"MEMORANDUM

First Lady Hillary Rodham Clinton .| February 4, 1993V
Chris Jennings - :

Dole, Chafee Visit Followmng Senate Democrats Meetlng
Melanne, Steve R '

Following your Senate Democrats Meeting,,you and your staff

are scheduled to meeting with Senator Dole and Senator Chafee
(R-R1), Chairman of the Republican Health Task Force. - Steve
Richetti has indicated that there may be others, in particular
Senator Durenberger (R-MN). ‘

ISSUES TO RAISE

€
[

*  Consistent with the President's appointment of Senator
Dole as one of the four lead Congressional health care
representatives, will look forward to building on what you
feel will be a close and productive working relationship.

* If there are problems, I want to know about it. I will

" be as responsive. as possible. Based on our previous

conversation, I know that this will be a two-way commitment.
. '// o

* Will consult Senator Dole as‘frequently as possible.-

Interested in having a good relationship with not only

- Senator Dole, but with all Republicans committed to
- effective cost containment and universal coverage.

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

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

* They will suggesf that the Administration needs )
Republicans to pass a bill and it would be best not to draw
significant lines of destinction between the way Democrats

~and Republicans are treated.

* Raise questlons about flnan01ng and how cost containment
savings are allocated. »

* Raise questions about legislative strategy, i.e. what

. will be timing and the likely legislative vehicle.

!



The Republican Health Care Task Force Proposal -- A Snapshot

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

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

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

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

Possible problems with this approach:

. 1..By making purchasing alliances both small (100.or fewer employees) and voluntary (no individual or employer must .

buy through an alliance), this proposal significantly weakens the bargaining muscle of the alliance, and their effectiveness
in bargaining with plans.

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

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

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



Cuts for senior programs with no new benefits

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

No clear guarantee of benefits

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

too high-- so what you have this year, you might not have next. Americans can't be sure what they'll get, or what they'll
be expected to pay.

Lets states go it alone

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

as a) costs in that state don't rise faster than in the rest of the country b) state plans generally cover the same percentage . _

of people within the same timeframe as the national average c).the state plan is budget neutral to the federal government
d) the state meets the federal quality and malpractice provisions, and provides similar benefits as the national plans.

By contrast, the Clinton plan allows states to choose a single-payer option rather than a competitive/alliance
structure,but allows no flexibility on insurance reforms, universal access, guaranteed benefits, cost control, or quality

standards.
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SUMMARY OF CHAFEE REPUBLICAN HEALTH PLAN

Overview

}

|
'
E
1

)

The current version qf the plan establishes an individual mandate to

purchase insurance coverage.

of poverty) are assisted to
vouchers to help defray the

according to a schedule es

'savings actually available™.
Medicaid cuts and a tax ca
businesses of fewer than 1
purchasing cooperatives.

Universal Coverage

Low-income individuals (up to 200 per cent
purchase insurance by the provision of

cost of coverage., The vouchers are phased in
tablished in the legus ation, but only "as

The -program is | flnanced by Medicare and

p. Insurance is provuded to individuals and small
00 workers through health insurance

All Americans are required to obtain insurance conforming to the
standards of a basic benef;t package established by a national board

according to parameters e

stabhshed in the legislation (benefit coverage

is fairly broad, but. specnfrcatlon of cost-shanng would be entirely left up

to the board).

A catastrophlc coverage alternative will also be provided.

No employer mandate is included in the bl" but large employers will be

prohibited from dropping ¢

Vouchers will be pro

requirements of the mandate according to the following schedule:

people below S0 per cent
cent; 1998--170 per cent;
above, the availability of tr

urrent coverage. .

v;ded to help low-mcome individuals mest the

1995 --
of poverty; 1996--120 per cent; 1997--140 per
1989--per cent;, 2000--240 per cent. As noted

1@ vouchers is tied to the level of savings

actually achieved. The intention seems to be to provide 100 per cent

vouchers for people at the
if not, the vouchers will bel

Financing

The document states

specified income levels if savings are achieved;
provided at some per cent of the plan cost.

that financing will be provided by reducing the

growth rate in Medicare and Medicaid from 14 per cent per year to 9 per

cent, and by a cap on ded
are: '

uctibility. The specific cuts proposed in Medicare
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Choice of plan will be by individuals, not by businesses. States will be
allowed to establish compr’éting HIPCs.

Topical outline J ‘
o - The topical outline of the plan is summanzed below including the
‘prowswns of the plan not ?escnbed above. ! -

- 1. Insurance market reform Includes the standard insurance reform
proposals, e.g., no pre-exlstmg conditions, guaranteed acceptance etc.

| ;

. HIPCs. | i

. Computerized, standardized and simplified information and data. A
new Federal Administrativl'e Standards Board will be established.
IV. Malpractice reform, including: mandatory alternative‘dispute
resolution, limits on non-economic damages limits on attorney's fees to
20 per cent of award practlce gunde ines.

V. Individual mandata Phased in based on the achrevement of savings and
the availability of low mcome vouchers. "
VI. Larger emplo;rers. :

_~ ‘|‘ !

VIl. Tax cap. Cap applles to both the employar deduction and the employee

exclusion. ~ o |

A o :

VIll. State and Federal Certification of AHPs.
1 .

X.  Anti-trust reform. | | .'
|- : |

X Medicaid mclusron in fthe HIPCs. Phased-m accordmg the

recommendations of an’ HHS study.

XI. Ditto for Medicare. J | !
| o |
| !

Xll. Low income vouchers, phase-in. ‘
: 1 ?
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EMORANDUM

TO: Hillary Rodham on : 1 March 19, 1993
FR: Chris Jennings |
RE: Senator Chafee' tements on gun control

cc: Melanne, Kim Tilley, Steve R., Ira, Christine, Steve E.

| |
N .

- Following up on your request, attached is a copy of Senator
Chafee's complete April| 30, 1992 Senate floor statement regarding
guns and their impact on children, education, and health care.
Also atteched is a June|9, 1992 Washington Post Op Ed piece by
Senator Chafee that nicely summarizes the much longer statement
and outlines his intention to introduce legislation to ban the
sale, manufacture and possession of ALL handguns.

Both statements cite a 1991 Advisory Council on Social
Security estimate that concludes that the overall health care
cost of firearm injuries (from initial,  emergency room care and
accompanying hospital stays amubalance services, follow-up
visits, and rehabilitation) is more than $4 BILLION a year.
51gniflcantly, 86 percent of this health care treatment tab is
underwritten by government sources. The dollars spent on each
gun shot injury averages out, according to Chafee, to be
approximately $16,700 per patient.

i
i

The two Chafee statements were faxed today to Congressman
Reynolds' office. Judging from how quickly he was to jump to
publicly recount your (personal and I thought private) general
support of the concept behind his legislation (in particular, the
provision to tax.guns and ammunition), I am sure he will follow-
up with your suggestion to hold a conversation with Senator ‘

Chafee. i
{
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 STATEMENT BY SENATOR JOEN CHATEZ IN THE U.S. SENATE
REGARDING GUNS AND CHILDREN, EDUCATION, AND REALTH
~ April 30, 1892

On Tuesday, the Senate spent 4 hours debating the matter of
whether or not to approve the minting of new coins. Yet on that
day, as is the case every day, an average of 27 adults and

children across the country were killed by handguns, and 39 went
to the hospital to be treated for handgun wounds., Of these 39
patients, some will be permanently and severely disabled; others
will go back to their homes and family, wondering what type of
society they live in where handguns are jso commonplace.

We have many demands, challenges, and problems facing the
Senate and our nation: and we need to spend far more of our
valuable time and resources focusing not on parochial or political
matters, but on those which are the most critical to our natiohal
well-being. f _

Two among the most pressing issues before us stand out: 1)
the need to improve the quality of our education; and 2) the need
to reduce the costs of our health care.: But tied inextricably to
rrogress on both of these matters is recognition of the costs
placed on each by our nat;onal firearms policy; and that is what I
wish to spend some length of time discusszng this afternoon.

If we hope to achieve progress on educat;on, it is imperatxve
that educators be able tp spend their time and theilr resources on
their principal task: educatlng our young people. Likewise, if we
are to move forward on health care, it is critical that we ensure
that our population is as healthy and fit as possible, and thus
reduce the demands for expensive health care services.

Yet tcday, educators are dxstracted from educatlng,*and
pupils are distracted from learning, by the ever-increasing and
fr;gn*enlng rresence oflhandguns within, our schools. And our
efforts to hold down health care costs literally are being shot
down by the more than 54 billion required to be spent every year
on the ghastly woundings and deaths from handguns.

1

How many handguns are there in this country? It is estimated
that there are roughly 66 million of these deadly weapons in the
U.S. today. In 1982, there were “only” 53 million. That’s a 25
percent increase in tenlyears' Accoxdﬁng to the Bureau of
Alcohol, Tobacco, and Flrearms (BATF), we can expect to add 2
million handguns every year. That is hardly a comforting thought!

| 4
Handguns =-- these guns 5o easily concealed under a jacket or
in a shoulderbag =-- cause untold damage and suffering in this
nation. The statistics are staggeringﬁ frightening, and shameful.
‘} f :
‘ 1
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Every year, handguns are éstimated te be!involved in at least

10,000 murders and 15,000 woundings -- that translates to about 27

persons killed and 41 persons injured every day! Every year, we

set a new record in handgun deaths: since 1988, handgun murders --

which represent 75 percent of all firearms murders -- have gone up .

each year by nearly 1,000|deaths. |
[

Handguns are involvep ‘in an average of 33 rapes, 575
robberies, and 1,116 assaults every day. | Handguns are responsible
for 70 percent of all firearms suicides, about 3,200 ¢of which
every year are teen suicides, and it is a disgusting, ‘terrible
fact that these guns constitute the most efficient, effective, and
lethal suicide method. f r

I.|GUNS AND snucaé:on

Yet access to handguns has become eas;er, not more difficult;
and their owners, youngerf Children not yet old enough to drive
are matter-of-factly carrying guns on their person every day.
Children take guns to sch?ol as if they were lunchboxes; they go
to gun-sellers, not to their teacher, to;settle a fight with
ancther student; and they(bring guns, not toys, to classroom Show-
and-Tell,

Can children obtain!han&guns? The énswer clearly is “yes.”
In 1989, in a national student survey, nearly half of all tenth-

- grade beoys and about one- phird of eighth-grade boys said “yes,”
they could obtain a handgun. Eighth-graders are 12 years old!

Not only do these y%ungsters carry guns, they take these guns
to school. Five years ago, an estimated! 270,000 students carried
handguns to school at least once; and roughly 135, 000 boys -- whom
research reveals are far mcre likely than girls to choose gquns as
their weapon -=- carried guns to .school every day.

Since then, the problem has become worse According to a
1950 natiocnal survey, one]out of every 5! eighth-graders says that
he or she has witnessed weapons at school. That should come as no
surprise, considering the number of youngsters that “pack a gun”
to go to school. 1In Illincils, 33 percent of high school students
have carried guns to schﬁol. Texas reports that 40 percent of
eighth- and tenth-grade boys who were surveyed had carried & gun

to school at least once.

Nationwide, a full nineteen percent,of some 11,000 students --
again, one in every 5 students -- surveyed by the Centers for
Disease Control admitted mhat yes, they had carried a gun to
school just in the past month. |
I find these statistics to be absolutely stunning -- and
incredibly depressing. We’re talking about young children!

pa3
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Given the number of| gun-toting youngsters, it is no wonder
that gun incidents at school are becoming far more fregquent.
California officials have reported a 200-percent increase in
student gun possession xncidents between 1986 and 1990; Florida,
,too, has reported a sharp jump in student gun incidents. Here in
the Washington area, in nearby Prince George’s County, 23
incidents -- more than twice the number 'of last year -~ involving
guns on school property have occurred since July, and this school
year is not over yet:

. o .
In nearly every instance these guns were handguns.

[

Right now, there is| so much violence, and so many guns, at
schools that some students are scared to go to school. According
to the Department of Justlce, 37 percent of public school students
nationwide fear they will be the subject of an attack at or on the
way to school. So what do these children do°

One method of protect;on is simply to stay away from school,
and some children do. An Illinois study reports that one in 12
students is so scared of!someone hurting them at school that they
are staying home to avoid facing that risk. :

But students can’t %lay hookey forever, and another,
increasingly popular, way students conquer their fear is to carry
a handgun for “protection.” They take their new-found security
blanket to school; &and the presence of that gun in turn feeds the
very fear it was meant to assuage. Other students are driven to
take their own “protective” measures; and the horrible ripple
effect goes on. 1

The end result? OuL schools, designed as places of learning,
-now are -becoming places of tension and violence.“ It -has come to
the point where many urban schools conduct random gun searches,
and gafety drills include dropping to the floor at the first sound
of gunfire. Meager school budgets must find money for metal-
detectors. That is the 1ast thing on which our schools should
have to spend limited resources -- those funds should be going
toward textbooks, more téachers. or classroom and sports
equipment! .

But what choice do |school administrators have? Children are
learning to believe that| guns are a way 'to resolve their problems.
In earlier times, a student dispute might mean a fistfight after
class. Now the gquarrel of en is settled == quite openly -- with a
- gun. Just over a month ago, & l6é-year-old boldly walked into a
Potomac, Maryland, high scﬁool chemistry class and fired his
handgun at point-blank rance at his intended student victim, who
somehow miraculously escaped the bullet.
|
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This is an ever-more| common pattezn: Look at Jefferson High
School in Brooklyn, where|in the course of a dispute, a student
killed one teen and another young “innocent bystander,” bringing
the death toll -- a death|toll for schools?? -- for this school
year to 56. Look at the Crosby, Texas, high school, where a 15~
year-old girl shot a 17-year-old boy in the lunchroom for
insulting her. Look at the third-grader in Chicago who pulled a
handgun from his bookbag’ and shot a student in the spine. Look at
the ll-year-old in Clznton, Maryland, who brought a fully loaded

.38 caliber reveclver to school to “impress his friends.” And look
at my own State of Rhode Island, where three weeks ago police
confiscated a handgun from a 15-year-old*junior high school boy
who was waving it in front of other students in the school
hallway.

{

“We‘ve never seen a|year like 1991-92, says the ‘head of the
National School Safety Center, referring to new highs in school.
gun violence. %

No wonder 10 percent of parents at'every income level worry
about their children’s phys;cal safety. | No wonder a recent “Dear
Ann landers” column on guns in schools provoked mozre than 12,000
responses from angry and |worried parents, and resulted in a second
day’s column devoted solely to the prlnting some of these
responses.

!

Children who are noL yet 18 years old are becomlng inured to
the violence that is not(only on the streets, but in their
schools. They are becom;ng accustomed to the notion that guns
help you get what you want ~= be it an added measure of safety,
new :espect, or some quzck cash., 1It’s just business as usual.

That acceptance is dangerous. We cannot afford to bring up
future generations-who are hardened -and deadened to a culture of
violence. l |

Let me share with my colleagues a story so bizarre, so
horrifying, that it Seems more like a fiction than fact. 1In my
State of Rhode Island, Just a few weeks ago, a teenage boy was
given a clasge assignment| to “write an interest;ng story.” The
three-paragraph essay hel turned in was entitled “Man Killer.” It
consisted of an interview with his l4-year-old friend about what

it felt like to kill a chal shopkeeper. Let me read (verbatim)
the first few lines: |

l
“WHAT IT FEEL LIKE THINKING HOW A KILLBR FEEL LIKE. WELL,
IT FEEL NORMAL, SRIDETBE *KILLER.’ 'ITS JUST LIKE STEPPING
ON A COCKROACH... I FEEL BAD FOR THE GUY SAID THE KILLER.
BUT I HAD TO DO IT "

o
The boy’s teacher, uneasy, and not sure| that the story was
i
i

i
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actually fiction, turned the paper over éo the police. With i¢,
they were able to arrest the ld—year—old’suspect.

I warn my colleagues: increasingly in our schools children
are exposed to guns, chilldren are becoming used to guns, and
children are using guns. | And these are ch;ldren -= gun use can
start as early as at eight years old. ;

This is appalling. }We are desperaéely trying to improve our
educational system, 5chools, already burdened with many '
responsibilities, have more than enough problems to deal with
right now. We have youngsters with learning difficulties,
youngsters who don't get(enough to eat, youngsters with drug
problems, youngsters from totally shattered families. And now it
appears that we can’‘t even guarantee children a safe place to work
and learn. This is. cutrfgecns' And it is simply intolerable.

How exactly are children to learn anyth;ng if they live 4n
fear of walking down thel hall and walking intoc some fatal,
senseless dispute? Thew can‘t. If we can’t even guarantee
children, parents, and geachers that they will be safe in school,
any new and innovative ways of improv;ng our education system will
be useless. ,

Is this the way our nation becomes competitive? 1Is this the
way we prepare for the next century? No

IIL GUNS AND HEALTH CARE

Let me turn to the]cost exacted by guns to our health care
system, { {

Gun-related vzolen@e is choking city emergency departments,
hespital-resources, and| indeed our entire health care system, We
pay deariy -- not only in terms of monies, but in terms of
precious time and resources =- to patch up those who have been
shot by a gun. Often, the more serious the wound, the higher the
costs =- and the hlgheﬂ the likelihood! that the person won't make
it. Bone-shattering, nerve-cutting gunshot wounds and gunshot
deaths place ineredible stress on our health care system and are
major contributors to ﬂts escalating costs.

What are the health care burdens,and costs associated with
gunshot wounds? Let’s take a look at the number of firearms
deaths and firearms injuries.

How many f;rearmerelated DEATHES do we suffer each year?
Thousands: about 60 percent of the 23,000 annual homocides are
firearms-related, and 75 percent (or around 10,000) of these
invelve handguns. And,these account only for those deaths that
are willful and intentional; adding in the accidental firearms

1
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deaths boosts the annual number by another 7 percent (or 1,500).

Now let’s turn to firearms INJURIES. According to a 1991
General Accounting Office estimate, every year more than 65,000
persons =-- 180 per day -% are injured seriously enough to be
hospitalized for firearms injuries. About 12,250 of these are
estimated to be victims of accidental injury; the remaining 53,000
or so are thought to have received intent;onal injury.

(I want to again emphasize here that handguns play a
particularly prominent rple in firearms'deaths and injuries. 1In
1990, handguns were the weapon used in at least 10,000 murders,
which is about 43 percent of ALL murders .As for handgun
induries, an estimated ﬂs 000 persons are shot and injured by
handguns during the cougse of a crime; virtually all -- 85.5
percent =-- of those wounded required medical attention and care.)

J

: These injuries place a huge burden on health care providers,
“We used to See one or two major trauma victims a day... usually
car accidents or falls,? says the chairman of the emergency
medicine department at a major California hospital. “Now, we see
probably four to eight every day, and of those, 30-40 percent are
gunshot wounds or stabbings... The other evening, we had five
gunshot wounds in three]hours, and the jages were 12, 15, 16, 19,
and 22.” An emergency room doctor in New York adds: “Knives are
passe. Today, everybody has a gun... As proud as I am of the
advances of trauma techhology, I must tell you that the weapons
technology has outstripped our therapeutic skills.”

Emergency rooms and hospitals provmdang trauma care are
reeling from the added demands of gunshot victims to the
overwhelming caseload they already carry. One-third of community
hospitals now are reporting “emergency,department gridlock” at
least weekly. Gun wounds increasingly contribute to this turmoil.

No wonder the Ameéican Medical Association, the American
College of Emergency Pstxc;ans, and Qhe Emergency Nurses
Association all endorse handgun control provigions. Their members
have the grisly djob of|cleaning up the bloody mess of gunshot
wounds. , ,

The financial drain caused by this carnage is staggering. A
1890 Bureau of Justice Statistics report concluded that €8 percent

of victims of handgun injur;es incurred during a crime required
overnight hospital care, 32 percent remained in the hospital for B
days or more. Hospitals are among the most expensive venues for
health care services in our system! :

Hence, the ccstslassoczated with gunshot wounds are
tremendous. Eight years ago, data compiled by three researchers
at San Francisco General Hospital calculated that the hospital

i
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bill for patching up gunshot victims -= 80 percent of whom had
handgun wounds =-- ranged from $359 to 564 470 per patient. The
average cost was $6,915; and the average 'stay, 6.2 days. '

Recent data, compiled in the past few years, reveals even
greater costs: the American College of Emergency Physicians
reports that based on data collected at a major hospital during
the 1989-91 period, the cost per gunshot ‘'victim ranged from $402
to $274,189. The average cost? §9,646.) The average stay? About
7 days. Another study, conducted during 1988-90 at the University

of Arizona Emergency Medﬂcal Research Center, concluded that
gunshot costs ranged from $5,800 to $125,300 per victim. RAgain,
the average cest per gunshot victim was hzgh $16,704.

Think of that: if the average cost 13 $16,704, and the
estimated number of total gunshot inju:ies is 65,000, the annual
cost of hospitalization for firearms injury is at least $1.1 :%ﬁ;
billion. And this amount does not include additional charges,
such as those for physiclan services, ambulance services, follow-
up care, and rehabilitation.

This is an important point: health care for gunshot victims
does not stop when they are discharged from the hospital. For
some, it is just the beginnzng In too many cases, the bullet or
bullets cause permanent damage for thCh intensive rehabilitation
is necessary.

Thus, up the costs !go again, S;nce firearms are responsgible
for a substantial number of all traumatic spinal cord injuries,
let’s take as an example spinal cord mnjury rehabilitation. At
cne typical rehabllztatﬂon center specializing in spinal-injury
treatment, a full 35 percent of the spznal patients are gunshot
victims, second only to |the 40 percent of auto victims. The
" center’s daily -- DAILY|-- per patient rate for care is $1,500.

|

How many days do these patients stay° Depending on how fully
or cleanly the bullet has severed the spinal cord, the spinal
injury patients suffer partlal or complete pa*alys&s Paraplegic,
or partially paralyzed, |[patients usually receive around 75 days of
care, during which time;they receive intensive occupational and
physical therapy. Cost: $112, 500. Quadriplegic patients, those
paralyzed in all four 1imbs,'usually stay for 5 months. Cost:
$225,000. This cost is!;ncurred,ln addition to the $100,000 that
is commonly required for acute care of such serious indjuries.

Amazingly, and sadly, fully half of the gunshot spinal injurwy
patients are under age 25 |

When you add up the costs, from the initial emergency room .
care and accompanying hospital stay, to the ambulance services,
follow-up visits, and rehabiliation treatment, the overall cost of —

/
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firearms to our health caFe'aystem is coiossal: an estimated $4
billion, according to the Chair of the 1991 Advisory Council on
Social Security. . ‘ F

Who pays this monumental bill? Who else? -- the taxpayers.
An estimated 86 percent of the staggering costs associated with
firea:m injury are paid by government acurces.

What people Jjust don t seem to realize, or to think much
about, is that guns are as significant a cause of harm, and
expense, to individuals gs are motor vehicles. We hear quite
often that injuries are a leading cause of death in the U.S., and
that motor vehicle injuries account for a significant portion of
these injuries. Yet mcst don’t realize that guns rank right up
there with motor vehlcles

According to data compiled by the Injury Prevention Network,
32 percent of all fatal injuries are caused by motor vehicles;
firearms follow in second place with 22 percent. Combined, the
two account for over half of all injury=-related fatalities in the
United States. !

In fact, 4in 1890, fﬁrearms overtook motor vehicles to claim
the dubious honor of being the leading c¢ause of injury-related
death in lLouisiana and (for the first tlme) in Texas. 1In other
words, gunshot wounds in}those two states cause more deaths than
automobile accidents. And while the incidence of motor vehicle
deaths is going down, that of firearms deaths is going up.

Let’s face the facts: guns cause great physical damage. That
damage, in turn, 1s forcing the ‘ever-rising costs of health care

up, up, up. i
_III. SUMMARY: WHAT CAN WE DO?

In sum, we have scared children, Qe have scared parents, we
have terrible, bloody vﬂolence, and we have terrlble gun-related

health and societal costs. ;
|

It’s time to wake up. This is a matter that affects all of
us., There are many who!think' “Well, that gun problem is limited
to thuggish drug dea*ers killing other drug dealers, and anyway,
it only happens in those low-income neighborhoods.”

To those who comfaLt themselves that this is someone else’s
problem -- a low-income neighborhood’s problem, an urban problem,
a2 minority problem -- to them I say, “Wake up!” We all need to
care, and not just because the problem is spreading, but because
we’'re talking about children to whom we as a society have a
responsgsibility.
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Other industrialized nations do not, tolerate handgun
slaughter. Canada, whlch like the U.S. has a Wild West, pioneer
heritage, has stronger gun control laws and an annual firearm=-
related death rate of around 1, 400 -- only about 180 of which are
gun homicides. Those statist;cs are much higher than those in
European nations, but they are negligible in comparison to our
23,000 firearms muzrders. | As for handguns, less than 300,000
Canadians own one. We Americans own 66 million, and if handgun
manufacturers like the Jennings family have their way, we can look
forward to being flooded jwith thousands more cheap $35 models in
the near future

Guns cause terrible|damage in this country, yet we do little
to prevent it. BHave we simply become accustomed to the killings?
Are we compliant w;tnesses to the “terrible stillness of death” --
as one witness to a vioclent shooting called it ~- now being heard
around the country’

i
H

I think -- I know -= that this country must not be. We are a
caring nation; a nation of people who are appalled at these acts
of devastation. We must not become inoculated to such violence.

I am going on record today to say that more must be done ==
and I'm talking about measures to restrict the incredibly,
insanely easy access to guns in this country. I am working on a
proposal that I consider|to be the best solution, and intend to
present it to my colleagues shortly, in the coming weeks. It is
time to act. We cannot qo on this way .

pig
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John H. Chafee

Ban Handguns!
Recently, the Senate spent an entire day
debating whetber or not 10 mint new coins.
Byxheendofthatday.asoocverydzyo{t}w
year, a tota) of 27 chikiren and adults nation-
wide were murdered by haodguns: and an-
other 33 used a handgun to take thex own
lives. Dozens of others were grievously

-wounded-by-bandguas. .. . __
What are we gomg to do about this shugh-
ter? One suggestion—a good one—is 3 aa-
tiona} waiting period before the purchase of

a handgun. However, the situation we face ress on either matter without recognizing
demands much more than the screening of  the costs placed on each by our current

o shut off the spigot that is  handgun policy. 1t is truly shocking—and
mwmsgu;dhm h:ﬁd'g(m each  iotolerable. Today, edocators and chuldren
year wto our society. : sre distracted by the (rightening presence of

Few of va—inchuding myself, until | had the  handguns m our schools. And efforts 10 hold
opportrsty 10 stidy n—readize the extraordr down health care costs are being shot down

nary extent (o winch W*phy»m-wuh—bvqbe—bmions,otdollarstﬁwmh-ol_dange

bandgun on school grounds. No wonder a
recent "Dear Ann Landers™ column on guns
in schools provoked more than 12,000 re-|.
sponses from angry, worned parents.

How iromic: We are despecately trying to

smprove our educatwnal system, yet bow can
chidren learn if they are afraid of walking

The financial drain caused by this car nage

is staggering: Tlxe/ccst of a gunshot & yury
averages $16,700 per patient. And - osts”

don’t s10p upon discharge from the hoa pital;

there are bills for follow-up care, medic aticn .
and rehabilitation treatment (iriitial ret abib--
tation cos1s for spinal cord trauma, & com- -
. mon_gunshot injury, range. up to.$27(1,000-
per patient). When added up, the orerall.
health care cost of firearms is colossal: more-

than $4 bilbon annually. Who pays? Ar ‘esti-
moated B6 percent of this bill & pad.-by
govermmnent—ie., the taxpayers. -

I shartty will introduce legislation by xing
the sale, manufacture or poasession of yand-

|

iy efforts. We have a whopping 66 caused by handgun wounds.
m% in the United Stxtes, more Five years ago, an estimated 270.000
than twnce the 31 milbon of 20 yearsagos and 2 students carnied handguas 10 school at least
malbon more of these deadly guns are added to  once; today, it is worse, There are so many
the arsenal each year. Handguns, so easdy handguns in school that some students are
avaizble and so easlly concealed, are pushmg  afraid to go to school. What do they do?

owr violent death rate to levels unheard of in Mapy turn to a handgun of their own, which:

this naton, ket alone overseas: and each year  feeds the very fear it was meant to assuage.
they are tnvolved i hundreds of thousinds of  This horrible ripple effect carries oo up to
rapes. robbenes and assaults, - school admunistrators, who must find momes

There isa't a citizen in this nation who in meager school bodgets to purchase
isay wormed about two cnucal mavonal  $4.000 metal detectors instead of texthooks.
peeds: improving our educaton system and Bat what choice do schools have? Earlier,
reducung the costs of our health care system.  a student dispute might mean 3 fisthght:
But it 18 well-aigh impossible to make prog- now, the quarrel often is settled with 2

into some fatal dispute? § we Can't guaran-
tee safety m school, innovative ways of
improving our educaton system will be use-
less. Is this the way our nation waats o
prepare for the next century?

Health care. another national priority, suf-
fers equally heavy costs. The tens of thou-
sands of bone-shatterng. nerve-cutting gun-
shot wounds place incredible stress on our
health care system and are major contribu-
tors (o its escalating costs. Urban emergen-
<y rooms are {looded with gunshots injuries,
And demttéL. emergency teams’ hard work,
weapons techuology 1 outstripping advances
m therapetitic skills, as one physicans noted.

guns (with exceptions for faw- enfory qnemt
and licensed target clubs). A-radical § opos-
al? Hardly. What I woald -call rad zal i
allowing the terrible status quoto con nve..
~ There will be those who-will argi » that -
there exists a fundamental . constil Aioaal.

DS -

right to bear arms But if there is oge ..

argument that is utter nonsense, this is t.
Not only have its proponents pot read their
Constitution lately, bat they haven't followed
more than 50 years of remariably wnani-

. As for those who will argue that handguns .
s the -home are needed for protecti
_haven't reviewed the borrific statistics’ dej:

tailing that handguns are far, far more’ likely
“to kifl s loved one than an introder, = -
- Soooer or later (and I believe soonen
rsther than later), bandgun violence GAl)
‘touch the lfe of sameone m every American
famiy. Handguas, when introduced into the
aiready volatile mix of conditions that eadto
-violence, nct 23 2 match 10 dry powder. § |

It ia time 1o act. We cammot go on Gie Wi,
Ban them! C £ i

mous court holdings against that erroneons
supposition,

; they!:

" The soriter is a Republican senator -
Rhode Island. . from

A
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S8ENATOR JOHN CHAFEE (R-RI)
HEALTH EQUITY AND ACCES8S8 IMPROVEMENT ACT (8. 1936)

l
Overview: ;
Tax change for 1nd1v1duals and bu51nesses, reformed insurance
regulation for small bu51nesses purchasing groups for small
businesses, pre- emptlon\of State managed care laws, optional
State expansion of Medlcald to cover low-income individuals,
medical liability reforms. |

Major Elements:

|
Would expand access through: tax credits for individuals to use
to purchase health care |[services or insurance and for businesses
which begin to cover emgloyees and dependents; tax deductibility
of health insurance premiums; State options to expand Medicaid to
cover low-income individuals; expansion of funding to community
health centers and to other rural health care delivery; reforms
of insurance regulation.| |

|
Would reform the medical‘liability system through Federal pre-
emption of State tort laws and would create systems to encourage
early settlement of dlsputes.

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

Would create purchasing groups and would reform regulation of
insurance for small businesses. Would create a waiver board for
Medicaid, Medicare, and PHS grants for State-wide demonstration
programs to increase de11very of care, control costs, and assure

quality. 1

Financing: ;

!
No financing mechanisms are included. During the 11/7/91 press
conference, Senator Chafee estimated the cost of this bill to be
$150 bllllon over 5 years, including the cost of the tax credits
but not including off-sets from preventive services. .

Groups Affected: ' i

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

States, plaintiffs in malpractlce claims.
|




Cost Containmeht: v ;

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

i

Quality:

.
i

Would pre-empt State managed care laws that limit utilization
review. Waiver board could approve demonstratlons to assure
quality. Would reallocate prov1der llcen51ng fees to agencies
responsible for llcen51ng and discipline and would grant 1mmun1ty
for state health care practltloner board members. Would require
States to have risk management programs and would redistribute
awards for punitive damages to a fund to provide resources for
disciplining and for consumer protections.
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SPEECH BY SENATOR JOHN H. CHAFEE
The American Health Care Association
Washington, D.C. May 12, 1993

Thank you for including me in your symposium. Your agenda is

an impressive one -- you should come away from this conference with

a good sense of the d;recF;on health care reform is taking, as well
as how nursing homes will be affected.

Health Care Reform will prove tc be the most arduous and
dramatic domestic policy undertakxng in the last fifty years, and
it will affect all Amerlcans The American health care system has
considerable strengths, but it also has dxstressing flaws.

What are these flawé? Seems to me therse are three. Pirst,
the cost of health care and health insurance is becoming a mounting
burden on many individualls and our national budget. 1Individual
premiums, copayments and charges are soaring. The government”s
share of the health care‘blll -- $230 billion in fiscal year 1993 - -
represents a full one—sxxth of all federal spending. Not an
auspicious fact for def1c1t hawks .

You know the BtatlSélCS‘ America spent $752 billion on health
care in 1991 -- 13.2 percent of our GDP. . The Health Care Financing
Administration projects that, left unchecked, U.S. health care
spend;ng could climb to 32 percent of GDP by the year 2030. While
in 1891, per capita spend;ng on health care was $2,868 -- in 2030,
it would could be as mucq as $48,000 for every man, woman and child
in America! The nation cannot sustain these costs.

Second, appropriate medical care is simply unavailable to
millions of Americans. We are pretty familiar with the
discouraging gaps -~ 37 mllllon of our fellow citizens are without
medical insurance. In addltlon, many poor and disabled who are
covered by insurance -- I am referring to Medicaid -- have
insufficient health care)because there are no doctors to see,
especially in rural and inner city areas.

And third, because businesses must  include their large

employee health benefit expenditures in the price of their

products, health care cogts are erodxng our competxtxve position
internationally. It was|reported in last Thursday’s (May 6) New
York Times, Robert L. Ozment, director of insurance at Ford Motor
Company, s ald his company spent $1.35 billion, or 19 percent of
payroll, on health beneflits for active workers, retirees and
dependents last year. “That is more than the $1.1 billion that
Ford spent on steel," he said in an interview.

What is the answer? The answer is that we all need to change.
Providers will need to make changes in the way they practice
medicine, and we as consumers will need to accept changes in the
way we get medical care. '

It is difficult for me to discuss the details of the
1

I 1
J
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PrBBldent &8 plan, as many| key decisions hava yet to be made. You
are fortunate to have Judy Feder here later this morning, to shed
some light on deliberations at the White House.

1

I will £ill you in on the Republican plan.

You may know that in July 1990, I was asked by Senator Dole to
establigh and chair a Task Force to help.all Republican Senators
develop expertise on our |nation”s complicated health care system,
and to begin the search for solutions to the problems that plague
it. Thlrty~five Republxcan members of the Senate are and have been
participating in the endeavor.

After a year of work, in the fall of 1991, T was joined by
twenty-three of my Republlcan colleagues in 1ntroduc1ng legislation
that we believed was an achxevable first step in reforming our
gsystem. That program lnpluded insurance market reform, the
establighment of small group purchasing ‘organizations, medical
liability reform, repeal|of state mandated benefits, repeal of
state anti-managed care laws, creating equity in the tax code,
redustion of administrative costs, expansion of community health
centers, and otherx elements.

Soon after Lntroduétlon, however, I and many of my colleagues
were corcerned that our bill did not do enough to control health
care <osts. We have spent coneiderable time discussing cost
containment options, and many of us believe that a managed
competition approach is the route to take.

It is a bit awkward for me, as the leader of the Republican
group, to divulge the prec;se details of our plan, while I am still
trying to build and maxntaln consensus behind a strong idea. So I
will aveid premature dlsclosure right now, but will give you an
indication of what our proposal will look like by outlining the
pitfalls likely to be encountered by any reform proposal. I do
think it is fair to saylthat our bill will focus less on "managed,"
and more on "competition." i

Obstacles to enacting a health care reform proposal will not

~be found on the Republican side of the aisle. The potential for
trouble is evident in the fact that, although the Democrats have
controlled both houses of Congress since 1986, any congensus on
health care reform has and still eludes them. When the President’s
plan -~ which we ant101pate to be based on managed competition,
with some form of exterpnal price controls -- is presented to the
Senate, you will surely see objections fram a number of Democrats.
There may well be some [in the liberal and some in the conservative
wing of the party who will not be ablé!to support it.

|
In neither house of Congress have the -Democrats been able to
coalesce around a single health care reform proposal. Although the
Democratic leadership in the House and Senate, for the time being,
are deferring to the Presxdent on this issue, there is still

support among many Democrats for other types of reform.

i
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j |
In early March, a gr%up of 4 Bamocratic Senators and 54
Democratic Members of the House introduced a Canadian-style, single -

payor bill. This same group disavows the managed competition

proposal which is the basis of the President’s reform package.

On the other hand, prmce controls and mandatory employer
contributions will cause rebellion amongst the conservative
Democrats, with their small business constituents. Thus, for any
program to succeed, bipartisan cooperatmon is required.

To me, the managed competition approach has appeal because it
allows competition within set boundaries of benefits and with
standards for insurance. |

Proceeding with managed competltlon is going to present all of
us with some extremely tough decisions, hcwever.

For example, managed competiticn revolves around a single
uniform benefit package wh;ch will be applied nationwide. Who will
set that package -- Congress or a Federal Board? More importantly
to you, however, is the issue of whether or not long-term care
coverage will be included. ;

Both Democrats and Republicans would like to address the-
issue, and both parties are considering a number of options.
Clearly, cost will be one of the blggest factors in deciding how or
whether long-term care lsaincluded in reform. Republicans would
like to see long-term care provided in the private sector for those
who can afford to purchasﬁ long-term care insurance.

Toward that end, we 'are considering changes in the tax code
and in insurance marketing practices in an effort to encourage
individuals to purchase insurance, and to encourage insurers to
market long-term care products. Can we deduct the cost of acute
care insurance - it’s not clear about the deductibility of long -
term care insurance. Just how we will deal with low-income
populations has not been resolved. !

Back to managed competition...is Congress willing tc limit the
amount an employee can count as a tax-free fringe benefit? It is
not so politically dlfflcult to limit employer deductibility of
health insurance premiums. But capping employees is a different
story. The UAW will hardly rise and cheer for that! Yet tax
exemptions only for the ﬁalue of the standard benefit package is at
the heart of managed competition. ;

What, if any, will be the contribution required from the
employer? President c11nton seems to have advocated that employers
pay a substantial amount of the premium, maybe 80%. That will have
a serious impact on small businesses. We must be cautiocus in how
we approach this issue.

More tough decisions. Will we be willing to undertake medical
i
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liability reform, which ig critical to bfinging health care costs
under control? I believe that it mst be included.

Are Americans Qilling to accept a health care system whlch
would 1limit choice through managed care?

What happens to Madicare, Medlcald,,and Veterans health
programs under managed competition? Are these all changed to
conform to the standard package? My choice would be to phase these
populations into the same program as private patients.

Are we willing to raise taxes to finance care to those who -
remain uninsured?

Many of us worrv that the costs of health care reform are not
being considered adequately as the President presses ahead with his
economic recovery programs. He is tapping a variety of new or
additional sources of revenue -- such as, increasing the persocnal
and corporate rates, xtgndlng the Medicare payroll tax, making
cuts in Medicare benefits -- but none of this money is for health
care reform, which has been projected to cost as much as $100
billion per year when ful;y implemented.” It will all be absorbed
by the time health care reform cones along

On top of the great|need to find a way to finance a health
care reform proposal, Members of the Senate Flnance Committee also
must grapple with a budget reconciliation bill in the coming
nmonths., We are charged w¢th finding $35 billion in spending cuts
within our Committee s jgrlsdlctlon. The bulk of these cuts will
likely come from Medlcar?, and to a lesser degree -~ Medicaid.

According to the Congresaional Budget Office, we can achieve
'$1.75 billion over the next five years by tightening Medicaid’s
estate-recovery processes, and limiting the ability of individuals
to transfer assets in order to qualify for Medicaid long-term care
coverage. I would like to be able to tell you not to worry about
the elimination of :eturn on equity payments, but given the level
of cuts that must be achieved, I wouldn't count anything out until
the ink from President Cﬂxnton ] s;gnature is dry.

In addition, there are a number of spending items that many of
us would like to see included in a budget reconciliation package,
not the least of which 1s the elimination of the 3-day hospltal
stay requirement. Needless to say, thls is going to be a difficult
year.

Back to the thornyjlssues of health care reform. Perhaps the
most politically volatilp issue of the health care reform debate
will be how to contain costs. On one end of the spectrum we have
pure regulaticon ~- price setting for phylezans, hospitals, and
other providers. On the'other end we have plans relying on pure
competition and consumers to control costs.

Although President Clinton has ambraced the concept of managed
competition, he has stated that he will also use & nationwide

I
i

¢
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budget to contain health care costs. The Republicans oppose this.

If total medical expenditures are capped and the caps are
enforced, difficult decisions would have to be made about what
services would be covered, who would benefit and how cquickly. The
word “"rationing” emerges. Clearly, under such a system, Americans
who now enjoy unlimited coverage would experience some reduction in
benefits or services. |

There will be a big| push this year to get health care reform
enacted, but I fear one year may be an overly optimistic goal.
However, I do think it is po$sible to get the details worked out
and build a consensus and achieve passage in 1994.

Regardless of the complexion of the ultimate reform packag
whether the managed CQmpetlthn model survives, or we turn in some
as yet unforeseen direction, one thing is certain.  In order to
bring national health spendlng down, we need to bring abhout a much
greater emphasis on preventive medicine, including education about
healthy behaviors. We absolutely have to convince people not to
abuse alcohol and drugs,inot to smoke, f
not to drive fast, not to own guns, always to wear seatbelts and
motorcycle helmets. The|gargantuan expenditures caused by these
avoidable practices have| to be curbed. Handgun injuries alone cost
$4 billion & year, not including rehabilitation services! Any
health care legislation will certainly reflact that shift in focus,
to some degree.

I am one who has believed all along that it is possible -- in
fact, imperative -~ to put political partisanship aside and develop
a sensible health reform package that will meet the compelling
needs of our nation. This is a thrllllng moment in our country’'s
history. The political Wlll do something momentous and worthwhile
is there. We must not allow this opportunlty toO pass.

Thank you. n




Speech byi :
Senator John H. Chafae
Rhode Island CQJ.lega - Department of Nuxrsing
“ April 8, 19?3

Thank you for éi,ving me thé opportunity to join
you hare this evenilng. Health i;care reform will be
ona of the most im;iortant issues we address in this
decade. How we deal with the ipi:oblem of rising,
’costs\and the availlability of guaiity gsarvices will

have ‘a major impact| on every aspect of our lives f£for

vdecadea to come. i
The outcomae of this debata w:z.ll determihe
whether or not everyone haa access to basic health

care sarvices, wh:n.c:hl services w:.ll be provided,
when, and by whom. It may alsQ determine the
availability and app?lication of Z technologies in our

health care system. i
l

Second, the outcéome of this% debate will
significantly affect t the econcmi}:c future of our
nation. For eveﬁ:y c%ollar we spénd on: health care,
we have one dollar less to spend on food, housing,
ed’ucation' or other neceseities. l Unless we gat
control of health care costa and particularly, on
federal spending on health care, we will never be

able to control our |growing federal deficit. And

unless we contzrol the deficit, o;ur children and our
grandchildren and great- gxandchzldren will be paying

our bills for ganeratlona to come.
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Clearly, if you look at th;a polls, there is a
profound difference between reforms being discussed
in Washington, and |what the Am?rican public wants.
According to polls,| Americans do not want the

government providing health caré. They do want the
government to control costs, but not if it means the
government rations Ehealth sarviﬁcea or limits their
freedom to choose their own doctors and hospitals.
- In general, Americans would 1:1}:; to see employers
pay for health insurance for tfﬁ:eir ainployees, but
not if it means los\t jobs.
? :

No single propoesal can meeti all these
expectations. A Canadian—styleé, single-payor
proposakl will brovide universal:access and will
control costs, but gives tha government more contzol
than people are will‘ing to accept. In addition, it
may limit services to soma indiﬁvidua“lra‘who currently

have unlimited access to healfh '%cara.

The Senate Demogratic leadeni%:ship introdzif:ed a
bill last year which requires b{;sineaaaa to provide
health insurance oz ;Lay a tax. | That plan enjoyed
little support bacaus!&a of tha ca‘}ncarn-that such a
proposal would hurt lsmall businesses and could cost
thousands of jobs. \;A further ciﬁiticis'm was that it

did little to control costs.

i
!

In July 1980, I was asked tf;é Senate Minority
Leadet, Bob Dole, to aestablish ahd ehair a Task

.

i
|
|
| ;
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" Force to help all Republican genators develop

expertise on our nation’s complicated health care

system, and to begin the searc!ix for solutions to the
problams that plagu‘e it. Thirty-£fiva Republican
membars of the Senate are and have beaen

participating in the endeavor.
]

_After a year wolrk in the fall of 1991, I was
joined by twenty-three of my Republlcan colleagues
in  introducing leqisilat:.on that we believed was an
achievable first step in reforming oux system. That
program included a series of ::eifoma that weFe
intended to make health insurance more affordable to
individuals and smailll businesseé, to guarantee that
‘when a person change\s jobs haea or she can etill get
covered, to reform medical malpractlce laws, to
encourage the use of primary ansi preventive c¢are and
to build on existing public programs such as ouxr
community health centers. E |

Sooh after introduction, howiever, I and many of
my colleagues weaere concerned: tha!:t our bill d:.d not
do enough to control| health care; costs and to
guarantee access to health care services. We have

l

spent considerable time discussing cost containment

options, and many of| us beliave that a managed

competition approgch{;s worth pursu:.ng
%

The political lapdacape has | changed profoundly

since last year. The need for affordable,




i

accegsible, approprl:.ate health care for all

Americans has moved to the front burner, and is

about to boil over. We now have a Democratic

Prasident. The Damocrats ‘cont;.nue to control both
, A i ;

Houses of Congress. vPreaident‘v Clinton has promiszed

to have a health care raeform proposal to Congress by
May 1, although thalt date is Bllpplng The
Pres:.dent is support:.ng a so- callad managed

competltlon bill and would ln.m:.t total spend:.ng on

i

health care. i

What is managec:i‘ competitionl? In generé{i‘, |
individuals and smail businasaeé would be able to
puxrchase health insurance th,rbu_igh large purchasing
groups. They would -therefore‘ hgve the .same
purchasing p&wer as. |large companiea such as GM or
Chrysler. Indlvzduals such as sthe salf- employed and
employeas of small buslnass would select from a manu

of health insurance plans that would be offered
through the purchas:.ng group. ‘

To ma, the managed compet:.t:.on approach has

appeal becausae it allowa compatition within set
| : .
boundaries of benefits and standards for insurance.

i
. l

Proceeding with managed compet:.t:.on is going to

present all of us with some extgemely_tough

‘dacisions, howeavar.

1
1

z
. ni . -
For example, managed competition revelves around
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" a .8ingle wuniform benefit packaée which will be
applied nationwi'deQ tho will %seﬁ that package -~
Congress or a Federal Board? |

How will managed competition affect self-insured
entities, which are| currently exempt from any state-
mandated benefit packa.gaé? Moaét' of these entities
are probably unionized. One °'fi thaeir mbat important
collective bargaining chips -- Ethe benefit package &
cost sharing requirements -- wiil ba threatened by
the managad competition apprqacl}.
‘ Is Congresa wmlling to 1im1‘:: the amount ‘an
_employee can count as a. tax- free fringe benefit? It
is not so polltlcal‘ly dlfflcultjto limit employer |
deductibility of health“inauranée premiums. Under
this approach if employees choose tha moat expensive
plan, they will pay taxes on a porta.on of that
premium. , | 1

Mora tougi‘i decisi‘dns Wlll we be wllllng to_
undertake ‘medical l:.ab:.llty reform whn.ch :.s,
critical to bringa.ng health care' costs under
control? | o

What, if any, will be the .c%:htributipn ‘required
from the employer? President Cléinton has advocated

-

that employers pay a substantialgamount of the

premium, maybe 80%.  That will have a serious :.mpa.ct

|

|

| | |

on small businesases. 1We must be cautious in how we
] ‘
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approach this issue Given the  state of our economy.

in Rhode" Island, I -\do- not th\inli’; that we can afford

gy

health cAa.ra reform at the cost |of jobs.
1 |
o i . | o
Are we willing ‘o raise taxes to £finance care to
those who remain un naurad"-’ ,

!
\ |

What happeans to Medicare, Medicaid and Veterans
health programs under managed compet:.t:.on? Are
these all changed to conform to the standard

rackage?

Perhaps the most pol:.t:.cally volatile issue of
the health care reform debate w:.ll be how to contain
costs. On one end o:‘:‘ the spectrum we have pure
regulation -- price lsettz.ng £ory physicians,
hospitals, and other| providers. ' On the other end we
have plans zelying on puzxe comp;ﬁatition and consumers
to control costs. o .

G

Although Prasident Clinten hzaé embx'aced the
concept of mariaged competition, he has stated that
it will alsoc use a nationwlde budget to contain
health care costs. That preaumaply will be broken
down into a maximum Amount for ezach state. Coming
from Rhode Island whlar_e wé have?traditionall'y
received minimum feddral allocat:ﬁox;x of funds, | and
low reimbursement fatgg_ under .Meciiicare, I am very.

worriad about the impacit on our state.

i
|

i
i
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Recently, we have heard ,thEe White House talk
about price freezes on health :g'cax:'e serxvices. While
it sounds appealing to £fraeze %pricas for doctoxs and
hospitals, that tré{;nslahes to ‘f;wage freezes £for
hospital staff, nﬁ:l:ses, and uftimately could affect
those who supply gi:ods to doctors and hospltals
)This could translata into a very real problem with
'respect to our f£ragile local econo:ny

The real test will come as' people realize that
if total medical expénditures a:u:e capped and the
capé are enforced, |difficult dac:.a:.ons would hava ¢to
‘be made about what services would be covered vho
would baenaefit and how quickly. i The word “rationing”
emerges.v Clearly, under such a system, Americans
who now enjoy unlin:iited cdveraée would experience
some reduction in benefits or ,sia,:.;vices. |
} ,

There wilyl be a|big push th;is yaar to get health

care reform enacted,| but I fear‘; one year may be an

é:verly optimistic go?al. Howevexf, I do think it is
possible to get the ' details worked out and build a
consensus and achieve passage within two yedrs.

I am one who has belisved all along that it dis

possible -~ in fact, imparat{ivef—— to put political
partisanship aside and develop Ea-sénaible health
reform package that w:.ll meeat at 1east gome of our
naeada. Most  in Congress agree that we should move
forward on this a.ssuie | The pol:.t:.cal wJ.ll :Ls there,
I
L auy
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and Il'believe that
care reform ,if not

adjourns in 1994.

we will gee significant health

| this vaaxr,

|
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\ SPEECH BY SENATOR JOHN H. CHAFEE
Meet the Health Care Policy Makers
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Good morning. I appreciate the opportunity to discuss my work
on health| care reform with you.

1 haLe studied your program. The word compxehens;ve seems an

underatatament. To be honest, I am not sure I ,can think of twenty
minutes concerning health care reform that won“t be repetitive for
you. .

You have heard from two Administration representatives. You
know, I would be curious whether you feel they -agreed on anything!

You have heard from twc of my Republican collsagues in the
Senate, who have been deeply embroiled in the efforts of the Senate
Republican Task Force on Health Care. .

You are hearing from three Democratic Senators, who hold a

‘wide range) of positions on reform -- some are advocates of the

Canadian—style, szngle-payer gystem.

You have heard from one of the leaders of the Conservative
Democxatic|Forum in the House of Representatives, who has
introduced;a very credible proposal, based on managed competition.

. ‘

And, ﬁun have heard fxom the Chairman of the Waye and Means
Committee, 'who has been through numerous drills like this one
before. He has a unique sense of history concerning how such
contentzouq and far-reaching issues can be resolved through the
Congressional process.

You have certainl¥ gotten a thorough schooling. I must say 1
am grateful| to the conference organizers for giving me this slot on
the schedule. You have had a good night”s sleep, and plent
time to get\a gacond cup of coffee -~ so there may be some Kope for
my speechl | .
1

Now, to outline for you the Republican solution to the health
care crisis|in this country. You may know that twenty-three
membexs of the Senate Republican Task Force on Health Care, which I
chair, lntroducad an Initial reform bill in 1991. We are firmly
committed tc many of the elements of that bill, and have included
them in the measure that we are now polsed to introduced. Among

them aret i

1. Insuranc% market reform. No longer will insurance companles be
able to select only the healthy for coverage.

2. The establishment of small group purchasing organizations, to
allow individuals and small businesses to pool their risks and
resources -~ giving them the sane clout as large companies when
buying health insurance,

3. Medical lzabllity reform. Doctors and hospitals have to carry
backbreaking malpractice premiums -- and _we ultimately bear those

‘costs in our health insurance or doctors” fees. We hava to change

the way malpractice litigation works.

4. Repeal of\state mandated benefits and state anti-managed care

laws, to encourage the development of managed care initiatives --
ranging from simple hospital pra-admiaoion scraening to full ecale

HMOS .

$., Creating equi in the tax code, to quarantea that all
individuals, and tge self-employed, can deduct 100% of their health

insurance costs. As it ptands, employer-provided health insurance
is tax-free, while health insurance purchased individually must be
beught with after-tax dollars. The self-employed can deduct only
25%. This is la glaring inequity which absolutely must be
corrscted. ?

\
1
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6. Reduction of administrative coste. It is estimated that 17
cents on |the health care dollar goes to paperwork, and the time
health professionals spend filling out forms in triplicate. It
stands to reason that we can save a bundle by paring down these
costs -- even with a simple solution like creating a standard
ineurance; form,

7. Expansion of comunity he'qlth centers -- to get neided oare to

those in underserved areas.

8. Greatgr emphasis on preventive care. This is the principle on
which Health Maintenance Organizations operate: if you keep people
healthy with routine check-ups, immunizations, and screenings, you
avoid costly health crises.

{

Reqaédlees of the complexion of the ultimate reform package,
one thing lis certain. In order to bring national health spending
down, we need to bring about a much greater emphasis on preventive
medicine, iincluding education about healthy behaviors. I know you
will agree with me that we absolutely have to convince people not
to abuse alcohol and drugs, not to smoke, not to drive fast, not to
own guns, always to wear seat belts and motorcycle helmsts. The

argantuan expenditures caused by these avoidable practices have to
ge curbed 5 Any health care legislation must certainly reflect suc

a shift inifocus. , » ;

Lat me digress for a moment to discuss two areas of particular
concern toime -- which I think we absolutely have to start thinking
of in the context of health care reform.

|
First, let us recognize the alarming impact of handguns on the
health care system. ‘

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

Each year, handgune are used to commit 80 percent (11,400) of
gun homicides, and 70 percent (12,600) of gun suicides. Countless
individualsh many of them children, are killed accidentally by
handgune. Moreover, for each gun death, there are an estimated
seven gun injuries.

The hathh care costs assoclated with gunshot wounds are
staggering.| Researchers calculate that the per-patient cost of
hospitaifzation for gunshot wounds averages 513,200, with costs
ranging from $800 all the way to $495,000. And there are
additional c¢osts: ambulance services, follow-up care, medication,
and rehabilitation treatment. If the bullet nickse the spinal cord,
and the patient suffers paralysis, costs can run $1,500 per day for
basic rehabilitation. Depending on the extent of paralysis, three
months of treatment can cost up to $270,000.

!
: In each case, a staggering B0 percent of the charges for
treatment of gunshot wounds are borne by government sourcas --
i.e., the taxpayer. The overall cost of girearma injury to the
U.S. health care system? More than §4 billion, according to the
Chair of the| 1991 Advisory Council on Social Security. I believe
that figure is low. :

i
If we are serious about health care cogt containment, then wa

should ban handguns altogether. ’ i

. i

Let me ﬁurn your attention to another grave public safety
matter: injuries related to motor vehicle accidents. The amount
of public funﬁs consumed by gun viclence is surpasssd only by the
health care costs attributable to motor vehicle accidents -~ which
are estimated| at $14 billion annually.

|
-
| 2
|
|



"Most of those injuries -- and costs -- could be prevented.
The National Highway Traffic Safety Administration estimates that,
if we could increase seat belt use from the current 62% to 85%, and
make some modest gains in motorcycle helmet and child restraint
use, an |additional 7,800 lives could be saved each year and
innumerafle injuries prevented.

Last year, I was successful in including language in the
highway bill to pressure states to enact seat belt and motorcycle
helmet laws. I considered that a major triumph in the area of
prevention.

The| statistics in my home state of Rhode Island make a
compelling case for universal motorcycle helmet laws. The State
Hospital ?n Rhode Island is now caring for five individuals who are
comatose | from head injuries suffered while riding motorcycles
without a helmet, at a cost to the State of nearly $350 per
patient, per day. That is $125,000 per patient, per year. One of
these persons has been in this condition for over 18 years, at a
total c¢ost to taxpayers, thus far, of nearly $2 million.

: This year, twenty of my Senate colleagues, even some who are
involved in the health arena, have introduced legislation to repeal
the mandaﬁory seat belt and helmet law. To me, this is a
discouraging development. This is no time to allow such a setback
to prevention efforts. I could certainly use your help in
defeéting}that measure.

Back! to health care reform. The current Republican Health
Care Task|Force plan adopts a "managed comgetition" approach, as a
way to contain health care costs even further., If you didn t know
before you got to this conference, you certainly know now, that the
term "managed competition” means different things to different
paople ~- !lso I will describe briefly how it would work under the
Rapublicaq plan. .

A naéional, uniform health benefit package would be developed.
Individuals and small businesses would be able to purchase this
benefit package through large purchasing groups. They would
therefore have the same purchasing power as do large companies such
as GM or Chrysler. Individuals, the self-employed, and employees
of small bbsiness, would select from a menu of health insurance
plans that‘would be offered through the purchasing group.

These\plans‘would all offer the same benefits, and would
conpete onﬁthe basis of price, and on the array of doctors and
hospitals with whom they contract. But there would be an incentive
to select a lower-cost plan, because of favorable tax treatment.
Tax exemptions only for the value of the standard benefit package
are at the heart of the managed competition model. Republicans are
working on lan acceptable way to implement that premisge.

" Thus, there would be strong competition among health plans and
providers to keep costs low, in order to attract patients. Plane
that wers unable to do so, would be at a competitgse disadvantage.
Furthermeore, information about the track record of a given plan --
or doctor -+ would be much more readily available than it is now.

]

I know!| that many health care providers, particularly
physicians, 'are opposed to the concept of managed competition,
because managed competition could force providers intc managed
care. I'd like to warn those opponents, however, that if this
fails, you will almost certainly see government price controis.

_The American public’s perception of our health cars crisis is that
fees charged gy physicggns, hospitals, drug companies, and
insurance companies must be controlled. They see the biggest
problem as waste, fraud, and asbuse. They want it cut from the

hides of in%urance companies, hospitals, doctors, and government.

1
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'Republicans are wary of many of the details of the Clinton
plan as they become evident in the daily news leaks. But, we are
eager to|work with the Administration to fashion a plan that will
be good for ocur country.

I have discerned some major differences between what we are
working on, and what Mrs. Clinton”s task force is rumored to be
developing. R .

|

The [first issue iz whether a contribution will be required
from the employer. Preeident Clinton has advocated that employers
pay the price of health insurance -- seven percent of payroll is
what is usually mentioned. That will have a serious impact on
small business. I do not think that we can afford health care
reform at;the cost of jobs. After all, one of the major reasons we
need to reform the system is that health care costs are weighing
down business, impeding job creation. Thus, Republicans are averse

to levying what is, in effect, yet another payroll tax on
business. |

The second difference ies the question of raising taxes to
finance care to those who remain uninsured. Thie point is
especially critical given the tax increases that are part of the
Clinton budget plan, which Congress is in the midst of considering.
That proposal envisions $270 billion in new taxes over the next
five years. These increases do not include funding for health care
reform, which has been projected to cost as much as $100 billion
per year when fully implemented. Republicane are working with a
"pay-as-you~go” concept: as the pavings from the initial reforms
are realized, we propose to use those funds to bring more people
into the system. We worry that an abrupt, massive expenditure will

be a disastrous jolt to the economy. Thus, we favor a long phase -
in period. '

Finally, although President Clinton has embraced the concept
of managed |competition, he has stated that he will also use a
nationwide budget to contain health care costs. One concern
Republicans have about price-setting is that it conjures up the
word “"rationing."”  Furthermore, Republicane do not believe that
global budgets or price freezes will neceesarily achieve the goal
of keeping costs down. As we have seen with Medicare reimbursement
-- providers will charge as much as they know they can get back
from the government. It’s hardly the incentive to keep costs low
that manage? competition is supposed to create.

I am oﬁe vho has believed all along that it is poesible -~ in
fact, imperative -~ to put political partisanship asfge, in order
to develop & sensible health reform.package that will meet the
compelling needs of our nation. This is a thrilling moment in our
country s history. There is a clear will to do something momentous

and worthwhile -- we must not allow this opportunity to pass.
Thank you. '
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SPEECH BY SENATOR JOHN H. CHAFEE

HEALTH CARE REFORM: WHERE DO WE GO FROM HERE?
National Presa Club Washington, D.C.

September 23, 1993

Last night, President Clinton preaented his health
care reform proposal ;o the nation. I congratulate him,
and Mrs. Clinton, foritheir willingness to tackle the
toughest domestic chailenge in decades -- ensuring that
every American has health care and putting the brakes on
escalating costs. ‘

, :

A week ago, 23 Senate Republicans unveiled a proposal
for universal health insurance coverage and cost control.
We call it HEART -~ Héalth Equity And Access Reform, Today.
We believe it is a comprehensxve and responsible solution
to our health care challenge. ,

HEART is a product of three years of effort by a
Republican Task Force on Health Care. I am grateful to
Senator Dole for his vision in establishing the Task Force,
his steadfast commitm?nt to its efforts and its product,
and, of course, his decision to appoint me as chair.

There are other serious proposals as well.
Congreasman‘Jim.Coope$ and the Conservative Democratic
Forum have a good package; the House Republicans have
introduced a thoughtful proposal, and there are likely to
be other helpful ideas put forth. hefore this debate is
completed. ‘ l

But now the real}challenge begins -- forging a
consensus among Amerigana and in Congress.

Health care reform is a mammoth legislative
undertaking -- one which will touch every American, and
‘affect one out of every seven dollars in our country's
economy. We must move this complex issue through a

|
i
|
|
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veritable maze of Congressional Ccmﬁittees, each of which
will want to put its an stamp on tﬁe final product. As
many as sixteen House and Senate committees —- and some two
dozen subcommittees ~J will claim'juriadiction over some '
part of it. f ' '

| In the Senate, the Finance Comﬁittaa will have a large
responsibility ~-- encompassing Medicare and Medicaid,
taxation, and probablf insurance reform issues. The
Judiciary Committee w%ll ba.responsible for antitrust and
medical liability reforms. Other portions will go to the
Labor and Human Resources, Governméht Affairs, Veterans,
Indian Affairs, and Armed Servides Committees. The Budget
Committee will geﬁva crack at it as?well; |

Health care reform is too important to fall victim to -

business as usual in Washington. We must somehow strike a
balance between a considered, deliberative Committee review
process, and the possibility of any%one; or several
committees stalling action. ‘ '

I will concentrate my remarks dn the Senate.

I believe that setting at least an informal timetable
for action is the answer. It is my'hope that the Senate
Majority Leader and the Republican LeaderAwould confer,
allocate the perﬁineht sections to ihe respective
Committees and set foéth a number of target dates. Perhaps
the House leadership %ill pursue a gimilar approach.

I would suggest that this timetable provide that
Committees complete a first round of hearings by
Thanksgiéing of this fear, when Congress is scheduled to
adjourn. Senators would then returﬁ to their states for
two months, and hold field hearings and constitdent
meetings, to explain the plans under consideration and

invite comment.
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Committees would hold another round of hearings when
we reconvene in Januaéy; and would then be asked to report
out their sections sometime in early Spring -- I would
suggest April 21. By early June, we should be able to
complete debate on a health care reform bili on the Senate
floor. The hope would be the conference report could be
considered before August, thus the bill would be on the
Presidents desk by August. o ‘

There is nothing magic about these proposed dates.

But I believe it is important that we have goals that we
shoot for. . ' .

I also envision ah important, immediate role for .
consultations between the Administration and those of us in
Senate who have presented alternatﬁves. 'We can' speed up
the process by spending the next feﬁ weeks together
discussing and clarlfylng the provislona in each of the
nmajor proposals. Whlle we have been briefed by members of
the Administration on|the options they considered in
developing their proposal, we'havé‘hot had the opportunity
to have any in-depth, detailed discussions to clarify their
proposal. Likewise, $he Administration needs to‘have a
chance to question uslabout our approach.

In the past weeks, we have heard about the dlfferencea
among the various plans, but thereware also some
significant similarities. That»isfnot,to say we should
underestimate the challenge that looms before us. Even the
provisions which havejtremendous sépport; have detractors
in Congress. ] : '

Nonetheless, it |is certainly possible that such
serious discussions v?uld bring~u83closer to agreement on
those issues we have in common -- speciflcally those on the
chart behind me.
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Let me use the areas of similaritias as an example, to
illustrate why we need early consultation as well as a
clear time table for action. We face a daunting task.
Even on common ground the pitfalls are many.

‘ Insurance market reform -~- The:differént,proposals
move toward a so-calleh "community rate" in dramatically

§

different ways.

Reduction of cumbersome pggerwotkv -- now estimated to
eat 17 cents on the héalth‘care dollar. Most of us think
admiﬁistrativevsiﬁpliﬁication'will éave money and time.
But concerns about privacy and overtegulation are beginning

i

to be heard. ‘ i

Medical liability reform -- so that doctors and
hospitals will not have to pass along their backbreaking
malpractice premium costs to us, their patients. Last

year, ob~gyns in Rhode Island had to pay an average of
$52,800 in liability insurance. That’s $21 per billable

hour!

Although the case| for tort reform is compelling, and
every proposal mentions reform, the&Republican approach is
comprehensive, while others are timid.

Antitrust reform ~- so that it will no longer be a
crime for two hospitals to share a $2.3 million MRI

} :
machine. 1In a May 7 finance Committee hearing, we got a
taste of how contentious this issue can be.
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Special assistance to rural gnd'inne;~cit1 areag . We

understand that giving ! an insurance card to folks in rural
Alaska or inner-city Détroit does not mean that physicians
will flock there to set up practice. Aadditional incentives
need to be built into the system.

But who will pay for tﬁose incentives and how they will be
implemented will be hotly debated. | _

Establigshment of purchasing groups. The similarity on
this issue begins and énds with the word purchasing. The
debate over governancef authority, and membership will cut
to the heart of the re?orm debate.

Setting quality assurance standards -~ so that people
can have confidence th@t their care and coverage .are top-
notch. But the extentﬁand nature of such standards vary
greatly. | | ‘

Creation of a staﬁdggg benefit package -~ to ensure
people have adequate c@verage, and to provide a basis for
coﬁparison of health insurance plans. But what' s in and
what“s out is already the source of intense discussion

100% dadgg;igiligzi of reaaonablé health expenditures
for all Americans. But up to what amount?

Long~term care tax clarification .

Federal subsidiealto low-income individuals who
otherwise cannot afford health insurance. a

Expansiop of outcémes research -- so that we know what
works and what doesn'ﬁ, and can begin to base our health
care choices on that information.

Encouragement of managed care -- Health Maintenance
Organizations and the%like -~ as a way of keeping costs

low. Yet at the sameétime, the Administration is talking
of a guaranteed fee-for-service plan.

!
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Emphagis on grima;& and preventive care . Regular
vigsits to the family physician, the internist, the
pediatrician, the nursé practitioner, the ob-gyn -- keep us
healthy -- and save usla bundle of money. All agree on
this. {

Preemptjion of state mandated benefits .
That makes fifteen{points on which some might say we
are close to consensusJ Yet, as you can Qee, even these

1

have the potentiél of éxploding

Intense and early consultat;on and discussion between
Senate Republicans andlthe Administration on these issues
may give us the foundaglon of a bipartisan propoaal. It
will also make it easier to resolve the major, defining
differences between thé Administration”s and the Senate
Republican proposals.
THOSE DIFFERENCES ARE:

” |

EMPLOYER versus INDIVIDUAL MANDATES -- The Administration
proposal requires empldyers to pay 80% of the health
insurance premium for éheir employees, while and employees
must pay at least 20%‘Qf the cost. Republicans believe
that the appropriate reforms and federal assistance to low-
income employees and 1nd1v1duals w111 make insurance
affordable and accesalble to all Americans so that
additional payroll burﬁens of this magnitude will not be
required. ; !
PRICE CONTROLS -- The Admin;stratlon establishes a national
health care budget, bygcapplng the cost of the premiums
that can be negotiated?by the Alliances. Republicans,
instead, believe that realigning incentives and reducing
bureaucracy will lead éo lower costs, better service, and

higher quality. |
|
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LARGE NEW ROLE FOR GOVERRHENT

Mandatory Single Héalth Alliances -- The
Administration require$ all businesses with fewer than 5000
employees to purchase their health insurance through their
region” s health allianée, which would be state-run under
federal guidelines. Sémé estimate that as much as 90% of
Americans would be foréed to purchase coverage through a
large bureaucratic entity. According to estimates we have
seen, most Health Alli%nces will control larger budgets
than do many state governments. For example, in
‘California, the health budget would exceed the state s by
26%, and in Texas, by §9%. The Repﬁblican plan allows
multiple purchasing co?perativea in a region and leaves
customers free to continue to purchase outside the
cooperatives. The coopératlves must be non-profit and
member run. They will have to provide valuable service in
order to attract cuatomere.

National Health Board with Broad Powers -- The
Administration”s plan sets up a federal board with the
responsibility to set and amend the standard benefit
package; establish pre@ium caps; and enforce individual,
business, insurance and state adherence to Alliance rules.

The role of the federal benefits commission under the
Republican plan is limited to refining the standard
package. Insurance pl#ns will be certified by the states.
FINANCING -- The Clint$n proposal envisions raising certain
taxes and making progrém cuts, but does not tie
implementation of new ﬁedicare entitlements and universal
coverage to avaxlablllty of revenues. If the anticipated
savings are not achiequ it will be a serious new hit on
the budget, increasing the pressure for new taxes and

additional spending cha, or leaving the bill for our
| .
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children to pay. Repuélicans favor réducing the rate of
growth in federal healﬁh programs, as well as tying an
accelerated phase-in oﬁ coverage to demonstrated savings --
a '"pay-as-you-gave " app&oach. ’

S50 there you have hy thoughts. There is much hard
work ahead. Let’s bag#n serious diééussiona between the
Administration and Repﬁblicans immediately, let’s set forth
an realistic timetable for consideration of health care
reform bill at least in the Senate, and let s get this
thing done. There is %o time to waste. Thank you.

i
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- INTRODUCTION

QOver three years ago, Senate Republicans formed a Task Force
to study our health care system. Since its formation, the Task
Force has been meeting regularly to examine our current system,
its- problems, and the m&riad proposed solutions.

We have directed &ur efforts toward creatihg a reform

proposal that reflects the views of an ideologically and :
regionally diverse group of Republlcan Senators. We are united on
the goals of maintaining and improving.the high quality of our
current system, controlblng the escalating costs borne both by the
private sector and goveknment, and ensuring that all Americans
have the security of acress to stable and affordable health
insurance. We believe we have developed a proposal that meets
these goals by building on the private health care system.

The Senate GOP Task Force proposal is based on the premlse
that, on the whole, our health care system works. The 85% of
Americans with insurancF have access to high quality care - the
finest in the world. For most of them, health insurance premiums
are affordable right now. But there are serious problems that if

not corrected will threaten the security of all Americans.

The intent of our jproposal is to minimize disruption to the
working parts of our system, while seeking to correct the problems
" that jeopardize even 1Js most’ successful facets: the spiraling
rate of growth in health care spendlng and the hidden costs of
providing care to those who do not have health care coverage.
. i

In examinlng‘thlstlssue, members of the Task Force have
concluded that while our system does not need radical revision, it
does need comprehensive reform. Our proposal makes a number of
changes to facilitate and enhance competition in the health care
marketplace. These changes, combined with provisions to give
consumers information that will help them make cost-effective
choices, will lead to improved quality. of health care and a
significantly reduced rate of growth in costs. 1In addition, our
proposal will ensure that all Americans gain access to affordable
health care without addlng to the federal deficit.

Qur proposal is divided into two sections The first
consists of the structural reforms in our health care system
designed to improve the availability, security, and affordability
of health insurance, and to improve the efficiency of health care
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while holding down escalating health costs. These changes can be -
enacted immediately. The second provides federal financial
assistance on a phased-in basis to those for whom insurance .
remains out of financial reach, even after the changes outlined in
the first section are coéompleted. ' '

STRUCTURAL REFORMS
|

Current insurance market practices favor large employers and
give these employers some measure of control over the health care
costs of their workforce. Their large number of employees enables
‘them to negotiate better insurance premium rates with insurers, or
to negotiate reasonable|prices directly with health care
providers. In addition, with few exceptions, all of their
employees pay the same premium and are not denied coverage on the
basis of health status.‘ Employers also are able to deduct 100% of
the cost of health careicoverage, and employees receive these
benefits tax-free. {

The Senate GOP Task Force proposal extends these same
advantages to individuals, to small businesses and their
employees, and to the self -employed. First, the proposal
requires insurers to prov1de coverage to everyone regardless of
health status and llmltS insurers’ ability to charge higher
“premiums to those who are sick. It prevents insurance companies
from marketing and sellﬂng only to healthy individuals and groups
by reforming the private system, establishing purchasing
cooperatives, and maklng risk adjustments between plans.

Second, the proposal allows individuals (such as workers with
no employer-paid 1nsurance) and the self- employed to deduct the
cost of their health lnsurance premiums. - Today, the self-employed
can deduct only 25% of thelr premiums and individuals, none at
all.

'
i

’ Throughout our proposal, we have remained sensitive to the
notion that “one size does pnot fit all.” The proposal sets broad
federal guidelines within which states, communities, insurers,
providers, -and businesses can operate.  We include options and
special incentives to expand and improve the availability of
quality medical care in !frontier, rural, and inner city America.
We also realize that in 'some instances, states may want to go in a
completely different direction in delivering health care to their
residents. We give states the ability to move forward on their
own versions of health care reform without subjectlng them to
unreasonable federal restralnts
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The proposal also restructures the treatment of health
insurance premiums in- the federal tax code. Current tax subsidies
of employer contrlbutlons to health plans over the next five years
will amount to about $60 billiodn annually. These subsidies are
available only for employer paid health premiums and not for the
individual or the self- employed They provide for full tax
preference regardless of the quality, cost, or efficiency of the
plan. We spread this beneflt more fairly by making .it available
to individuals and the self employed In order to make consumers
more cost-conciocus in thelr selection of plans, the proposal
limits the amount of premlum costs that can be tax~-free to
individuals and deductlble to employers.

Qur proposal also %akes a varlety‘oi changes to the system
that we believe will stop the uncontrolled growth of health care
costs and improve the quality of care.

It reforms medicaliliability laws to reduce the unwarranted
lawsuits and irrational 'damage awards that have led providers to
order unnecessary tests and procedures and to practice defensive
medicine. ‘

It reforms anti-trust laws which prohibit hospitals and
physicians from sharing costly medical equipment and capital to
make more efficient use |of health care resources.

It establishes standardized forms and electronic information
reporting and exchange requirements to eliminate bureaucratic red
tape and reduce adminisﬁrative costs and burdens.

We believe that we wlll reduce costs and improve quality by
providing consumers and ‘health care prov;ders with more
information. With better information, consumers can make informed
choices about health insurance plans, providers and treatment
options. In addition, by expanding outcomes research and practice
guidelines, health care |providers can remain informed about the
most cost-effective procedures and treatments.

| '
COVERING THE UNINSURﬁD

Of those who are uAinsured, at least 40% have incomes greater
than 200% of poverty. The structural changes outlined earlier
will significantly increase the availability, security, and
affordability of high quality health care for most of these
Americans. In addltlonJ we believe these changes Wlll slow the

| 3
[
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. J ’ . .
rate of growth in health care expenditures, 'in both the private
and public sectors. y

There will, however, be some Americans who will not be able

‘to afford even reasonably priced health insurance. The second
section of our proposal;lays out a plan to make available a
federal voucher for those individuals and families who, without
financial assistance, cannot afford coverage. The woucher will be
equal to an income-adjusted percentage of the cost of the standard
benefit package, and will be used to purchase coverage from a
certified health plan. !

As -was indicated earller in this paper, we believe that our
proposed structural changes will lead to substantial federal
savings. It is our understandlng, however, that, at this point,
the Congressional Budget OCffice (CBQC) will credit only limited
savings to any reform ptoposal other than a hlghly regulatory,
Canadian-style, 31ngle-payor system.

!

Moreover, we also are mindful of the admonition of the Office
of Technology Assessment (OTA) that, “There is a startlingly wide
range of estimates of the impact of the selected approaches to’
‘health care reform on the areas of the economy examined.” 1In
light of these points, we have concluded that the most prudent
approach is to pursue reforms in federal health care programs that
will slow the rate of growth in federal spending and then use
those savings to pay for a schedule of increased access for the
poor. Our proposal contains plans for an accelerated phase-in if
structural changes in the health care marketplace result in
greater or earlier savings than currently scored by CBO.

]

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

Our proposal sets ln place the follow1ng phase~-in of federalA
assistance. By the end!of 1995, all individuals with incomes of
below 90% of the federal poverty level will receive federal
assistance. By 1996 it|will increase to 120%; 1987 to 140%; by
1998 to 70%; by 1999 to,200%; by 2000 to 240%. This coverage will

be financed by 11mlt1ng the rate of growth in Medicare and
i

: 4
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. t '
Medicaid from 12% to 7%. 1In addition, our proposal requires the
Congressional Budget Of?ice, or other appropriate entity, to make
an annual assessment of!whether or not the structural changes have
achieved greater savings than originally projected. If so, the
phase-in will be accelerated accordingly. 1If, on the other hand,
the savings in a given year are inadequate to finance either an
acceleration or a scheduled step, the phase-in of assistance will
be delayed unless Congress finds an alternative financing
mechanism. .

i
|
t
!
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SECTION I: IBASIC AND STRUCTURAL REFORMS

PART A: BASIC REFOR%S

Insurance Market Reform

Purpose: to ellmlnate competition between insurers
based upon selectlon of low-risk consumers; toc ensure
competition based upon quallty, price, service, and
choice. ; ' :
Intended result: to increase availability of
insurance to individuals and small business employees;
to provide health security, control costs, and improve
quality of care. A

A. Qualified Health Insurance Plans will:

1. Guarantee eligibility to all applicants.

2. Guarantee availability throughout the geographic
.region in which the plan is offered.

3. Guarantee renewal to all participants except in

instances of non-payment of premiums or fraud.

Not discriminate on the basis of health status.

Offer the standard or catastrophic benefit package.

Offer an adjusted community rate premium (after a

transition) for individuals and small businesses

‘defined ?s 100 or fewer employees who purchase

through a purchasing cooperative. During the

transition: ,

a. ratiing bands will be applied in the first
year; over the following years they will be
narrowed to an adjusted community rate.
States may shorten the phase- in. ~

b. 1nd1v1duals who cannot demonstrate coverage in
the previous year may be subject to a six-
month pre-existing  condition exclusion for
expenses related to an illness that was

‘ evident within the previous three months.

7. Offer a communlty rate to individuals and small
businesses who do not purchase insurance through a
,‘cooperatlve. :
8., Part1c1pate in risk- adjustment
- 9. Meet quality standards.
10. . Comply with administrative standards and
» reporting requirements.
11, Meet solrency criteria.

(o 2R €2 IV S

|
| 6
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Administrative Simplification

i .
Purpose: to provﬁde uniform federal guidelines for
standardization of| electronic data exchange and
reporting to reducée red tape and bureaucracy and to
eliminate dupllcatlve forms. ,

Intended result. ito lower costs, streamline
operations, provide information on technology and
quality, and generate a “report card” for consumers to
compare quality of|plans.
Q
The Secre*arles of Health and Human Services (HHS),
Department of Defense (DoD), and Veterans Affairs (VA), and
others appointed by the President, will make up a Federal
Administrative Standards Panel. A Commission composed of
private sector expérts will advise the panel.
B. Duties of the|Panel
1. Adopt data standards, within two years, for the

electronlc reporting and exchange of health care

information. Such standards should be:

a. based on existing, widely-used criteria.

b. desiigned to include data related to
enrollment, eligibility, quality measurement,
utlllzatlon management, risk assessment,
patlent satisfaction, outcomes, appropriate
datia to monitor access to health care
services, and other data sets as deemed
appropriate by the panel.

S C. contain strict measures to ensure
‘ confldentlallty of data.

2. Establish business practices for operation of a
nationally~linked health care information database
system.

3. Develop approprlate civil and crlmmnal penaltles
for non-compliance.

C. Oversight and|implementation .of standards

HHS is responsible for oversight, enforcement, and
implementatiop of data standards; and for establishment
of a certification procedure for database, computer and

network vendors

Medical Lmabzlzty Reform

| .
Purpose: to resolve disputes more effectively and

efficiently; to reduce the practlce of defensive

o 7



‘ September 14, 1993

medicine, unnecessary tests and procedures; to identify
and correct bad practices; and to ensure that those who
are the victims oflnegligence are fairly compensated.

Intended result: 5;0 lower medical costs and to
improve quality of care.

i ‘
A, Mandatory, no#-binding Alternative Dispute Resolution
{ADR) ‘ : ) B
1. Parties must participate in an alternative dispute
resolution system established by the state.
2. Plans are required to explain this process in their
.descriptive materials to beneficiaries.
B. Litigation ‘
1. If one of the parties ln the dispute wishes to
challenge the result of ADR, he/she may do so
2. If the decision rendered in court is less favorable

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

C. Damages
1. Non- economlc damages are capped at 5250 000.

2. Malpractice awards shall be reduced for any
collateral source payments to which the claimant is
entitled.

3. Perlodlc,Payments

Clalmant|wlll be requlred to accept periodic
payment as opposed to lump sum on awards exceedlng
$100, 000: :

4. Punltlve{damages

: 50% of a punitive damage award shall be paid to the
State for activities approved by the Secretary of
HHS to 1mprove monitoring, education, and
disciplining of health care providers in that

State. |
D. Reform of Procedures
1. Statute of Limitations
a. except for minors, no health malpractice

action may be initiated more than two years
after the date on which the alleged injury
should have been discovered, and in no event
later than four years after the date of the
occurrence. '

b. with respect to injuries alleged to have

: occurred to minors {(under 6 years of age), no
health malpractice action may be brought after
reaching 12 years of age.

8
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2. Joint and Several Liability
For non-economic and punitive damages, liability
for payment of damages shall be based on the degree
, of contribution to the negligent act.
E. Practice Guldellnes Rebuttablé Presumption
Providers follow;ng practice guidelines approved by the
Agency for Health Care Policy and Research (AHCPR) shall
have a presumptlve defense against malpractlce claims.

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

(FDA) and used properly, no punitive damages will
be allowed '
3. If FDA approval was based upon misleading or false
: " information, the prohibition on punitive damages
will not;apply.

Quality Assuranc?

Purpose: to ensure that health plans have an approved
quality assurance plan, to establish national standards for
reporting guality information, and to expand the .availability
of information available to health plans and health care
providers on practice guidelines and outcomes.

] ' .
Intended result: ;to maintain the high quality of care in
our current healthlcare system and to provide information to
consumers on the quallty of each health plan to assist in
selecting a health care plan. »

l
i

A. Health insurapce plans must have a recognized quality
assurance program as defined by the Secretary of HHS.

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

B. Plans must prov1de guality data including information on
outcomes and effectiveness in the format developed by
the Secretary of HHS in conjunction with the Federal’
Administrative ‘Standards Panel.

C. AHCPR is directed to expand its present research agenda
‘to include the following:

1. A fund investigator to initiate research on the
relationship between treatments and outcomes.
2. Priorities for the research community to strengthen
; ’ o
‘ 9
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the research base

3. Effectiveness trials in collaboration with medlcal

, specialty societies and qualified health plans.

4, A clearinghouse and other registries on cllnlcal
trials research data.

5. Continued and expanded development of practice

guidelines to provide information to health care
practitioners and plans.

D. Establishes a Medical Research Trust fund to guarantee
funding for medlcal research,.

Anti-Fraud and Abuse

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

Intended result: ?to provide a stronger deterrent to the
billing of fraudulent claims and to eliminate the waste in
our health care sy?tem due to these practices

A, Requires the Secretary of HHS to establish and
coordinate a natlonal health care fraud program, and
establishes the Anti-Fraud and Abuse Trust Fund to
finance these efforts. Monies from penalties, fines,
and damages assessed for health care fraud would be
deposited 1nto the trust fund.

B. Increases and;applles civil money penalties now
available under Medicare and Medlcald to fraud in all
health care programs. '

C. Allows competltors to sue health care providers who
defraud Medlcare and Medicaid for damages if the
government does not bring charges against the fraudulent
provider., f ‘

D. Requires health care prov1ders who are convicted of
health care fraud felonies to be excluded from the
Medicare program.

E. Requires HHS to publlsh the names of providers and
suppliers who'have had final adverse actions taken
against them for health care fraud.

Antitrust Reform,

Purpose: toO reduce unnecessary duplication. in our health
care system and to jallow providers to share resources.

10
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Intended result: [to reduce costs in, and increase access
‘to, our health careée system.

A. The Attorney General, in consultation with the Federal
Trade Commission (FTC) and the Secretary of HHS, shall
establish competition guidelines and safe harbors for
state- llcensed health care providers and for qualified
health plans and buying cooperatives, including
guidelines for areas where competition cannot function
effectively, e€.g9., certain rural areas.

B. The Attorney General, in consultation with the FTC and
the Secretary, of HHS, shall promulgate standards and
procedures. to'issue on an expedited basis waivers, which
shall exempt persons and organizations in the health
care market from all penalties (civil and criminal)
under the anti trust laws. The Departments of Justice
and HHS, and the FTC, shall establlsh procedures for

~ expedited waiver review.
cC. Cooperative ventures in the health care 1ndustry, when
- not deemed approved by certificate or other public
license, shall be subject to the rule of reason

analysis.

D. Buying cooperatlves may be organlzed to represent
consumers, |
1. Such cooperatlves shall be deemed single entities

under the antitrust laws and shall not be found to
be 1llegal combinations .in restraint of trade under
the antitrust laws.

2. Such cooperatlves shall be subject to the antitrust
laws for jany anticompetitive use of buying power,
unless squect to safe harbor or approved
certificate. :

'Rural and Inner City Special Assistance
Purpose to acknowledge that pure competition may not work
in certain areas of the nation, particularly medically
underserved areas, poth urban and rural; that additional
funds and services need to be provided for these special
needs populations. |
Intended result: to assure that persons living in rural
and inner c1ty areas have access to high quality health care.
|
A, Grants to States for Coordination of Health Care
Servxces ,
l
11
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i
1.7 A block éraht to states will be established to
' - assist in the delivery of health care to
populatlons re51d1ng in rural and inner city urban
areas.

2. States will develop a plan for expanding and /or
coordlnatlng existing state and federal health
programs, or could use funds to provide serv;ces
for which federal funds are not currently

avallable
B. Additional Requlrements for Health Plans serving Special
Needs Populatlons
1. Health plans will be requmred to provide additional
benefits to populations in deflned geographic
areas. |
2. - Health plans will be compensated for these services

either through a method of enhanced relmbursement
or through a grant program.

Primary Care Provzder Education

Purpose: toO increase the number of health care provmders
who choose the fleld of primary care as opposed to specialty
care. 1

Intended result: to increase the number of primary care
providers in medically underserved areas.

A, In order to increase the number of primary care

providers i

1. ~ Medicare graduate medical educatlon (GME)
demonstratlon authority would be established.

a. Undér this authority, seven states and seven
health care training consortia would pool GME
funds, which would have otherwise been paid
directly to hospitals by Medicare.

b. Thls would allow states or consortia to

vexperlment with methods of changing the
phy51c1an specialty-mix.

2, National Health Service Corps funds would be
increased.
3. Health professxons funding through the Public

Health Serv1ce for prlmary care provider education
would be 'increased. '

I
|
{
i
!
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S. Long-Term Care ;
Purpose: to clarlfy tax treatment of long- term care
expenditures vis- a-vzs other health care expenditures and to
establish consumer protectlon standards in long~term care
insurance. i

{
Intended result: 'to provide the same federal tax treatment
to long-term care éxpenditures as applies to other health
care expenditures; to encourage greater participation in
providing for long-term care needs.
; | ;

A. Tax Clarification/Insurance Reform

1. Clarifies that all long-term care services
{institutional, home, and community-based care} are
treated as medical expenses under current tax law:
a. long-term care expenses and insurance will be

tax, deductible (above 7.5% of,Adjusted Gross
Income) .
b. payments under long-term care insurance
policies will not be taxable when received.
c. employer contributions to long-term care
insurance will be tax-free fringe benefits.

2, Clarifies that insurance companies can deduct
reserves rthey set aside to pay benefits under long-
term’ care policies.

3. Requires that long term care insurance policies
meet certaln minimum consumer protection standards
to receive favorable tax treatment.

1 ; .
PART B: ESSENTIAL STRUCTURAL REFORHS
1. Establishment of |Small Buszness and Individual

Purchasing Coopeiatives

Purpose: to provxde the market advantages of large

employers to 1nd1v1duals and employees of small
businesses and to p;OV1de more information to the
consumer. '

Intended result: to lower the cost of health care

‘coverage, to lower admlnlstratlve costs; to provide
more information to‘the consumer, and to achieve better

service and qual;ty

13
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States will éstablish geographic areas in which
individuals and small businesses may form purchas;ng
cooperatives..

1. The Stape may authorizejone or more purchasing
cooperatives in a geographic area.

2. Interstate agreements for geocgraphic regions
encompassing more than one state can be
‘establlshed

3. States w1ll be respeonsible for making rlsk

adjuStments between all health plans operating in a
given gelographic reglon, in accordance with federal
guidelines.
The membership of these purchaszng cooperatlves will be
limited to employers and employees in businesses of 100
employees or fewer, and to all other individuals not
enrolled in an employer health benefit plan who live or
work in the geographlc area,

1. Purchasing cooperatives must allow all eligible
bu51pess§s or individuals to join.

2. Purchasihg cooperatives may be governed only by the
members,

3. Purcha31pg cooperatives will collect premiums from

, members and forward them to the appropriate plan.

4, Purchasing cooperatives must offer eligible

individuals the opportunity to enroll in a health
benefit plan within thirty days for new enrollees,
or after|first becoming eligible to enroll in the
purchasing cooperative. Each fall an open-season
date will be set by the Secretary of Health and
Human Se;v1ces During that time, purchasing
cooperatives will allow eligible individuals to
enroll in a benefit plan or to change the plan in
which they are enrolled. In addition, they will
maintainia special enrollment process for
individuals who experience a change in family
status. durlng the year. '

5. Purchasxng cooperatives can charge members a
‘ limited fee to pay for operating expenses.
6. Purchasing cooperatives will distribute to their

members information regarding prices, outcomes,
enrollee ;satisfaction, and other information
pertaining to the guality of the plans offered
within the purchasing cooperative.
Small bu51ness associations that currently coffer health
insurance to thelr members, and that exist for reasons
other than to 'offer health insurance, will be allowed to

14
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continue to offer health insurance plans to their
members, but- Wlll be subject to the same insurance
market reformlrequlrements as the purchasing
cooperatives.
. |
Responsibility for Coverage

A.  Individual Responsibility
Purpose: to ensure that all Americans have health care
coverage. 3
i .
Intended result:  to require individual

responsibility, 1n9rease consumer awareness of costs,
reduce cost-shifting and bad debt due to uncompensated
care. : :

1. A requirement for individuals to obtain health
lnSurance coverage is phased-in based upon an
1nd1v1dual's ability to purchase the standard
health plan, and will be tied to the phase-in
of federal assistance for low- ~income,
uninsured individuals. The requirement also
can be met through enrollment in Medicare,
Medicaid,| VA, or CHAMPUS.

2. . The penalty for non-compliance, once
the proposal is fully implemented,
will be equal to the average yearly
premium in the local area plus 20%.

|

B. Small Employer Responsibility

Purpose: to ensure employees of small business are
given an opportunlty to make informed health care
choices. .

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

1. An employer with 100 or fewer employees may either
join a purcha51ng cooperative in the geographic
area in which it does business or offer a standard
benefit plan through a qualified health plan.

2. The employer will collect and send premiums and any
operating| fees to the purchasing cooperative or
health ineurance plan on-behalf of its employees.

|

15
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!
An employer is not required to contribute to the
cost of premlums or operating fees.

3. In an area with multiple, competing purcha51ng :

cooperat}ves, the employer will select the

purchasing cooperative. e

4. The pe*cha51ng cooperative will supply the employer
with information for his or her employees.
5. For the purpose of this provxslon, an employee 1s

defined as any 1nd1v1dual receiving a salary from
the employer

C. ' Large Emplo§er Responsibiiity

Purpose: to malntaln part1c1patlon of large companles
to control costs.

Intended result: to maintain a competitive
marketplace, to increase potential for quality :
improvements, and to increase awareness of cost issues. |

1. Employers with greater than 100 employees may form
cooperatives or other entities for the purpose of

‘ purchasing health insurance. '

2. Multi-state employers may make a decision whether
to treat ‘each employment entity or location as a'
single entlty for the purpose of determining |
whether or not it may obtain coverage through a
purchasxng cooperative in its geographic area. |

Tax Treatment of ! Health Care Costs ' V 5

: | . I
Purpose: to create equity in the tax code. :

Intended result: Fo increase the number of Americans ;
with insurance, ‘

| :
Purchasers of certified health insurance plans will receive
favorable tax treatment up to a llmlt - the so-called “tax

cap. i

A. Tax-free frlnge benefits
1. . employer-pald health insurance premiums up to the
amount of the tax cap will be tax-free to the '
employee. ‘
2. employer- paid health insurance premiums in excess
of the tax cap will be taxable to the employee as
income. |

! 16
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Deductibility N

1.

the cost - up to the tax cap -~ of a plan will be:
fully deductible to individuals and the self-
employed, regardless of employment status.

the deddctlblllty of health insurance premiums pald
by individuals for certified health insurance plans
will noti be limited by the 7.5% medical expense |
deductlbgllty floor; all cost-sharing, coc-payments,
co- lnsurance, deductibles, and other out- cf-pocket
costs will continue to be deductible only to the
extent they exceed 7.5% of Adjusted Gross Income.

i
4

Employer deduc¢tion

1.

the cost, - up to the tax cap - ¢f providing a i
certlfled health insurance plan can be deducted by
the employer '

l

Tax Cap o

1.

2.

the tax cap applies both to the excludibility of!
health ihsurance provided to an employee by an |
employer and to the deductibility of health
insurance premiums paid by an individual.

the cap is calculated as the average cost of the:
lowest priced one-third of the certified health |
insurance plans offered in the purchasing

cooperative area in which an 1nd1v1dual lives or
works. e

1

l

Medical Savxngs Accounts {MSAs) ' '
1. !

an MSA will be available for these individuals
electingithe catastrophic benefit plan option. !
contributions to an MSA will be tax-favored up to
the amcount of the tax cap, i.e., they will be fully
deductible if made by the, 1nd1v1dual and excludlble
from taxable income if made by the employer. '
the cost'!of the catastrophic benefit plan premiums

‘must be subtracted from the tax cap in determining

the amount of contributions to an MSA that will
receive tax -favored treatment.

funds remaining in an MSA at the end of the year
can be carried forward to the subsequent year. i
Amounts carried cover from a previous year will be
subtracted in computing the applicable tax cap for
the 1nd1v1dual in the subsequent year.

\
4
.
[
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State and Federal Certxfxcatxon of Health Insurance
Plans , ¥ o g
! i

Purpose: to ensure plans are of high quality.

Intended result: !to ensure high quality care, fair
competition, consumer security, and standardization S
sufficient to allow consumer evaluations. i
| |
A. Plans must be certified, by the state in which they are
’ offered, as meeting the following federal guidelines,, in
‘order for a purchaser of a plan to receive favorable tax
treatment under the Internal Revenue Code:
. ! {
1. demonstnate the ability to deliver the full range
of services required by the standard benefit plan
throughout the geographic area in which they are
offered, as defined by the State. States may not
require plans to cover specific provmders or types
of providers.

2., comply w1th special requ1rements for designated !
underserved areas. !
3. provide the required arbitration procedures and

informatdion about alternative dispute resolution
(as defined in the benefits and malpractice
sections) . «

4. establlsh a provider rlsk management program to
prevent or provide early warning of practlces that
may. result in injury.

!

5. comply with risk adjustment. requlrements deflnediby
the state.

5. comply with the standard administrative reforms.!

7. meet quality criteria. ' |

8 demonstrate insurance market reform (outlined

arllerﬂ

9. meet solyvency criteria as defined by the Secretary

of HHS. f
B. The Secretary of HHS will establish a federal procedure

to approve any plan offered by a multi-state employer!

| i

| . ' |

Benefit Package | j

Purpose: to meet basic health care needs; to limit the .

ability of insurers to use benefit plan design to ‘ f
attract only the lowest risk individuals; to ensure that

18
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~plans compete based primarily on product - service, - ‘
quality, price - rather than on the health of their |
subscribers; and to make equitable tax subsidies o
avallable to all Amerlcans
Intended result: 'to ensure that consumers can draw ‘
comparisons between plans, costs are controlled; access, |
quality, and servxces delivery are 1mproved

A. " Standard Benefit Package Guidellnes: o !
1. Medical and surgical services and eqguipment. ’
2. Prescription drugs and biologicals. |
3. Preventive health services. ,
4 Rehabllltatlon and home health serv1ces related go

an acute'care episode.

Severe méntal health services (narrowly defined) !

Substance abuse services. C

Co-payments and deductibles for all but certain

preventlve health services. .
8. Plans are requlred to cover the cost of a service

only if it is medically necessary. The benefit
plan does not create an entitlement to each
benefit. ; Other benefits may be purchased, but WLll
not receive favorable tax treatment.

B. Alternative catastrophlc benefit plan with an lntegrated
cash value medical expense account or income-related |
deductible. ! i
1. Same benefit parameters as above. i
2.  High cost sharing, including deductibles

(Amount rolled over from year to year)
c. Benefit disputes f
1. Plans and enrollees are required to resolve such?
dlsputeslthrough a timely, mandatory, binding- |
arbltratlon process.
2. Enrollees must show by a preponderance of the :
" evidence Istandard that the plan’s decision to ’
decline the service is inappropriate based
upon available scientific evidence.

~3 o n

i

Benefits Commission

tPurpose' to ensure members of Congress will not become
embroiled in debates about whether to include specific ?
types of benefits, procedures, providers or treatments
under pressure from| special interests. To allow for
adjustment of the spandard benefit package while

; 19
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ensuring that the cost of the package can be covered {
wlth a reasonable,:affordable premium.

Intended result: !to set a rational, appropriate !
benefit structure,'to control costs, to increase focus i
on efficiency and effectiveness. |
. X : |

A. Appointed by the President, and Majority and
Minority leadershlp in the House and Senate. ,
B. Charged with clarlflcatlons in benefit plan. .
-1, Reculred tc report a clarified benefit plan to |

Cowgress within six months; is precluded from

adding, but may reduce benefits. Congreés will .

vote on the proposed changes within 60 days of ltS

submission en bloc < no amendments (similar to the
" base closing process). . o o !
2. After year one, changes (additions as well as f
deletions) to the package can be recommended to |

Congress;by the commission once a year:; those :

changes must be voted on en bloc. |

3. Coverageidecisions about new procedures or
technologles generally are made by individual
health plans. Plans may petition the Commission
for a coverage decision under the following
conditions:

a. in the event a new technology or procedure {
shows evidence of substantial benefit and !
substantlal cost, the Commission can exercise
‘its'discretion to make a national coverage |
decision, including an evaluation of the cost
consequences of the decision. |

b. in the event a new technology or procedure
becomes highly contentious, the Commission can
makeé a national coverage decision in order to
mlnlmlze dlsruptlon and dissent among the

: publlc
S C. in both of the above cmrcumstances, if
the Comm1551on acts to allow coverage,
the dec131on must be voted upon by

, Congress !
c. Prohibited from specifying prov;ders and provider-

specific servilces. :
D. Required to treat severe mental illnesses in the same

manner as physiical health services and subject to the

same limitations and cost- sharlng !
| : . S
i ,
{
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7. Ability of Statea to establxsh an alternative system

l

Purpose: to permlt states flex1b111ty to enact reforms to
reflect alternatlve proposals. '

Intended result: to allow experimentation in’ health care
reform to more effectlvely meet the needs of the American '
people. ! !
A, Any State may~choose to establish its own system, by
V submitting a plan to the Secretary of HHS that
demonstrates it can meet reasonable standards.

1
|

b

B. Such a plan must be reviewed, and either accepted or
- rejected, by the Secretary of HHS within 90 days.
C. ~The plan must! show that generally the same percentage!of

individuals w111 be covered within the same time frame
as the national average. t

D. The State’s annual rate of increase in health care
spending must egual to, or lower than, the national,
annual health' care Cost growth rate,

E The plan must\be budget-neutral to the federal !
government. : ‘ i
F. The State is required to:
1. meet alli federal data collectlon standards and |
requirements. ;
2. comply with federal medical liability '
reforms.
3. offer a health benefit plah that has similar

benefits! and is actuarially equivalent to the
standard' benefit package or the catastrophic | ‘
alternat;ve * '

PART C: TREATMENT 0% EXISTING FEDERAL FPROGRAMS !

1. Medicaid
The Secretary shall establish a per-capita federal payment‘
based on historical Medicaid costs. States may provide
coverage to benef;c;arles through a private purchasing i
cooperative, a managed care plan, or other alternative. The
per capita rate of |growth will be limited to the national |
average.- ! : i

1
2. Medicare '
~A. Within one year of enactment,’ the Secretary of HHS w1ll
conduct a study and report to Congress on the phase- in
of current Medlcare enrollees into regionally-based

H
t
3
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purchasing céoperatives Current enrollees will have
the option of remaining in the existing Medicare fee-for-
service plan:cr entering into a revised Medicare rlsk
contract untll the phase-in plan is approved by
Congress.

B. Medicare risk contracts will be revised and expanded to
experiment with new models of service for the elderly

i

i

1
‘

3. Federal Employees _ !
The Office of Personnel Management (OPM) will have the option
of allowing federal employees in some areas to join the

purchasing cooperatlve and of formlng purchasing cooperatlves
with small busxnesses

4. Public Health Sérvice : o
No change in existﬁng program. :

A _ [
5. Veterans Administration health benefits :
No change in ex1st1ng program. :

6. Department of Defonse and CKAMPUS ' !
: No change in existing program. ' -
t .
7. 1Indian Health Service ‘ .
No change in existing program. .

i

. SECTION II |
COVERAGE AND FINANCING FOR POOR AND WORKING POOR AMERICANS

PART A: GUARANTEED ;COVERAGE PHASE-IN i
i ~ ;
1. By 19985 ~ o I
By 1895, those w1th incomes below 90% of the federal poverty
level (who are not eligible for Medicaid) will be provided:
with a voucher to purchase health care insurance through the
~individual and small group purchaszng cooperatlves g
2. By 1996 N ' ‘
By 13996, the coverage for lndlvlduals will increase to 120%
of poverty level; by 1997 to 140%; by 1998 170%; by 1999 to
200%; and by 2000 to 240% of pcverty

i

3. Vouchers
The vouchers for those eligible for assistance will be
financed by reducing the combined average rate of growth i

ot

f 22

- N



'
i
i
;

; September 14, 1993

)

Medicare and Medlcald from 12% to 7% over six years.

The
program changes made to reduce the average growth rate ar

H
i
!
|
i
e:
A, Medicare ‘ .
\
|

1. Increase Part B co-insurance.
2. Means Test Part B premium.
3. Elxmlnate disproportionate share adjustnent |
4 Ellmlnate payments to hospltals for enrollee bad
debt. , . » e
5. Reduce IME and GME. ’ ’ :
6. Impose modest co-payments for labs and SNF. b
B. Medicaid s :
1. Ellmlnate Dlsprooortlonate share payments. }
2. Managedrcare

PART B:  ACCELERATED PHASE-IN

i

The guaranteed phase- in will be accelerated in the event the

Congressional Budget Office (CBO) certlfles additional federal
savings from cther structural reforms.

|
'
1
'
i



