is a thrilling moment in our country"'s 
history. 'rIle political ~ill do something momentous and worthwhile 
is :there. We must not a1llow this oppor~unity to pass. 

Thank you. 
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'Lr " _... 
Speeoh by i 

Senat.or John H. ;Chafea 
Rhode Island College - Department of Nursing

i April 8, 1993 

Thank you for giving me. th~ opportunity to join 

you hare this eVenirq. Health !: care reform will be 

one of t.he most imp,ortant issues we address in this 
'\ I

decade. Bow we deall with the problem of rising 

cosi:s and i:he availla.bility of quality serviees will
I ! 

have 'a major impact on eve:y as'pact of our lives for 

decades to come. 

I 

The outcome of fhiS d~bate :Will determine , 

whether or not everyone has acc~ss to basic health 

eare services, whieJ' services will be' provided, 
, I 

It may also determine 1:.he'when, and by whom. 
I 

ava.ila.bility and ap~lieation of teohnologies in our 
I 

health ca.!:. system. \ 

\ 

Second, the outc:ome of this: debate will 


significantly affect I 
I 

the economiic future of' our 

I 

nation. For every dollar we spend on, health care, 
I .' 

we have one dollar less 1:.0 spend on food, housing, 

aduc:at.ion or other nl\eCessities. : Unless we qat 

control of health 'care ooste and. particularly, on 
\ 

federal spending on health care,; we will never be 


able to control our qrowinq federal deficit. And 
. ' 

unles s we control the deficit, ~ur children and our 

qrandchildren and qrrat.-q"andChi~dren will be paying 

,our billa for qaneratiions to come. 
, I 
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Clearly, if you look at the polls, there is a 

pr.ofound differenoel between reforms being discussed 

in Washington, and what the Amorioan public wants. 

Accordinq to polls, Americans do not want the, 

government providing health car~ . They do want the 
Igovernment to control costs, but. not if it means the 
i 

government rations healt.h servi'oes or limits t.heir 
I 

freedom to ohoose t:heir own dootors and hospita.ls. 
\ 1 i,I n general, Americans wou d like t.o see employers 
\ ' 

pay for health inau'rance for their employees, but 

not if it mean8 lOAf jobs. " 
I 

\ I
No single proposal can meet. all these 

expectations. A C1nadian-stYle" sin9le-payor 

proposal will provide universal: access and will 
\ . . . 

control oosts, but gives the government more control 

than people are Wil~inq to aooept. In addit.ion, it 

may limit services io some individuals. who currently 

have unlimited accesl t.o health '!ears . 

•- 1 

The Senate Democrat.ic leadership introduced a 
I 

bill last year whioh 
\ 

requires bi;lsinessQs to provide
I 

health insurance or pa.y a tax. That plan -enjoyed 

little support becauJe of the conoern' t.hat such a 

proposal would hurt. Ismall busine:ssEls and could cost. 

t.housands of jobs. iA furt.her criticism was that.. it 
I I 

did little t.o control eosee. 

In July 1990, ! was asked the Senate Minority· 

Leader, Bob Dole, t.o establish and ohair a Task 

2 
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" . I 
Force to help all Republican Senators develop

I 

expertise on ou: nation I s complicated health care 

system, and to beg~n the search for solutions to the 

problems that plaqu:e it. Thirty-five Republican 

members of the Senate are and have been 
i 

participat.inq in the endeavor. 
I 
I 

,After a year work, in the fall of 1991, I was 
I 

joined by twenty-thiree of my Republican colleagues 
, I

in .' introd.ucing leqi~lation that, 
I 

we believed was an 
I 

aehievable first st~p in reform~nq our system. trhat
I I ' . 

program included a series of refoms that we're
I ' 


intended to make health insurance more affordable toI I 

individuals and sma.+l businesses, to guarantee that 

when a person chanqJs jobs he o~ she can still get 

covered, t.o reform ~edieal malp~actice laws, to 

eneourage the use of 
\ 

primary and 
' 

preventive care and 

t.o· build on existinJ public pro~rams such as our 
\community health centers. 

I 

Soon after intro1duction, how:ever I I and many of 

my colleagues were c,oncerned that our bill did not 

do enouqh to contrOl\ health car~ costs and to 

guarantee access to health care services. We have 
'I 

I 

! 

spent considerable t:ime discussing cost containment 

options and many of us believe i that a managedI 

competition a.ppro~ch is worth pursuing. 

IThe political landscape' has: chanqed profoundly
I 

since last year. T~e need for affordable I 
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\ 

accessible, appropriate health' care for all 
. . I : . 

Americans has moved to the front. burner I and is 

about. to boil over.\ We now hJve a. Demooratio 
\. \ . 

President. The Democrats· oontinue to control bot.h 
1 

president't Clinton has promised 

to have a health oare reform p~oposal to Congress by 

May. 1,alth~ugh t.h~\t datti! is slipping- The 

President is supporiting. a so-c~lled manaqed 

competition bill ana would lim~t total spending· on 

Houses of Congress. 

, I . 
I.health care. [ 

What is managed, competition? 
\ 

In 
I ' 

individuals and small businesses would be able t.o 
. , 

purohase health inshrance throu~h large purchasing 
I 

groups. They wouldtharefora ha.ve the same 
I 
1 

purohasing power as .. large companies such as GM or 
: ... 

Chrysler _ Individua\lS such as ;th8 self-employed and 

employees of small ousiness would select from a manu 
. I 

of health insurance. \Plans that. ~ould be offered 

through the purchasing group_ 
1 . 'I . 

. I 
'To ma, thQ managedoompatit';on approach has 

. I i 

appeal' because 'it alJlows oompat.i(:tion within set 
. I \ 

boundaries of benefJ..ts and standards for insuranoe. 
i\ , 

. I'\ . .' 

i 

i 
Prooeeding with managed competition is going to 

present all o~ us wibh some extremely. tough 

decisions, however. 

! 
.! f

For example, managed eompatl.t.l.on revolves around 

i 

I 

\ 
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1 

a - single \1ni£o::=. benefit packaqe which will hI! 
i

applied nationwi'de. Who will set. t.hat, paokaqe 

Conqress or, a Fedar,al Soard? 

How will managed competition affect self-insured , 

ent.ities, which are currently exempt. from any state-
i ' 

mandated benefit. packages? Mosit of these entities 

.', \ ' , 


are prob ably un.1.onl.z,ed. One of their moat l.mportant 

collective barqainin~ chips -- :;t.ne benefit packaqe & 

cos t 8 h arl.nq' requl.remen· [- t s -- Wl.'. '1' 1 b e t h reat. ened ".cy 


the managed compet.iJion approaoh.

I ' 

Is Congress willi-nq to limit the amount an 
I 

,employee can count alB a tax-free fringe benefit? It 

is not so poli-tical~Y difficult: to limit employer
I : 

deductibility of hea1lth' l.nsuranc'e premiums. Onder 
' I 

\ i
this approa.ch if employees choose t.he most expensive

I ; 
plan, they will pay itaxes ona ~ortion of that 

ipremium. 

More toUrrrl deoisions. Will iwe be willing to 
~ , I 

i 

undertake medical liability refo~m, which is 


crit.ical t.obrinqinq health oare: costs under 

I 

control? 

What, if any, will be the ,oontribution required
, I : 

from the employer? President ellinton has advooated
I I 

that' employers pay a \ substantial \ amount of the 

premium, maybe 80% ." ,\'l'hat. will h~ve a serious impact 

on small businesses. \ We must be· oautious in how WQ. 
I I, 
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i 

I 

,I 

approaoh this issue. Given the' 
I 

stat8 of our economy, 
\ I 

in R.hode Island, lIdo not think that we can, afford 

healt.h care reform ~t. t:he cost :of jobs. 

I 
I 

Are we ~illing . Ito raiaa taxes to finance care to 

t:hose who remain uninsured?, 

! 
What happens t·o\ Medicare, Medicaid, and Veterans 

\ ' 

health programs under managed c!ompetit:ion,? Are 

t.hese all changed t:b conform tol the standard 

package? 

Perhap" the most.· politically" volatile issue of 

the health care refdrm debate will be how to cont:ain 
, I h : hcosts. On one end of t e spect:rum we ave pure 

regulation -- price \ sett.ing- for: physicians, 

hospitals, and other \ providers. :! On the other end we 

have' plans relying In pure comprtition and consumers 

to control costs. 
, 

, I , 
Although President Clinton has embraced the 

concept of managed crmpetition,. b,e has stated that 

it will also use a nationwide budget to contain . 

health care costs. \That presumably will be broken 
I ! 

down into a maximum ~mount for e;ach state. Coming 
\ ~ 

from Rhode Island where we have ~ tradit:ionally 

received minimum fedJral' alloeat~on of funds, and 

low reimbursement rat~s under Me4icare, I am very. 

worried about the impact on our "tat:e. 

, 
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Racani:ly, we hlve heard i:~a White Bouse talk 
. I. i 

f""-ll_ ....c...... u 

about. price freezes on healt.h :oare services. . While 

it. sounds appe&linJ 1:0 freeze iprices for dootors and 

hospit.als, t.hat. tr~nsla1:es to \waqe fz;eezes for 
I· 1 

hospital sta££, nu~ses, and ult.imately could affeot. 
I . i 

those who supply goods to doctiors and hospitals. 

This couldtranSlatr into a va~y real problem with 

respeot. t.o our fragile local eoonomy. 
I 

The real test will come as! people realize that 

if t.otal medical eJpe~diture8. are capped and the 

caps are enforced, difficult dacitd.ons woula have t.o . i 

be made about what services would be covered, who 

would benefit: and how quickly ~; The. word· "rat.ioning-" 
.\ .: 

emerges. Clearly, lunder such .. system, Americans 
1 .!. . 

who now enjoy unlimit.ed ooveraqe would e"perience 
\i . 

some reduotion in benefits or s:ervices. 

There will be a big push this year to qet heal1:h 

care reform enaot.ed, but I fear i one· year may be an 
I 

overly optimistic gOfll. However, I do t.hink it is 

possible to get the Idet.ails wor~ed out and· build a 
. . I • .-. 

consensus and achieVi9 passage within two years. 

I am one who has believed all along that. it is 

poaaible in fact, imperative I -- to put political 
I 

partisanship aside and develop a sensible hea.lth 

reform paokage that. kill meet a1: least. some. of our 
. . 'I . ~ . . . . 

.ftaads. Most· in con~ress aqreethat we. should move 

forward· on this iS~u~.· . The political will is· the're,
I . . 

I 
I 7 
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...... ,.. I .... , 
,~. Iand I· believe that we will see! significant health 

care reform ,i£noi: this YQar, before Congressj 

Iadjourns in 1994. 

. , 
I 
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SENATOR JOHN 

BUILDING WASHINGTON D.C. 20510-3902 567 (202) 224·2921 

SPEECR BY SENATOR JOHN H. CHAPEE 
\ Meet the Ilealth Care Policy Makers 

Washington; D.C. June 25, 1993 
\ 

Good JIIOrning. I appreciate the opportunity t.o discuss my work 
on healthi care refo:cn with you. 

I ha~e studied your proqram. The word comprehensive aeelllS an 
understatement. To be honest, I am not sure I can think of twenty 
minutes concerninq health care reform that won't be repetitive for 
you. \' ' 

I
You have heard from two Administration representatives. You 

know, I wOUld be curious whether you feel they "agreed on anything I 
I 

You have heard from two of my Republican colleagues in the 
Senate, wtlo have been deeply embroiled in the efforts of the Senate 
Republica~ Task Force on Health Care. 

I • 
You are hearing from three Democratic Senators, who hold a 

·wide rangelof positions on reform -- some are advocates of the 
Canadian-style, aingle-payer system. 

, '\ 
You have heard from one of the leaders of the Conservative 

Democratic\Forum in the House of Representatives, who has 
introducedia very credible proposal, based on managed competition. 

I 

And, you have heard from the Chairman of the Ways and Means 
Committee, \who has been through numerous drills like this one 
before. He has a unique sense of history concerning how such 
contenti~u5i and far-reaching i~sues can be resolved through the 
Congress~onal process. 

, You halve certainly gotten a thorough schooling. I must say I 
am gratefull to the conference organizers for giving me this 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 some hope for 
my speechl I ' 

Now, t9
1 

outline for you the Republican solution to the health 
care cri&i&lin this country. You mey know that twenty-three 
members of the Senate Republican Task Force on Health Care, which I 
chair, introuuced an initial reform bill in 1991. We are firmly 
committed t9 many of the elemen~s of that bIll, and have. included 
them in the ,measure that we are now poised to introduced. Among 
them are. i 

i1. Insurance market reform. No longer will insurance companies be 
able to seleet only the healthy for coverage.

I 
2. The establishment of 8mall group purchasing organizations, to 

allow individuals and small businesses to pool their risks and 

~esources --!giving them the same clout as large companies when 

buying health insurance. . 


I 
I 

3. Medical liability reform. Doctors and hospitals have to carry 
backbreaking- :maipracdce premiums -- and ;we ultimately bear 'thoee 
'costs in Our health in,urance or doctors fees. We have to change
the way IMlpr'~ctice litigation work•• 

4. Repeal of\ Btate mandated benefi~S and state anti-managed care 
laws, to encoUrage the development of managed care initiatives - 
ranging from simple hospital pre-admis.ion screening to full scale 
HMOs.! ' 

I ' 
5. creating equity in the tax ODde, to guarantee that all 
individuals, and the self-employed, can deduct 100' of their health 
insurance costs. As .it etands, employer-provided health insurance 
is tax-free, While health insurance purchased individually must be 
bought with after-tax dollars. The self-employed can deduct only 
25\. This is ia glaring inequity which absolutely must be 
corrected. I 

I 
I 



I 

I 


I 

I 

I 
i . 

6. Redudtion of adminiBtratl~e coat.. It 1s eltimatad that 17 

cents on \the health care dollar goes to paperwork, and the time 

health professionals spend filling out forms in triplicate. It 

stands to'rea50n that we can save a bundle by paring down these 

costs -- 'even with a simple solution like creating a standard 

ineurance\ form. . : 

7. Expaneion of community health centers -- to get negded care to 

those in Underserved areas. . . , 


B. Graatkr emphasis on preventive care. This is the principle on 
which Health Maintenance Organizations operate: if you keep people 
healthy w~th routine check-ups, immunizations, and screenings, you
avoid costly health crbes. . 

I 

Regatdless of the complexion of the ultimate reform package, 
one thing lis certain. In order to bring national health spending
down, we need to brinq about a much greater emphosie on preventive
mediCine, iincluding education ,about healthy behaviors. I know you
will agree, with me that we absolutely have to convince people not 
to abuse a,lcohol and drugs, not to smoke, not to drive fast, not to 
own guns, always to wear seat belts and motorcycle helmets. The 
gargantuan\1 expenditures caused by these avoidable practices have to 
be curbed. Any health care legislation must certalnly reflect such 
a shift in\ focus. , 

Let m~ digress for a moment to 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. 

I 

I 
First~ let us reoognize the alarming impact of handguns on the 

health care system. . ' 

HandgJn violence is nothing less than a national public health 
emergency. i More than any other weapon, easily concealed, readily
available handquns are wreaking havoc on our society. 

IEach ~ear, handguns are used to commit 80 percent (11,400) of 

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

individualsl, many of them children, are killed accidentally by 

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

seven gun injuries.


I . 
The health care costs associated with gunshot wounds are 

staggering.: Researchers calculate that the per-patient cost of 
hospitalitation for gunshot wounds averages $13,200, with costs 
ran~in9 fr~ $800 all the way to $495,000. And there are 
addl.tional ~osts: ambulance services, follow-up care, medication, 
and, rehabil~tation treatment. If the bullet nicks the spinal cord, 
and the pat~ent suffers paralysis, costs can run $1,500 per day for 
basic rehabilitation. Depending on the extent of paralysis, three 
months of treatment can cost up to $270,000.

I . 

, In eac1l case, a staggering· 80 percent. of the charges for 

treatment ofl gunshot wounds are borne by government sources - 

i.e., the ta~payer. The overall: cost of firearms injury to the 

0.5. health care system? Hore than $4 billion, according to the 

Chair of the\ 1991 Advisory Council on SOcial Security. I believe 

that figure 1s low. . 


. I i 

If we ....B5e serious about health care cost contairuaent, then we 
8houId ban u";ndqun8 altogether. ' 

I 

I ' 
Let me ~urn your attention to another qrave public safety 

matter! injuries related to motor vehicle accidents. The amount 
of public funds consumed by gun violence is surpassed only by the 
health care c~8tl attributable to motor vehicle accidents -~ which 
are eetimatedl at $14 billion annually.

I ' 



MOst of those injur1es -- and costs -- could be prevented. 
The National Highway Traffic safety Administration estimates that,
if we could increase Beat belt use fram the current 62\ to 95%, and 
make so~e modest gains in mOtorcycle helmet and child restraint 
use, an ladditiona! 7, BOO 11ves could be saved each year and 
innwnerable injuries prevented.

I 
Ltldt year, I ¥as successful in including lanquage in the 

highway bill to pressure states to enact seat belt and motorcycle 
:helmet laws. I considered that a major triumph in the area of 
prevention. . 

Thel statistics in my home state of Rhode Island make a 
compelling ease for universal motorcycle helmet laws. The State 
HOsPital\in Rhode Island is now caring for five individuals who are 
comatose from head injuries Buffered while riding motorcycles
without a helmet, at a cost to the State of nearly $350 par 
patienttlper day. That is $125,000 per patient, per year. One of 
these persons has been in this condition for over 18 years, at a 
to~l co~t to taxpayers, thus far, of nearly $2 million.

I ;
Thi~ year, twenty of my Senate colleagues, even some who are 

involved lin the health arena, have introduced legislation to repeal 
the manda;t.ory seat belt and helmet law. To me, this is a 
discourag~n9 development. This is no time to allow sUCD a setback 
to prevention efforts. I could certainly use your help in 
defeating! that measure. 

Backito health care reform. The current Republican Health 
Care TasklForce plan adopts a -managed competition h approach, as a 
way to oontain health care costs even further. If you didn t know 
before you gOt. to this conference, you certainly know now, that the 
term "managed competition h means different things to different 
~ople -- Iso I will describe briefly how it would work under the 
Republican plan, . 

I 

A na~ional, uniform heal~h benefit package would be developed. 
Individualls and small business,es would be able to purchase this 
benefit pa:ckage through large purchasing groups. they would 
therefore have the same purchasing power 89 do large companies such 
as GM or Chrysler. Individuals, the self-employed, and employees 
of small business, would select from a menu of health insurance 
plans thatiwould be offered through the purchasing group. 

Theselplans would all offer the same benefits, and would 
compete on ithe basis of price, and on the array of doctors and 
hospitals with wham they contract. But there would be an incentive 
to select a I lower-cost plan, because of favorable tax treatment. 
Tax exempt~ons only for the value of the standard benefit package 
are at the Iheart of the managed competition model. Republicans are 
working on Ian acceptable way to implement that premia•• 

I 
Thus, ~here would be strong competition among health plans and 

providers to keep costs low, in order to attract patients. Plans 
that were unable to do BO, would be at a competitive disadvantage. 
FurthermoreI, information about the track reoord of a given plan -
or doctor -1- would be much more readily available than it is nOW. 

I 
I knowI that many health care providers, particularly 

physicians, I are opposed to the concept of managed competition,
because man4ged competition could force providers into managed 
care. I'd like to warn thoBe opponents, however, that if this 
fails, you ~ill almost certainly see government price contrOlS. 
The American publiC'S perception of our health care crilis is that 
fees charged by physicians, hospitals, drug companies, and 
insurance cqropanies must be controlled. They aee the biggest 
problem as waste, fraud, They want it cut from theand abu... 
hides of In~urance companies, hospitals, doctors, and government. 

I 

I 

I 
I· 
I 
I 
I 
I 
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I 

'RepUblicans Dr8 wary of many of the details of the,C1inton 
plan as they become evident in the daily news leaks. But, we are 
eager to iwork with the Administration to fashion 8 plan that will 
be qooci for our country. 

[ ,
I have discerned some major differences between what we are 

working qn, and what Mrs. Clinton-s task force is rumored to be 
developin:g. 

i 
The Ifirst issue 1s whether a contribution will be required

frOlll the 'employer. President Clinton has advooated that employers 
pay the price of health ineurance -- seven percent of payroll 1B 
what is u~ual1y mentioned. That will have a serious impact on 
small business. I do not think that we can afford health care 
reform at: the cost of jobs. After all, one of the major reasons we 
need to reform the system is that health care costs are weighing
down business, iInpedinq job creation. Thus, Republicans are averse 
to levying what is, in effect, yet another payroll tax on 
business.! ' 

The second difference is the question of raising taxes to 
finance cdre to those who remain uninsured. This point is 
especiall~ critical qiven the tax increases that are part of the 
Clinton bll,dget plan, which Conqress is in the midst of considering,
That proposal envisions $270 billion in new taxes over the next 
five years\. These increases do not include funding for health care 
reform, wh~ch has been projected to coat as much as $100 billion 
per yea.r when fully implemented. Republicans are working with a 
·pay-as-yo~-gO" conceptI as the savings from the initial reforms 

tare realized we propose t.o use those funds to brinq more people
into the system. We worry that an abrupt, massive expenditure will 
be a disastrous jolt to the economy. Thus, we favor a long phase
in periOd,! 

, Finally, although President Clinton has embraced the concept 
of managed [competition, he has stated that he will also use a . 
nationwide :budget to oontain health care costs. One conCern 
Republicane\ have about price-setting is that it conjures up the 
word "rstio,ning.· Furthermore, Republicans do not believe that 
global budgets or price freezes will necessarily aohieve the goal
of keeping bosts down. As we have seen with Medicare reimbursement 
-- providers will charqe as much as they know they can get back 
from the go~ernn~nt. It's hardly the incentive to keep costs low 
that managed competition is supposed to create. 

I ' 
I

I am one who has beHeved all along that it is possible -- 1n 
fact, imper~tive -~ to put poli~Lcal partisanship aside, in order 
to develop B sensible health refom.package that will lIleet the 
compell~ng ~eeds of our nation. This is a thrilling moment in our 
country s history. There is a clear will to do something momentous 
and worthwhfle -- we must not allow this opportunity to pass.
Thank you. I ' 
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Rational Pr~ss Club Washington, D.C. 
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I 

I ' 
Last night, presi~ent Clinton presented his health 

I care reform proposal ~o the nation. I congratulate him, 
and Mrs. Clinton, foritheir willingness to tackle the 
toughest domestic cha~lenge in decades -- ensuring that 

, 

every American has health care and putting the brakes on 
escalating costs. 

A week ago, 23 Se,nate Republicans unveiled a proposal 


for universal health insurance coverage and cost control. 

I 

We call it HEART -- H,alth Equity And Access Reform, Today. 
We believe it is a co~prehen8ive and responsible solution 

I . 
to our health care ch~llenge. 

I 

HEART is a produc,t of three years of effort by a 
. I 

Republican Task FOrCejOn Health Care. I am grateful to 
Senator Dole for his vision in establishing the Task Porce, 

I 

his steadfast commitment to its efforts and its product,
I 

and, of course, his decision to appoint me as chair. 
IThere are other ~erious proposals as well. 

Congressman Jim ,coopef and the Cons,ervative Democratic 

Forum have a good pacfage, the House Republicans have 

introduced a thoughtful proposal, and there are likely to 
i . 

be other helpful ideas put forth ,before this debate is 
. I ' i' 

completed. ' I 

But now the real ichallenge begins -- forging a 
, J 

consensus among Americans and in Congress.
I 

Health care reform is a mammoth legislative
I 

undertaking -- one which will touch every American, and 
. a'ffect one out of eve~y' seven dollars in our country's 

economy. We must mov~ this complex issue through a 

I 
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I 1 '. hveritab1 e maze 0 f Congressiona Comm1ttees, eac of which 

I i


will want to put its own stamp ~n the final product. As 


many as sixteen House' Iland Senate CO_ittees and some two 

dozen subcommittees -I will claim jurisdiction over some 


part of it. I . 

In the Senate, the Finance Committee will have a large 


responsibility-- enedmpassing Medicare and Medicaid,

I 

taxation, and probabl~ insurance reform issues. The 

Judiciary Committee W~ll be responsible for antitrust and 

medical liability refdrms. Other portions. will go to the 

Labor and Human ResouJces, Government Affairs, Veterans, 

Indian Affairs, and AJmed Services Committees. The Budget


"l I 

Committee will gets crack at it as: well. 

Health care' refo~ is too important to fall victim to 


I
business as usual in Washington. We must somehow strike a 

balance between a conJidered, deliberative Committee review 


process, and the pOSS~bility of anyi one~ or several 

· I. " comm i ttees sta11'1ng act10n. , I 

I' k' .I will concentrate my remar s on the Senate.I . , 

I believe that sefting at least an informal timetable 


for action is the answer. It is my hope that the Senate 

Majority Leader and tJe Republican Leader would confer, 


allocate the pertinenJ sections to the respective 


Committees and set fo~th a number o~ target dates. perhaps 

the House leadership will pursue a similar approach.


I I ' 


I would suggest that this timetable provide that 


Committees.complete alfirst round of hearings by 


Thanksgiving of this ~ear, when Con~ress is scheduled to 

adjourn. Senators would then return to their states for


I ' 
two mQnths, and hold lield hearings: and constituent 

meetings, to explain the plans under consideration and 

invite comment. 

2 . i 

, I 

I 
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Committees would paId another round of hearings when 
• I ' ' 

we reconvene in January, and would then be asked to report 

out their sections soJetime in early Spring -- I would 
suggest April 21. BylearlY June, we should,be able to , 
complete debate on a ~ealth care re~orm bill on the Senate 
floor. The hope would be the conference report could be 

considered before Au9Js,t, thus the bill would be on the 
, ' I ' 

Presidents desk by August. 

There iS,nothing ragiC about these proposed dates. 

But I believe it is important that we have goals that we 


shoot for. I 

I also env~s~on a~ important, immediate role for 


Consultations between Ithe Administr,ation and those of us in 

Senate who have presented alternatives. 'We can' speed up


I ' " 
the process by spending the next few weeks together 

discussing and clarifting the provisions in each of the 


I 
major proposals. While we have bee'n briefed by members of 

the Administration on [the options t:hey considered in 
developing their proposal, we have ,not had the opportunity 

to have any in-depth, Idetailed disc;ussions to clarify their 
proposal. Likewise, the Administration needs to l')ave a 

1 ' 
chance to question us Iabout our approach. 


In the past weeks, we have heard about the differences
" I : 
among the various plans, but there are also some 

I " . ,
significant similarittes. That is;not, to say we should 

underestimate the challenge that lo:oms before us. Even the


I' :,' 
provisions which have'l tremendous s~pport, have detractors 

in Congress. 
I 

Nonetheless, , it'is certainly possible that such 

serious discussions wfuld bring'uscloser to agreement on 

those issues we have tn common -- s:pecifically those on the 
chart behind me. 

, I 
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Let me use the areas of similarities 8S an example, to 

illustrate why we needi early consultation as well as' a 
clear ti.me table for artion. We fa6e a daunting task. 

Even on common ground !the pitfalls are many. 

Insurance market refoDm -- The different proposals 
move toward a so-calle1d "community rate" in dramatically 

different ways. 

I ' 

Reduction of cumbersome paperwork -- now estimated to 

eat 17 cents on the hJalth care dollar. Most of us think 
, I ~ 

administrative simplif,ication will save money and time. 

But concerns about pr~vacy and overregulati.on are beqinning 

to be heard. I 

Medicalliability,refor.m so :that doctors and 
I ' 

hospitals will not hale to pass along their backbreaking 

malpractice premium costs to us, their patients. Last 

year, ob-gyns in RhOdJ Island had,to pay an average of 
$52,800 in liability ~nsurance. That;s $21 per billable 
houri ' I ' 

Although the case for tort reform is compelling, and 
every proposal mentions reform, the Republican approach is 

comprehensive, while dthers are timid. 
, I I 

Antitrust reform ~- so that it 'will no longer be a 
crime for two hospita~s to share a $2.3 million Mal 

I
machine. In a May 7 Finance Committee hearing, we got a 

taste of how contentiJus this issue: can be. 

4 
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I , 


Sgecial assistance! to rural and inner-city areas. We 

understand that giving1an insurance card to folks in rural 

Alaska or inner-city D~troit does not mean that physicians 
will flock there to set up practice. Additional incentives 

I
need to be built into ~he system. 

I 
But who will pay for those incentives and how they will be 

I
implemented will be hotly debated. 

I , 

Estaplishment of purchasing groUg8. The similarity on 

this issue begins and ~nds with the ,word purchasing. The 

debate over governance~, authority, and membership wiil cut 

to the heart of the reform debate. 
I 

Setting quality a~surance standards -- so that people 
can have confidence that their care and coverage.are top
notch. But the extent: and nature of such standards vary 

I ' 

qreatly. I 

Creation of a sta~dard benefit package --to ensure 
I ' people have adequate cpverage, and to provide a basis for 

comparison of health "insurance plans. But what" s in and 

what's out is already ~he source of intense discussion 

lOOt deductibility i of reasonable health expenditures 
for all Americans. Buit up to what ~ount? 

Long-term care ta* clarification' • 

Federal subsidies/to low-income individuals who 

otherwise cannot affor:d bealth insurance. 
Expansion of outcomes research -- so that we know what, 

works and what doesn't;, and can begin to base our health 
care choices on that'Lnformation. : 

I 

Encouragement of managed care -- Health Haintenance 
I 

Organizations and the :like -- AS a way of keeping costs 

low. Yet at the same itime, the Administration is talking 

of a guaranteed fee-f~r-service plan. 
i 

! 
I 
! 
I 
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Emphasis on primarY and preventive care. Regular 

visits to the family p~ysician, the internist, the 

pediatrician, the nurs~ 
I 

practitioner" the ob-gyn -- keep us 
healthy -- and save us 

I

la bundle of mpney. All agree on 
this. I

! . ,
Preemption of stat~ mandated benefits 
That makes fifteen! points on which some might say we 

are close to consensus.! Yet, as you' can see, even these 

have the potential of Jxploding.
I

Intense and early consultation and discussion between 
I 

Senate Republicans andjthe Administration on these issues 
may give us the founda~ion of a bipartisan

, 
proposal. It , 

will also make it easier to resolve the major, defining 

differences between the Administration~s and the Senate 
! 

Republican proposals. 
THOSE DIFFERENCES ARE: 

KKPLOYER versus INDIVIDUAL MANDATES -- The Administration, 
proposal requires empldyers to pay 80t of the health 

insurance premium for ~heir employees, while and employees 
must pay at least 20%df the cost. Republicans believe 

that the appropriate rJforms and federal assistance to low

income employees and iJdividuals wil'! make insurance 
I :

affordable and accessible to all Americans so that 
additional payroll burdens of this magnitude will not be 

I 
required. I 

i 
PRICE CONTROLS -- The Administration' establishes a national 

f 

health care budget, byicapping the cost of the premiums 
that can be negotiated !by the Allian.ces. Republicans, 

instead, believe that *ealigning incentives and reducing 

bureaucracy will lead to lower costs, better service, and 

higher quality. 

6 
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LARGE NEW ROLE FOR GOVER.lfHElrI' 

Mandatory Single Health Alliances -- The 
Administration require~ all businesses with fewer than 5000 
employees to purchase their health insurance through their 
region's health allianqe, which would be state-run under 
federal guidelines. Some estimate tihat as much as 90% of 

I 
Americans would be forced to purchase coverage through a 
large bureaucratic ~nt~ty. According to estimates we have 

seen, most Health Alli~nces will control larger budgets
I ' 

than do many state governments. For' example, in 

'California, the health Ibudget would exceed .the state's by 
I I

26%, and in Texas, by 59%. The Republican plan allows , I 
multiple purchasing coopera~ives in a region and leaves 

I " 
customers free to continue to purchase outside the 

cooperatives. The coop~ratives must be non-profit and 
I ' 

member run. They will have to provide valuable service in 
I 

order to attract customers. 

National Health Bo~rd with Broad Powers -- The 
Administration's plan ~ets up a federal board with the 

responsibility to set 4nd amend the 'standard benefit 
package; establish premium. caps'; and enforce individual, 

• I 

business, insurance and state adherence to Alliance rules. 

The role of the fe~eral benefits commission under the 
I , 

Republican plan is lim~ted to refining the standard 
package. Insurance pl~ns will be certified by the states. 

• ! 

FINANCING -- The Clint~n proposal envisions raising certain 
I ' 

taxes and making program cuts, but does not tie 
, I 

implementation of new Medicare entitlements and universal 
coverage to availabiliiy of revenues. If the anticipated 

I 

savings are not achiev~d, it will be: a serious new hit on 


the budget r increasing Ithe pressure ':for new taxes and 


additional spending cu~s, or leaving the bill for our 

I 

7 
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I 
children' to pay. Republicans favor reducinq the rate of 

I 

growth in federal heal~h programs, as well a8 tying an 
I 

accelerated phase-in o~ coveraqe to demonstrated savings 
I a IIpay-as-you-save approach.II 

So there you have ky thoughts. There is much hard 
, , , 

work ahead. Let's beg~n serious discussions between the 
I 

Administration and Rep~blicans immediately, let's set forth 
an realistic timetable Ifor consideration of,health care 
reform bill at least i~ the Senate, and let s get this 

Ithing done. There is ~o time to waste. Thank you.
I 
I 

B 
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INTRODUCTION 

Over three years ago, Senate Republicans formed a Task Force 
to study our health carb system. Since its formation, the Task 
Force has been meeting ~egularly to ex~mine our current system, 
its-problems, and the m¥riad proposed solutions. 

I ~ 

We have directed o:ur efforts toward creating a reform 
proposal that reflects fhe views of an ideologically and 
regionally- diverse group of Republican-Senators. We are united on 
the goals of maintainin'g and improving. the high quality of our 
curtent system, control~ing the escalatini costs borne both by the 
private -sector and gove1rnment, and ensuring that all Americans 
have the secu~ity-of ac~ess to stable and affordable health ' 
insurance. We believe 'Iwe have developed a proposal that meets 
these goals by building on the private health care system. 

The Senate GOP Ta~k Force proposal is based on the premise 
that, on the whole, ouJ health care system works. The 85% of 
Americans with insuranc:e have access to high quality care - the 
finest in the world. Fer most of them; health insurance premiums 
are affordable right no1w. But there are serious problems that if 
not corrected will thre1aten the. security of all Americans. 

The intent of our Iproposal is to minimize disruption to the 
working parts of our ~Ylstem, while seeking to correct the problems 
tha~ jeopardize even it1s most successful facets: the spiraling 
rate of growth in heal~h care spending-and the hidden costs of 
providing care to thos~ who do not hav~ health care coverage. 

In examining this lissue, members of the Task Force have 
concluded that while our system does not need radical revision, it 
does need comprehensive' reform. Our proposal makes a number of 
changes to facilitate ~nd enhance competition in the health care 
marketplace. These ch~nges, combined with provisions to give 
consumers information tJhat will help them make cost-effective 
choices, will lead to ~mproved quality, of health care and a 
significantly reduced ~ate of growth in costs. In addition, our 
proposal will .ensure tt\at all American~ gain access to affordable 
health care without adding to the federal deficit.- I 

Our proposal is divided into two sections. The first 
consists of the structJral reforms .in bur health care system 
designed to improve th~ availability, security, and affordability 
of health insurance, and to improve the efficiency of health care 

I 
i 1 
I 
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I 
while holding down esca+ating health costs. These changes can be 
enacted immediately. The second provides federal financial 
assistance on a phased-in basis to those for whom insurance 
remains out of financiai reach, even after the changes outlined in 
the first section are completed.

! 
STRUCTURAL REFORMS 

I 

Current insurance market practices favor large employers and 
give these employers some measure of control over the health care 
costs of their workforc~. Their large number of employees enables 
them to negotiate better insurance premium rates with insurers, or 
to negotiate reasonablelprices directly with health care 
providers. In addition; with few exceptions, all of their 
employees pay the same premium and are not,denied coverage on the 
basis of health statu's. I Employers also' are able to deduct 100% of 
the cost of health carelcoverage, and employees receive these 
benefits tax-free. I 

The Senate GOP Task, Force proposal extends these same 
advantages to individuals, to small businesses and their 
employees, and to the self-employed. First, the proposal 
requires insurers to pr6vide coverage to everyone regardless of 
health status and limit~ insurers' ability to charge higher 
premiums to those who a~e sick. It prevents insurance companies 
from marketing and sell~ng only to healthy individuals and groups 
by reforming the private system, establishing purchasing 
cooperatives, and makin~ risk adjustments between plans'. 

Second, the proPos~l allows individuals (such as workers with 
no employer-paid insura~ce) and the self-employed to deduct the 
cost of their health insurance premiums.' Today, the self-employed 
can deduct only 25% of ~heir premiums and individuals, none at 
all. ., 

I 
Throughout our pro~osal, we have remained sensitive to the 

notion that "one size does nQt. fit all." The proposal sets broad 
federal guidelines with~n which states, communities, insurers, 
providers, and business~s can operate. We include options and 
special incentives to expand and improve the availability of 
quality medical care in !frontier, rural, and inner city America. 
We also realize that in :some instances" states may want to go in a 
completely different dii;ection in delivering health care to their 
residents. We give sta~es the ability to move forward on their 
own versions of health care reform without subjecting them to 
unreasonable federal re~traints. 

2 
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I . 
The proposal also restructures the treatment of health 

insurance premiums in the federal tax c'ode. Current tax subsidies 
! ' 

of employer contributions to health plans over the next five years 
will amount to about S60 billion annually. These subsidies are 
available only for emp16yer-paid health premiums and not for the 
individual or the self-~mployed. They provide for full tax 
preference regardless o~ the quality, cost, or efficiency of the 
plan. We spread this b~nefit more fairly by making it available 
to individuals aDd the self-employed. In order to make consumers 
more cost-concious in t~eir ~election 6f plans, the proposal 
limits the amount of pr~mium costs that can be tax-free to 
individuals and deducti~le to employers. 

Our proposal also ~akes a variety of changes to the system 
that we believe will stqp the uncontrollid growth of health care 
costs and improve the q~ality of care. 

I 

It reforms medicaliliability laws ~oreduce the unwarranted 
lawsuits and irrational :damage awards that have led providers to 
order unnecessary tests ,and procedures and to practice defensive 
medicine. ' i 

It reforms :anti-tr~st laws which prohibit hospitals and 
physicians from sharing costly medical equipment and capital to 
make more efficient use lof health care resources. 

It establishes sta~dardized forms ~nd electronic information 
reporting and exchange requirements to eliminate bureaucratic red 
tape and reduce administrative costs and burdens., 

, 
We believe that we:will reduce costs,and improve quality by 

providing consumers and !health care providers with more 
information. With better information, consumers can make informed 
choices about health in~urance plans, providers and treatment 
options. In addit~on, ~y expanding outcomes research and practice 
guidelines, health care Iproviders can remain informed about the 
most cost-effective procedures and treatments. . 

I 
COVERING THE UNINSURED , 

Of those who are uJinsured, at least 40% have incomes greater 
than 200% of poverty. ~he structural changes outlined earlier 
will significantly increase the availability, security, and 
affordability of high quality health care for most of these 
AIDer icans. In addition,1 we believe these changes will slow the 

3 



September 14, 1993 
i 

rate of growth in health care expenditures, 'in both the private 

and public sectors. ! 


There will, however, be some Arnerilcans who will not be able 
-to afford even reasonabi y priced health insurance. Tbe second 
section of our proposalilays out a plan to make, available a 
federal voucher for those individuals and families who, without 
financial assistance, c~nnot afford coverage. The voucher will be 
equal to an income-adjusted percentage of the cost of the standard 
benefit pack~ge, and wiil be used to purchase coverage from a 
certified health plan. I 

As was iridicated e~rlier in this paper, we believe that our
I ' ,

proposed structural chaDges will lead to substantial federal 

savings. It is our understanding, howeyer, that, at this point, 

the Congressional Budge~ Office (CBO) will credit only limited , 

savings to any reform proposal other than a highly regulatory; 

Canadian-style, single-payor system. ' 


I ' 
I 

Moreover, we also are mindful of the admonition of the Offic,e 
of Technology Assessmeni (OTA) that, "There'is a startlingly wide 
range of estima~es of the impact of the selected approaches to 

'health care reform on t~e areas of the ~conomy examined. H In 
light of these points, ~e have concluded that the most prudent 
approach is to pursue reforms in federal health care programs that 
will slow the rate ofg~owth in federal spending and then use 
those savings to pay fot a schedule of increased ~ccess for the 
poor. Our proposal contains plans for an accelerated phase-in if 
structural changes in the health care marketplace result in 

I 

greater or earlier savi~gs than currently scored by CBO. 
I 

We are very mindfui of the fact that budget savings estimates 
are, in fact, just esti~ates. They are based on assumptions about 
future behavior of consumers and providers and the efficiencies of 
the markets they impact: Our experience with budget estimates 
tells us that for major!program changes, these estimates have been 
an imprecise predictor <pfactual savings. We do not believe ,that 
we should promise the American people a, new entitlement program 
that we are not certain1we can pay for. 

I 
I 
I 

Our proposal sets in place the following phase-in of federal 
assistance. By the end!of 1995, all individuals with incomes of 
below 90% of the federal poverty level will receive federal 
assistance. By 1996 itlwill increase to 120%; 1997 to 140%; by 
1998 to 70%; by 1999 tci,200%; by 2000 to 240%. This ~overage will 
be financed by limiting;the rate of growth in Medicare and 

, 	 I 

r 
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Medicaid from 12% to 7%: In addition, our proposal requires the 
Congressional Budget Office, Or other appropriate entity, to make 
an annual assessment of!

I 
whether or not ~he structural changes have 

achieved greater savings than originally projected. If so, the 
phase-in will be acceletated accordingly. If, on the other hand, 
the savings in a given year are inadequate to finance either an 
acceleration or a sched~led step, the phase-in of assistance will 
be delayed unless Corigr$ss finds an alternative financing 
mechanism. 

5 
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SECTION I: i BASIC AND STRUCTURAL REFORMS 
I 
I 

i 
PART A: BASIC REFORMS 

I 

1. 	 Insurance Market: Reform 
, 

Purpose: to elim~nate competition between insurers 
based 	upon seleciion of low-risk consumers; to ensure 
competition based ~pon quality, price, service, and . 
choice. 	 I 

Intended result: to increase availability of 
insurance to indivfduals and small business employees; 
to provide health security, control costs, and improve 
quality of care. I ' 

A. Qualified Heal!h Insurance Plans will~ 
1. . Guarante~ eligibility to all applicants. 
2. 	 Guarantee availability throughout the geographic 

,region in which the plan is offered. 
3. 	 Guarantee 

I 

renewal to all participants except in 
instance~ of non-payment of premiums or fraud. 

4 Not di~c~iminate on the basis of health status. 
5. 	 Offer th~ standard or catastrophic benefit pac~age. 
6. 	 Offer an adjusted community rate premium (after a 

transition) for individuals and small businesses 
defined as 100 or fewer employees who purchase 
through ~ purchasing co6perative. During the 

I 

transition: 
a. 	 ra~ing bands will be applied in the first 

ye~r; over the following years they will be 
nairowed to an adjusted community rate. 
St.tes may shorten'the phase-in. 

b. 	 in~ividuals who cannot demonstrate coverage in 
th~ previous year ~ay be subject to a six
mo~th pre-existing· condition exclusion for 
ex~enses related to an illness that was 
evident within the previous three months. 

7 . 	 Offer a :community rate to individuals and small 
business~s who do not purchase insurance through a 

, cooperat!i ve. , ' 
8. 	 Particip~te in risk-adjustment. 
9. 	 Meet qua!lity standards. 

10. 	 Comply with administrative standards and 
reportin:g requirements.: 

11. 	 Meet sOI~enCy criteria.: 

i 6I 
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Administrative ~implification 
i 
i

Purpose: to prov~de uniform federal guidelines for 
standardization of [electronic data exchange and 
reporting to reduc¢ red tape and bureaucracy and to 
eliminate duplicat~ve forms. 

i 

Intended result: i to lower costs, streamline 
operations, provid~ information on technology and 
quality, and generate a "report card N for consumers to 
compare quality oflplans. . 

The Secretaries ofiHealth and Hum~n Services (HHS), 
Department of Defense (000), and Veterans Affairs (VA), and 
others appointed by the President,; will make up a Federal 
Administrative Sta~dards Panel. A Commission composed of 
private sector experts will advise the panel. 
B. 	 Duties of thei Panel 

1 .. Adopt data standards, within two years, for the 
electronic reporting and exchange of health care 
informat~on. Such standards should be: 
a. 	 ba~ed on existing, widely-used criteria. 
b. 	 desiigned to include data related to 

enrollment, eligibility, quality measurement, 
uti~ization management, risk assessment, 
pat~ent satisfaction, outcomes, ~ppropriate 
dat. to monitor ac~ess to health care 
ser~ices, and other data sets as deemed 
ap~ropriate by the panel. 

c. 	 confain strict measures to ensure 
con~identiality of ~ata. . 

2 . 	 Establisp business practices for operation of a 
national1y-linked health care information database 
system. , 

3. 	 Develop ~ppropriate civil and criminal penalties 
for non-compliance. 

C. 	 Oversight andlimplementationof standards 
HHS is responsible for oversight, enforcement, and 
implementation of data standards; and for establishment 
of a certific~tion procedure 'for database, computer and 
network vendors. 

i 
Medical Liability Reform 

I 
Purpose: to resol~e disputes more effectively and 
efficiently; to reduce the practice of defensive 

I 	 ' 
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medicin~, unnecess~ry tests and procedures; to identify 
and correct bad practices; and to ensure that those who 
are the victims of I negligence are ,fairly compensated.I . 
Intended result: ! to lower medical costs and to 
improve quality of,care. 

I 

A. 	 Mandatory, noh-binding Alternative Dispute Resolution 
(ADR) I ." 

1. 	 Parties must participate in an alternative dispute 
resolution system established by the state. 

2. 	 Plans arb required tci explain this process in their 
descriptive materials to beneficiaries. 

B. 	 Litigation . 
1. 	 If one o~ the parties in the dispute wishes to 

challenge the result ofADR, he/she may do so 
2. 	 If the decision rendered in court is less favorable 

to him/her than in ADR, he/she shall pay all legal 
fees subsequent to ADR. 

C. 	 Damages 
I 
. " 

1. 	 Non-economic damages are capped at $250,000. 
2. 	 Malpract~ce awards shall be reduced for any 

collater~l source payments to which the claimant is 
entitled,. 

3. 	 Periodic: Payments . 
Claimantl will be required to accept periodic 
payment as opposed to lump sum on awards exceeding 
$100,000:, 

4. 	 punitivei damages 
50% of a' punitive damage award shall be paid to the 
State fo~ activities approved by the Secretary of 
HHS to improve monitoring, education, and 
discipliping of health care providers in that 
State. 

D. 	 Reform of Procedures 
1. 	 Statute of Limitations 

a. 	 exc~pt for minors, no health malpractice 
action may be initiated more than two years 
aft~r the date on which the alleged injury 
sho~ld have been discovered, and in no event 
later than four ye~rs after t~e dat~ of the 
occurrence. 

b. 	 witp respect to injuries alleged to have 
occurred to minors (under 6 years of age), no 

I' 	 .,

health malpract1ce act10n may b. brought after 
reaching 12 years of age. 
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I2. 	 Joint and Several Liability 
For non-~conomic and punitive damages, liability 
for paym~nt of damages shall be based on the degree 
of contr~bution to the negligent act. 

E. 	 Practice Guide:lines Rebuttable Presumption 
P~oviders £ol~owing practice ~uidelines approved by the 
Agency for Heailth Care Policy and Research (AHCPR) shall 
have a presump\i ve defense against malpractice claims .. 

F. 	 Products: drugs and devices 
1. 	 All medisal liability reforms listed above apply. 
2. 	 If approved by the Food and Drug Administration 

(FDA) an4 used properly, no punitive damages will 
be allowed. 

3. 	 If FDA a~proval was based upon misleading or false 
informat~on, the prohibition on punitive damages 
will not apply. 

I 

4. 	 Quality Assurance 
I 

Purpose: to ensure that health plans have an approved 
quality assurance ~lan, t6 establish national standards for 
reporting quality information, and to expand the ,availability 
of inforMation available to health plans and health care 

I

providers on practice guidelines and outcomes. 
I 	 , 

Intended result: Ito maintain the high quality of care in 
our current health1care system and to provide information to 
consumers on the quality of each health plan to assist in 
selecting a health:care plan. ' 

A. 	 Health insurance plans must have a recognized quality
I 	 . 

assurance program as defined by the Secretary of HHS. 
In developing! such standards, HHS must consult with 
recognized private sector entities engaged in quality 
assurance, su~h as the Joint Commission on Accreditation 
of Healthcare! Organizations, the National Committee for 
Quality Assurance, or other recognized organizations. 

B. 	 Plans must provide quality data including information on 
outcomes and ~ffectiveness in the format developed by 
the Secretari of HHS in conjunction with the Federal 
Administrativie Standards Panel. 

C. 	 AHCPR is dire,cted to expand its present research agenda 
to include t~e following: 
1. 	 A fund investigator to initiate research on the 

relationship between treatments and outcomes. 
2. 	 Priorities for the research community to strengthen 
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the rese~rch base. 
3. 	 Effectiv.eness trials in collaboration with medical 

specialt~ societies and qualified health plans. 
4. 	 A clearirighouse and oth~r registries on clinical 

trials research data. 
5. 	 Continuep and expanded development of practice 

guidelin~s to provide information to health care 
practitioners and plans. 

D. 	 Establishes alMedical Research Trust fund to guarantee 
funding for medical research. 

! 
I 

5. 	 Anti-Fraud and Abuse 

Purpose: to expan~ criminal and civil penalties for fraud 
and abuse in our health care system. 

. 	 ! 

Intended result: 
I 

:to provide a stronger deterrent to the 
billing of fraudulent claims and to eliminate the waste in 
our health care system due to these practices .. 

. I 	 . . 

A. 	 Requires the Secretary of HHS to establish and 
coordinate a ~ational health care fraud program, and 
establishes t~e Anti-Fraud and Abuse Trust Fund to 
finance these efforts. Monies from penalties, fines, 
and damages a$sessed for health care fraud would be 
depo~ited int6 the trust fund. 

B. 	 Incre~ses andiapplies civil money penalties now 
available under Medicare and Medicaid to fraud in all 

Ihealth care programs. 
C. 	 Allows competitors to sue health care providers who 

defraud MedicAre and Medicaid for damages if the 
government does not bring charges against the fraudulent 

'd Iprov~ er. 
D. 	 Requires health care providers who are convicted of 

health care fraud felonies to be excluded from the 
Medicare program. ' 

E. 	 Requires HHS to publish the names of providers and 
suppliers who!have had final adverse actions. taken 
against them ;or health care fraud. 

6. 	 Antitrust Reformi 

Purpose: to reduc~ unnecessary duplication. in our health 
care system and tOiallow providers to share resources. 

I ., 
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Intended result: Ito reduce costs in, and increase access 
to, our health car+ system. 

I 

A. 	 The Attorney General, in consultation with the Federal 
Trade Commission (FTC) and tne Secretary of HHS, shall 
establish competition guidelines and safe harbors for 
state-licensed health care providers and for qualified 
health plans ~nd buying cooperatives, including 
guidelines fo~ areas where competition cannot function 
effectively, ~.g., certain rural areas. 

B. 	 The Attorney General, in consultation with the FTC and 
the SecretarY,of HHS, shall promulgate standards and 
procedures. tO'issue on an expedited basis waivers, which 
shall exempt .persons and organizations in the health 
care market ftom all penalties (civil and criminal) 
under the anti trust laws. The Departments of Justice 
and HHS, and ~he FTC, shall establish procedures for 
expedited waiver review. 

C. 	 Cooperative ventures in the health care industry, when 
not deemed approved by certificate or other public 
license, shal~ be subject to the rule of reason 
ana'lysis. 

D. 	 Buying cooper~tives may be organized to represent 
consumers. I 
1. 	 Such c6o~eratives shall be deem~d single entities 

under th~ antitrust laws and shall not be found to 
be illeg~l combinations ,in. restraint of trade under 
the antitrust laws. 

2. 	 Such coop,eratives shall be subject to the antitrust 
laws for ,any anticompetitive use of buying power, 
unless subject to safe harbor or approved

• I

certl. cate., 

7. . Rural and Inner City Special Assistance 
, 

Purpose: to acknoJledge that pure competition may not work 
in certain areas of; the nation, pal:'ticularly medically 
underserved areas, both urban and rural; that additional 
funds and services heed to be provided for these special 
needs populations. 

Intended result: to assure that ~ersons living in rural 
and inner city area~ have access to high quality health care. 

I 

A. 	 Grants to Stat~s for Coordination of Health Care 
Services 
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1.-	 A block grant to states will be established to 
. assist ip the delivery of health care to 
populations residing in rural and inner city urban 
areas. I . ' 

2. 	 States w~ll develop a plan for expanding and lor 
coordinating existing state and federal health 
programs~ or could use funds to provide services 
for which federal funds are not currently 
available. 

B. 	 Additional Requirements for Health Plans serving Special 
Needs Populations 
1. 	 Health p~ans will be required to provide additional 

benefits!to populations in defined geographic 
areas. I 

2. 	 Health pians will be compensated for these services 
either through a method of enhanced reimbursement 
or through a grant program~ 

8 . 	 Primary Care Proivider Education 
Purpose: to increase the number of health care providers 
who choose the fie~d of primary care as opposed to specialty 
care. ! 

Intended result: ,to increase the number of primary care 
providers inmedic~lly underserved areas. 

1 

A. 	 In order to iricrease the number of primary care 
providers , 
1,. Medicare;graduate medical education (GME) 

demonstration authority would be established. 
a. 	 Under this authority" seven states and seven 

health care training consortia would pool GME 
funds, which would have otherwise been paid 
directly to hospitals by Medicare. 

b. 	 This would allow states or consortia to 
experiment with methods of changing the 
phy~ician specialty-mix.' 

2. 	 National ,Health Service Corps funds would be 
increased. 

3. 	 Health professions funding through the Public 
Health S~rvice for primary care provider education 
would be :increased. 
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9. 	 Long-Term Care 

Purpose: to clari~~ tax treatmen~ of long-term care 
expenditures vis-a~vis other health care expenditures and to 
establish consumerlprotection standards in long-term care 
insurance. 

. 	 I 
I 

Intended result: :to provide the same federal tax treatment 
to long-term care expenditures as applies to other health 
care 	expenditures; I to encourage greater participat ion in 
providing for long~term care needs. 

I 

A. 	 Tax Clarifica~ion/lnsurance Reform 
1. 	 Clarifies that all long-term care services 

(inst i tu\:ional, home, and com."nuni ty-based care) are 
treated as medical expenses under current tax law: 
a. 	 long-term care expenses and insurance will be 

tax. deductible (above 7.5% of Adjusted Gross 
In c 9me) . 

b. 	 pay~ents under long-term care insurance 
policies will not be taxable when received. 

c. 	 emp~oyer contributions to long-term care 
insurance will be tax-free fringe benefits. 

2. 	 Clarifie~ that insurance companies can deduct 
reservesithey set aside ~o pay benefits under long
term care policies. 

3. 	 Requiresithai long-term ~are insurance policies 
meet certain minimum consumer protection standards 
to recei~e favorable ta~ treatmeht. 

I 

PART B: ESSENTIAL STRUCTURAL REFORMS 
I 

1 . 	 Establishment of i Small Business and Individual 
Purchasing Coopetatives 

, 
Purpose: to provide the market advantages of large 
employers to indivi~duals and employees of small 
businesses and to p;rovide more information to the ,
consumer. 

I 

Intended result: 
I 

to lower the cost of health care 
coverage, to lower ;adrninistrative costs; to provide 
more information to' the consumer, and to achieve better 
service and qualiti. 
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States will ~stablish geographic areas in which 
individuals ~nd small businesses may form purchasing 
cooperat i ves .' 
1. 	 The Sta~e may au~horize: one or more purchasing 

coopera~ives in a geographic area. 
2. 	 Interstate agreements for geographic regions 

encompas1sing more than one state can be 
established. 

3. 	 States ~ill be responsible for making risk 
adjustme~ts between all health plans operating in a 
given g~ographic region, in accordance with federal 
guidelin'es. 

The membership of these purchasing cooperatives will be 
limited to employers and employees in businesses of 100 
employees or fewer, and to all other individuals not 
enrolled in ah employer health benefit plan who live or 
work in the geographic area. . 
1. 	 Purch~si~g cooperatives must allow all eligible 

businesses or individuals to join. 
2. 	 Purchasihg cooperatives may be governed only by the 

members. i 
3. 	 Purchasing cooperatives .will collect premiums from 

merobers ~nd forward them to the appropriate plan. 
4. 	 Purchasing cooperatives must offer eligible 

individu~ls the opporturiity to enroll in a health 
benefit plan within thirty days for new enrollees, 
or afteri first becoming .eligible to enroll in the 
purchasing cooperative. Each fall an open-season 
date will be set by the Secretary of Health and 
Human Se~vices. Duri~gthat time, purchasing 
cooperatives will allow eligible individuals to 
enroll i~ a benefit plan or to change the plan in 
which they are enrolled. In addition, they will 
maintainla special enrollment process for 
individu91s who experience a change in family 
status during the year .. 

5. 	 Purchasing cooperatives can charge members a 
limited fee to pay for operating expenses. 

6. 	 Purchasing cooperatives will distribute to their 
members information rega'tding prices, outcomes, 
enrolleeisatisfaction, and other information 
pertainirig to the quality of the plans offered 
within the purchasing cooperative. 

Small busines~ associations that currently offer health 
insurance to their members, and that exist for reasons 
other than to ioffer health insurance, will be allowed to 

I 
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Intended result: ,to require individual 
responsibility, increase consumer awareness of costs, 
reduce cost-Shifti~g and bad debt due to uncompensated 
care. ! 

1. 	 A requirement for individuals to obtain health 
insurance coverage is phased-in based upon an 
individu~l's ability to purchase the standard 
health p~an, and wili be, tied to the phase-in 
of federal assistance 'for low-income, 
uninsured individuals. The requirement also 
can be m~t through enrollment in Medicare, 

,Medicaid,1 VA, or CHAMPUS. 
2. 	 The penalty for non-compliance, once 


the propbsal is fully implemented, 

will be ~qual to the average yearly 

premium ~n the local area plus 20%. 


B. 	 Small Employer Responsibility 
, 

Purpose: to ensur~ employees of small business are 
given an opportunit~ to make informed health care 
choices. 	 I 

Intended result: to increased choice and to increase 
awareness of quality and cost issues. 

, 
1. 	 An employ'er with 100 or fewer employees may either 

I 	 ' 
join a pu~chasing cooperative in the geographic 
area in wbich it does business or offer a standard 
benefit p1an through a qualified health plan. 

2 . 	 The emplo¥er will collect and send premiums and any 
operatingl fees to the purchasing cooperative or 
health in~uranc~ plan on·behalf of its employees. 

I 
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An employer is ~ required to contribute to the: 
cost of premiums or operating fees. i 

3. 	 In an area with multiple, competing purchasing 
cooperatives, the employ~r will select the 
purchasihg cooperative; , 

4. 	 The purchasing cooperative will supply the emp16~er 
with infbrmation for his or her employees. , 

5. 	 For the purpose of this provision, an employee is 
defined as any individual receiving a salary fro~ 
the employer. I 

i 	 I 

C. 	 Large Employer Responsibility 
I, 

Purpose: to maintain participation of large companies 
to control costs. I 

Intended result: to maintain a compet it i ve 
marketplace, to inqrease potential for quality 
improvements, and ~o increase awareness of cost issues. 

1. 	 Employer~ with greater than 100 employees may fo:t;m 
cooperatives or other entities for the purpose of 
purchasi~g health insurance. 

2. 	 Multi-st~te employers may make a decision whethe~ 
to treatieach employment entity or location as a I 

single e~tity for the purpose of determining I 
whether or not it may obtain coverage through a 
purchasing cooperative in its geographic area. 

3. 	 Tax Treatment of! Health Care Costs 

Purpose: to creat~ equity in the tax code. 
i 

Intended result: Ito increase the, number of Americans 
with insurance. 

, i 
I I 

Purchasers of cert~fied health ins~rance plans will receive 
favorable tax treatMent up to a limit -,the so-called "tax 
cap.n , 
A. 	 Tax-free frin~e benefits 

I

1. 	 employer~paid health insurance premiums up to th~ 
amount of the tax cap will be tax-free to the ! 

employee .; 
2. 	 employer~paid health insurance premiums in exces. 

of the t~x cap will be t~xable to the employee a~ 
income. 
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Deductibilit~ 

1. 	 the cosd - up to the tax cap - of a plari will be: 
fully deductible to individuals and the self
employed,regardless of employment status. I 

2. 	 the dedJctibility of health insurance premiums paid 
by indi~iduals for certified health insurance pl~ns 
will not! be limited by the 7.5% medical expense i 
deductib~lity floor; all cost-sharing, co-paymen~s, 
co-insurance, deductibles, and other out-of-pock~t 
costs wi~l continue to be .deductible only to the' 
extent they exceed 7.5% of Adjusted Gross Incomel 

Employer deduction 
1. 	 the cost: - up to the tax cap -'of providing a I 

certifiep health insurance plan can be deducted 9Y 
the employer. 

Tax Cap I 

1. 	 the tax cap applies both to the excludibility ofi 
health ipsurance provided to an employee by an 
employer1and to the deductibility of health 
insurance premiums paid by an individual. 

2. 	 ' the cap is calculated as the average cost of the' 
lowest priced one-third of the certified health i 
insurance plans offered in the purchasing 
cooperative-area in which an individual lives ori 
works. !. I 

Medical Savings Accounts (MSAs) 
1. 	 an MSA will be available for those individuals 

electinglthe catastrophic benefit plan option. 
2. 	 contribu~ions to an MSA :will be tax-favored up tq 

the amou*t of the tax cap, i.e., they will be fully 
deductible if made by the, individual and excludible 
from taxable income if made by the employer. 

3. 	 the cost:of the catastrophic benefit plan premiums 
. must be subtracted from the tax cap in determining 
the amount of contributions to an MSA that will ' 
receive tax-favored treatment. 

4. 	 funds re~aining in an MSA at the end of the year ~ 
can be ccirried forward to the subsequent year. i 
Amounts carried over from a previous year will b~ 
subtracted in computing :the applicable tax cap for 

I 

the individual in the subsequent year. 
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-
4. 	 State and Feder~l Certification of Health Insuranc~ 

Plans 
I 

Purpose: to ensure plans are of high quality.
t 

Intended result: 1 to ensure high quality care, fair 
competition, consu~er security, and standardization 

sufficient to allo~ consumer evaluations. 


I 
A. 	 Plans must b~ certified, by the state in which they a~e 

offered, as meeting the following federal guidelines, I in 
order for a P1urchaser of a plan to receive favorable tax 
treatment under the Internal Revenue Code: II 	 . 

I 

1. 	 demonst~ate the ability to deli~er the full rang~ 
of servrces required by'the standard benefit plan 
throughout the geographic area ih which they arel 
offered,1 as defined by the State. States may nOlt 
require plans to cover specific providers or typ~s 

"d 	 Io f prov~1 ers.. " 
2.. comply with special req~irements for designated:

I
underserved areas. 

3. 	 provide the required arbitration procedures and I 

informatdon about alternative dispute resolution! 
(as defined in the benefits and malpractice I 
sections l) • 

4. 	 establish a provider risk management program to . 
prevent pr provide early warning of practices th~t 
may result in injury. . ' 

5. 	 com~ly w~th risk adjustment. requirements defined1by 
the state. ' 

6. 	 comply w(Lth the standard administrative reformS.1 
7. 	 meet qua~ity criteria. . 
8. 	 demonstrate insurance market reform (outlined

I 

earlier)~ I 

9. 	 meet solvency criteria as defined by the Secretary 
of HHS. ! . t 

B. 	 The Secretary~of HHS will establish a federal procedure 
to approve any plan offered by a multi-state employeri 

I 

5. 	 Benefit Package 

Purpose: to meet pasic health care needs; to limit the 
ability of insurers to use benefi~ plan design to 
attract only the l6west risk individuals; to ensure that . 	 I 
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plans cOmpete based primarily on ~roduct - service, 

quality, price - r9ther than on the health of their 

subscribers; and to make equitable tax subsidies 

avaiiable to all ~ericans. 


Intended result: :to ensure that consumers can draw 
comparisons betweeqplansi costs are controlled; access, 
quality, and 

,I 
services delivery are 

"
improved. 

A. 	 Standard Benefit Package Guidelines: 
1. 	 Medical and surgical services and equipment. 
2. 	 Prescription drugs and biologicals. 
3. 	 Preventive health services. 
4. 	 Rehabili~ation and home health services related to 

an acute'care episode. I 

5. 	 Severe mental health services (narrowly defined): 
6. 	 Substance abuse services. I 

7. 	 Co-paymeQts and deductibles for all but certain i 

preventive health services. 
I 	 ' 

8. 	 Plans are required to' cover the cost of a service 
~ if it is medically 'necessary. The benefit' , 
plan does not .create an entitlement to each 
benefit. , Other benefits may be purchased, but w~ll 
not rece~ve favorable ta~ treatment. , 

B. 	 Alternative c'atastrophic benefit, plan with an integrat'ed 
cash value medical expense ac~ount or income-reiated i 
deductible. 
1. 	 Same ben~fit parameters as above. 
2. 	 ,High cos~ sharing, including deductibles 

(Amount rolled over from year to year) 
C. 	 Benefit disput,es' ' 

1. 	 Plans and, enrollees are required to resolve such I 

disputes Ithrough a timely~ mandatory, binding
arbitration process. 

2. 	 EnrolleesI must show by a preponderance of the 
evidence ;standard that the plan's deCision to 
de~line the service is inappropriate based 
upon ava~lable scientific evidence. 

, 
6. 	 Benefits Commission 

I 

'Purpose: to ensure members of Congress will not become 
embroiled in debates about whether 'to include specific 
types of benefits, procedures, providers or treatments 
under pressure fromj special interests. To allow for 
adjustment Of the standard benefit package while 

I 
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ensuring that the cost of the package can be covered 
with a reasonable,taffordable premium. 

t 

Intenq,ed result:. I to set a rat ional, appropriate 
benefit structure, I to control costs, to increase focus 
on efficiency and effectiveness. 

A. 	 Appointed by ~he President, and Majority and 
Minority leadership in the House and Senate. 

B. 	 Charged with tlarifications in benefit plan. 
1. 	 Required; to report a clarified benefit plan to 

Congress within six months; is precluded from 
adding, but may reduce benefits. Congress will, 
vote on the proposed changes within '60 days of its 
submission en bloc - no amendments (similar to the 
base clog ing process). : I 

2. 	 After ye~r one, changes (additions as well as 
deletions) to the package can be recommended to 
Congressiby the commission once a year; those 
changes ~ust be voted on en bloc. 

3. 	 Coverage; decisions about new procedures or 
technologies generally are made by individual : 
health ptans. Plans may petition the Commission, 
for a coverage decision .under the following : 
conditions: . ' 
a. 	 in ~he event a new technology or procedure 

shows evidence of substantial benefit and 
sub~tantial cost, the Commission can exercise 
itsidiscretion to make a national coverage i 

decision, including an evaluation of the cost 
consequences of th~ decision. . : 

b. 	 in the event a new technology or procedure : 
becomes highly contentious, the Commission qan 
make a national co~erage decision in order ~o 
minimize 'disruption and dissent among the 
public. . 

c. 	 in ~oth of the above circumstances, if 
the 'Commission acts to allow coverage, 
the :decision must b~ voted upon by 

. 	 Con~ress. '. 
C. 	 Prohibited fro~ specifying providers and provider-

specific serv~ces. ' 
D. 	 Required to tr~at severe mental illnesses in the same 

manner as phys~cal health services and subject to the I 

same limitatio~s and cost-sharing. . 
I 
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7 . 

PART 

1. 

2. 

Ability' of States to establish an alternative syst~m 

Purpose: to perm~t states flexibility to enact reforms t9 
reflect alternativ,e proposals. 

, 

Intended result: i to allow experimentation in'health care 
reform to more eff:ectively meet the needs of the American 
people. 

A. 	 Any State may; choose to establish its own system, by 
submitting a ~lan to the Secretary of HHS that 
demonstrates It can meet reasonable standards. 

B. 	 Such a plan m:ust be reviewed, and either accepted or 
rejected, by ~he Secretary of HHS withiri 90 days. 

C. 	 'The plan must l show that generally the same percentage! of 
individuals w~ll be covered within the same time frame 
as the national average. 

D. 	 The State's annual rate of increase in health care 
. 	 I

spending mustiequal to, or lower than, the national, 
annual health! care cost growth rate. 

E Thi plan must: be budget-neutral to the federal 
government. 

F. 	 The State is required to: 
1. meet alII federal data collection standards and 

requirem~nts. 
2. 	 comply with federal medical liability 


reforms.: ' 

3. 	 offer a health benefit plan that has similar 

benefits! and is actuarially equivalent to the 
standard; benefit package or the catastrophic 
alternative. 

,, 
C: 	 TREATMENT OF EXISTING FEDERAL PROGRAMS 

Medicaid 
The Secretary shal~ establish a per-capita federal payment 
based on historical Medicaid costs. States may provide 
coverage to benefi6iaries through a private purchasing 
cooperative, a man~ged care plan, or other alternative. T~e 
per capita rate of igrowth will be" limited to the national 
average. ' 

Medicare 	 i 

A. 	 Within one ye~r of enactment, the Secretary of HHS wi~l 
conduct a study and report to Congress on the phase-in 
of current Medicare enrollees into regionally-based ! 
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purchasing cooperatives. Current enrollees will hav~ 
the option of remaining in the existing Medicare fee~for
service plan,or entering into a revised Medicare risk 
contract until the phase-in plan is approved by 
Congress. ' . I 

B. 	 Medicaie rii~ contracts will be revised and expanded ;to 
experim~nt w~thnew models o! service for the elderl~. 

3. 	 Federal Employees 
The Office of Perionnel Management (OPM) ~ill have the opt~on 
of allowing feder~l employees in ~ome areas to join the 
purchasing cooper~tive and of for~ing purchasing cooperati~es 
with small busine~ses. • 

I 

4 	. Public Health S~rvice 
No change in exist1ing program. 

5 	. Veterans Adminis!tration health benefits 
No change in exist~ng program. 

6 . 	 Department of Defense and CHAMPUS 
No change in existing program. 

7 	. Indian Health Service 
No change in exist~ng program. 

SECTION II I 

COVERAGE AND FINANCING FOR POOR AND WORKING POOR AMERICANS 
I 

PART A: GUARANTEED JCOVERAGE PHASE-IN 

1 . 	 By 1995 
By 1'995, those witt1 incomes below 90% of the federal poverty 
level (who are notieligible for Medicaid) will be provided: 
with a voucher to purchase health care insurance through t~e 
individual and small group purchasing cooperatives. 

2 . 	 By 1996 
By 1996, the coverage for individu'als will increase to 120, 
of poverty level i by 1997 to 140%;, by 1998 170%; by 1999 tq 
200%; and by 2000 ~o 240% of pover,ty. 

3. 	 vouchers 
The vouchers for, thos~ eligible for a~sistance will be ' 
financed by reducing the combined average rate of growth i~ 
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Medicare and Medlcaid from 12% to 7% over six years. Thel 
program changes made to reduce the average growth rate ar~: 
A. 	 Medicare : 

1. 	 Increase Part B co-insurance. 
2. 	 Means Tcest Part B premium. 
3. 	 Elimin~te disoroportionate share adjustment.

" • I'" 	 •4. 	 El~m~nate payments to hosp~tals for enrollee bao 
debt. I 

5 . 	 Reduce lIME and GME. 
6. 	 Impose ~odestco-payments for labs and SNF~ 

B. 	 Medicaid 
I 

. 
1. 	 Eliminate Disproportionate share payments. 
2. 	 Managed: care. 

, .,PART B: ACCELERATED PHASE:" IN 

The guaranteed phase-iri will be accele~ated in the event the 
Congressional Budget Office (CBO) certifies additional federal 
savings from other stru;ctural reforms. . 

I 
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