
P002/002 .\ 08"'10-93 03:50PM TO 945677~9 
~'; . 

HO,41~ PEeS 

~. etngrrfl " tfJe .1IfUb. ,'Ittatef 
___.. _alllI 

.' liMa.,. 
~~,~'.~~J,.~
am ~ ::: KlcltMJ A. ~ . i; I Cbadie s.h4m I 

I ' 
! 

ZOd 



Press Conference s~atement 


by 

Rep. Jim Cooper !(D-TN) 


October 6, 1~93 


'I 
i

[ Before beginning I I would' like to thank the 
extraordinarily talented staff for their able assistance, 
particularly Anand Raman, Atul Gawande, Caroline 
Chambers, Dave Kendall, and,Colleen Kepner. None of us 
would be here without their remarikable.work. ] 

I 
I

My name is Jim Cooper. I am a.Democratic congressman f~om 
. • I .Tennessee. Today we formally ~ntroduce the Managed Competition Act 

of 1993. It is the only comprehensivk, bipartisan health reform 
plan in. the 103.rd Congress. I : 

Standing with me are some of the 4p original cosponsors of ;the 
bill, 27 Democrats and 19 Republic~ns. A companion bill ' is 
expected to be introduced in the Senate in the next few days under 
the sponsorship of Senators Breaux and Durenberger. ; 

All of us want health care reform ~o pass in this Congress ~nd 
to be signed into law by the Presiden~. We applaud President and 
Mrs. Clinton's leadership in this vitaf domestic policy issue. rWe 
particularly applaud the First Lady's courage, vision, and 
outreach. No 'one could. have worked harder, more compassionate~y, 
or more intelligently than she has to try to solve our health c~re 
problems. As the former Surgeon General, Dr. C. Everett Koop, has 
said, the Clintons have already shown more leadership in heallth 
care than all of their living predece~sors combined. .! 

. These are tough issues; that I s WhY! most Presidents avoid th~m. 
But we share the White House's view, I and the American peop1fa' s 
view, that much of our health care s~stem is broken and must: be 
fixed ••• now. I 

. . I 

When the President addressed the Joint Session of Congress two 
weeks ago, he said that there was roo~ for honest disagreemention 
the best way to reform~)Ur health care Isystem. While we support a 
great deal of what we know of the Administration's plan, we do have 
some serious concerns that must be addressed. . 

, \. 

Areas of Agreement 
! 

We agree with the Administration that all Americansshould1be 
able to get health insurance and keepjit no matter how sick they 
have been, where they' work, or if ther switch jobs. No American 

1 




will live in fear of a pre-existing condition or bad experiance
rating again. The price of coverage ,must also be affordable.; We 
should help all of the poor and near-poor buy coverage, and enable 
everyone to obtain it at the lowest Ipossible group,rates, a~ if 
they worked for a Fortune 500 compa~y. We also th1nk the s~lf­
employed !3hould be able to deduct ~lOO' of the cost of he~lth 
Coverage. . . >! 

We agree with the Administration that more Americans shoul:d be 
able to choose their favorite doctor, instead of having to put up
with their boss' choice. Nine mililion federal employees tiave 
expanded their choices and held down icosts for thirty years using 
an annual menu shopping system that even the Heritage Foundation 
says is one of the best government pr99rams in history. It's high 
time we shared that with all Americ~ns, simplifying the menu by 
adding a standard benefits package. I The price and quality of 
health care should be disclosed in advance so that all Americans 
can finally shop for health care thelway they shop for everything
else.. ' , i 

I '. . \ 

We agree with th~ Administration ~hat preventive care, primary 
care, rural and inner-city care must be emphasized. outcomes 
reporting, practice guidelines, ga~ekeepers and case mana~ers 
should be utilized to help us get mOFevalue for our health ~are 
dollars. Like the Administration, we want the people to choose 
their favorite delivery system for h~alth care, whether it is an 
HMO, PPO, IPA, POS, or regular fee-fbr-service medicine. Uniform 

. claims forms and electronic processing will help us cut througtt; the 
health, care red tape. Malpractice ref,orm is also necessary to llelp
reduce the cost of defensive medicin$. i> 

> • I. " I 

> We agree with the Administration that today's health care 
system has one of the worst incenti;ve structures possible. ItI 

makes more money off of us the sicker we are and the more tests 
that are run. The system should h~ve an incentive to keep us 
h~althy and to do the right number o~ tests. 

. I 
Hot Kanage4 competition 

! ! 

Despite all of this bipartisan I support for so ,much of'the 
President's plan, we still think it Ifalls short of real man~ged
competition. Likewise, the various Republican plans fall shprt. 
Why does this matter? Because we f~el that managed competi~ion

• ~! ' w111 work better back' home and may be the only way to break; the 
partisan gridlock in Washington.· I " : 

We think,that fledgling versions of managed competition: are 
already working in California, Minnesota, Florida, and washin~ton 
state. One hundred fifty American cities already have employer 
purchasing coalitions. The Federal EIUployee Health Benefits System
is a nationwide managed competition model. 

I 
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The Administration started with managed competition and went 
to the left. The Republicans took mariaged competition and went to 
the right. Our bill is squarely in th~ middle, and is the only:one 
with significant bipartisan support., It is the first nealth retorm 
approach since Harry Truman to get maj'or Democratic and RepubliJcan 
support. The New York Times, Fortune, and U.S. News & WOrld Report 
have already predicted that the final legislative compromise ~ill 
be very close to our bill. ' 

I 
, . 

, We have no pride of authorship. I Although several of lis Ihad 
introduced the first· managed competition bill in history, H.R. 
5936, in the last Congress, and alth6ugh both President Bush :and 
then-Governor Clinton endorsed managbd competition in the last 
election, we chose not to introduce lour bill in this Congress. 
others introduced their health reform' bills, but we did not. I We 
hoped that the AdminIstration would adopt enough of our ideas; so 
that we would not have to introduce. I ' ' : 

The father of managed competition~ the Jackson Hole Group, land 
the leading exponents of it, the Conservative Democratic Fqrum 
(Cor) and the Democratic Leadership Council (DLC), have !all 
concluded that the public should be iable to see a real managed 
competition bill so that they can decide which plan is the hest· 
medicine. This issue will be, and should be, decided around ithe 
kitchen tables· of America. I.,.: 

As my colleague Fred Grandy w:ill mention, we object I to 
employer mandates, global budgets, price controls, restrictive/ 

, regulatory purchasing cooperatives, exbessive state flexibility iand 
the continuation .of unlimited corporate tax deductibility :for 
health benefits. We want to hold down health care costs andl to 
expand access using market forces, not big government. I 

, ' We have grave concerns about a pian that allows any stat~ to 
I " Iadopt a single-payer he'alth system, but allows no state the chance 

to have real managed competition refo~. ' 
i 

i 

I 
QODtipy. the Dialogu.

I 
Our reluctant introduction of this bill is not an end to lour 

dialogue with the White,House and 6therson health reform. We 
fully realize our bill is not perfect~ and are anxious to impt:ove 
it. There are already parts of it tha;t I and others would lik~ to 
change. But it is a true bipartisan plan, and that is the best ,way 
to begin a debate on reshapingone-sevEmth of the u.s. economy. i We 
need the collective wisdom of both political parties to help! us 
find the right s,olutions. ' ,'I . ': 

Our purpose is entirely constructive. We emphasizewha~ we 
are for. We have a bill that people tan see and criticize bet-ore 
President Clinton'or senator Chafee h~ve even introduced thei:r.1s. 
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" . 

As the former Speaker of the House, ~am Rayburn, once said, '~Any 
mule, or elephant for that matter, can kick a barn down. It t~kes 
a carpenter to build one." I can guarantee you that everyone of 
our original cosponsors is in the carpentry business. 

#1# 
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ANALYSIS OF THE COVERAGE AND INSURANCE MARKET REFORM ASPECTSiOF 

HR 3222 (COOPER-GRANDY)


I . 

I 




HEALTH ALLIANCES AND INSURANCE REFORM 
I 

DESCRIPTION OF THE PLAN 

ESTABLISHMENT OF PURCHASING COOPE~TIVES FOR SMALL 
BUSINESSES AND INDIVIDUAL PURCHASERS. lIn general, states would 
be expected to establish HPPCs as non-profit organizations with 
elected boards. Each region would have only one HPPC. 

, I 
All employers with 100 or fewer employees ("small 

employers II) would be required to offer icoverage to employees 
through the HPPC (but would not be required to contribute towards 

, I

the coverage) to receive any tax deduction for payments made for 
health benefits. Former Medicaid recipients (because Medicaid ,is 
repealed), the unemployed, and the self-employed who choose to! 
purchase coverage would also be required to do so through the 
HPPC (in order to receive a tax deduction and subsidies). A 
state could raise the 100 employee threshold, but only to the 
point where no more than 50% of the employees in the state were 
required to participate in the HPPC. I 

! 
HPPCs contract with "accountable Iiealth plans" to offer a, 

choice of plans to HPPC participants (~ut there is no requirement 
that a choice of plans, in fact, be available). HPPCs collect' 

I ' premiums from employers and families and, in turn, pay health , 
plans. HPPCs may not set or enforce p+yment rates for provide~s 
or premium rates for health plans. No~ maya HPPC, in general, 
exclude a health plan certified by the!Health Care Standards 
Commission from participating in the H}')PC. HPPCs are required Ito 
use risk adjustment to compensate plans that have riskier than 
average populations. I

I 
' " 

i,
COVERAGE FOR EMPLOYEES OF LARGE EMPLOYERS. Employers with 

' 

more than 100 employees ("large employers") would be required to 
offer-coverage to employees through an.accountable health plan: 
(but not required to pay for it). Large employers would not have 
the Option of joining the HPPC, but th~y could join with other: 
large employers to form a separate purchasing group. To receive 
the tax deduction or subsidies, employees of large employers 

. I
would be required to obtain coverage through the AHP chosen by' 
their employer. i 

I 
Health plans would be permitted to charge experience-rated

I 
prem~Ums to large employers. Large employers would be permitted 
to operate self-insured plans, but no federal guaranty fund would 
be established. I 

CERTIFICATION OF AHPS. All health plans are certified by 
the Health Care Standards Commission (including self-insured 
plans operated by large employers). I 

A health plan would be required t9 guarantee access to I 
coverage for anyone participating in aiHPPC. For large employer

I 
I 

I 



Iplans, an AHP would be required to accept all eligible employees 
within the large employer group. I 

i 
: I 

Within a HPPC, health plans could:vary premiums by age (the. 
premium for an older individual could ~e up to twice the premium 
for a younger person) but not by healt~ status. For large I 
employer plans, AHPs could charge expe~ience-rated premiums for 
the employer group, but the premiums charged to families within 
the group could only vary by age and geographic area. 

I 
The bill limits preexisting condiiion exclusion periods 

applied by AHPs to no more than six mo~ths. The exclusion period 
must be reduced or waived for enrollees who are continuously 
insured. I 

For insured health plans (as distinct from self-insured 
plans offered by large employers), states would continue to 

, I }
regulate financial solvency. However, iin certifying insured : 
health plans, the Health Care Standards Commission is required to 
ensure that the state in which the heaith plan is operating has 
adequate solvency protections. For self-insured employer health 
plans, the Health Care Standards Commission may require that the 
plan post a bond (or other assurance) to protect enrollees from 
insolvency. I I 

I 
I 

Providers that participate in heaith plan networks cannot, 
balance-bill patients. However, for providers outside of 
networks -- in a PPO, paint of servicejPlan, or fee for service 
plan -- there are no limits on.balancebilling.

I 

POLICY ISSUES 

LIMITS ON INSURANCE REFORMS. Instirance reforms are limited 
to employees of small businesses, the ~elf-employed, and the } 
unemployed. If an employer has 101 employees and one of them 
gets sick, there is no limit on how much an insurance company can 
raise the company's premium. I 

I 

CHOICE OF HEALTH PLANS FOR FAMILIES. Alliances and 
purchasing cooperatives permit familie~, rather than employers~ 
to choose their health plan. Under the HR 3222 no one working 
for an employer with more than 100 employees is guaranteed

Ichoice. An employer could offer only an HMO to its employees, 
with no opportunity to see a doctor outside of the HMO. , 

I 
Less choice also means less continuity of coverage. Under 

HR 3222 changing jobs would likely mean having to change healt~ 
I I

plans (and possibly doctors) as well. I This is particularly true 
since HR 3222 provides no guarantee th~t a fee-for-service plan 
is available to people working for small or large employers. . 

I 
I 

BALANCE BILLING. Without protections from balance-billing 
in non-network health plans, 

I
competitive pressures

I 
on AHPs 

.
and: 

I 
I 
I 
! 



providers may result in a shifting of costs to enrollees. 
Balance billing also distorts competitipn since consumers will 
not know the true out-of-pocket costs associated with each heal~h 
plan. . I 

SPREADING THE COST OF SERVING MEDI~ID RECIPIENTS AND THE 
UNEMPLOYED. Restricting enrollment through purchasing 
cooperatives to small employers with 10'0 or fewer employees 
purchasers means that the cost of servi'ng Medicaid recipients and 
the unemployed is loaded exclusively on small businesses and i 
their workers. And since Medicaid recipients are included in the 
community rate within a HPPCs, premiums: for small businesses 
providing coverage will rise significa~tly. In a voluntary 
market, this means that some small empl'oyers will drop coverage,_ 

I 
I 

Roughly 200 million people would obtain coverage through 
regional alliances under the HSA, while about half that many

I

would be eligible to receive coverage ~hrough HPPCs under the HR 
3222. Under the HSA, about one-third of the partiCipants in 
regional alliances would be under 200% jof poverty, while about 
half of the eligible people in HPPCs would be under 200% of 
poverty under HR 3222. II 

THRESHOLD FOR SELF-FUNDING. Perm~tting employers with as 
few as 101 employees to self-insure thx:!eatens the health security

Iof their employees (since these firms are not large enough to 
adequately assume risk). Without a federal guaranty fund for i 
self-insured plans, providers serving self-funded plans could a;t 
substantial risk. i 

RESOURCES TO MONITOR LARGER FIRMS.~ Monitoring large 
employer plans under HR 3222 will be dffficult and require 
substantial resources. The ability of Ithe federal government ~o 
monitor firms outside of alliances/HPPCs deteriorates 
significantly as the number of such firms grows. Under the HSA, 
no more than a couple of thousand of firms would be eligible to 
form corporate alliances. Under the H~ 

I 

3222, 50,000 to 100,000 
• 

firms would operate outside of HPPCs. 

POTENTIAL FOR ADVERSE SELECTION. !Since small employers a~d 
individuals are not technically required to purchase coverage 
through the HPPC and insurance reform rules do not apply outside 
of the HPPC, the HPPC pool could suffe~ adverse selection. Sm~ll 
employers, the self-employed, and individuals unaffiliated with 
an employer only receive the benefits qf tax deductibility of ! 
health coverage if they purchase through the HPPC. In addition, 
families with income below' 200% of poverty only receive subsidies 

I 

if they purchase coverage through the ~PPC. 

I
Whether these financial incentive~ would be sufficient toj 

make insurance obtained through the HPPC more attractive than ~ 
coverage outside the HPPC depends on ainumber of factors: 

i 

• For young, healthy individuais it may be possible to 



obtain less expensive coverage outside of the HPPC. 
This is because rating based jon health status is not 
permitted in the HPPC, and variations in premiums for 
age are limited to a ratio of two to one. 

I 

(Unlimited age rating would ~ikely result in a ratio of 
four 	or five to one from the ipremium for oldest 
individual to the youngest individual. Constraining I 

this 	ratio at two to one means that premiums for 
younger individuals will rise and premiums for older 
individuals will fall.) I . 

I 
• If cost shifting inside the HPPC is severe (as a res~lt 

of folding Medicaid recipients into the community ra~es 
and shifting the cost of low/income subsides to small 
employers and non-Iow-incomelfamilies), premiums 
outside the HPPC could be substantially lower. 

I 
I 

• 	 Tax deductibility may not create much of a financial 
incentive for some moderate income families with 
relatively low tax rates. ! 

I 
I 

I 



TAX CAP 

I 
DESCRIPTION OF THE PLAN I 

I 
I 

Under HR 3222, an employer would be subject to a 34 percent 
excise tax on any "excess health plan expenses" paid or incurred 
by the employer. Health plan expenses are considered "excess" ~f 
they exceed the lowest-cost accountable! plan in the individual's 
health plan purchasing cooperative (HPP~). In addition, health 
insurance must be attributable to coverage under an accountable: 
plan. The excise tax would also apply ~o employer contribution~ 
for cafeteria plans. The excise tax isl non-deductible. : . 
Employees would continue to exclude all: employer-provided health 
insurance benefits from taxable income.: 

I 
I 

The net effect of the HR 3222 tax pap is to subject a , 
portion of employees' compensation -- tjhe employer contribution:s 
for health insurance -- to a 34 percent, excise tax. (The tax is 
collected from their employers.) i 

I , 
I

Taxpayers would be able to deduct premiums for coverage 
under an accountable health plan "above, the line" -- without 
regard to the 7.5 percent-of-AGI floor ~n medical expense 
deductions. Deductible expenses could 'not exceed the cost of the 
lowest-price accountable plan in the HPPC. Moreover, the amount 
of the allowable deduction would be reduced by payments, if any;, , 
made by employers or a government entity for coverage of the 
individual under any health plan. ! 

I 
iThe deduction for health insuranc~ expenditures by self-

employed persons would be increased from 25 percent to 100 
percent. However, qualifying expendittires would be limited to 
amounts paid for the lowest-cost accountable plan in the 
individual's region. I

I 

I 
These proviSions are generally ef~ective for expenses 

incurred after December 31, 1994. A transition rule is provided 
for collectively bargained plans. 

I 

POLICY ISSUES 

ALTERS CURRENT EMPLOYER-BASED SYSTEM. HR 3222 is based on 
the premise that the employers' role in providing health care for 
their employees should be reduced. If Ithey offer anything better 
than the cheapest plan around, they have to pay a 34 percent tax 
to the Federal government. I 

Ultimately, the HR 3222 cap, comb~ned with the proposed 
above-the-line deduction, can weaken the foundations of the 
current employer-based system for provfding health insurance 
benefits. Under the current system, mbst employers pay for a 
significant portion of workers' health insurance benefits. In; 



i 	 I
large part, the extensive employer-based health insurance system 
in the current system reflects the fac~ that workers can only 
obtain preferential tax treatment for health insurance 
expenditures through their employer. T.he approach in HR 3222 
penalizes workers whose employers provide health insurance 

I

benefits in excess of the standard benefit plan. Moreover, it 
provides employers with a rationale to :opt out of providing 
health insurance benefits for their woikers, by allowing 
individuals to deduct such costs from their own taxable income.i

I 	 . 
I 

EXCISE TAX WILL AFFECT ALL EMPLOYERS EQUALLY. HR 3222's tax 
cap proposal is often described as a denial of the employer's , 
deduction for the excess benefits. However, the excise tax inHR 
3222 is generally more severe than a lqss of deduction -- the ~4 
percent tax would apply regardless of whether the employer had ' 
any taxable income for the year and wo~ld also apply to non­
profit organizations. ! 

EFFECTS OF BASING TAX CAP BASED ON THE LOWEST COST PLAN I~ A 
HPPC. HR 3222 bases the tax cap on thEf lowest cost plan "whicli 
enrolls at least such proportion of eligible individuals in the 
HPPC area as the [Health Care Standards] Commission shall ' 
specify." There are several implicatiqns of this policy for the 
stability of the system: : 

I 
I 
I 	 I

• 	 Which health plan is designated as the lowest cost plan
I

could change from year to year, leading to instabili~y 
and confusion for employers ~nd employees. 

I 

• 	 Without any limits on premi~ 
I 

increases, the premium 
charged by the lowest cost plan could change I 

. 	 I 

dramatically from year to ye~r. 

• 	 If the Health Care StandardsiCommission specifies' a iow 
proportion of enrollment that

I 

a health plan must have 
to be designated as the lowest cost plan, that plan I 
could be a small plan without the capacity to enroll ' 
all those employers and fami~ies who want to stay 
within the tax cap. : 

IIf the Health Care Standards ICommission specified a 
large proportion of enrollment that a health plan mu~t 
have to be designated as the!lowest cost plan, it is 
possible that in some areas there will be no cost pl~n, 
and presumably therefore no ~ax cap. 

I 
• 	 A health plan designated as the lowest cost plan might 

not serve the entire HPPC. therefore, a family living 
in a part of the HPPC that the plan does not serve will 
not be able to avoid a paying a tax penalty for 

I
' 

enrolling in a health plan. 

. 	 I 
INCIDENCE OF COST OF EXCISE TAX. :Employers will, pass on the 

costs of the excise. tax to their employees. Many employers will 



I 
be forced to scale back health insurance benefits for their 
workers. To the extent that employers substitute cash wages for 
health insurance benefits, workers will I pay income and employment 
taxes on the additional wages. Other w6rkers may be able to 
retain their current health insurance b~nefits, but their wages: 
or other benefits will be reduced. to payI for the 34 percent ' 

employer tax. i 
I 

KEY QUESTIONS ON DETAILS. HR 3222!is short on details. HR 
I

3222 has not identified which benefits must be offered by 
accountable health plans. Under HR 3222, the Health Care 
Standards Commission selects the standard benefit package after 
the enactment of the bill. This is a critical omission. Because 
the effects of a tax cap depend on the ~cope of benefits includ~d 
in the standard package, Congress is being asked to OK a tax 
increase without knowing its effects on: taxpayers. 

BURDEN ON EMPLOYERS AND IRS. HR 3222 may look less 
bureaucratic because the Health Care Standards Commission is not 
required to determine and enforce premiOm caps for each Health : 
Alliance. But HR 3222 relies on a compiicated tax cap in order 
to contain costs. Under the HR 3222 the tax cap applicable to 
each worker's health insurance costs would vary depending on the 
worker's residence, age, and family status. If each state had 
only two health alliances and the cost of the standard benefit 
plan was allowed to vary for five distinct age groups, the IRS I 

would be required to enforce as many asi 1,000 distinct tax caps. 
Businesses would find it difficult to comply with such a 
confusing array of tax caps. With exis~ing resources, the IRS I 

wpuld find it difficult to monitor comptiance. 

COST CONTAINMENT. Applying the tax cap to the lowest-cost! 
I

plan in a region will penalize many consumers. Consumers will 
suffer if the lowest-cost plan is inexpensive simply because it 
skimps on some service many consumers value (such as short waits 
in the reception area or doctors who sp~nd a little extra time . 
with their patients). i 

, 
I 

TAX TREATMENT FOR THE SELF-EMPLOYED. Under the HR 3222,
I 

se~f-employed workers will only be able: to deduct expenditures 
toward the lowest-cost plan, rather than the full costs of the 
standard benefits package in any health: plan. 

I 
POTENTIAL FOR UNIVERSAL COVERAGE. ! HR 3222 provides a tax 

deduction as a way of encouraging uninsured persons to purchase~ 
health insurance. But even with the tak deduction -- and 

tsubsidies for low income families -- many will remain without 
coverage. If the uninsured do not resppnd to this incentive, 
those of us with insurance will continue to pay higher premium? 
to cover the costs of caring for the uninsured. 

I 



I 
I 

I 
I 
I 

COST CONTAINM~ 
i 
I 
I 

DESCRIPTION OF THE PLAN i 
I 

HR 3222 relies on insurance reforml of the small group and 
individual market and on a tax cap to r~duce health care costs.; 

! 
HPPCs would offer a choice of AMPs! to families employedbyj a 

small business or purchasing coverage d:irectly. The AMPs would' 
offer a standard benefit package (although the contents are noti 
specified), and HPPCs are required to mbnitor disenrollment and 
provide information to consumers on heallth outcomes and quali tyi. 
A risk adjustment system is required to' protect AMPs that enroll 
a higher than average risk group of enrollees. 

. I 

The bill uses the tax code and sub,sidies to encourage 
individual purchasers (e.g., the unemplpyed, self-employed 
people) and families working for small 'employers to purchase : 

I I 
coverage through HPPCs. Small employer,s would receive a busine.ss 
deduction for a health plan payment only. for contributions made', 
to AMPs through HPPCs. Individual purchasers would be eligible 
for tax deductions or subsidies for hea;lth plan payments only i:f 
they purchase coverage from an AMP thro1ugh a HPPC. ' 

. ,
! : 

Large employers would be required ito offer coverage through 
AMPs certified by the Health Care Stand'ards Commission to recei,ve

I ' a business deduction for health plan payments. Families working 

!~~s~~~~: :i~or~r~h:~u~~r~~a:!i~;~!et~~r~:xs~~~~~!~O~; ~~~ir 
employer. I 

i 
I

The tax deduction available to all' employers for providing, 
health benefits to their employees wou.I!d be limited to the cost 
of the tt lowest-cost" plan in each HPPC 'area. Contributions in ' 
excess' of the lowest-cost plans, however, would not be consider'ed 
as income to the employee. ' I 

POLICY ISSUES 

ENCOURAGING, COMPETITION. The market structure created by HR 
3222 does not necessarily reward effici:ency and service. Large 
employers can limit the number and type of plans offered to their 

Iemployees. Reduced family choice will attenuate the rewards to 
health plans that offer a quality prod~ct at a good price. 

! 
INTEGRATION OF MEDICAID RECIPIENTS INTO HPPCS. The 

relatively small HPPCs (only individuai purchasers and families, 
working for small employers) will resul:t in higher premiums 
inside the HPPCs. Because the community pool is relatively sma,ll 
(only employers with 100 or fewer employees) and includes 
Medicaid recipients and the unemployed,! AMPs contracting with 
HPPCs may be required to charge much higher community rates than 

I, 
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health plans .not contracting with HPPCs AHPs that can avoid 
contracting with HPPCs may be able to prosper even if they are , 
not efficient. I 

BALANCE BILLING. The proposal does
I 

not prohibit balance- ~ 
billing by non-network plans, which wil~ result in cost-shifting 
to enrollees and will distort competitipn across health plans. I 

Without protections from balance-billing in non-network health ' 
plans, competitive pressures on AHPs and providers may result in 
cost-shifting to enrollees. Balance billing also distorts I 

, 
competition since consumers will not know the true out-of-pocket 
costs associated with each health plan.i , 

I 

STABILITY OF MARKET UNDER REFORM. 'The insurance market 
structure proposed by the 'Copper bill is

I 
likely to be unstable.; 

HR 3222 requires health plans to absorb I part of the premium cost 
for low income people choosing AHPs above the lowest-cost plan. ' 
This will increase the premiums charged! to small employers and: 
families for those plans. Higher premiUms may cause some small 
employers and individuals to stop purchasing coverage, making the 
pool of insured even smaller. 

, I
It may be possible for some families and employers to find' 

coverage outside of the AHP system thatiis less expensive than 
that offered by AHPs (even with the tax~benefits and subsidies 
restricted to AHPs). If AHP premiums in HPPCs are high (i.e., 
due to adverse selection, inclusion of Medicaid recipients at 
community rates and, potentially, inadequate subsidies), some o~ 
many may find it advantageous to forgo tax benefits and subsidies 
and purchase outside of the HPPCs. This would eliminate the ' 
positive effects of choice of health plan and focus competition: 
back toward risk selection. i 

I 
I 

In addition, tying the tax cap to the lowest-cost plan may' 
cause instability in some local markets~ If the lowest-cost,plan 
changes from year to year, employers will be uncertain as to 
which plans they can contract with (or the level of contributions 
they can make) without incurring a large tax penalty. Employers 
may need to amend their contribution levels (or switch plans) I 

! ,
from year to year as the lowest-cost plan changes. This could be 
a particular burden for employers operating in more than one HPPC 
area. 

I 

CONTINUATION OF UNCOMPENSATED CARE+ 
I 

The lack of universal 
coverage means that the problems that result from uncompensated 
care will continue. Without universal 90verage, uncompensated ' 
care will continue to be a problem for ~ealth care providers, who 
will shift the costs of treating the un~nsured to other payers. : 
This cost-shifting will distort competition because provider 
prices will be a function of both theirrrelative efficiency and' 
their share of the uncompensated care b~rden. This will penalize 
providers who treat disproportionate n~ers of uninsured people. 

RISK OF COST INCREASES. Without a;cap on private sector 
I 



premiums, employers, families and taxpayers bear the risks of 
cost increases. HR 3222 has no backup to competition that 
assures that the growth of health care costs will be abated. 



COVERAGE 


DESCRIPTION OF THE PLAN 

I 

HR 3222 reforms the small group arid individual insurance ! 

market to assure that individuals and families will be accepted 
by AHPs offering coverage in their area. The bill also provides 
subsidies for lower income families. I I 

I 

Unlike other proposals, the bill has no requirements for ! 

employers to offer or pay for coverage!or for families to 
purchase coverage. . 

i 

The exact benefits covered and cost-sharing requirements are 
not specified in the bill. The Health!Care Standards Commissiqn, 
an executive branch agency, would recommend a uniform set of 
benefits and cost-sharing to Congress ••I This benefit package I 

would be required of all ARPs (both inside and outside the HPPq). 
The recommendations of the Commission ~re adopted unless Congr~ss 
disapproves them. . I 

POLICY ISSUES 

POTENTIAL TO ACHIEVE UNIVERSAL. COVERAGE. The absence of any 
mandate means that universal coverage ~s much less likely to be

I 

attained. The most definitive studies:of health insurance 
purchasing behavior would suggest thatjaverage premium reductiQns 
on the order of 30% would be necessary ,to create universal . 
coverage voluntarily. This seems highly unlikely under any 
. I 

scenario. I 

i 
IPOTENTIAL FOR ADVERSE SELECTION. ,Without universal 
I 

coverage, the problem of adverse selection will continue and 
could be exacerbated by community rating. Adverse selection is 
the greater tendency of less healthy ot higher risk people to ' 
seek insurance for their health care needs. When adverse 
selection occurs, the pool of insured people over time becomes 
disproportionately higher risk and higfier cost, which increases 
the price of insurance beyond the average price of covering ali 
of the people in the community. Highe~ 

I 

premiums may result in. 
some people dropping coverage, especially those that are healthy 
and have less demand for insurance. : 

I 

The bill tries to mitigate one seiection problem by 
permitting premiums to be adjusted for!age. On average, older 
people use more health care services t~an younger people, and : 
therefore are more expensive to insurei The bill, however, 
limits age adjustments to 100%, whereas the current marketplac~ 
uses age adjustments in excess of 300%1 to 400%. In a voluntary 
insurance market, an age adjustment of'100% may not be sufficient 
to protect against increased premiums caused by a I 

disproportionate tendency of older people to seek insurance. 



i 

The potential that some families abd employers may find less 
i

expensive coverage outside of the AHP system (even with the taxi 
benefits and subsidies restricted to AH~s) could lead to 
significant selection against the AHPs offering through the 
HPPCs. I 

I 
,I 

UNCOMPENSATED CARE. Without universal coverage, 
uncompensated care will continue to be a 

I 

problem. Under the 
proposal, large numbers of people may rf1.main uninsured. This I 

will preserve the cost-shift to privateipayers that exists today. 
Coupled with the end of Medicaid disproportionate share payments 
(under the abolished acute care Medicaid program), this could i 
also create difficulties for some local!hospitals treating larg¢ 
numbers of the poor. 



LOW-INCOME SUBSIDIES 


DESCRIPTION OF THE PLAN 


HR 3222 provides subsidies on behaif low-income individuals 
and families, but no subsidies for businesses contributing 
towards health coverage. 

There are two components of premium assistance on behalf of 
the low income families: 

• 	 Establishment of a maximum premium that health plans 
can charge with respect to a ~ow income family. 

I
• 	 A subsidy payment by the federal government to the plan 

enrolling the low income fami+y. 
I 

i 

The total amount received by a heaith plan for a low income 
family under HR 3222 -- both subsidies ~nd premiums paid by the, 
family -- will not add up to the premi~ a health plan normally: 
charges to someone who is not subsidized. The difference is left 
as a responsibility to the plan. This amount would presumably be 
recouped through cost shifting to small:employers and families in 
the HPPC. I I 

i, 
Separate premium adjustments are made for those under 100% ! 

of poverty and for those between 100% arid 200% of poverty. ThoEle 
over 200% of poverty are responsible for the full premium., 

! 
For families with income below 100% of poverty: 

i 
• 	 The family can enroll in the lowest cost plan in the 

HPPC with no required premium!payment. 

• 	 If federal subsidies are fully funded -- based on caps 
set out in the bill -- the health plan gets paid by tqe 
federal governm~nt its full premium. 

• 	 If the family chooses to enroll, in a health plan more' 
expensive than the lowest cost plan, the family is only 
responsible for 10% of the difference between the cost 
of the lowest cost plan and the cost of the chosen 
plan. 

I 

I 

If federal subsidies are fullY, funded, the higher cost 
plan gets paid the premium fot the lowest cost plan arid 
must absorb (or shift) 90% of :the amount of its premium 
that is above the lowest cost :plan.,, 

• 	 If there is a deficit in the federal funding for , 
subsidies, then the federal government pays plans only 
a percentage of the premium for the lowest cost plan 
and the health plans have to ~bsorb (or shift) the 



difference. 

Subsidies are calculated in a simi;lar manner for families ; 
with income between 100% and 200% of pdverty on a sliding scale, 
basis. i 

In addition, a fixed 
dollars will be provided. 
plans on an average basis 

amount 
These 

(i.e., 

1 
of fed'eral out-of-pocket subsidy 
dollaris will be paid out to 
on behalf of each low income 

family, a plan will receive a fixed amount of federal out-of­
pocket dollars, adjusted for the family, type).

I 

Federal assistance is also provide~ for low-income Medicar~ 
beneficiaries: Those below 120% of pov~rty receive full I 

subsidization for Part A and Part B premiums and those under 100% 
of poverty are not required to pay thefr co-insurance and 
deductibles. 

The total dollar amount available :for federal subsidies is, 
equal to federal Medicaid dollars that would have been payable to 

, I 

states for the year, plus the net change in revenues resulting 
from provisions in the bill, particular:ly the tax cap provisions. 
This total applies to the financing of lall of the following 
provisions in the bill: phased-out long-term care assistance to , ' states; Medicare low-income assistance;, cost-sharing assistance; 
low-income premium subsidies; and grant:s and other expenditures:. 
Estimation errors on the total federal dollars available are . 
corrected in full in the next year. 

POLICY ISSUES 

COST-SHIFT TO INDIVIDUAL AND SMALL: BUSINESS PURCHASERS. HR 
3222 explicitly forces a cost-shift of potentially substantial ! 

proportions from the low income enrollees in the HPPCs to the npn 
low income individuals and their small ¢mployers who purchase ' 
insurance through the HPPCs. The great~r the enrollment of the~ 
low income population, the greater the purden upon the non low ' 
income populations/small employers enrolled in the HPPCs.

I . 

Even if the federal subsidies are fully funded, cost 
shifting to small employers is likely because some low-income 
families will choose to enroll in plansj other than lowest cost 
plan (especially since they only have to pay 10% of the 

Idifference in cost between the lowest cost plan and a higher cost 
plan). If federal subsidies are not fUtly funded, then the cost 
shifting is exacerbated. I 

I 
1 

Due to this cost-shifting inherentl in the funding of low 
income subsidies, small employers who c~rrently provide coverag~ 
for their workers might find it preferable to drop coverage. 
Small employers might drop coverage entirely, or forego the tax' 
preference that comes with purchasing through a HPPC. If this ' 
happens to a large extent, individual p~rchasers could be priced 



I 
i 
I 

i
out of the insurance market completely. i 

The smaller the HPPCs become as a result of the incentives; 
for purchasers to opt out of them, the greater the cost shifting 
burden becomes for those who remain. Depending upon the severi:ty 
of the migration of private payers out pf the HPPCs, it may 
become difficult to convince insurers to provide coverage through 
the HPPCs at all. I 

BIDDING BY HEALTH PLANS. The fund,ing of low-income 
subsidies complicates bidding by health! plans. The actual 
premium dollars received by a health pl~n will depend on a 
variety of factors: I 

I 

• 	 How many low income families are in the HPPC, and whiph 
health plans they choose. 

• 	 The premium for the lowest co~t plan (which determines 
the base amount in subsidies paid by the federal I 

government). 	 i 

• 	 Whether or not subsidies are fully funded, and 
I 

therefore what percentage of the lowest cost premium 
the federal government will p~y. 

A health plan has no way of knowing this when it is 
submitting a premium bid, and thereforel is at substantial risk I 

,for collecting insufficient premiums to; cover costs. Health 
plans may very well react by setting premiums high in order to I 

compensate for this risk (which would, in turn, exacerbate any I 

under-funding of subsidies). 



MEDICAID 


DESCRIPTION OF THE PLAN 

I 

HR 3222 eliminates the Medicaid p~ogram, effective January, 
1, 1995. 

The people formerly served by Medi:caid (AFDC recipients, the 
disabled, pregnant women, low-income children, and the medicall¥­
needy) would be included in the communi:ty rated HPPC pool. They 
would be provided subsidies for premiums and cost sharing through 
the low income subsidy program. . 

Disproportionate share (DSH) payments to hospitals I 

(currently over $15 billion) would be replaced by a $50 million 
per year transition fund for It safety ne:t" hospitals. 

A new federally funded program for wrap-around services fo~ 
all families below 100% of poverty (inc'luding Medicare eligible' 
people) would be established. The Healith Care Standards 
Commission would establish the exact scppe of services. 

I 

A new federally funded program fori Medicare benefiCiaries 
below 120% of poverty for payment of pa~t B premiums would be 
established. In addition, a new federa:lly funded entitlement 
program for Medicare beneficiaries belo~ 100% of poverty would 
cover Medicare deductibles and coinsurance., 

I 

States would be financially responsible for providing all I 
I

long term care services (both institutional and home and 
co~unity based). Federal matching pa~ents for long term care, 
would be phased out over five years. . 

POLICY ISSUES i 
I 

I 
INCLUSION OF MEDICAID RECIPIENTS AT COMMUNITY RATE. 

Including the Medicaid population in HPPCs at a community rate 
could increase premiums for small employers and their employees: 
substantially (a rough estimate is as m4ch as 45%). If the 
federal funds available for subsidies db not meet the total need 
for subsidies, then a further increase in the community rate will 
result. : 

The finanCing mechanism in HR 3222: relies on transferring 
the currently "experience rated" paymen~s for the SSI and 
medically needy disabled populations in~o a "community rated" 
payment in HPPCs. This transfer, however, shifts the higher 
costs for the disabled from Medicaid to! HPPC participants. 

i 

EFFECTS OF ELIMINATING DSH. Eliminating DSH without 
achieving universal coverage will creat~ hardships for both 
providers and patients. This is especially true if increased 



competitive pressure decreases the abiiity of providers to cost 
shift to the insured. ! 
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,Why the Cooper plan won't wash. 
,I, 

.·COOPERPOOPER 
By Harris Wofford 

A
frer a season ofnew health care: proposals, polit­

ical posturing and broad-brush propaganda by 

private interest groups, Congress is about to gel 

down to work on crafting a comprehensive 

health care plan, The final result should b~ a private- ' 
,sector system that has lower inflation than our present 
one. has less bureaucracy and offers grf'.ater individual l. 

'choice among doctors and hf'.alth plans.' 
,That happy prediction is based on ~omething like 

, Winston Churchill's wartime faith in the' American peo­

ple. In 1941. when Britain'S survival hung by a thin 

transatlantic lifeline, Churchill said he W'c1S confident 

that the Americans "in the end will do 111<: light thing. .. , 

afterlhey have aicd every other ailemative:" , 


Doing tll<: light ilii!lg ill health care means achieving 

two basic goals: guaranteeing covercl.gc: for every Amer­

ican and checking the escalation ofcosts~ The c haUenge 

is for members of Congress to reach across ideological 

lines and work with the president to overcome {he resis­ I: ' 


tance to rdorm that thwarted Harr,' Truman and 

Richard Nixon alike. Political fanras)'h~o. Pennsylva­

nia's 1991 special election showed that heah,h care is 


, too important to igrHm~. It's a problem nOl Ol1,ly of the 
poOT and uninsured, but of the middl~ class, which is 

.; '. -1 
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co!,!-cerned about the cosland security ofits coverage. 
So now [here are plenty of"reform" plans on the table, 

most importantly [he pr~ident's Health Security Act, of 
which I am a co-sponsor. THE NEW RErUBL.IC, ·in a recent 
editorial ("For dle Cooper Plan," Dect.mI:ier G, 1993) is' 
right that no rpcasure will pass without the;: support of 
proponents of Represent:3tive Jim' Cooper) plan (and 
backers of SenawrJohn Chafee's Republican proposal 
and Represent.:1.tive Jim McDermou's '''single-payer'' 
plan). And it's right to discard proposals lil.te Senator 
Phil Gramm's as "hardJy worlh takingseriou.'ily~ beGlUSe 
ehey do so litt1e to achieve universal cow~rage or limit ris­
ing costs, But to :ask ('.onb'Tes.o; r.o accept only the half.. 
seeps proposed byJim Cooper is to risk losingabislork 
opportunity. 

A
s thoughtful as he is, Cooper's bill does not do 
wh,at ne:e:n", to be done. He pr()mi$e~'!\ -universal 
access," but that's not. :<laying much. A'i my c:ol­
league Tom Daschle pUls it, we all have "univer­

sal access R 

to Rolls Royce dealerships. That doesn't put 
us behind the wheel. In fact. according to the Congress­
ional Budget Office, Cooper's plan would leave 22 mil­
lion peopJe without coverage. Yet a recent NBCI Wall Street 
juumalpoll show:; r.11at 78 percellLofAmCrlCUlS sec: gu.ar­
anceed coverage as the sine qua nOll ofheallh reform. 

Changing c~rraJn insurance: industry pra.ctices will 
improve the availability of coverage: portability of cov­
erage from job to job, :a prohibitionagai,\,,!st denying 
coverage on {he basis of pre-cxisting conditions. These 
are part of the Cooper plan-and the president's-but 
they don't guarantee universal coverage. Health plans 
must also be required to "community·rate." That Lo;, they 
must charge all enrollees in a certain area the same. 

. amount. Withoue this seep, they will still discriminate 
against people: not byexcIuding them but by.charging 
them exorbimnt premiums. . 

. While Cooper's plan rdkct:sa healthy skepticism 
::tbol1tgo....ernment's ability to solve every problem, it 
shows how a lirrl~ reform can, he: a dange.rous thing. He 
calls his plan "Clinton-Jite.· It has the distinction ofbdng 

side. As ~ result he:alth care pro\':iders .will shift costs, as 
they. do:. today, by charging their· privately insured 

. patients :more. Unlike the Health Security J}ct, l1a.: , 

. Cooper bill includes no protection for early retirees, 
who areitlCreasi;lgly seeing their coverage cu~ off by 

.. fanner employers. It doesn't hcgin to face tl~e: chal· 
Jenge of,long-rerm care. And it docsn't cover p;rescrip­
tion drugs for dle elderly. . . 

Craftir;tg health care reform isn't a multipl<.;-choicc 
queseion'with one right answer:; it's an eS5a)' in which 
many prima;:'y sources conlribute to [he final r,roduct. 
Cooper himself lisIS fifteen similalitiesbetween 'his pro­
posal and the president's, as well as eight key differ­
ences. He calls the plans "first cousins" and suggests a 
"fumHy reunion" in any final legislation . 

. The most fundamental agreement is {hal competi. 
tion should be promoted by regional pur~t1asjng 
groups thmugh whk.h individuals and busincs:<;C':;" '\"QuJd 
buy coverage. Cooper calls them "Health Plan Purcha,,­
ing Cooperatives~; the president calls them "Health 
Alliances. But this rose by eitller name is tile ag<;:ncy forR 

the ~managed competition· Cooper has championed. 
Cooper should declare victory (and CongresSiShould 
adopt many of his provisions to assure mat the groups 
arc consumer-fun cooperatives, nOl llew govc:putu:lll 
agencies). The common ground also includes. a stan­
dard claims form. dectrOnic billing and consume:r 
"Report Cards" on the competing plans. And there is 
agreement that Medicaid should be replaced: so the 
poor can,have the same choices as everyone els~. 

o what: is holding us back? Rhetoric asiCie, ehe: sfight is over this: Should employers continue to . 
. . . pay health care premiums and should rpe pre- . 

sent employer-employee contribution system be 
. extended LO all employers and their workcrJi ~ho are' 
uninsure~? Or should. the only "mandate" be ,pUt on 
individu~ls and iamilies, with the help of some n:ew gov­
ernment subsidies? ' 

Supporrer.;; of rhe Cooper and Chafee plans aren't 

willing to insist [hat all cmploy<:r.\ c:ontrihute. Thar may 


both less filling and more expensive, For the Cooper' , appear li~e political practicalit),- Bul it TUns into a harsh . 
plan is "l1tc- onrcaching comprehensive coverage, but reality: any plan that does not provide for a :shared . 
it's heavy on family pocketbooks-as well as the national employer-.employee responsibility would PUl great 

. budgt:i. JJnJike the president's plan, the Cooper bill ' financial pressure on companies {O dump coverag~' and 
would im:l'casc: the ddidt by J;U!IlC $70 billiun ovcr fivc shift billious ill cost onto w(.>rking families. The fact is 
years, acconlingw clio/Joiut Tax COlIUuitlct: csurilatcs. In<)Sr. ins'trcci Amt::ric.ans now receive coverage tlu'ough 
.1l1(lt doesn't sotltld very ,"New Democrat" to Illc;Nor emplo~'eI's. The Cooper pIau could meaIl lhal ;i family 
docs the plan's reliance on [he llt'i: it w.,nld crear.1": a new, e(lll1ing s;10,OOO per year would have to iipend ""lal The. 
layer of government papenvorkfor e\'ery employer by NeTlJ Yo!'/; Time; labeled a ··ll1.erc.ikss~ s5:000 per Ye.al· for . 

basi<:: co\·crage. 'ha\'ing the agency enforce the cap on taX deductibility. 
The Coopcr plan would do l1or.11ing to rcverse the' Rc.strdip,t may be a "ireue.. F:1f more ,,'irtuous. ho,.:­

present trend fQw(lrdlimltihg people's choice of their ever, '~'ould be (Q fulfil1 TrulIIan's pronJi:s(: Qf utfh'~rsal, 
o\,n doctors and pressing (hem into low<.o$(· j·!MOS. private hblth insurance. jim Ct)opcr's prupo~al fails 
Indeed, by making employers pay, tax(:son anyhc<l.lth that tesc.: Su .ha\:iI!g considered the alternarl"C's, we 
premiums hi~her than those of the 10'~'est-cost plans, il should in: (he end, as Churchill ~l.Iggcs(cd, "do th.:' right 

. thing,'"j . Iwould speed tIp (be process of restricting choke. 
I, Like the pn:si<.knt. COOp':f propo:;cs n.:duclIlg ule 
I. ' 

r;ll\' of g-rO"'lh ill Mr.-diGlre <Hid lI.-1edicaid, .But IH: d •.l<:s H·\RRIS \\:urn. lI{lllS a Democratic Senator from PC'lln:;yl­
\'~ni;::t.:;0 withom C':ommlling ~p(~nrling on The. prh'::Hr: ~~nQi' ,. 

" 
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€onlte~1 of tbe 1Hniteb 6tates 

.OUSt of l\eprtlti1tatibel 


.ubtngton, m€ 20515 


Fepruary 14, 1994 

,The Honora~le Jim Cooper 
125 Cannon House Office Building 
Washington, D.C. 20515 

Dear Jim: 

We 'are writing to express our deep 'concern that your health 
care reform plan shortchanges women's health. 

This is an historic 'moment. Health care reform presents us 
with an unprecedented opportunity to correct long-standing
inequities in women's health care. In order to meet this 
challenge, Congress must pass a reform plan with a specifically
defined comprehensive banafits package that includes coverage of: 
women's health. Such a package is vital to improving women's ' 
health care and must be central to any reform effort. 

Unfortunately, the Cooper plan defers the responsibi]'ity 
of developing and defining a comprehensi,ve benefits package t.o a; 
national commission, thus plaCing fundamental decisions in the ' 
hands of unaccountable and unelected officials. As women who 
have suffered from our health care system's historic failure to 
adequately fund, cover, and teach women1a health, we have little 
confidence that a national commission will provide for an 
equitable system. I~ is the clear responsibility of the Congres~ 
to define a comprehensive health benefits package that recognizes
women's needs. . 

Any comprehensive health care reform package that treats 
women fairly must explicitly include the' full range of 
reproductive health care services, including abortion l as a basi9 
benefit. Coverage of prenatal care and maternity care, family , 
planning services, and aboreion are all part of basic women's 
health care. In addition, comprehensive health care reform must 
ensure that a basic benefits package covers mammograms, pap 
smears, and pelvic exams at appropriate intervals that allow 
women and their doctors flexibility. Women and their families 
must know that they will have access to these critical services, 
or health care refo~ will not have met its stated objective. 
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We look forward to working with you to enact a health car~ 
package that provides equitable care for all Americans. Howev~r, 
we will not support a reform packa.gE! that fa.ils to offer explicit 
coverage of women'S health care. We cannot allow health care 

, I

reform, which offers such promise I to ,tak.e women backwards. 

Sincerely, 

~JlJ60~
D 

~z/~~-t_ 
ct~)~ 
~~k-, 

Q~~. 
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JIM COOPER DISTRICr OFFICES: 

4TH DISTIUCT, TENNESSEE 


2H) EASTI DEPDT STREET 
I p,O, BOX 725 

COMMITTEES: i SHELBYVILLE, TN 37160 
BUDGET 

ENERGY AND COMMERCE ct,ongrtss of,tht ~ti.nitlltd ~tatts":' ,TElE~~~:lt~~:~:64~1114 
7 SOUTH HIGH STREET

WASHINGTON, OFFICE: " ,0, 

125 CANNON BUILDING' '" , ", iilousi)f Rglrtstilt~ti\ltS ,.: ., :,' ::>'~O f" T~~~~~~~~:~~o5~~6377_~~~0 
WASHINGTON, DC 20515 

TELEPHONE: 202-225;6831 ":, .ashinittp~,~B,~~io51j' ~F :. ~;>.: '20ffEAST~~I~~r~~:rH STREET 
" :, " l:J", ',,' _," 1; 0 ,.r. .~" ;, ,i,', .. ,,' ,-F:,O, !lOX 20250', 

MORRISTOWN:TN 37816 
1 .. ,.......; :: ~ - ~ :.:".. <" ( \' I' : .,';~ ':~. ;" ~ " .TELEP':fqNE,: 615-587-9000 

, i .' '.t. j, :,:~,,), ':~ ; ',,, ': '0215LANTANA ROAO 
P,O,iBOX 845 

; : , i CROSSVILLE, TN 38555 
I .• " , ' 

" , ",',I',~,L", 'TEL,~PHONE: 615-484-1864 

. "". .;" .~.~, 1 :~.~., .. 'i ~ 

To: 'Tennesseans ,Followin<j-;Hectlth Care, ~eform,:, '. 
"' •.••• : .. ,', "-" ...~. (:~'," ·(-<'.M .'< • ~ '" • '",.', 

,
From:'.cong~essmanJ~~ .~:oppe;r -' , :', ::;':,,~-:, :;. ,1,. ", . ' ... ", " .. . 

.,"~.~-~';':
Date: Friday, August 13, 1993 

I 
. ,';~' 'i .' !.: ;, \', .• "., • . j 

".' " ,< ... I 
I 

WASBlNG'1'Olf TURNS '1'0 BBAL'l'B, CAREllE~ORHj ',' 
, 'r c', :;, ,< 'j ;,', " 

. ,Now that his "budget: plan 'ha'sJ:>ee.nl enactEld, the President' ;~nd 
Congress' will :turn .. ,their""attentionl ~tohealth, ~caF,e "t::~fohn. 
September 21 isthe~:current target'~ date ..f:orrelea.!;e ",oft;he 
Adm~nis,t~ation 's ' plan; ~':',: 'probably 'b~fol7.e", a ,jOint,'se~sic;m] of 
'Congress -i- but the ge~eralfra~ework ~ay, be l,al.do,ut;, as ~ar;Yf as 
next ',Mon~ay ,in.-,pres~dent "c.~l..~~on'~"1 ','~~dress ·to, the, ,Na,tl,,~.n8:,1 
GovE!rnors "·Assocl.ation.",,, ','." ".,:, ' .. ,;.,;, ;,,' "_';:,.:1., ~.," ,';~ ',~," 

, , I 

, Conservative and ..'moderate,Democr~ts' c'ontinueto, have grave 
reservations about what we have heard ,d.f :'thepropo~af~. ' t: have been 
lead-ing' 'meetings of,' like-minded, ",embers of ,Congress, ' W;ith 
representatives of the ,White House to, :commu~icate, thes,eco~cer,~s. 
As many' of 'you Know, 'until now,.[_hav~ withheldreintro,ducirigjmy 
managed competition'bill,preferring:towork with,the~iteH911se 
to develop a plan which: could ,re<?eive' jbipartisan support,~ . 

, , ' I 
SllfGLE-PAYOR' ADVOCATES 'GAl. ,STEM. " 

I, 

I,' '. t.. ., J 


However, 'Congressional' ",advocat;es,; ,of ."aCanadian-,st:¥le, 
government-run 'system hav;e','not.ibeen; 'so.>cooperative.. ,T~ey :~a.ve 
attack'ed the Administrat;:ion' s ,plan at eNery opportunity, introduced 
,their own bill . .'and "garnered,' ;,86 i co&pgnsors, desp~te" )the 
Congressional Budget ,Off,ice't.s estimate, tha,t .. thej.J; ,propo1?~l:';~Ruld 
require raising about, $600 billion a ,year i,n -new taxes.';::: ,I", 

1. 
I 

,I
As a result, the White House no~ appears to be more worried 

about losing the support of the single-payor advocates than they 
a:r~' abgut losing modera~e 'Democrat;s:' ~;.: Th:i::s '" is ~short-sighted. I o~e 
thl.ng ,that, the, battle ov~r:,the' defl.cit-:reduc.tionpl~n, .tau,ght Uf?, l.S 
that health care reform must be 1;>ipa'rtisan' in order ,to p~~s'. P,:!re, 
mark~t-::based ma~aged competition, as I have proposed, is the $nly 
plan w;ith;,true,. ,pip~,r~isan suppox:t in, ~ong,ress~ 

I 
, 

, , 
I 

i 
I 
, 

i 
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... ! 

EMPLOYER JDl11)ATB RBCBIVBS. 1I0RB SCRUTINY > " 

. , :~in another import~n~'Slgnal, las'J ~~ek:"~~rty-one Republican "'~""'.'; 
senators sent' a. letteb 'to' thePresid'ent' opposing a mandat.e ~'on' I" 

,employers to purc:hase heCl~th,;,pov~rC(l;ge ,lfo;r:, their employees. '. Tq.is . 
mean,s t~at even without~any Democrats" (1of wqich there are many Who ",' ," 
would agree), Republicans could sustain a fi+ibuster in the Senate ., ,y., 

over 'any' bill con,talning such a provision.' " i 
. . ' I 

, '~"'TheHealthcare Leaders,hip councill recently commiss,ioned the 
respected consulting firm ~ewin-VHI tb study the impacts 'of, an 
employer mandate under 'the. best: available' (",ereion "'of"th. ~lintrQn 
plan. Their state-by-state analysis poncludes that the Clinton 
mandate would increase aggregate health':,',ca,re' costs, for,·,tennessee 
gployers by 88%. Employers nationwid'e would pay on average 53% 

" ",', '. ~, . ",..more. . ... ""~1:''. "'" ... , " " - ".,: .... ,' .. 
. ",' ~ . ,:.. ~.- * , .~ ." •• " :.:: ." "" '. ~, " . r. " ; ; _ : ~ 

WHITS HOUSB PLAN L'IKBLY TO ALlmtATB MODERATES . . , .
I ' 

Unfortunately, it, now'-':'seems, ',.virtually ',certain ',;that,' the 
President' s plan will include not only an employer mandate, but 
also ':a ·global"·budget,on~pri-vate 'sector".~health,' care spending 
enforced by'price cont;rols on health' pl",ns"l.',: In addition, the"Whilt~ 
House" Task,'Force has transfo~ed, ;manaq~d',,;,competit,ion I s p:urcbas,~nq 
coop~rat'ives, int~., government 'Health"Alliances'" with i;·the ,pow4ar;:;t~ 
requl,~t~ and exclude health plans~, ,Thai ,proposal , is 'also likelY'it9 
'laclt, "Key elemen~s' of.: :lIlanaged,; coDipetitJiOri.,',,, such .. as anf.effectiJy:e 
limit on tax, deductibility to encourag~,c9st' eonta:inment~-" "",;~ 

, ".. . 'I ' '" 
~; ':7 ;;' In 'ord'et-' ,for' :lnoderate~" to," 'show t:he :..:breadthr )'of.suppo:rt for' 
r~al;~"'maricet-baefed'-reform :.in ,congress,'!we, need to, have,,~a ,'rallyi!ng 
point.";::Therefore~ I will:have 'my' bill! ready to :.reintrodupe',when .;M~; 
Congi,ess returns ',to' Washi·ngton next month. 'My colle~gues rand, I :in ,., " 
'the' 'ConserVative 'Democratie':Fo~Um,:havel' been, working ',cl,os~ly, ,wi:th .,' 
the' .Congressional' Mainstrea:m 'Porum andl the: Democratic' Le~der~hip 
Council ~to Dui·ld 'suppor.t;:for-"this·'~appr~ach •. ~ ~:-i "r ",, ' ,',: .'<': ~. 1; 

I was recently asked by thf!t 'C6ngre~Siona;J,;:,newspaper Roll, C~lll 
to describe the important ways in which the original manag;ed 
'comp~tltion":"d-iffers: from-:,;.the, :hybrid~~~ \:<l,':·,ha~e ,no' pride 'of 
'authorship in'"my proposaTr' it:!.s ,: not pe+fect·." ,,'~:ButI:do' :t~el ,th,at 
'·iri"'order for' 'healtli·,icare"·reform·~to,, wO,rkl;; it must .. be., in~er~al!ly 
consistent. 'Un~ortunately ,·.:.'many, of,' t~e adaptati'ons of' m~n~g~d 

.compet~ition;,:iri'l..Diy" view~~ make','it: unworkiable. ~. _~·.:have .at.ta.pb~dthe 
article for',y6ur':::info'rmat.iQn~ , '_:~';;'I • ~),~ k ;,)'" " •c 

,,~'.,.," , 'i " 
.' -,,'.. . , .. , 

• ,J. 

".' . it;:,'" <,,'1-' ,~. '~'.'" p- t' .E·<"':f:·~1 "., .;'i":: ..:: "~~'('I j"+~, ..'';. ," :,~ \~.:;. , .• l-r''f,..~'.jp '. 

. P ~'S~' :For those' of ,you who~ ~ha"e" 'be'en,' 'f,orwar,ding ,tbese -letters 
to:'~he 'Whit~ H~use,r~you':,no',lon~er' ne'edf,toJwasteL'You~, stamp ... ~he 

iWhl.te House is .now·on ,the,,~aill.nq\ list~·I"·if "':' '(': . " .. :,: ",,' 
": • ',., , ~ ~.~ ~, ~ i· , " :, : ~ ~' . ' ../. t,f':' ~/j ~l ::.~. ~ ,:-.:; ', ... ,. -.' " t ," > (i': . ,+ <2 

. . ',' .." ·.c:: L :':. ,.... Ill'" c.'" .... .,.:"..... . "... 
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Ma'RsgedCorrl';p~e!filil)rh"tthat'sReaI 
you ,C~n't 1!i9~,:r.Wlth, theldeaf~~I~p'iti,~I~el$p¢aienq, VIIrites Its Chief' 

~, 

Advoc~te" ~ep~ .JimCo~per~, ~e' EXpl~i'ns :Wh'at'~:'Acceptabhi!" Whaf~s Not. 
>. By Rep.:"Jin1 Cooper ";1 '>, , ,'., . ." ': ; . ".- ' "" .:, ,,'_., I.. . :' ' 

,(yeara~~,:fewpeople.bltd~ ~ that makes~t ~<?tk;' ":' : ~}~~~ev~~:.: "BecauseAHPs.will be held ~- F~,which would give HPPCs 
beard 10~ m,8J!8ged ~DJ,~~P9D.~,., : ~ed compeuuon. reqwres" ,~A!:ft\~~i~",cpY.~~_, countable) for pnce ,~d.,quality, exa:ssiVediscreti9nary autbority.. 
h~~6#-'refonn..,'J~r~'~'"}~enoUgbg~v~enynteryt?n- ;or..;~~:~;lff:ia;~g~ lire>; ~sthav~.the .ab~lty to es- Managed cOmpetition HPPCs. 
teon IS used by so'many It haS tiOD to establish g~und rules for ,~OODditiOD;~,will ' tablisIi ~tworks and to exclude however,are. neutral farmers~ 
nearly iost its meanirig.. ' r", -. ,,,beaI~ ~Jaosoompeting in thes~- 'J~ ~.,:,~,;, ':::' ::';:::':,f~;~:)':1~P· bJe!fl.dentor~-quaIitYproVid-- miIketS, not ~regulators~ They 

As President Clinton is'P,>iSed' tem.toCnbancethePQwerof.con.:,:'" ~_'Juiye a.JSo ~I c::r.s~AHPs,.~Sl,be. free to must offer all qualifying health 
to introducea~eaItbMpiaii~. 'sumercboice in themarke~ and to; - neg~ly.~y' atdUllg h~:,~~·~th~ir . providers aDy plans in the area. allowing con· 
is likely to include man.agedcom~ -guarantee access to coverage for of differ.ent ~fits packages.:" ~.--~..:c :'...:, ,,' ,sumer Choice to determine which 
petiticin'as'itS OOsiS;,inany peop~e .;all Americans.,._ " j' ';.'. _.u~d,er .m~~~~e~. compet~tion,. .• ~rc:liasl~ COOpera~v~'-','bealtb plaJlS sUc~ and ~hk:h ' 
have ,forgotten that'Certain' e!e~" "What are Ihe, ~~y.~l~~e.nits:of .':,~ mUSlf?ea slngle,.s~- :,~lm~~ebuymg~~e!Ofm~I-"}aitl~PC;s;"'u1d ~,bavethe 
ments are essential· in I order' for' managed comp'!uuon, and where" izeCI..benefits package thaball ',. Vl~S and small busmesses will', power to' limit enrollment in 
managed competition to wort. . does itdraw the'line between"gov-;':,) ~~'~~':offer so co~ . give them matket advanta~es..pl~s, regulate' premiums, or set 

Managedcompetitioowasoon-" ' . ~.'-" ' . , . caidnalre""appkr to apple'~;CQJD-~, 0Il1~ the larg~~ ~ployers ~Joy ~viderfees.;' /' , 
ceivoo over the'coui'i5e o( several Th' 'j, /.' " parisOns. Any package oCferlDg' ~~: a large risk Il00,1, chOice of. ~, '.'" Fuially, 'HPPCs must not bear 
yearS by the JacKSOn Hole Group;" . ,e. a ance, ',jt", ': .more~b~iccarestillwoWd be::' m~!iPI~ ~th ,plans~ 'I~wer ad- liSk or bav.ea financial stake in 
a cOllection' ofacaOOinics and in-' : ..thatmanaged ,~,: :." I ~lIy and, f~ly available ~ lo.ng: ;.~~~v~ <:O~ts, marlcet power, .any health plan. Mail.aged compe­
dustry leaders,w.bOba!e m.et ~g_" 'COmp"etitionstrikes " asjtdid~()td~pliCate basicC9ver:.:,' and If?UP ~tes..' , ti~~n'HPPCs, ared~ignooto en­
~y'forthepasttwo'de~desiil'l ,;,;' age.;. ',;" t:.", ~~tlDoider!or~a$edcom- ~ceconsumerch01c~,n~tlirriit 
Jackson Hole, Wyo; lnthe-wt-'between-regulatlon~some~~~suggesteddiCf~t~: ,petiti~.,to be. effectiv~, h~alth ,it', .. ' ..... ', 
Congress.',my colleag~s in·the' I andcompetition is,' bene.fi.tS 'packages for differ.ent~-pl!ln' p~r.~bastng...:coope~auves:"":!~~in~e~.Iarge~~mp~,oyers~a.Iready ____ 
Const>:rvauve DernOCraUc Forum ' '. ' ".- typesofli¢th plans (~.g:, ~Os", ~,PCS)rrt~tbave e~cl~sIVe ser- - ~ve.lhe ,be~efits, ofgroup pur­
and I mtroducedapure managed' notarbItrary.,: ,', '" ' PPOs; an,!1,fee~for-service~;'iBut) ,Vice are~~..s~~~tmg HPPCs ,chasmg;,lhey,don't need much 
competitionbillusingtheJac~' Adjustments could ;' , ~isplars.intolJle,·.hands;.of 'the ': w~ld el!IDma~Dl:~st,()f the ad· '. g()vern~eilt,~lp; Throtigh:d~~ect
Hole model. The'Democrauc • 'h' ',;. " ' msurance tnduslryand will!lub- lIl1I!~s~u:ve.saVlngs,~tegreat•. contractmgwllhAHPsorthrough 
Leadership Council and the~, ruIn t e me,chanlsm', I vert effeC!iye'competitlon.::!., ", : '.~ '~ppo~pltr, f~r seg~entation 'se~f.'jnsuring .. large-emplorer 
gressive ~licy Ins~~te also em:;'; \thatmakes}tWtJrk. As ,~ice,com~titio~ infe~-,; ofhealth ~,:~ rnaK~ the sys-· ,Pll!~hasing :-viUprovidean iinpor­
braced thiS approach m their book I ~~,~eal~ plaJlS~d theu prpvid~ , ~~~~~ u~r-~nemlly ~or the con- !aDt counterbalan,~e' to"the HPPC 
MandaterorC~ange.~, _::, ers>l~lUstbe..~eld·accountable.for,<s1;llD~:." ~,""-, m the.marketplace, Of course, 

Man'aged- compeitiHon :bas ernmtmt responsibiUties and.the the quaIitY'ofthe care they de1iv- " Most calls for competing 'large-employer plans must meet 

proverj;~be'poli~~y;ai~~v( ; rol7 ~f the market? Her~ is a ' ,er. C?DSuine.~ 'sb?uld bav~~- :•.H~s.~se ~ concern over' the same acc~ and qwility sUm­
because It represents a. c9!1lprt>:.. .~de~ " ",: .' ~ve:q~lty ,mfonnabm ,on : ~n_proposals~ not supporu:d dards ~ any olber AHP. " 

mise between oomp!ete go~~ ,.Ins~ranc:eM~ket.Refoi'nis., allbe8ldi'plans..~is infonDadon: by the:.ConservauveDemocrauc • Ta.x R~rorm and Employer 

ment takeover and laissez faue in There IS competition m today's should not be limited to process , ; Contributions. In order for man­

__ ,-health_care. But the_~ that market. but it is destructive com-! measures (e.g., immunizatiOn or To slowincreaseS: aged ~mpetil.ion to slow increas· 
managed competition strikes~: . petitioInuDongmsurance compa- 1 -mammographyrates);itmuStalso_ -in spending , ' es in health care spending, buyers:;::r~I:"~~I!;; ~ trying to avOid sick custOm-' :Ooal~~:~~~l~~';buyersmust - ~ ..-. - .·::s~~:r:e~:~s~[~~~~i~:. 
ply adj~Sl it for' P&~#l~(~~::t':i .I~. ~ntable ~~. ~ust bCf~~~tly,"_CbalIeD8ei11o i bearthe costof plan~. Subsidizing the cost of ex­

eocy W1~ruiJlBig@.~~l PI8bs(AHPs);wiD bereq~ to JmpoveQlev care of patients. .'.1 ",,!a.. < .,. .' s, I, . pensive health care plans. as em­

tr ~J99sI119,1II/aste,u ...., 
Che~'thlilansr;, "<>: 

_".,~~ ~ ~ F':-...,.. ~.w,,::.~ :~.:.;.:.;:,.~~:<;!" 
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fails to constpUn sufficiently h.eaIth care efforlS. Being profitable in a com~titiveRep. Cooper: Government­ cost increases. then government regulation environment I¥ld being profitable in a reg-
imposed limits on i may be necessary. But trying to combine ulatory ~nvironment require very differentHealth Reform 	 managed competition with global budgets skills.whathealth plans Or price regulation from the outset will Providers need to ,know' that chey are 
may charge are prevent nuinaged competition frp,m work- . going to be challenged, every:jay, ~y aWith -a Real. . . . ing; , 	 market deIriandingnio~e cost-effectiye; fund~m.entally ,'~ The failure of price controls -to contain treatments and, technologies, not chal~
Track Record incompatible~with, spending in h~alth care an.dothe~ segments I~ngec:l to think up new ways to, increase 


of the economy'are legIOn. HIStory has their reimbursement rates. 
managed, shoWn us'time and again ttmt we Iack'the "- No one is arguing that ~agedcoinpe­
competition. necessary, data, to set them fairly an~, che,. . tition is perfect. But its track 'record ~ in

ployers and federal tax poliCy do tools to enforce them. 	 . states like California, Minnesota, Wiscon­today, is anticompetitive. ,It actu- , Instea~ !e. must change theun~r1y~.a;, " sin and in 150\..Cities with 'employer-p~r­ally diScourages • health plans . ,employers unlimited ,deduCf:i'?i1t . incentives in the sysremJ>efore ~e.,can'j""chasingcoali~ons-js~tter,thimitsalter_from reducing their prices. ' , ty of che cost of healch benefitS ' make real headway on cost containmel!~', ,.natives.' ,
An employer must not. be a1- 1 provided to employees. . !, Managed competi~on tries to do tharby', '. 'Managed competition has wOrked te~ ,

lowed to vary its conl!ibution to But limiting employer deduct­
; cause 	it does not ignore the behavioralemployees' heaIch benefits &C- . ibility to speJlding on che stan". ' ',,' •• 
, 'responses of the private sector to govern­cording to the beI,llch plan an em- (;': dardized benefits p~ckage.' as ,':tyJanagedcompe~/tlon, 

ment interventions. In fact, it relies on thoseployee bas c:taosen. An employer. ~me baw ~po~d, IS ?ot soffi· '"" Isn't perfect. But Its 'resPonses to ref~ che system ina waymust ,be required to "defme" a C1entbecauseltd~notmfluence . , oJ' • , t t .. 

spedfk:doUatamountforitsColt.:', the purchaser~s decision among. pellormance-In S a es , government.could ~~yer do alone. ' 


lribudonsodia(employees ~'l health p~ off~ngchose bene-,:' like California, , '. ,- "I' !-~____ 


___	'~~~gbts~ , .; !~~~~~!':a~i~~:~,'-·-.-M~nffeso.ta;a,!d~-' . . ,", : . 
.A,D,~yercouldSliUdefmeifS. tiw plan meeting federal quality WisconSin-IS better 

¥ ~. ~ 

CoDtritiUUOD to,be t.b.e pdce,qf,die stan~. 	 . ," than its alternatives. ',1 

.! ,;.most expensive plan. but employ'" , ,. Arti~clal~ce CoastraInts. 1••- 1'1'•••••• 
ees must be able to choose a less Oov~enl-~ limits OD 


expensive plan and receive a re- ,', wb8t.' be8tdl': P~ ~~provi~ " giving h~th plans and providers the finan~'" " 


bate for the diff~nce.. ' "IDY CIuq~:~,fUndamentally~· cial incentive to provide only high-qu~ty; 

Federal tax pohcy shl~lds em- ~~~~,~~~~~",.' 'cost-effective care., " . 


' ..... Jim COol*: (I~Ten~) Is aployers from the full cost of ~:;:'.,"~" ?'~it',::,{ ,-:;" " Priceregulationwilldestroyth()seiIicen~' 
c ......... of the'E and Com­


choosing relativ.ely expensive ' : ~,.)r.,~se'Veral years, fuD~~::,; ,,' tives. ~t will send a mixed message to pro- "~'iubComm::::on hHIth 
health plans because it allows~ted;maD8ga.;1 compeu.~",", 'j v.ioers ~bout where they should.focus their ..................nt. ',': 

.- --.....,.-. ....:.- ;.... ' 
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.',.,'. ".:"" 
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"THE MANAGED COMPETITION ACT OF 1993": 

SOME CONCERNS 
! 

There are many components ofthis approach we completely agree with. Like 

Congressman Cooper, we believe community rating r~turns insurance to a community 

responsibility, not an exercise in profit making and ri~k avoidance. Like Congressman 


. 	 I 

Cooper, we believe that an increaSed emphasis on cO'f'petition will promote efficiency, 

reduce waste, and lower costs. Andfinally, like Congressman Cooper, we believe 

increased cost-consciousness isan important aspectofhealth care reform, and a 

necessary ingredient for cost control. ' i 


, 	 I 
But we cannot support the Cooper bill because it does not provide health security for all : 

, 	 I 

Americans. We believe all Americans need and dese~e health care security; this plan 

just doesn't provide that. We believe thatcomprehen#ve benefits should be spelled out 

and guaranteed; this plan doesn't provide that. We b~lieve choice ofdoctor is a right;


I 

this plan considers choice a taxable luxury. We believe HMOs are one alternative; this 

plan believes HMOs, are for everyone. " 

; 

,. 

I 


I 	 ' 

The Cooper plan must get afailing grade as itdoes n9t meetfive ofthe six principles the i 

President has setforthfor comprehensive health reform. 
, I, 	 . , 

1. 	 It does lJf11.provide the security ofa comprehensiv,e package ofbenefits that can never; 
be taken away. I I 

2. 	 It does lJf11.provide increased choicesfor.consum¢rs. I . 

'3. It does lJf11.provide a simpler system. ' 
4. 	 It does lJf11. guarantee savings -- it continues the cost shift and raises the deficit. 
5. 	 And it asks responsibility from no one. l1i fact it gives no one any reason to be ! . 

responsible. ' 
I 

Th~ are only a few'ways to guarantJ coverage for all Americans. One ! 
. I " 	 . 

is to raise a broad-based tax, and have:the government finance and deliver, 
. health care. The second is to require ¢mployers to contribute to coverage ! 

for all of their workers. The third is ~ require all individuals to purchase I 
insurance for themselves. Whether it's the government, employers, 
individuals, or some combination... for everyone to have coverage, 

" 

: 
. 	 I 

someone has to pay. 	 : 
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. , 

i 
The Cooper plan assumes that between better incentives and government 
help for the poor, more Americans will be covered. But individuals can 
still decide that health care isn't their responsibility-- it's yours and mine. 
They can still go without coverage, show up at the emergency room, and 
. shift the cost to those with coverage. Employers can continue to drop 
workers who are costly, or notcover ahy of their workforce. In fact, this I 

. I 
plan encourages employers with low 'rage workers to drop the coverage , 
they now provide-- and let the govern.r:nent pick up their care. The result? ! 

After Cooper-style health reform, 22 nlillion Americans will still be 
uncovered. [Congressional Budget Office, iJuty 1993] 

I . 

In fact, the Cooper plan provides in~entives for employen to drop 
coverage for many worken leading·~BO to warn of6 million newly 
uninsured Americans. I J. , 

I 

By providing government vouchers fo~ low-income workers who now 
have coverage through the workplace,ithis plan could encourage some 
employers to drop their workers coverage, knowing the workers would be i 
picked up by the government program:. According to the Congressional : 

'­..• 	 Budget Office, "Enactment of the law lis likely to cause a few employers to 
, 	 I 

drop their health insurance plan and allow the government to assume the I 

cost ofcovering. their low income workers. II [CBO. "Estimates ofHealth Care 
Proposals from the 102nd Congress," p. 52; 'J/93] 

i 
I 
I 
I 
I 

COOPER: 	 "Ifan individualloses hisjob, he can remain in the HPPC and pay 
premiums himself." . 

I 

Translation: For millions, when you lose your job, you lose your coverage. 
I 
I 

• 	 If you lose your job, this plan does not guarantee you any 
protection at all. .! 

.1 

• 	 . If you're locked into a job bec~use you don't want to lose benefits, 
you're still trapped. . . 

I 

I 
. I 

I 
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I 

. '. . . I 
COOPER::> 	 "A national commission will establishi auniform set ofeffoctive health 

benefits. " : 

Translation: 	 This plan does not even specify - m~ch less guarantee - a 
comprehensive set of benefits, nor does it protect American families 
from exorbitant out-of-pocket costs~ 

I 

I 

The Cooper proposal shifts the respon:sibility for defming the benefits . I 

package to a National Board -- to be detennined after the legislation has 
passed and become law. How can thel public be asked to support a bill 
when they don't know what health care they'll receive? The millions of 

. I 
Americans who want and need health ,care reform have made clear that 
health care reform must mean comprellensiye benefits. 

I 
I 

This approach does not answer a single important question about benefits: 
. 	 Which services will covered, ~d which will be denied? 

Are preventive services fully cpvered? which ones? 
How much is a family liable for in a given year? 

I • , , .Is mental health care covered?, 
What about lifetime limits? : 

No American consumer would pay up' front for a new car, only to have the 
dealership decide later on the type of engine in the car, on the features that 
were included, or what kind of warrantee the car came with. There are i 
certain things the American people have a right to know up front:· . 
guaranteed, spelled out benefits are one of them. 

I 

I
" 

l 	 . 
COOPER: " .. , . to discourage inflationary "Roll~ Royce" health policies, which don!t 

control costs, the. bill caps tax deductipility at the cost ofthe lowest price ' 
AHP plan ... " .! . : 

. i 	 ! 

Translation: 	 You could be penalized ifyou pick your own doctor and pay a "choic,. 
tax" to belong to certain plans or se~certain docton. 

I 

This proposal doesn't just target the "Roll Royce", it targets the family. 
. . , 

station wagon. Millions of Americ~ will pay new taxes for the same . 
benefits. By trying to reward consumers for choosing tightly managed, j 

. 	 ! 

cost-efficient plans like HMOs, the pr~posal punishes individuals and their 
employers for any other choices. Ifyou want to continue to get health c~ 
the way you do now -- or to see the same doctor you've always seen ' 
outside of an HMO -- you get taxed. 
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, 	 , 

; 	 I 

Ifyou choose not to go into an HMO or HMO-type organization, you and I 
, I 

your employer both pay new taxes on your health care premiums. HMOs ' 
are a fine alternative for many Ameridns, but they are nm' for everyone. 
Free choice ofdoctor is an American tradition, and is the only type of 
health care delivery in many areas of the country. The "one-size-fits-all" 
approach doesn't work for health care,~d HMOs are not the best fit for 
many people who don't want to see su~h major change in their health care. : 

I 

Under this plan: 	 i, 
• 	 Those who currently have restricted choices will find their choice 

is still limited or more limited. ! ' 
• 	 Those who currently have a freb choice ofdoctor wiUlose that 

choice, or pay a tax to maintain: it. 

COOPER: "Employers will be allowed to deduct the cost ofthe most efficient health, 

, plans but not the cost ofexcess benefit~ or wasteful spending. " 


, 	 ' I . 

. 	 '. i· 
, Translation: The Cooper plan encourages employen to reduce benefits by levying 

I 	 . 
tax penalties on employen that give their worken comprehensive

I coverage. 	 . 

Does Congressman Cooper consider p~escription drugs Itexcessive 
benefits"? Does he consider investments in mental health and long-term ! 

care "wasteful spending"? ' . 
I' 

Today employers can deduct the cost ofany and all health benefits as a 
business expense. The Cooper propos~ would set a "tax cap" at the 
lowest cost plan in the area -- a plan w~th benefits that are less generous 

. than what most people have today. 

So even though this plan says that "individuals would choose", employers ' 
would have every incentive to force th~ir workers into only one plan - the I 

cheapest plan. TIris trend exists today+workers are increasingly locked . : 
into one plan by their employer, forcing them to give up relationships with I 

doctors they trust. : ' ! 

. I 
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COOPER: ' 	 'This is financed by . .. reducing the i1Jcrease in provider fees under 
1.1 d"" 	 ilYle lcare... 

I 	 ' 
Translation: 	 The Cooper plan worsens today's cost shifting, raising private sector ! 

costs and endangers access for Medicare beneficiaries. 
. 	 1 

Most experts agree that there is room tp siow the growth of spending in 
Medicare. But responsible lawmakerslimd senior advocates believe that ,

• 	 . . . I 

there are two important conditions: fi~st, if seniors are asked to pay more, , 
they should get more. And second, if *osts are controlled on the public 
side, they must be controlled on the private side. 

, 	 I ' 
I 

This plan fails to meet both those conditions. It slows growth in Medicare' 
spending, both by reducing rates to providers and by dramatically ! 
increasing Part B premiums for upper-income Medicare recipients. And ' 
yet it dedicates none of that money to hew benefits or increased 
protections for seniors ... not one thin dime. 

, 	 ' , 

I 

I 
Secondly, it slows Medicare spending :without controlling spending on the: 
private side. The result? Private sect6r health care will continue to be . 
threatened by ever-rising costs, as the budgeted public programs shift costs 
to the unbudgeted private sector. Sec~nd, as the gap between Medicare 
rates and private sector rates continues, to widen, more doctors will choose i 
not to see Medicare recipients, and mote Medicare patients will find they , 
have less and less choice of doctor as Jresult. ' 

I 	 ' , 

BUT 
The Cooper plan gives seniors nothing in return. 

1 

For three out of'four senior citizens, p.!escription drugs are the single 
, I 	 ' 

highest out-of-pocket expense. Millio~ of other seniors, even those with : 
comfortable incomes, live with the lur~g fear that a serious illness could: 
wipe out their savings by forcing them: to enter a nursing home. 

, 
, ' . ,1 

This plan says that many seniors will pay four times more for the same 
Medicare, and mllbe strapPed with huge prescription diug bills, .still have: 
no options for long-term care unless they want to leave home and move to : 

• • • . I 	 ' 
an InstltutlOn. : ' 	 ; 

, 
I. 

We believe it is unconscionable to aski seniors to contribute to reform. 
while their two most pressing health dre concerns -- long.;.term care and 

, I 

help with prescription drugs-- are ignored. 
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COOPER: 	 "... does not include price controls. nQr does it include global budgets. " 
. 	 I· 

i 	 ' 
Translation: This plan does not guarantee cost co~trol, nor does it protect . 

individuals and families from insura~ce premiums that skyrocket 
. year after year. . 

· Competition will go a long way to slo~ runaway health care spending, to 
be sure. But today skyrocketing health care costs are threatening 
American families, Americanbusiness~s and the health ofour economy 
itself. But what ifcompetition takes tqo long? What if it doesn't work 
everywhere? : 

· In addition, this proposal does nothing!to guarantee that rising health costs i 
will no longer wipe out our families and businesses. Controlling the 
increase in premiums that individuals and businesses pay is the only way 
to protect the pnvate sector from beiri~ bankrupted by health care. 

Under this plan: 	
I 

i 	 : 
I . 	 . 

• 	 The practice of "cost shifting" -i- squeezing down on the public sid~ 
and pushing costs higher on the private side-- will continue . 
. unchanged. 

• 	 Individuals and families nowuhprotected from skyrocketing costs : 
have no greater protection. !. : 

, 
I 	 : 

• 	 Costs will still rise at the projected rate- or faster: "CBO estimates, 
that, after a few years, H.R. 5936 woUld leave national health ! 
expenditures only a'little higher than they would otherwise be." 
leBo, "Estimates ofHealth Care Proposals from the 102nd Congress," p. 58, 
fu~lm] . . 	 .. 

, 

COOPER: '~ .. the bill uses stranO' tax incentives:. .. " ! . . ~ I . 

Translation: 	This plan is an administrative night~are; it might as wen be caned 
"the IRS full employment bill". 

· This plan significantly expands the reach of government bureaucracies and . 
government involvement in the workplace. It requires the IRS toi 

. determine and monitor the low-cost plan in every HPPC region, and matcQ.
I . '. .

that against spending on health care by every employer for every ,, 
f 
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I 

employee. And this adds a tremendous
! 

lnew administrative burden for. 
businesses -- particularly small businesses who now suffer tremendous 
administrative burdens -- by forcing them to keep on top of the "lowest 
cost plan" the wayan investor would fbllow changes in the stock market. 

I 

COOPER: 	 "Deficit: {1995] $14 Billion; {1996] $?2 Billion; {1997] $17 Billion; 
{1998] $12 Billion; [1999] $5 Billion I' 

. 
i 

Translation: 	 The Cooper Plan increases the deficit by 570 billion. 

This proposal doesn't even pay for itse~f. In fact, the CBO/Joint Tax 
. Committee analysis of the plan found that it increases the deficit by 570 
billion in the first 5 years alone. ! . 

. ,. 

i 

COOPER: 	 "The states will gradually assume resp~nsibility for long-term care, with 
greater flexibility to try innovative approaches. " 

Translation: The Cooperplao does not address lo~g term care other than shifting 
,.,. enormous federal costs onto the states. 

. 	 I 

The fastest growing item in most state budgets is Medicaid, outstripping 
state's abilities to pay for other needed Services like education and public 
safety. And more and more of those Medicaid dollars go to the mounting 
costs of long-term care. As our population ages and more and more 

I 

Americans live longer, these costs add ~ncreasing burden on both federal 
and state g9vernments. 	 . . 

. 	 . 

Today, the federal government contrib~tes at least 50 cents of every dollar:' 
states spend on Medicaid long-term care; in some cases, up to 75 cents. 
The Cooper plan says that states should bear those costs completely on 

. I' 

their own, a proposition that would bankrupt many states. . 

I 


i 
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FOR INTERNAL USE ONLY 
I 

FROM THE HEALTH CARE DELI\fERY ROOM 

I 
Talking Points on Congressman Cooper's "Managed Competition Act of 1993" 

, , 'I . 
I 

We cannot support the Cooper bill because it does not provide health security for all 
Americans.· . I 

There are many components of this approach we completely agree with. 
, " '\ . 

Like Congressman Cooper, we believe community rating refilms insurance to a ,I 

community responsibility, not an exercise in pront making arid risk avoidance. . .' .... )=­, , .I ' 
, 

Like Congressman Cooper, we believe that an increased emphasis on competition will 
promote efficiency, reduce waste, and lower costs. !. . ' 

And finally, like Congressman Cooper, we believe increased bost-consciousness is an 
I . 

important aspect of health care reform, and a necessary ingredient for cost control. 
, ., \ 

But we believe all Americans need and deserve health care sehurity; this plan just doesn't 

provide that. " , ,I" . 

I. 

We look forward to continuing the dialogue with' Congressman Cooper and towards 
providing health security for all Americans. ,I . 

End ofTalking Points 
10/6/93 
Il:30a 



, " 

, 	 ' 

QUESTIONS TO ASK REPRESENT1TIVE COOPER 
I 

, 	 ,I ' 
Does the Cooper plan guarantee coverage to ,all Americans?1. 

I 

2. 	 Doesn't the Cooper Plan penalize employers ~hat now provide their 
employees with comprehensive benefits? 

3. 	 Doesn't the Cooper Plan give employers inceptives to drop their 
employees' health coverage or drastically requce their employees' 
health benefits? ; 

4. 'What security does the Cooper plan offer thJ American people 
" 	 I ' 

• when they are not guaranteed health co~erage 
• they are not guaranteed a comprehensive package of benefits, 

" 	 I'and 	 ' [' ' , 
• there is no lifetime li~it on what they cah spend? , ' 

5. . Doesn;t the Cooper plan have a "choice tax" 1. where Americans are 
taxed for choosing their own doctors unless their doctor is in the 
~~~~p~ ..1 ' 

I 

6. 	 When you read between the lines, isn't this just a National HMO 
plan? Don't employers have every incentive1to just force their . 
employees into the cheapest cost plan? I 

. 	 . < .' I ' 
7. 	 Couldn't this be called the "IRS full employment bill" because it is 

such an administrative nightmare requiring the IRS to monitor 
the lowest cost plan in every region in the c6untry? 

, 	 I 
8. 	 Isn't it true that if you're one of the tens of rp.illions of workers 

whose employer doesn't' cover you today, thi~plan does nothing to' 
encourage them to cover you tomorrow? I ' . 

. I 

9. 	 ' Isn't ,this the 'case that th~ CBO/~oint T~x ~ommi~tee asses~m~nt 
of this same plan last year show It,runrung a deficIt of $70 billion 
in its first 5 years? 

10. 	 Isn't it true that if you lose your job today, this plan does nothing " 
to keep you from losing your entire life savihgs' and everything 
you've ever worked for? ... .·.1. . 



~87 F~ 
I 
I 

''THE MANAGED COMPETITION ACT OF 1993": 
I 

. SOME CONCERNS 

There are many components OJthis approach we comp,l,y agree with Like 
Congressman Cooper, we believe community ratingretu~ns insurance to a community 
responsibility, not an exercise in profit making and risk lrvoidance. Like Congressman 
Cooper, we believe that an increased emphasis on comp~tition will promote efficiency, 
reduce waste, and lower costs. And finally, like Congressman Cooper, we believe 
increased cost-consciousness is an important aspect ofliealth care reform, and a 
necessary ingredient for cost control. ' : " ' , 

But we cannot support the Cooper bill because it does nLprovide health security for all 
Americans. We believe all Americans need and deserve Ihealth care security; this plan 
just doesn't provide that. We believe that comprehensivJ benefits should be spelled out 
and guaranteed; this plan doesn't provide that. ,We beliJve choice ofdoctor is a right; 
this plan considers choice a taxable luxury. We believe liMOs are one alternative; this 
plan believes HMOs are for everyone. 

The Cooper plan must get a failing grade as it does not meet five ofthe six principles the 
,President has set forth for comprehensive health refQrmJ 
·1. 	 It does l1f2I.provide the security ofa comprehensive Rackage ofbenefits that can never 

';- be taken away. " . I 
2. 	 It does l1f2I.provide increased choices for consumers. 
3. 	 It does l1f2I.provide a simpler system. I ' 
4. 	 It does l1f2I. guarantee savings -- it continues the cost;shift and raises the deficit. 
5. 	 And it asks responsibility from no one. Infact it givks no one anyreason to be 

responsible. 

. . " 	 '. ,I . 
COOPER: 	 "{The plan does not} compel employers tp pay the health plan premiums 

oftheir employees: " . , I, 

, 	 '. I· 

Translation: 	 In faet, the Cooper plan doesn't requi~e anyone - not employen, not 

individuals, not the government - to take responsibility for health 
care. Therefore, it doesn't provide he,lth care coverage for everyone 
and guarantees no one security. I ' 

. . ' 	 I ' 
There are only a few ways to guarantee coverage for all Americans. One 
is to ralse a broad,:,based tax, and have th~ government finance and deliver 
health care. The second is to require employers to contribute to coverage 
for all of their workers. The third is to r~quire all individuals to purchase 
insurance for themselves. Whether it's ~e government, employers, 
individuals, or some combination ... for everyone to have coverage, 
someone has to pay. " ,/ 

I ' 
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COOPER: 


Translation: 


. 	 . , '. 	 .. I 
The Cooper plan assumes that between better incentives and government 
help for the poor, more Americans will bJ covered. But individuals can 

I • • 

still decide that health care isn't their responsibility-- it's yoW'S and mine. 

They can still go witho~t coverage, show :up at the emerg~ncy room, and 

shift the cost to those With coverage. Employers can contmue to drop 

workers who are costly, or not cover any of their workforce. In fact, this 


I 

plan encourages employers with low wage workers to drop the coverage 

they now provide-- and let the governme¥ pick up their care. The result? 

After Cooper-style health refonn, 22 million Americans will still be 

uncovered. [Congressional Budget Office, Jul~ 1993] 


.... . 	 I , 
IIn fact, the Cooper plan provides ince~tives for employers to drop 
I 

.1 
I 

coverage for many workers leading CRO to warn of6 million newly 

~M~dA_~~ . I .•.• . 
By providing government vouchers for low-income workers who now 

. have coverage through the workplace, thi~ plan could encourage some 
employers to drop their workers coveragd, knowing the workers would be 

. picked up by the government program. According to the Congressional 
Budget Office, "Enactment of the law is llkely to cause a few eoiployers to 
drop their health insurance plan and alloW the government to assume the 
cost 

. 
of covering theirlow income workerl,." 

I 
[CBO, "Estimates o/Health Care 

. 

Proposalsfrom the J02ndCongress," p. 52, 7/93] " I 
I 

I· 
"lfanindividualloses his job, he can reJainin the HPPC andpay 
premiums himself" ". I' . 

,For milH..... when y.~ lose your jOb'1GU lose your coverage. 
. I 

I 

.' If you lose your Job, this plan does not guarantee you any 

. protection at alL . 


• 	 If you're locked into a job becau~ you don't want to lose benefits, 

you're still trapped. 
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COOPER:: 

. Translation: 

"A national commi;sion will establish a Jni/orm set ofeffective health 
~~" . " I ' 

, "fy J ' 
This plan does not even spec. - mucn less guarantee ­ a 

! 

comprehensive set of benefits, nor does,Iit protect American families 
from exorbitant out-of-pocket costs. 

. '. , ' 

. . '. ." . I . . 
· The Cooper proposal shifts the responsibility for defining the benefits 
package to a National Board -- to be detehnined after the legislatio~ has 
passed and become l~w. How can the public be asked to support a bill 

. when they don't know what health care ~eylll receive? The millions of 

, COOPER: 

Translation: 

Americans who want and need health care reform have made clear that 
· health care refomi ml.lst mean comprehetisiye benefits. 

· This approach does not answer a single ~portant question about benefits: . : 
Which services will covered, and rhich will be denied? 
Are preventive services fully covered? which ones? 
How much is a family liable for i~ a given year? 
Is mental health care covered? I . i 

, I 

What about lifetime limits? 

I . ' 
No A.ri:terican consurnerwould pay up front for a new car, only to have the 

I 

dealership decide later on the type of engine in the car, on the features that 
were,incl~ded, or what ~d of warranteel th~ car came with. There are 
certam things the Amencan people have a nght to know up front: 

. . I 
guaranteed, spelled out benefits are one df them. . 

'I . 
. I 

", .: to discourage inflationary "Rolls Royce" health policies, which don't 
control costs, the bill caps tax deductibility at the cost ofthe lowest price 
AHP plan ... " 

You could be penalized if you pick your own doctor and pay a "choice 
tax" to belong to certain plans or see ckrtain docton. 

, I ' 
, ' 

This proposai doesn't just target the "Roll Royce". it targets the family 
. .station wagon. Millions ofAmericans Jill pay new taxes for the same . 

benefits. By trying to reward consumerslfor choosing tightly managed, 
cost-efficient plans like HMOs, the pro~sal punishes individuals and their 

. employers for any other choices. If you rant to continue to get health care : 
the way you do now -- or to see the same doctor you've always seen .I 

outside of an HMO -- you get taXed. ' 
i 
I 

i 



I 
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I 

. I 
If you choose not to go into an HMO' or HMO'-type organization, 'you and 
your employer both pay new taxes on yo~ health care premiums. HMO's 
are a fine alternative for many Americans~ but they are nQ1 for everyone. -' 
Free choice ofdoctor is an American tradition, and is the only type of 
health care delivery in many areas of the ~ountry. The "one-size-fits-all" 
approach doesn't work for health care, and HMO's are not the best fit for 
many people who don't want to see such rhajor change in their health care. . 	 I . 

Under this plan: 	 I 
• 	 Those who currently have restrict~d choices will find their choice 

is still limited or more limited. I . 

• 	 Those who currently have a free choice ofdoctor will lose that 
choice, or pay a tax to maintain it.I . 

. I. 

COOPER: 	 "Employers ;"i1/ be allowed to deduct the Icost oftire most efficient irea/th 
plans but not tire cost ofexcess benefits 0, wasteful spending. " 

Translation: 	The Cooper plan encourages employers to reduce benefits by levying 
tax penalties on employers that give their workers comprehensive 

. .~ ~~~. . I 	 . 
Does Congressman Cooper consider pres~ription drugs "excessive 
benefits"? Does he consider investments lin mental health and long-term 
care "wasteful spending"? 	 I 

. 	 I
Today employers can deduct the cost of a,ny and all health benefits as a 
business expense. The Cooper proposal would set a "tax cap" at the 
lowest cost plan in the area -- a plan with benefits that are less generous 
than what most people have today. 

So even though this plan says that "indiv~duals would choose", employers 
would have every incentive to force theirl workers into only one plan ~ the 
cheapest plan. 	This trend exists todaY"''Yorkets are increasingly locked . 
into one plan by their employer, forcing them to give up relationships with .. 
doctors they trust. . i . 

I 

I 
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COOPER: 	 "This is financed by . .. reducing the increase in provider fees under 

Medicare. . . " 


. Translation: The Cooper plan worsens today's cost shifting, raising private sector 
I . 

costs and endangers access for Medicare beneficiaries. . 
. I 

. Most experts agree that there is room to slow the growth ofspending in 
Medicare. But responsible lawmakers ana senior advocates believe that 
there are two important conditions: first, !ifseniors are asked to pay more, 
they should get more. And second, if cos~s are controlled on the public 
side, they must be controlled on the privafe side. . 

This plan fails to meet both those conditi~ns: It slows growth in Medicare 
spending, both by reducing rates to providers and by dramatically 
increasing Part B premiums for upper-indome Medicare recipients. And 
yet it dedicates none of that money to ne~ benefits or increased 
protections for seniors ... not one thinaime. .. . . 

Secondly, it slows Medicare spending wibout controlling spending on the 
private side. The result? Private sector hbalth care will continue to be 
threatened by ever-rising costs, as the budgeted public programs shift· costs 
to the unbudgetedprivate sector. secondlas the gap between Medicare 
rates and private sector rates continues tol widen, more doctors will choose 
not to see Medicare recipients, and more Medicare patients will find they . 
have less and less choice ofdoctor as a rdsult. 

BUT 
The Cooper plan gives seniors nothing in return. 

For three out of four senior citizens, presbription drugs are the single 
highest out-of-pocket expense. Million df other seniors, even those with 
comfortable incomes, live with the lurkirlg fear that a serious illness could 
wipe out their savings by forcing them to enter a nursing home. 
.. 	 .. I· .. 

This plan says that many seniors will pay four times more for the same 
Medicare, and iliU.be strapped with huge prescription drUg bills, .s.tlll have . . I . 	 . 
no options for long-term care unless they! want to leave home and move to . 
an institution. 

We believe it is unconscionable to ask seniors to contribute to reform 
while their two most pressing health care concerns -- long-term care and 
help with prescription diugs-- are ignQred. 

I 
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COOPER: ft••• does not include price controls, nor qoes it include global budgets. " 

Translation: This plan does not guarantee costcontJol, nor does it protect 
individuals and families from insuranck premiums that skyrocket 
year after year. 

Competition will go a long way to slow n;maway health care spending, to 
be sure. But today skyrocketing health care costs are threatening 
American families, American businesses ~d the health of our economy 
itself. But what if competition takes too long? What if it doesn't work 
everywhere? . I 

/. 

• I • 

In addition, this proposal does nothing to Iguarantee that rising health costs 
will no longer wipe out our families and~usinesses. Controlling the 

I 

increase in premiums that individuals and businesses pay is the only way 
to protect the private sector from being bcinkrupted by health care. 

Under this plan: 

• The practice of "cost shifting" -- squeezing down on the public side 
and pushing costs higher on thepHvate side-- will continue 
unchanged. 

• Individuals and families now unp~otected from skyrocketing costs 
have no greater protection. . I . 

• Costs will still rise at the projecte~ rate-- or faster: nCBO estbnates 
that, after a few years, H.R. 5936 would leave national health 
expenditures only a little higher ~an they would otherwise be." 
[CaO, "Estimates ofHealth Care Proposals from the J02nd Congress," p. 58, 
Julyl993 ] 

COOPER: ft••• the bill uses strong tax incentives . .. " 

TfllDslation: This plan is an administralive nightm~re; It might as weD be .aBed 
, "the IRS full employment bill". I 

. . . I' 
This plan significantly expands the reach of government bureaucracies and 
government involvement in the workplace. It requires the IRS to 
determine and monitor the low-cost plan IiIi every HPPC region, and match 
. that against spending on health care by eyery employer for every 
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employee. And this adds a tremendous new administrative burden for 
businesses -- particularly small businesses who now suffer tremendous 
administrative burdens -- by forcing themJto keep on top of the "lowest 
cost plan" the wayan investor would follow changes in the stock market. 

: ' 

COOPER: 	 "Deficit: [1995J $14 Billion; [1996J $22 Billion; [1997J $17 Billion; 

[1998] $12 Billion;[I999] $5 Billion" 1 .. 


Translation: 	The Cooper Plan increases the deficit by $70 billion. 
: , I 

This pr~posal doesn't even pay for itself. lIn fact, the CBO/Joint Tax . 
Committee analysis of the plan found that it increases the deficit by $70 
billion in the first 5 years alone. . 

COOPER:. 	 liThe states will gradually assume responsibility for long-term care, with 
greater flexibility to try innovative approJches. " . 
, 	 ,i 

,Translation: 	 The Cooper plan does not address long: term care other than shifting 
enormous federal costs onto the states'1. , .' , , 

The fastest growing item in most state budgets is Medicaid, outstripping 
state'~ abilities to pay for other needed seivices like education and public 
safety. And more and more of those Medicaid dollars go to the mounting 
costs of long-term care. As our populatiob ages and more and more 
Americans live longer, these costs add indreasing burden on both federal 

, ", I 

and state governments.· 1 	 .. 

Today, the federal government contributes at least 50 cents of every dollar 
states spend on Medicaid long-term care; lin some cases, up to 75 cents. 
The Cooper plan says that states should bbar those costs completely on 
their own, a proposition that would b~pt many states. 

, ' 

i 
I 


