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Wwhy Not "Medicare for All"?

Medicare for all means federal management of the entire health
care system. The federal government would effectively set all
prices for every reimbursable event, every procedure, every
doctor and hospital. Such a system would entangle Washington,
even more than today, in the fate of every institution and
provider group. The health care system today suffers from a huge
overload of excess investment in hospital capacity and
technology. Will the federal government be able to make direct,
explicit decisions to shut down or consolidate particular
hospitals? Because Medicare rates are national, local regions do
not receive any benefit if they hold Medicare costs below
national levels. Low costs in Rochester, New York, do not
translate into lower federal taxes in Rochester. Boston's high
costs do not mean higher taxes. Consequently, under Medicare for
all, local regions will not have any incentive to resist new,
uncalled-for investments in health care. Indeed, such investments
will actually represent a way of extracting revenue from
taxpayers elsewhere in the country. Medicare for all would pit
the federal government against all local interests in a hopeless
effort to impose cost-control-from-a-distance. It won't work.

Medicare for all would perpetuate the incentives in health care
toward higher volumes of high-cost services. Medicare gives
providers no incentive to control inappropriate or unnecessary
care or to weigh carefully the value of high-cost, low-benefit
technology. Indeed, as with all fee-for-service, Medicare does
the opposite: it encourages higher volumes of services,
especially technologically intensive ones. Medicare's xate-
setting methods do nothing to solve this problem since tney
affect price but not volume. Nor do the recently imposed volume
performance standards for physicians help, since they're enforced
through ratcheting down prices. Such price reductions, much
research has shown, will actually produce an increase in volume--
that is, greater consumption of real resources. Attempting to
control expenditures through price reductions not only doesn't
work in the long run (there's a limit to how much prices can be
ratcheted down before access becomes a problem): the reductions
actually penalize conscientious physicians who prescribe
appropriately and reward physicians who jack up volume with
unneeded procedures and return visits.

Medicare for all would perpetuate the biases toward specialized,
high-cost practice and against preventive services. Incentives

are built into Medicare's benefit package and pricing structure
that skew the allocation of resources in health care toward more
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specialized services. The development of the resource-based
relative value scale didn't fundamentally change this pattern.
This is just another aspect of the politicization of prices: When
decisions about relative prices are explicit matters of policy,
the prices will favor those groups with the most influence.
Medicare for all will mobilize every entrenched interest in the
current incentive system to fight to maintain it.

Medicare for all would provide RAmericans with poor financial
protection. Medicare's high cost-sharing puts it below the tenth
percentile among private health insurance benefit packages. Its
coverage limitations and lack of any catastrophic, stop-loss
protection make it a very weak protection. Yet to improve
coverage while keeping Medicare's fee-for-service framework is
spectacularly expensive. Hence the irony: If we offered Medicare
for all to the public, it would be a step down for the great
majority. And if we brought Medicare coverage up to par, it would
break the bank--and put us on a course toward even more massive
increases in health care spending than are forecast today.

Medicare for all would undermine incentives for organized systems
of care. Medicare's point of reference is fee-for-service
payment; it treats organized systems of care as a side issue and
provides little incentive for beneficiaries to sign up or for
providers to create such systems. Medicare for all would actually
undermine the progress toward integrated health systems being
made among the under-65 population. To be sure, we could change
Medicare's current treatment of capitation plans. But most
advocates of Medicare for all do not contemplate setting up an
incentive system that would require beneficiaries to pay the
difference in cost between providing the same comprehensive
benefit package through integrated health plans and fee-for-
service. Such an incentive system would require that the premium
for fee-for-service be regional, not national (because integrated
‘health plans are regional); that the benefit packages be uniform
" to-give beneficiaries a basis of price and quality comparison;
and that there be an annual enrollment, risk-adjusted capitation
payments to the plans, and an independent manager of the
competition among the different systems. That arrangement, of
course, is managed competition.

Finally, Medicare for all has all the political drawbacks of any
single-payer plan. It requires the federal government to raise
all the revenue for health care. The money must go to Washington,
and then back to the localities, diminishing the sense of a local
stake in cost containment or any direct, local control of
policies affecting the allocation of the nation's health care
resources. One reason that Medicare is subject to immense amounts
of fraud is that providers feel no compunction among milking a
public fund, which they believe is underpaying them anyway. Given
the huge volume of transactions in a fee-for-service system (as
well as Medicare's reliance on private intermediaries), the
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system has very little way of imposing effective discipline on
health care costs. The classic deterrent of indemnity insurance--
high cost-sharing--is undermined by the purchase of Medigap
policies that, for a large part of the population, remove any
deterrent whatsoever. The controls on prices actually produce
ever greater volumes. For every attempt at control, there is an
equal and opposite pressure group reaction. Medicare's entire
history should be a lesson on how not to structure a national
health program.
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ABC NEWS REPORTS DOCUMENTS THRT DISCLOSE PLAN
TO FINANCE HEALTH CARE REFORM WITH MEDICARE RND

MEDICAID BUDGET CUTS OF UP TO %200 BILLION!

IMMEDIRTE RCTION REBQUESTED:
PETITION TO CONGRESS ENCLOSED

perr e SRS

I urgently request that you sign the enclosed official Petition
to Congress.

Members of Congress must receive a strong message from senior
Americans.

anD sPecIFIcALLy. From vou. MR. (N

Our message is simple:

We oppose recommendatlons to help pay f&: a national health car
system by excessive cuts if Medicare.

The cuts that have been proposed are simply preposterous.

What's next?

Medicare has already been cut by $100 billion in the 1990 and
1993 budgets. And yet, not‘'one single program has been identified
as over-funded. g

Will you help me send a strong message to Congress?

(please turn page)
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Wp dues in the Na.t;iona.l Committee have
alw $10 a year. - 'f-: T

So please remember we ask only beca.uee extra.
donations are essential — but we only expect you to help

when and as you can.

| We are deeply appreciative for the extra help we have
a.lwa.ys received and thank you very much for it.
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THE SECRETARY OF HEALTH AND HUMAN SERVICES
WASHINGTON, D.C. 20201}

August 18, 1993

MEMORANDUM FOR THE FIRST LADY

From: Donna E. Shalala W%\U\

Subject: Medicare Cuts Under Reform

Background

We understand the necessity of significantly reducing health care
inflation for health care reform financing, but we are convinced
that the level of Medicare cuts Scenarios 1 and 2 call for would
be bad policy and worse politics. The first impression of the
health plan will be crucial to its success; the first impression
of either Scenario 1 or 2 as applied to public programs will be
deadly. Even Scenario 3 runs some serious risk of alienating our
friends at the onset.

Serious further cuts in Medicare are necessary to make health
reform work, provided these cuts are captured for reform purposes
as opposed to deficit reduction. We can then use savings rather
than substantial new revenues to help form the centrist coalition
of Democrats and Republicans necessary to pass health reform. If
Medicare cuts can serve the dual purpose of meeting entitlement
caps and financing a portion of reform, the liberal Democrats
could be mollified somewhat. The lesson of budget reconciliation
is that a balanced financing package is essential. As Exhibit 1
shows, however, Scenario 1 Medicare cuts would exceed the cost of
expanded Medicare benefits by $88 billion; Scenario 2 cuts exceed

expansion by $62 billion. We believe both numbers are much too
high.

The danger is that a proposal to use Medicare to finance so large
a part of reform will raise a firestorm of immediate protest from
our strongest supporters. Supportive physician groups such as
the American College of Physicians and the American Academy of
Family Physicians will face enraged members who view further
Medicare payment cuts as another broken government promise.
Members of the American Hospital Association will see themselves
as unable to survive the twin onslaught of aggressive pricing
from qualified health plans and continued Medicare erosion. The
elderly will raise the very legitimate question of why they are
paying more for reform than they will receive in benefits to
themselves. A major change in the current positions of any of
these supporters could doom the plan at the onset.



Provider and beneficiary response will greatly influence the
Hill's reaction. Senator Moynihan and the Ways and Means members
will be inclined to protect teaching and urban hospitals if they
appear to be in danger. Both House and Senate rural caucuses
will focus on the impact on providers, particularly hospitals, in
their districts. Mr. Waxman will be sympathetic to the protests
of physician groups.

In choosing the amount of financing to come from Medicare, we are
operating in the context of new savings from Reconciliation,
which have yet to take effect, that will total $56 billion over 5
years. Scenario 3 cuts in Medicare are more stringent than the
entitlement caps in the Nunn/Domenici proposal and will be very
difficult to achieve both technically and politically. If we
move to Scenario 1 cuts we will be asking the Medicare program to
provide, in new savings, an amount equal to four times the
savings already achieved under the Reconciliation bill. Even
Scenario 3 cuts would require almost three times the
Reconciliation savings.

This is not just a political problem, but a technical one as
well. Public programs simply cannot provide the same savings to
support the plan as can the private sector, which has operated
largely unchecked during a decade of Medicare restrictions. It
would be inappropriate, from a policy point of view, to impose
the same degree of expenditure limitation on Medicare and the
private sector when the number of persons covered by Medicare is
growing more rapidly than the rest of the population. Equal
total growth rates for the two segments will mean lower per
capita growth for Medicare. In addition, our strategy for
achieving the targets for private sector savings relies very
heavily on one time reductions in administrative costs, savings
which are not available in Medicare.

One result of ten year's worth of cost containment efforts in
Medicare is that provider payments under the program are already
fully one third less than the private sector's with the result
that the better group model HMOs are increasingly reluctant to
accept Medicare capitation rates. 1In fact, bringing the private
sector to current levels of Medicare spending, age and risk
adjusted, by itself would save tens of billions of dollars.

The attached document reviews some of the most pertinent facts
with respect to proposed Medicare savings.

Attachment



MANY RURAL AND INNER CITY HOSPITALS COULD GO OUT OF BUSINESS

o Almost 2/3 of all hospitals currently have negative Medicare
margins -- that is, they spend more on Medicare patients
than Medicare pays them. 1In 1991, Medicare losses nearly
equaled losses for uncompensated care. Some hospitals make
up these losses by charging private payers more. Under
health care reform, however, hospitals will be experiencing
cutbacks from private payers as well. Hospitals that are
squeezed from all sides are likely to respond by reducing
staff and/or services -- or closing altogether.

o About 30 percent of sole community hospitals, 39 percent of
small rural hospitals, and 24 percent of large urban
hospitals are currently operating in the red overall.
Another 25 percent of large urban hospitals are teetering on
the edge -- their margins are only .1 percent. While
operating efficiencies may be possible, many hospitals will
not be able to respond quickly enough. The additional
Medicare payment cuts along with private reductions may
force closures.

o Many inner-city hospitals, particularly public hospitals,
are facing crumbling infrastructures. Taken together, the
Medicare and private sector cuts will mean less capital to
invest and rebuild. Given their deteriorating structures,
quality problems will eventually surface. Such hospitals
cannot compete in the health care market.

PROMISES TO PHYSICIANS, ESPECIALLY PRIMARY CARE PHYSICIANS, WILL
BE BROKEN

o We are committed to increasing Medicare payments for primary
care services. Significant cuts in Medicare physician
payments under health care reform (on top of billions in
reconciliation cuts) will prove politically very difficult
to deliver if all physician fees must be reduced to the
extent required to meet Scenario 1 or 2 levels.

o Further significant cuts in physician payments could allow
gaps in access to develop in certain areas. Reconciliation
essentially froze Medicare physician fees in real dollar
terms and will lead to substantial geographic redistribution
in order to keep our promises with respect to primary care.
Reductions needed to reach Scenarios 1 or 2 would require
substantial reductions in Medicare payment levels. While
access to physicians by Medicare beneficiaries may not be a
problem immediately or in all areas, pockets of problem
areas are sure to crop up.



EMPLOYMENT COULD SUFFER

o

Almost 4 million individuals are employed by community
hospitals. The annual payroll (including fringe benefits)
of these employees is about $140 billion year. Cuts in
Medicare hospital payments could jeopardize the jobs of many
of these workers and negatively affect the economy in their
communities. Hospitals are now the largest employers in
many distressed cities; their employees are
disproportionately women and minorities so the job loss will
worsen the effects of the current economy on the most
vulnerable individuals and communities.

Hospitals are also major employers in rural America.

Studies show that the presence of a hospital in a rural area
guarantees an inflow of funds. If hospitals significantly
cut back on staffing or close, rural areas especially could
be hard hit by layoffs.

STATES WOULD SPEND MORE

o

Medicaid pays Medicare cost-sharing amounts for poor
beneficiaries. If the Medicare cost-sharing is increased,
the States would have additional liability. Each extra
billion in beneficiary cost-sharing translates into $470,000
more in State dollars.

Given the continued inadequacy of the Medicare benefit
package compared to the comprehensive package under health
reform, cuts of the Scenario 3 magnitude will make it
impossible for any State to integrate Medicare beneficiaries
into its system.

UNINTENDED CONSEQUENCES ON BENEFICIARIES

(o]

It is difficult to predict the effect of increasing
beneficiary cost-sharing on beneficiaries, since cost-
sharing amounts depend on the type of service provided and
whether or not the beneficiary is covered by supplemental
insurance. However, we have concerns that some
beneficiaries may be negatively affected.

+ For example, there are 240,000 elderly living in
families with incomes $200 or less above the poverty
line. 290,000 live in families from $200 to $250 above
poverty. Policies requiring beneficiaries to pay $200
or $250 more out-of-pocket per year could be
detrimental to individuals teetering above the poverty
line.



Medicare in Heaith Care Reform

($'s in Billions)

Scenario 1
1994 1995 1996 1997 1998 1999 2000 1996-2000
New Benefits
Drug Benefit w/rebate 0 0 13 14 15 16 17 75
Long-term Care 0 0 3 ¥4 1l 16 22 59
Sub-total 0 0 16 21 26 32 39 134
Reductions
Medicare savings to
meet global budget 0 0 -7 =17 -30 -45 -62 -161
Income Test Premiums -2 -2 -2 -2 -3 -3 -3 -13
Offset for Employed Bene's o] 0 =9 -9 -9 =10 =10 47
Sub-total -2 -2 -18 -28 42 -58 -75 =221
|Total, Scenario 1 -2 -2 -2 -7 -16 -26 -36 -87 |
Scenario 2
1994 1995 1996 1997 1998 1999 2000 1996-2000
New Benefits
Drug Benefit w/rebate 0 0 13 14 15 16 17 75
Long-term Care 0 0 3 7 1 16 22 59
Sub-total 0 0 16 21 26 32 39 134
Reductions
Medicare savings to
meet global budget 0 0 -6 -13 -25 -38 -52 -134
Income Test Premiums -2 -2 -2 -2 -3 -3 -3 -13
Offset for Employed Bene's 0 0 -9 -9 =10 =-10 =11 -49
Sub-total -2 -2 -17 -24 -38 -51 -66 -196
[Total, Scenario 2 -2 -2 - -3 -12 -19 -27 -62 |
Scenario 3
1994 1995 1996 1997 1998 1999 2000 1996-2000
New Benefits
Drug Benefit w/rebate 0 0 13 14 15 16 17 75
. Long-term Care 0 0 3 7 1 16 22 9
Sub-total 0 0 16 21 26 32 39 134
Reductions
Medicare savings to
meet global budget 0 0 -4 -10 -19 =30 -42 -105
Income Test Premiums -2 -2 =2 -2 -3 -3 -3 -13
Offset for Employed Bene's 0 0 =9 =9 -10 =10 -1 =49
Sub-total -2 -2 -15 -29 -32 -43 -56 -167
| Total, Scenario 3 -2 -2 1 0o -6 -11 -17 -33 |




SOCIAL POLICY

plan and not get through at all.”

For the moment, that strategy ap-
pears to be working. The Energy and
Commerce Committee, which seemed
to be at a stalemate two weeks ago
because Democratic leaders could not
round up votes for any proposal, now
seems to be back on track.

Chairman John D. Dingell, D-Mich.,
has been asking members one by one
what they want, so he can figure out
what deals need to be cut to win a
majority. He is putting together a bill
that he expects ultimately will win ap-
proval of the committee, which will
start work after the Easter break.

However, like the Ways and Means
Committee, which is unlikely to write a
bill that attracts Republican votes, En-
ergy and Commerce Democrats prob-
ably would push through a package on
their own, Dingell said. “We have told
our Republican colleagues that we
would be pleased to have their assis-
tance, and they have indicated that that
assistance is not forthcoming,” he said.

In the Senate, where bipartisanship
is both a tradition and a necessity be-
cause Democrats have too few members
to break a filibuster, the focus is on
forging a compromise. To that end, the
Finance Committee plans a two-day re-
treat March 20-21 in which members of
both parties will talk out their ideas.

Underscoring the willingness of Sen-
ate Democrats to compromise, several
senators said recently that they would
be willing to reduce — but not eliminate
— the Clinton bill’s requirement that
employers pay for 80 percent of their
employees’ health insurance.

Controversial Proposals

The so-called employer mandate re-
mains one of thestickiest for lawmakers.
The subject came up repeatedly during
discussion of Stark’s bill, which would
require all employers to pay 80 percent
of premium costs for a nationally de-
fined package of benefits. Unless Stark’s
mandate is softened, he risks losing sup-
port of two key Democrats, Benjamin L.
Cardin of Maryland and Sander M. Lev-
in of Michigan.

“There are no subsidies for small
employers in the bill,” said Levin, who
probably will offer an amendment pro-
posing a tax credit or deduction for small
employers.

Levin also is concerned about a
timetable requiring that employers
with more than 100 employees pay for
80 percent of their insurance starting
in 1995. A Congressional Research
Service study found that at least 3.2
million full-time employees in firms
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Congress created Medicare, the federal health insurance program for the
elcerly, in 1965 as part of President Lyndon B. Johnson’s Great Soci-
ety. The law (PL 89-97), 20 years in the making, was considered the most
important welfare program since the Social Security Act of 1935.

Medicare consists of two sections — Part A and Part B — and covers
the hospital and physician needs of qualified people age 65 and older.
Coverage for disabled people under 65 began in July 1973.

People enroll in Medicare in two ways. Those turning 65 can apply for Part A,
Part B or both at any Social Security office.
Coverage for the disabled automatically be-
gins two years after they start receiving dis-
ability benefits.

Under a draft health-care overhaul
plan released March 8 by Rep. Pete Stark,
D-Calif., Medicare would expand by 1997
to cover those who do not have private
insurance and would put them under a
program called Medicare Part C. It would
include Part A and Part B coverage. Stark
would require that employers either pro-
vide health insurance for their employees or contribute to the Part C fund.
(Story, p. 609)

Part A and Part B

Part A, funded by a 1.45 percent payroll tax, pays for hospital and short-
term nursing care after patients meet a $676 deductible. Because of the tax,
Part A does not require most patients to pay premiums. But for people who
have not worked long enough to qualify for premium-free coverage, Part A
coverage can be purchased for $245 a month.

As of March 1993, Medicare Part A covered 35.5 million people at an
annuall cost of $90 billion, according to the Health Care Financing Adminis-
tration (HCFA). The government tries to control Part A costs through the
Prospective Payment System, adopted in 1983. The system determines
reimbursement rates for hospital services.

Part B, known as Supplementary Medical Insurance, covers physician
services, health care at home and outpatient services. Unlike Part A, Part
B requires that individuals pay a premium of $41.10 a month. After pa-
tients meet a $100 deductible, Medicare covers 80 percent of certain physi-
cian and non-hospital costs. Besides premiums, the program is financed by
general federal revenues. As of March 1993, Medicare Part B covered 34.2
million people at an annual cost of $55 billion, according to HCFA. To
control Part B costs, the government instituted the Relative Value Scale
(RVS) in January 1992. The RVS assigns a value to each medical proce-
dure, based on complexity, then uses a conversion factor to translate the
value into a dollar amount to be paid to doctors.

Part C, according to Stark, would cover about 60 million people and cost
$80 billion to $100 billion a year. It would replace Medicaid, the federal-
state health insurance program for the poor.

—Brad Wong

of more than 100 people do not have
health ingurance.

Stark’s subcommittee has a 7-4 split
of Democrats to Republicans, and peo-
ple expect Republicans to vote unani-
mously against Stark’s proposal. In ad-
dition, Democratic panel member Mi-
chael A. Andrews of Texas is a cosponsor
of a more market-based bill (HR 3222)
that has 1no employer mandate. He is

unlikely to be comfortable voting for
Stark’s bill. Ranking Republican Bill
Thomas of California is hoping Andrews
will vote with the Republicans on some
measures, indicating support for a less
regulatory approach.

“If we can get some votes that create
some understanding of the universe of
bipartisan agreement, then that shows
the bipartisan way,” Thomas said. ®
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Divisions Behind the Scenes

he House Ways and Means Committee is beginning

its toughest challenge in years with its chairman’s
future in doubt and its members badly divided about
how to proceed on health care legislation.

Beset by legal difficulties for the past two years, Chair-
man Dan Rostenkowski, D-Il1., is fighting for his political
future back home in Chicago and is in danger of losing a
primary election March 15. Even if Rostenkowski survives
the primary, he remains under investigation in a broad
federal probe into possible financial misdeeds, including
allegations that he embezzled cash
from the House Post Office. (Week-
ly Report, p. 457)

Behind the excitement that ac-
companied the opening delibera-
tions of the Ways and Means
Health Subcommittee, members
say there is considerable uncer-
tainty. Distracted by his primary,
Rostenkowski has not exerted firm
control over the committee’s pro-
ceedings and probably will not do
so until the full committee begins
its deliberations next month. The
24 Democrats on the 38-member
committee are badly fractured,
both on specifics and broad ap-
proaches to health care reform.

Ways and Means is one of three
committees putting together
health care overhaul plans. And
House leaders appear to be unsure
which one will emerge as the pre-
ferred vehicle that meets Clinton’s
goals and has the best chance to
attract the 218 votes required to
pass on the House floor.

“I think they’re just crossing their fingers and hoping
we put something together,” said Rep. Jim McDermott,
D-Wash. “That’s the only direction we’ve had — keep
working until you get something done.”

Rostenkowski is central. His deal-cutting skills are
unmatched in the House, and Clinton has done every-
thing short of endorsing him to see that Rostenkowski
emerges from his primary with the party nomination.
Lawmakers say they expect Rostenkowski to step into
the middle of the committee’s health care deliberations
once the primary is over.

If Rostenkowski is defeated, his clout may diminish ,
but he will remain chairman unless he is indicted.
“When he gets back, he’s going to want to make his
mark, whether he wins or loses,” says Ways and Means
member Mike Kopetski, D-Ore. “He’s very adept at
putting something together that we can sell on the
floor.”

Rostenkowski has said he expects the Health Sub-
committee, headed by Pete Stark, D-Calif., to produce a
draft health reform bill that will rely more heavily on
the government to run the health care system than the

Members say that Rostenkowski, distracted
by political difficulties, has not exerted firm
control over the Ways and Means panel.

bill that ultimately will leave the full committee. At this
point, the 11-member subcommittee’s ability to get a
six-vote majority for any bill remains in doubt.

If Stark succeeds, lawmakers say that Rostenkowski
likely will use the subcommittee bill as his own vehicle,
since it already will have at least six votes behind it. If
committee Republicans indicate little willingness to sup-
port the final product, Rostenkowski likely will caucus in
private with his Democrats in an effort to work out
changes or additions to Stark’s bill that could attract a
solid majority of the committee.

Despite his primary worries,
Rostenkowski already has been
working with the White House to
lay the groundwork for a compro-
mise. He has spoken of the need to
attract small-business support for
the bill, which could help him win
over some conservative Democrats.
“They’ve got to line up some pretty
conservative guys,” said Michael J.
Rock, a lobbyist for the American
Hospital Association.

Among the more conservative
Democratic members of the com-
mittee on this issue are Peter
Hoagland, D-Neb., Barbara B.
Kennelly, D-Conn., Bill Brewster,
D-Okla. and L. F. Payne Jr., D-Va.
Rostenkowski’s challenge will be to
attract them without alienating the
more liberal members of his com-
mittee, including key members of
the Congressional Black Caucus:
Charles B. Rangel, D-N.Y., Harold
E. Ford, D-Tenn., John Lewis, D-
Ga., William J. Jefferson, D-La.,
and Mel Reynolds, D-Ill. The caucus has yet to define
its views on health care.

Nervous House members are looking for protection
before they will vote for controversial elements of Clin-
ton’s plan, such as the mandate on employers to pay for 80
percent of their employees’ insurance. Specifically, House
members want assurances that their votes will not go for
naught because the provisions are dropped in the Senate.
Rostenkowski’s aides have begun discussions with their
counterparts in the Senate already, lawmakers say.

“Members want better assurances that the House
and Senate aren’t too far apart,” said Kopetski.

If Rostenkowski can hold together the Democrats,
opportunities for critics of the administration plan to
attract supporters for alternative plans will be slim.
There is only modest support on the committee for one
of the leading alternatives to Clinton’s plan, a more
moderate plan sponsored by Rep. Jim Cooper, D-Tenn.
The plan has so little chance of passing that one of its
sponsors, Rep. Fred Grandy, R-lIowa, said he had not
even decided whether to offer it for a vote.

—David S. Cloud

R.MICHAEL JENKINS

CQ MARCH 12, 1994 — 607




From the Desk of
MELANNE VERVEER_

g

































R A S es PIE St s .
"0‘: vowhRee ey e PR Shi i s R rie e b @k e
‘ Wty ; , Il [Z/(p‘f
> B ¥‘+ - ! g =, = . _THE NEW YORK TIMES,, THURS

3 ;lhnl a previously  schedule
meeting of the policy-making

House of Delegales would be-

¢ gin on Nov. 20 at Miami Beach
> . Observers cxpect the associa-

OPEN DAILY 9 a.m. to 9 p.m.
DURING THIS EVENT

LAS!

_ We i pewies A DETECTIVE STORY ABR

Administration  health. e
Insurance bill covered just those e (e Fints p * z s
persons H5 vears of aze R "‘:‘ i ;‘I Al 'J. A AT " B - .
over, It provided the {ollasang ay il acenred ot chied angh £
"“” into hospitals with st N ‘

© 7 QHoApital servires for either Crons rards had  fow

up to 00 days with the patient anthorities  hut patadl of them. |

paying $10 a day fur the f1rst . Mv-rn-'!hqn X ..‘..r.n;. L |h.’-

nine days: or up Ly 10 days orted FAONIREUR oo vt !
with the patient pavingg the fie-t W TREHy NPHORAnEE £ U .

two-gnd-ane-hall days of aver. Cross 'nnl ,|Z{~vr[|..>1 hospitals inf
age costa; or all costs for up tn x'm. ;,“- ropohitian :”m Lo
(% days. The beneficiary woulg 'F T A Spokesman
be bound to whichever plan was agency rovealed yeste

tion to reaffirm its oppositior
]lo the Administration’s medica’

q/Care proposals despite an clec-
Coutinass: T\ P‘" 1 CoL 2 iion that presumably enhanced

=g * {the prospects of strong Admin-
.. some compromiss to make hos-||siration efforts to pass @

pital and other medical services|peajth care bill under the So-
avallable under a “prepayment|cia| Security System
program™ not Jinked to Bociall pr Donovan F. Ward of
Security., Dubuque, lowa, president of the
“I am acutely aware of u‘e'A.M,A.. was In Puerto Rico
fact that there is & problem heretsqay and could not be rcached
_which must be mel,"” he told & (- comment. ¥
civic club in LAttle Rock, Ark.l part of the A MA’s hesi-
this fall tancy to react Is believed to be

One compromise could be ') \cijting strategy to find out
separate payroll tax—not tied Lo oy °
Social Securily —to finance hos-|
pital and olher medical cos=la
for elderly persons

The heallh insurance proposal
has becn Lthe center' of contro-
versy for nearly 20 yeurs. A
plan o providé broagq medical|
insurance under Social Securily
for persona of all aAges was pro-
posed in 1945 by former Preal-
dent Harry 8. Truman,

Twa months ago, the Senale
passed a bill combining heaith’
nsurance for the aged with
increases in Social Security cash
benefits. It marked Lthe firsl
time elther house of Congress
had endorsed nny such proposal
for medical care

The entire hill = Including
gash-benefit increares earlicr
voled hy tas House- died n
conference cummittee just he-

tare Congreos aurned 03 BLUE CROSS TELLS

kind of a bhill the Ad-
ministration will offer. In the
closing days of last Congr
an cffory was tatde o ger e
legislation through in a com-|
promise form

Spokesmen for the A MA'S
chief npponent on the issue e
National Council of Seminr Cilg-
zens, sald that the assemtion
had decreased it lobhy staff inl
Washington. The council has
fald that 1t and friends o f medi-|
cal care helped defeat 20 of 40
incumbent Representiatives who
were strongly opposed ta medi
cul care

The councll hehieves that the
pruposal has 54 sute Y
in the Senate and o majonty ius
high as 60 In the House s a
result of the election

walti nl
r the
!!m{l

chosen upon reaching age 657 \l, ]C“n’ ;;i;;”,::if,,:,.‘ .',. i l,’,‘:‘
qSKilled nursing home scrv- ”.'\l""“ A

ices for up 1o 150 days after The man. whao LHld. (he I"'“"'!
lr‘amlor fram a hospital that he was Charles Jacabs off
‘!Homc nursing care for up Sap Harbor, L. L. wis arrested
to 240 visits. - after being admitted to the Ter-
GOutpatient hospital diagnos- Helghts  Hospital, K7 |
tic services, gubject Lo, payment: nayarmo Street, Hollls, with a
of the first $20 by the patlent o 10 "piie Cross card. e
for each diagnostic study. aroused the suspicion of the
Payment of all drugs used y,on14) which called the po-
in hospital or nursing home: lice. 3
v To finance the plan, Soclal * ) 0iag A, Larsen, a wiee
Security taxes would have been oo.qiaent of the agency, sanl
inereased one-fourth of 1 per ypoy 1 had “passed along in
cent for both employe and €m- (,rmation concerning him to the
ployer and the salary hase on .. in our offorls 1o protedct
which the tax would apply ur member  hospitals
would have heen Increased (Xom yoive nicked n the
$4.800 to $5,200 bills 1Ilm up by t!
The firs-veas ew' of 07 o Ha pgrlade publie 4 Blue Cros
Administration program s €S- pulletin 1o member  he
timated at $1.2%0 hithon, Aboul {44t June that gasve same
13 ymillion persans woiNd  be-
come immediately eligible for

|

tab fur thy

OSSPt

1l

allases Jacabs has used and a
physical description of hin

ald, :
i Pilot Dies in Oklahoma Crash
ANMIAL Office s Sllent FAIRVIEW, (Za, Nov. 11
Special 1o The New York Times tAP -~ n small s

CHICAGO. Nov, 11 — The partitcipaled in 2 reumon
American Medieal Association crashed within O

office here was silent on the day. One mlat we
outcome of last weck's election €nong

hut & epokesman noted dfy Jured
> A

muntes 1o

anton stunt N
















s sk e perem asseres

e o

_yhlt.t cyowded East Harlem =xchools|
was upheld in court yesterday. |
S’Z"m

Btate Bupreme Court Justice|

t{Vincent” A. Lupiano dismissed|

law|a petifion filed by three parents|

of pupils attending Tubdlic|

y tifye and & eonfidant Urgrs Actlon Now HSchodl 6 10 overturmn the board’ "
peadident JoRpsan, then a' Union leaders-fear that mmy‘rnomnx which 1s pan.l n]{ an
Wi« resignation under: members fnay vote for Benator| effort Lo achieve racial balance
Jcwnber was followed! 'Goldwater, who opposed thel” * et A

-te Investigation of his cyyy rughts Act, because they| I7:8.6,aL'A1s0 Kirest and Ma

e husiness affsirs, ‘lhmk the act requires employ-| ‘um Averute,

A Thiladeiphia  today M'Itn tn displace white wmycrl‘(

fpd ot pl what the falr’
,w(m” o pragtices ncUon of
s Demiocratie major.|90¢*:

,m tl(} schools

has been known
)t BO yeats as the hest among,

‘lmakey denied In a slate. with Negroes and drstroya un- public elementary schools
Wt that i com In their sult, the parents saxd
; v PARY|(hn serifority protection, ok Gt e e
averpald Mr. ReyniiArs that the boa as
It was divies~ taday that
irance firm

in ronnectiom
o niding the stadium. The

the rezoning “slely W pr
to dis-

vacancics at

tha federation planned the schnnl for

bhute three milllon copien of al and §? T aren ' 0o The Congressional Record,
g Mo i Mg 'h":\"r:mnn hesded “Ciil Raghts | RO LUSTIO AN EONOOR: inatr: Catldwator wald:
1 for Mr. V,Illllms‘ ased: Vnuu'v- ;’\lllr : ';'I.l- m'-,-y,;z.‘ BergvadHaceimmid b | I faee vath d.-‘:-n forehoding
n A i This *h 114 N oin ke 00, 4970 b
L s untrue Lhal a s e consequence of our embark-
fr. MeClonkey wae the Tirime SmMPRAMETS A I . : the due § ts and. o this enur
certain nurmnler of Is 1S COUTSC He crniti-
‘tattar (e roanatruction of el " of e s
. N PAeC cized the passage nf the !
1ah n th have tn ba hired on ¢ g S I 4 an
il h oo ""’ n."lvrn M white wotzers have Ln state andg Fecerad RS A most  significant  step’
Y f ‘ ety 203 5w : .
' finance chatrman of the ba Alhratasad Ui e ream fuend: s N toward making the Social .\o-/
mneralle  party  and  Ixter ’ ot At ; 1 L VD curity systern a rehief  and
/A wa, Ambassador 1o [re. N7 prohibats s r o on st
1 | It alvy empharizes there v R L e . .n‘
" P o L L LI 4 S ‘epublirans
vr. Tleynalde, head of a Rilver| 00 fair housing provinan "" i FAne : , Mnm']( e i
ring, Md., insurance sgency|the hill - although the A ¥ U Rether the board e Justiee t put health msurance
nllmMm l'-gn 16, Cotarnn & | Continued on Plt‘ 2‘!.( wluum 2 [Luplans hax dealed tnal WA®ante the Social Secprity  hill.
ireznning w4l apecilically ex-IVoting againast were 28 [epube
Ae white children Ir Ltheilieans and 18 Democrats
ork, War H ero, Diesf:
Joit the rort A e Lhe e owere Jacoh K. Javits
harpe +f racial di-orinun inecth 2 Keating, both
0 1 1aet e atressed that 1) York, Chfford ' Case
\Killed 25 Germans T s R
l . rernn; Alle h re J v vargaret 1ase
nie 0t ren and 1 o Miaange nd Thomas
and Captured 132 g a1 G nE fhan
in Argonne Battle J ;
s
e S ’ 2 Humphirey Votes
FAMMNILLY "
Alvon ! T . AL
Vi) Y far s ! t ratie
Lits mitte v A ! < L3
{ _ i need Lhe ' ! his part
dimd (e mrnings at Letrrans B S-parly
| 1" ) Wothe ' ey - & for the
i [Adminiatration Hosptal after: H AR 20 P v x
- w.h | o friar
'a lang Htineae Fle was TR VAT O i o M reabe s e
‘old o
,: xnd ol Cantinued an Page 19, Coliinn 3 the Ad:
\ ' —_ « [ume medical fare
"‘,"V AL TR [ H{Ld AN N ( 1n
Tennerasee anlAiness R C '11' ée A 0
' S ‘ later this
‘,'“‘“,A’q / victions  at  firsl eport On l lgan
: aingle-| :
kept him ( fighting. »ing Assarled b CO RE ey PO
handedly ¢ iredd vor killed an

entirn Ge
battalion.

An  machine-gun
|

se(‘sa“lng all the way Lhmugh
'the roll- call,~came-in & hushed™
chamber in midafternoon.

Visitors in the crowded gal«
{leries could see a major cam-
palgn Issue shaping up on the
|Senate floor.

Scnator Barry Goldwater
Repubilican nominee
dent, flew

, the
for Presl-
back from PPhoenix,
tn vote against the pro-
He 1ssued a
deserihing the

tAnz,

posal. statement

program  for
medical care as an insull to the
intelhgence « of
pC()"‘

American

Passuge Criticlzed

In a two-page statement put

irely natled into the House-
;.4-~~\ measure that would in-

crease Soclal Security taxes and

7 Thereafler hix life became a
tangle of parades, political ap-!|

l Ry DAVID HALBERSTAM
The Congress of Raclal Fqual.

henefits for 20

milllon Ameri-

Ity yesterday sharply

r—.q(-”r.i ans

pearances and unpald taxes. Rut

| Dmtnet Attorney  Frank A< passed hye the Ilouse, the
) the sergeant's  modresly  ane Flapan's regar! ' 4 Nave 5 e
devotinn to Wy peapde in the N ; y = Casie

e bty . ; = \ n

T
My ' page PR
and added todhe legend It sald the report fa Ley TN d hase heen raised to
” | N 11 port 3
The old soldler, winner o emphasize “the most siznificant )t per thiall of this pald
) onnr and nearly| : by the smn It by
:‘:). MN:I” {(‘“ o romn\dlrllnnx [and] the dis. by the emy halt by the
other iecorations,

2

Pp H

brought Lo the hospital on
urday from his home in
Mall, 120 miles northeast

|parity of the opponents

{mnr*xm whal L aald

emiploye) over A period of years,

CORE's 14-page report '”m.'ami the !ncome base on which

was IS Continued on I'age 14, Column 4

lown Investigation and charged -
Nuhvnl::. Hix illnesx, the th{lh“ S yeariold Jamea Paweh RIS TRD
in the JAst two years, was de- had been shot “needlessly” by 1 =
scribed as an acute internal in- AT e e 2 i, e
fection N : hid it T 08 tuar )
tepgant, Yk had been Wt O B L e e b Wy 3038
f . His death| ; S . 24 5

.:lc;)‘;r::ol:;;"::::;yw:: C.““,d."lnz by a New \nrk rnu;;\) !:'y"‘\ ;:l';,:‘:m A i‘l
s hospital statement said, by\m‘nd jury on Tuesday €| Crovmors :(::-\\ %jg
" v oflxhnoun‘, in front of a bullding| t'::’-: 2 W..::.‘“ e
general ' debllity resultan in.| At 315 East 76th Street, louchod.rl__w” o et
Toa Tew York Times |* COMbination of conditions In-| o "oy ot iy jiariert and the|ro onli a
wilcomed Batk S0 Pall Mall, |ctdent in-Din.age and complicaty —— G weiiow Mewe AL isadre. Fce T

nmiog & hero In World War L. ' Conlioued on Pnu .ge 28, Column 1 = Continued on l‘ age ”4 Column 3§ Neay Summasy and Indes, Page 31










JUN-30-1994

1964

17:35 FROM T0 H45650D (¢ r.uc

MEDICARE CHROROGLOGY -- HUUSE

-- Ways and Means Committee reports bill on party line vote

(D:

17-0) (R: 0-8)

-- Republican Amendment to gut the bill and replace it with
a voluntary program fails 191 to 236 (D: 63-226) (R:128-10)

-- House approves Medicare with strong bipartisan support,
313-115 (D: 248-42) (R: 65=73)

-- House approves conference report 307-116 with a majority
of Republicans (D: 237-48) (R: 70-68)

1960:

1962:

1964:

1965
1965

MEDICARE CHRONULOGY -- SENATE

Sen. Clinton Anderson’s Amendment Pailed 44-51 (D: 43-
19); (R:1-32)

Sen. Clinton Anderson’s Amendment Tabled 52-48 (D: 21-
43); (R: 31-5)

Sen. Albert Gore’s Medicare Amendment Adopted 49-44 (D:
44-16); (Rt 5 = 28) -- Died in Conference

Medicare Adopted 68-21 (D: 55-7); (R: 13-14)
Conference Report Adopted 70-24 (D:57-7); (R: 13-17)
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SOCIAL SECURITY CHRONOLOGY -- HOUSEB

On April 5, 1935
Ways and Means Committee reports the Social Security
Act without a single Republican vote (D: 16-0; 1
absent) (R: 7 "Present")

On April 19, 1935:
House rejects motion to recommit the bill to Ways and
Means (offered by Treadway - R, MA) 149-253 (D:45-252)
(R:95-1)
House approves Social Security 372-33 (D:288-13) (R:77-
18) (I:7-2)

On August 8, 1935

House approves conference report by voice vote

SOCIAL SECURITY CHRONOLOGY -- SENATE

On June 19, 1935
Accepted an amendment to exempt firms offering private
pensions 51-35 (D:35-30) (R:16-3) -- dropped in
conference

Rejected an amendment to strike old-age benefits was
rejected 15-63 (D:3-54) (R:12-7)

Passed the bill 77-6 (D:60-1) (R:15-5) (I:2-0)

On August 8, 1935

Adopted Conference report by voice vote
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“It was an open secret on the hill
that many Republicans were not in
sympathy with the measure drafted,
but dared not be recorded against it
for fear they would be snowed under
at the next election.”

-~ “G.0.P. Crushed as House Votes Pensions, 372-33.”
The YYashington Post. (Douglas Warrenfels, April 20, 1935, p.1).
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NATIONAL ASSOCIATION FOR HOME CARE KAYE D. ANIELS HONORABLE FRANK E. MOSS

519C STREET. N.E.. STANTON PARK CHAIRMAN OF THE BOARD SENIOR COUNSEL

WASHINGTON. D.C. 20002-5809 VAL J. HALAMANDARIS STANLEY M. BRAND

(202) S47-7424. FAX (202) 547-3540 PRESIDENT GENERAL COUNSEL
August 5, 1994

First Lady Hillary Rodham Clinton
Old Executive Office Building, Room 100
Washington, D.C. 20500

Dear Mrs. Clinton:

Thank you again for taking time from your busy day to participate in our latest
HealthRIGHT event, which took place today in the Ways and Means Committee hearing
room. From all reports things went extremely well. All of the networks, plus CNN and
MacNeil/Lehrer requested a copy of the video petition, which we presented. We hope
that the result, once again, will be positive news coverage which will help bring about the
enactment of true national health care reform.

When I returned to the office I received a rude shock. Our staff obtained a copy of
the Mitchellbill and analyzed it carefully. The conclusion of our staff and members of
our Government Affairs Comumittee is that the bill is inadequate -- marginal at best in
terms of meeting the objective for which we have all worked so hard, namely universal
coverage. We have even more problems with the treatment home care receives in the
acute benefits provisions. Although home health is included in the standard benefits
package, it can only be used when required as an alternative to institutionalization.

Even more serious from our point of view are massive cuts in Medicare, a
disproportionate share of which would come from home care beneficaries. We are still
analyzing the proposal, but as we understand it, it contains the following provisions:

* A 20 percent co-payment in the Medicare home care program would be required.
This provision would be particularly devastating. It would cut the home care
program by approximately $26 billion over a five year period. The burden of this
provision would fall squarely on the shoulders of Medicare benefidaries. Our
members are concemed that this would add billions to their administrative costs at a
time when their reimbursement rates are frozen or being reduced and that it will act
as a significant disincentive to the use of home care benefits resulting in the end of
increased program costs as individuals are kept longer then necessary in institutions.

* A continuation is proposed of an existing freeze on Medicare payments. Under
current law, Medicare costs and related limits are updated each year with automatic
increases put into effect which mirror increased costs related to inflation. Costs
which have been frozen for the past two years would remain frozen at the 1993 level
until July 1996.

KEPRESENTING TIE NATION'S HOME HEALTH AGFNCIES, HOME CARE AIDE ORGANIZATIONS AND HTOSPICES
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HOMECARE

First Lady Hillary Rodhamn Clinton
August 5, 1994
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» A reduction in the Medicare cost limits is proposed to

100 percent of the median.
Costs limits are cunentlfr set at 112 percent of the mean. This is slated to reduce
Medicare benefits by at least $4.2 billion over five years.

Unfortunately, the above information comes orily one day after a report in the Wall
Street Journal that the Clinton' Administration has shifted $250 billion in future Medicare
spending away from home health agencies to hospitals as a means of enlisting the
support of the American Hospital Assodiation, as one of the so called "Four Hotsemen"
allied to bring about health care reform.

I have been around this city long enough not to believe what I read in the newspaper,
but our members are extremely alarmed. You have been gracious enough to say on
several occasions that no group has worked harder in the cqusade and support of the
President’s health care reform plan than has the hospice and the home care industry. 1
know this is where your heart lies. The National Association for Home Care and our
allied Center for Health Care Law, Hospice Assodation of America and HealthRIGHT
organizations have done everything possible to assist you and the President. As you
know, we have spent millions of dollars in a national advertising campaign and funded
HealthRIGHT as a means of bringing real people with real problems to Washington to
lolf?y the Congress, to support the President and increase pressure for health care
reform.

The measures which are now being proposed by some people in Congress,
supposedly with Administration support, appear to be punitive and discriminatory to
home care providers and the millions of people they serve. I hope that we are wrong
and that there is some misunderstanding on our part. I would like to emphasize the
gravity of this matter by telling you it threatens our very support of current health care
reform legislation.

It is my fondest wish to be able to use all of our energies and resources in support of
health care reform over these coming weeks. We have worked so hard to assist you and
the President in pursuit of comumon objectives. We would be extremely reluctant now to
have to oppose the legislation. I am writing to ask your advice on how to proceed. May
I ask your staff to set up a meeting for us to resolve this matter at the earliest
opportunity with key White House staff to discuss this matter? We are asking for
similar meetings with memters of Congress.

VS::':L@‘:%

VZ Halamandaris

President

cc: Melanne Verveer



