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THE WHITE HOUSE

WASHINGTON

August 31, 1993

The Honorable David Pryor

Chairman

U.S. Senate Special Committee on Aging
SD-G31

Washington, D.C. 20510-6400
Dear David:

Thank you so much for advising us of your priorities with regard to pharmaceutical
coverage and cost containment issues. As you well know, [ greatly appreciate your guidance
on all matters. However, having the benefit of your years of experience on the many complex
issues regarding pharmaceuticals is partcularly helpful.

Dawid, because the cost estimates for all the various elements of the health reform
package have not yet been finalized, the President has not made final decisions on all the
issues related to prescription drugs. Having said this, I would like to take this opportunity to

outline for you, on a confidendal basis, my sense of where the elements of the proposal related
to pharmaceuticals are likely to go.

Preacription Drmng Costa and Managed Competition

We believe that the negotiating practices utilized most frequently by managed care
purchasers have great potential to contain escalating prescription drug prices. In recent years,
we have witnessed the new found ability of these purchasers (primarily hospitals and HMOs) to
obtain more reasonable prices by negotiating and managing costs with formularies, prior
authorizaton requirements, physician and consumer education programs, drug use review,
and other techniques.

While managed care purchasers have been able to generally contain thetr
pharmaceutical cost increases, they have had little success in managing the costs of new
drugs that have no therapeutic alternative. Moreover, it 18 likely to take several years before
pharmaceutical purchasing that utilizes managed competidon techniques will be developed
sufficiently enough to buy and manage the costs of prescription drugs for all Americans.

As a result, it has become clear that we must develop an interim and a long-term
pharmaceutical cost containment strategy. Moreover. to ever have a realistic chance to
contain these costs. it has become evident that we will have to assure that all Americans have
private or public coverage for prescription drugs.
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Prescription Drmg Cavemge

It 18 our belief that providing prescription drug coverage for all Americans is essental to
assuring that everyone has access to affordable and frequently cost-effective medications. It is
our hope and expectation that there will be a Medicare prescription drug benefit that parallels
the cuverage that we will require all Americans under the age of 65 to receive. We share your
belief that all Americans, particularly the elderly, are in desperate need of protection from the
high costs of pharmaceuticals. While we have not finalized exactly what the cost sharing
components will be, we do believe it will be at or close to your suggestion of a 8250 deductible
and a 20 percent copayment.

Under any scenario. consumers will need to be protected from price increases over the
inflation rate undl there is much greater coverage of prescription drugs and there is a
widespread ability -- using managed competition methods -~ to negotiate on behalf of
consumers. We are, therefore, now considering accepting the offer of many in the
pharmaceutical industry to voluntarily constrain their prices to the general inflation rate.
Consistent with your recommendations, this policy would assure that retail purchasers would
have the same inflation protections as everyone else.

Coet Containment for Under-68 Popnlation

The short-term cost containment provisions that we are contemplating should help
assure that the under-65 population will not be subjected to significant price increases for
pharmaceuticals now on the market. Moreover. the growing movement towards managed
competition purchasing principles should achieve substantial savings as well. However, we
share your concern about the potential for a continuation -- or even escalation -- of the trend
of excessively high prices for new drugs, partcularly those that have no therapeutic
alternative.

With the above in mind, we believe it 1s advisable to direct that the National Health
Care Board envisioned in our current draft be charged with reviewing the prices of new
pharmaceuticals. While the Board would not have the authority to regulate or set prices, it
would have the responsiblility for evaluaung the cost effectiveness and therapeutic value of new
medications. - In undertaking this responsibility, the Board would then be required to
disseminate tnformnation to both public and private purchasers of prescription drugs.

Cost Contaioment for.the Medicare Progmam

No Medicare benefit can be established without a realistic and sertous cost
containment component. No one knows tnis better than you. We anticipate that the Medicare
cost containment provisions will meet with your approval. since they are very close to your
recommendations.
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More specifically, since the Medicare program would become the world's largest single
purchaser of prescription drugs, we believe the program merits a reasonable price. To achieve
this, we believe that Medicare should receive a discount that 18 at, or close to, the percentage
discount that the Medicaid and other public programs are now receiving. Moreover, to assure
that excesstvely priced new drugs do not bankrupt the Treasury, we believe it {8 advisable to
provide the Secretary of Health and Human Services the authority to negotiate Medicare drug
prices with manufacturers. Lastly, { belleve we should provide incentives for greater use of
generic drugs and for more widespread use of patient and physician counseling.

Equitable Treatment of Pharmaciats

Finally, it has become clear that community pharmacists are having great difficulty in
accessing the degree of discounts that other purchasers have achieved. It rematns unclear to
us exactly why this is the case. The retail pharmacists argue that it is blatant discrimmation
by the pharmaceutical manufacturers; the HMOs and hospitals say they earn these discounts
because they can push volume in ways the retail pharmacists -- with few exceptions -- have
not yet been able to master.

We have been working for months on this complex and controversial issue. It 18 our
hope to find a policy approach that assures that no one receives a particular discount just
because they are one particular purchaser or another. We want to make certain that
discounts are given to those who earn them. In the upcoming days and weeks, we will be
working closely with your and other offices to attempt to find a way to achieve this goal.

David, the contributions of you and your staff to the pharmaceutical coverage and cost
containment policy we are developing have been invaluable. It is my hope and expectation
that after reviewing this letter you will conclude that we are meeting your policy priorites.
However. if you have any questions. concerns or further suggestions. 1 urge you to give me a
call. Once again. thank you for all of your asslistance.

Sincerely yours,



1rom 1he offtes of

Senator Edward M. Kennedy

of’ Ma ssachuserts

FOR RELEASE: September 15, 1993
CONTACT: Theresa Bourgeois

Kevin winston
202-224-4781

STATENENT OF SENATOR EDWARD M. KENNEDY

ON THE INTRODUCTION OF THE REPUBLICAN HEALTH PLAN
BY SENATOR JORN CRAFEE

I want £o commend Senator Chafee and his Republican colleagues
for the hard work and commitment they have shown in developing the
health reform proposal that they announced today. Thies proposal,
along with comprehensive proposals previously introduced by
Senator Jeffords and Senator Kassebaum, shows that there is
commitment to reform on both sides of the aisle.

I am pleased to see that the plan introduced today has many

points in common with the plan that President Clinton will announce
next week.
Both propousals share the same goal of universal coverage and
affordable health care for all Americans. Both proposals encourage
the use of market forces to control health care costs. Both
proposals provide assistance to low income Americans. Both
proposals enable small businesses and individuals to join
purchasing alliances to obtain coverage at an affordable cost.
Both proposals include measures to prohibit abusive insurance
company practices. Both proposals simplify reporting and data
requirements, and reduce the paperwork and red tape that plague the
current system and make it so wasteful and inefficient.

Both proposals include measures to reform medical malpractice
liability, to provide greater flexibility in the application of the
ant i~trust laws to health care, and to improve the quality of care.

The shared goals and the many points in common between
President Clinton’g plan and the Republican proposal are a positive
sign that bi-partisan cooperation is not only possible but probable
in this all-important debate that is now underway, and I look
forward to working «closely with Senator Chafee and other
Republicans on legislation to achieve our goals.



At the same time, there are significant differences between
our two approaches that need to be addressed as we work towards a
reasonable and realistic compromise.

I am particularly concerned with the approach to achieving
coverage in the Republican plan. The requirement on individuals to
purchase coverage without any sharing of responsibility by
employers, coupled with a government subsidy, will encourage many
businesses to drop coverage and shift an even heavier financial
burden onto middle class families and the taxpayers.

I am also concerned that the failure to back up steps to improve
the market with strong limits on spending does not provide adequate
assurance that health care will be affordable for businesses and
average Americans. Medicare Dbeneficiaries would be asked to
accept substantial benefit cuts without steps to fill current gaps

in coverage such as long-term care and prescription drugs. The
proposal to limit the deductibiljity of health insurance benefits

could result in a tax increase and higher health care costs for
millions of middle class Americans.

And the proposed benefit package does not provide sufficient
specificity to assure citizens that all their essential medical
needs will be met when serious illness strikes.

Nevertheless, the Republican plan is a major step forward. It
augurs well for our ability to work closely together in the months

ahead, and to develop & truly bi-partisan bill that meets the
increasingly urgent needs of the American people and the nation,
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ASSURING PATIENTS’ ACCESS TO QUALITY, COST EFFECTIVE CARE AT
FEDERALLY DESIGNATED CANCER CENTERS IN A REFORMED HEALTH CARE SYSTEM

Executive Summary

The National Cancer Program enacted by Congress in 1971 has as its
mission to improve our ability to prevent, detect, diagnose, and treat
cancers. The National Cancer Institute (NCI) has designated comprehensive
cancer centers (CCC) in different parts of the country, nine of them
freestanding facilities.'

Memorial Sloan-Kettering Cancer Center is taking the lead to establish a
network of federally designated comprehensive cancer centers. These NCI-
designated cancer centers are the cornerstones for deepening the understanding
of the causes of cancers, for setting the standards for cancer prevention,
diagnosis and therapy, for applying this knowledge to clinical practice, for
disseminating this knowledge and to contain the costs of care. As the network
develops, it would be designed to include centers and providers across the
country that can meet the established standards of care and costs.

The role of these national health care resources and the continued
success of the National Cancer Program require for their special mission
health care reform legislation that provides:

[ | Patients in managed care programs with guaranteed
access to the NCI-designated cancer centers.

[ ] That a global budget and/or cost controls accommodate the services
and patients of the exempt cancer centers. (Current law provides
nine freestanding cancer centers special status under the Medicare
reimbursement system because of their atypical services and
patients.)

] Patients with cancer access to qualified and appropriate clinical
trials that substitute for generally available, possibly less
effective, therapy.

' The nine are: M.D. Anderson Cancer Center, Houston, Texas; City of

Hope National Medical Center, Duarte, California; Dana-Farber Cancer
Institute, Boston, Massachusetts; Fox Chase Cancer Center, Philadelphia,
Pennsylvania; Fred Hutchinson Cancer Research Center, Seattle, Washington;
Arthur G. James Cancer Hospital and Research Institute, Columbus, Ohio; Norris
Comprehensive Cancer Center, Los Angeles, California; Memorial Sloan-Kettering
Cancer Center, New York, New York; Roswell Park Memorial Institute, Buffalo,
New York.



The Cancer Centers Are National Resources

As part of the National Cancer Program, the NCI was directed to
designate certain cancer centers to establish standards of quality of care; to
develop new treatments for cancer and introduce them into clinical practice;
and to develop regional programs for prevention and early detection. These
state-of-the-art clinical programs and research activities offer the greatest
hope for successful control and cure of cancers. Research is the driving
force that allows these cancer centers to develop new innovations that replace
less effective approaches to prevent and treat cancers. The most cost
effective approach to cancer care is prevention and definitive, curative
therapy. Cancer is a human burden and reguires very costly care if it becomes
a chronic or incurable disease.

As the centers develop new methods for treating, preventing, and
detecting cancer, they can demonstrate their effectiveness through treatment
of patients at the centers and disseminate information on these developments

so that they can be incorporated into clinical practice throughout the
country.

These cancer centers have played pivotal roles in developing and
advancing treatments for childhood Teukemias which previously were often fatal
and are now highly curable; safely substituting lumpectomy for mastectomy in
many breast cancer patients; originating limb preservation techniques that
minimize disability and disfigurement; developing bone marrow transplantation
to cure previously untreatable cancers; and perfecting ambulatory cancer
treatment for large numbers of cancer patients, thereby effecting major health
care cost reductions. The work continues, as the cancer centers innovate in
such areas as early detection when cancers are most 1likely to be cured,
prevention by innovative trials and new, increasingly effective therapies.

A report from the United States General Accounting Office to the
Chairman, Subcommittee on Health environment, Committee on Energy and
Commerce, and House of Representatives on "Cancer Treatment 1975-85: The Use
of Breakthrough Treatments for Seven Types of Cancer" in January 1988, the
latest available GAO report on this subject, evaluated seven treatments which
by various criteria were considered state-of-the-art. This report found that
"a considerable group of patients among those who had the seven cancers we
examined--20% of those with Hodgkin’s Disease, 25% with one type of lung
cancer, 60% of those with rectum cancer, 94% of colon cancer patients--did not
receive what NCI considers state-of-the-art treatments. This is especially
troubling in that all these treatments have been proven to extend patients’

survival in controlled experiments, many of which were concluded 10 or more
years ago."

Health care reform must not deprive patients access to or undermine the
work qoing forward in these comprehensive cancer centers.

Paul A. Marks, M.D.
Memorial Sloan-Kettering Cancer Center
6.11.93



THE WHITE HOUSE
Office of the Press Secretary

For Immediate Release September 16, 1993
STATEMENT BY DR. ARTHUR FLEMMING

"As the former Secretary of Health, Education and Welfare in the
Eisenhower Administration, I would like to express my strong support for
President Clinton's health care reform proposal. The proposal he is about
to present to the nation is comprehensive, thoughtful, workable and fair --
a proposal that will lead us on the road to a nation where health security
with quality care is guaranteed for all Americans and health care costs are
brought under control.

I have worked for health care reform for the better part of four
decades, and I have seen other health care reform efforts start with high
hopes and fail. But I believe this is different. The President has presented
us with a historic opportunity, and we must seize the moment. Let us get a
plan on the books and begin to learn from experience, instead of engaging
in endless rhetoric.

As a former U.S. Commissioner of Aging, [ am particularly
enthusiastic about the plan: because this proposal will mean a stregthened
Medicare program -- providing greater security and expanded benefits for
older Americans.

Under the President's proposal, older Americans will receive
all the benefits they do today. In addition, Medicare will be expanded
to cover prescription drug benefits, and there will be a new long-term
care program to cover home- and community-based care. Nearly all
Americans will still have to pay only 25% of the total cost of the Part
B benefits they receive -- including the new drug benefit. Any increase
in the premium will be consistent with the increase in benefits. Only
the wealthiest Americans -- those people earning $100,000 or more --
will pay the full actuarial value of the benefits they receive. Finally,
Medicare funds now being wasted to cover fraud and overcharges will
be used to pay for these new benefits.

Over the next several months, there will be likely many attempts
by those opposed to reform to scare Americans about the effect of the
President's plan.

But older Americans should know that President Clinton's proposal
will mean greater security and expanded benefits. And I hope that older



Americans -- and Americans of all ages -- will join in getting this plan on
the books."

Dr. Flemming was Secretary of Health, Education and Welfare
from 1958 through 1961. He was Chair of the White House Conference on
Aging in 1971 and U.S. Commissioner on Aging at HEW from 1973 to
1978. Currently, he is Chair of the National Citizens' Board of Inquiry
into Health in America, Co-Chair of Save our Security Coalition.
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Mrs. Hillary Rodhan Clinton l
White House
Washington, D.C.

Dear Mrs. Clinton: :
[y

I am writing to express my great frustratlon d degp an

the Administration to break an agreement with the' Committée of
of Federal employees and retirees into the state regional alliance}
the Federal Employees Health Benefits Program (FEHBP).

er| concerning a decision by
e timing of the eprpllment
d the final dissojution of

healih alliances. While the Committee has so far reserved judg
of whether Fcderal employees should be enrolled, the Committe
happen, the FEHBP should continue serving its enrollees until ajl fifly states have b
operating regional alliances; only then would Federal employeesiarid retirees be em uqu m
the alliances and the FEHBP abolished. If Federal employees were to be enrolled

state regional alliance commenced operation, OPM would have dminister thc rm for

The Administration has proposed that Federal employees [beg enrolled in state
gment on the thresho E issue

1t that if that we

FEHBP unadministreble. FEHBP rates could be very unstable |
skyrocket. Administrative expenses would be spread over fewen) as

shrnking risk pool will make it difficult for somne FEHBP plags rcma.in viable engugh to
continue operatmg, their enrollees could be subjected to stéep pik q
decline in service, in addition to the unnecessary dxsmptlon fron} bping maved into the
government-wide service plan during the transition period.: Pvel the vlablp plans w u1d have
difficulty establishing their rates and may defcnswcly pricc their [pre

On Wednesday, September 29th, the Commxtwe Staff Difecor and Deputy Gpneral
discuss thi§ and several other sues.
After a discussion of this particular point, Mr. Magaaner agree include a provﬂ n in
the Administration’s health care reform bill that ptovided that FEHBP enrollees a»:;p
enroll in regioral alllunces only after all of the state regional qllfanck systems had bgcome
JSully operational. His agreement to the provision sbught by myjsthff was unambxgubl s and
1
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Mrs. Hillary Rodham Clinton ' . I
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Page 2 ‘
|

unqualified. A second provislon requiring OPM to offer suppl I nta) benefits to ﬁlEHBP
enrollees to avoid any diminution in benefits or increase in out-f-bocket costs undef the new
system was agreed to as well. I

r |

This afternoon, my staff was formally notified that the Agrginistration has repeged on
its agreement with the Committee and will proceed to propose the phase-in integration of the
FEHBP into the new system. In addition, we were notified that the bill will authorige, but
not require, OPM to offer supplemental benefits to Federal employees and some re }q;es.

The Administration’s proposal to enroll Pedéral em:ploy abolish the FERBP on
a phase-in basis is unacceptable to the Committee. It further comlicates an already|djfficult
situation for me. To begin with, I already have very grave congerps over the whole i

abolishmg a generally well-run program that serves 9 million pepple. So if the pro

organizations view the possibility of a phasc-in transition with
and trepidation as I do and will be communicating those views

reflected in the | |

Therefore, unless the decision is reversed and the agree
proposal to ime the

legislation, I may be forced to oppose outright the Administrati
FEHBP into the state regional alliances. Given boib my desire
President on solving the Nation’s health care crisis and to keep
President’s proposal to dissolve the FEHBP, being forced {o tak
truly be regrettable. '

is course of actl n 'would

1
In closing, I respectfully urge you 10 reverse the Adminigtrdtion’s decision and
include in the bill the agreement entered into betweg¢n the Comimiittee and Mr. Magazisjer on
both the timing of the integration of the FEHBP into the new syjten and the provisi (;JOf
supplemental benefits for Federal employees. I woyld like to mgef with you on Mondiy to

discuss this matter further.
Sincenely, /
é/ | |

LAY

n—J\\

Chau-mm
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NICK LITTLEFIELD, STAFF DIRECTOR AND CHIEF COUNSEL COMMITTEE ON LABOR AND
KRISTINE A. IVERSON, MINORITY STAFF DIRECTOR HUMAN RESOURCES

WASHINGTON, DC 20510-6300

October 19, 1993

Mrs. Hillary Rodham Clinton
The White House
Washington, DC 20500

Dear Hillary:

Many thanks for your call last night. I'm looking forward to the
introduction of the bill, and with a little Irish luck, we'll have Jim
Jeffords and a strong representation of Democrats on the Labor Committee
as sponsors--even the single-payers!

| wanted to follow up with you on two issues | raised during our
conversation--funding for academic health centers and funding for public
health. In both cases there are some issues on which | would appreciate
your assistance as the Adminstration bill becomes final.

Academic Health Centers

In general, the Administration has done a good job of designing a
structure that will enable academic health centers to compete effectively
without jeopardizing the research, training, and tertiary care that have
made them such a national resource. The problem is the proposed sixty
percent reduction in their indirect medical education (IME) payments under
Medicare.

A cut this deep is unjustified on policy grounds, according to the
Prospective Payment Review Commission, and could be a very serious
problem for the centers--particularly since this cut would be on top of
the Medicare reductions they'll absorb along with other hospitals. The cut
also jeopardizes the support of institutions that can credibly and









Concerns About Premium Surcharges (for Funding Academic Health
Centers, New Public Health Programs, and Other Purposes)

In general:
(1) Spending should be mandatory, not subject to discretionary caps
(2) Language imposing premium surcharges that will be used to
finance federal spending must be written in a separate title by itself or in

a tax title

(83) Funds collected from premium surcharges must go into general
revenues, not into a segregated account, pool, or trust fund

(4) Payments for these purposes must come from general revenues
A. Academic health centers

(1) Medicare's contribution to funding academic health centers
should be written in separate Medicare title

(2) Premium surcharge contribution:

a. For corporate alliances:

(i) surcharge should be written in separate title or tax
title

(i) surcharge should go to general revenues, not trust
fund, pool, or special account

b. For regional alliances:

(i) surcharge should be written in separate title or tax
title, as for corporate alliances

(i)  alternatively,



(a) surcharge can be included with other
surcharges paid to regional alliances, e.g., bad debt.

(b) in this case, surcharge should not be sent to
Washington but should be retained at alliance and
offset against subsidies or other Federal payments
(3) Private payments to academic health centers must come from
general revenues, not from trust fund, pool, or account
B. New Public health spending

(1) Spending should be mandatory (not subject to discretionary cap)

(2) Any surcharge to finance public health spending must go to
general revenues under separate title or tax title

(3) Spending must be from general revenues, not pool, trust fund, or
separate account
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‘WASHINGTON, DC 20510-8300

October 22. 1993

Mrs. Hillary Rodham Clinten
The Whits House

1600 Pennsy!vania Avsnue, NW
Wasningten, OC 20500

Dear Hillary:

| understand that a new cption has come under serious consideration
in the last few days for funding expanded public health service activities
and possibly academic health centers as well. This option would create a
separate “receipt® account for this purpose, which would be financed by a
premium surcharge or some other dedicated funding source. Because it is
a receipt account, it would be outside the discretionary caps.

You asked me ic iet you know if there were any aspects of the
Bresident's program that would distort normal jurisdiction. For many
years, all Public Health Service Act programs, including community and
migrant health centers. nurss training programs, Centers for Disease
Ceniro! programs, and the National Institutes of Health, among others,
have baen the exciusive responsibility of the Labor and Human Resources
Committee.

Standing alone, the new public health funding would unquestionably
be within the jurisdiction of the Committee on Labor and Human
Resources. But the receipt account opticn would shift it to the Finance
Committae. The Senate Rarliamentarian has informed us that the account
wouid be considered a trust fund for jurisdictional purposes, and the

Finance Committee has clear jurisdiction over trust funds used for health
care.

i also understand that the receipt account option would create a
sixty vote npoint of order for the legislation under the Budget Act, because
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it would be viewed as an attempt to circumvent the discretionary
spending caps.

| would like to propose an aiternative approacih to achieve the
Administraticn's goals without creating jurisdicticnal problems or
violating the Budget Act. Under this approach, Public Health Service
funding would be treated as capped. mandatory spending. Such spending is
outside the discretionary caps but is carefully controlled and limited by
the authorization amounts. There are already ten such programs in
existence (list attached).

As | understand it, the rationale for the receipt account option is the
importance of avoiding the appearance of creating any new open-ended
entittements. But that objective can just as easily be achieved under the
approach | have proposed.

Becausa the amount of capped, mandatory spending is specified in
the law itsalf, it cannot te higher than the law allows. !t does not change
with the economy, number of beneficiaries, or any other factor. Thus, it
has nothing in commaun with the open-enced entitlements. None of the
concerns involving entitlemernts has ever been raised, to my knowledge,
about the existing capped mandatory spending programs. Indeed, the only
majar difference between a capped mandatory program and a regular
appropriated program is that the authorizing committees, rather than the
appropriations committees, control the funding level.

| hope you will give serious consideration to the alternative | have
proposed, which is of great importance to me. Many thanks for considering
this request, and | look forward to next week’s unveiling.
Sincerely,

7%

Edward M. Kennedy
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List of Capped Entitlements/Mandatory Spending Authorities

i. OSRA 8i: Sociel Services Bleck Grant {Title XX of the Social
Security Act)

2. CBRA §§: Jection %414: Medicaid Respite Demonstration
3. OBRA B9: Secticn €407: (Medicaid) Demonstration Projects ...

OBRA 90:

4. Section 4711: Fome and Community Care for Functionally
Disabled Elderly Individuais (Section 1905(a)(23) of the Social
Security Act)

5. Section 4712: Community Supported Living Arrangements Services
(Section 1905(a'i24) of the Social Security Act)

6. Section 4745: Demonstraticn Program to Study the Effect of
Allowing States to Extend Medicaid Ccverage to Certain Low-Incone
Families

-~

Section 4747: Demonstration Project to Prcvide Medicaid
Coverage fcor AIV-Positive ladividuals

8. Section 5081: Crants to States fer Child Care (Section 402(i)
of the Social Security Act)
Newly Enacted in OSRA 93:

9. Section 13761l: Social Services in Empowerment Zones and
Enterprise Communities

1J. Section 13711: Family Preservation and Support Services
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Anited States Senate A

WASHINGTON, DC 206 10-1303

October 13, 1993

Hillary Rodham Clinton
The White House
wWashington, D.C.

Dear Mrs, Clinton:

I applaud your commitment and that of the President to
health care reform. I sharoc your dedication to improving our
health care system and look forward to working with you and my
colleagues in Congress to achieve the comprehensive health care
reform our nation so desperately needs and deserves.

1 realize the legialative detail is enozmous in an
initiative of this magnitude, but I believe the contribution of
children’s hospitals should be recognized in the final bill
language under development. The draft plan does not adequately
acknowledge the contributions provided by children’s hospitals.
Generally, slck children requiring complex or long term care
receive that care from children’s hospitals. Other community end
private hospitals do not typically care for sick children.

Language in the current plan would require health plans to
contract with essential community providers during a five year
transitional period. In keeping with the proposed health plan’e
emphasis on primary and preventive care as well as its commitment
to maternal and child health it is essential that the vital role
of children’s hospitals in caxring for chronically ill children be
acknowledged. I would like to recommend that the legislative

language define "essential community providers® to include
children’s hospitals.

As the President noted in his speech, a children’s houspital
literally can perform mixacles., Children’s hoespitals all around
the country have been performing miracles every day for miliions
of children. I hope we can work together to insure that the
important work of children’s hospitals can continue.
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The Honorable Thomas S. Foley
The Speaker

U.S. House of Representatives
H-204, The Capitol
Washington, D.C. 20515

Dear Mr. Speaker:

As an outspoken supporter of the President’s health care
plan and one who has advocated broad health reform throughout my
career in the House, I write to express my deep concern cver a
potential procedural problem that seriously threatens our chances
of passing meaningful reform next year.

To date, no coherent procedural strategy has been discussed
or devised for processing the President’s bill. In the absence
of such a strategy, the process for consideration of the bill
will become so chaotic as to destroy any opportunity to develop,
consider, or pass a serious bill next year.

The Administration has promised to deliver a bill to the
Congress within two weeks. When that occurs you will face two
broad choices: a joint referral to all affected committees
without time limitation; or a structured referral designed to
produce a coherent piece of legislation in a timely fashion
through sequential consideration of the bill’s parts. The former
is a recipe for disaster; the latter is the gine gqua non for
delivering the promises of the President’s bill to the American

people.

The first option guarantees a Tower of Babel approach in
which conflicting claims and provisions yield a health care
system even more irrational than today’s. It would essentially
require the Rules Committee to discard all the Committee-reported
bills and have the measure redrafted in its entirety. This is
not an outcome that we' should design or allow to happen ex:ept in
the most desperate of circumscances.
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The second option requires early planning and consultation,
but has the virtue of allowing orderly consideration through a
process that members know and understand.

Major legislation has always demanded weeks or months of
planning, including discussions about such matters as
jurisdiction, timing, and collaboration. This must precede
formal consideration of the bill, and perhaps even its drafting,
if chaos is to be avoided. Remarkably, as we endeavor to receive
perhaps the largest and most important piece of legislation this
body has considered in recent times, no discussions have occurred
and none seem planned.

The House through its Committee structure is well equipped
to process this legislation. However, a bill of this magnitude
will require order and discipline among Committees and individual
members, which must be imposed following consultation and
negotiation. I believe that unmanaged competition is no more
appropriate here than in the health field.

The easiest procedural course in the short run is ofte.. the
worst and hardest in the long-run. I know we all care deeply
about passage of this legislation. I urge you, together with the
other Members of the leadership, to call together immediately the
chairmen of the three committees with the dominant jurisdictional
interests in the bill to provide suggestions to you for a process
by which this legislation can be enacted during the 103rd
Congress.

I am sending an identical letter to each member of the
Democratic leadership and look forward to the leadership’s early
response.

cerely,

JOHN D. DINGELL
CHAIRMAN

cc: The Honorable William D. Ford, Chairman
Committee on Education and Labor

The Honorable Dan Rostenkowski, Chairman
Committee on Ways and Means
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Mrs. Hillary Rodham Clinton
Chairperson
Health Care Reform Task Force

The White House g 3
Washington, D.C. 20500 W BEP 2/ 1&5‘5’
Dear Mrs. Clinton:

In our recent telephone conversation 1 expressed concern regarding the impact
that exclusive Health Alliances would have on my constituents within the Second
Congressional District of Nebraska. Among those constituents are a number of
health insurance carriers that employ approximately 15,000 individuals in the
Omaha metropolitan area. During our call you requested that I follow up with
written observations on the issue.

I want to make clear that I support your objectives for comprehensive health care
reform, particularly in terms of universal access and cost containment. However,
I believe some critical issues need to be resolved. A pressing issue relative to my
district is the proposed exclusivity of Health Alliances. I would like to address
my concerns in terms of the negative impact on both health care consumers and
indemnity insurance carriers in my district. Also, I will present some overall
concerns I have regarding the concept of exclusive Alliances; concerns I believe
have validity beyond my district.

Structure of Health Alliances and Accountable Health Plan

It is my understanding that one or more Health Alliances will be created within
each state, acting as a "benefits manager" for individuals and employers. The
Alliances would contract with Accountable Health Plans (AHPs) which would
offer a standard benefits package. In an exclusive arrangement, all individuals and
employers situated within the boundaries of a Health Alliance will be required to
obtain their coverage through the Alliance.

Members of the Task Force have argued that an exclusive arrangement is an
absolute prerequisite for managed competition to be successful, the hypothesis
being that if insurers can market outside the Alliance, they would select the
healthiest persons. That issue can be resolved by establishing the same ground
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