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bee: Verveer, Jennings, Rieehetti 

THE WHITE HOUSE 

WASHINGTON 

The Honorable David Pryor 
Chairman 
U.S. Senate Spectal Commtttee on Aging 
SD-G31 
Washington. D.C. 20510-6400

Dear Davtd: 

August 31. 1993 

Thank you so much for advistng ua of your pnortttea wtth rega:rd to pharmaceuttcal 
coverage and coat containment tasuea. As you well know. 1 greatly appreciate your guidance 
on all matters. However. havtng the benefit of your years of experience on the many complex 
issues regarding pharmaceutfcala ts particularly helpful. 

Davtd. because the cost estimates for all the various elements of the health reform 
package have not yet been ftnallzed, the President has not made ftnal dec talona on all the 
tsaue& related to prescrtptton drugs. Havtng said th.la, I would like to take this opportunJty to 
outline for you, on a conftdentlal buts. my sense of where the elements of the propou.1 related 
to pharmaceuticals ue likely to go. 

Pmern1pttaa nm, Cr«wte end Nev_, Cmnpmttton 

We believe that the negot1at1ng practices utilized most frequently by managed care 
purchaaers have great potential to contain escalating prescrtpUon drug prtces. 1n recent years. 
we have witnessed the new found abiltty of these purchasers (prtmartly hospitals and HMOs) to 
obtain more reasonable prices by negotiating and managtng costs wtth formulartea, prtor 
authortzatton requtrementa. physician and consumer educatton programs. drug use review, 
and other techniques. 

While managed care purchaaers have been able to generally contain their 
pharmaceutieal coat tncreasea, they have had little succeu tn managing the costs of new 
drugs that have no therapeutic alternattve. Moreover. tt 18 likely to take aeveral years before 
pharmaceutical purchasing that uUltzes managed compettUon tecb»lquea wtll be developed 
sufficiently enough to buy anct manage the costs of prescrtptton drugs for all Americans. 

As a result, it has become clear that we must develop an interim and a long-term 
pharmaceutical coat contaJ.nment strategy. Mor�. to ever have a rcaJJattc chance to 
contain these costs. lt hat become evident that we will have to assure that all Americana have 
prtvate or public coverage for prescription drugs. 



The Honorable Davtd Pryor 
August S 1, 1993 
Page 2 

Prrtcdpttan nm, Cmromae 

It ts our belief that providing preecrtption drug coverage for all Americana ts essential to 
asaurtng that everyone baa acceaa to afford.able and frequently cost-effective medtcauona. It ta 
our hope and expectation that there wtll be a Medicare prescrtptton drug benefit that parallel• 
the coverage that we will requJre 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 ftnallzed exactly what the coat shartng 
components Will be, we do believe it will be at or cioae to your suggestton of a $250 deducttble 
and a 20 percent copayment. 

Interim Coet Con&•tnmeat 8tn'40 

Under any scenario. consumers wUl need to be protected from prtce increase• over the 
inflation rate until there ta much greater covernge of prescription drugs and there ta a 
Widespread ability -- using rnaoagl'!d compeUt1on methods - to negotiate on behalf of 
coll8umers. We are, therefore, now cansldertng accepting the offer of many in the 
pharmaceutical industry to voluntarily const:raiD their prices to the general tnflaUon rate. 
Conatatent wtth your recommendattona, thta pollcy would assure that retail purchasers would 
have the same tn1lat1on protections as everyone else. 

Coe! cart•tammt for UMv-61 PQpglatipp 

lbe abort-term cost containment provtstons that we are contemplating should help 
assure that the under-65 population wtll not be subjected to stgniflcant prtce increaacs for 
pharmaceuticals now on the market. Moreover. the growtng movement towards managed 
competltton purchaatng principles should achieve substantial savtngs aa well. However, we 
share your concern about the potential for a cont1nuat1on -- or even escalation -- of the trend 
of excessively htgb prices for new drugs, particularly those that have no therapeuttc 
alternative. 

Wlth the abOve tn m.Jnd, we believe tt IS advisable to direct that the Nattonal Health 
Care Board envisioned In our current draft be charged wtth reviewing the pnces of new 
phannaceut1cala. While the Board would not have the authority to regulate or set prJcea. tt 
would have the responsibility for evaluaung the cost e1fect:tveness and therapeutic value of new 
mcdicatton.a. · In undertaking this responatbWty. the Board would then be required to 
disseminate information to both public and private purcha8ers of prescription drugs. 

Coat Cgpt•tnmmt for Ibo NecUcan Pmpun 

No Medicare benefit can be established Without a realistic and serious cost 
conta1nment component. No one knows fu.ta better than you. We anticipate that the Medicare 
cost containment provtstona Will meet wtth your approval, sJnce they are very close to your 
recommendations. 



The Hon.arable Davtd Pryor 
August 81. 1993 
Page 3 

More apectflcally. since the MedJcare program would become the world's largest alngle 
purchuer of preacrtptton c:truga, we believe the program merits a reaaonable price. To achieve 
this, we believe that Medicare should receive a discount that ta at. or close to, the percentage 
discount that the Medicaid and other public program• are now receMng. Moreover. to uaure 
that exceastvely priced new drugs do not bankrupt the Treuury. we believe tt l8 advtsable to 
provtde the Secretary of Health and Human Services the authority to negotiate Medicare drug 
prtces With manufacturers. Laatly, l believe we ahould provide tncentsvea for greater use of 
generic drugs and for more Widespread use of patient and phystctan counseltng. 

Eqnil•Ne Treatment Qf Pbennecte&a 

Finally. tt has become clear that commumty pharmacists are havtng great dtfflculty 1n 
accessing the degree of dtacounts that other purchasers have achleved. It remain• unclear to 
us exactly why this ts the caae. The retail phannactsta argue that tt Ls blatant d1.scrtmtnatton 
by the pharmaceutical manufacturers; the HMOs and hoapttals say they earn these diaoounta 
because they can push volume In ways the retail pharmacists -- wtth few exceptions -- have 
not yet been able to master. 

We have been working for months on thts complex and controversial tssue. It 18 our 
hope to ftnd a policy approach that assures that no one recclves a particular discount Just 
because they are one particular purchaaer or another. We want to make certaJn that 
discounts are given to thoee who earn them. In the upcoming days and weeks, we will be 
working cloaely wtth your and other offices to attempt to find a way to achieve thJa goal. 

Davtd. the contrtbuttons of you and your staff to the pharmaceut1cal coverage and coat 
containment policy we are developing have been invaluable. It ls my hope and expectation 
that after reviewtng th.ta letter you Will conclude that we are meettng your policy pnortttea. 
However. tf you have any queattona. concerns or further suggestions. I urge you to gtve me a 
call. Once again. thank you for all of your ass'8tance. 

Sincerely yours. 



f'rom t66 olltc, ol' 

Sc11atur tdward M. Ke1tHtd1j 
o/ IY/al#achusdfs 

FOR RELEASE: September 15, 1993 
CONTACT: Theresa Bourgeois 

I<evin Winston 
202-224-4781

STA'l'DCSM' or SENA'l'OR. IDlfARD N. DNDDY 

ON TU INTRODUC'l'IOH or '1'D UPOBLICU KDL'l'H PLAN 
BY SSHA'l'OR JODI CDJ'EE 

I want to commend Senator Chafee and his Republican colleagues 
for the hard work and commitment they have shown in developing the 
nealth rerorm proposal that they announced today. This proposal, 
along with comprehensive proposals previously introduced by 
Senator Jeffords and Senator Kassebaum, shows that there is 
commitment to reform on both sides ot· 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 'lleek. 
Both proposals share the sume 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 Amex·lcan:s. 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 
requirement&, 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.-t.rust laws to health care, and to improve the quality of care. 

The shared goals and the many points in common between 
ere�ident Clinton'& plan and thQ 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 �losely with Senator ChafeQ and oth9r 
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 realietic 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 financi�l 
burden onto middle cla!s 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 bene!iciaries would be asked to 
accept substantial benefit cuts without steps to fill current gaps 
in coverage such as long-tarm care and prescription drugs. The 
proposal to limit the deductibility of health insurance benerits 
could result in a tax increase and higher health care costs for 
millions ot middle clase Americans. 

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

Nevertheless, the Republican plan is a major step forward. It 
augurs �ell for our ability to work closely together in the months 
ahead, and to develop a truly bi-partisan bill that meets the 
increasingly urgent needs of the American people and the nation. 

##### 

93/107 



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. 1 

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. 

1 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 requires 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 leukemias 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 likely 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 concl�ded 10 or more 
years ago." 

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

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

THE WHITE HOUSE 
Office of the Press Secretary 

September 16, 1993 

STATEMENTBYDR.ARTHURFLEMMING 

"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 fom1er U.S. Commissioner of Aging, I 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 -­

wilJ 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. 

-30-30-30-
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0¢tbbe 2 , 1993 

Mrs. Hillary Rodluun Clinton 
White House 
Washington, D.C. 

Dear Mrs. Clinton: 

. ' 

I am writing to express my great frustraUo� �d dei,p an c
the Administration to break an agreement with the Committee o 
of Federal employees and retirees into the state regional allian 
the Federal Employees Health Benefits Program (FBHBP). 

The Administration has proposed that Federal employees 
health alliances. While the Committee has so far reserved judg 
of whether Fedora] employees should be enrolled, the Commi 
happen, the FBHBP should continue serving its e�llces untll

1 

operating regional alliances; only then would Federal employees 
the alliances and the FBHBP abolished. If Federal �mployees 
state regional alliance commenced operation, OPM would ti.ave 
the remaining e.nrollces with a rapul11 decllning ahiJ unstable 

concerning a s 011 by 
e tisning of the e lhnent 
d the rmal disso u · on of 

enrolled in state I onal
nt on the thresho d issue 
lt that if that we 
y states have b 
retirees be e ..... v, ... .,... 

to be enrolled 
tnister the .• .-..... ._. 

oot. 
I I 

The phase-in transition the Administration ls about to orol>Ofi:e 
FBHBP unadministrabk. FBHBP rates could be 'v�ry unst4ble , hi some instan could 
skyrocket. AdrnlniMtlve expenses would be sp� over few,:, d f�ot enroll A

I 
• �-� shrinking risk pool will mak.e it difficult for some FrBffBP puws to remain' viable en u h to 

continue operating; their enrollees could be subjcq.ed to s� p ·um: lnqreases an �
decline in service, in addition to the unnecessary �iarupti�s ing mgved into c 
government-wide service plan during tho translUo� period.. ve e vlablp plans w u d have 
difficulty establishing their rates and may defcnsiv�)' price t4r p mi�ms upward. I

Counse�::,
es

�•i!ei;::.�r:.
lh

�:Cc�::.t: ��- .:.��1:i
u

%b� :i .. 
After a discussion of this particular point, Mr. Magtu:in•r apv tn,clude a prov/' n in 
the Administration's health care n/onn bin that 'ptovlded that P enrolkes wp
enroll In regional alliances only o/f er all of the si;)i, regtphal c, s,'rtems had b come 
fully operational. His agreement to the provision sbught by 111-Y was unambigur s and 

I 
I 
' 
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Mra. Hillary Rodham Clinton 
October 21, 1993 
Page 2 

11:13 

. : 

; I 
' i 
I I 

unqualified. A second provJslon requlring OPM :to offer suppl naj bepefits to J 
enrollees to avoid any dlrninutJon in benefits or increase irl oul f- et oosts unde 
system was agreed to as well. 

,J 

p 

1bis afternoon, my staff was fonnally notified that •the r,,..t...,.u

its agreement with the Committee and will proceed to Pl'Ol)<)Se e
ration has re on 

FBHBP into the new system. In addition, we were notified tba 
not require, OPM to offer �pplemental benefits to, Federal em 1 

. . 

-in integrati the 
will autho · ut 

The Administration's proposal to enroll F�ral employ .......... ,�Pon 
a phase-in basis is unacceptable to the Committee. lt furt)ler co · cates an already d flcult 
situation for me. To begin with, I already have ve� grave con s over the whole. i ea of 
abolishing a generally well-run program that serves 9 million p p e. So if the pro is to 
be abolished, I want to ensuIC that it is done right -,- that i�, dls 1 ed in tfte least d ptive, 
most rational and most orderly manner. I would also point out h Fd.cferal employ«r 
organizationB view the possibility of a phase--in transition with ame degree of co em 
and trepidation as I do and will be communicating those vlews 

Therefore, unless the decision is reversed � the asreo . reflected in the I l
legislation. I may be forced to oppose outright the �dmini$trat,i ' prqposal to intett the
FEHBP into the state reponal alliances. Given both my dpsi� ork with you an e 
Presldent on solving the Nation•s health care crisis �d to k� pen mind on th� 
President's proposal to dissolve the FEHBP, being forced� tak ·s oomse of acti

1
n would

truly be regrettable. 
. 

JIn closing, I respectfully urge you to reverse the Admini 
include in the bill the agreement entered into betwecrn the Co,&4llf4�11~ and Mr. Mag . er on 
both the timing of the integration of the FBHBP uttc:, the n�w sy �d the provisi of
supplemental benefits for Federal employees. I wo4ld like to m with you on Mo y to 
discuss this matter further. 

/, ) S�cerely,

t(/,&_4/YY? 
l I 

WJLLL\Ml... 
Ohahm 1 

! �



EOWAIIO M. KENNEOY. MASSACHUSETTS, CHAIRMAN 

CI.Al8011NE 'Ell. RHOOE ISi.ANO 
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Mrs. Hillary Rodham Clinton 

The White House 

Washington, DC 20500 

Dear Hillary: 

�nitro �tarts �matt 
COMMITTEE ON LABOR AND 

HUMAN RESOURCES 

WASHINGTON, DC 20510-6300 

October 1 9, 1993 

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! 

I wanted to follow up with you on two issues I raised during our 

conversation--funding for academic health centers and funding for public 

health. In both cases there are some issues on which I 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 



Public Health

effectively make the case that the President's plan will maintain and 
improve quality of care.

I am not suggesting an entitlement in the form of an open-ended 
commitment. What is needed is a limited, controlled form of directed 
spending that would not be subject to the discretionary caps. Short of 
such a requirement, the likelihood of actually funding the new public 
health initiatives is small. As in the case of other mandatory spending 
programs, no dedicated tax or premium is necessary, as long as the total 
spending in the Administration bill is deficit neutral.

All of us agree that expanded public health services are essential to 
realize the full potential of health reform and to assure that vulnerable 
populations actually have access to the services to which the health 
security card entitles them. For the new funding in the President's plan to 
be meaningful, it should be mandatory, and not subject to the budget cap 
on discretionary spending or available for deficit reduction.

I hope this reduction can be set at the level the Prospective Payment 
Assessment Commission has said is reasonable. The current 7.7 percent 
factor would be reduced to 5.6 percent instead of 3.0 percent. A cut at 
this level would be acceptable to the institutions and would still save 
$1.2 billion annually.

In addition to these two concerns, I hope that the proposal is 
carefully drafted to maintain traditional Labor and Human Resources 
Committee authority over public health programs and to provide an 
appropriate role for the Committee in non-Medicare funding of academic 
health centers. To avoid distorting established authority, funding for 
these two functions must come from general revenues and not from 
dedicated taxes, premiums or a government trust fund, pool, or special 
account. In addition, in the case of academic health centers, Medicare 
funding must be included in the Medicare title and be separate from 
private sector funds.



I have attached a short drafting guide on these topics which may be 
helpful as the bill-writing team puts the final touches on the legislation

With respect and warm regards, and I'm most grateful for your 
consideration of these requests.

2^

z



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 

(3) 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

t i t  I e

(ii) 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

(ii) 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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Mrs. Hillary Aodham Clinton 
The White House 
'1600 Pennsylvania Avenue, NW 
'Nasnington, DC 20500 

Dear Hillary: 

TG 94562557 P.02

C C. ' ;1,td..� I 

�£. 

tinittd £,tarts �matt 
COMMrrTt:E ON LABOR AND 

HUMAN RESOURCES 

'NASHINGTON, OC 2061�300 

October 22. 1993 

I understand that a new option has come under serious consideration 
in tr:e last few days for funding expanded public health service activities 
and i;oss1bly academic health centers as well. This option would create a 
separate "1 eceipt" 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 to iet you know if there were any aspects of the 

President's program that would distort normal jurisdiction. For many 
yea"S, all Public Health Service Act programs, including community and 
fTiigrant health centers. nurse training programs, Centers for Disease 
Control programs, and the National Institutes of Health, among others, 
have t-aen the exclusive responsibility of the Labor and Human Resources 
Committee. 

Standing alone, the new public health funding would unquestionably 
oe within the jurisdiction of the Committee on Labor and Human 
Resources. But the receipt account option would shift it to the Finance 
Committee. The Senate ?arliamentarian has informed us that the account 
would be considered a trust fund for jurisdictional purooses, and the 
Finance Committee has clear jurisdiction over trust funds used for health 
care. 

: also understand thal the receipt account option would create a 
sixty vote point 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. 

I would like to propose an alternative approach to achieve the 
Administration's goals without creating jurisdictional 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 author.zation amounts. There are already ten such programs in 
existence {list attached). 

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

Because the amount of cappea, mandatory spending is specified in 
the law itself, it cannot be higher than the law allows. It does not change 
with the economy, number of beneficiaries, or any other factor. Thus, it 

has nothing in common with the open-ended entitlements. None of the 
concerns involving entitlements has ever been raised, to my knowledge, 
about the existing capped mandatory spending programs. Indeed, the only 
major difference between a capped mandatory program and a regular 
appropr:ated program is that the authorizing committees, rather than the 
appropriations committees, control the funding level. 

I hope you will give serious consideration to the alternative I have 
proposed, which is of great importance to me. Many thanks for considering 
this request, ar,d I look forward to next week's unveiling. 

Sincerely, 

Edward M. Kennedy 



9456255? 

List of Capped Entitlements/Mandatory Spending Authorities 

�. OSRA 81: Social Services Block Grant (Title XX of the Social 
Security Ac-c) 

2. OBRA 66: 3ection 9414: Medicaid Respite Demonstration

3. OBP..A 89: Section 6407: (Medicaid) Demonstra�ion Projects

OBRA 90: 

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

P.04

5. Section 4il2: Community Supported Living Arrangements Services
(Sectior. 1905(a)(24) o: the Social Security Act)

6. Sectior. 4745: Demonstration P�oqram to Study the Effect of
Allowin� States to Extend Medicaid Ccverage to Cer�ain Low-Income
Families ...

7. Section 4747: Demonstration Project to Prcvide Medicaid
Coverage fer HIV-Positive l�dividuals

9. Secti0n 5081: Grants to States for Child Care (Section 402(i)
of the Social Security Act}

Newly Enacted in OBRA 93: 

9. Section 13761; Soci�l Services in Empowerment zones and
.Ent9rprise Communities

10. Section :3711: Family Preservation and support Services
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Hillery RodhUl Clinton 
Tho White Roue• 
Washington, o.c.

Dear Mra. Clintona 

WASHINGTON, DC 20610-1303 

October 13, 1993 

POO?/OOJ 

c-..­

llANKINe, HOWl!(Q, AND 
UfllNfA'� 

JU DICINIY 

SMAU. IUSINfS8 

I applaud your commitment and that of the President to 
health cere reform. I sh.are your dedication to illlproving our 
health care system �nd look forwerd to working with you and my 
oolloagu•• in Congrecu, to aohiove the oanprehensive health cara 
raform our nation ao desperately needs and de■arves. 

I realize the leqialative detail is enomous in an 
initiative of thi• magnitud•, but I believe the contribution of 
children' ■ hoapital1 ehould be recognized in the final bill 
lanquag• under development. Th• draft plan do•• not adequatQly 
a0Jmowled9e the contributions provided by 0hildren's ho■pitale. 
Ganerally, eick children �e<JUiring complex or long term care 
receive that care from children's ho1pital1. Other community end 
private ho■pitals do not typically care for eick child�•n. 

La.nqua9e J.n the eurrent plan would require health plans to 
contract with eaaential community provider• during a five year 
transitional period. In keeping with the proposed health plan'e 
empha■i• on prima� and prev•ntivo care aa well aa it• commitment 
to maternal and child health it 1s ase•n�ial that th• vital rolQ 
of children'• hospitals in caring for chronically ill children be 
acknowledged. I would like to recommend that t.118 l•�i•lative 
language define "essential collD'llunity providers" to include 
children'• hospital■. 

Aa th• Preaident noted in his speech, a ch1l<1ren'a hospital 
literally can perto:r;m au.�acl••• Children'• ho■pital• all around 
the country hovw been performing miracles every day tor million■ 
of children. I ho'Pe wa can work toqether to insure that the 
important work of children's hospital■ can eon�inua. 

P'ltiNTED CII 111.CYCI.ED ,Al'lA 
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I will call you

Yours truly,

Unit<

<

Ira MagazinerCC!

CMB\fc

*

jliir.

10-20-91 03:i2PM
w •

Thank you very much for your conaideration. 
later in the week to follow-up on this issue.

Carol Moaefey-Braun 
United States Senator
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October 12, 1993

WW 'OCT 1

20500

Clinton:Dear Mrs.

With best wish;

Si/icerely,

Enclosure

cc:

JOHN D. DINGELL
CHAIRMAN

Mr. Thomas F. McLarty III 
Mr. Howard Paster

Jon N D. Dl NGELL
Chairman

COMMITTEE ON ENERGY AND COMMERCE 

HOUSE OF REPRESENTATIVES 

WASHINGTON, D. C. 20515

Mrs. Hillary Rodham Clinton
The First Lady
The White House
Washington, D. C.

I have sent the attached letter to all the 
members of the House Democratic leadership, and I 
thought it would be of interest to you. The 
concerns expressed are sincere, and I would welcome 
an opportunity to discuss them if you think it would 

be helpful.
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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: 

October 7, 1993 

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 over 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 sine qua 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 desperata of circumscances. 



The Honorable Thomas s. Foley 
Page 2 

The seco�d 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 magnit�de 
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 ofte1L the 
worst and hardest in the long-run. I know we all care deepiy 
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. 

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 Rod.ham Ointon 
Chairperson 
Health Care Reform Task Force 
The White House 
Washington, O.C. 20500 

Dear Mrs. Clinton: 

August 27, 1993 

In our recent telephone conversation I 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 Wliversal 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 

THIS STATIONE:IIV PIIINT!O ON PAPEII MADE WITH RECYCl.il> FIBERS 
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Impact of Exclusive Alliances on Consumers in the Second District

• A premise of Health Alliances is the competition among several closely- 
managed health plans; many rural areas and small towns would be unable 

to support even one AHP. Certainly some limited aspects of AHPs, such 

as formalized peer and referral links, created by integrated delivery 

systems, could be viable in non-urban areas. However, competition and 

capitation, which are central to the concept, would not be feasible in 

sparsely populated areas.

From my perspective as a Representative of a predominantly rural State, I can 

identify several deficiencies in the concept of exclusive Alliances.

• Exclusive Health Alliances do not permit the use of personal agents to 
assist persons in assessing needs and purchasing insurance. This is 
particularly crucial in rural areas where consumers have traditionally 
relied upon agents to assist them. With the removal of the employer 

resource and the agent, where will individuals go for personal assistance? 

As with other government entities, / think it is reasonable to predict that Health 

Alliances will represent the collective interests of purchasers, with neither the 

capacity nor incentive to meet individual needs or provide personal service.

• Exclusive Health Alliances could severely limit the choice of AHPs for 

my constituents if they are required to participate in only those plans 
sanctioned by a Health Alliance. The limitation of choice issue is 
discussed in greater detail later in this letter. Individuals and employers 

should have the choice of purchasing coverage through a Health Alliance 

or outside a Health Alliance, through an agent, broker or directly from an 
insurer.

• Individual health insurance is an important source of coverage for 

persons in small towns and rural communities. Exclusive Alliances would 
force them to change their current coverage, potentially terminate long­

term relationships with physicians and sever ties with insurance agents 

and companies even though they may be entirely satisfied with their 

current service and coverage.

rules for insurers offering plans through the Alliance and those marketing 
directly to consumers; specifically, by requiring guarantee issue in a mandated 

environment, and by implementing risk adjusters so that no insurer can benefit 

from a higher proportion of healthier persons, nor would any carrier suffer as a 

result of adverse selection.



With 11 insurance companies headquartered or having a significant presence in 

the Second District (see attachment), Omaha has been called the "Hartford of the 
Midwest." Approximately 15,000 people within the Second District - five 

percent of the non-agricultural workforce - are employed in the health insurance 
industry.

Considering this presence, any provision of the proposed health care package 

which could negatively impact those jobs is of great concern to me. Although the 

concept of exclusive Alliances as currently presented would theoretically allow for 

all players, the reality is that exclusive Health Alliances could totally eliminate 

the individual market, thus effectively canceling the policies of 18 million 

Americans.

Global Concerns about Exclusive Health Alliances
Though my overriding interest is the needs of my Second District constituents, I 

wish to offer some overall observations about the disadvantages of exclusive 

Health Alliances.

• An exclusive environment establishes the framework to shift away from 

a competitive environment. There is a need for an area outside the Health 
Alliance in which small, emerging health plans can develop, innovate and 
build the capacity to bid as Health Alliance participants. Without this 
"proving ground," AHPs will become concentrated, the relationship 
between Health Alliances and AHPs will get cozy, and the effort to 
achieve quality and cost-effectiveness will become regulatory as opposed 

to market-based.

A health care delivery system structured around exclusive Health Alliances 
would have a natural bias toward group managed care products. The Alliance 
would not be conducive to indemnity free-choice plans either by overt exclusion 
by the Health Alliance, or due to an absent or ineffectual risk adjustment 

mechanism (as persons with serious health conditions typically prefer indemnity 

"free choice" plans). Therefore, I believe the exclusive Health Alliance as 

currently structured would eliminate jobs within the health insurance industry 

and ultimately limit insureds' choice of plans, physicians and hospitals.

Many of the companies on the attachment are smaller, indemnity carriers. 
Nevertheless, they collectively provide coverage and service to millions of 
people. They are quality-oriented, cost-effective companies that have every right 

to exist and remain competitive in a free-market system. These companies 
welcome every opportunity to compete with other insurers and health plans on 

the basis of cost, productivity and service. The effect of a mandated Health 

Alliance is effectively to legislate them out of business without the opportunity to 

prove their value.

Impact on Insurance Carriers and Jobs in the Second Distrid



With warm regards.

Sincerely,

Peter Hoagland

enclosure

• The massive challenge of launching Health Alliances that can 

immediately begin serving millions of enrollees suggests that such 

Alliances should be piloted first, and that those pilots should not be 

exclusive. This will help assure continuity of care and prevent disruption 

to millions of Americans.

• An exclusive environment removes any fall-back system if the concept 

proves unsuccessful. If an Alliance turns out to be unresponsive, inept or 
politically motivated, consumers will have no alternative for coverage or 
service. Citizens living in poorly run jurisdictions will feel betrayed. At 
the same time. Alliances will have no incentive to meet performance 
standards, other than the threat of regulatory penalties, which in itself 
requires another "watchdog" bureaucracy.

These more global concerns only serve to reinforce the projected negative impact 
of exclusive Alliances on my constituents within the Second District. I am 

anxious to be a proponent of the health care plan enacted by Congress. And I 

believe that with diligent attention to such issues as exclusive Health Alliances, 

the resulting package can be one that works for all Americans. I thank you for 

the opportunity to present my thoughts to you on this matter and I look forward 

to working with the Administration on a health care package that will benefit all 

Americans.



HEALTH INSURANCE CARRIERS 
LOCATED IN

SECOND CONGRESSIONAL DISTRICT

Central States Health & Life Company 

Continental General Insurance Company 

Guarantee America Life Company 
Guarantee Mutual Life Company 

Medico Life Insurance Company 

Mutual of Omaha Companies 
Mutual Protective Insurance Company 
Physician's Mutual Insurance Company 

Principal Health Care of Nebraska 
Woodman Accident and Life 

World Insurance Company


