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MEMORANDUM FOR PAUL VAN DE WATER 

FROM: JOCELYN GUYER & JANE HORVATH 

SUBJ: COST ESTIMATES ON MEDICAID FORMULA CHANGES 

DATE: JUNE 2,1994 

We would like ceo to provide infonnation on the effect on States and the Federal 
Government of various changes to the Medicaid formula. The scenarios faU into two general 
categories: (1) variations on GAO's reconunended chatl.gei!l to the fonnula, and (2) enhal1ced 
FMAPs exclusively for home and community based care' services. In addition, we would like 
to know what would happen if all States were given the same FMAP. 

We realize that GAO has conducted similar analyses in the past, but their database 

does not contain any Medicaid expenditure data from after Fiscal Year 1991. 


If you have qucstioIis about this request, please caU Jocelyn Guyer at 224-9573. 

VariatioDs on GAO's Medicaid formula recommendations 

For each of the options described below, please provide at a minimum information on 
the following: 

o 	 Matching rates for each of the States 
o 	 Federal Medicaid expenditures in each of the fifty States under the proposed 

versus the current fonnula ' , 
o 	 Total Federal Medicaid expenditures under the proposed versus the current 

fonnula, 
o 	 The cost of giving States the option of scle¢ng whether they want their FMAP 

based on the current fOl'm:ula or the proposed fommla ' 

Option 1 
o 	 Replace per capita income in the formula with a meas'W"e of poverty 
o 	 Replace 'per capita income with a measure of total taxable resoUrces 
o 	 Assume no increase in Federal Spetl.d.ing 
o 	 Maintain the existing 50% floor on FMAPs 
", ;, i •. 

Option 2 
o 	 Same as option 1, except allow for a 5% increase in federal spending 

Option 3 
o 	 R.eplace per capita income in the formula with a measure of poverty 
o 	 Allow per capita income to remain in the formula as a measure of States' fiscal 

capaoity (i.e, do not substitute total taxable resources) 
o 	 Assume no increase in Federal spending 
o 	 Maintain the existing 50% floor on FMAPs 
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Option 4 
o . 	 Same as option 3, except allow for a 5% increase in Federal spending 

Enhanced Fl\1AP tor home & community based care senices 

For each of the options described below, please provide infonnation on the following: 

o 	 Each State's new FMAP for home & community based care selViccs 
o Federal expenditures in each State for home & COlmnunity based care services 
~. ~ The total co~~ to the F,ederal government of providing the enhanced match 

We also would like to know what assumptions CBO would make about the behavior 
of States if an enhanced match were provjded for home & community based long term care 
services. In particular, to what extent would States be ex.pected to increase (or decrease) their 
expenditures on home and community based care as a result of a higher F:rv1AP. If they 
increased spending on borne & community based care services, would they also. be expected 
to decrease. funding in other areas (e.g., institutional care). 

Option·6 
o 	 Provide an enhanced FMAP for home & community based long term care:: 

services equivalent to the C1lIl'ent FMAP + 10% 
o 	 Set minimum FMAP, at 60% and maximum at 85% 

Option 7 
o 	 Provide an enhanced FMAP for home & community based long term care 

services equivalent to the current FMAP + 10% 
o 	 Set minimum FMAP at 60% and maximum at 75% 

Option 8 
. ~ 

o 	 Provide an dnhanced fMAP for home & community based long term care 
services equivalent to either a. State's current FMA.P or 80%, whichever is 
higher 

Option 9 
o 	 Provide an enhanced FMAP for home & community based long term care 

services equivalent to either a State's current FMAP or 75%, whichever is 
higher 

Providirig all States with the same FMAP 

Finally, we would like a CBO analysis of the effects of giving all States the same 
FMAP. The FMAP sho:uld be set at a level that would not cause Federal spending to increase 
above the Medicaid baseline. What would the new FMAP be? How would each State fare 
UDder such a proposal? 

'. l; 	 ,I, . 
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MEMORANDUM FOR .JEAN HEARN 

FROM: IOCELYN GUYER & JANE HORVATH 

SUBJ: ADDITION:AL INFORMATION ON FMAP REQUEST 

DATE: JUNE 6,1994 

We had sent a memo to Paul Van De Water on Friday, Juite 3 rega.rding cost estimates 

for various changes to the Medicaid formula. We would like a CBO cost estimate on one 

additional version of the formu1a, a description of which is attached. Also•. in tenus of 

establishing priorities among these various formulas, we would like to, see as soon as you 

finish 1ll:eIp cost ~stimates {~r option, 1 and for the formula described in the attachment. 

Finally. we should have clarified the following in the original memo: 

1. 	 For option 1, 2 and 3, the multiplier in the formula needs to be changed (i.e, 

the current multiplier is .45). It should be set at a rate that would result in the 

total amount of payments to states for 1994 through 1998 being equal to what 

they would have been without a formula change. (In option 2, it would· need· 

to be set' at a level that generates paymcnts5% above the baseline). 

2. 	 By "home and community based carell we mean personal assistance services 

.and Medicaid spending on home and community based care waivers. In the' 

cost estimates, please break out the cost of providing the enhanced FMAP to 

'. }; 
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Option 11 

Enhanced FMAP for home & community based care services based on the GAO's 
recommended changes & the Clinton AdministratioJl's long term care FMAP 

'.. ;, 	 I. f 

o . 	 Provide an erihanced FMAP for home & community based care services 
o 	 The "base" FMAP should be based on total taxable resources & the poverty 

rate for each State. The multiplier should be changed as necessary. 
o 	 To the base, should be added 28 percentage points 
o 	 Thc range of FMAPs should be restricted to 78% to 95% 

r. , 

' ... 
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EXECUTive OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 


WASHINGTON. D,C, 20603 


June 1, 1994 

MEMORANDUM TO: ' 	 IRA MAGAZINER 
LAURA D'ANDREA TYSON 
,ALAN BLINDER 
PAMELA SHORT 
ROGER ALTMAN 

.. ,. 
i. LES SAMUELS 

MARINA WEISS 
ERIC TODER 
KEN APFEL 
JUDY FEDER 
KEN THORPE 
BO CUrrER 
GENE SPERLING 
JOOY GREENSTONE 
JACK LEW 
CHRIS JENNINGS, 

, OLENA BERG 
JONATHAN SILVER~ 

FROM: 	 ALICE M. RIVLIW ' 
\ 

SUBJECT: . ~EALTH REFORM POLICY GROUp MEETING 

" I, 	 i. 

This will remind you of our weekly policy meeting on Thursday. June 2, at , 
~;OOPM in rggm 248/0ld Executive Oftlca Building, The topic will be the three­
tiered "trigger", for coverage that ,Is being discussed by Senator Breaux and others. 
Enclosed is a description of this poli,cy provided by Senator Breaux's staff. 

If you cannot attend this meeting, please notify Karen Dooley at 395~5178. 

Enclosure 

;i • t ' 
~ , 
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(fax #) 

,FAX,TO: .',) 	 I~A MA~AZINER Room 216/0EOB 

LAURA 0'ANOREA TYSON x56958 

ALAN BLINDER x56958 

PAMELA'SHORT x56853 

ROGER ALTMAN (Joen) 9-822-0404 

LES SAMUELS ' 9-622..0648 

MARINA WEISS (or Nancy) , 9-622-2633 

ERIC TOOER 9-622-0646 

KEN APFEL (or Azalia) 9-690-6405 

JUDY FEDER (or Magan) 9-890-7383 
i, t 

KEN THORPE (or Veronica) 9-401-7321 

BO CUTrER Room 231/0EOB 

GENE SPERLING (or .Paul) x62878 
I' '11"''''-'"" r,$:'/W""i' 

, ': 	 JOOY GREENSTONE 62216 

JACK LEW (Hans) x67431 

CHRIS JENNINGS x67431 

OLENA BERG (or Rico) 9-219-5526 

JONATHAN SILVER (or Rona) 9-482-2741 

MARJORIE TARMEY , Room 214/0EOB 

!, 
, \, 
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NO RMPLOYRR MANDATE, BUT ALL EMPLOYERS 
5UBJ!CT TO HARD TRIGGn 

fIRMS WITH 100 OR MORE RMPLOYEES: three years after enact.ment., 
if market ~eforma 1n a voluntary system do not result in 8S' of 
the currently uninsured employee~ o! f1rms in this c~tegory 
ga1nlnq coveraqA, a mandate would go into eff,ect. 

, of employees in thi5 catego~y who are uninsured ... 11% 
# of uninsured employees in this cateqory...... 7.4 mil11vn 

(9S\ at 7.4 million; 6.3 million) 

% of all tirtns ............1. 6% 

, cf all employee~ ...... 60.8' 

FIRMS WI'!'H 25 TO 99 EMPLOYEES: four years after enactment I if, 
marketrefornls 1n a. volunt.ary system rio not result in ill of the 
currl!mt:ly uninsured employeelll of firm~ in t.his cat.eqory gaining 
cov~ra..qe, a mandate would go into affect. 

~ of Amployees; in this cat'egory who aI:e u.ninsured ... 21t 
f of uninsured employees i.nthiliJ 'category.'..... 3.3 million 

(80% of 3.3 mlllion = 2.6 million) 

\ of ~ll firms ........... 6.S% 

% of all employees ...••. 15.9% 

FIRMS WITH FEWER '!'HAN 25 F.'MPLOY~:e:S! five years o.fter enactment I' 
if market reform3 in ~ volu.ntary system do not ~~~ult in 75' of 
t.he currently uninsured employees of fil.1lI5 in this category 
gaining coverage, a mandate .would 90 into effect. 

~ or employees in thia oategory who are uninsured ... 2f)it 
# of uninsured employees in this cat.qory...... 9.9 million 

(75\ of 9.9 rnill1~n • 7.4 million) 

%"0£· all fi.r:msl: ..,: ... ! .. 91.9% 
% of all employees ..•... 2J.O~ 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

washington, D.C. 20503 

June I, 199.4 

LEGISLATIVE REFERRAL MEMORANDUM 
LRM #1-2855 

TO: Legislative Liaison Officer ~ 

DEFENSE - Samuel T. Brick, Jr. - (703)697-1305 - 325 
HHS - Frances White - (202)690-7760 - 328

/5/J ' 
FROM: 	 JANET. R. FORSGREN (for) ~~ 

Assistallt Director for aSlatiVe Reference 

OMS CONTACT: 	 Robert PELLICCI (395-4871) 
Secretary's line (for simple responses): 395-7362 

SUBJECT: 	 VA Proposed Testimony RE: S 1757, Health 
Security Act . 

DEADLINE: . NOON June 2, 1994 

COMMENTS: Senator Packwood's Field Hearing (Portland, Oregon) 
on VA's future under health care reform. The hearing is on 
Friday, June 3rd. The VA witness will be Barry Bell, Director 
of the Portland VAMC. 

OMB requests the views of your agency on the above subject before " 
advising on its· relationship to the program of the President, in 
accordance with OMB Circular A-19. 

Please advise us if this item will affect direct spending or 
receipts for purposes of the the "Pay-As-YoU-GO" provisions of 
Title XIII of th. omnibus Budget Reconciliation Act of 1990. 

CC: 
Nancy-Ann Min 
Ira Magaziner 
Chris Jennings 
Jack Lew . 
Lynn Margherio 
Jennifer Klein 
Greg Lawler 
Jason Solomon 
Meeghan Prunty' 
Frank Reeder . 
Todd Grams 
Shannah Koss 
Barry Clendenin 
Janet Forsgren 



LRM #1-2855 


RESPONSE TO LEGISLATIVE REFERRAL MEMORANDUM 

If your response to this request for views is simple (e.g., 
concur/no comment) we prefer that you respond by faxing us this 
response sheet. If the response is simple and you prefer to 
call, please call the branch-wide line shown below (NOT the 
analyst's line) to leave a message with a secretary. 

You may also respond by (1) calling the analyst/attorney's direct 
line (you will be connected to voice mail if the analyst does not 
answer); (2) sending us a memo or letter;. or (3) if you are an 
OASIS user in the Executive Office of the President, sending an 
E-mail message. Please include the LRM number shown above, and 
the subject shown below. < 

TO: Robert PELLICCI 
Office of Management and Budget 
Fax Number: (202) 395-6148 
Analyst/Attorney's Direct Number: 
Branch-Wide Line (to reach secretary): 

(202) 395-4871 
( 2 02 )395-7 3 62 

FROM: (Date) 

(Name) 

(Agency) 

(Telephone) 

SUBJECT: VA Proposed Testimony RE: S 1757, Health 
Security Act 

The following is the response of· our agency to your request for 
views on the above-captioned subject: 

Concur 

No objection 

No comment 

See proposed edits on pages 

Other: 

FAX RETURN of pages, attached to this 
"response sheet 
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OCA Draft It 5 

STATEMENT OF 

BARRY. L. BELL, DIRECTOR 


PORTLAND VETERANS AFFAIRS MEDICAL CENTER 

BEFORE 


SENATOR PACKWOOD'S FIELD HEARING ON 

HEALTH CARE REFORM 


JUNE 8,1994 


Good afternoon. It is a pleasure to be here today and to have this opportunity to 
speak to you about the Department of Veterans AffairS' future under national 
health eare reform. And it is especially fitting now, as we pause to reflect on the 

- 50th anniversary olthe end ofWorld War D, to reiterate our commitment to the 
millions of brave Americans who served so valiantly on our behalf each time the 
nation called upon them to do so. 

When the President submitted his proposal for health care reform to Congress on 
November 20, 1998, he Bet forth the goal of a future in which all Ameriea.n.s would 
be guaranteed access to affordable health care. The Presidentls proposal also gives 
VA the opportunity to enter into a new era in delivering health care services for 
veterans. 

To help usher in that change, in October oflast year, VA established a National 
. Health Care Reform Office. Its charge is to plan, develop and implement a 


coordinated and comprehensive approach to VAls successful participation in 

national health·care reform, which will help guide the Secretary and other top 

management in this new endeavor. I have provided a copy of tho first report 

. produced by that office. which identifies the areas in which VA must conoentrate its 
efforts to prepare for refonn. 

Under the President's proposal for health-care reform, VA would remain an 
independent health-care system and would give all 27 million veterans and their 
families the opportunity to enroll in a VA health care plan similar to private sector 
plans offered to other citizens. The VA, in tum, would be able to receive premiums 
and payments from the responsible payers, just as any other health care provider 
would. 

This would mean that any veteran who enrolls in a VA health-care plan would 
receive the comprehensive benefits package described in the President's proposal. 
This would ensure that all VA enrollees would have available to them a full 
continuum of inpatient and outpatient care.· That continuum of care is not 
available from the VA for l110st veterans und~r current law.. 
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All veterans who have service-eonnected disabilities, low·income veterans, and 

veterans who are ex~POWB who choose a VA health plan would receive the 

comprehensive benefits package totally free; they would pay nQ premiums, no 

copayments, no deductibles. For the great m~ority of these veterans, this would 

constitute a vast expansion ofVA preventive and outpatient care benefits and 

elimination of the current VA medication copayment requirements. 


These service-eonnected veterans would include all veterans with a service­

connected disability, more than 3 million veterans. The low-income veterans 

include all veterans with annual incomes below the following levels (which are 

annually acljusted for inflation): $19,912 for a veteran with no dependents and 

$28,896 fora veteran with one dependent, with $1,880 more allowed for each 

additional dependent. There are an estimated 6.8 million veterans who would 

qualify for free care on this basis, inoluding some number of service-connected 


- veterans having dual eligibility under these criteria. Higher income, non-service­
connected veterans who have Medicare eligibility would be able to use their 
Medicare benefits to obtain VA care. 

Under the President's proposed health care reform plan, VA would continue to 

receive appropriations to its medical care account. In addition, for the first time, 

VA would also retain payments from third parties and use those funds to provide 

health·care eervicea. VA will receive premium payments provided by veterans' 

employers for each employed veteran and family member who chooses to enroll in a 

VA plan. VA will also retain the copayments and deductibles it receives from 

higher"income, non-service-eonnected veterans and for the c.aro ofdependents, the 

premiums VA collects from the sale ofsupplemental benefits, and the payments it 

receives from other plans for the furnishing ofcare to other plans' patients. 


In addition, the President's proposal authorizes a $8.8 billion investment fund ($1 

billion in FY 95, $0.6 billion in FY 96, and $1.7 billion in FY 97) to assist in the 

establishment and operation of VA health plans. 


The scenario Ijuetdescribed is one that would ensure the viability ofVA. and 

beyond that. would give VA the opportunity to flourish as a significant provider in 

the American health care marketplace for the followingreasons: 


• 	 . All veterans who choose VA as their provider will receive care and treatment 
based not on our current complex eligibility rules but, rather, based on 
medical need and the spectrum of services included in the comprehensive 
benefits package. 

• 	 As VA recognizes, in the new competitive environment, we wiIJ need to 
improve access toeare by establishing clinics in communities where veterans 



TO: 202 395 6148 . JUN 1. 1994 3:49PM P.B4FROM:KONICA FAX 
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do not today have convenient aeeces to VA services. In addition, long waiting 
times for health care services Will have to be eliminated. 

• 	 In combination with Federally appropriated funds, new funding streams 
would give the VA Bystem new stability and the opportunity to compete 
effeetively. 

The significant chanps to the VA health care system afforded by the proposal, 
along with other provisions granting VA the flexibility now available to other 
health care providers, are all part of a fonnula that we believe is eBSentia1 for the 
success ofVA under national heath care reform. The President's proposal builds 
upon the strengths of tho VA system and provides an excellent starting position to 
implement the major ch4nges that health care reform will bring to the country. For 
example, we already function under a managed care structure that could be 
expanded upon under reform. In addition, our eosts for providing oare are 
comparable or lower than those in the private sector, and the quality, overall. has 
been notably higher, according to the findings ofthe Joint Commission on 
Accreditation of Hea.lth Care Organizations (JCAHO). 

I do not want to minimize the challenges to VA, however. which are formidable. VA 
has never before had to Roompetelt for patients.. We have never had to make 
customer service our number one priority. above all others. And we have never had 
to develop and implement business plans in the strict sense. But we welcom.e the 
challenge because it affords us an opportunity to improve and grow and because it 
will allow us to carry out our mission of caring for our nation's veterans. 

Senator, the Department ofVeterans Affairs And the facilities serving Oregon 
veterans have set forth their visions to become successful participants in the 
reformed national health care delivery system that I hope this country wi11soon 
enjoy. Last Fall, in anticipation ofhoalth care reform legislation my staff and I at 
the Portland VA Medical Center began a strategic management process. Its 
purpose is to identify the changes we need to make to enhance customer service and 
efficiency and to ensure that our facility meets the standard that would be expected 
of the very best provider in the community, while retaining the high quality of care 
we have always given our veterans. We are well on our way to identifYing and 
making those changes which would allow us to provide to every veterans choosing 
the VA plan, comprehensive care based ·on a primary care model. We plan to offer a 
full range of services, enhanced by education and research, benefiting veterans, 
their families, and the nation as a whole. 

Aa Secretary Brown stated in his May 18, 1994 letter to Members of Congress, liThe 
veterans' health-care provisions in the PreE:ident's bill are critically important to the 
future of the VA. II The Secretary also recognized that the final health-care reform 
package may differ from the President's proposal, and urged all members of 
Congress to help ensure that any health-care roform legislation finally enacted will 
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DRAFT 
achieve for veterans the kinds of improvoments that the President's plan would 

provide. . . 


I would be pleased to respond to any questions you may have. 



\ 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

Washington, D.C. 20503 

June 1, 1994 

LEGISLATIVE REFERRAL MEMORANDUM 
LRK #1-2856 

TO: Legislative Liaison Officer ­

.EOP - Review Only, See Distribution ~lOW - ( 

FROM: JAN~T R. FO~SGREN (fOr)A-/~:(~~-c~.i_
Asslstant Dlrector for Leglslatlve Reference 

OKS CONTACT: 	 Robert PELLICCI (395-4871)' 

Secretary's line (for simple responses): 395-7362 


SUBJECT: 	 OPM Qs and As RE: HR 3600, Health Security 

Act 


DEADLINE: 4:00 P.M. June 2, 1994 

COMMENTS: HOUSE COMMITTEE ON WAYS AND MEANS DATA REQUEST - ­

The attached table provides FEHBP weighted average monthly 

premiums (program-wide). 


OMB requests the views of your agency on the above subject before 
advising on its relationship to the program of the President, in 
accordance with OMB Circular A-19. 

Please advise us if this item will affect direct spending or 

receipts for purposes of the the "pay-AS-YOU-Go" provisions of 

Title XIII of the. omnibus Budget Reconciliation Act of 1990. 


cc: 

Nancy-Ann Min 

I_raMagaz iner 


.Chr is Jennings 
Jack Lew 
Lynn Margherio 
Judy Feder 
Judy Whang 
Jennifer Klein 
Bob Rideout 
Al Seferian 
Len Nichols 
Meeghan Prunty 
Janet Forsgren 



\ 

" 


LRM #1-2856 


RESPONSE TO LEGISLATIVE REFERRAL MEMORANDUM 

If your response to this request for views is simple (e.g., 
concur/no comment) we prefer that you respond by faxinq us this 
response sheet. If the response is simple and you prefer to 
call, please call the branch-wide line shown below (NOT the 
analyst's line) to leave a message with a secretary. 

You may also respond by (1) calling the analystjattorney's direct 
line (you will be connected to voice mail if the analyst does not 
answer); (2) sending us a memo or letter; or {3) if yo~ are an 
OASIS user in the Executive'Office of the President, sending an 
E~mail message. Please inciude the LRM number shown above, and 
the subject shown below. 

TO: Robert PELLICCI 
Office of Management and Budget 
Fax Number: (202) 395-6148 
Analyst/Attorney's Direct Number: . 
Branch-Wide Line (to reach secretary): 

(202) 
(202) 

395-4871 
395-7362 

FROM: (Date) 

(Name) 

(Agency) 

(Telephone) 

SUBJECT: OPM Qs and As RE: HR 3600, Health Security
Act, 

The following is the response of our agency to your request for 
views on the above-captioned subject: 

Concur 

No objection 

No comment 

See proposed edits on pages 

Other: 

FAX RETURN of . pages l attached to this 
:----:-­

response sheet 
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FEHB Weighted Average Monthry Premiums - Programwide 

I Calendar Year 
Weighted Avg Monthly Premium 
,,"Ohan e 
Celende.r Year 
Weighted Avg Monthly Pl'lmilJm .. ~~ 
"Change 

1984 
181.40 

9,9% 

1990 
256.46 

8.7% 

1986 
149.68 
-1.1% 

1991 
268.48 

4.7% 

1986 
132.87 

-11.4" 
1992 

288.26 
7;4% 

1987 
16Ei.74 
17.5% 
1993 

312.23 
8.3% 

1988 
196.99 
26.8% 
1994 ** 

323.18 
3.6% 

198& 
236.86 
20.8% 

Premfums rap.....nt the total programwtda walghted average monthI)' premiums• 
PopulatIon. ,eiteat Marof'i enrollment figures for eaCIh year. 

··1994 welghtod averago premium r. b•••d on March, 1893 poptdatlonl. 

-'" _'.'-- -------"'----­
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,June 2, 1994 

NOTE TO: 	 NANCY-ANN MIN 
IRA MAGAZINER 
JACK LEW 
CHRIS JENNINGS' 
LYNN MARGHERIO 
JUDY FEDER 
JUDY WHANG 
GREG LAWLER 
MEEGHAN PRUNTY 
JASON SOLOMON 
BARRY CLENDENIN 
DANIEL BLUME/ANDY SWIRE 
SHANNAH KOSS , 1\." 

/) !, () /J '(. <­
FROM: 	 Bob Pellicci (X5-4871).I ,.I"·r ~.t..v. L . 

. 	 , I 

SUBJECT: 	 REP. CARDIN REQUEST FOR INFORMATION -- The attached 
responds to Sean Cavanaugh's request for technical 
assistance on physician training/academic health 
center issues. 

DEADLINE: 	 NOON FRIDAY, JUNE 3RD 

/ 
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JUN 2 1994. 

NOTE TO JUPY FEDER 

The attached materials respond to a request from Sean Cavanaugh, 
of congressman Cardin's staff, for teohnioal assistanoe on 
physioian training/academio health center issues. 

This request asks for assistanoe with six items. 

The attached draft response inoludes items that recommend Mr. 
Cardin adopt provisions inoluded in the HSA. Other items have 
been previously cleared for the staff of other committees. 

Responses which are based on provisions of the HSA include: 

4. Factors for payment of IME, and 

5. Features of the allocation system. 

Items previously cleared include: 

1­ Recipient of DME funds previously cleared for 
L&HR 

Senate 

'3. Factors for payment of DME 
E&C and Senate L&HR 

previously cleared for House 

6. Study 
E&C 

on medical education previously cleared for House 

The only draft response not previously cleared is: 

2. Recipient of lME funds 

If there are any questions regarding this draft response, please 
call me at 690-5824. 

oc: Bob Pellioci 
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1. RECIPIEHT OP DHB PAY.MBHTS 

If Mr. Cardin's goal is to: 

specify that pa~ents for direct medical eduoation CDME)
would be made d1reotly to the residenoy program, or any
other entity designated by the program, including a teaching
hospital, consortium, or group practice 

Then 	Mr. Cardin could: 

1. Include section 3031, with revisions, to provide 

A. 	 In (a), for the Secretary to make payments to tithe 
entity designated by the programn 

B. 	 In (b) I that a funding agreement for such payments
shall provide that "the entity designated by the 
approved physician training program" will expend
the payments only for such purpose 

c. 	 In (c), provide that "the entity designated by an 
approved physician training program may be the 
program, a teaching hospital, medical school, 
multi-specialty group practice, consortium 
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3. Include Seotion J032 with revisions to provide; 

A. In (a)(J), add language to provide that 

(1) 	 "the applioation shall contain a written 
agreement, signed by the principal
participants in the physician training
proqram which designates the entity which 
shall be the formal recipient of payments and 
which indicates that all parties agree on a 
distribution ot payments; and" 

(2) 	 "the entitI receiving payment shall agree to 
submit per odic documentation to demonstrate 
that the funds are being distributed in the 
manner agreed upon by all parties. 

B. 	 In (b), provide that such payments will be made by 
the Secretary "to the entity designated by the 
approved physician training program••• " 

1. 	 Add to section 3001(e) the definition: 

"A postgraduate physician training consortium is 
defined as a formal association between two or more 
training institutions in a community and affiliated 
phYSician residency training programs Which 

(1) 	 collaboratively determine the allocation of 
individual residency training slots among 
local training programs 

(ii) 	provide support, direction and coordination 
for participating entities engaged in 
training residents 

(iii) 	 includes at least 50 first-year
postgraduate training positions' 

(iv) 	meets other requirements as may be provided 
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3. RacZPIBBT O~ XX. PAYKEHTS 

If Mr. Cardin's goal is to: 

Speoify the entity to receive IKE payments by providing IHE 
funds to be distributed directly to teaching hospitals 

Then 	Mr. Cardin could: 

1. 	 Include subtitle 8 with revisions 

A. 	 In Section 3101, 3102, and 3103, substitute 
references to teaching hospitals for references to 
academic health centers 

2. 	 Do not change definition of academic health center in 
section 3101 (c) or provisions of Part 2, EJections 3131 
and 3132 
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:1. FACTORS pea PAYKK5T 07 DNI rUBDB 

If Mr. ,Cardin's goal is to: ' 

Distribute direct medical education (DME) funds under a 
formula based on program-specific costs and, 'after a 10 year
transition period, based on a national average payment
alllount 

Then 	Mr. Cardin oould: 

1. 	 Make tIME payments, after a transition period, based on 
a national average, geographically-adjusted per
resident amount, as provided in Subpart C,Seetions 
3031 - 33 

2. 	 Provide a transitional payment schedule for DMZ that 
blends all-payer Medicare per resident amounts for DME 
with the new geographically-adjusted national average 
amount over a 10 year period at 90/10, 80/20, 10/30••• · 

A. 	 Revise section 3033 (b) by adding in a new (3) 

(1) 	 For the 10 years after the state in which the 
program is located beeoJaes a partieipating 
state, DME payments would be made based on 
the amounts determined by multiplying the 
number of approvedpost-qraduate positions
during the year by the per resident amount 
calculated as a blend of: 

(a) 	 90, 80, 70 ••• percent of the all-payer
Medicare eost per resident, and 

(b) 	 10, 20, 30 ••• percent of the adjusted
national average per resident amount 

B. 	 The all-payer Medicare cost per resident'in an 
approved training program would be 

(1) 	 A weighted average, based on the number of 
such residents at each hospi.tal during F'l ,94, 
times the hospitals' average Medicare per
resident eost during its FY 94 cost reportinq
period 

(2) 	 For residents in a location that did not 
receive direct graduate medioal education 
payments from Medicare in FY 94, the adjusted
national average per resident amount 

-----,-_. --'''_. 
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C~ 	 The hospital's F'Y 94 average Medicare per resident 
cost is the hospital's total updated per resident 
amount under section 1886(h) of the social 
security Act, divided by the number of approved
positions, without regard to weighting factors, 
paid by Medicare during that period. 

3. 	 Revise Sections 3031 Ca) and 3033' Ca) (2) to provide
that in 1996 and 1997: 

A. 	 Institutions 1n non-participating states would 
continue to receive Medicare payments as under 
ourrent law 

B. 	 Institutions in participating states would receive 
all-payer OME payments based on the payment rate 
as revised above 

C. 	 Medioare would transfer funds into the workforce 
account only for positions in participating states 
in 1996 and 1997 

4. 	 Revise budget figures in Section 3033(a) (1) to reflect 
new policy in 1996 and 1997 ' 

A. 	 Payments to programs would be SUbject to an 
adjustment factor such that total payments in any 
year (including Medicare payments and payments
from the workforce account) would not exceed the 
amounts specified in section 3033(a) (1) 

5. 	 Revise Section 4051 to reflect new policy in 1996 and 
1997 

6. 	 For ,impact of ten year phase-in, see attached table 
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4. PAC'l'OR8 FOR PAftB.., OF IKE J'1JNDS 

If Mr. Cardin's goal is to: 

Distribute IME funds according to Medicare policy, with 
consideration give to payments for residents partioipating
in ambulatory s~ttings 

Then 	Mr. Cardin could: 

1. 	 Pay IME based on provisions of Section 3103 (b) without 
revision 

A. 	 Section 3103 (b) provides for payments to be based 
on: 

(1) 	 The ratio of hospital gross reoeipts from 
both inpatient and outpatient servioes in the 
previous year, and 

(2) 	 The ourrent law Medicare indirect teaching
adjustment specified by in Title XVIII 

2. Provide for the study of !ME payments in section 3103 
(c) to include analysis and recollll'l\endations concerning 
IME payments in ambulatory settings 
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5. FEATURES OF PHY8ICIA» ~.I.G ALLOCATIOBSYSTBK 

If Mr. Cardin'sqoal is to: 

structure a residency allocation plan to promote the 
training of more primary care physicians 

Then Mr. cardin could: 

1. 	 Include the provisions of Subtitle A, Part 1, Subparts
A and B, sections: 3001, 3011, 3012, and 3013 
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S~UDY OF THE BPPBCTSOP ~ORN 0. KBDXCAL BDUCATIOB 

If Mr. Cardin's goal is to: 

Provide for the Secretary of,HHS to study the effeots of 
health refor.m on medical sOhools and make recommendations 
regarding' whether a distinct funding source is warranted, 
what such a funding source should be, and a method'for 
distribution of possible funds 

Then Mr. Cardin could: 

1. 	 In Section 3103, insert a new (d): 

tf(d) 	 The Secretary shall 

(1) 	 Analyze 

(1) 	 The impaot of competitive health plans 
on payments for professional services 
delivered by physicians who are faculty 
at medical schools 

(ii) 	The oosts associated with the shift of 
medical education from hospital
inpatient to ambulatory, non-hospital
sites 

(iii) 	The nature and extent of any
uncompensated costs of·clinical research 

(iv) 	Other factors relevant to the cost of 
aedical education 

(2) Make recommendations regarding 

(i) 	 The need for a national program of 
~ssistance for medical education 

(il) 	A method to distribute funds among
eligible medical schools under such a 
program 

(iii)Possible sources of revenues to support 
such a program 

2. 	 The secretary shall report on such analysis and 
recommendations by Deoember 31, 1996 
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pzeaLdent Bl11 Clinton 
The Whlte HOule 
W.ahington, D.C. 20500 

Y,{/ 
,

Dear ~. p~ldent. \ 

I 
I 

w. have alwaya AGreed that unlveraal cove.age mUI~ ~e the 
Clorneretone of health Clare reform. That .tand aannot wa'Ver as we 
continue our progreaa ln congress to enact comprehena1ve heal~h' 
cara refo%'ID 1.g1alat1on. I, 

I , 
Just .a the Senate Committee on Labor and HUman R.80u~oe. 
~e1nforcedthat commitment last week, troubling aignala bave 
appeared fram the pr... and e~e xamber. indicatinq that 
universal coveraoa i8 no~ a r.ali.~ic 90a1. 

I 

Aa you well know, the bul1dln~ blocks of meaninoful refor.m are 
1nestricably llnked. Un1ver8a~ cover.;. i8 not only a humane 
goal, One which mo.t lnduatrlailaed countriea have attained. 
B8cau•• 1~ would end wasteful and inflationary co.~-.hiftift9, it 
1. a180 key to maklnq health c,r. affordable. 

I 

I 

Affordable, universal c09.~agei81mPOD.ible without mean1nqful,
employer-baaad finaneln;. Wa have been debatin; thia i.aue long
enough to be olear on this point. Suggestiona that w. w.ate more 
ye.~a and mo~ lives t1nkering!around the edges of almoat 
covering everyone, trying to make health care almost affordable, 
are a diverslon from the falr .nc! WDrkable,fr~woZ'k you have 
p~•••ntlJd. Dnworkable propo.a~s that would put the bu~den on 
lncU.viduala to pay molt of the,coata of their care, or projeot 
ampl~ercontribut1an. into .om. distant futu~e, cannot achieve 
the health care reform that Am8~lcana are counting on u. to 
deliY.r. ' 

I 

!he leqlllative procesl 1nvolve~ \ oompromi••• There wll1 c.r~alnly
be major oompromise. on matters'of importance •• diffeZ'ent viewu 
ehApe the final health oare leq1s1at1on. But there mu.t be a 
fir.m foundation on whlch thoee a~p:cm18.a are built. univeraal 
coverage, affordable for all and fa~~ly flnanced, aQ.t ~ema1n the 
baei. of that foundatlon. ' 
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'l'hoee of us on t.he Labor Committ•• "have already accepted
difficult OOmprcm18Q8 and willi have difficulty sacrifio1nq
further. : 

w. look forward to a••ist1no YOU%' .ffort. tcva%d th. goal of truca 
unive~.al coverav. foz health ca%e 1~ a~y way ~hat we aon. 

I 
! 

Sinaer.ly, 

• 
.~..... 

Paul David Wellstone Howa~ Xe ••nbaum 
united Statee Senator united state. Senator 

• 
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I 
~EKON8~aATION or 9APITATED DRUG BENEFIT OPTION 

, 

SUMMARY - The Sec.ata.y wouild ,be raquired to ini tiata a 
demonstration unda. whioh J:)enatioiarias would ,be qiven tha option
of raoeiving their drug' baniatits throu9'h a cSru9' benetit 
manaqament (OaK) plan in.t••C ot standard Madicara. This option 
would structured similar to! the our.ant Medicare risk proqram. 
Tha 4amon.tration would start two year. aftar tho atrective date 
of the standard dru9' oenafit onC woU1C be authorilo4 in , atat•• 
tor , y ••rs. I 

i , 
ENROLLMENT , I 

, 
I 

o 	 During- an annual, 30-daYi open enrollment poriod, beneficb.ries 
in the demonstration stateewould have the option of enrolling 
to receive their aruq bepefits through a DBM pl~n with a 
MQdicaro contract or HMO/eMF with a risk contract. 
Benefic1aries who bocome:entitled to Medicare between OpE!n 
enrollment periQds woUldihave the option of enrolling in the 
month precoding entitlement to Medicare. As with the risk 
program, no health screo~ing would be permitted. 

o 	 The secretary would prep~re materials ~hat would provide
information that would assiat benoficiariee in maX1nq a Choice 
among the avnilable drug!benetit plans t HMO options and 
standard Medicaro. The cost of preparing these mat~rialQ 
would be born by the pla~s. As with the risk ~rogram, all 
marketinq materi~le would have to be approved l.n advance by 
the Secretary. Direct m~rketin~ (e.~. door to aoor, 
telemarketing) to benef1ciar1ee would loa prohibited.

I 	 . 

o 	 Be.neficiarie.s wiShing to ienroll in a plan could do so only 
throuqh a third party designated by the Secretary. Enrol1lllEint 
in the plan would be forioneyear, or until the n9xt opon
enrollment period. 

i
BTl\Nt)ARDS 	 i 

I
In ordQr to be eligible to partiCipate in this demonstration, 
drug benefit manaqem9nt plans would have to have a contract with 
the Secrotary. There would Ibe no limit on the number of 
contrac'tors in a demonatrat~on state. 'l'he Secretary would 
develop standards simil.ar to those. under the risk contracttng 
proqram and other stamlards ;tha~ would address I 

I 
o 	 Access to community pha~acieG 

o 	 Drug utilization raviQw iQquirements 

o 	 Formulary structure (defi:nition of major indications, ra.inimum 
requir;ements and procedures for a physician obtaining coverage
of a drug not on the rorm~lary)

I 
I 

I 

http:simil.ar
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.. I 
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, 

I 

o 	 8eneficiary safQguards i~ regard to use ot prior 8uthorizatioh 
I 

o 	 Compliance programs i 
I o 	 Prooedures for out-of-area claims 

o 	 Financial requirements 
I 

o 	 Quality standardg and 50% commercial enrollment 
1These s.tandarde would be ueveloped by th~ Secrgtary one year

prior to ~he start of the dqmonstration. 
I 

DBM plans would be required Ito provide aCCQSS to a pharmacy in 
every cgmmun1ty t.hroughout the state. In addition t.o this state­
wide pharmacy network, mail..!lorder pharmaoies could be offered by
plans as an option to enroll'ees. 

iBBNmrtcIARY OOST-SHARING I, 

Similar to the I'is); contract: program, plans would have the opt.ion
of offering a cost-sharing structure t.hat would bg different from 
that under standard Medicare~ Thsy could 

I 
o 	 requ1re a monthly premium; in lieu ot part or all other cost­

sharing. , 

o 	 offer a poiht~of-cerVice ~ption w1t.h coinsurance hig-her than 
tho 20\ under standard Meqieare. 

However, the actuarial value \Of the plan'S premium and coat­
sharihq could not exceed 95% lof the actuarial value ot the 
deductible ana coinsurance under standard Medicare. 

! 
In addition, pl~na would be prohibited from having differential 
cost-sharing based on the thEl'r~peutic class of drug- presoribed or 
other cost-sharing structuresl thnt tho secretary believQ8 woula 
bca likely to dimcourage enroliment by individuals with medical 
conditions that require extensive use of prescription druqs.

I 
\' 

One year prior to ~he start of
\ 

the demonstration, the secretary
would dQvolop a payment lnethoQology based on tho costs of the 
dru.g benefit under SJtandard M$dicare. payment to plana would be 
discounted tg take into acoount the savings generated by
rest.rictivQ formul;:J.rie.s and. pharmacy networkSJ. 

I 
. 	 I
During the first three years of the. demohstration, the secre~ary
could require plans to provid~ complete ut.ilization aata in order 
to refine the payment methodoli,og-y. The Secl'etary would have the 
authority to audit this data. 

SOOPI 
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28 June 94 

NOTE TO: 	 Malanna Verveer 
Jack Lew 
Chris Jennings 

FROM: 	 Andrea Lev..ri.oJ. ' 
Attached 1s the letter on admi6istrative costs that the First Lady
requested Ken Thorpe to prepare for her to send to Members of 
Congress. Please let me knowl if there is anything more you would 
like us to do on this matter. I I can be reached at 690-5508. 

I 
I 

I , 

cc : Ken Thorpe 
Xaren Pol11tz. 



, 
.SENT BY:Xerox Telecopier 7021 6-26-94 ;10:24AM 94567431;# 3 

I 

I 


Oear Member: 

i .
In reoent discussions, a number of questions have been 

raised regarding the comparativ~ administrative oosts of 
operating public and private health insurance and the oauses of 
differenoes. I want to share w~th you information which 
addresses these questions. \ 

! 

Analysis conducted by the Health Care Financing 
Administration's Office of the Abtuary indicates that in 1991 
administrative costs for all priyate health insurance were 
equivalent to nearly 17 percent of benefits paid out. For the 
same year, Medicare administrati~e costs were slightly more than 
two percent of paid benefits. For purposes of comparison, 
Medicaid's administrative oosts were, on average, equal to 4.2 
petcent. (See Chart 1.) I 

I 
Two factors are espeoially ~elevant to explaining the 

difference in administrative cos~s between publio and private 
health insurance. First , Medioar.e is a universal system without 
marketing or sales expenses and ~t bears no administrative costs 
for determining the acceptabilit~ of or avoiding potential risks 
(llunderwriting") posed by applicants.

I 

I 


Second, as Chart 2 indicates:., administrative C.ost as a 
percentage of benefits is closely! related to the si2e of the 
group coveredi small groups face relatively muoh higher 
administrative expenses than do l~rge groups. Because of its 
size, Medicare enjoys substantialladministrative economies of 
scale; with an enrollment of nearly 35 million persons, the pool 
over which its administrative exp~n6e5 are spread is very large.

! 
I 

Th~ Health Security Act addr~sses both of these factors 
which account for the high administrative costs too many small 
groups are now experiencing. Tog~ther, univer~al coverage, 
insuring large groups, and prohib~ting underwriting assure low 

• • • I

adml.nl.stratl.ve costs. I 
Sincerelyi,

I 

\ 

HRC 
! 
I 

I 

http:adml.nl.stratl.ve
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BROTHERHOOD OF tEAMSTERS 
! 

Afl·CIO I 
I 

OHlC( 0' 

RON CAREY 
OINUAl ,tUII)(Hf 

, 
I 

FAX T RAN S It( ITT Af,L C 0 V E R SHE E T 
I 
i 

i 

SENDING FAXlNUMBER IS (202) 624-6925 
I 

is. ,PAGES FOLLOW THIS PAGE 
I 

PLEASE, CALL (202) 624-6986 IF THERE ~S A 
I 

PROBLEM IWITH THIS TRANSMITTAL 

I
I 
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BROTHERHOOD OF TEAMSTERS 
AFL<IO 

, 
I 

TO: 	 Chris Jennings r i 
~J 

FROM: 
'. t 	

Fredda Vl":deCk.~rUCK-_ 
iDATE: 	 May 3l, 1994 

• J­
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MEMORANDUM 

To: Hillary Rodham Clinton 

From: Chris Jennings 

Date: June 21, 1994 
i 
I

Re: Tomorrow's Senate D.P.C. Luncheon 

cc: Melanne 

.1. PURPOSE 
i 

To re-institute and further cultivate Iyour positive relationship with the DPC message 
group membership and to help focus members on an agreed upon message and 
communication strategy for the upcoming ~eeks., 

I 

II. BACKGROUND 

i 
Tomorrow you are scheduled to meet with the Senate DPC Message group. As per 

your conversation with Senator Daschle tdday, the attendance is expected to be relatively light 
but participants should include our strongest supporters. One other special guest will be 
Governor Lawton Chiles. . !. 

Notwithstanding their desire to be !supportive, the Members are becoming increasingly 
nervous about the prospects of health refQrm. They have been targeted with relentless anti ­
Clinton-plan lobbying efforts. Some are /becoming worried that their support for the Clinton 
plan might become something of an albatross to them. This is largely based on their 
perceptions of the success of the negativ~ campaigns against the plan and their assessment of 
developments (or lack thereof) from the Finance Committee. That's the bad news. 

I 

The good news is that they all sti~l want to get a comprehensive reform bill enacted 

this year. They want to do whatever they can to help facilitate this end. 


I 

The latest news emerging from t~e Senate Finance Committee relates to the work of 
six Members of the Committee: Boren, :Breaux, Bradley, Chafee, Danforth, and Durenberger. 
Yesterday, Senator Bradley outlined the ;proposal he is working on with this bi-partisan 

,J 

, 



group. The proposal provides for universal coverage that is assured by a hard trigger 
mechanism into an individual mandate. If 96% of the population is not insured by a 
specified date, the individual mandate requirement is implemented. ( It is important to note 
that it is one rather than three triggers u:nder this proposal.) In addition to this hard trigger, 
there is a soft trigger which provides for a commission to make a recommendation to 
Congress in a manner similar to a fast track procedure that would outline its suggestions as to 
the best way to achieve universal coverage. An employer requirement could be one of their 
recommendations. Senator Bradley's proposal also substitutes a tax-cap-like cost­
containment mechanism in place of our premium caps. Lastly, of particular note, Senator 
Bradley provides for some type of payroll assessment for those firms that are not providing 
insurance at the time the trigger is set to be pulled. This mechanism along with anti­
discrimination provision is being utilized in an effort to guard against firms dropping 
coverage all together. 

So far, it is unclear where all the other members of the bi-partisan group stands in 
regard to the specific proposal. It is clear however, that they are working on a proposal 
extremely similar. It is also clear that the threat of pulling this bill out of Senate Finance 
without a vote has provided for added incentive for the Republicans to cut a deal with these 
conservative Democrats . 

Governor Chiles is expected to give a presentation about how the Republicans 
(through the RNC) have been attempted to kill his attempt at passing the next round of 
necessary provisions to get his comprehensive reform bill implemented in Florida. His 
discussion should help point out how many Republicans are going to be -- or are going to 
be pressured into being -- very partisan on this issue. Although he will share this 
information, he does not wish to (himself) go to the media with this. Lieutenant Governor 
McKay has already been quoted by the presson this issue. 

According to. John Hart, Governor Chiles is in town to lobby for his Medicaid waiver 
from HHS; the Department is in intense discussions with Florida. It is important to note that 
there are 5 outstanding controversial issues that are of grave concern to the Administration ( . 
To break the logjam, Governor Chiles is attempting to meet with the President to make his 
case. The President has decided to meet with Governor Chiles and arrangements are now 
being made to set up this meeting. 

SUGGESTED TALKING POINTS 

• 	 i would suggest that you reiterate the middle class theme that you have utilized in 
recent weeks related to who is left out in a 91% coverage world. 

• 	 I would spend some time providing encouraging words that illustrate a continued 



optimism that we can work something out. In this context, I would suggest however, 
that you acknowledge the enormous pressures working against this end. 

• 	 Avoid mentioning any comment that indicates a desire: that the Finance Committee be 
bypassed. Instead focus on the desire and hope that the Committee can produce a bill 
that can be legitimately defined as providing coverage to all Americans. 

• 	 Solicit advice and suggestions as to ways in which we can better communicate a more 
useful message out of the White House and how we can help Members do the same. 

• 	 If asked, I'd characterize the Bradley/bi-partisan discussions as too early to tell, but 
express that you are encouraged that under whatever options they are considering, it is 
clear that they want to guarantee universal coverage. 

• 	 If you decide to make yourself available to the media following the meeting develop, a 
common set of talking points that you would like all participants to use following the 
meeting. 
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P'Q,posal: Allow HPPeS/Health Alliances to re'quire high-bid pliins ,~q~q~reas~'dedu,crlbles as . 
one way to Sl-ay within spending targets ., . ~. ­

" " 

DCls:riptlQW . . 	 .'. .... . -. . . . 
. . If-health pla~\pr~mium'?ids. excee~ .budgettargeti) sOiJl~.;£J~'~~~~~;~fe~i~~~t .Clint.on's : 

proposal, would .requue Immediate ImpoSition of across-the·boa~p, Pt~~··<;t?~tr61stk:mandatoIY· . \ .... . ... 

ptice-~ollbacks.. But there are ~lso market-orien:ed alternati~es .tpat ~p:;~i~~~e ~tri:>ngef !parket . 
mce~tJve6 for hIgher-cost plans to moderate theu premium mCrea~eSJm4~e[~~~;contr~1 costs. . 
Such.market-oriented actions may prove quite effective and ~w9~4 th~'~,~~~'(ortnandafory price 
controls. 	 '.' .' 

..:.~.">.~ "J.' :::. :; ... 

. ' Here's how it would "Vork. Ifa HPPClHA teceived .p~fuiu ~,.:: d..·,~h~r~ceeded the '. 
spending target for its area, one of the tools in its. arsenal would;·.~e :tq 'tY.·;Nih~Qi~ p~ns of a • 
pteil1iumlirnit.The limit wo~ldbe determined by the HPPC/NA(...,.e.}riii.~Un)that Could. 
be allowed and sti~ keep total·he~th insurance pr~mium~ with~n, its; ~:-~~e~;.;T~e.pl~~ would be 
allowed to meet. tlus target premIum through thelf ownmtern~.:t·p.t~~~l).~geH~t~pns wIth 
providers; improved manageJ;Ilent - andlor by increasing their de.~l1c~~~~s~'!pl$n~·:would not be ' . 
allowed, however, to change either the standard benefits cOvered,Or tl1e~~p:imum cost-sharing
limits. 	 -'. . .. '. . 

f(o-CQIIlP~titil; F;tfects 	 .; .' ;;}:;}.. , '.' .' 
.'. . This approach puts higher-cost plans at a competitive d~~~~va#.t#$.e: ' Tbeywiltbe . 

offering the sarrie benefit package as their competitors - but \i\fitl1 h9tKtugh.~r.premiu:nlS..and 
higher deductibles. Research shows that individuals key offofhpth.~j{l,~*swh~nmalQ~g,. 
cOmparisons amongsimUar benefit plans.Thus a high-cost plan ~oul~.~ijlrl.>~:~Udwe4Jo market 
its product, but with potential stiff market penalties of lower en(QUI~~l\t;Wh}<;lj6I1oi.tld:c~use it. 
tQ \V()rk harder towar<l economies before the next year's bid.T?)he~~~tit :t~~f th~traditional .. ·· 
f~e"for-se[Vice plans ate more e;x.Pensive, this approach strengtl\~hs n~M';S?mp.ep~ve p'ie8s~re~ on 
the~. to match HMO econonues. The HPPC/HA would.b~ ~~letQJ~~~P;J~~sperid19g wlthm 
budget. targets without eliminating plans, regulating plans [hat are w~~n\~~agepI9r.pr6vider . 
price controis. ' •.• ;:;:; •..• '. _- .. 

", . 

. EconorrUc ·res.earch, e.g. RAND health insuranceexpe(j~ertti:~~9~6.~~~testhl1tl1igher 
deductibles, in themselves, help to reduce utiUzati()n and heatth'cos~s:<:~~9).~'e~~n,omh: theorist$., 
such.as Harvard's Martin Feldstein, argue that higher deduct1ble~ ~re~~¢, ~¢(tW.aYlo cr~ate a .' 
more effe<;:tive healthcare mar~et. .A number oflegislative propo~p.ls;;t~~rr~~~arly.Rcpu:bll~an­

, '. 	 sponsored, en?orse making available higher deductible (catasttop.hlc)·~~~~l1SJ9$trei1gthen 
1ll:arket Incentlves. . '., ,'. , 

;, . 

Consumer Effects ..' •. ':> .•.. , 
. A deductible penalty can become a significant pro-comp~titl~4tf~qt~h_;At f~ldy low ...• 

eXpense levels, there is aboU[ a $1111 tradeoff between premiums:.ari4.~~~¢ci~lrs;l.e. to reduce:a 

"~' . 



prcmlum by $lOOlre~r ~a'y inv,o!ve almost a $lOO/year deductibl~"inct.~~~!!: ;Ai l~igher deductible 
levels! because f~wer lOdlVlduals 1fl~r such costs,. the tradeoff's ar~'~e~~~Jt F,g.:a 'lQO(y~ar 
pr~Il'l1um reductIOn for an already hIgher-deductible plan may reql,l1re,~,"lZ.5;'$1,50 or more 
further increase in deductibles. Thus, the farther a health plan's'preml,um~~a(e (forn the 
HPPCIHA target, the (disproportionately) greater its deductible,incr~~:~~~f-c.nal?, is likely to be., 

high~r-~~:;;~-:;n~a~~e:~eJ~~;~:s:~~j}:~~ili; ~th~tthl~~~l;~~e~:~~blkelY 
to be chosen by moderate income individuals. And they preserve:sqnl:~'¢q:t\s~fi.1e(abiliiY, at least 
du.ri~g a t[ansition.a~ period, for in~jviduals to have freed0.m-of-c.h0ke:~Hay'wi~h'~sting 
proVlders and traditiOnal plans while the plans work to brmg theucostsJllldercorttcol.' , 

Reyenue Effetts',', ; :.. " 
, This approach produces ~imi.hlr revenue savings to a tax Cpp'.(lr:t').'~~:e('prernhiin li~rutJ Le. 

there will be restraint on premium levels and thus on tax-favored emp19y,~:(~orjtr~butions~ so 
there will be reduced Fe,deral tax expend~tures. Individuals will be payint_'the:higher deductibles , 
out-of-pocket from theIr own after-tax mcomes. ' ':,,' , 

Marlon TQ Q~h<!r CQst Cgntrol Strategieij • '.,' /' ::.::. , 
, " This appro;lch ~dds another, powerful weapon to a HPPq.I-{I\~~,:.~~e(1~~ -(o{}:Qaking 

strong.health~are markets work for co?Sumers in i~s area, partiC\lla~ly 4~n.ogl,:i~efhort:terrri . ' 
transluon perJOd., In the longer..,run, If market-onented measur~s:,~o~9t;p.~\>V~ ~ffect.tv.e;relYlng 
heavily on deductible increases could be faulted for shifting too many c(:i~t~'~() ,dm'sumers and . 
require higher government subsidies. Other national strategies cou~d. th",sp4 ~,equi~ed. depending 
on the reasons markets are not working as well as hoped, e.g. anti-::tmstlbe'I)~fi[ package' 
reductions, price controls. . , ' 

. ' 

: ,<. , 

" , 

<::: ~ , : 
" " 

' .. i 
. ' ~,::; 

.';!' ., 

'. ~ : ,." 
;".' ~ 

:..~, ' 

',;::: ", 

":' , 

2 
, ,.; 



TEL: Jun 22'94 5:12 No.006 P.01 

FAX MESSAGE 

TO: Mr Chris Jennings, The White House 
FAX No.: 202-456-7431 
From: Uwe E. Reinhardt, 270 Brooks Bend, Princeton, N. J. 08540 

Tel. 6Og.924~76251~5394 

Fax 609-924-6083 
Date: June 23, 1994 
Pages (cover included): 4 

Dear Chris: 

I have Just unburdened my soul, once more, in the attached op-ed piece, which I hope to 
publish somewhere. I've sent it to the NYT. Whatever happens, I would like to share it with you. 

Keep on trucking! Best regards. 

I 
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Uwe E. Reinhardt 6123194 

In survey after survey, the American public has expressed overwhelming support for 

universal health Insurance. To the respondents, that term probably means that every American 

should have unfettered access to needed health care, and that no family Should suffer financial 

distress as a result of ill health. Practically. this means that the nation's haves should subsidize 

the health insutance of the have-nots. 

Every industrialized nation has achieved universal coverage decades ago. By contrast. 

some 40 million Amerlcans (17% of the population) remain uninsured. They are haunted by the 

prospect of going without appropriate health care when it is needed or of going broke over 

medical bills. Uniquely in the United States, medical bills are one of the major reasons for 

personal bankruptcy. Even the currently Insured should worry about that fate. if their health 

Insurance Is tied to a particular Job. In the emerging global economy, any particular job can be 

easily lost, and with it the family's health insurance. One serious illness can rob such a family of 

its entire savings. As one pundit has aptly put it, private health insurance In America is really 

health unsurance. 

Many politicians favor a polley to control first the health-care costs for insured Americans. 

before Insuring the uninsured. They look to charity care by the hospital sector as a safety net for 

the uninsured. But that safety net Is now financed by relatively lax cost contrOl, which allows 

doctors and hospitals to recoup the cost of their charity care from insured patients. More effective 

cost control for insured patients will destroy this financial cushion and, with it, the safety net. 

Consequently, a strategy of cost-controHirst, universal-cover age-later wll I visit very harsh rationing 

on the uninsured. 

Not only the uninsured will bear the cost of that rationing. It will spill over onto the rest of 

us. First, the often costly, last-minute Charity care rendered the uninsured in hospitals may 

actually cost society more than would the more cost·effectlve, ear1ier interventions the insured 
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take for granted. Second, sustained neglect of proper health care for millions of low-income 

Americans may yet unleash In this country a major public health hazard--in the form of 

comniunlcable diseases--that is apt to spill over onto the well-to-do, whose children may end up 

paying a stiff price for their parents' current myopia. 

Finally, unless universal coverage is made compulsory and is strictly supervised, the 

insurance reforms now advocated by some centrist reformers--mandatory community rated 

premiums and Immediate coverage of pre-existing medical conditions--wlll unleash a veritable 

festival of adverse risk selection on the part of both consumers and insurers. Consumers will self­

insure as long as they are young and healthy, and throw themselves upon the mercy of 

community-rated insurance when they are older or sick. Similar1y, at community rated premiums 

Insurers can reap huge profits by avoiding potential customers with health problems. One should 

never underestimate the industry's genius in this game of "cherry picking." 

In short, one need not be a card-carrying socialist to support the pnnclple of universal 

coverage for very pragmatic reasons, which Is probably why ordinary Americans support It in such 

overwhelming numbers. But if universal coverage be their wish, now would be the ideal time to 

communicate that to the Congress in forceful language. We have, at long last, a President who 

is passionately committed to that goal; but he faces a deeply divided Congress. That Congress 

is buffeted by powerful Interest groups, whose financial fortunes rest In the status QUO, and by a 

business elite that opposes universal coverage on purely Ideological grounds. The "people" may 

well be drowned out In the fracas, especially if they remain diffident. 

Ironically, the opponents of universal cov~rage have In common that they typically 

luxuriate in very comprehensive health Insurance coverage, purchased for them by some private 

employer or, in the case of federal legislators, by the government. In a table headed "What 

Business Execs say about Health Care Reform", for example, Fortune (May 30, 1994, p. 26) 

reported that 49% of the executives polled in its spring survey opposed "giving coverage to the 
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uninsured," 13% had no opinion, and only 38% favored It. About 75% of them favored "access 

[to health care] through personal insurance. II 

Yet, few of these executives are likely ever to have purchased "personal health insurance" 

themselves. Most 6f them enjoy generous, life-long coverage purchased for them by their 

company's benefit manager, at group premiums totally divorced from the executive's health status 

and treated as tax-deductible expenses for the company, but not as taxable compensation for the 

executive. Even If the company took the full premium out of the executive's take-home pay, this 

tax-preference effectively buys him or her a dollar's worth of health insurance at a cost of only 

about 50 cents in forgone take-home pay. Is it not bizarre to hear people so well protected by 

their group policies, and so coddled by the tax 'code, preach to America's uninsured (most of 

whom are low-paid working stiffs) the virtue of "individual responsibility" in health care? 

Congress' see-saw over health reform suggests that we may not see a health (efonn bill 

at all this year, or that It will follow Scarlett O'Hara's famous dictum to "think about it tomorrow. II 

In the present c"ase, the Scarlett O'Hara technique would take the form of so-called "soft triggers" 

designed to nudge some future Congress to consider this or that action, if by some distant paint 

in the future X% or more of the population remain uninsured. Practically, that approach Is likely 

to leave between 20 to 30 million middle-class Americans uninsured by the end of the decade. 

By then the cost of ordinary spells of illness will Quickly break the bank of an uninsured middle 

class family. If Amencan voters are content to let this game of Russian Roulette in health care 

go on. then let them note that it may hit their own household hard one day, and let them then .be 

"individually responsible" for their plight. as they Intended to be, when they were well-off, and 

healthy. 

Uwe E.Relnhardt 
Princeton University 



Questions to ask Finance Staffers: 

1. 	 Are subsidies tied to the average of lowest 1/2 (2/3?) of 
all bids or just bids inside the HI PC? 

2. 	 Is premium tax levied on bids above the average of the 
lowest 1/2 (2/3?) of all bids or just bids inside the HIPC 
or something else altogether? 

3. 	 Is the high cost plan premium tax rate set to IIfill the 
llrevenue hole or just a flat rate to collect revenue? If 

flat, what? (25%, 35%?) If to IIfill the hole,lI please 
define the hole. 

4. 	 Is there also a tax cap? If so, is it pegged to the average 
of lowest 1/2 (2/3?) of all bids or just bids inside the 
HI PC? 

5. 	 What do you do with Medicaid noncash in interim and after 
mandate is triggered? 
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Consumers' Guide Rates Best, worst of Nation's Hospitals 

-
WASHINGTON CAP) A New Jersey hospital has the lowest death rate 

among America's acute care hospitals while Puerto Rican hospitals have 
seven of the 10 highest, according to a federal-----------------~-------guide. 

The Consumers' Guide to Hospitals issued Monday lists about 5,500-
acute care hospitals and analyzes 18 million federal Medicare cases for 
the period 1989 to -1991 to establish the death rate for each 
institution. Data for the jUide come ~ the Health Care Financing 
Administration, a part of the Department of Health and Human Services. 

·Among hospitais with. at least 1,500 Medicare cases, and at least 
five 1991 cases each of heart attack, pneumonia and congestive heart 
failure, the book lists the Deborah Heart & Lung Center, in Browns 
Mills, N.J., as having the lowest death rate. Of 3,905 cases at Deborar. 
Heart, the -actual death rate was 3 percent and the adjusted death rate 
was 4.3 percent.--

In the same category, the sanJuan Municipal Hospital in Rio. 

-
Piedras, Puerto Rico, was listed with the nation's highest death 
rate•. Of 3,412 cases, the Rio Piedras hospital had a death rate of 
20.6 per cent and an adjusted death rate of 18.8. 

The next six hospitals on the highest death rate list also are -
in Puerto Rico. The adjusted death rate allows for the fact that some 
hospitals treat patients who are sicker than those of other hospitals. 

Ten highest death rates: 

1. San Juan Municipal, Rio Piedras, Puerto Rico, 3,412 cases 

20.6 percent 18.8 percent. 
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2. 	Areci~o District Hospital, Arecibo, Puerto Rico, 3,415 
20.8 18.0 

3. 	Ponce District Hospital, Ponce, Puerto Rico, 3,428 17.3 

15.1 

4. 	Mayaquez Medical Center, Mayaquez, Puerto Rico, 4,267 20.( 

14.9 

5. 	Dr. Eduardo Garrido Morales Hospital, Caquas, Puerto Rico 
3,422 20.0 14.8 

6. 	Aguadilla Regional Hospital, Aquadilla, Puerto Rico, 2,359 

18.5 14.6 

7. 	Hospital Universitario Or. Ruiz Arnau, Bayamon, Puerto 

Rico, 4,045 19.3 14.5 

8. 	Baptist Memorial Hospital, Forrest city, Ark., 2,043 :15.7 
14.3 

9. 	Redlands Community Hospital, Redlands, Calif., 5,492 13.3 

13.8 

10. Campbell Memorial Hospital, Weatherford, Texas, 2,140 

13.0 ; 13.6 



.' 


Optional Language Re Universal Coverage Triggers 

The Commission must report to Congress biennifally. The Report 
must include, but is not limited to, analysis of: topics: 

structure and performance measures of every market area (HCCAs 
within stat.es), including the structure of the delivery system, 
number, organizational form and enrollment in all certified health 
plans; state implementation of responsibilities, including 
establishment of coverage areas, status of' small group insurance 
reforms, development of. purc:.hasing cooperatives and other buyer 
reforms; status of transition":of .Medicaid toward managed care and 
inte tion into purchasing pools; evaluation of adequacy of 
s sidies for low income individuals; status of Medicare 
recipients~ including transition of Medicare into risk contracts; 
progress toward coverage among employed including status and level 
of voluntary employer contributions and participation rates in 

. , pools and among ,large' employers~ . 

t :, 


" Each report must include the percentage of individuals who are 
enrolled in accountable health plans, including Medicare, Medicaid, 
low income, and employed individuals. 

Each biennial report (1997, 1999) m~st also include informal 
recommenda tions, specific to each market area, qp how ~he area /)- -., 
might increase coverage among .. the residents .. -~~ ..... ..;r~'j"')'- ..... , ".,I." ••l.~....... 


~ ............,C Gi IJli :::-17.~ 177~..r- M ~¥..~- J'f""""'; ­.c (, • I "'l 
.. In the event that 95% of all Americans are not enrolled in an, ~ 

accountable health plan, or remain: in a publicly funded program j'\... . 
(Medi7are, Medicaid, VA, CHAMPUS), the 2001 Commission report must; H 
also ~nclude:, . '....... ',;:~{ 

formal and specific recommendations to Congress on how 'f,'!; .' 
market areas that have failed to reach 95% coverage can ·f'/" 
achieve that status. Those formal recommendations MUST I '1''''''£' 

I 

address all relevant parties, including states, employers, : " \ ',; 
) employees, unemployed and low income individuals,~' 

beneficiaries of public programs etc~ 

Congress must consider, within 6 months, all the 

....... recommendations of the' Commission. Congress must enact the 

,.~ Commission recommendations or an alternative which will ensure 


_ 17'.,,,,,-"" 
~. coverage at the levels required under this act. 

L If Congress fails to p.ct within the specified period, the 

following provision will automatically take effect:
f 

All individuals in the .... non-complying coverage area 
will be automatically enrolled in the low cost plan in the 
region (or ran~omly enrolled). HHS will develop a process by 
which this provision can be enforced. HHS enforcement may 

. include requirements on ...§IDIU.Q.y~r!5_~remiums from 

.~ individual wages, ~fRS enforcement ~roceedin~ or any 


I ,other enforcement mechanisms t7t wilra:cn.reve the desired 
level of coverage in the area. '. e· / .' /., J . 

. *) "<l' c:;, ~ .... /' ,.-....... ' c· ~ 

"""'-).;.... '-.... 

J 
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Employer Group Purchasers 

, Jeffords-Durenberger-Kassebaumdivides employers into three 
classes, based on employer size. 

1. Small Employer Group Purchasers :' 100 full-time 

employees or less. May,purchase a qualified health plan' at the 

adjusted community rate, modified for age, through either 

independent insurance agents"or through private ., non-profit, 

purchasing groups. 


2. ' Dua1.7Cl'i'nice ers: Between 101-250 full-time 
'employee13 ~ I;ciy e ect/to-"e treat~ eithe "lar 

or "smal~Ployer'. Electi, emain~ in, fect:: ~~ree 
r" 

, 3. ,Large Employer Group Purchasers: More than ~ full-
time employees. May offer either a state-certOfied health plan 
for which the employer negotiates the rate experience-r~), an 
employer~sponsored health plan (risk-bearin an bo types 
of plans as a group health plano Largeemployers group 
together to negotiate health plan prices. 

Employer Reguirements 

All employers must offer their employees (including part ­
time and seasonal workers) a choice of at least three health 
plans-- one of wl').ich is a point of service option plan. 
Employers may meet this obligation, in part, by"offering 
qualified association plans. Employers also must provide their 
employees with information regarding how to obtain health plans. 
If the employee requests, the employer must enroll them in their 
choice of health plan and deduct the amount of the premium from 
wages, minus any employer contribution. 

Large employer purchasing group health plans must meet same 
insurance reform requirements as other health plans, including no' 
pre-existing condition, open enrollment, guaranteed issue, 
guaranteed renewal, portability, etc. However, more appropriate 
solvency requirements for risk-bearing plans will be developed by 
the Department of Labor. .., 

Associatio~ Health Plans 

The Jeffords-Durenberger-Kassebaum amendment grandfathers 
existing association health plans that have been in existence for 
three years prior to the date of enactment. These include trade 
arid professional associations, religious organizations, public 
entity associations"; and Chambers of Commerce. Association 
health plans must meet solvency requirements developed by HHS and 
take all comers in their designated association. Ot·herwise, all 
qualified health plan insurance reform requirements apply. 



Individuals 

Individuals not employed by an employer purchaser may 
purchase a qualified health plan directly from an agent or from a 
private purchasing group. Or, if they are members of an 
association which offers an association health plan, they may 
purchase directly from that association. 

COBRA 

Unlike the Chafee/Clinton:bills, COBRA is not abolished. 
This accomplishes two main objectives:· (1) avoids confusion and 
disruption for consumers by allowing individuals to continue 
coverage u,nder their current plan for·up to two years after they· 
.leave employment; and (2) helps.stabilize premium rates in the 
community-rated pool. . . . 



BENEFITS PACKAGE 

The Board would be authorized to: develop recommendations to 
clarify covered benefits and cost-sharing; develop interim coverage 
decisions in limited circumstances; consult with expert groups for 
appropriate schedules' for covered services; propose. modifications to the 
benefits package that would not go into effect unless enacted by Congress 
under base-closing procedures. 

Congressional priorities: within the constraints of the actuarial 

limits, Congress directs the Commission to adhere to the following 

priorities. 


parity for' mental health, with emphasis on designating a set of 
managed mental health services for maximum flexibility and 
efficiency 

. b) . consideration for ne,eds of children and vulnerable populations, 

including rural andunderserved persons. 


C J P~"'<'J..:;t-'" c.~ 
The standard benefit package can not exceed the actuarial value 

equivalent of the Blue. Cross/Blue Shield Standard Option under the Federal 
'Employees Health Benefits 'program. 

The' board shall establish multiple cost, sharing schedules that vary 
depending on the delivery system by which health care is delivered to 

\"individuals enrolled in a qualified health plan. In addition the Board Will'--\ 
'I provide for a "catastrophic" option designed. to prevent adverse risk 
\Ls~lection when combined with the risk adjustments' call.ed for in the bill. \ 

This option.will contain higher cost sharing and/or fewer benefits.Ui l' /:'1'<'~ /t., o.y,) . '.' .' 

Covered Services 

A qualified health plan shall provide for coverage of the' items and 
services described below only for· treatment and diagnostic procedures 
are medically necessary for appropriate as defined in S. 1770 as. amended 
by Durenberger: 

Inpatient and outpatient care. 

• . Emergency, including appropriate transport services. 



• 	 Clinical preventive services, including services for high risk 
populations, immunizations, tests, or clinician visits. 

• 	 Mental illness and substance abuse. 

• 	 Family" planning and services for pregnant women. 

• Hospice care~ 

• Home health care. 

• 	 Ou~patient laboratory, radiology and diagnostic. 

• ,Outpatient" prescription" drugs and biologicals. 

.. Outpatient rehabilitation services. 

• 	 Vision care, hearing aids and dental care for individuals under 
22 years of age. 

• 	 Investigational treatments. 

<" 
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DEPARTMENT OF INSURANCE (001) STANDARD PLAN 

ESTIMATE!) COST PER MEMBER PER MONTH (PMPM) 


HMO Option. 


HOSPITAL INPATIENT SERVICES 
HospitalChargl!5 Olher Than Those.Usted Below !1CO CopaymenC I DaV (Days. 1-5) ......... - ­

t~ 6"\ 01\ 
IIAlternate Chlldbirth nf!lhIP~ .A.!~:!~;:;70;;;,:i «"" ~~ r;'.

2'1-Houl Hospital Admission and Discharge $100 CopaYfflenl1 Day (Days 1-5) 
Freulandng Dit1h Center 

$:21'-65TOTAl 

HOSPITAL EMERGENCY ROOM SERVtCES 

(copavment waived If aornllted) 


Elrn!rgency Room (emergencies only) 
 $100.00 Per Vhif 

Eme,rgenc.y Room (non-eme,?encies) 
 Not Cavored 

.' 

Ambulance (~mel~ncies) $50.00 Per Visit 

AmbUlance (rion-emergendes) 
 Not Coverod 

TOTAL Sl.61 
" r 

OUTPATIENT and HEALTH CARE PROVIDER 

SERVICES 


Hospilal Sel'\llces 

Outpatient Surge.y 
 ~50 Copaymonr 
Ompalient Thetapy $10.00 Copaymenl Per Vi5il 
OtApati,ent OX, lab, X-Ray Covered in Full 

.;

Freestanding 0u1palient Cart' Cell4ers 

Ou'palienl Surgery 
 $50 Copayment 
Outpatient Therapv $20.00 Copoymenl Per Vlsll\, 

Oulpatient O.K,lab. X-Ray COl/Glod In full . 
'. 

~fJ1A. PfJ... P ~ 
... 

'7 e 



Primary Care Physician Services 
OfficeVltlls 
Inpatient Visits 

Mlicellanoou$ Office Sef'.liC8io 


InjectIons 

lab, X-Ray 


Specialty Cafe P"ysicianS~Ni(!es. 
Office Visib ' 
Inpalient Visits. ' 
.(:~!'!!~!!z:!:~~~' 
EmergellcyRoom Visits 

MlscellaneQus OffICe Services 


, Injet1iOl'IS 

lab, X-Ray 

Radiology and Pathology 


SUlgery as InJla:Ii~nr 
Same Day Su'gery 
Surgical Cille i~ Plovide,'s OffICe 
AsI\slallt 
Aneslhesia 

Noo-StJrgical Sphle and Back Disorder Treatment 

Transplanl 

"0 CClpaymene Per Visit 
~vered in Full 
Covered in Full 
Covered in Full 
Covered in Full 
Covered in Full 

lio.co Copaymenl Per Visit 
~?t).~ Cer:.'«~ii: rtf "visa 
$20.CO Copaymenl 
520.00 ~paymenl Per VisR 
Coveted in Full 
Covered in Full 
Covered in Full 
CoVeted in Full" 

Coveted in fuji 
CC\leted In Ful 
Covered In Full 
COVlH'ed In Full 
Ccvsfotl/n FuJi 

SfO~OO Copayrnenl Pet Vilit 

CoV"ed In Full 

TOTAL 

2 


" I' 

142.14 



EOUCAnOKAL AND ffiEVENTIVE SERVrCES 
G8f1ellll Health Edtlcalion 
Office Visit Edutalkln 

Prevenlive S9fVlces 

fleallh As'sessmwt Exam 

Pediatric and AdulllmmllnI7;;\11n!"''!: 

Pap SmearsJM'ammograms. elc. 

Fami,ly Planning S1!rvices: 

Oral Cordr3ctpllv6S 

Conltaceptive Ofivice'3 

Impfantable Coll,racepCive Devices 


RoutiJle Eya and EaI Elfanu 

Eveglasses (c~ildren throogn 19) 

HUfiog Aids (children Ifl.Olfgh 18) 

Oenral SeMees (children through 18) • 

Preven1ive Servlce:l 


DIetary 1!\S1rucHon 

Prevenlive Medical and Reprodud'lvc 
Care 15 SUbJect to a S 150 Calendar , 
Year MalOOtumDenerit 
$25,00 Copaymenl Per Exam 
r_......_ .. ,_ r ..... 
__ ..... ,"' ..... u." ..u 

Covered In Full 
Covered In full 
sa I Pr~trlplion Of Rerall 
$50 Copaymenl 
$50 C4>payme1l1 

COYet~ as Part oCfhe $150 Beraer.1 
Alfow;mce 

NotCowred 

Nol Covered 

Nol Covered 

Not Coverlld i' 

TOTAL $11.71 

3 



MENTAL HEALTH SERVICES 
(npanelll 

Residenlial Ireatmetlt 
Ou\patient Treatment Sef'lices 

SUBSTANCE ABUSE SERV1CES 
.npatient 
Resldenllal Trealmen\ 
vuip.u.eol TUl3tmeni Sef'lices (~O \'isils) 

OTHER SERVICES 
Ourable Mlfflh::al Equipmeot 
Ollho'ics and ProslheliC!! 
Sl<illed Nursing Services 
Horne tlealthCllU! Services 
Hospice 

Pfe!ctiptioo Dlugs 

TOTAL 

! 100.00 Copavme.nl ~ dayt 1-5),. 
8alance ClWered in Full 

Not COYefod 
$10.00. Copavmef1l Pel Visit 
(20 visits per c:tlendar yelW) 

Not CM:'~!'!::! 
Not CoV'ered 
Not Covered 

TOTAL 

Covmed in Full I
Covered In Full 
CO'Vet'ed 10 Full 
Covered., Full 
C(Jvered In Full 

$1 for Genetic; BriNld PrucriptJollS are I 
flol Cnvered 

$2.90' 

1).56 
0.24 
0.14 
0.81 

$ t 1.5.3 

;, .$13.68 

• Includes the componenl fl/ke-for illI covered menlallleallh seI1Ijces 
.. Includes Ihe component pike I(J; all covered melllal health and substance urvices 

4 
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HOSpnAL INPATIENT SERVICES 
HOSPITAL EMERGENCY ROOM SERVICES 
OUTPATIENT and HEALTH CARE PROVIDER 

SERVICES 
EDUCATIONAL AND PREVENTIVE SERVICES 
MENTAL ttEAlTtl AND SUBSTANCE ABUSE, 

42.84­

12.11 
2.90 

SERVICES 

C~:~SE~CES I L~:::: I 

iiii;:ii'IPii'I'h.,ll nit!til;;.. •n~:fit!· j;;i<'JFiiliHllh .f,:
Ali'IHt\T JlI~qH {ihlt ',l$';Wl.ifi:/:;i( ?1.;f~rliJlii
,ii',' j;ldl·J.(~IJI·tl'i'H.:h'in'i I' !'i!Jlt'lk:,1}j1,!nmhH'{:,,.::" ....... 'i~ •..• ~.'!>.'>;. t·.,t)."~ •..~·.,.' ."! ••••. -:" .•• ,."#~, ..• ····, 


T olal \/1/93 PMPM 

Trend to 111/94 

Projected GeographIc Adjuslmenllo Reflecl AnUclpated SCalewide Ewperienc6 (0.915) 

Projected Morbidity Adjuslrnenl to reflecl Anticipated Enrollee Popufa\lon (1. \ 00) 

Sub·lolal tor Tampa legion (M estlmale only) 

Tolal PMPM Adju11eLl for Adminislralion/Premtum TaxlSurpkJs - AssumIng 15% 
 i' 
CHPA Admlnis tr3Uim Fee 

Tolar for Tampa region {M estrmale only) 


5107.94 
• fnclude5 Provj.(j'er Services 



MEDICARE 


h Haintain Medicare as a separate program. 

1-1edicare is a nationwide health insurance program for the aged ~. 
and cer1:ain disabled persons. It consists of tvv"O parts: the· 
hospital insurance (part A) program and the supplementary medical 
insurance (part B) program. 

Medicare remains a separate program and continues to be 
federally administered. Beneficiaries enrolled in part B continue 
to pay a monthly premiUJo. - - The statutorily defined Hedicare 
benefits continue to be the Medicare benefit package in bot!l fee­
for-service and managed care. 

B . 	 Individuals could maintain coverage throuah priva-I:e heal the. 
Qlans when they become eligible for Medicare. 

Individuals have the option to remain in an accountable health 
plan (AHP) when they become eligible for Medicare. If they remain, 
they continue to receive the standard benefit package with the full 
range of options available to the non-Medicare population. 

Plans may offer a separate rate for the l1edicare-eligible 
population. The Board is required to prescribe methods for risk 
adjustment. 

For individuals choosing an AI{P I Hedicare will pay the federal 
contribution calculated for Medicare risk contracts. Individuals 
are responsible for paying the difference between the premitml 
charged and the federal contribution. 

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

h 	 l1edicare Select ,.;ould become a permanent option in all States. 

Medicare Select is a demonstration program limited to 15 
states (including North Dakota, Missouri and Minnesota) established 
in OBRA 1990 to allow managed care organizations to deliver 
supplemental benefit packages to Medicare beneficiaries. An 
individual buying a Medicare Select policy is buying one of the 10 
standard Medigap plans. The only difference is that Medicare 
Select policies deliver care through preferred providers. The 
program is scheduled to expire in 1995. 

Medicare Select would be a permanent option in all States. 
Medicare Select policies will be offered during Medicare's 
coordinated open e~rollment period. Plans may not discriminate 
based on pre-existing conditions. 



D. Medicare risk contracts would be improved. 

MEDICARE SYSTEH REFORl1: 

Medic?re Health Plans: Medicare health plans must be Accountable 
Health plans willing to provide all Medicare benefits under a risk 
contract for a uniform monthly premium for a year. Employers may 
sponsor l1edicare health plans for former or current employees. 
This increases the choice of plans to beneficiaries -- may be PPOs, 
indenmity plans, traditional HMOs, or other insurance arrangements. 

Standard Benefit Packages:· 11.edicare health plans \vill offer a 
standard benefit package comprised of the current Medicare benefits 
def ined in statute or an al ternative package, defined by, the 
Secretary, covering identical services but with cost-sharing 
consisterit with typical managed care practice. 

S.tandardize the supplements that risk contractors may' offer in 
addition to Medicare benefits. Medicare health plans must offer 
two supplements: one \vhich \·muld cover catastrophic costs and 
other items traditionally covered in employer-sponsored plans, and 
one covering outpatient prescription drugs. The standardized 
medigap plans would be made comparable to the standardized risk 
contract supplements. 

[option: The current standardized medigap plans would be changed 
to prohibit Kedigap frrnn filli~g in mOI8 than one-half of the 20% 
part B coinsurance. Beneficiaries currently holding Medigap plans 
covering the entire 20% coinsurance ';.;ould h::~ exempt from this 
change as long as they renEW their current insurance.] 

Medicare Market Areas: Have from counties as the geographic area 
for uniform capitated rates to HSAs plus adjacent rural areas to be 
defined by the Secretary. The federal contribution for a Medicare 
health plan will be the same throughout the Medicare market area. 

Enrollment Process: Medicare beneficiaries will. have a 
coordinated annual open enrollment period to choose from all plans 
(including Medigap insurers) offering products' to Medicare 
beneficiaries. plans may not discriminate based on health status 
and must take all comers. An appeal process is provided to allohT 

beneficiaries to disenroll bet\1een annual enrollment periods. 
Hedicare beneficiaries will have the opportunity to disenroll if 
their primary care physician leaves the plan's network. 

Beneficiaries not selecting coverage through the enrollment 
process will be automatically enrolled in Medicare fee-for-service, 
unless they selected a health plan in the prior year. 

Uniform Information.: The Secretary of HHS \"ill provide to all 
11edicare beneficiaries in a market area uniform materials for 
enrolling in health plans. The Secretary will also provide uniform 
informational materials including quality information, plan 
features, restrictions and price. Also, the Secretary will review 
and approve all marketing materials to be distributed by plans. 



PAYMENTS TO MEDICARE HEALTH PLANS: 

AAPCC Calculation: Requires that the AAPCC be a.direct calculation 
in each market area, adjuited to reflect anomalies like the use of 
military/veterans/other facilities. 

Federal Contribution to Health Plans: 

option 1: (pure price competition) 

The federal contributr6n is calculated as the average of fee­
for-service per capita cost ~he market area and the premiums 
submitted by Medicare health plans to the Secretary to provide 
Medicare benefits. 

option 2: (FFS cost is not included in the calculation) 

The federal contribution Hill be the lower of: 95% of AAPCC 
(adjusted fee for service costs)r or the average of the premiums 
submitted by Medicare health plans to the Secretary to provide 
Medicare benefits. 

The Secretary ·will determine 1:he amount of savings achieved 
from enrollment in Medicare health plans with federal contributions 
below 95% of AAPCC and \vill have the au1:hority "co increase this 95% 

';or Ai\PCC c ling in lOYl cost areas. 

E~i..slL_~cljustmeni:.: Strengthen the ri flk adjustment by (~xplici tly 
allowing the Secretary to a.djust for hea:ct disease I cancer r or 
stroke. Also r give the Secretary authority to impose penalties on 
plans that knowingly discriminate against beneficiaries based on 
health status. 

Beneficiary Premiums/Rebates: Benef iaries pay the difference 
between the federal contribution and the total premium charged by 
the health plan they select. If the health plan1s premium is less 
than the federal contribution r the beneficiary is entitled to a 
rebate that they may take in cash or apply to supplementary 
coverage. The rebate would be treated as non-taxable income. 

Beneficiaries eligible for Medicare prior to 1999 may always 
enroll in Medicare FFS (regardless of local costs) for the regular 
part B premium only. 

If the federal contribution is less than 95% of AAPCC and the 
beneficiary selects Medicare FFS r the beneficiary pays an 
additional premium to the Federal Government equal to the 
difference behleen the federal contribution and 95% of AP..PCC. 
(This is only aEpJicable in areas where plans r on average r are 
providing Medicaievbenefits for less than FFS.) 



Assessment of Risk Contracts: Create the Health plan Payment 
Assessment Commission to provide on-going, comprehensive analysis, 
revie,v, and recommendations regarding Hedicare payments to health 
plans. 

Administrative Simplification. 

Gives the Secretary authority to consolidate the functions of 
fiscal intermediaries and carriers. 

Provides for coordina'tion 
insurance claims processing.' 

of Medicare a,nd supplemental 

Penoits standardized, paperless process. 

Improvements in hospital payment methodologies would include: 

1. Medicare Dependent Hospitals: 

o 	 l1aintains Byrd bill provisions that would (1) base payments on 
a 36 month period beginning with the first day of the cost 
reporting period that begins on or ter April I, 1990; (2) 
confono target amounts to extension of additional payment:s i 
and (3) clarification of updates. Wo'uld exi:end MedicaD:;;-­
dependent hospital classification through 1998. 

o 	 Demonstration proj2ct regarding pa}:rment to larger Hcdicare 
dependent hospitals: The Secretary would establish a 
demonstration project to determine the effect that the use of 
a modified payment system by larger Medicare dependent 
hospitals would have on (1) the cost 'care under Medicare 
Part A, (2) access of Medicare beneficiaries in rural areas to 
quali ty health care and (3) the development of integrated 
health delivery systems in rural areas. During the period of 
the demonstration project, payments to part ipating hospitals 
would be equal to the sum of the amount determined on the 
basis of the average hourly wage index computed for the 
nearest urban area in the region in which the project is 
conducted, as adjusted by the' national adjusted operating 
standardized labor amount for rural areas. 



2. 	 EACH/RPCH program imorovements and extension to all States: 

o 	 Expands the EACH/RPCH program to all states. 

o 	 Treatment of hospital inpatient ~ervices in a Rural Primary 
Care Hospital: 

Maintains the Byrd bill provisions that (1) a RPCH cannot 
have more than 6 beds; (2) the RPCH cannot form surgery or 
any service requiring general anesthesia (un ss the risk of 
transferring the patient out\....eighthe benefits); (3) the 
Secretary can terminate the RPCH designation if the average 
length of ~tay for the-previous year exceeded 72 hours. In 
determining the average-length of stay, cases which exceed 72 
hours due to inclement \veatner or other emergency conditions 
are not included in the calculations; and (4) the GAO must 
submit a report determining if the revised RPCH criteria have 
res~lted in RPCHs providing patient care beyond their 
abilities or have limited RPCHs' abilities to provide needed 
services; (5) eliminates the Byrd provision requirement that 
the attending doctor must certify that. the patient is expected 
to be discharged within 72 hours. 

o 	 Designation of EACH hospitals 

Maintains Byrd bill provisions that (I) urban hospitals 
can be designated as EACHs and do not need to meet the 35 mile 
criteria, but do have to meet all the remaining current law 
criteria. Urban EACHs would still be subject to the Medicare 
Prospective Payment. System; (2) hospi1:als located in adjoining 
states and othe1.Vlise eligible as EACHs and RPCHs can 
participate in a state's rural health network and these 
hospitals or facilities are permitted to receive grants 

o 	 Skilled Nursing Facility Services in RPCHs 

Maintains Byrd bill provisions that permit RPCHs to 
maintain swing beds except t hat the number of swing beds may 
not exceed the total number of swing beds established at the 
time the facility applied for its RPCH designation. Beds in 
a distinct-part SNF do not count towards the total number of 
swing beds. 

o 	 Maintains Byrd bill provision to extend the deadline for the 
development of prospective payment system for inpatient RPCH 
services to January 1, 1996. 

o 	 Payment for outpatient rural primary care hospital services 

The RPCH may be paid by the two payment methods as 
specified under current law until the development of an all 
inclusive PPS".for outpatient RPCH'services in January 1, 1996. 
Customary charges are not used when determining these payment 
rates. 

o 	 Clarification of physician staffing requirement for RPCHs 



Maintain Byrd bill provision which clarifies that 
physician staffing criteria only apply to doctors of medicine 
and osteopathy. 

o 	 Maintains Byrd bill technical amendments relating to Part A 
deductible, coinsurance and spell of illness. 

o 	 Authorization Appropriations of $15 million annually for FY 
1990-1998. 

o Anti trust protections: The DOJ /FTC .would. be instructed to 
issue formal guide1 s for EACH/RPCHs. 

o No limitation on number of RPCHs in non-EACH states 

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

o 	. Pilot Program for clinically based alternative to the 72-hour 
rule 

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

3. 	 l1f-lking Hedica). Assj,§i:a!1c~ Facili t;i;.es--'-p-~rmal1ent a:nS.Lay_q4:l~.hl~ 
to all States: . 

Codify the HAF requirements into HedicaJ:e, allowing Medicare 
to reimburse on a cost basis those facilities which meet the HAF 
requirements. The key 11AF requirements are (1) the facility is 
located in a county with fewer than 6 residents per square mile or 
is located more than a 35 mi drive or 30 minutes from a full ­
service hospital; (2) provides inpatient care for a period no 
longer than 96 hours, and provides emergency services to ill or 
injured persons prior to admission to the faciIi ty or prior to 
their transportation to a ful service hospital; (3) permits a PA 
or NP to admit and treat patients under the medical direction and 
supervision of a physician who need not be present in such a 
facility. 

Would develop a grant program for states that operateHAFs. 
The grant program would be modeled after the EACH/RPCH program. 

4. 	 Extension of ~he Rural Health Transition Grant Program: 

Extends the program through FY 1998 with authorized 
appropriations of ~30 million annually, FY 1993 - 1998. Reports 
from grantees would be required every 12 months. As of October I, 
1994, RPCHs are eligible for rural health transition grants. 
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I-lEDlCA.'m REFORl1 

h SYSTEH REFORM: 

Medicare Health Plans: 

Current La",: 	 An eligible organization is a public OD 

private IDlO or competitive medical plan ",hich 
is federally qualified or meets certain 
requirements~ 

Proposal: 	 l1edicare health plans must be Accountable, 
Health Plans and willing to provide all 
Medicare benefits under a risk contract for ~ 
unifoI111 monthly premium for a year. Employers 
may sponsor Medicare health plans for fonner 
or current employees. This increases the 
choice of plans to beneficiaries -- may be 
PPOs f indemnity plans, traditional HMOs, or 
other insurance arrangements. 

Standard Benefit Packages: 

Current Lah': 	 Risk contracting HMOs must f at minimum delive1:" 
Hedicare services (defined in statu'te) . 
Supplements offered by risk contracts and 
retiree wrap-around coverage are not 
standardized. 

There are 10 standardized 11edigap insurance 
policies "'hich insurers may offer Medicare 
beneficiaries. 

Proposal: 	 Standardize the Medicare benefit package for 
risk contracts. Risk contractors may offer 
either the benefit package as provided in 
statute or an alternative package covering 
identical services but with cost-sharing 
consistent with typical managed care practice. 

Standardize ,the supplements that risk 
contractors may offer in addition to Medicare 
benefits . Medicare health plans must of fer 
two supplements: one which would cover 
catastrophic costs and other items 
traditionally covered in employer-sponsored 

".., 	plans, and one covering outpatient 
prescription drugs. 

The standardized medigap plans would be made 



comparable to the standardized risk contract 
supplements. The current standardized medigap 
plans '\'lould be changed to prohibit medigap 
from filling in more than one-half of the 20% 
part B coinsurance. Beneficiaries currently 
holding medigap plans covering the entire 20% 
coinsurance would be exempt from this change 
as long as they renew their current insurance. 

Hedicare Market Areas: 

Current Law: 	 The cap{tated. payments -to Medicare HMOs is 
determined county by county. 

Propo~al: 	 Move from counties as the geographic area for , 
uniform capitated rates to MSAs plus adjacent 
rural areas to be defined by the Secretary. 
The federal contribution for a Medicare health 
plan will be the same throughout the Medicare 
market area. 

Enrollment Process: 

Current La.w: 	 A participating plan must have an open 
enrollment period 6f at least 30 days duration 
every year. 

Proposal: 	 All plans (including medigap insurers) 
offering products to Medicare beneficiaries 
must participate in a coordinated process by 
vlhich beneficiaries "\1ill select their Medicare 
and supplemental coverage once a year. plans 
may not discriminat~ based on health status. 
An appeal process would be provided to allow 
beneficiaries to disenroll between annual 
enrollment periods. Medicare beneficiaries 
will have the opportunity to disenroll if 
their primary care physician leaves the plan's 
network. 

Beneficiaries not selecting coverage through 
the enrollment process would be automatically 
enrolled in Medicare FFS, unless they selected 
a health plan in the prior year. 

Uniform Information: 

Current Lav': ". 	 Beneficlaries are' given general information 
regarding the Medicare program at the time 
they enroll in Medicare. There is no effort 
to compare price, quality or other aspects of 



Hedicare HJ10s with Medicare FFS. Information 
mostly relies on the insurance industry's 
marketing efforts. 

Proposal: 	 The . Secretary would provide to all 
beneficiaries in a market area uniform 
materials.for enrolling in health plans. The 
Secretary '-lQuld also provide uniform 
informational materials including quality 
information, plan . features, beneficiary 
restrictions and price. Also, the Secretary 
would -·~eview . and approve all marketing 
materials· to·be distributed by plans. 

II. PATI1ENTS TO MEDICARE HEALTH PLANS: 

Federal Contribution to Health Plans: 

Current law: The Secretary calculates the average fee for 
service per capita cost nationwide and adjusts 
it by age,sex, institutional status, Medicaid 
eligibility and geographic county. The 
federal. contribution is 95% of this amount 
.(the AP..PCC). 

Proposal: 

The federal contribution will be the average 
of fee for service per capita costs and the 
average of the premiums submitted by Medicare 
health plans to the Secretary to provide 
Medicare benefits. 

Opt #2: The federal contribution ''Iill be the lower of: 

95% of AAPCC, or 

the average of the premiums submitted by 
Medicare health plans to the Secretary to 
provide Medicare benefits. 

Beneficiary Premiums/Rebates: 

Current law: 	 Beneficiaries pay the part B premium to the 
Federal Government and pay any additional 
premium to the Medicare HMOs directly for 
Medicare ben~f s or supplementary coverage. 

'c. Medicare 11110s may not give beneficiaries 
rebates on their part B premium, but are 
required instead to increase benefits. 



Proposal: 	 Beneficiaries continue to pay part B premium 
to the Federal Government. 

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

. . . 
If the federal· contribution is less than 95% 
of AAPCC and the beneficiary selects Medicare 
FFS, the beneficiary pays an additional 
premium to the Federal Government equal to the 
difference betvleen the federal contribution 
and 95% of AAPCC. This requirement is waived 
for all beneficiaries eligible for Medicare 
prior to 1999, who Can always enroll in 
Hedicare FFS for the regular part B premium 
only. 

Refinements to 	the AAPCC Calculation: 

Current law: 	 The AAPCC is an indirect calculation, and includes 
aberrations (working aged, use of 
military/veterans/other facilities). 

Proposal: 	 Require that the AAPCC be a direct calculation in 
each market area, adjusted to reflect anomalies 
like the use of military/veterans/other facilities. 

Risk Adjustment: 

Current Law: 	 Risk adjusts for age, gender, institutional 
status, Medicaid eligibility and geographic 
county. Although the Secretary has the 
authority to add a health status adjuster, no 
adjustment is currently made. 

[Mathrnatica's December 1993 study cited the 
lack of a health status risk adjuster as a 
reason why Medicare paid more for enrollees in 
managed care than it should have.] 

Proposal: 	 Strengthen the risk adjustment by explicitly 
allowing the Secretary to adjust for heart 

.. 	 disease, cancer or stroke. Also I give the 
Secretary authority to impose penalties on 
plans that knowingly discriminate against 
beneficiaries based on health status. 



Low Cost Market Areas: 

Current Law: 	 There is no allowance under current law for 
increasing the federal contribution in low 
cost areas. Consequently, l1edicare Hl10s have 
concentrated in high cost areas where the 
capitated payment is very high relative to 
more of the country. 

Proposal: 	 The Secretary will . determine the amount of 
savings achieved from enrollment in Medicare 
health-p~answith federal contributions below 
95% of AAPCC.· The Secretary ~vill have the 
authority to increase this 95% of AAPCC 
ceiling in low cost areas. 

Assessment of Medicare Risk Contracting: 

Current Law: 	 The Prospective Payment Assessment Commission 
provides recommendations to the Congress on 
payment methodologies for hospitals and other 
services covered under Medicare part A. The 
Physician Payment Review Commission provides 
recoIT@endations regarding physician payment 
and other services covered under part B. 

Proposal: 	 Create the Health Plan Payment Assessment 
Commission to provide on~-going f comprehensivG 
analysis, revievl, and recomrnendations 
regarding Medicare payments to health plans. 

III. l1EDlCARE SIMPLIFICATION: 

Medicare simplification: 

Current Law: 	 Medicare services are paid through fiscal 
intermediaries and carriers. 

Proposal: 	 Gives the Secretary authority to consolidate 
the functions of fiscal intermediaries and 
carriers. 

Provides for coordination of Medicare and 
supplemental insurance claims processing. 

Permits standardized, paperless process. 



MEDICARE COST CONTAINMENT 

Cost containment: 

Current law: Hedicare pays physician services based on a fee 
schedule. Hospi tals are paid on a per episode 
capitated fee. In addition, Congress has reduced 
provider payments repeatedly over the years to 
achieve. further savings in the program. 

Proposal: Replace the proposed across the board cuts with a 
local growth target in market areas with Medicare 
costs of at least 90% of the national average. 
This .limit could include all providers (FFS and 
heal th plans) .. 

Also, we would like to propose the following: 

Provide for demo projects to test the feasibility 
of establishing volume performance standards by or 
within states, specialties, hospital medical staff, 
or groups of physicians. [This provision was 
introduced in 1991 by Senators Rockefeller and 
Durenberger. I understand the Administration has 
been looking at doing this.] 


