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American Hoepilal Association

AL

Capitol Place, Buiiding 93
S0 F Sucet. NW.

Suite 1100

Washington, D.C. 20001
Telephone 202.638-1100

FAX NO. 202.626-2345

November 16, 1993

The Honorable Thomas S. Foley
U.S. House of Representatives
Washington, DC 20515-4705

Dear Representative Foley:

The House will soon be asked to consider an amendment to H.R. 3400, the
"Reinventing Government" bill, to reduce spending in federal programs by $100
billion over the next five years. On behalf of the American Hospital
Association’s (AHA), nearly 5,300 institutional and 45,000 individual members,
| am writing to express our strong opposition to this proposal and to urge you
to vote against it.

At the outset, let me say that the AHA shares Congress’ frustration with the
government’s inability to contro! the federal budget deficit and understands the
pressures that are leading members to embrace various measures designed to
reduce spending. However, it is our belief that the Penny-Kasich plan will do
our nation more harm than good by seriously impeding our nation’s efforts to
slow health care spending through meaningful health care reform.

While the Penny-Kasich amendment proposes to reduce the federal budget
deficit by enacting piecemeal changes in the Medicare program, those changes
fail to address the underlying causes of heaith care inflation. Mospitals are
concerned about the spiralling costs of health care, but recognize that the only
way in which we can achieve sustained deficit reduction over time is through
comprehensive health care delivery reform.

The Penny-Kasich amendment seeks an additional $50 billion in entitlement
savings, including $37 billion from the Medicare program. The AHA believes
these reductions to Medicare would be unwise policy, especially as we attempt
to reform our health care delivery system. In addition, the effects of the
reductions would be compounded by the $56 billion in Medicare savings already
achieved in the last budget round under OBRA 1993 (P.L. 103-66) -- on top of
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$43 billion included in the OBRA of 1990. Most of the reductions in OBRA
1993 will take effect in the out-years of 1996-1998. Stripping an additional
$37 billion from Medicare, as provided in the Penny-Kasich amendment, will
certainly compromise the ability of many facilities, including those that treat
large numbers of low-income patients and teaching hospitals, to continue to
provide services to expanding populations.

Moreover, the amendment would throttle rather than advance comprehensive
health care reform. Under the amendment, the Medicare savings would be
directed towards deficit reduction rather than reinvested in heaith care reform.
And that will require Congress to look elsewhere in order to finance health care
reform -- higher taxes, deeper Medicare cuts, or scaling back heaith care
benefits.

America’s hospitals believe that now is the time to reform the way we deliver
health care. But, expanding the covered population, restructuring the health
care system, reconfiguring hospitals and other services for the future, and
investing in new technologies to meet the demands of the new system will
require adequate resources. The AHA believes that if any savings are targeted
from the Medicare program, they should be reinvested in healith care reform, not
targeted for deficit reduction as proposed by this amendment.

In closing, the AHA urges you to carefully consider the serious consequences aof
adopting the Penny-Kasich proposal as a means of reducing the federal budget
deficit. We believe that any changes to the Medicare program should be
considered within the context of achieving comprehensive health care reform.

Si ly.

A Qued_

Rick Pollack
Executive Vice President
Federal Relations
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American Hospital Assoclietion

Advocacy Action Plan

Washington Office Ax advocacy strategy to help hospitals
Capito! Place, Building #3 serve their oomngyw E

SO F Street, N.W., Suite 1100

Washington, D.C. 20001

Talephone 202.638-1100

MEDICARE REDUCTIONS

Oppose Penny-Kasich Amendment
to the "Reinventing Government" Bill (H.R. 3400)

November 17, 1993

Special Attention: Swing Vote States

See Attached List

ISSUE

This Advocacy Action Plan requests assistance from allied hospital associatiogs in opposing an
amendment to use $37 billion in Medicare savings for deficit reduction. AHA is requesting that
opposition be generated in response to proposals that would result in further Medicare savings.

BACKGROUND

During consideration of the budget reconciliation bill last August, President Clinton made a
number of commitments to lawmakers to ensure its passage. Among these was a promise that
lawmakers would be afforded another opportunity to reduce the deficit in exchange for their vote
on the budget bill.

President Clinton kicked off the second round of budget action with his "Reinventing
Government” proposal, introduced in the House as H.R. 3400. A bi-partisan group of
conservative House members, led by Representatives Tim Penny (D-MN) and John Kasich (R-
OH), will offer an amendment calling for $100 billion in additional spending reductions over the
next five years when H.R. 3400 is considered on the House floor later this week.
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The Penny/Kasich amendment secks an additional $37 billion in Medicare savings, which would
come on top of the $55.8 billion in savings approved last summer as part of the Omnibus Budget
Reconciliation Act of 1993. With respect to Medicare, the Penny/Kasich proposal would:

. impose a 20 percent coinsurance requirement on clinical lab services;

s impose a 20 percent coinsurance requirement on home health services (exempting those
below 150 percent of the federal poverty level),

» means-test the Part B premium for beneficiaries with an annual income of $75,000
(individuals) and $100,000 (couples); and

¥ means-test the Part A deductible for beneficiaries with an annual income of $75,000
(individuals) and $100,000 (couples).

At the same time, the Administration has included some of these savings as part of its health care
reform proposal. Although hospitals would not be directly affected by these proposals, AHA
believes that the Penny/Kasich amendment has serious implications for health care reform. If
the amendment is passed, the savings would be eartnarked for deficit reduction rather than health
care reform, thus making comprehensive health care reform even more difficult to finance.

By using these savings for deficit reduction, Congress and the Administration will be left with
very few options to find the additional resources necessary to pay for health care reform and be
forced to consider even more troublesome options such as: imposing even deeper Medicare cuts
than the $124 billion currently proposed; or retreating from the commitment to universal access.
Moreover, as past experience reminds us, Congress and the Admigistration are only too willing
to turn to the Medicare program--and providers, in particular--to find additional savings.

The House is scheduled to consider H.R. 3400 after the vote on the North American Free Trade
Agreement. The vote could be as early as Friday (November 19) or Saturday (November 20).

WHAT YOU CAN DO TO HELP

Please work with your hospital grassroots contacts to urge your representatives to oppose the
Penny-Kasich ameadment to H.R. 3400, While it would be helpful if every House member in
your state be advised of the hospital position on this issue, it is absolutely critical that those
members who appear on the attached targeted list of potential "swing” votes receive priority
attention. Attached is a list of talking points to assist in commuaicating the hospital position.
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STAFF CONTACTS

Please refer questions and any feedback to your regional director or Washington-based regional
liaison.

Thanks again for your assistance and quick response on this important issue. 'We recognize the
many pressures you face and appreciate your efforts.

Rick Pollack
Executive Vice President
Federal Relations

Attachments
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Talking Points in Opposition to the Penny-Kasich Amendment
to H.R. 3400, the "Reinventing Government" Bill

4 Just last summer, Congress approved the Omnibus Budget Reconciliation Act of

1993 which redyces Medic ing by $55,8 billion over the next five years.
Those reductions come onp top of the $43 billion in Medicare savings enacted as

part of the 1990 budget agreement.

4 The Penny/Kasich amendment would reduce the federal budget through piecemeal
changes in Medicare--changes which fail to address such underlying causes of
health care inflation as an aging population, increased utilization and intensity of
services, and new, innovative technology that keeps our health care system on the
cutting edge of scientific development.

v The Penny/Kasich amendment would impede efforts to achieve comprehensive
health care reform. Channeling $37 million of Medicare savings into deficit
reduction activities will make it more difficult to finance the changes that are
needed to bring about reform. It would force Congress and the Administration
to consider some undesirable financing options, including another round of
Medicare reductions; or retreat from the commitment to universal access.

/s The Medicare payment system is broken and continued tinkering won't fix it. It's
time to move forward with comprehensive delivery system reform. Only by
restructuring our health care delivery system can we pave the way to genuine
health care cost-containment and deficit reduction.

v Historically, Medicare and Medicaid have seriously underpaid most of America's
providers for the care they render. In 1991, according to the Prospective Payment
Assessment Commission (ProPAC), nearly two-thirds of all hospitals lost money
treating Medicare patients. Furthermore, average Medicare PPS operating
margins in that year were -3.4 percent, and ProPAC estimates that those numbers
will fall to -9.9 percent in 1993.
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Potential "Swing Votes"
Penny/Kasich Amendment to H.R. 3400

Algbamna Georgis £

Browder Bishop T

Cramer McKinney

Arizona Minpesota
Nlipois Minge

Copperymich Peterson
Costello

Arkansas Guiterrez Mi :
Lipinski

DiCkey Poshard Danner

el Reymoles Skelton

Thornton Rush Volkmer
Porter

= Nebraska

Indisna

Brown Hoagland

Deutsch Hamilton

i Long New Jersey

Hutto Myers

Meek Sharp o

Thurmaa Hughes

Johnston Kentucky it

s ‘Meneadez

Stearns Baesler Pallone

e Barlow Roukema
Mazzoli

California Saxton
Louisiana New York

Becerra NeW X Oorx

Beilenson Hayes Hinchey

Condit Tmn Maloney

i Nadler

Bschioo Mﬂlﬁm Va]azquez

o Lazio

Filper Kennedy Paxon

A Boehlert

Roybal-Allard s

Tucker Mimolinmgmq
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North Carolina Virgini

Lancaster Payne

Valentine Pickett
Scott

North Dakota
Pomeroy Wi i

Ohio R
Barrett

Applegate Gunderson

Mann

Strickland

Pennsylvania

Blackwell
Coyne
Holden
Kanjorski
McHale
Murphy
McDade
Goodling
Ridge
Greenwood

Texas

Chapman
de la Garza
Bdwards
Geren
Green
Hall
Johnson
Laughlin
Ortiz
Pickle
Bonilla
Sarpalius
Tejeda
Wilson
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AHA REGIONAL OFFICES
REGION 1 States in Region 1
Director: Jack F. Barry Connecticut
Maipe
Five New England Executive Park Massachusetts
Burlington, MA 01803-5006 New Hampshire
Phone: 617/272-0787 Rbode Island
Fax: 617-273-3708 Vermont
REGION 2 States in Region 2
Director: William C. Christenson New Jersey
New York
760 Alexander Road, CN-1 Pennsyivania
Princeton, NJ 08543-0001
Phone: 609/452-9270
Fax: 609/452-8353
REGION 3 States ig Region 3
Director: Cal L. Simpson Delaware
Dhstrict of Columbia
Capitol Place, Building #3 Keatucky
50 F Street, N.W., Suite 1100 Maryland
Washington, D.C. 20001 North Carolina
Phone: 202/626-4637 Virgini
Fax: 202/626-2345 West Virginia
REGION 4 States in Region 4
Director: J. Frank Melsamer Alabama
Florida—
4360 Gargetown Square, Suite 817 Georgia
Atlants, GA 30338-6220 Mississippi
Phone: 404/936-0331 Puerto Rico
Fax: 4049360333 South Carolina
Tennessee
REGION § States in Region S
Director: Nancy S. Shlges Ilinois -
Indiana
840 N. Lake Shore Drive Michigan
Chicago, IL 60611 Ohio
Phone: 312/280-6661 Wisconsin

Fax: 312/280-3554

P.19/711



’93 01:16PM AHAR EXEC. OFFICES

AHA Regional Offices
Page 2

REGION 6
Director: Jack D. McFadden, Ph.D.

One Ward Parkway, Suite 10§
Kansas City, MO 64112
Phone: 816/561-0501

Fax: 816-7534688

REGION 7
Acting Director: J. Frank Meisamer

1431 Greenway Drive, Suite 325
Irving, TX 75038

Phone: 214/550-1520

Fax: 214/550-1942

REGION 8
Director: Marda L. Desmoad

2955 Valmont Road, Suite 300
Boulder, CO 80301

Phone: 303/4404340

Fax: 303/440-0788

REGION 9
Director: Anthony J. Glardina

1201 K Street, Suite 800
Sacramento, CA 95814
Phone: 916-447-T262
Fax: 9164484519

States in Region 6
Iowa

Kansas

Minnesota
Missouri
Nebraska

North Dakota
South Dakota

Arkansas
Louisiana
Oklahoma
Texas

S in Region 8
Arizona
Colorado

Idaho

Montana

New Mexico
Utah

Wyoming

Stages in Region 9
Alasia

California

Hawaii

Nevada

Oregon
Washington
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