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SUMMARY 


1. Overview: 

No mandate 


Phased-in individual based subsidies 


tax on high cost health plans 


Hard cap on Federal health spending 


Pros 

Starting small allows time to 
learn about how to manage 
insurance reforms I 
Solid fail-safe protection for the 
Federal budget 

Subsidies are targeted very well 
to low income households 

Minimizes job losses 

Incentives are improved for 
~surers and patients I 

Cons 

Won't get universal coverage 

Very little private sector cost-
containment 

Premiums in the community 
rating pool are likely to be high 
due to adverse selection; 
subsidies might not be large 
enough to cover these higher 
premiums. 

Medicare program savings and no 
expansion of benefits to the 
elderly 

ii 

2. Coveragellnsurance Reforms: 

No mandate, but firms of 100+ must offer plans. 

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

Voluntary purchasing pools for individuals and small businesses with 100 or fewer 
employees with community rating. 
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Individuals and small groups could also join FEHB plans but would pay the 
community rate. 

Groups of firms under 100, (MEW As), are grandfathered into their right to receive 
experience rating. 

/ 

Firms with more than 100 workers will be experience rated or self-insured. 


Guaranteed renewability and limits on pre-existing condition exclusions. 


If 95% not covered by 2002, National Health Commission meets to make (nonbinding) 

recommendations to Congress on achieving universal coverage. 


3. 	 Subsidies: 

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

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

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

financing allows. 


No cost-sharing subsidies. 


4. 	 Benefit package:. 

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

Under 200% of poverty cannot use subsidies for basic plan 

5. 	 High cost plan assessment: 

Within each group of plans (community rated and experience rated/self-insured) the 
highest priced 40% are taxed. 

Tax rate is 25 percent of difference between the average premium in that group and 
the plan's premium. 
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" 6., Medicaid: 

Preserved as a separate program and beneficiaries are not part of the community rating 
pool. ' , 

State option to enroll limited numbers of Medicaid cash (AFDC & SSI) into private 

health plans. 


Growth in Federal payments is capped. 


Disproportionate share payments are phased out by 2000. 


7. 	 Medicare: 


Program savings smaller than HSA, but most of same proposals. 


Includes Durenberger bill proposals that push harder for greater HMO enrollment. 


No Medicare drug benefit or new long term care program. 


8. 	 Other Federal Programs 

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

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

1 

Outline refers to initiative to improve access in underserved areas through increased 
resources for community health centers. Specific proposals are unclear, however. 

9. 	 Tax incentives: 


Phased in deduction of health insurance premium payments for individuals. 


Deduction limited to average premium in each group. 


10. 	 Financing: 

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



4 

Medicaid and Medicare savings 

Cigarette tax increased $1 per pack 

Assessment on high cost plans 

Postal Service savings 

Medicare HI tax levied on State and local workers 

Long Term Care tax advantages and inheritance taxes are made more generous 
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"Fiscal Summary 

Changes from Baselines 

. ($ Billions) 

1995-1999 1995-2004 

Outlays 

Low Income +217.3 +613.6 
Voucher 
Program 

Medicaid - 72.4· -268.9 

Medicare - 77.3 -252.3 

Other Federal - 13.0 - 29.0 
Health (1) 

Revenues 

Tobacco tax (2) - 70.9 -138.4 

High Cost Plan - 4.7 - 17.1 
Assessment 

Tax + 6.8 + 70.2 
Expenditures 

Other Revenues + 2.7 + 7.1 

Net Deficit Effect -11.5 -14.8 

STAFF ESTIMATES. PRELIMINARY AND UNOFFICIAL. 

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

(2) 	 This assumes a $1 per pack cigarette tax starting in 1995. 
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1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

" 
Baseline 

Medicaid 96.4 108.2 121.5 136.3 152.2 170.4 190.8 213.6 239.1 267.6 

Medicare 158.1 176.0 194.0 213.1 235.5 260.8 289.1 321.1 357.0 397.9 

Tax , 
Expenditures 

84.7 92.4 99.5 107.4 117.0 127.3 137.8 149.2 161.5 174.5 

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

Reform 

Low Income 
Voucher 
Program 

0 0 30.2 49.5 62.4 75.2 87.0 96.3 103.2 109.9 

Medicaid 96.4 105.6 114.0 123.0 132.0 141.6 155.2 170.0 186.0 203.4 

Medicare 157.7 172.8 186.3 202.1 214.5 226.8 256.4 281.4 309.6 342.7 

Tax expenditures 85.2 93.0 99.6 108.9 121.2 134.0 147.7 162.5 177.4 192.1 i--" 

Reform Total 339.2 371.4 430.1 483.5 530.1 577.6 646.3 710.2 776.2 848.1 

New Revenues 
Tobacco 
High Cost Plans 

N~t Expected Surplus (-) 
o~ Shortfall (+) 

Percent Insured 

-15.1 -14.1 -14.0 -13.9 -13.8 -13.7 -13.6 
0 0 -l.l - 1.7 - 1.9 - 2.1 - 2.3 

-15.0 -19.3 0 +Il.l + 9.7 + 3.3 +12.7 

83-86% 82-87% 85-91% 86-92% 86-92% 86-92% 86-92% 

STAFF ~"'MATES. PRELIMINARY AND UNOFFICIAL. 
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'ISSUES AND POSSIBLE SOLUTIONS 

1. Coverage: 

Issues 

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

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

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

Possible Solutions 

Add a triggered employer and/or­
individual mandate. 

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

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

2. Subsidies: 

Issues 

Subsidy schedule produces very high 
marginal tax rates. 

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

Possible Solutions 

Smooth it out by having the poor pay 
something. 

Tie the subsidies for each type of pool to 
the average premium in that type of pool'.V 
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3,' ,- BeriefiLPackage: 

Issues 

Offering a basic and a standard package 
will lead to adverse selection and 
uncompensated care. 

Possible Solutions 

Limit access to basic plan to those above 
specified income levels (250% of poverty, 
for example). V 


4. High Cost Plan Assessment 

Issues 

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

Little revenue will be raised from the 
assessment. 

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

Possible Solutions 

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

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

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

Issues Possible Solutions 

Limitation of Federal payments while 
leaving Medicaid program and obligations 
largely as in current system, places states at 
risk. 

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

Disproportionate Share Hospital payments 
phased out faster than uncompensated care 
is eliminated, which could have adverse 
impacts on teaching hospitals .. 

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

6. Medicare: 

Issues Possible Solutions 

Proposal includes Medicare program 
reductions, but no fee-for-service benefit 
expansions. Some benefit expansions are 
available through managed care option. 

Phase-in Medicare drug benefit as savings 
allow. 

Unclear if Medicare Choice Act provisions 
are included in the final proposal. If 
included, achieving a 7% growth target by 
the year 2000 could lead to across-the­
board reductions. This could lead to 

Develop specific policies for reduction in 
spending. 

increased cost-shifting to the private sector. , . 
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7. ""Tax'Incentives: 

Issues Possible Solutions 

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

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

8. Financing: 

Issues Possible Solutions 

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

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



EXECUTIVE OFFICE OF THE PRESIDENT 
"'OFFICE(OFHANAGEMENT AND BUDGET 

"'Washington,-n.c. 20503 

May 16, 1994 

LEGISLATIVE REFERRAL MEMORANDUM 
LRK #1-2723 

TO: Legislative LiaisonOffi~er ­

EOP - Review 	Only, See Distribut~n J4l,OW -. (. ) 

FROM: 	 JAN~T R. F,ORSGREN (fory"~~

Assistant Director for Legislative Reference 


OKB CONTACT; Robert, PELLICCI (395-4871) 

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


SUBJECT: 	 EOP Proposed Report RE: HR 3600, Health 

Security Act 


DEADLINE: NOON May 18, 1994 

Co.KKE~S~ ,Tb~ att~c~ed speec:bwlt,s g~v~n "y Rick Kronick at the 
"CN~t,ioDa,1 ~aiillg~cS~e~~th, Care "congres!. last month. The 
p~IicatioD ··i:Dstitutionalinv.sto'i··-~(marketed to the 
pharmaceuticai 'indu'stry)"'wants' topUb'iish excerpts from the 
speech. 

OMBrequests the views of ,your agency on the above subject before 
'advising on itf?'relationship to the program of the President, in 

,accordance with OMB Circular A-19. 

~l,ease adviseuli i,fthi,.item w~llaffect diJ:'.e,ct spending or 

receipts for purpos'es of', the' the 'i'PaY-Ajg~YO~-Go" provisions of 

Title XIII of'tbe 'OinDltius'BudgetR'ecoJlcil:1.a:tionAct of 1990. 


CC: 

Nancy-Ann Min 

Ira Magaziner 

Greg Lawler 

5Chris 'Jennings;
'\ ' -	 ~-

Jack Lew 

Lynn Margherio 

Judy Feder 

Judy Whang 

Jason Solomon 

Meeghan Prunty 




LRH #1-2723 


RBSPOIISB '1'0 LBGISLATIVE RBPB1UlAL KEKOItAlmUX. 
If your respo~s~ to~h~s r~questforviews ,.~,~ simple (e.g.; 

, concur/no comment1 wepref.:ar that you ,re,spon<;i by faxinq us this 
response sheet ., Iftlle, respons~ i~,simple i!1nd you prefer to 
call',plea,se c",J.l the' branch.-wi4e line sh,ownbelow (NOT the 
'analyst's liney'to 'leave a ~message with a secretary. 

You may also respond by (1) calling the analyst/attorney's direct 
l,ine '(you ,will peconnected to voice mail if' the analyst does not 
answer).; , (:2) sendi,ng us a memo or letter; or (3) if you are an 
"O~~IS user in the:e:xecutlve.Officeof the President, sending an 
'E:"m~il in~Ssage. Please include the LRM number shown above, and 
the subject shown below. 

TO: Robert PELLICCI 
otfice of Kanagement and Budget 
Fax~umber: (202) 395-6148 
,Analyst/AttQrney's Oir,ect Number: 
Branch...;wide Line (to ,reach secretary): 

(202)
(202) 

395-4871 
395-7362 

FROM: (Date) 

(Name) 

(Agency) 

(Telephone) 

SUBJECT: Eq~ Proposed Report 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, attached to this 
response sheet 



SENT BY:Xerox Telecopier 7D20 ; 5-16-94 :12:10PM ; 39572884 202 395 6148;# 3 

photo here. 1im NEWNA'IlONAL IIEALm 
., ~l\dENnA ·IwDr.•tbard"rmddr 

'. ',It ~ofteQbee~8aid4tat.h~~Ji1 ~er,in ~ Unjtea ~tatesJ8, ..a paradox of excess 
···'*t.icfepl'ivatioi). We ~ymole ~~,s t.b:~Bny 6tlJeTC()1#ritry in the world to pro­
'~QU~ medical~~~yet :it'snotclOarthltwe produce Dettei health for our population 

·,tlj~.qpfi,~~trliutradipgl'anne~, q~>9rA' 

". ,'.. "'.fi.D.y ~ri9~ proposal.for~ealtl1.~,r~onn m~t .cldr~ the problem of excess 

.. :'~':and 'depnvation. alufPrtaident ciiDlOh'S Health'Seatrltj Act does so ill1.3n pages 



SENTBY:Xerox Telecopier 7020 ; 5"10"94 ;12:"PM : 8957209" 

INSBRTA 
. . 

. At ~ame t,flqC.cto,cto 4:Q J;Dilllon pcopleat"Uiy,pob)tiDthgc~,DO iDsunmce CDVet8p.' 
at alll4nd toils ofmlllion& more_o jUSiODc 'pfDk ,Up 'aWiy frOm lOa!riltbcir iDluraDco. 

INSERTB 

, ~i&.s.t,iDg l~disruptivc. n:qulrln&, empIOYCfccm~~ODI will. C!lCOUl'aP tho efforts 
, mad~by"tJie' ~ery lataeSt 'cmploYm tofijutc . out 'how to'DloiOmte1Uaatlypurchase lu:aJ.th 

care. 

lNSBRTC 

" We,~~.to ~~ a ~cIJ1a sYS~(lDl ~ sfvc;s .bospi~~dfloct9DItho IDceDtivee and 
,oppOrtUnities ,to fi~ oUt Jiow'to USc healtheucreaoutCea to'deUver high quality, cffieieDt 
care. 

INSBRTD 

' ..... In ~y SiVC:D yeart,~O% ~fJhe ~lati~f'~~ for ?P9fJ~f health care expenditures, and 
','heaIthplw'havc'stfq biceDtiVc8 to'avotdserviDa thoaci of WI whO are aoiDg to bo 
,expeusive. . '. 

."..... ... - .,.----.,.--­

http:We,~~.to
http:lu:aJ.th


I 

1 

SUMMARY 


1. Overview: 

No mandate 


Phased-in individual based subsidies 


tax on high cost health plans 


Hard cap on Federal health spending 


Pros 

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

Solid fail-safe protection for the 
Federal budget 

Subsidies are targeted very well 
to low income households 

Minimizes job losses 

Incentives are improved for 
insurers and patients 

Cons 

Won't get universal coverage 

Very little private sector cost-
containment 

Premiums in the community 
rating pool are likely to be high 
due to adverse selection; 
subsidies might not be large 
enough to cover these higher 
premiums. 

Medicare program savings and no 
expansion of benefits to the 
elderly 

2. Coveragellnsurance Reforms: 

No mandate, but firms of 100+ must offer plans. 

2 kinds of groups: age adjusted co~unity rated (limited to firms of < 100 and 
individuals) and experience rated (for all other groups). 

Voluntary purchasing pools for individuals and small businesses with 100 or fewer 
employees with community rating. 
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Individuals and small groups could also join FEHB plans but would pay the 

community rate. 


Groups of firms under 100, (MEW As), are grandfathered into their right to receive 

experience rating. 


Firms with more than 100 workers will be experience rated or self-insured. 


Guaranteed renewability and limits on pre-existing condition exclusions. 


If 95% not covered by 2002, National Health Commission meets to' make (nonbinding) 

recommendations to Congress on achieving universal coverage. 


3. 	 Subsidies: 

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

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

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

financing allows. 


No cost-sharing subsidies. 


4. 	 Benefit package: . 

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

Under 200% of poverty cannot use subsidies for basic plan 

5. 	 High cost plan assessment: 

Within each group of plans (community rated and experience rated/self-insured) the 
highest priced 40% are taxed. 

Tax rate is 25 percent of difference between the average premium in that group and 
the plan's premium. 
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- 6. 	 ·Medicaid: 

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

State option to enroll limited numbers of Medicaid cash (AFDC & SSI) into private 

health plans. 


Growth in Federal payments is capped. 


Disproportionate share payments are phased out by 2000. 


7. 	 Medicare: 


Program savings smaller than HSA, but most of same proposals. 


Includes Durenberger bill proposals that push harder for greater HMO enrollment. 


No Medicare drug benefit or new long term care program. 


8. 	 Other Federal Programs 

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

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

Outline refers to initiative to improve access in underserved areas through increased 
resources for community health centers. Specific proposals are unclear, however. 

9. 	 Tax incentives: 


Phased in deduction of health insurance premium payments for individuals. 


Deduction limited to average premium in each group. 


10. 	 Financing: 

Fail-safe mechanism funds subsidies only as other Federal health savings become 
available 
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Medicaid and Medicare savings 

Cigarette tax increased $1 per pack 

Assessment on high cost plans 

Postal Service savings 

Medicare HI tax levied on State and local workers 

Long Term Care tax advantages and inheritance taxes are made more generous 
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, "Fiscal Summary 

Changes from Baselines 

($ Billions) 

1995-1999 1995-2004 

Outlays 

Low Income +217.3 +613.6 
Voucher 
Program 

Medicaid - 72.4 -268.9 

Medicare - 77.3 -252.3 

Other Federal - 13.0 - 29.0 
Health (1) 

Revenues 

Tobacco tax (2) - 70.9 -138.4 

High Cost Plan - 4.7 - 17.1 
Assessment 

Tax + 6.8 + 70.2 
Ex pen ditu res 

Other Revenues + 2.7 + 7.1 

Net Deficit Effect -11.5 -14.8 

STAFIf ESTIMATES. PRELIMINARY AND UNOFFICIAL. 

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

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



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

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

Baseline 
, 

Medicaid 96.4 108.2 121.5 136.3 152.2 170.4 190.8 213.6 239.1 267.6 

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

Tax, 
Expenditures 

84.7 92.4 99.5 107.4 117.0 127.3 137.8 149.2 161.5 174.5 

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

Reform 

Low Income 
Voucher 
Program 

0 0 30.2 49.5 62.4 75.2 87.0 96.3 103.2 109.9 

Medicaid 96.4 105.6 114.0 123.0 132.0 141.6 155.2 170.0 186.0 203.4 

Medicare, 157.7 172.8 186.3 202.1 214.5 226.8 256.4 281.4 309.6 342.7 

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

Reform Total 339.2 371.4 430.1 483.5 530.1 577.6 646.3 710.2 776.2 848.1 

New Revenues 
Tobacco 
High Cost Plans 

-15.1 
0 

-14.1 
0 

-14.0 
- I.I 

-13.9 
- 1.7 

-13.8 
- 1.9 

-13.7 
- 2.1 

-13.6 
- 2.3 

-13.5 
- 2.6 

-13.4 
- 2.7 

-13.3 
- 2.9 \ 

Net Expected Surplus (-) 
or Shortfall (+) 

-15.0 -19.3 0 +11.1 + 9.7 + 3.3 +12.7 +10.2* + 2.5 - 8.1 

Percent Insured 83-86% 82-87% 85-91% 86-92% 86-92% 86-92% 86-92% 86-92% 86-92% 86-92% 

i,.....--' 

_~""'w 
:(c. J S­
",-"",r,.,j­

l~ 
c._v. " 
~..\I..~ 
~<t--
(-\~ 
(\rllC"" 

.:l f-'J.c, 
<:. JH;JttJ". 
vi ~..,. 

STAFF ESTIMATES. PRELlMJNARY AND UNOFFICIAL. 
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"ISSUES AND POSSIBLE SOLUTIONS 

1. Coverage: 

Issues 

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

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

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

Possible Solutions 

Add a triggered employer and/or 
individual mandate. 

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

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

2. Subsidies: 

Issues Possible Solutions 

Subsidy schedule produces very high 
marginal tax rates. 

Smooth it out by having the poor pay 
something. 

/Pegging the vouchers to the overall average 
(experience rated pool plus community 

. rated pool) in a geographic area means that 
very low income individuals will have 
difficulty affording plans in the community 
rating area. 

Tie the subsidies for each type of pool to 
the average premium in that type of pool'.V 




8 

-3. , - BeriefifPackage: 

Issues Possible Solutions 

Offering a basic and a standard package 
will lead to adverse selection and 
uncompensated care. 

Limit access to basic plan to those above 
specified income levels (250% of poverty, 
for example). V 


4. High Cost Plan Assessment 

Issues Possible Solutions 

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

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

Little revenue will be raised from the 
assessment. 

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

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

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



9 

.' 5.. Medicaid: 

Issues Possible Solutions 

Limitation of Federal payments while 
leaving Medicaid program and obligations 
largely as in current system, places states at 
risk. 

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

Disproportionate Share Hospital payments 
phased out faster than uncompensated care 
is eliminated, which could have adverse 
impacts on teaching hospitals. 

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

I 

6. Medicare: 

Issues Possible Solutions 

Proposal includes Medicare program 
reductions, but no fee-for-service benefit 
expansions. Some benefit expansions are 
available through managed care option. 

Phase-in Medicare drug benefit as savings 
allow. 

Unclear if Medicare Choice Act provisions 
are included in the final proposal. If 
included, achieving a 7% growth target by 
the year 2000 could lead to across-the­
board reductions. This could lead to 
increased cost-shifting to the private sector. 

Develop specific policies for reduction in 
spending. 
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7. "'Tax Incentives: 

, Issues Possible Solutions 

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

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

8. Financing: 

Issues Possible Solutions 

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

Broaden the measure of full financing from 
a year by year metric to a mUlti-year (3, for 
example) metric. Alternatively, other 
sources of increased revenue could be 
introduced. . 
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SENATOR JUDD GREGG 
AMENDMENT 

PROTECTION OF CONSUMER CHOICE OF PROVIDER 

fh . 
~ SaCL!el£ 1983 e .." liilpliQe. (~) with.r 

UNothing in this Act shall be construed as prohibiting the 
followinq: 

II (1) An ind,ividual from obtai:ninq (at his or her own 
cost) he~lth ca~e from any health care provider of his 
or her chOice.'" 

Background: This guarantees that Americans can be treated by any
physician of their choice. It makes clear that the Act can not 
prohibit an American from being treated by a particular provider.
Of course, if the provider is not part of the individual'~ health 
plan, the individual might be personally responsible for paying
for care. 

~ OIl·.I2~M.,\ 3: t3
\:!J fOV~NT: Add a new.subsection (5) to Section 1003, as 

. followst 

"Nothing in this Act shall be construed as prohibiting the 
following: 

"(5) An individual from maintaining his or her existing 
health insurance policy without any change." 

Background: This makes clear that the Act can not force anyone 
to change his or here existing health care plan if they do not 
want to. 

A-oJ d -+-0 § J r;; v 7 (~) ( 1.) 

-'Ii$,,! aee See,tim HiQ2J f) ~-.w.!,t;h • ?Sf? 
"Nothing in this Act shall be interpreted tOI (1) require or 
force an individual to receive health care solely through
his or her health plan; or (2) prohibit any individual from 
privately contracting with any provider and paying for the 
treatment or service on a cash basis or any other basis as 
agreed. to between 'the lnd.1v1dual and. pro'V'id.~r.1I 

Background: This allows individuals to contract for health care 
as they choose. 

" ..... 
. ,"',' 

http:pro'V'id.~r.1I
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AMENDMENT NO. ___ Calendar No. ____ 

Purpose: To provide a mechanism for cost containment in 

t:be nation's health care system. 


IN THE SENATE OF rin!:VNlTED STATES-IOId. Cong•• 2d. Sel•• 

I., S
'­

To ensure individual and family security through health care 

coverage for all Americans in a manner that contains 

"the rate of growth in health care costs and promotes 

responsible health insurance practices, to promote choice 

in health care, and to ensure and protect the health 

care of all Americans. 


~felTed to the Committee on _'-'--__________---..;._____ 
and orde~,to be printed 

Ordered to lie on the table and to be printed 

.AMENDMENT intended to be proposed by Mr. BINGAMAN 

"Viz: I. 

1 , , In section 1101(a), strike "The comprehensive' and 


2 insert "Subject to the provisions of section 1603, the com­

3 prehensive" . 


4 In section 1603(a), insert the following new para­

5 graphs and redesignate the remaining par~graph accord­

6 ingly: 


': .': . ~> .' . '.' 
" I I, , 



SENT BY:Xerox Telecopier 7021 5-19-94; 5:12PM; 94567431:# 4 

,~ • O:\8AI\BAI94.858 S.L.C. 
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1 (2) FISCAL ANALYSIS BY NATIONAL· HEALTH 

2 BOARD.­, 
' .. 

'3 (A) IN GENERAL.-Not later tha.n 6 

4 months prior to the effective date of this Act, ..-
5' the National Health Board, in- cooperation with 

6 the Congressional Budget Office, shall under­

7 take and a conclude a fiscal analysis of­

8 (i) the cost of the comprehensive ben­

9 efits package under section 1101; 

10 (ii) the ability of the health care sys­

11 tem's cost containment mechanisms, as de­

12 fined in this Act, to control health care 
" , I, 

13 spending and Federal health. expenditures 

14 based on cment economic projectio,ns;, and , . 

IS (iii) the impact of new health care fi­

16 nancial obligations under this Act on the 

17 Federal budget deficit, in current economic 

18 terms, and the source of any projected 

19 spending increases, including those de­

20 scribed in clauses (i) and (il), provider re· 

21 imbursement rates, and administrative ex.. 

22 penses. 

. 23 (B)' SUBMISSION OR REPORT.-The BoardI.. 

24 shall prepare and submit u:reliminary analysis 

2S under this paragraph not later than January 1,,---. . 
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1 1997, and submit a final report not.later than 

2 July 1, 1997!. and July,l of each year ther!­-
3 after. 

4 (C) REQumEMENT OF REPORT.-In a re­

5 port subtnitted under this paragraph, the Board 
I, ! 

6 shall specify the source and amount of any Fed­

7 eral budget deficit increases in order that Con­

8 gress may more adequately assess other sources 

9 of funding or spending reductions that may be 

10 appropriate to· maintain the benefit package 

11 . without adjustments. 

12 (D) REpORT.-Eased on the fiscal analysis 

13 contained in a report under this paragraph, if 

14 . the Board concludes that the Federal govern­

IS ment's obligation to contribute to the health 
, 

16 ~~e system (through the provision of subsidies 

17 to employers and families) will result in pre­

18 viously unprojected increases in the Federal 

19 budget deficit, the Board shall report and make 

20 cOlTective recommendations 1:9 the President 

21 and the Congress. 

22 (3) REpORT AND RECOMMENDATIONS.­

23 (A) IN GENERAL.-If determined to be 

24 necessary by the Board, in consultation with· 

25 the Congressional Budget Office, to prevent· sig­

,,': ; 
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1 nificant Federal deficit increases attributable to 

2 . the provisions of this Act (or subsequent 

3 amendments to this .Act), the Board shall in­

4 clude .in the reports under paragraph (2)(B), 

5 adjustments in specific aspects of the com­

>,6 prehensi~e benefits package (such as scope of 

7 benefits, co-payments, deductibles, and phase­

8 in's for additional benefits) or other, appropriate 

9 programmatic savings to achieve savings con­

10 sistent with the findings in a report under para­

11 graph (2). 

12 (B) No BOARD ADJUSTMENTS.-If the re .. 

13 port of the Board. under paragraph (2) contains 

14 no adjustments in the benefit package, the ben­

15 efit p,"c~age described in section 1101 shall be­

'.16 ~me effective, except that the President may 

17 "-take action· under section 9100(e)( 4) as the 

18 President detennines appropriate. 

19 (e) BOARD ADJUSTMENTS.-If the report 

20 of the Board under paragraph (2) contains ad­

21 justments in the benefit package or other ap­

22 propriate program adjustments, the adjust­

23 m~nts shall apply unless a joint resolution dis­< . . ' . 
24 .approving the adj,ustments is passed by Con­

25 gress within ~5 legislative days of the date of 

t. 
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9 

10 

11 

12 

13 

'. J4 
15 

16 

17 

18 

19 

S.L.C. 

5 

the submission of the report, The provisions of 

section 2908 of the Defense Base Closure and 

Realignment Act of 1990 shall apply to Con­

~ession8tl consideration of a' joint resolution 

considered under this paragraph. . 

(D) AUTHORITY OF PRESIDENT.-The re­

quirements . of this section shall not be limited 

in any way by section 9100(e)(4) or any other 

provision of this Act. , 

(4) SCOPE OF RECOMMENDATIONS.-The 

Board may make adjustments in the services covered 

under the, benefit package, including any periodicity 

tables; copayment, deductible, and out-of-pocket re­

quirew,e.nts; ppase-in, schedules for additional health 

benefits; and other appropriate programmatic ad­

justments. The Board may not require co-payments 

for preventive health services) but may re-classify 

, services describedin section 1101 as preventive serv­

ices.. 

I, . 
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Fiscal Analysis of, 7.18.94 Plan 
07/20/94 

, ,~m~ . 
CR poo1500, Exemption 25, Hard Trigger In 2000. no premium caps 

, 1995-:1999 1995·2004 


Subsidies 300 1,077 


Medicare Savings (54) (250) 


Medicaid Savings . (131)' (546) 


State Medicaid MOE (85) (303) , 


PHS/AHC/GME 29 92 


t;e .e'~ \t,~.,.Long Term Care 5 48 

Medicare Drug 18 92 

Subsidy Administration * * '7 

Tobacco Tax (28) (60) 

High Cost Plan Tax (4) (97) 

. Net Other Revenues (39) , (169) 

Net Deficit Effect 10 (116) 

All estimates preliminary and unofficial. 

These estimates assume no changes In VA. DOD, FEHB, and 

other Federal health spending programs. 



Fiscal Analysis of7.18.94 Plan, 
, "07/20/94 

'" , 01:07 PM. ' " 
CR pool 500, Exemption 25, Hard Trigger in 2000, ' WITH premium cap 

, '~, 

1995-1999 1995-2004 

. Sub~idies 300 , 1,077 

, "Medicare Savings (54), ' (250) , 
, " . 

, " " ' . '. ." 

Medicaid Savings '(131) , , (546)' 
, ' 

State Medicaid MOE (85) , '(303)
" 

'PHS/AHC/GME 29 92 


Long Term Care 5 48 


Medicare Drug' 18,', 92 


"S~bsidy Administration * * 


Tobacco Tax " , ,(28) (60)" ' 


.' . 

High Cost Plan Tax " ,(4) (65) 


Net Other Revenues " (39) (185) 


------~------------Net Deficit Effect 10 (100) 

All estimates preliminary and unofficial. 

'These estimates assume no changes In VA, DOD, FEHB, and' 

other Federal healthspending p~ograms. 



Fiscal Analysis of 7.18.94 Plan 
07/20/94 
01:07 PM 

. CR pool 500, NO MANDATE, no premium caps 

Subsidies 

Medicare Savings 

Medicaid Savings 

State Medicaid MOE 


PHS/AHC/GME . 


Long Term Care 

Medicare Drug 

Subsidy Administration 

Tobacco Tax 

.	High Cost Plan Tax 

Net Other .Revenues 

Net Deficit Effect 

1995-1999 

300 . 

. (54) 

(131) 

(85) 

29 

5 

18 

* 

(28) 

(4) 

(39) , . 

·1995-2004 

885 

(250) 

(518) 

(303) 

91 

. 	48 

92 

* 

(60) 

(88) 

(151) 

10 (254) 


All estimates preliminary and. unofficial. 

. 	These estimates assume no changes In VA, DOD. FEHB, and 

other Federal. health spending programs. 



'OFFICEOF, LEGISL.ATIVE & 
IN'TEA"'~GOVERNMENTAL' AFFAI RS 

FAXCOVER:SHEET, " . -

,.' of palate: . Cover +. 

.( 

-'.' 

OATE:" 

FAOM; 
n_;.J ~ 
'~ . 

. . , " '. 
0L / 
~r __~-' . 

.. ,:' , t", 

Fax: /, (202)'00 :"1188 
" 

Phorie: .Phon';' 

",1 

, , 

- I 

':: ,­

.,; 

• -': 'i' 

, , 

", ­
" 

:" 



.. 

" 

c .•::r':,·:·c:.,; ,;::, "". 

,',,' 

. u.'r'-;tu.~YL U1: ~f;PM' 
-'," 

, ., 
". 	

\ . 

E~UMULP . 
." ( .. J,,:: ' 

...... 

"', ­
, " 


7/l0/94 C; 

0. 	 Reduce' the Annual HOSp!tal update:." R~duce' th~ . I,lpdate' .for ; 
1~pat1ent hospitalse;rvices by,O.S PQrcontags pOints from FY,' 
through FY2000, (FY 1997 is already reduc,j3dby 0.5 percentage, 

,poInts SO ne .. further, .reductlon would.bem.ade· f.9r that year.). : 
. ,; , 

'0. 	 RGduce, the" Indirect Medlc'sl EdUcation' Adju'stmen,t,:' . Be'ginning.' . 
with FY 1996, Medlcare' woulddhcont1~u.~: making !'ts IKE,"', '. " 

,paymente to hospitals and bQqin'to contribute' its' IME dOllars 
to. the' academIc. heaH:n, center all';'PQyeir ··pooL,. Medicare 's" 
cont.rlbu~iori to the c:a.cademic health ce.nter poo'l 'weuldbe the' 

.amountreeulting frem rQducing the,IME,sdjustment.factor· from 
7.7 pore-s,nt to 5.2percent~inFY· 1996.. Beginning .withFY 1997. 
t.he Medicare contrlbutionin:tha prloryear weuld be in,creased, . 

: by"the' ·cha.nge,~n thQ Censumer Price In.dex.·' . 
, . I • ," •• _ ' '. '. ' • 

. 0." HedUCe'Paymente far lJaspit~icapital: For PPS heSpit8.lS, '. 
" 'reduce,the'basecap!talrats by 7.'3.1 percent;.'reduce hospItal-:" 
. 	 sp9clflc.'capiial ratespy 10. 41'peicentj' and,.roduce the updabi~. 

tothe'c.cpital ratesby'4~9 percQrit per year batween,rx 1996. ' 
and FY:2003 ,.Pay 85 parcent or cap1tal co8.t.sfer, hO'epitale

.and'hOspIt.al' unlt21 e2(cluded from PPS ,far'fiscal yeaz::s .1996 
': 	. through";'2003.;·,, .. , ' " ' ",' .,',' .\'J " 	 ':., 

: '. , ""~-'~''';.,,?.'..~ "I .' ~.~' • ••.:',." ".,:' '. :: ' " .' .~ . ~ • " ~, ~ , 

'oR§yise',the,D.1S ro ortianate:'Share.:Ho's ital'~ Ad .ustmel1t ~.' .' Redu,ce, .. ' 
.':' ,(:',\:,the~J(:lirr~nt~::MedicarQ' .. sproportlonStec8haread j u.tment for, PPS ';~' 

·"\;::~~~~~t;f;~~~~~~*;~~~:,Uf~~i~~~~r~~e~;)~~'ir~9'r,)ir ~~~.~~n~f\:i·· '. 

GradU'8.t9;MEtCl..Lcal·tducatlo·n:'JCaeh Lag): ;eeqirining, wi'th FY , 
1996,;. :Me.q'ic:ar~-li'll1 'Cle!ls~f.,to"'riiakQ ',GM~ .paymeJ\tR,:t~:r :he'spItals .,', " 

,'. dirEictly:F, :::;a~stead·wl'lli.makEh a'contrlbut'100:lnto' 4' natienal'>' . 
.~w:,pool~;:L~M',', ,i~~:/~t;1:,'C9'nt:;~i)u.'tEr, $lf.c5,~~J:l~!¢ii:iiif,FX" i,51 ~f~ .~nd:::/~:""

':"':,~~" $'1\ 6':,bi"l1:iorff.i'r\:·FYi:~f997'Xan«:i:'Fi~:/ 19,9'$.;:<:'Begfnri.tnqj~1 th' fY.: ;1~99'~~/;~;,:.
'. ,,~' .. thej1Qd'iCare::centrlbutlon', ;1n ~'the "prfor year 'would" 'be, increcseci'" ','

." • ( . >" - _~ ,. .. '. , .~~. ~., ' ~,::, I' ~ ~, ., 'f 	 .' 

,.':. 
',;',,'., " I ~X';:.~~:;i~~;:f~;};i:·,;t~:,;:t~~ :;1!;~~~:0~~·~:.;~~:7 ~:, ~:\0~;'~'~:";~~"\';""~;'~" '.: " " .:, '," ,':. "\" .. ,.. : C'; 

"" ,a.:', ExtQnd!.OBRA93SNF,Updin~ecFreeza:, El'im1.n4:t~: <:,etc;h:up.1:;.hat -" :,.'. ,'< ,.:"

:,: "." >,'~ ;"would,xre8ul:t~,'at,ter ,'SNF'::.two;:~yelir ." :tempora~;:" frQoz e~ :expires '.: '..... '." ',',

.'. ":.' ·(i.e~'i:cco's~t':'report1nq: p:~ri'6di?beiifriri'friqr'c)n:'or':'atter ·10/1/95 f\·;::'·

'. "': '::'·by<~r&caIctllating:.::tiie ..percent~(or:the:'niean~that::would.:reault ·in.,"':·~:·


:', .. .", .' ":.. ''th.;'~~e~<,,~~vl:ng'e)I,B :, a ~"c:O,p.~~rt~~1::~~t('o~,;t~~,: ;:~t-~9'Z~'): It: 'lS/, 

currently ,'Qs:timated :that':a';l;lml't at'lOO:;percent of· the,mecm'·'of'·' 


.' " :. the,~m:9:~1;>ie.c.ent; :CQ8t d~t:4:;woul~~c'compJ.,i.e.ll·;:th~,f!t'.pCl.f.cy.·.,.: . ..' . 
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",'0;. ~an9'" ",Carei'Hospltal::; MeratOriUmr:" prohi~l,k!new.', leng"'" term: .. 

.. . . :,: : ;:'" : ",: ," ~8.~.~':'h9\~plt.~1~8,i·.,fr,om:bE7i~(iFe~c,~.11~ed, :fr¢m:' P~6,/:ef'fec:!t1,vQ .,upen,: 
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o . Extend HI 'Tax, t.o' Ali 5t.e:te/Local Emplo'y~ ~ Extend the. hehl.th 

. 1nsurance (HI) tax to state and looal workers hired' before " . 
4/1'/S6"andcurrentlyexQmpt from the HI t.ax~' ~ttect.lve· 


, ... ,10/1/.95., , ' 

, ,'" ',' 

.",Parts 

9 UI!JGReei 'GDP 1~ MVPS :"for Physiician' Ser~ices~ Beglnnlnq'w1t'h 
" 'FY .. 1995,.,replace the current·'hlstorlcalfive.~year , .'. .' , 

vo'lume/1ilten8ity ;factor,endperformahoest.andard.factcr used' 
,in.cclculatingt.he ,Medicate Volume ?erfOrmanc:8Standard,. (MVPS)·· 
wft~' 'the frY-.e. h1st.or1c:al·'g:r::9wth in:real'.qrose. domestid product. \. 

. (GOP) ,perccpltei.: :for the, ,surgery and·'other' categorles and re.a1 
GDl? per capita:plus LSpercentagepolnt.sfor .prlmary care •. 
El1mlnate:the;cut'rent. "percent.age ..poin; flo.or. on maxirlnln\ '..' 

. .reduCt1on5:in'update8ciueto.physiclari•.'pQr~or'mance relative' 
',',,' .t .:" to thEfMV~Si~;;;:".,· ";'" "'. . .. , . . . ,

" '.. '4' .,;,,:,,,, , '. 

";., ' 

o· ; !3e~ .C~m~'i~t.J.Ve ,~arqete .for PhYS!~iS:n i'serv!~e8·;;. EstabliSh .. 
cumulative 'MVPS rates oflncrease.·tor. each· of. tile, three' , .... 

. . /sepaI:ate>c~t'egori~8 of: 'service :.primary ca;-e',. B'urg~~y andalf,' 
":;'; ,'. ,. ".othe;:iiie,r"1.~.es;;<J=uniulat~,vQ· t~rg,e,ts·· ,~(:)tild i b~bllSQd:,()n: t.n~>.;: 

.' ..", ;,.;<.~pr.t9#jY~'a.;;':~::::l-f~~.:rate'··of~~.llct~ase: torafr'x8dyeeu~('r ;'1~94J~i 
~ .,:,".': .....;Y, .•'rhls·,ls~\·ln:,contra8t to. the.c\,1rrent:,.way ..t.he ..' MVP,S·operatelW.",here, '.. 

..... '. c.:!,rl.t::,:.;:~,r!if~iij~~~~~~';~i,i~~iii~~ftc~~~~.~t~t~~:!,~,;ii~!:!f~~i¥~t!:~.,i>,
. '''·~:'i···~···'' ""dete ne'thEf'specificMVPS . amount would 'be" used';;"·" ~ ·,l','L". ,,' . . 

. "'·".1::::::,;;;::;'~:·":~:~~:<~: jd;~;' '.:!',y~,;~~m'!~#,!;~(F:~O).;;: fr,~.m",.C~.l~u,l·~tJ?n ·;~('~'bh~J~'~f!.d ,p·4ym.er;<>· i~ 
. '. "'::, :/,:;: ~"\C" smo ' ad1oiogYi,::,dlagnostic;, ,tests: ancLambu-l.a.t:ory: surgery" 

;: .".'." ,:\~ ~:,~'y';~'~, ':~; ">' ~:r~?;~~~f}~t~i,:;:~;~'1~f~~;:~~:~~~~;~}~~:?':~;?.'~~\ '.::;:;.':/~;/"?r~,t ·~'.~':·r~} ..:': ': ~i' ::";;~':~!:, ?..' '"i,:'' 

. : >, ," ',::'<' ~> ·cQrill)etftlvely·~1.Hd' for/ other Pert' B' Items'.and":Servlces:' ,. T~e. 
::X;::':;:, i~;,,~i{£::::~,i4~~>, ~,~~~r.~~~~:~JI:~?,~~~,t~·~/);,~~,~~,~.~;.~tt.::c:p~~::r~~.t>p~~P:9,~.1~';~e~y ,:'fo.r,:.•..... , .....:l: .• 


. . :: .... J;:;:,<.t1 ';:';::·:;·:"~~">;:~"'4!.c.s~~,~:~e~v.1.~es,. a.nd'?;S~ppl:,le8:J.Jl~:.geogrdp.h~"c·,:'~rce~··eff.ctive:'~ :" 

"<""~';<"""""""b ·"1""·1"·,,·· ..,"'·"·'·1/1/95·" 'C"t''''t .'." Idb",;'bll'h d 1f'h .. , "'" 

.;~~~~~~~!'l'-:.~" .'~ , . 
. ·;:'J::;:.;:~',;i.;·.;:,.···':;an<i'/dltyge'n~eqli!pmeritr:and·yerite'ral' .and :·.parenteral:.nlltr1ents·and '" . ' 

::i/:;-"'.<1P:';".'·:;·,: B:upp~·ie"s,>yit;~tf'~the~compet;i~iye'i5y.,temido·el:(not."::rasult, in·A'... ':' .::, ...... ' . 
.,::~~j~;.;i:i i '!<'re~~c,t.,4C>1)~~,o.~ ·.G:t:'.le.~.·~~,;, l,O;:tl~l:cQ'nt .in:the J;>:t;i:c'~,;.of,'. t:h~se. ' .. ' " 
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:".;,T 
~ '; ';­

", 

'",'''\ ' 

.~ . 

'.: ' " 

.. 'i '. 

.:;';"', .. 
.: ,.'., . 
-, 

http:neBd~dtoresu.lt
http:J;>:t;i:c'~,;.of
http:G:t:'.le
http:J;:;:,<.t1
http:cQrill)etftlvely�~1.Hd
http:p�4ym.er
http:in.cclculatingt.he
http:10/1/.95


., " 

, ~ ". .. 

': " .",' 
, 

. Page 3 I, . 	 I " 
< , v\~' 

'. oc:ompetltlvely sl'd!or Lzibortitofy. 'service'" i",The:~Et~'r~ta~,::' 
, .' "M • ~ .would be. required to 'GstablishthG sarna kind ,0.£ ~9.mp~!-i,:tlv~ 

} " 
a~qui8ition system for.' Medlcare,' l~b, 8/erVl,ces'.~s'Ct,o.t"Qth'~z:;':, ,,;: , 
selected. Part Bitems and· servic~5,' ,beginning';.o~' ,1/1/9,5:~~;;lf '. """;.: 

'" '" , ,thecompetltivo system does not rQSlult ina,'rsdUcfi'on.':'Of>.at.,:'· 
",;,le:.a,stl0 'percent in tne pr.1ce9t~ all,.'lab 8ervi~e1:{:~:ii.~rii~:.th~::-"""."" 

, p~ice thatwoul.d. occur in 1996, then the'S,ecf9t_ri,\~c;),~~at'~:,... " 
'redUce Modicare.fees, for all lab ser'llicQsby..:th~~di'trerence '. 

',.' .. 'nsQded' to result, 1n '8" lO,'percent· savIngs :for, 199:or,!eff~ctlve 
. ~ :. " 

{, 
,7/i.1~5.,·" " , .. ,,' . " ., ) ;':'~,:, ~):'::' . 


\ , . " , .,. ."" . '.>J.:,' ., .. ' ," '. " ~ 1 


'0: '. Set ',rncOmeRell.lt:.ed premltims:. ',.~enef1ciarles with',~dJus~ed 
'gro88,incoma9f,.$10S,OOO ,or,morc' 'for a single, ,p~rson or', " 

, , 
, ; 

$130fO,OO.;for:~mar:i:'ied taxpayer8flling'Jolntrsturns,.;w~uldpay 

, " ,8· Part:. :B"prsm1um,~~ual' :t9' 7:,peJ:cen.~:;o~>P~:r;~):l"C()8ti5/' ':,'::j .",' 


effective,l/1/96:.:' Th.re:woI.11dbE) ,a phase,-;in';of:,.:the ,'incomQ"" " 

'" .. ,related:prem1urn :for:singHu,i bQi:wee~':$go.~oOO:;,ahq.,.$,~.9~/9'oq and' ','

marr.led taxpayers· tiling joint' rwturo6,between$H5,OQO,'and, ,,' ' 
'$1-30,00 cf 1fonly one sP,ou~o waspovored, by M~d.icarQ,: par.t,: ,B. 
(Itw()\J1abe b9tw9~n; $n5,OOOanC1;$14SiOOO':ir,bot~'S,pO\~8~~'.', 

, , , wete:covered.by" Mwdlca.ce Part'B) ~' ",,:; ,;: " ;;,,:~: ,'·,:,~'::;'i',}' 1:;~ ~,' , 
."' , :':, .:.' ~ . '>' ::->, ~ :.:':,:),> _~~;/:~ ~: ..,:.GJ:-:·): ,:> ':, ,;;'", :';, f,'.;.. ,,: ., .:~" -',,' ~':" :,: ~- .;, .~: ~ ~ . ,} -~.. ,;/" .' ....::~._: .'.. \~. , ; .: "~.' -~'.: :: :',.~. :.~. ,:~. __ ~::,:~.~~::~~~:_::~~~~",{:;~ :-,_;,~,~~'".~~)~'._.':. ;.. '\:;.~ ::. 1, "~:: •• -: : ...' 

'i, ',:" ,:::,~;tn'Csntives' for "PhYIHellins . for',pr1mary: carfr:,,::~'ie~f~~J:.~n,~~Ji,~:t,V;~Bi ," "';':,~ , 
,,','. ,;'c" ",,:: , '!or: prinu:try, care by;, (a), el5ta.bl1ahing" III "resouroe:-based'frmothod" ',,', '<. 

;'..:':'" ,,',~ '~ :.:';i t 
:,,: ~~~~,;~;:.t'o:;'pay,-"for:--t!iQ \phY.ic1an '~toverhead': component).: 'Cif<' ," pi{' .; -c1an'Lt~"'''l .',' ,l ".~",,";"'" ';,

; .t,": :,)~-;t~~':~:, /If"~':r~<-' "'f"':''l·, " h"~"d" l' ....·"'1.';:·1' ~. -. 1 . ".. ~ 1" -.:", '. ."',., .ll\ ./-'.... J"4:'l"-"'~ ,,,,,t.l.,,~ P.~~·~:lt",.~•• ' '. ~~l.·.,,,·- .... 
... : ;;::·'~''':;',:i<'.:.~ , ee'..sc e u ei,,', ncre8S ng',pr mary" care'";>prac,,,' ne 8;',,,,y":', .~,;',,' 't" ,,,, 

, , "t, ...',t t';."" if'" "~.t'~:, 1"0'~',(Ir j';:V" j, ~t"t: . ; "d'" 'd' " , .,.. t'!' 'RVO ,., ' f >, ~', .. '1:'1"",\,,,,,,,.. ,!~ .,' 	 "" '/,; <7 f..;., • f v,' ',i,' 
. ,',' "';,:,." ."-"'>''':,''/ . percen ,:a.n '{, earea.s ng, 19;: or;;a "'non-	 •...~"Z,. :";'~'.t',;,,;:: ,.'.r,·: 

, '-r,;, :. ~ :'('\.i:i~,:'t~;,~~B,~fylc~~·~,:a~~:.a~<:,of,fsetf '(1;1)" fn.~r.e~R~ng'·~¥J.1.~',;:~t 	 :t'~~f,.~~:~i;\:~ ~. >r ":':-~:'" ;:, 
, ," .' ;,;- ,'" ';, ., ',RVUs: by: ~lO~,percerit:dmd. reduciri~i:. reratlvj:l":~~l v," ""rb: :::.:" ':':.: "~",~:, " ",' 

, :, "',"': ;':;" ,l', :':, p'irmaq:;eo.re, ,servIces "os':an' :o££s'e1:;;':,: (<:1 p'frQ'du or:: J:t :< ~ :',::" :,:, t"': 
• • •• ,,'.; 'f".!'. 'w j ;; W• ' ..... ". I ~.. ~ • ~ ,_ 1 I; "-.. ., _ ,',' ".,.' .......' i.:J,<.... !' .. .(·~i ~ .. ;t.. t ~ 


. , , ,,':; :,:"', " :,:: ,\·!,·~:t~" t 5' f ~:l~,'t.:cpn~~J ~!l.!-,ioO,~;.,.t.0>~qU!ll~)~0f ~:~<;_e~ ,;Y.~~~J.~,~; .,'~ ",' '1 '';. yJ:nqs); ~" ,:;"f " : '.~: : :' , , , 
" ,: ,,' ~:,£.,;, .. ":: ~,~.i;::.);.~<t*,~p.~~e~,!e;J!3~e~;:,f9Fi ~ll'f,o.tf:~~a ;.V;~IIJ~,s;~;;~( f1h~, ~,~ ,,';l,9' ' ;;Y~.;:K~ ":, ~ ;",i: :~, ~ ~:,;~' :' ,::'~ 

I , . ;,. '. ":' ',:,:, ~~ f'/:~: :,:r'~' ,~'6ll,\pone:n1;", 'of", ,~e~;v.p:e·8:' 'Wi,t~( ,,~!~ut,+:1.'1r;;, int:'e.!i!l~ ~l.'f. ;.~)!;<aJy.~,~ ~\ ,::':~'~'<., \' ~~, ~: ':"':' ::,:-~~;. ,:':~~" 
:" " "'»', ;::;:::',,:::,~ applying:'ths' ,sa;v,tnqs, to' increase :'ths';'wotk "coinponerit:~;o "~",tne..: :,/,::' " ,",:: ~~J '~,. ;( , 

. ,;,,' .. " '", , ;,' :~~:::~ rel'at1ve :. value<for "pt!mClry~'c'ai'Et' s'ervlcei:r;3al\cr'~('e,Hlncl:!~a:'Un'g< ' '" .. ',:,>,c'..{0.(,,;,~;:>,;, 
, "'"'~',i'!'j''' " ... ,~ ,'.f..!.,,'., ,~., J' .... _~~, ..'j,'·~'.,~}'~~:,·1"1A:':;. •••'~,·,·,: .... ,,,r'~'··'',' ... ,..,,:"~{\.. i)} 

, 	 ,: /;"'" ".',::,,>~f:~ft~,e: J>o,~U~', P!tyrp~~~:.,f9r J~;im~:ty ...c~r~c~ 8.Q,r."{1,9,e~;~!n.~ ur~,~:~!~d,~:,:qr~\atl ," ""-,;::}~,;,;,,i;, ~.ih:
',:: ,;' '..: >,;~~';l,,,>{Jl,e~l~~_ ~~cro~,~s,s~c;ma~,;:,~h,?rt:,age, 'Ar~~~i- '( ~~.5AH'f).(~~~?'~ :;;i!~;S',}~.l?-d: i"" .. i. :,.', :{/ ' . , 
, ' ",~ ,,',' ~::"."!t,:,,. oe11minat'.1ng" the 10. 'p'ercent" bon"s "'pAyment,.' or:;',no " re'" ", ".,,';~. ,;,1 "';1 .t:...,!/, ill. '\ .. ' '.... ~ w., \ '''". l l' "~ ',' .. i . ,¥ '~I. " >,' ,"".' •• 1',,, > 	 ,,'" ",,' ;:~,:.. !"

" \, -, . ~,'"'' ';,' s,GrY1~es','in I.1rban\"HPSAIiI:\', ",r~:;',J::{:,"~:,:~?J')«"'>~ :"':,",'?:$:~;1:' 	 '7: ' " 'h,J>;-; . 

.;.g:~i~f;r~{~(lf~~~~~;~!~-:~~:~~~~~f!;~t{~~~~;~f~'~~fttf"~!f~~~~i~i~~g~1n;:'~"[:~*~t(,~; 

, .. ", be mad.e,on ~n ,~saignment,relat~ci, ~a,~!sJ,. ,::;"'," <,'-",;~""',';,""'..,, " 

"" ,.;.. ,. .~::\t·~,~:-,~, ~ ·:'5::' ':'~,;' ~ <,'.:.:',' (:.....;", . :.: :.~~'.;; :' "'.:~' 'I" :~" :' ':','; :',..'. :4> I.:; :".::'. ">~: ~4:' \.~ ~',!:'.~- ~·?I·:"~I.( ..::: .. ' ~. '·":>.r::.-·r, ·},~_r'i· .j'!" .: trg'f·· ~.~~-:}: ,::' ~;,/:~~"L'~·'> .'~ '.' j 
~"',,~ ,:' ':,:':,'o',~ ,~~Extend"part: B'Premium '. at·, as 'L,pf ,;'cost'I!I,~, /!:Ex~,et;'d:';,~.~~:;',Nu::t'f:B:,:):" '.. ,', 
,;' '/';':':L',; ,'premiuri\::at, 2~~'PQr'<:1ent,of: pro,grani;',.<:108ta:''forq:g;99'!iah(F~,~ ;',~:,:,~:~~::' " 

; , 
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Part. A'S' 

.0 . Establish a Home Health copaYmen'C: Establ1sh a copay~ent for. : 
homeheal'Chvls1te at 20percent9fthe c.veragecQst par, 

.. visit/effective 7/1(95, forall.;'i&itSl ~xC:Elpt. those. oc·yur:ring· 
:.wi.thin .a30. day peria~ tdll,owlnq .an l.np~.'C.1e~tho8plt.al··· .:" 

: id.1scharge. ;' . . .. . I • 

.0: Ext&nd. OBRA9 j Mecu'caie 5~coridary ':payer; EAtend perrnanentl.y . 
· .' the provisions (which OBRA-93.extended through FY U98)!· (a) 

'. regarding a data' m.atch between HeFA, IRS: and. .SSA t01d.en'C1fy . 
the pr1rnarypayors!or Medicare .enrollees with health coverage 

. in addition to Medicare) (b)makin9 Medlcare'the second.ary ,' . 
. payor .for disabled EunployeQs .wl'Ch·.employer;-based health; . 
'1nsurance: 'and (c) requlring non...,Medicare insurers to 'bethe ' 
primary payor for ESrm. patient~ f'or'18 .months !before Me4icare 
becomes ·the primary payor. . . ' . . . 

o 	 HMO Payment Improvementlili' Seginning In·.:1995, estahlish' . 
separate ..national max1mum ami m1niinum stahc1arda f.o£ the ,Pa.rt A 
and Part· If portionDof the.AAPCCtctes. :rrhe standards would· 

.' 	 .; .• ,be. ph~se·d ... ~.n ,Qver·£iVieyears:' (e. g'.;;20·..perc.ent.in .t,ne f~rst" ... 
· .year; '40per.cent in 'the secone! yeari.e'-c~Y:~nd pe bal5e~(on ~S:t.'

",'.: , : perc'e~t: .o~· the .l]SPCC ~" ":, , " .', ':~: . '~r'" ., :" . ".', :.:" " " \" • '1 

: 

c 

",', 

., ...... : •.'" : '.. ','. ..' .'. ".: c.". ., :,. ~ ... :.·:i ,~~:,.",;.' ;.'.L.:...:-:; .>.".:.. c<,. '. 

c'o",n:'Cies' .wh,ose ·.,.~art.· A ,AAPCC: ~sabciye~l1.d· ..~~p~it¢e,~~'. ~f·:95,::'pej;:c~nt;.?.< .. :·· ,. 
':of: the P4rt'<A' USPCC' would be 11mit'QQ)::~(f.·€hat:·::;am.chint:·unh~sB:' the'~'< '... . 

" .•,-,.\,,' :',.- .• ,.£.'''. " "'.,'-' .-"'~'" ,." >-t '/."'".-'-1':'.\1',·, -',. ,',.' "-""'",,,,,,-./,-,"',",'\',."'" ... ,:.> Part' B po~t.1:on·. 'of: theIr. rate·was;·.below.• '95)per.cenTi::·ot.·~'tlfe,:,P·art';·· .... .'
'.' '. .B.'USPCC ',,: , .' The: B.tandaI;-d·.'f uc "the'.. Part:', ~'.'P9~tion" ::~'f :. €)':lfCra te'\ . 

.: 'would be the 'same'/ekcopt 'the stand.ard·· would'· bQ. IIQt~' at 150 ',.: 'r, ., 

p~rc.~nt,. of" ·~S:_ perc~nt, ,qf:" the c.pa*'C)~~:·b~~Cc ;-~'.: ;~, ':'~,,:< '.;; '".: ;,:,- .... 
:: :';' (/'1:';." ;', ,"- '~'~:;'i~'~:\', :::.!~~ :: :' ..:'~'.:?:;.... ::tl~~s~";·"·,,: ~: ;{.,; ;. ,~~~;:, ,;~,,~ }:.;.,;{,;,;;('~....; ~ :~'. i ,,~. :,:) : < ',:. ." '., ....;:., ':'"c 

The' minimu~.:standard ;would-:n'ot be.' phase,<t:in <,:' ,,:~ounj:;.iQ8 'whose :'.. 
, 

\ I. " " ...... Part A·.AAPCC·~;.1,.8 below B'O, p~rcent~ct:~95~·.per6ent·'of:tlitLP'arV· A' ' ... 
.. .. .USPCC would be':, inCrEl45edto:thatCi amount:;/unle88 ·:the.' Part. 'B.' '.. " 

" ":.':' portf~n ..?f,·~l'i'~.i;.~::.~t~ ,w~.s(:~b,O'r9;;~~;·j)?i,:c.~rit;f.~~·.,th~,!..:;t>Eit;t;8 ::>. ::'.:;'
'. .... '. '. USPCC-~~:' The :.'B'CandarC1· tor, the:Part' S::·p·ort.1'orL' Cif·, 'tne:ratewO'uld:"., .' " 

.': ,~. '." .... :: ,7',~b!.;h:j·:: ~aRl~ .'.~~~.<. '..••..•. ,'::/;·7;:,.... '.; :.~. :,:.:?:tH;~6:·~;.;{;>:.;;·.r~;·:~~:,:~··' ""»:'~':':\~:~ .;,:':'~.':~':' :,'.,. 
)'.'<~ : Reduce . Routine ·.cc8tLlmlte:,for··HHAe?:'(:::~.~~lm~J:\,~~.~~·.c./aF~h-,~p.;~:thElt", ! . 

. ,·would .. r$8u~t a£ter.,JlH two' ye,ar'.te~porary,·:frciQza::e.xpites· (i;e~~: .. 
. .for colit rQPort~rig' perfo~s:,.beglnillnq. on·:·6r~a:ft~r· 7/1/~~f by':' 
" :te(:alCula~lnq:the:.percenl. ·,ct. the:m.ean;·1;h4~'::w:ould' result.:L,n the 
.'.' " '8am~ '~avin9s~!I' a.. ;oon~inua,t!ori of ..t.h~,;~.~~e~e~\ •.. It·:!~iCur~fJ.n~lY .'. i 

. ~ '.." Qstimatadthat a,lImit·a'C. lOO:percent'·cf.~,'themean;: Cf·,i.the'lnost .:. 
. ' recent cost ~Jda:t.a·· would .4ccompli.Jl:;;t~ie~ policy~'.·. ,REidtlccltoost:>, ~:,: ' 

~.·.i,imit!l On ll0riie ·h~alth,'Q,ervicQ8t9 ...100·p~rcent. of ·the~n!~·dl:~ri>·::: ',' 
· 

, ~' '. 	 : 

" ..' 

r' .• 

. . ";.~ 

, .,",' 

:'forces.t repor'C1nQ'::per.iQds··'beg1nnlrig;Qn,¢r; l1f·ter:..,d;1'l97:~:~ ;,':::"';: 
." ':' '-';~' ' .;:: ·~·';.':t ;",: ".": .. " ,,".: -:'-~'-~"-:J:~':'" 'J ..",~ :.,~. ," :.....,:::' ...• >-,: t'·)·~'·f..~·:"7:~~\'t:.;.:.~ 

../:. \'i"'·, ,':: "::,;',>,:' .~.' :' . ",' 'y I' 

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

.J 
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o 	 . Expand' cant.ers of 'Excellencer Expand centers ot.excelloncie :to, 
all urban areas by contracting'with lndividual:c9ntei~ rising &: 
flat payment rate for ,all services (pare A and ,Part B), - ~, , 
aasoc1,at.ed. wleta' catarGct,. or .CABG l5urgery, •• T,he. s.eor(1)~'arfw.<?1.ild 
,be grat\te~: authority to deS!gnat8other s~rvlces ·t,h81:: lend, " ',' 
.tbemselvo8 ',t,o ,thts'approach. " Benet1clarles ,'would 'not· be ''', 

, •• ,'> , ,raqu1rec'":,.f.o· race!ve', services, o.t., these,':'c'e~tQr8;',bu~w9Uld 
, encouraged "to,' do ,so by ~edicar~prov!d!n9a.·rQbate eo t.he 
ben8fic~,~ry. equal ,to, .1qpet;Cent. ot. the gova.cnmen~~15 savings.' 
fi:omt.he.¢.!Jnter•• " 
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7/20/94 ..... 0 
Med1c~resavlnqs propo~alB 

.,part A· 

o 	 ReducQthe Annual Hosp1'tal' Update; Reducethe :upd,ate. f,or: 
.1npatlenthospital services by an additional 0.5 purcuntage, 
point.s in'FY 19,97 (for a total .ofl. 0 percentaoepolnts) and 

'by, 1.• op~rcentagepo,lnt!3 .in FY 1998 through FY·2QO.Q.· ' '. , 
.. '. 	 l 

'. o·:Red\icu. paYmentl'l"fo~H~'spltal ·capit.all, FOZ.PPShosP1tals, " , .' 
."';, reduce the basecap.ital' tate by 7.31 'percen.t f,i'educe: hospital-:-"

.:' ,'8pecific, cQpitalrates by. 10.41 'purcuntiand reduce th9update 

. ','. to ,the cl1pital~rat8l'1' by 4.9 percent per year,. between 'FY ,1996 
,,\', 'and' FY' 2003~ Pay' 85peI:'cent;.,:of" capitalcost~, fot:hosp~tals 

,,·'·and.hospital units eKcludud 'from~PS forUscal j years, 1996' 
.through" 2,003.:. ",' , ' , 

0, ,Revi8~ the pi.proportionate Share HOl!lpltillAdjUst.rnent: R~duce, 
t.hQ current.. Med1care d1Bptoportiona.te:8hare.adjul!ltmentf,o'rPPS , 

I , hosp!ta+l5:wh~ri' the state an whlch:~they'<az::o'locatuc. :comQIi ,onto 
tho ·nawII.YIi1:em by 20· pe~cent; " ' .~, -' . 

•0 	 "Gr~du~te' Medic~iEducat~'on ~ (Cash ,L~9)::" .' 9~9irtnlng,with' FY· , 
. "1996, "MadJcare .wL1T , cease, 1;0 .. rnak~GME 'paymerit:8' to.h05p~tala 

: .. ; .' d!rectly,.,..a.i.~'. ini:3t~adwnl make a .contrlbu,t1on ''into a .nat.ional 
.pooL':,ModfcB:,re·w·~11contribu~~':,.$l..'5' b~~l~<?n.'in' FY 1996 and 

, ," 'J, $1 .. 6 bl1.~1()n,in FY '199'7andl'Y 199B. ",J'e9inn~hq with', FYi99.9 i ' 
':';. ~·,:,'!:tlie\Me<fl'c·atEt ',. contributicriJ.n'the· pr~or,yea'r' ;~o)lld'be increased" 

, , , ~~~'>::It~~0E~!r.(~*,~S~t~~l}~~:;,~'~::~f~0!1~;j;'),fj~t~\::>;'0~~~~?tF<~'~c\':,,; ",:,',,' .:;.' '. ',. ,." ' 
·'Q.,~,fExtend\OBRA93., 'SNF" updat;;e"';Freeze'r~:'~,E.~,iin~na.;te,;,c~tch~up:., t.haf' , ....' , ..... 
(·t:' !:wo'ulcf;ros.u1t·, a.f,t~r S~F :.,·twocyear·:temflt;:ri:ary;.i'f!:'eeze:·e't:p1res ';" 

; " ... ,>'.: :;:;.'f:i'f~~~~~~~f;~:;~"#~t~fep~;~in~(p~~:~~tl8';' b'~,gl,lJiiiA~/~rttir: ~;~ter·.~,o/ i[95) '.. 
: ,"~" "-";~·,,py,,,recalcula.t!ng,.the "percent',..,of, the mean· that<.would,~rG8u'lt, in 

, ~,.:: 	" '", :\,~,: >~/;(~~h~:::~~#~:!,~~:!vfnq~" ,!11;.,~ a';·,9o~~ft~~~t:l:dn.::c)f~·i:h~ '~r~~e.~~ .::,!:,) rt·"~s.·: :.. ~-">' 
, .' '\";.,! 'l'-; :;';;:/i::';':'.::,.,current-l.'y:~e8t:lmated-, thct:.(l· ;·Uml't.-,&,t .100: perc.ent':, of, the'pmean of 
, ' ':", ':<'" "',(.~ ~ ·o::·?,-the,,~m()'st<re'ceilt.' 'cost :'cati' 'w(S'uld:'::'acc'om'< f!sih>th.ts·:,-:' olte ....~, .:.";'" .",',; 

··.t 

, 	 '. :::~<: '~. ~:'.' 'rri .:.t:;.'1;;;,:5:'i:;!:'J,::~{;':;:~i::<':~:;'!; ': ""//i 7 ", ~ ,~.:t;lli>};~j;:;"j: ~:>:;,t> ':>, :;i;:,\;'~;" =,~,~, " I:::"":•. ~:., ,'" " 
:' )': ::::~::'i,':() :,~, LOilq-Term',Cilre . HQspl tAl' ' Mor4t'orlum:~.::!,r~n.i::bi:t::'I)¢~/lo.n·9,:,~erm, 

'.', 	( .",.:::(;;i:~~~t~~~f~;r~~~,i;r'}fc?r;:~;tlfI~~j~]!{;r0;~~~:;'r~f;o;rI~·, ,u~pn .' 
".. :: ::;i:, '(O(;:' Extend ,HI' Tax to ' All 'State/Local'::'Employees: ',:·~xt8nCl-~.thQ ,healt.h' 

;:... : 7'," .•.,::,,;.:, j,nsuranc,e,' (HI). tax: to: st.at.e,':.arid".l:ocal,·worke'r8:,h'J;red: befo;r:e . 


'. "·:;··:/'~,:(;.:411ia6·1..:ea:nd:':currentl}f 'e:x~mptifron(th~!HI ·tax;;:.e·ffacti've·.:::'··', .' 

'f:~itOrf:lir;'Xf./ i,C, ::: ':"i;t,;;~:W;;:"" ..;;:i X0 ;:it ~".' ·;:, .. .. .' , 

,.•i~:l' "" '.-'.,.::;:: , , .. ' ;-,.,:~;~/. '~' .. '>, ~ ", - - , ,r .•" 

"' '~'y' ,'. ,,,'" ;, ,_. \,\ • ~ ~ t~':.' ;', "::.: -, _" :' .. ;.>, -;'?:;·,;'i!>:-,:~~.}::~:;::1:,;{ ':: '" 
••JJ ,t,'oj.) :.0," Use, Real' GOP "In MVP6~ for :P~YS1ciaft_ SerViee8_;,,;/;',;E!~,9'~.~~i.ng:'~ith:-. ,,'., 


-.'.: :";:';":":i,:' . FY 1995i'<i:eplace.theourr~nt.:h18torlca1-flve"'Y9at:',·,; "" .' , '. ,.;~, 

.'" 	 '\';A~ i\':""'__ .~·' "" "lJ_\fr '" '." lj, "'," • .'. r '_', -: ..'··0'\.·,: ..··;~~":f.-'··', ,.''.''- ...•••....,._',. -.' _ ":r" .'... ,' ,,,~-.. "", _.' ,','_, ", ,,<.
~1:·f.t·,): ..,':/i:'-!.":~VoIumQLlnten~1ty~:faC;"COr:,and;i,perforIiiancEt,stanaar'd·;Jac:t'or.:ui8t:1d,,:,:' ...: ,;,:;'.~. 

'.:! , • ':;, :~: :;<:::: ,;: in'; c.alcu;a·t{ng:,:,the·'M~¥i~.~~~:i:\yO~u'iri~::-~~~f,o~~~'~;~,:~:·~£.~i1.dar~f'~'(MV1',SjY.:";'·;{'~·,:· .' 
. :,; ":: '::~\: ::, ~i:h t~a,. :,~t,Y~,. h~!.tor~~~~, .,~f9:~~',~':,"~r; ;,re.~l. 9r,~~s~; ~~~~~ll~ ,~;~.OdUC~.\".·,;, : . .:, .•..;;'; 

. . . 	 '~ ~>. ;::~: ~ 

...' .' , 

, .:.:~. 

... .~ ,,' 
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(GOP)' per CdP1t~' for the surgery and other. cateqorle~ and·real. 
GDP per capita plus 1, 5percent.ag~ points for primary ,care. 
ElIminate the current :5 percontage' pOint floor on ma~1mum. . 
reductions!n u.pciates ,dtiQt~ Phys1'c1ans;' performance relat:1VQ . 

·to . the MVPS. .' '. .... . '.., . . \. ..... " .'.. '. 

o 	 S'etcumlilative Targets tor' POys1c1an, Services': Establish ..' 
cumulattve'MvPS rattJf:S of increase: for each ·oftha tnree', . 
separAte.' c,4.t.egorios·of. se~vice': pr,lmai:y cax:e,. surgez:y .and 'a11 ' 
'othor sorVices. CumulAtive. target.s would be baeedon the' .' 
prior year's MVPS rate of incr~aue for a. fixed year (FY 1994):• 
.This· is. in contrast to the current way the MVPS operAtee where 

. theMVPS. fora, year 1s .based on thepr10r ye~r'e _.ctual rate 
."of: increase 1n expenditures; without regard to the priOr; 

'.'. year's: target rate of, increase,. The statutory formula to. 
,...d~termine th~ speclficMVPS..amount would. be used. 

'0, E11min~teF~rmUlaD;'ive~·~v~r~aYme·~t·/ El1~inate'formula .' . .' 
. ·drivei?-,. o~erpaymentS (FDO) from cA1cul1ltion of blendod payment 

'. ~m~un:~Ei··!o:r::. rad10.1.oqy;.diagnos,t·lc :t~st8 'and ambulatorY 81l.rgery 
·servi(;es'·:~Gffoct·ive"1l/94.· ..... " ..: ...... :.'",' . 

. · .. ·'.~.I~·!,'~,·:.. \·;:;.:..'t~':,·~:·.·· .',' ..... ",_ ;.~ . :';"'" '.<!. \ ~ \ " .', " ,~ .' -"..: .';. -' 

'.0 .c;ompeiH..1.vei' 'Bid . for' Other. part. BItems. ai'ld,' eivlc~:s~; ';'Tlie~' 
. . ....... Secretary ,:wcul .' e required to' contract.competitivaly for\ 

·· ..·[':F~}~~'~,;~~~gt~ai:~~~:~~~rt!~~g';?:>t~~6·~~;!;;8.~~~~l,atb}~'~'~~~·~1~.~.~,;d~.~ffti5:t.1\.·.,:.:·,.···· t, ';.: 

~1:." ~.:;. '.; .:::(;'::~<~\ ~J?~~::~e~,:; ..?rr.,i1?-9-~vl;d~a'i·8::th.~t;. ~et:Jt ~uQI ~ty..,s t(m~,ard~ >&l1d "~re:...: 
. 


. ' .. '. ". :,,~, .ablQ··,t;o :furnish' a 'sufficient··. of· tho item' or gervlce~t,.!l'ne':::.· " .. 

. '. . ..j,. :;:§~::,,~'t.~Ii.t~(Jdr;:~cnip.t1tlve. p1;o:Ctir.ement:are.~M~:i8)~·CT';;;i:5¢Ali8'i.:()·xy'geri;: .', "': .' 


. 	 u, '. t' ," ~ ,,:~,,~~;,~·~·:,~·:·,~~~~·:t1.',a~d<10~geri1-~eqU!pment~r:,a'n'd·,..·eilteral~;-,ahd~:,paren'ioral.'''riutrl·ont!;'\'a'rid~',·", " 

.". ,... I.j.1d;j;f';~1)~1~tiflfiflf~~~~~$I!~~:f!!i~~~i!~ii!~:!ci~!;!i~!!~~:.. . 
:~}i.~8ele~.~-eci~ sQr~l.cEis.:· hy:. th~:;·dlttl!rence,~needed.·· to'resul t " in .; ,10.. ' ,. '.: 

"i.i;,,·:;,:(patcent::\'saVlrfqtf~foi\~J.,99ti;::effe'Ctive\ 7'11195':' ". ': '; ..c ....... 


. ".'; :~;;,!Z[tf.,).:;":}~{:1}f<:;j:;/~;;:~.';?t:;:..:':·~·~h;;~:!":c:::)';:::.~·:,}~,:~ .;;" '<.'.f ..':':,':'::.:;;\\:' , ; ;.:: ',~, . '. '::: '. " . :'.! " 
·::'.p'::Competitively,:Bld.:for:Lliboratoty.servlcee:;··.. 'rhe 'Secretary",:,.; ' ..': 

.. .\. " .... ,'-.'" ,:\:; ..would.·be,required;"to':establ!sh the: 'samekind :·of· cornpetlt·.1Ve·· '. 
, , : 

,'::', \ 	 .- ';'?in1c;::~~~'~;~~;~~.~~;~t~~~~;3:~~;~;!~i~i.c'i;'j~:~i~~I~gA~~~~f~~j.~~~·~j';;··.·.ii:'~·· .';' . 
'.,',' ' 
. ';,,' 

:', ,·: .. ·.'·thecompetlti·ve.sy!5tem·:does:. not re8ult·:in~·a rQductlon of 
• 

at. ' , 
~~·.l·,"'" "", ,'" ' .~, :".' '~'" ',," ... ~ '.~'.:. ",' '.' '. .;." ~:'," ,,<.4' '";,' -,.." '" J., ,." 

. ' .... 'c ',':. ht415.t ·-l0. paroent..;'in'.,.the ;prlcQof 'all- ;.lal:;).::s.e.r'licee : from the. '.: 
·.;:'.:'~~:P#''i.:c:~·{tP:~t:~~C;)U~~( ~¢.cur:··1n,:' 1996 i' thentlieSecretary';wouid. .•... , 
'~·::·.~··i~:t&QUC'e:Medlcar8;:f.~ee}fQr"cill"lab 'seryices~by' {the" dl !!erellce.· 

.,:,,,·,·)+~·!>nee:~~ci)~,tQ, z::esul~~;\rn'Jft~o.··perCent sav.lnqs.!Qr·. 1996i::~efJeo:t1vEf··. ',:: .' . I'. 

:.: ~ . 
~.' '; 

~. ,->',' ' 
,: > • \ ", 

.>'; '. 
" ':/' 	 .' .. 

. ~ . ~. :~''': 
'):'.:: .~, ',.'> ,:,:.', .,~ :",~.' ",,:;-, 

'. ~".' 
" ';. \ ," -' ,,'," " 

'. " ~':" J c· '. <'; t 

, ~~ . " 


: 
 . I .. ' 

, '/ ;. : . ­
, - """", 


~ ~. 
'. .. , :;", > ~ ''o' . """ 	 ,-l • " A .': 
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o Incom~ ~e1at9d Part B Pi9mi~~~ B~n~ficiaiie~' with~djti~ted 
'gross 1ncome'of$105, 000 or more for a s1nql~ pars'on or, ·',' " 
,130,000 for mciried, tcxpcyere filing .joint ret~rn8 ~,w~uld pay, \ ' 
a Part ,S pramiunr aqual to 7S percent of Part, B costs, ,', , ,', .:", 
effeCtiva 1/1/96 ;'. There "would be .a phas'ec-;1nOf t.he: income''''. '!.,'" ' 

.'.' related: p:t'emlum forei'nglee between $90,OOQ"antL$105iOO'C('a'iid,' ",' ~ 
., ,marriodta'xpayot's<filingjoint, roturna' bat\.-!aan: .$115, OOO,;.and, "".:" . 

. . .', . , • .1 
, 

~",

'. $130iooO.1t.on1y one . spouse was' .covered·bY, Medicare part' B~ . 
. ; (It .would' pe betweeni, $115 iOOO' and $i45~ 000 'if bot.h·. spou8.es· 
.. W9r9;COV8,r~d l?y Medic::are' Part B). . . . ~ ::' ". ,,' .... . . 

," .. 
, 1"

'0 .' Ino:eritives' for': Physlcia~'13 for Primary Care I ,:Croate incentlvea 
. for primary .care' by: (a) ~establ1!!1hinq II resource-based method 
to paY·;·for· the physician .overhead component., of ,the physician 
fee sCtledtile ;.: increasing primary care practice 'expense RVUe by. 

. . ". "10pe:tcent:~anddecreaslngRvOs' for all-non';'prlmarycare . . . 
·,'service~:a.is:.an offs13tl: ,(b) in(;;.re.asing the;~ork:.componeilt;:,of . 

RVUs'by'lO:percent and reducingre!ativQ .valuQs'for all non-' 
primary: ca.re services as an offset.'·, (.c) reduclli..9rates for , . 

, " 

offic::j!!" c:~neulta:tlorist() equaloff!ce visits'and ,USi~g6~virigs:; 
.tQ.~~c;:rea~s~f~es .:f,or all; :o_fficovi8itlili.(d)radu~i~9;.t~~: ~c:>rk'_. .' 

':.. ' ,.c.ompl,9~e.11,:;.oh!,I!I.ervi1C~~W~~h: .. "Qut.ller. 1nt;enks,~.~.y~;:·.v:a.lues a,nC1.;t., :":, .,/:> , . 
,',.' . 'app "y.,,;n9"i,t e: say n9sJ;o .ncrease,.the w.or component: of the: ";. ',' :"I, 

, . , ...' , . relat1Ye.valtiefor primary, care services;, 'and (en, incrQasi'~q . X;.···.·:: , .. 
:. ,i,:;, ;,;'.;..: . '.....~ the ;;borul·.('payment: ,for' primary care services in rural and:',urbari ..:' ,:,

:' ::/:',:' .::~~Y:··;' .;'..r ::'>::\.H~:a.f~'~:.: .~~~:i.~ss.ipria1,.:' S~6:L:~~ge;. ~#.ea:s·, .( HPSAs 1. .t~·,.~·2 0 ~ p.c:~.6\j~F;~'a.fi4:L··::'J"· . 
!, ,\,C; i..,f':::: .':',':: ::'~:';';{ellmlnat:lng' ·the·/lO ·percerl't;'bonus payment ·for;·n·on';:primary··,:a're':.'--<'·; '::.
i' ,': ':.: ".',;'- ~;" ," ',:':' < -"'1"'· .....· ','.'i· z' "ba' "HPSA . ':. ':', ~ ..:... ", " .. ..-', .. ". ,~'.:, :-',,·t, .\,".. ' ::'"" ;',:: ,,' ~ !-' ,,: 

~ '(-".'1 ;,' ',.•.. ,?, ser:y. CaS., ·n, ur n. e .~, ;e' ,.:,' .,,"" ',", •. ' ' ...': ' ."" . " ••• , . ",,:t ' .... , ,.". 

. :::'; )"i:':;, -):'~.~~:f:'F .::,:.',:~i~i:;·:f;~d,,~ ~;:,:,S, ~:,:;) .. :<'::;; ..:, ..,:.,;-", ~ ~;, t, '" .: ...... ", ;('):: .:.:, >':',~ ~ ~ :: :,:" ;', .':';j~" ":>", """ .:,'; . 


.' ~ ·".1"'.;:::::.-,·::; "0 >,'proniblt:lOn:' ot 'Balance' BHllnSp,.: Eft~C:~1ve '\1:ll'J96 'ii:no·.~e:I!C't~~.-. t.: 

, .~/':~~.:>' "".~ t.:,.,. ~ ":.; ~~_~:~,i~I;;9',~r;~:~,u}:.~,::.b,e;.'.;p.~~m+.,~~e:~:h i.n, .Medic~r~',::t~~ ~.:~;~.'Cp.~~l!1e~t,"~~W~:gnly:,:>.'··~, " 

.. :.: ',..,,~~;:;': ~~:".:. :':",,:: ,~o.- ,~aC!~~.<·~n·5Jln.~'.a881g~m~m;~rolatod·,l:~aslili )!"', . .: ", '/,'''.;::; ';"\:' :'<~' .. ;'.'. ," :';" ,","'<'i....~' i ~":·:;·it:.'~:l·f~H;~::~:if'·i~h~~;·~'~'\;f})~vr.J::91f~~!~'1~;J· ;;~r{~·;\:>~':,:~~:~:{~~ ~:;;t,~:~~~,:~·~, "i~.. '.:":~ ~~ ..:'i-<::.~;: ;::;.'\it'~ .:·r:' :~:¥~": ~,:1)/:~:'': .~·F< ',::,'~/;,,':-- ':,': 

I,:: ".~'~" ::"J,l;;' ,:;:.';";':';'[0, ,;.~ L'aboratory :'Coiil8u'rance',;.'~:::.Re-e8taplis.h.: 2,0,' p'erc'e~t .·CO~~5\ira~Ce ..."'.::' ; 
\:: ',;:\;',";'::",:'1,/:;' ",,~, :i' ':~;:' .. ,:.;, on":l'aboratory:·"·s''ervices ,:'fur·nlshed·.. ,in" phy'"'ieia'n' :·of·fi'c·'",,'n::"'a'n"d··::....I".~",' .•., ... ,' ••• ".;, ... ,.,", ." •• ' '" •._, _ •. ~\., "'.\ 

" . ·:.··L~":,{.Y;·:;.':..:::~:: :/.'~hdsPlt'aiipPris "(but."not;',1ridependen't .labs )t~erte'ctlve' '1i1/95';'" ' 
.<, 

" . 
";:;:>{~;;J1~>~:;~' k-} :. ::j~;\:;'~~~.: ~j;:t;;~,~,f:',':-..:~;{:/.·~, ;.; ~~·,t..l.,:;<: (;;,,::>~,,~,:(. ;:' , : .: .,; :: .~ '.' .I,: :'. <',i:', :',,; ,.:...:':, ':':;;', :' ;;;'. ',\ :':: ::>:~. '::r,' .' 
.' ·}~·:;\<:T~\.'-:»' ~;:::~'RQduCQ ','1995" PhY9ician',.Update::':: Redu~~. t,he ~e.f:iic.a,re·,.fe~ '.:':'~,"; -' :::" 

".• '!'~ii~~~tj!;l~;.f~f~~~~I~tt~~ll;l~~}U~~J~~i~!~~:;:::~~;;;:11~~f~:f:::Zjl~!', "..,.... ,..''-. 
" : •.:,\",:».:" . :.'·,·:.pre.m,i,um,-;at,.25:.peroent:·.'.ot:·,program costs··for '199,9 ,and-. ': . :'."" :., '. i 

:;-'::,f~~;j,;;':p-~~P~~1~!;r;jtft'\~t>:i;\;j~l: ,:,::.:'.'.•• <.': -..,,::::,.. • .•. ,,":: ~•.• ,\ "",~)~t;: >::. '. :;" 
, ",,,,, ..?t .."<.<:···o ,,", Establish,. a'·Jtome Health. Copayment: " Establ~~h, a copayment,..,!or>'.L''':' ''',., <'I .,,;.' .:,.;:", ; 

.,.:: .. :': f:·~:.~·II'~ <,,~ ", ,{;J-, home:\health:,vlslts. at' 10:: pe'rcent c)·f·: thQ~'8:v.araq·'a<c()$t 'p·'e·r·.h·:(' J," ....~,:; '~,;:,,:"'6,':':(f,;':'~:;~'~
" ".t~t': <", '(,'fl .. ,\~"".,.. ~,,>",. ~ ~_ , .. ',.~,..... /'0 J, ~ ,I, , _ .,,' It,," '; ~ '1\.;'1""'"'; '.'~ 

• ':;' I" "';1':",~ ~'vi81~i; e.ff~,qtive' 7/)/.95, tor all: .visits'.:. ",',' <:,' : ". ' ,,::~ ': . :'. '.;;: <" ,/;' :",:, :'; 

http:e.f:iic.a,re�,.fe
http:service~:a.is:.an
http:spou8.es


. .,," ~. ".: :.:. ,>:(~s~octat:~~ ...~~th· c~~.a::~ct< or ~~~~F~ur~a*t;~;!;;~.~~~~~:c,.~~~~~, .w,~~7~ .: ".' >'>"t,\, ,: 
. .'. " f • (be granted. author1'Cy., :t.o _des 1gna te., othertJ Ser;v.1ces,~,tnat: .. ·ieJld 'f" . -0, '.: ~ • ,- ',:" • 

.i'~';~~;themeGlv.osi~t;o :th.1S·':;Approach ~~";'; Benet£C:ia.riei~r;wou,fCi1\no~tb~{':~'~~ : \..:\.~.'~.y ',. < ,,'-'-;;:,.~,"; ~::-': 
'~~·:'.f·!~'"i·equlr9cf;:to';5rece{ve··';setvice&:~~8:t::tJ{e"se\,~ceht;Q:t.';~·i!:?ut~;t;r~t'i(f;':· H~~:.: :;':".k ,:,~,~#~, ":;!,' ....', :t 
< ,;.:" ••~,~ ,f r' '4,-~' ':""''1'i t 'I' ,'. " " ' ~'1''''~ ~i'<' ,~ ·r'.~.. ,ti}·, .' 'i.~~• • tI;' ~'\;_ 'l"4.-k' " fO\..' _?,.",,;;. ;.<'; ",,')' , ­ -,~ ' .. -'I

""."',":::-','''' ;..~.~~~~u~~ge~:c,:~t;;~;':d9}.BU.": b~(~·Me~.lgar.e.!: p;q,V:'ld~ng~-a~~I:~batct'i'! '. :h~,;-jf~~':~"1{~:~:l' f:;} ";~ ~;' 
f~~i.b~n~·f j;~.i~~y:;_a.qu:aIi '·:tO~i 10· p~r:ciQrlt::,'c;if::·t'he·~ govEirnme'Z{ti'.:s·,: .i·l·ngs;);: t::'i~ \;:{ ::'~l. ~:;r 

','/ 
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o 	 ' Extend 'OBRA93 MedIca.re . Secondary Payer:, Ext.end permanently ", . 
the provisions (which .OBRA-g3extended~hrough FY 19.9.8): '(0:) " .:' 

r9gardin<j 's dstamatch betwe"m HCFA, -IRS. arid,S$A .,to·· ideriti~y·. , 
,I' 'thepr.lmaryPllyors for Medicazje enrol~ees )11tt(h~alth·cove17aQ'e. .;I.:' inadcUti.on to Medioarel (b) _m~kin9 Meqicar~ :t,~e; s.~~Qndary"".' . 'r:.~ . .... , 

. ,-' '. .payor. for a.iaBbled emJ;)loyees with amp1oyer~bB~e.d :heslth:·. ..". 
.. ..; ... :··.. insurance';: ':and (c) requlr l.n.gnpn,,:,Medl care.,J,Ius·u·.t:ers~:. to:,~be .<the ~ .' :: .' 

,",' "'.:: '.' 	prim~iY ..payor .for ESJU) pati~nts for' 19 'months~ befor((· MQdl'care~: ' 
becomes ''Che,prlmary payor... .,.'~ . 

".} 

0:' HMO'·~~Yinont' ImPrO~ernQ~t~': " ~eg.i~n1n9 '11i i99S/ e8ta~l~Sh: 

.. : separate· national· maximum anC1 m1n1mum· s'Candards' for' the 'Par't A' 


. ; ,·.f:lnd PartS po~tiorll5 "~f:the' AAPCC ,l:f:ltOI5 " ·'Th~·~t'aridi:l.~ds:· ~ould 

.bepha8ed~in over five. yearlil' (e. q.;' ·20 ,percent, in~thefirst· 


year~40·percen~ 1n the secori~year I etc ..).:an~be: basedon'95 " 

.,' .percent of·~h.f.. USP9C, '" .,: . ~ ':.... : '. :: :.~; >:'.... ."j': .. ; 


, •• , ", • ... .' • "~~,:, "':'.: t .'.,~'. ',~ '\. , ,', • '. ,,' • ..:"',. , ,', 1 . ,I" '. '. .' , ",'., 
! :~'.,,')' Counties 'whose' Part A AAPCC'lB' above 170 p~rcen'C'ot 95" pei-cen'C: ,i' " .. 

.'\ ' of ,the p,art. A USPCC wquld ·be. limited .to' ·tha~ .amount~;uhless··tAe . 
. . .'. "Part:B p~rt1onof' their rat. was .bolow .:g.5..:percant, ·of.thQ;.Par~ :.t 

"',. ,.'" B'USPCC .':: The·st.a.ndard for the' 'Part: B<j;,'t>rtlon::·ot:the.·rat:.e.. :; ,,:>: 

.' '" ',' ·~.would·: be ,the:. same <except the·'·';Btariaard~.wou·ld>b~. :'se't \~af'~·..:150~· .,~ /~~' :'::" 


.. '.:' - :;:~. '<',P~~~fIl:t:(ot::'J'~'~l3e~7:ent ,~'~r :·~ne ..;par~•. ~.~.:;:~~:P~~~,./::·;':::~~;>r/~r,;:.1:~}\?<, ..~ ;:.•:': :.'.:. 

. : ':: , ,.' ; ~:::.'~~~,': ~l)nimt&m'" 8~ai1dit(:r'Jo19Ul<:tllO~ .b,f('pha,S~cf .iJ1.. :p6:jitit1~~J'Wh:08~' ':,: ':. . . .. 
,'. ' .. ,,<':,'. ·;~,:~,~.:/ji~};'p:~r~: A'"MP.CF·l.~ b.~1~~:':~9, p,!;c,en,t,o~~:'!~i~P,~;'C;:~!l;~;~~~1~~,~~k?.a~t:~-~-!g::··,r'''', ' 
: ',.,:~:~,:' ~'. '.. ;,'..l'~ ,",i"; USPCC;~.would,; be increased ,to", that· ·,f:\mountl;,'.unle8'8;.·t·he~liPar·t"<B'~·,.,' '. ".~ 'I, :,{,:~, . 
;. ~.,,'. ~-;:"'7:;'~'.: .!.:·r;;'?;:'(.-}:>'·~:f.:'p'·'o·"r·ti6'n· ¥6'f' 't''''h'''e'l'r';''r's''te'''''was'' ·ab·o'v:;;;'·'·9'''5"'tp''''~r·;.~ntj:'b·f1i;r.f~~';''P··a'''<r''·t·;i':'B····/··,~'l~:;:':,. '.'.' ::: ~,~:::~<;: ~):~\~:~~ ~'\~!~'+~ .... • l~.. r.,J.: . .?~' ~'.,",; 	 i . ! !'. ~ '!' ~:-;'~.l':':~ .; ./~ ..r-. ~~£ ~~~v,J:\~ ~t.>.~. \.~~~. ~~ 1\:', \!~ '. ..:. "1 .~~ " •.: • 
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preliminary Estimates of Reduction in Uninsute~ By Program Type, 
199~ (Millions of Persons) 

Prog·ram. 
Low.- Income Voucher 

Welfare to Work 
Pro"gram 

Pregnant Women and 
Kids.Under.240%· 
Transitionai. Job­
Loss Program 

Worker Incentive 
P.t.ograms ' 

Lower Estimate Higher Estimate 
10 	 .12 

1.5 

4 	 4.5 (6 using EBRI 
.estimates) 

1.5 	 ·2.5 

2.5 	 , 4.5 
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Model 1: An 80'''10 employer mandate on firms of all sizes. 

. Rrms pay Ihe lesser of Ihe full employer 
premium share or 5.50/. to 120/. of !hat worker's wages, whichever 
is less. Cap is determined by firm size and average wage in the firm. 
Rrms of all sizes are eligible for Ihese caps. 

Firms of 1000 workers or more pay a 10/. payroll assessment 

Rrms of 1000 workers or more aro outside ollhe community 
rating pool. . 

Premiums are equal to Ihe csa scoring of Ihe HSA. 

Notes on the estimates: • 
• ', Revenue estimates aro for those components !hat differ from Ihe HSA. 

Deficit effects aro rolative to Ihe current system. . 
Revenue estimates are proliminary; Ihey are not official estimates, 

•• Sorting of firms is assumed to be 250/. of HSA sorting. 
This is a preliminary estimate and may understate outsourcing effects, 

... Due to Ihe unofficial nature of these estimates, it is advisable to use a 
measure of conservatism in considering Ihese models. We suggest a 


. deficit reduction estimate Ihat is half of that coming out of the model 

as a reasonable adjustment 




Model 2 

Government SubsKlles: 
1 Yea! (1994) ($m) 

errPloyer 
household . 

Government Subsi:1ies: 
5 Years ($m) 

eflllloyer 
household 

Government Subsi:1ies: 

10 Years ($m) 
eflllloyer 
household . 

Select Revenue Estimates: • 
Corporate Assessment 
Other Revenue 
T olaf (5 Years) 

Seled Revenue Estimates: • 
Corporate Assessment 
Other Revenue 
Tolaf (10.YearS) 

Net Effed on Defcl • 

(5 Years) 

Net Effed on Delicit ~ 
(10 Years) 

75,507 
30,600 
44,767 

331,567 
129,668 
201,899 

885,119 
368,060 .. 
517,059 

41,000 
27,000 
68,000 . 

82,000 
54,000 

136,000 

(31,533) 

(153,081) 

Net Bled on Delicit 
adjusted by 50"10 (5 Years)"­

Net Effect· on Deficit - .' 

(15,767) 

. adjusted by 50"10 (10 Years)'" (76.541) 

Model 2: An80'% elflPl?yer mandale on lirms of a1t sizes. 

Finns pay \he lesser 01 the lull employer 

premium share or 5.5% to 12% 01 thai worker's wages, whichever 

is less. Cap is determined by fm size and average wage in the lirm. 

Finns 01 all sizes are eligible lor these caps. 


FmlS 01 1000 WQ/1o;ers or more pay a 1 % payroll assessment. 

Firms 011000 workers or more are outside 01 the communny 
rating pool. 

Premiums are 5% below the CBa scoring 01 the HSA. 

Notes on the estimates: 
Revenue est~es are lor those componenis thai diller lrom the HSA. 


Delidl effects are relative to the Ctlrrent system. 

Revenue estimates are preliminary; they are nol oIndai estimates. 


.. 	Sorling 01 linns is assumed to be 25% 01 HSA sorting. 
This is a preliminary estimate and may understate outsourting etfeds . 

... Due to the unotticlat nature of these estimates, it is advisable to use a 
measure 01 conservatism in considering these models: We suggest a 
deficit redudion estimate thai is half 01 that romirlg out of the model 

as a reasonable adjustment. 



Model 3 

Government Subsidies: 
1 Year (1994) ($m) 63,218 
, employer 25,130 

household 58,088 

Government Subsidies: 
5 Years ($In) 373,982 

employer 130,912 
household 243,069 

Government Subsidies: 
10 Years ($In) 1,009,331 

employer 419,118 
household 590,213 

Seled Revenue Estimates:.' 
Co!poraIe Assessment 45.200 
Other Revenue 36,080 
Total (5 Years) 81,280 

Select Revenue Estimates: ' 
CoIporale Assessment 86.200 
Other Revenue 64,080 
Total (10 Years) 150,280 

Net Effed on Deficit • 
(5 Years) (2,398) 

Net Effed on Deficit" 
(10 Years) (43,149) 

Net Effed on Deficit, 
.Adjusted by 5O"k (5 Years)­ (1,199) 

Net Effed on Deficit, 
Adjusted by 50% (10 Years)­ (21,574) 

Model 3 : An 8O"k efllJloyer mandale on firms 01 more than 20 worKers. 

" atler 3 years, 90"10 01 worKers In firms ot 20 or ~ do nol . 

receive ell"()loyment based coverage, a IuD ell"()loyer 

mandale is implemented. 


Rrms covering their worKers pay the lesser of the efllJloyer 
premium share or 2.8"k 10 12% oIlIlIit worKe(s wages, whichever 
is less. Cap is determined by lilm size and average wage Rl the firm. 

Rrms no! covering their worX.ers pay a payroll'assessmenl 01 1% 
Hfirm has 1-10 worKers and 2% H11-20 worX.ers. 

FIIlTIS 011000' WorKers or more are outside 01 the community 
ralRlg pool and pay a 1% payroll assessment. 

FarnUies not receiving coverage through their efllJloyer have 
their contributions capped aI4~% 0I1rcome; appropriale cap 
is detenilined by famity income. 

Premiums are 5% below the CBO scoring of the HSA. 

Notes on the estimates: 
, 	 Revenue estimates are tor those COfllJOnElnls that differ from the HSA. 


Defidt eflects are relaltve to the current system. 

Revenue estinales are preliminary; they are not offICial estimates. 


- Sorting 01 firms is assumed to be 25% 01 HSA soriing, 

This Is a preliminary estinale and may underslale outsourcing eflects, 


-. Due to the unofficial nalure of these estinales, tt Is advisable to use a 

, 	 measure 01 cooservalism in considering these models, We suggest a 

deficit redudion estimale that is hal 0I1hal coming out 0/ the model 
as a reasonable adjustment, 

-1 Year subsidy estimales assume a futty phased-in carve-out year. 
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The Medicare Choi&, ,iet of 19'94 (S. 1996) 'ntl,.,ly "'plac8I Slerion 1816 of lhe 
Social S,curlty Act. SfCtlon 1816 contains rhl statutory provisions thaI 
cur,.eiatly go",n M,d/can contracts wilh risk andcost.bas,d hfalth 
malnt,nQ"c'.;o,.,anl:ationl (HMOs) and comp,titive medical plans (CMPs). 
Tit, proposed btU Is tfit,ndld to eXpand till tyP'f of chatel' availabl, to 
M,dicaN b,nejfclari,.¥, "duel III, C061 ro be"t/lcta'ils and to Medica". and 

, ~vtl tM plllying ftlld bfrw"" 11UJIIQifd Care plllns and Melltcare fee-for-s,nice. 

I. Summary of the Major ProvisiuDs of S. 1996 

Compedt1ye B1ddilli. S. 1996 accomplishcs the above goals by estabJishinl u cuinpetitive 
biddinl process for Mcdicare. Medicare mal'ket areas arc determined. conlYling of 
geugraphlc areas in which Medicare-contracting health plaDs will compete among 
themselves iSnd will "compete'! against fec-for-scrvice Medicare. Health plan options 
avaiJabJe to beneficiaries will include employer-sponsored health plans, available only to 
employees and fonner employees1 that cho'ose to contract under the provisions of S. 
1996. ' 

Enrollment. There wiH be a coordinated open enrollment period during which Medicare 
beneficiaries will choose a Medicare.contracting plan or fee-far-service Medicare (with or 
without Medigap coverage··a choice that Is also to be made durina the coordinated open 
enrollmint period). Enrollment i5 for a period of one yeat. during which tim~ plan 
premiums and coveraie cannot be:: changed. Beneficiaries will make decisions based 011 

unbiased comparutive information prepared by the Secretary. The default enrollment is 
fee-far-service Medig,re. 

PaymcQts to Health Plans. Health plans are to submit "bids" or premium requirements 
to the Secretary in August of ea<:h year, beginning in 1995. By October 1 of each year, 
the Secretary will announce the "per capita rate," or government contribution towards 
premiums, for each market area. Tbe bill specifies tbe method of detennining the per 
capita,rate, or Government contribution. The contribution is based on the lowest health 
plan bid, 5ubject to certain adjustmeDlS based 01] other plan bids. and subject to certain 
maximum amounts. To the extent that the per capita rate i$ leiS than the health plan 
bid. the Medicare bencfieiary pays the differcm;e to his or her selected health plan in the 
form of a premium. If the government contribution exceeda the health plan bid, a 
bencfi\;iary choosiDlluch a health plan is entitled to a rebate from the hcalth plan, or 
the amount can be applied toWard the cost of supplemental benefits purchased from the 
health plaa. Health plana will also collect the Medicare Part B premium that would have 
otherwise been paid to the Government (for beneficiaries not in fee-t"or-s.erviee 
Medicare). (SubsequeDt written information from Seaa10r Durenberger', staff indicates 

1 
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that in determining the Government cODtribution, the average is to be used, and that the 
fee-for-service "premium" would be included in detennining that average,) 

Pl\yments to health plans are tJ be risk·adjusted. 

CQS~ to Beaeficiaric~ 9f Fe,,·[oc-Service Medicare. The: per capita rate, or Government 
contribution. fur au area, also determines how much beneficiaries choosing fee-for· 
service Medicare will have to pay in the way of a Part B premium. There is also a 
provision imposinl a penalty for cboosinl a Medigap supplement that causes Medicare 
fec-for-service expeDditures to rilie. (Subsequent written information from Senator 
Durenberser's staff indicates that there would be no change to the current rules in areas 
where fee-for-service was the only option.) 

Health Plan Standardj. The standards for health plans are liberalized w1th the purpose, 
according to Senator Durenberger's staff. of alloWing preferred provider or,anizatioDs 
and other types of managed care oraanizatioDS to enter into Mcalear.: contracb, 

The Secretary is authorjzed to enter into risk-sharinl arrangements in market areas. 

Rural Bonu5. for beneficiaries residing in "underserved rural areas" within a market 
area, there i,8 a 10% bonus on per capita payments to contr8(:ung health plans enrolling 

. 8uch beneficiaries. available through the year 2000, The bonus payment is to be used to 
improve 'access to care for such areas, and is not available to the beneticiary for a 
reduction in his or her premium. 

Benefit StandJrdizatioD. Benefit standardization amoDI health plans is achieved by 
requiring that plans offer either the Medicare benefit package with the Medicare fee~ror· 
service coinsurance and deductible *tructure, or the Medicare bcnefit package with 
actuarially equivalent cOit-sharing l'cquircmenu "consistent with common practices 
among health maintenance organizationa and otber managed care health pillns." 

Any additional be'nefits are available only as supplemental coverage under standardized 
plans authorized by the Secretary under Medigap statutory authority, and available e.itber 
through health plans or supplemental insurers. Supplemental coverage must be 
purohased from the health plan in which tbe individual is enrolled. except that individuals 
eplinS for fee-far-service may purcbase supplemental coverage from aDY sponsor of 
supplemental coverage. 

S. 1996 also requires that at least one of the $Laudardized supplemental plana consist of 
(I) drul ,overaie with (b) other coverage that "would resemble coverage typically offered 
by health maintenance orlaob;ations to employer groups, including an annual out-of­
pocket maximum beneficiary liability (covering coinsurance, copaymenu, and 
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deductible5)." (Sub6equent written infonnation from Senator Durenberger's staff states 
that therc are two required ataDdardized supplemental plans, one covering dn.gs aDd the 
other a catastrophic expenscs plan, as opposed to the language of S. 1996. which requires 
that there bc 2Ja plan ~ovcrinl dn.gs W catastrophic expenses.) 

Fee-fgr-Service Cost Containment. S. 1996 also contains fee-for-service cost containment 
provisions. Spending targeu are determined for fee-for-seMce by market area, with 
population-adjusted year-te-year growth limited. on a pbase-in basis. to tbe consumer 
price index plus 2.5%. Excess spending is "recouped" by Jowerina provider payments to 
recover 50% of the excess, and by increasing premium$ for bencfitiarici ChUUliDg fcc-for­
service to recover the remaining '0%. 

II. General Comments 

Polltlv8 Anesy of $. 1m. S. 1996 concains maD), provisions thal will improve the 
Medicare manaled care proaranl, some of which are abo found in the Health Security 
Act: 

• 	 Standardization of bCDefits, 

.. 	 Uniform open enrollment periods ineludins botb health plans and Medigap 
mlurers. a& well as employer plans, 

.. 	 Year-long lock.in, and 

... 	 Unbiased information diuemiDation IDd I.lubiasedenrollmcut procedures, 
with expanded information ou quality aDd COlt. 

These reforms caD addrclS many of the problems of the CUlTent managed care 
prOlram··iu particular. favorable selcctioD into HMOs and 'lazying lev.l& of 
knowledge amon, beneficiaries about managed car ... 

The proposed bill also expands choices for Medicare beneficiaries in terms of the 
types of health plans available, and the bill provides incentives for health plans to 
enroll Medicare beneficiaries in underseJ'Ved areas, and in lower·paymcill areas. 

The bill mcludes administrative .slmpltficatioD provisions that are beneficia] to the 
program. 

Ana. Dr CODcem. There are some provisioDI of the bill and features of the oompetitive 
bidding model that should be more closely examined. 

3 
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Competitive Siddini and Ri~k AUjustel'5. More specific comment5 are provided 
below regardina the details of cOlllpetitive bidding. As a general comment. 
competitive biddin, would .seem to work well only in areas where there are 
mUltiple health phlD:S, and competitj\'e biddint can only ~'ork well if there is a 
reliable risk adjuster for dctermining plan payments. 

The risk adjuster is especially important under the S. 1996 scenario that invoJves 
penalties for beneficiaries choosing a fee-for-service option. S. 1996 does Dot 
specifically mention a health status or other risk adjusters (.~uch as rj!OK adjusters 
for vulnerable populations), and the competitive biddins model proposed in S. 
1996 al currently ~tten could be implemented with esselltlally the current 
adjusted average per capita cost (AAPCC) metbodololY; 

It would be inappropriate to iD.titute any 5ystem in which individual Medicare 
beneficiaries suffer finaDcial penalties tbat might not exiat if there were more 
refined riBk adjusters. Therc is DO guarantee that tbe unbiased enrollment process 
and financial advantagea of choosing managed care (wbich currently exist in 
Florida and Los Angeles) envisioned in S. 1996 will change the current situation 
in which HMOs are enrolling a bealthier tban average population. 

(Subsequent written material from Senator Durenberger's staff indicates that their 
proposal is to "explicitly alloW the Secretary to adjust for heart disease. cancer or 
~voke" (the categories suggested by Mathematica Policy Researcb. Inc.).) 

Balis fot Detcrmininr Goyernment ContribU,tism. As the biJI is now written, 
beneficiary contribution levels lire baaed on the lowest bid in an area, with a 
modest add-on related to ~c Ivcrale bid (e;rpJained below). Subsequent written 
information from Senalor Durenberger's ataff indicates that the average is to be 
used. that the fee-for-&ervicc "premium" would be included in determinins that 
Iverage, aDd that there would be no chanse to the current rules in areas where 
fec-for-scm" was tho only optiOD. It would be preferable to use a weiibted 
average bid to determine eODtributioD levels-.although determining the weighted 
average is a problem because it is Dot known in advance how many beneficiaries 
will be enrolled in each plaD aDd in fee· for-service. 

Cash Rebates. The possibility of cash rebates to MedIcare beDeficiari.a i3 
troublesome. A cuh rebate is ltD iDduccment to choose a particular plaD and may 
interfere with the ability of a beneficiary to make an informed decision iD 
choosjn. a bealth p]aD bUried aD criteria that the beDcfieiary should be 
conSidering; price, quality, convenience, aDd wiJUngness to give up freedom of 
cboic;c of providers. 

4 
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On the question of price, rather than having a rebate. the same result of program 
savings and making lower-priced plans more attractive is achieved by the 
Government'!I paying low·bid health plans at the level of their bid and hiving the 
product offered at a zero premium. All zero-prCmiUD'1 pinus wouh.l be; cqulSl. if 
there were multiple zero-premium plaus iu au area, which in a sense results in 
beneficiaries having It grealer range of choices amana plans because the rebate: 
plan is no longer more atu"active than plans that bid at IS level that resulted in a 
zero prcmium. 

It is also mis]eadinJ to have casb rebates if a plan is also permitted to have 
deductibles and coinsurance at Medicare levels or at tbe same actuarialleve1 (as 
S, 1996 allows); the only Medicare beneficiaries who benefit from c.ash rebates in 
such a case are those who use no medica.l Se1"ll1Cei or are low utilizer! of se1"llices•• 
resulting in possible favorable selection. 

Benefjciaty PenaitJes. There are a variety of beneficiary penalties, or what can be 
viewed II penalties. that arc diffi\;ult to justify: 

II> 	 The Part B premium varies by ares, in relation to fee-for-service costs in a 
Jiven area; this is a major departure from the current practice of baving a 
uniform national premium. Failure to meet fee-for-service targets. whether 
there may be valid reasons or not, results in a surcbarge to the beneficiary 
for 50% of tbe eXClSi. Both of these provisions discriminate against 
Medicare beneficiaries residing in c.ertain arellS, and the penalty 
beneficiaries suffer results from something that is not, reaUstically speaking. 
within their control (area medicare expend1rure levels and the rate of 
growth in expenditures). We also do not bave sufficient knowlcdgc about 
the cause of reg10nal variation in health care co~ta to inlPOSC thi' sort of 
penalty OD beneficiarica. 

The surcharae 0Jl Medigap policies that cause increases in program 
expenditure. is difficult, if not impossible, to administer. How is it 
determined that a particular policy results in higher program COltS! Is this 
to be determined on a penon-specific balil? On a policy-by-policy basis? 
How do we control for health status'! If, for example, it is found that a 
poHey offering droll lead to bigber program costs, is it not Ukely tbat sucb 
a policy i, attractive to sicker individuals? Perhaps of greater concern is . 
that tbis pravi&ion penalizes Medicare beneficiaries for pun:hl:l.aiug 
inRurance. 

Health Plan Standardt. BecauR S. 1996 is intended to be part of a larger bill 
which establishe. bealth plan standards, it i3 unc:lear whether standards are 
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sufficient to CU$ure that Medicare beneficiaries nre guaranteed tbe bighest 
PQssjb]~ quality of care through stable, viable contracting organizations. (This is 
discusscdin more detail below.) 

We are also. concerned tbat the anti-discrimination provision of S. 1~96 is not as 
broad as it should be (as broad, for example, as the anti·discrimination provisions 
of the Health Security Act). 

I.Speciftc Provisions of S. 1996 and Comments 

S. 1996 contains the followinS sections, which become the new subsections of section 
1876 of the Social Security Act: 

New 	1816(a): MaCkel Areas. 
i 

Medicare market areat Are established that wiU include all Medicare beneficiaries. 
Metropolitan statistical areas cannot be subdtvtded In farmini such market area~. 
Designation of the market areas should be done in lil.lcb 11 way as to IImaximize" the 
number of beneficiaries who have Ilccess to a contractioJ health plan." 
I 
! 

Collimentl.:l'ioo-.......__- ....._________.....______- ___ 


i 	
The design,atton of Medicare markel are(1IS Is an Imponant is,ut. Und" the 

i 	 competitive bidding scenario of S. 199~ the mark't OTto. in which a Medicare 
benefiCiary resides will detBrm;n, the level 01 contribution I:?y the Federal Government 
tow,,,,/,s the individual's choice Of health plan (Dr the Pan B premium level lor fee­
/or-ssMce). The requl1emenl rhat metmpDlitan statiStical areas cannOI be subdivided. 
two problems arise: managed care plans will have co extend cheir provider netwurk-Y, or 
be willing to pay Inr .reMees on a lee-for·servlce basis in uutlylflg areas of cenain 
MSAs; and use 01 a wider area (the ,;uullty) 'han is currently used for Medicare HMO 
paymenl$ can lead 10 ~mtng of the paymtnt system as health pla11J ,mempt to 
.	encourage enrollment of individuals living within the relatively lower-cosl areas of 
larger melropoillan areQs. 

In terttu of nen-metropolitan "reas. if, for ez.ample, the Secretary were to deem that 
the QPproprlate market area IJ thl geographic unit comprised of all rural area.r of the 
State, then this imposes QMrdrhip on managtd care plana who must meet fhe 
requirement of being available throughout the Medicare marker area. 

(TIte Health Security Act addresses this Issue IJy allowing heul'h plans to cover Jess 
tM1f an al/ian.ce area, lhough the alliance couid require 'he coverage of certain 
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gtogriJphtc areas as a condtlton o[ alliunc:t pu.rtic:ipr.Hion The Hea/rh Seculiry Act 
recogntu..t lhal some plans··e.g.. stuff·mudd managed care plans·· callnOI cover alt 

entire large geographic area. The only similar provisiofl of S. 1996 is a provision lhal 
a plan muse cover the marlcet u.rea "unless Ihe Secretary determines it appropriate for 
such plan to large' uniqut community needs within the medicare market area. ") 

New 1876(b): Medjcare Healtb Plaol. (1) Contracu and (2) C~rtification 
Requirements. Any health plan wiihing to do business with the Federal Government 
may enter into a contract as long 8S 

i 
o 	 Medicare coveted services are provided when medicaJly necessary. for a uujform 

premium for one year; 

o 	 The plan does not dillCriminllte against beneficiaries based on beAlth status and , 
other factors reI.ted to bealth care utilizatioD; . 

I 
I 

o The plan demonstrates that it can provide services tbrougbout the market area, 
I uQlesl the plan is permitted to "target 'unique community needs!'; 

o 	 The plan demoDstratea financial solve~cy: 

o 	 There is an ongoing quality assurance system (same language as current 1876); 
, , 

o 	 There is compliance with Medicare advance directive requirements (same 
fanpale as curreD' 1876); 

o 	 There arc limitationJ 011 provider risk-,barinlorrugementa (same language as 
current 1876); 

o 	 The plan coUccts and provides to tbe Secretary standard informatio~ on 
i 	

performance and quabty of the plan, to. be disseminated as part of the 
comparative mark.tinl material; 

o 	 The pIg is able to provide non-Medicare-covered benefits: and 

The pJan offers standardized supplemental packages as required under S. 1996. 
I

New 1876(b): MedlAR Health Plan, (cont.) (3) Cost-ShaMI and (4) CAPacity Limits. 
Health plaDs mutt either ule tbe same c;oinsuranc:e and deduotible structure of fee-for­
~ervice Medicare, or provide flactuarialJy cqulvalentll benefits with ·'COit iharing 
requirements thaJ are actuarially equivalent to the cost.-sharinl requirements [of 
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Medicarej and consistent with commun practices aillolli [HMOs] and olher maUl:Igcd 
care plans:' 

A p'oint-of-seJVicc option for out-of-network 5crvices may be made available to Medicare: 
~nroUees (who will then be required to pay higher out-of-pocket expenses ror out-of­
network selviccs), if the plan hAS a network through which all covered services can be. 
bbtaincd without the higher coaHharing, and beneficiaries are infonned of such option. 
,
I .
Fapacity limits are determined by the Secretary tbroush regulations (as in current 1876). 

Comm.nt~'__________--__________________________________ 

1. HI4IlIt Plillt StallllDrdl 

As nOlea above. bec:uUo)f!: S. 1.996 is imended 10 be pan of Ii la~r bill which 
e~t"bliJhes health plan sta"dan:b, it is unclear whether standards are sufficient 
to enlfAfr thaI Medicare beneficiaries fAre guaranteed the highest possible 
quality of care through slfAblc, viable contracting 0'B"ni:atlon.r. S. 1996 
eliminales lite requirementlhat a contractor hi State-licensed and either a 
Federally-qualified HMO or an 'nttty thai meets the cu"ent 1876 definition of 
a compelilive m,dical plan (CMP). According to later tnformation provided 
by Senator Durtnberger's staff, It iJ tmended that S. 1996, a.f pan ()f (l larger 
health care rt.lorm bil~ have a clmi/icalion process for aliltaccoumable healch 
plaru," including Medicare plans. 

II Is tmpol'rllnt 10 nOle ,hut mun} of the CMf pruvisionl which duplicate 
f',derally·quuli/led HMO pruviJions (providing seT'Yices on a prepaid. cap/tated 
basl.f; protections against in.solvern;y; entering inro risk shfAring fA"ansemenlS 
with provlder'l) Qre Intended to demonstrate that al? organlz&Hton is able to 
enter into a r:Jl! contract for the enrollment 01 Medicare beneficiaries. Thilt is, 
the enrity must cLearly show its ability to bear risk. In fact section 1876(h) . 
authorizes Ihe SeCrelfAry to deny a request lor a risk contract from an otherwise 
qualifiBd orpnization (lndudlltS a Federally-qualified HMO) 1f "the Secretary 
Is Itot satisfi,d that an eligible organization haJ Ihe capaCity to bear the rtsk of 
pottltttal losses undt.r a risk-sharing contract" The CMP provt.sl.ons of seelton 
1876 seek to ensure that Medicare conrraCts are enrered intu unlywllh 
OrgaltiZtJlions able '0 bear ~k for a cqmprrhcmlw range of benefits. (Nolt 
rhat S. 1996 a{so does aWQ} wilh the cos, conlract option for HMOs, making 
rtsk rile only Medi"ure oplion.) 

Among 1M indicators of quality and stability, and beneficiary protections, chal 
S. 1996 does away with, from the current section 1876 languagi, art the 
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/olluwing (some of which may be included in a larger biLl's set of JlafUiu.rds for 
all heulth plans): 

o 	 ElimillIJlivn uf a clear ayatlability and accessibility requirement which, 
we assume, would be pUn of a larger bilr, set of standards for ail 
health plans. 

a 	 E.llmlnation 01 th, currrnt 1816 grl')!Gnce rmd gpPfa/ rtght! (althou8h 
Senator Durenberpr's staff "'iewed this as all oversight); . 

o 	 Elimin.ation of the requirement Ihal no more thatl half of un 
organtzalion'_~ membership be non-Medicare/Medicaid (the so-caltt:tl 
SOl50 requtremenr), as well as Ihe requirement that an organization 
h,Q';t " minImum number Of nnn·Medicare members before beginning 
operation under u Medtcare contract; 

o 	 Elimination of aterrull review ofquality by Medicare's peer review 
orgrmizatioMj and 

o 	 EUm/n.ation of the intermeditate sanctions and civil mune&ary penallies 
Of section 1876 for activities such aJ health screening or underservtct.. 
and. does not provide the Secr'tary with authority to t~rminate a 
comraCl for ponr performance. 

(StruJlor Durenberger·.~ _,taft noted that a termination would 
arise through decenlficatlon of a health plan. S. 1996 does 
contain provision". for rhe Secrelary to tmpDSe financial penalti,s 
for he,,/th pl4ns tluu nknuwjngly Violate the prohihltlon against 
discriminatIon against POtemlal enrollees based on their health 
status, claims experience, medic.d history, ur ocher faceors lhal 
an 8fnerally related with utilization of htQuh caf' scrvit"es.·' 
(Emphasis ddded.» 

From aaalltOMllnlormatton provided I:fy Senator Dunmbergur's staff, we 
know lhal the ineent Is to expand the types nf delivery nerworla t~t are eligtb~e 
for Medicare comracu··specifieally 10 make preferred provider organizations 
(PPOs) eligible for Medicare contru,cs. The currem slatus of PPOs in relation 
10 Medicare risk contractor appears to be undew co some Captrol Hill swlf 
Some PPOs are currently eligibk for contracts (and {I,leus' one PPO, the 
Hawaii M,dical Services Association competitive medicill p/Q.n., is II seerton 
1876 cost contractor and former risle COnlracl. The current J876 language 
.ftates that an eligible organization must provide the full range of services 
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''prifTUlrtly'' in-plan, HCFA ha.e defined "primarily" as being at leasl 50% of 
services; ,here/ore, 1'1'Os that have an at-risk capitaled enrollment receivill~ at 
least 50% u/ services currently meet the section 1876 definition of an eligible 
organizatiun. 

2. 	 d.mi·DiJcljmiflation 

S. 1996 has a non-discrimiMtion daus~ unly prohibIting discrimination 
nasainsl beneficiaries based 011 their health status, ,laims expertence, medical 
history, or other factors lhlll are generally related with uli/izatlan of health ca.re 
.ft1"llices, II withol.t adding discrimination on the basis of other f",;tcm. 

Other facrors should. be a.dded, as in Ihe Health Security Act, which states (at 
section 1402(c)): 

No heallh pian muy dtscrtmtnale. or engage (directly or throush 
contractual afflingemenU) in uny QCltvtry, Including the selection of a 
service "rea. IhIlt has the effec:t uf discrlmlnating against an individual 
on the basi.s 01 race. national origin, s'" language. socia-economic 
slatus, age, disability, health status, or anticiputed need for healthI . 

I servicts. 

J. 	 Standqrdizqtion Nor Extended [0 Copqyments end O"t-rzfPocket 
F,men.t&s' Preventiye Services Optiqnal 

S. 1996 ct)ntuw che falloWIng language: 

Each m~dtcare health plun mus, offer eicher". (i) medicare benefirs, 
including the cOJt-sharing req"iremencs otherwISe provided in this title; 
or (Ii) actuari4lly equiva.lent medicare benr:/its. as established by the 
Secretary in regulations, which an medicare b,,,ejiu, but with cose 
sharin8 rtquv6menu that are actuarially equivalent to the cost-sharing 
requiremlll.ts otherwisf provided in this ririe and consistent with 
common practices among [HMOsj and olher managed care plaILS. 

Senatur DurenbeTg!r's sla!! tn/amtt.d us that this was not necessarily intended 
to standardize bene/lls (for wmple. wizh all fee·/ar.selVice pians having Q 

Medlc"re·/ikt! cowur"nc:e and deductible structure, and all managed care 
plllns having an HMO·like ,)<lruc:cure with nomInal capaymenLf). Under 
cun-en/law, Medicare HMOs may lIary UJC any combination of copaymtmt.r, 
coinsurance and premiums to collect rellenue .from their members, as long as 
th' actuarial value of the amount collected does not ~ceed the uc:cuarlal value 
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of beneficiaries' oUl-ol-pocket expenses in fee~for·sefYice Medicare. However, 
such variabiliry does not permit comparability of pricing amc:mK plafLS. which Is 
an essential feature of a competitive bidding model 

Omtmlaw permits risk HMOs to add, as mandatory supplemental bem:fiIS. 
Items such as preventive serYices and unlimiled hospital stays lhat are typic",l 
nf HMOs and which they view as an integral, cost effective element of lhe;r 
benefil package. HCFA:~ direction in HMO. benefit standardization is to 
connnue w permtl HMOs to include such serY;ces. fOr which they are 
permitted to chafir! members a premium (as nnn·Medicare·covered services). 

New 1876(,): Employer-Sponsored Health Plalls. (1) Criteria for 
Certification, (2) Secoudaxy Payer Coverlie 
! 
The SecretarY is to deterDlille Ib:lndards for such bealth plans through regulations. At a 
r!nioimum, such health plaDs must provide at least the Medicare benefit package at a 
premium DO hiaher thAD the !'bate bencfi,iary premium," with the pllckaae made 
available to all current aDd former employees. ID additioDt such a health plan DlU:;t be 
wiUiDa to accept a capitation from Medicare for the actuarial value of the Mcdicare 
secondary package for the "working agedl 

! who ~hoose to obtain their Medicare 
secondary coverage through the plan, 

CQmmeDlS~ 

o The spuwe5 of employees and former employees appear to be ineligible 
for employer health plun cOYerage. 

o Employer heallh plans may choose to participate In M,dicare ChoiCe, 
but they are not obligated to do so (and thereby assume 'he rl.fk 
eiltail,d by accepting capitation paymenuj. Hence, to tl" e.r;tent chal 
they do not participate, any program savtnsr for Medicare resulting 
from non-participating employer health plans that are effective in 
ma1flJgi.ng care accnJ.e to the J~e·foNervice sector in a given markel 
area. (lr I.J assumed that employer plans would accept a capitalion alUi 
be at risk for Medicare servtces: however. because some seclions of S: 
1996 make " d~·tinc;rion berween "Medicare heallh plans" and 
"employer-sponsored he"ilh plum." it is nor clear lhal lhe laller must 
meet the requirement of the proposed 1876(b)(2) (A) rhallhe pian 
accept a capitaled payment for a year for the pro.,iJlon of "II c;Q.,ered 
sBrvices.) 
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o 	 It t..~ unclear whether HMOs that contract under 1876 as non-employ,,'­
spon.mred plans may aiso be employer-sponsored plans. That is, 
cttmmtly, many employers use HMOs as the vehicle for offering 
employe,-spon.ror,.d plan.s. Would that continue? Who would be al 

rtsk. lhe empt'}yer or lhe HMO? Could an HMO have a different bid 
lor Ihe same package··Medicare··lor lhR general public verSlLS employer 
*roup tm,()llet:~? 

a 	 If employer plans are non-panictpating plans, art: they subJecr to any 
standardization requirements? (It appears thai Ill!!.'! urt: nOI.) 

o 	 Ir is envisioned thar tM" would be " separate calcul4tton for lhe 
"working aged" capitation ,ate. Would this be a calculation for a 
marlcet area, or for each individual employ,,-sponsored plan, gi'r'cn the 
degree co which beneftu call. vary among plans? 

,, 
I' 	 . 

INew 1876(d): MilPtlalUa M,db:are Cho":a, (1) Medicare Health PlaIi 
j Premiums, (2) Annual Open Enrollment, (3) Information R'iardini 
',Medicare Options in a Market Area 

A coordinated annual open enrollment period is established. Medicare beneficiaries 
choose.e-ither a contracting plan, fee.for.seMce Medicare, or, if the beneficiary is 
eUgible. an employer-sponsored health plan. Any supplemeatal coverage must also be 
selected durinl the coordinated open enrollment period. Health plan cboices remain in 

I effect for the yeal. Beneficiaries will be liven comparative information on coverage, cost 
iaod quality of available health planll. Current sectioll 1876 language requiring the 
iSecretary pre-iNuane, review of a health plao's Dlackellng material is retained. 
IIndividual. with employer primary eoverage and Medicare secondary coverage tiro only 
1.Ugible for enrollment in an employer-sponsored plan. 
I 
;Mid-year enrollments are permitted for new eligibles ("individual first becomes entitled 
Ito benefits under Part A or enrolled ursder Part B on]y"), i.a the event of the tenninatioa 
;of R plan, ot for individuals moving to a new seosrapbic area. 
I 
I 

:Tbe default enrollment Is fee-fof-service, or. for continuina enrollment from one year to 
Itbc: next. the aime health plan as in the preccdin& year. 
i . 
P1an "bids" are submitted by Augun 1 of each year, beginning in 199'. for the followini 

,calcndar ycar. 
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i. Commeom: 
I 

II is not clearly staled that the enrol/mel'll process will be unbiased, eve" thuugh 
that is the intent, according to Senator Dluenberger's staff 

For compttitive bidding to succeid there must be multiple bidders, however, 

II 	 In some areas fee-for-service will be tht only option (and the 
competitive bidding pTovision.s Of thif hill that penalize beneficiaries 
c:hwsing fee-for-servtce will have an effect in those areas even thOllgh 
chere Is no other uptiun··allhough subsequtl'llly Durenberger's staff 
indicated that it is not li~ case); 

.. 	 Some areas may have only one bidder, and that bidder eeln eastly 
118"m8" the bidding process to receive payment at, in many 'Q,ses, 100% 
of the area fee-foraSlrvice cost, resulting in higher program payments 
than the cu"ent risk conlracti"8 progrQ,m Q,t 95%, and because health 
plan paymenu art insulated from any spending targ'lS, such a situation 
may cOIUtnue indeJinilely (the 100% L~suf. can also be a matter of . 
concern In areas where there are multiple bidder.t hecause the bidders 
can predlcl wilh rcl"'ively high accuracy the maximum payment level, 
and may "shadow price" in r"ution 10 chal maxtmum. wtth or Without 
collusion with other p{q.n.J in an Q,rr:a); 

• 	 Participation by employer-sponsored plans (or any platU) Is not 
mandatory. It is unclear whether there is a sufficient incentiw: for 
employ" plans to Flnicipats. . 

Th.e c~ent Medicare risk contracting program has been most 
successful in h.igh payment areas su.ck as Miami and Los Angeles. The 
proposed btll may make contracling in such area.f u.nattractive becaust 
of the utreme/y low ma:clmum payme711 amounts tn suck areas (low in 
reUuion to currenl f)Qymt"'~, und even low·-at I.Z··m relation to the 
Health Security Act pgymenc cr:i/iflgJ of 1.5 for Pun B und 1.7 for Pan 
A). 

(On the one-yeru lock-in is,sue, subsequent written tn/ormation provided by 
SS1latOT Durenberger's staff indicates that there will be an appeals process 
allowing ~n'ftcia,;,s to disenToll mid-year, and that beneficiaries may disenToll 
from a health plan if tktir primary care physician lealles the plan.) 
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I 

, 

iNew 1876(d) ManaiiniMedicare Choice (cont.), (4) Risk AdjustmeQ~ and 
1(5) Pijyriumts to Plaps 
i 
iCapttatlon payments to health plans an.d employer.sponsored plans are risk.adjusted 
iuslng the same factors as are currently In use (age, sex. disability, and Medicaid status), 
land other factOr'li deemed uppropriate by the Secretary. TIle Secretary may enter int.o 
!risk.sbaring arrangcDlcnta in a market area, "if lhe Secretary deems it to be appropriate," 
I 

;There ate penAltics for discrimination (as discussed above in the section OD hcalth 
plans). 
I 
I 
lWbile plans are paid a risk.adjusted rate, plans are also responsible for col1ec:tion of the 
lentire beneficiAry premium, consisting of the amount that in fee·for·selVice would be the 
;Part B premium plus any additional difference between the plan "bid" for the Medicare 
package and the Government contribution. Plans are required to provide l' rebate to 
,beneficiaries if the plan "bid" is below the Government contribution amount (in which 
case, the beneficiary al:KI hu au Part B premium obliiatioD). The rebate may be in the 
I 

form of a discount on supplemcntal covcragc clected by the beneficiary. 

I Comment.s____________________________________________~~ 
I 
I 
I 
I 
i See thl p"c,dtng 8'7I"al comme7lts 071 risk adjustment. Although subsequent
I written info""ation from SeMtor D14"IIM'8"'S staff proposes 10 have express
I authoTity for a heallh slalw ad/WIer suggested by Mathematica, it would ~ 

preferable to allow HCFA 's current tnlell.ftVt re.fetJrch t/forts in this area to 
conrtnue and 10 haYe Chal research be rhe basts of d.eveloping a risk adjuster•• 
which may In facl be 'he heal'h Slall" adjusler suggesled by MalhemaltCQ. 

II _ 

New 1876(e): Medi~are Per Capita Rijte (the Government contribution 
towards premiums)
I 

! COntl1butions Towards Health Plan PremJuml 

jrbe OuvernmcDt contribution, or Medicare per capita rate, for II market lorea is the 
lesser of 
I 
I 

I 
I 
I 

(a) a maximum per capita rate or . 
(b) the "benchmark" premIum for the area less the IIbase" beneficiary premium for 

I the area. 
! 

frhe figure is announced by October 1 of each year. 
I 
i 
i 
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I 

:The maximum per (aplta rate is 
! , 

THE (US) FEE FOR SERVICE PER CAPITA COST IN ALL MARKET AREAS 

TIMES 

A MARKET AREA ADJUSTMENT FACTOR 

MINUS 

THE BASE BENi:FIOARY PRBMIUM FOR THE MARKET AREA. 

Formula 1; Maxim,,", Per Captt" Rul, 

In the above formula, the (US) FFSPCC indudes only fee-for-scrvi(;e expenditures 
(cApitatioa paymeats to health plans anci employer-sponaoreci plans arc excluded), ilnd 
FFS COlts are determined using solely FFS e,,})enciitures (unlike the current US per 
capita cost that forms the basis of the county adjusted average per capita eOlt--the 
USPCC includes paymenu to Medicare HMO" which are removed at the county level in 
determinina the AAPCC). Although S. 1996 specifies tbat market area calculatioDs of 
loeal FFSPCC exclude expenditures for Medicare secondary iDdividuals, this is not 
specified for the determination of the US FFSPCC. In determining the locaJ fee-for­
&ervlce ptr capita COSts, the "Secretary shall make other adju5mtent8 as may be necessary 
to allow an accurate comparison of f'fSPCC for the medicare market area With 
~remiums charged by medicare health plaus iu su.ch arel." 
I 

The BASE BENEFlClA.R.Y P.R.EMItJM varica by arca, and is the Medicare Part D premiu1ll 
(as specified in current law for 1994 and 1995, and 25% of the actuarial rate for 
~en.ficjari.. aie 65 anel over thereafter), but the amount is adjusted by the raao of tbe 
area fe.-for-IlMe. per capita costs to national fee-for-service per capita costs. 
I 

S. 1996 also adds proVisions, under a new section 1893, discussed below, that imposes 
premium surcharges for exceeding spending limits in an Arell and for baving coverage 
~nder a supplemental pollcy that causes Medicare expenditures to incrc.ase: 

.! 
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: The M.U.KiT AREA ADJUSTMENT F.\CTOR of the above Formula 1 i~ the ratio of tbe local 
:to national fee-for-service costs, subject to the following minimum and maximum 
: amounts: 

. locallUS S .8, base Is .8 	 If the local to natioDal ratio is less than .8, .8 i5 the 
area adjustment. 

.IoC:ld/VS >.8 and < .95, If the local to nationaJ ratio is greater than .8 but lesa 
bale II ,81 + thaD .9". the area adjustment is ~ plus 10% of the 
.(.1 x (Oocal-.8)/.15» 	 ratio, in relatioD to .1'. of the Amount over .8. (For 

example, jf the iDitiallocal to national ratio is .9, the 
ratio becomes .8S plus 10% of .10/.1.5, which is 10% of 
.666, or .0666. The revised h.x::al to DatioDal ratio is 
.85 + .0666, or .9166. If the initial local to national 
ration is .949, the adjusted ratio is .85 plus 10% of 
.149/.15, or approllimately .1, resulting in an adjusted 
ratio of approximately .5»S.) 

I 

!I( 1CM:IlI/VS II iI: .95 and < If me local to national ratio is at least .95 but less 
jl.O!, base I. not aclJulted tban 1.0.5. mere is no adjustmeDt. 

'IF IKallUS Is III 1.05 and If the !QClll to national rado is between 1.05 and 1.2. 
:< 1.Z, bale I, 1.05 + the adjustment is LOS plus 10% of the ratio. in 
!(.1 x (iocal-l.0!)/.1!» relation to .15, of the amount over 1.05. (For
I 
I 	 example, if the initial ratio is 1.15, the adjustcd ratio is 
, 1.05 plus 10% of .10/.15, or .066. The ratio becoole:!l 

1.116 rather than LIS. 

It locaUUS z 1.2, baH I. 	 If the local to national ratio is 1.2 or sreater, the 
1.Z 	 adjuitment factor is 1.2. 

There is a budaet neutrality provjsion requiring that the adjustment factors be changed 
to ensure that total spending docs DOt exceed wbat spending would have been bad aU 
area. been paid ~t the (unadj",tcd) olarket luca fee·for-service per capjta costs. The 
Secretary is also Illthorized to develop an alterDati~e formula for determining 

The Secretary aad the Physician Payment Rc:view Commi»ion are lo report to Coogress 
every two years on the method of determining the maximum per capita rate. 

ne Secretary is also given authority to ule an alternative formula to determine the 
tnaximum per capita rate for a market area ullder the IIpatteru" 'pecified in S. 1996. 
: 
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I 
,The Mnchmark prernium is 

THE LOWEST HEALTH PLAN PREMIUM "BID" IN A MARKET AREA 

PLUS 

A FIXED PER.CENTAGE (20% AFTER 1998) OF THE DIFFERENCE ~l:::TWRFN 

THE LOWEST BID AND nfF AVERACE B[O 


Fonnula Z: The Benchmark Premium 

,The FIXED PERCENTAGE of the portion of the a\'erl1ge bid counted towards the 
!benchmark is 80% in 1996; 60% in 1997i 40% in 1998; ZO.,. thereafter. 

Commenlu'____________________________________~__________ 

Varying the fan B premium by mar~t area is nOl a feasible option. (See also 
the preceding general commems on penalties to beneficiaries.) 

As noted above, limiting the market area adiuftmtnt factor to a maximum of 
1.2 seems very low. If there are tv be upper and lower limits, more rhousht 
should be given 10 the factors thai contribule to regtoMI varlillton. input 
prices, (II least, should be recognized as contributing 10 regtonal variatiOn, such 
thaI, in many urban areaSI a 1.2 limit iJ unjU8tif/ably lvw. 

~ew 1876(t): Beneijciaty Premiums 
! 

COlt to Medlfare Benenclartes In Fee·tor·Servi~ 
i 
! 
Prior tu 1/1/99. tbe premium for beneficiaries cboolin8 (sic: in some areas, there is no 
choice, however) fee-for-service, is the BASI BENE.F1cr.uy PRRMltIM, as defined above 
(the Part B premium adjuated by.the local variation factor), plu. any surcharge arising 
from S. 1996's eost containment provision,. 

Beginning January 1, 1999, Medicare beneficiaries in fee-for-service will pay a Part B 
pr.~ium that varies by area, ,oosistin, of the differen,c between the fee-for-seJViee per 
capita COlts for the market area and tbe Medic;are per capita rale fur the area (the per 
eapitR rate beiDa the Government oontribution toward•• health plan a5 determined 

I . 
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PARTICULAR COMPLEXITIES ASSOCIATED WITH 
A ..TRlGGER WITHQUT UNIVERSAL COVERAGE'AT THE START 

. . . 	 . 

ISome proposals for triggered mandates require universal coverage from' 
, the st~rt (e.g. an employer requirement above a certain size, with an 'individual 
requi~ement below that size), with the, trigger applying only tQ whether 

. emplqyers below a certain size are required' to contribute.' . 

!uni~ersal coverage makes it easier toesiablish a competitive and fair 
insur~nce market, because' uncompensated care is eliminated and risk selection .. 
can be more easily controlled. . . 

I 
" A trigger without universal coverage from the start (i.e. with no individual 

mandate to begin with) makes implementation more complicated in a number of 
ways,1 including: 

AGE RATING. Until univetsal coverage is achieved, age • 
," adjustments to premiu'ms are necessary to preventyounger!healthier 
ind~viduals from dropping existing coverage. Age rating is unfair, 

, increases Subsidy costs, and is more complicated for employers and· 
families.. . 

. PRE-EXISTING CONDmON EXCLUSIONS.. Similarly, to 
guard against people delaying the purchase of insurance until they' 
need health services, pre-existing condition exclusions for the. ' 
previously 'uninsured are' necessary. '. .. i 

, . UNCOMPENSArED CARE ..Without universal coverage, • 
uncompensated care will continue to distort competition among 

, providers and health plans. Uncompensated are pools are needed to 
, spread the financial burden of serVing the remaining uninsured 
, fairly across all health care providers. Accurately measuring 

uncompensated care can be difficult, and uncompensated care pools 
require a new (and tempora~y) administrative structure. 

I.
I ~ MEASUREMENT. Evahiating whether coverage objecti~es have 
! been met (particularly if the objectives vary, by employer size) is· 
I difficult and costly without universal coverage because: there would I 

'I 
I 	 ,not likely be an enrollment system that includes information about' 

all families.. ' , . .:' 



ALTERNATIVE COMPROMISE PROPOSAL 
, 'I ' , It, , 

I ' 
;niS p~oposat builds on the MitChelllBrea1xlBoren-type model, with the following changes: 

I '. I ,"lIt allows for a'voluntary insurance imarket to achieve'universal coverage. ' 
I • ! . 
!Employers and families who choose to purchase coverage receive' subsidies to make 
lcoverage affordable (as in the MitchelllBreauxlBoren-type model). 
! '. I 
j j I , ~ 

, For the working population, covera~e object~ves' are established by size of employer, 
land are evaluated over a five year period. ,,--- ~ 
i " IZ I'-)"~...n- r--'- c,-~ 
j 
,- For firms with 100 or more employees: After three years, un ess % of the 

currently uninsured employ6es working for these firms are covered, a mandate 
goes into effect for these fitms. 

For firms with 25 to 99 erpployees: After four years, unless 80% of the 
currently uninsured employees working for these firms are covered, a mandate 
goes into effect for firms with 25 or more employees. . 

I 
1- For firms with fewer than125 employees: After five years, unless 75% of the 
I currently uninsured employees working for these firms are covered, a mandate 
I ' goes into effect for all firm~. ' . 
I ' "I. . 

IAfter five years, to ensure univers~l cOverage, any family not covered through their 
'Iemployer must purchase coverage. I , ' 

"; Insurance market reforms apply upbn enactment (e.g., guaranteed issu~ of coverage 
; and comrilUnity rating), but special provisions are made so long as the purchase of 
insurance is voluntary. 

Insurers are permitted to apply a waiting period for pre-existing conditions 
when previously uninsured people purchase coverage. 

, , 

Insurers are permitted to adjust community rates by age, but not by health 
status or other factors. 

i 
. I 

To enhance competition and ensure fair application of fall-back premium caps, 
uncompensated are pools' are formbd so that the financial burden of serving the 
Iremaining uninsured is spread fairlr across all health care providers. 

This approach achieves universal coverag~ while providing a similar amount of deficit 
, I 

reduction as the MitchelllBreauxlBoren-txpe model. However, without premium caps, the 
deficit lwould be substantially increased, ahd employers and families would pay much more. I' 'I 

I 

I 
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,population, Flo;ida, Pennsylvania, Iowa, Rhode Island and West 
Vir'ginia have 50% more elderly than, Alaska, Utah, Colorado and 
Georqia. 

I , 
13 ) Current levQls of insurance coverage. In Nevada., Oklahoma, 

iLouisiana, Texas and Florida, approximately one-quarter of the 
population under 65 is uninsured. In Hawaii, Connecticut and 
Minnesota, less than one-tenth 'is uninsured. 
cl~arly problems in different states will require different 
so+utions and timeframes. 

FOr example, what would work in rural areas would not work in 
urban areas" The means of achieving universal coverage and access are 
undoubtedly different'in Florida and Wyoming. Even within rural 
:areas, the health care concerns of those along the rural sections of 
t.he U. S', -Mexico border are vas-tly diffsrent from the needs of ranchers 
',in Montana. . 

Any successful plan must accommodate the broad diV'ersity in this 
nation., Yale professors Theodore Marmor and Jerry Mashaw stated in a 
July 7 Los Angeles rt'imes editorial, "Given the diversity of states, 
their v;aried experience with health care and intense local 
preferences, why enact a single orand of national health reform, 
'especially :if it' liS the po.orly considarad compromise that we seem to be 
headed :towa'rd? By moving compromise in the direction.' of preserving
goals rather than defining means, we can allow states the further 
thought and experimentation ~hat are needed for effective 
implem~ntation.1I 

, 
Why Federalism?! Centralized System Unlikely to. Work 

; 

i . p:tesently I there is insufficient field-based experience and 
I consensus to commit the nation to a single health care model. No 
. state, I not Hawaii nor California, has had an adequately extensi.ve or 

sustained experience with a managed care model. Thero is not an 
empirical base of evidence suggesting that such a model should be the 
oenterpiece of national health care reform. 

I 

Unfortunately, the federal government's failure to provide
waiver,s to Medicaid t Medicare and the Employee Retirement Income 
Securi'ty Act (ERISA) has limited states' creativity for many years.
In the mid-1980's, while I was governor, Florida was unsuccessful in 
its attempt to receive a waiver from the federal-government for a 
Medic~id buy-in program from the Reagan Administration. 

Florida Governor Lawton Chiles was in Washington, D.C., just a 
few w~eks aqo pushing again for a federal waiver that would provide 
1.1 million unlnsured Floridians with health insurance. He has been 
met with foot-dragging and ho-humming from the Health Care Financing 
Admin~stration. Why? 

A Ne,w Yor~ Times article dated June 12, 1994, may provide an 
eXl?laftat.ion, . j\ccordinq to the article, Health Care Financing
Administrator Bruce Vladeck warned in a June 1993 memorandum that "The 
,wai~e~ authority could become a way of relaxing statutory or 
regulatory provisions considered onerous. by the states ...... He added 
,that waivers "will be used to ~low qown nationwide reform." After six 
month!s effort, the waiver is S1;.ill not forthcoming. 
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PRELIMINARY DRAFT 
May 16, 1994 (l0:51am) 7\ 

I 

GENERAL DESCRIYI10N Benelit Package: 
· Two benefit packages, a basic package and a standard package, would be defined. 

The basic package would be [2O%J less than the standard package. 

· Over a 5-year period, if federal saving are achieved, the value of the basic packag~c::$z. 
would be phased-up to the value of the standard package. " 

~ Savings would be assessed annually before benefits are expanded. 

Finns with more than 20 employees: 
; Employers would be require"d to pay 80% of the average premium for the basic 

benefit package. 

· Employers payments would be capped at a specified percentage of each worker's 
wage. Smaller firms would receive more generous subsidies. 

" • All firms would be eligible for subsidies. 

Finns with 20 or rewer employees ("exempt employers"): 
• Exempt employers would not be required to provide coverage. 

• Exempt employers with fewer than 10 workers pay 1% of payroll. 

· Exempt employers with 11 to 20 workers pay 2% of payroll. 

: Employers .w~th 20 or fewer employees that choose t6 cover their workers pay 80% of 
the average ~emium for the basic package and are eligible for subsidies. 

• The exemption would be eliminated if 90% of currently uninsured workers are not 
insured by 1998 and 95% insured by 2000. 

, 
" , 



i 
GENERALDESC~ON 

(Contin,ned), 
Families: 
"Families working for nonexempt employers pay the difference between the 80% of the 

average premium for the basic package and the premium of the plan they choose. 

, Families working for exempt employers pay the entire premium. 

• Families choosing the standard package are responsible for the full difference between 
the two packages. 

· Low-income families are capped at a percentage of income for the family share for 
the basic package. 

• Families working for exempt employers are capped at percentage of income for the 
entire premium for the basic package. ' 

• Special subsidies for cost-sharing are provided for low-income families during the 
'phase-,in period. 

Cost Containment: 
• Rever~e trigger approach. ' 

, Subsidies: 
• Federal su bsidy costs are capped as in HSA 

Community Rating: 
, The threshold for Community rating is reduced 10 finns with 1000 or fewer employees. 

, Firms above the tbreshold would pay a payroll surcharge of 1%. 



DETAILED SPECIFICATIONS 

I 
• Structure 

I 
I , 
I 

,/ 
V 

· Each health plan" would offer two benefit packages, a basic package and a standard 
package. 

r' . ~"~'"'t 
. Employers would be required to.a percentage of the basic package. Empl()yers could 

pay more (toward the standard package or for supplemental benefits). 

• Families would be required to have at least the basic package. 

· All families, including families working for exempt employers, could choose either 
package. Families would pay the difference between the basic and standard package 
(without subsidies, although employers may contribute) . 

• Benefit package;' phase-in Two benefit packages, a standard package and a basic package. Basic package phases-up 
to standard package over five years .. 

Standard package: 
· HSA benefit package (with 5% reduction). 

• FFS and HMO packages as in HSA, with 5% reduction as in Energy and 
Com'merce Staff Draft. 

Basic package: . 
• [20%)1 lower value than standard package. 

• FFS package with higher (e.g., $1500 - $2000) hospital deducible and 
, bigher (e.g., 250/0) coinsurance; reduce value of other benefits through higher 
cost sharing or limits. Preserve preventive care (either with minor copayments 
or put in the wrap package for children). ' 
• HMO package would closely resemble FFS package, with copayments rather 
than coinsurance. 

• Federal deficit reduction targets would be incorporated into law. Annual reviews 
would be conducted to determine if targets met. Benefit expansion would occur only if 
deficit reduction target is met. 

• Deficit reduction target would be S50-1OO B over ten years. 

Issues: 
· With two different levels of benefits, adverse selection against the standard'Renefit 

package is a danger. Risk adjustment across the packages could increase the c;osl.of the 
basic package. 

}. 
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Three scenarios should be tested", wi th the value of the 
basic package 10%, 15% arid 20% less than the standard package. 



• Employer Payments with more than ~ employees: 

· Employers generally would be required to pay 80% of the average per worker 
premium for the basic benefit package. 

~ Employer payment for each worker would be capped at the lower of 80% of 
the average per worker premium or a specified percentage of the worker's 
wages (Scenario A schedule). 
• Large firms (over 1000 threshold) would be eligible for subsidies based on 
the average per worker premium for community- rated employers in the area. 

· Exempt employers would nOI be required 10 provide coverage. 
• Exempt employers wilh fewer than 10 workers pay 1% of payroll. 
• Exempt employers with 11 to 20 workers pay 2% of payroll. 

· Employers with.20 or fewer employees that choose 10 cover their workers are treated 
as above. 

· The exemption would be eliminated if specified percentages of the population are not 
covered by specified dates: 

.90% of the population lJl.ust be insured by 1998; 
• 95% of the population must be 'insured by 2000. 

Self-employed ~ 
; OPTION 1. Self-employed people with employees are treated as employees of 

themselves and are eligible for exemption. Self-employed people without employees pay 
as under the HSA . 

· OPTION 2. All self-employed people are eligible for exemption. 
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, 
• Employer Payments Per worker premiums: 
(Continu~d) 

The per worker premium calculation would be based on tbe employer contributions for I 

I tbe basic package; employer contributions above tbe amount required (including any 
payment toward tbe difference between tbe basic package and tbe standard package) . 

1 

would be considered to offset family payment responsibility. ,, 
I 
I Firms witb fewer tban 20 employee that cboose to provide coverage are counted in per 
j 

worker premium calculation . 

• Family Payments Families working for nonexen:pt firms (including exempt firms tbat choose !Q provide 
I coverage): 


.. Families pay 20% of tbe average premium for the basic package. 
! 
I 

• Low-income families are capped at a percentage of income for tbe family sbare for i 
tbe basic package. (Scenario A subsidies). 

I 
Families working for exempt employers: 

I 

· Families working for exempt employers pay the entire premium (a per worker 
employer share and a family share) for the basic package. 

I 

I • Families working for exempt employers are capped at a percentage of income for tbe , 
entire premium. 

j 
• The cap ranges from 4-6% (Kennedy schedule for exempt workers). 

Nonworking families: 
• Nonworkers pay toward tbe employer share as under Scenario A. 

I 


I
, 
Families choosing standard package: I 

I · Families choosing tbe standard package are responsible for the full difference between 
\be basic and standard packages. 

I 

· No subsidies apply to the difference. 

Special rules for dual earners: 
· Families with a worker in an exempt firm and a worker in a nonexempt firm are 

I treated as a family working for a nonexempt firm. 
! 

I 
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• Subsidies 
I 

-,

I 


Federal costs for subsidies are capped as under the HSA. 

Employers: 
· Employer payments for an einployee for the basic plan are capped at 2.8% to 12% of 

the employee's wages. (The Scenario A subsidy schedule applies.) 

· Caps apply to all employers. For experience rated employer, payments are subsidized 
only up to the level of required employer contributions for the basic plan in the 
appropriate community rating area. 

Families: 
• Family payments for the family share of the basic plan are capped at 3.9% of income. 

(The Scenario A subsidy schedule applies.) 

· Families working for exempt employers are capped at 4-6% <,If income for the entire 
premium obligation (Kennedy schedule for exempt workers). 

• Payments for nonworking families for the employer share are based on nonwage 
income and are capped as under the Scenario A approach. 
· Special subsidies for cost-sharing are provided for low-income families during the 

benefit phase-in period . 
• Low income families enroll in HMOs (if available). For those under 
poverty,lIle difference between the standard HMO cost-sharing and the basic 
HMO cost-sharing is fully subsidized. A portion of the difference would be 
subsidized (on a sliding scale basis for those between 100% and [150 - 200%) 
of poverty. 

Self-employed: 

• OPTION 1. Self-employed people without employees pay as under Scenario A (e.g., 
self-employed without employees capped at small employer schedule). 

• OPTION 2. All self-employed people are treated as exempt workers unless they 
employ more than 20 workers in their firm. 



j 
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• Comm~nity rating threshold Finns with 1000 or fewer employees are part of community rated pools. 
• Large firms cannot elect to be community rated. 

• Taft-Hartley trusts and rural electric and telephone cooperatives can elect to be 
experience rated. 

• State and local governments with more than 1000 employees can elect to be 
experience rated. 

· All experience rated employers (including state and local governments) pay a 1% of 
payroll surcharge. 

• Cost (ontainment 
/

• Constrain initial premiums (as under HSA) and growth rates for first three years: 
~ OPTION L HSA growth rates through 1998. 
~ OPTION 2. Managed care growth rates through 1998. ~~ \--vif' 

• Constraints are removed after 1998. If growth exceeds projected rates, constraints are 
applied in following year. 
[what are we recapturing? what is permitted rate of growth?] 


