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MEMORA OUM 

To: White House Staff 
Fr: Harold Ickes \l...,?-
Dt: August 18, 'r994 
Re: Attached material on Health Care 

The Majority Leader has begun focusing on the theme that the American people should have 
health care as good as Congress and federal employees have. Senators will echo this drumbeat on the floor 
today. We must make this a central part of our message as well. The attached material outlines the 
argument that the Mitchell bill simply ensures that the American people have health coverage as good as 
Congress' -- and by contrast the Dole plan leaves Americans at the mercy of insurance company loopholes 
and fine print. 

I hope you will find this material useful in any public appearances or conversations with the press. 
Please feel free to call if you have any questions. 



",['\ \ r<)R II\\ E fHE .\IITCIIELL PL\.\ f3 T 

.-\�IERICA.\" H.-\ VE THE DOLE PL-\:\ 

FEHBP Mitchell Dole 

Solid Insurance With No Loopholes ✓ 

Guaranteed Choice of Plans ✓ 

Comprehensive Benefits ✓ 

Employers and Employees Share ✓ 

Responsibility 

Guaranteed Bargaining Power For More 
Affordable Rates 

Senators must choose: live under the plan you support or support the plan you 
live under. 
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health plan. pay a fair price for insurance, and their employer -- the ta'<pa� ers --picks up most of 
the cost. They can change plans if they want, and are never denied coverage for pr�-existing 
conditions. Doesn't everybody deserve that kind of insurance?

Private Coveraee from their Employer 
Members of Congress have their health coverage provided ori the job, and most of the 
premium (72% on average) is paid for by their employer -- the taxpayers. 

Hundreds of Plans to Choose from: 
Members of Congress -- not their employer -- get to choose from hundreds of insurance 
plans. They are able to pick from 14 different fee-for-service plans and more than 200 health 
maintenance organizations -- a total of 300 plans nationwide. and more than a dozen in every 
district. 

The Opportunity to Pick a New Plan Even: Year: 
Members of Congress and their families can choose a new plan onct a year during "open 
season". A guide to the plan says: ''You nyay swirch plans to lower costs or gain the besr

coverage for your condition, and use that coverage at the beginning of the year." 

·Comprehensive Benefits
Members of Congress typically enroll in plans like the Blue Cross Standard Plan. which has a 
guaranteed benefits package including hospital and physician services, emergency care, 
mental health and substance abuse benefits, maternity care, and prescription drugs. 

Community Ratine 
Right now every member of Congress -- young, old, healthy, sick, -- pays the same price for 
the same health plan. And even if they get sick during the course of the year, their rates don't 
go up; they still pay the same premiums as everybody else. 

The youngest member of Congress and the oldest pay the same price for the same benefits. 

No Denials for Pp-existine Conditions 
The brochure.describing the health benefits for members of Congress says that "Plans cannot
exclude coverage for any pre-existing conditions or illnesses your family may have when you 

enroll." 

#1821, 8/17194 



The Mitchell bill provides American families the 
same guarantees Congress has 

Today. members of Congress have 1rue health security -- they pick their own doctor o.nd health 
plan, pay a fair price for insurance, and their employer -- the taxpayers --picks ui; most of the 
cost. They can change plans if they want, and are never denied coverage for pre-�xisting 
conditions. The Mitchell plan provides American families with the same guarantees -- solid 
insurance, guaranteed choice, comprehensive benefits, and bargaining power. 

Solid Insurance You Can Count On 
Right now every member of Congres�, the President, and all federal employees have the 
security-of real insurance -- private insurance without loopholes or fine print. Young, old, 
healthy, sick, every federal employee pays the same price for the same health plan. Even if 
they get sick during the course of the year, the�r rates don't go up. Pre-existing conditions are 
covered. 

The Mitchell bill would provide all families with the security Congress has -- solid insurance; 
no l9opholes. No charging more when people get sick, no dropping coverage, no lifetime 
caps on benefits. Coverage would be immediate upon enrollment, and pre-existing condition 
limitations would be limited and then phased out. 

Guaranteed Choice of Plans: 
Members of Congress -- not their employer·-- get to choose the private insurance plan best 
for their families. And they get the opportunity to change plans once a y'ear. · · 

The Mitchell bill would guarantee families a choice of at least three plans, and would allow 
people to change plans once a year if they wish. Employees in firms with fewer than 500 
employees would have the option of enrolling directly in the Federal Employees Health 
Benefits Plan. 

Comprehensive Benefits 
Members of Congress typically enroll in plans like the Blue Cross Standard Plan, which has a 
guaranteed benefits package including hospital and physician services, emergency care, 
mental health and substance abuse benefits_, maternity care, and prescription ,drugs.

Under the Mitchell bill, everyone would be guaranteed a solid set of benefits, modeled 
closely after the benefits plan now provided to members of Congress. 

/ 

Efficiem;y 
FEHBP enrolls 9 million people in 50 states, contracts with hundreds of plans, yet the entire 
program is adrninstered by only 144 people. _It also has very low administrative costs. 

The Mitchell bill would bring this efficiency and market competition to the whole health. care 
system. 

., 
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Increased Bargaining Power 

The Feder:il Emplo�ees H�alth Benefits Plan co,er-> .:i million people -- the Pre:,1dt?nt .md his 
family. yfembers of Congress and their families. and all other federal empoyees and their 
farm lies. ince they're such a big group, they get the best rates. and costs go up more :-lo,, I�. 

Senator Mitchell's plan guarantees small and medium-sized companies access to purchasing 
groups that bring bring buying muscle even to the littlest companies. 

114227. 8/l 7i94 
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You're Out of Luck 

Solid Insurance vs, Loophole-Ridden Insurance 

Right now, Bob Dole and all his co-c;ponsor Senators have the security of real insurance -­
private insurance without loopholes or fine print. Young, old, healthy, sick, every federal 
employee pays the same price for the same health plan. And even if they get sick during the 
course of the year, their rates don't go up; they still pay the same premiums as everybody 
else. And pre-existing conditions are covered -- the brochure describing the federal plan 
says that "Plans cannot exclude coverage for any pre-existing conditions or illnesses your 

family may have when you enroll. 11 

The Dole plan allows insurance companies to continue to raise rates unchecked, and to 
charge older people three to four times more than younger people. Some small businesses 
will continue to pay more than others, and some families more than other families. You could 
still work hard, pay your premiums, and have medical bills sent back "not covered". Millions 
would still have phony, fly-by-night insurance, and an estimated 30 million Americans would 
have no coverage at all.[Lewin-VHI, July 1994) 

Guaranteed Choice of Plans vs, No Guarantee of Choice: 

Members of Congress -- not their employer -- get to choose the private insurance plan best 
for their families. And if they don't like the plan they're in, they get the opportunity to 

change once a year. 

The Dole plan does not guarantee that all families would have a clioice. If you're employer 
covers only one plan, and that plan doesn't include your doctor, you're out of luck, 

Comprehensive Benefits vs, Insurance Companies Decidine What to Cover 

Members of Congress typically enroll in plans like the Blue Cross Standard Plan, which has a 
guaranteed benefits package including hospital and physician services, emergency care, 
mental health and substance abuse benefits, materni_ty care, and prescription drugs. 

While the Dole plan describes a standard benefits package (called the FedMed p�kage) and 
says that every health plan has to offer that option, insurance companies could still sell dozens 
of other packages that exclude the benefits people need. [Dole BiJI Sec. 21115 (a) p.85 ] This 
allows insurance companies to effectively deny coverage of certain illnesses by structuring 
benefits packages to not cover certain treatments. Millions· of Americans will continue to face 
the nightmare of insurance claims coming back: "Sorry, not covered." 
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How it 1forks: 

• 

• 

• 

• 

• 

• 

The plan'� success in cost containment sterns from the fact that it is big enough to 
carry considerable weight in annual prerniwn negotiations with insurers. 
The government licenses plans to compete for federal employees prerniwn dollar. It 
pays a substantial amount :._ up to 75% for most employees -- towards the premiwn 
cost of the chosen plan. 
Nationally, over 300 plan options are offered and between one and twp dozen are 
available in each locality. 
The plan offers 14 traditional fee-for-service plans and more than 200 health 
maintenance organizations nationwide at monthly costs ranging from $63.58 to 
$501.96 for family coverage. [Hill Health Care Gets a Closer Look, The Washington Post, Kevin

Merida, 3-21-94] 

The consumer decides which plan to buy and those who are unsatisfied may switch in 
Open Season. One may also switch plans or options in some specific circumstances. 
such as marriage, birth of a child or transfer abroad. If a beneficiary is previously a 
member of an HMO, they may enroll in a new plan if they move from the HMO's 
service area. 
The Office of Personnel Management sets minimum financial, administrative and 
benefit terms and conditions for every plan participating in the program. [l:krulh

Insurance Plans for Federal Employees· Washin�on Consumers' Checkbook 15th edition.]

Important aspects: 
The FEHBP enrolls 9 million persons (including about half the population of the 
Washington D.C. area) yet is run by only 144 Office of Personnel Management 
staffers. 

• 

• 

• 

The FEHB plans increased in cost at approximately the rate of inflation or less. 
[Works Worse and Costs More, Ron Can, Rep. Frank Wolf, 02-21-94]

Plans cannot exclude coverage for any preexisting conditions or illnesses. It is also 
possible to switch plans to lower costs or gain the best coverage for a specific 
condition, and use that coverage at the beginning of the year. [Health Insurance Plans for 
Federal Ewptoyees: Washin�oo Consumers' Checkbook 15th edition.]

No physical examinations are required. [Federal Workers Now Choose from at least 10 Health 
.P.lan.s, Chicago Tribune, 02-04-94.]

., 



The Dole Bill Is Just Like Most Of 
Today's Insurance Policies: 

Fineprint and Loopholes 

Insurance companies can exclude your local pharmacy.[Sec. 
21021(6) p.64] 

'Insurance companies can decide to exclude any treatment or \ 
service; they decide what's covered.[Sec.21115 
p.85]

Middle class families could pay higher premiums and the 
number of uninsured could actually 
increase.[Newsweek, Jul 1994 

Insurance companies can stop 
covering services -- such as 
mammograms -- that state laws 
now require .them to cove 
Sec.21022, p. 6 

ies can sell policies that exclude coverage of 
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PRO fEC r THE BE�EFITS WO�IE� ,\LREADY H.\ \ E. [SEE ST.J.TE-81-ST .ff£ D.I T.I 

.ffTACHEDJ THE DOLE PL.\'.'J \\'OL'LD ALLOW I� L'RA:-.:CE CO.\IPA:-.:IES TO TAKE THE. E 

BE;'.EFITS A WAY FRO:'vl \\'O\.IE'.'J I� ST.-\ TES\\ HERE THEY .-\RE ALREADY GL'.\R.\ '\ ffLD. 

SE ATORS HUTCHfNSON, KASSEBAUM, FEfNSTEIN, MIKULSKI, MOSLEY-BRAUN, BOXER 
AND MURRAY, WOULD STILL HA VE THEM -- BUT MILLIONS OF OTHER AMERICAN 

WOMEN WOULD LOSE THEM. 

ON MENTAL HEALTH BENEFITS: T� MITCHELL PLAN WOULD ENSURE MILLIONS OF 

AMERICANS WOULD HA VE MENTAL HEALTH CARE IF THEY NEED IT. [SEE ATTACHED 
STATE-BY-STATE DATA} BUT THE DOLE PLAN WOULD ALLOW fNSURANCE COMPANIES TO 

TAKE MENTAL HEAL TH BENEFITS AW A Y FROM MILLIONS fN ST A TES WHERE THESE 
BENEFITS ARE ALREADY GUARANTEED . SENA TOR DOMENICI AND OTHER SENATORS 
WHO HA VE SPOKEN ABOUT THE NEED FOR MENTAL HEAL TH COVERAGE WOULD STILL 
HA VE THESE BENEFITS FOR THEMSEL YES AND THEIR FAMILIES -- BUT MILLIONS OF 
ORDfNARY AMERICAN FAMILIES WOULD OT. 

ON WELL-CHILD BENEFITS: THE MITCHELL PLAN WOULD PROTECT WELL-CHILD 
BENEFITS FOR MILLIONS OF AMERICAN CHILDREN, BUT THE DOLE PLAN WOULD ALLOW 
fNSURANCE COMPANIES TO DENY

0

WELL-CHILD BENEFITS TO MILLIONS OF CHILDREN IJ 

STATES WHERE THEY ARE ALREADY GUARANTEED. [SEE ATTACHED STATE-BY-STATE 
DATA] SENATOR RIEGLE'S YOUNG DAUGHTER [OTHER SENATORS WlTH SMALL 
CHILDREN?] WILL STILL HA VE WELL-CHILD CARE, BUT MILLIONS OF OTHER CHILDREN 

. WOULD NOT. 

ON BENEFITS FOR RURAL AMERICANS: UNDER THE MITCHELL PLAN RURAL 

AMERICANS WILL HA VE MORE DOCTORS IN THEIR COMMUNITIES, BUT UNDER THE DOLE 
PLAN RURAL AREAS WILL CONTINUE TO LOSE LOCAL PHYSICIANS. SENATORS WILl 
STILL HA VE A DOCTOR JUST DOWNSTAIRS IN THE CAPITOL -- BUT MILLIONS OF RURAL 
AMERICANS WILL HA VE TO TRAVEL HOURS FOR EVEN THEIR MOST BASIC HEAL TH CARE 

NEEDS. 



Under the Dole bill: 

157,151 women in Alaska will lose their current protection for mammography benefits. 

1,261,554 women in Arizona will lose their current protection for mammography and 
maternity benefits. 

9,641,644 women in California will lose their current protection for mammography, 
maternity and pap smear benefits. 

1,288, 112 women in Colorado will lose their current protection for mammography and 
. maternity benefits. 

1,325,824 women in Connecticut will lose their current protection for mammography and 
maternity benefits. 

264,364 women in Delaware will lose their current protection for mammography and pap 
smear benefits. 

4,504,211 women in Florida will lose their current protection for mammography benefits. 

2,180,843 women in Georgia will lose their current protection for mammography, 
maternity and pap smear benefits. 

411,012 women in Hawaii will lose their current protection for mammography and 
maternity benefits. 

1,181,030 women in Iowa will lose their current protection for mammography and 
maternity benefits. 

398,174 women in Idaho will lose their current protection for mammography and 
maternity benefits. 

4,359545 women in Illinois will lose their current protection for mammography and 
maternity benefits. 

2,264,210 women in Indiana will lose their current protection for mammography benefits. 

1,018,065 women in Kansas will lose their current protection for mammography, 
maternity and pap smear benefits. 

1,277,490 women in Kentucky will lose their current protection for mammography 
benefits. 

,. 
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1,242,803 women in Louisiana wili lose their current protection for mammography and 
pap s1;1ear benefits. 

2,280,477 women in Massachusetts will lose their current protection for mammography, 
maternit y and pap smear benefits. 

1,787,265 women in Mary land \\-ill lose their current protection for mammography and 
maternity benefits. 

454,968 women in Maine will lose their current protection for mammography and 
maternity benefits. 

3,553,509 women in Michigan will lose their current protection ·for mammography 
benefits. 

l,74�,201 women in Minnesota will lose their current protection for mammography, 
maternity and pap smear benefits. 

1,910,784 women in Missouri will.lose their current protection for mammography, 
maternity and pap smear benefits. 

296,620 women in· MontaJ:}a will lose their current protection for mammography benefits. 

2,397,520 women in North Carolina will lose their current protection for mammography, 
maternity and pap smear benefits. 

248,491 women in North Dakota will lose their current protection for mammography.and 
maternity benefits. 

435,844 women in New H�pshire will lose their current protection for mammography 
and maternity benefits. 

2,948,515 women in New Jersey will lose their current protection for mammography and 
maternity benefits. 

475,415 women in New Mexico will lose their current protection for mammography and 
pap smear benefits. 

421,930 women in Nevada will lose their current protection for mammography, maternity . 
and pap smear benefits. 

6,266,314 women in New York will lose their current protection for mammography and 
maternity benefits. 



4,224,370 women in Ohio will lose their current protection for mammography, maternity 
and pap smear benefits. 

1,051,358 women in Oklahoma will lose their current protection for mammography and 
maternity benefits. 

1,174,701 women in Oregon will lose their current protection for mammography, 
maternity and pap smear benefits. 

4,846,981 women in Pennsylvania will lose their current protection for mammography 
and maternity benefits. 

383,450 women in Rhode Island will lose their current protection for mammography, 
maternity and pap smear benefits. 

240,353 women in South Dakota will lose their current protection for mammography
benefits. ' 

1,826,659 women in Tennessee will lose their current protection for mammography and 
maternity benefits. 

5,416,583 women in· Texas will lose their currerit protection for mammogr�phy and 
maternity" benefits. 

676,658 women in Utah will lose their current protection for maternity benefits. 
. . 

2,196,485 women in Virginia will lose their current protection for mammography and 
maternity benefits. 

237,147 women in Vermont will lose their current protection for mammography and 
maternity �enefits. 

1,888,815 women in Was):rington will lose their current protection for mammography, 
maternity and pap smear benefits. 

2,060,609 women in Wisconsin will lose their current protection for mammography and 
maternity benefits. 

579,956 women in West Virginia will lose their current protection for mammography and 
pap smear benefits. 



Under the Dole bill: 

l ,51 g,250 Arkansas residents will be denied their current protection for mental health benefits.

19,317,437 California residents will be denied their current protection for mental health benefits. 

2,460,066 Colorado residents will be denied their current protection for mental health benefits. 

2,587,326 Connecticut residents will be denied their current protection for mental health 
benefits. 

8,508,751 Florida residents will be denied their current protection for mental health benefits. 

4,099,737 Georgia residents will be denied their current protection for mental health benefits. 

822,926 Hawaii residents will be denied their current protection for mental health benefits. 

8,562,001 Illinois residents will be denied their current protection for mental health benefits. 

1,990,346 Kansas residents will be denied their current protection for mental health benefits. 

2,442,293 Kentucky residents will be denied their current protection for mental health benefits. 

2,427,031 Louisiana residents will be denied their current protection for mental health benefits . 

.4,459,582 Massachusetts residents will be denied their current protecti�n for mental health 
benefits. 

3,548,633 Maryland residents will be denied their current protection for mental health benefits. 

918,033 Maine residents will be denied their current protection for mental health benefits. 

3,324,482 Minnesota residents will be denied their current protection for mental health benefits. 
. ' 

3,634,748 Missouri residents will be denied their current protection for mental health benefits. 

1,603,388 Mississippi residents will be denied their current protection for mental health benefits. 

594,442 Montana residents will be denied their current protection for mental health benefits. 

477,723 North Dakota residents will be denied their current protection for mental health benefits. 

861,326 New Hampshire residents will be denied their current protectionfor mental health 
benefits. 
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11,957,062 New York residents will be denied their cmTent protection for mental health benefits. 

8,332,798 Ohio residents will be denied their current protection for mental health benefits. 

2,271,282 Oregon residents-will be denied their current protection fomental health benefits. 

. .

736,637 Rhode Island residents will be denied their current protection for mental health benefits. 

3,411,575 Tennessee residents will be denied their current protection for mental health benefits. 

10,517,689 Texas residents ·will be_ 
denied their qrrrent protection for mental health benefits.

4,321,852 Virginia residents will be denied their current protection for mental health benefits. 

457,251 Vermont residents will be denied their current protection for �ental health benefits. 

3,809,480 Washington residents will be denied their current protection for mental health benefits. 

4,031,084 Wisconsin residents will be denied their current protection for mental health benefits. 

1,133,348 West Virginia residents will be denied their current protection for mental health 
benefits. 

#4192 
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Cnder ;lte Dole hill: 

321.893 �hildren in .\rbnsas \\ill lose their protection for \\ell-child bendits. 

4,010,096 children in California will lose their protection for well-child benefits. 

470,159 children in Connecticut will lose their protection for well-child benefits. 

1,248,375 children in Florida will lose their protection for well-child benefits. 

155,227 children in Hawaii will lose their protection for well-child benefits. 

498,210 children in Iowa will lose their protection for well-child benefits. 

515. 715 children in Louisiana will lose their protection for well-child benefits.

731,488 children in Massachusetts will lose their protection for well-child benefits. 

599,174 children in Maryland will lose their protection for well-child benefits. 

623,270 children in Minnesota will lose their protection for well-child benefits. 

625,306 children in Missouri will lose their protection for well-child benefits. 

129,070 children in Montana will lose their protection for well-child benefits. 

2,082,519 children in New York will lose their protection for well-child benefits. 

1,673,585 children in Ohio will lose their protection for well-child benefits. 

1,839,099 children in Pennsylvania will lose their protection for well-child ber:iefits. 

119,638 children in Rhode Island will lose their protection for well-child benefits. 

815,174 children in Virginia will lose their protection for well-child benefits. 

114190 
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Passible

1.

If Mitchell cannot accommodate Chafee:2.

A.

Even if Mitchell revised, without the Mitchell mandate, should 
be pushed, what effect will it have on the House? This will 
depend upon the configuration of Mitchell revised.

Even if the President wants to declare an "impasse" and to ask 
the Senate to adjourn, Senator Mitchell may resist this course.

It is likely, however, that many of the leadership groups 
supporting health reform will walk away from Mitchell revised.

The definition of "what works" is critical. If the President 
cannot support Mitchell revised, should he declare an impasse; 
that the Republicans are unwilling to support health care reform 
this year; but that he will fight for health care reform next year.

If Mitchell revised cannot be supported by the President, should 
he demand a vote on the Mitchell triggered mandate as well as 
on the key provisions to show the country who is blocking 
health reform?

If, after recess, the Congress enacts health care legislation, the 
President can then decide whether to sign it or not.

How critical is the triggered mandate in Mitchell? If it is 
supplanted by the 95 % goal of the mainstream, and if the rest of 
Mitchell revised works, can it be argued that it puts the country 
on the path to universal coverage and, if so, should the 
President support it?

Mitchell accommodates enough of the mainstream to gain broader support of 
Mitchell, as revised, with the balance of mainstream proposals being debated and 
voted on.

Carry on with the debate on Mitchell and force an early vote on the 
Mitchell mandate.



B.

C.

2

If the vote retains the Mitchell mandate, it is unclear where the 
process then goes.

This is a very risky strategy because it is highly probable that 
the process will drag out, no agreement will be reached that can

The President could say that while the universal coverage as he 
has worked for so hard can’t be achieved this year, this 
alternative proposal, which he devised with the Congress, is a 
giant step toward that goal.

If the vote defeats the Mitchell mandate, the President can 
declare an "impasse"; state that the Republicans blocked health 
reform; ask the Senate to recess; and state he will fight for 
health reform next year.

Mitchell tells the President that he needs a recess to work out a 
modified bill (thus effectively telling the President there isn’t sufficient 
support in the Senate to enact the pending bill); the Senate goes on 
recess; the press declares health reform dead this session; during the 
recess, the President and at least the Democratic leadership devise a bill 
that can be characterized as putting the country on the path to universal 
coverage, along the lines of the congressional resolution (or some other 
workable minimal approach) described in paragraph numbered 2 below.

Mitchell tells the President that he cannot get his bill through the 
Senate. The President declares an "impasse"; states that he has done 
everything possible to achieve universal coverage, but the Republicans 
block it; call a Democratic leadership summit (perhaps including some 
Republicans) to work out an alternative that can command the necessary 
votes in both chambers, but which will not include universal coverage.

Although the public would likely support such a proposal, the 
leadership groups favoring health reform may disown it.

Even under this option, the President may need a vote on the 
Mitchell mandate before declaring an impasse and calling the 
leadership summit to show he went the distance in trying to 
achieve universal coverage.

Options-Mitchell
8/21/94
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Other issues:

1.

2.

3

command sufficient support, and the President will merely 
become bogged down in the process.

The House is scheduled to return on 8 September (Thursday), but if the Senate has 
not acted on health reform, it is unlikely that the House begin considering health 
reform before the Senate has acted.

Even if the House begins debate before the Senate acts, will enough time remain to 
enact health care this year?

If Mitchell is unable to accommodate Chafee, is there any proposal that is less than 
Mitchell that would be acceptable both politically and policy wise? .

For example a congressional resolution (a) declaring a national goal to 
achieve universal coverage by a date certain; (b) appointing a bipartisan 
commission to make recommendations to the next session of Congress to 
achieve that goal; (c) enacting critical insurance reforms dealing with 
portability, pre-existing conditions, life time limits, rate bands, medical 
underwriting (increasing rates), etc; (d) providing coverage for children, 
pregnant women, and selected others to the extent funds are available; (e) 
providing prescription drugs and the beginning of long term care for seniors; 
and (f) some deficit reduction (whether all of (d),(e) and (f) can be financed 
may be questionable).

Options-Mitchell
8/21/94

The clock: If Mitchell cannot reach an accommodation with the mainstream, at least 
in principle, this week, he may well not be able to hold the Senate in session after the 
final vote on the crime bill. If so, the Senate is not scheduled to return until 12 
(Monday) September at the earliest and perhaps not until 19 September.
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SEVEN 

SCENARIOS 

UNDER 

MITCHELL'S 

PROPOSAL 
These hypothetical scenarios 
assume that the initial eleme11ts 
of the Plan proposed by Senate 
Majority Leader George]. 
Mitchell (D-Maine) lzave gone 
into ef fect, but not tlze possible 
requirement that employers pay 
50 perce11t of the cost of 
insurance for their workers. 
Bottom-line conclusiuns are 
based on the average price for 
family health insurance in the 
Washingto11 area a11d 011 

assumptio11s about how families 
might act if health insurance 
were easier lo buy and morr 
affordable. 11,ese case studies 
were prepared by healtli 
economist Marilyn Moon of the 
Urban Institute. 

FEO£RW.Y EMPLOYED
FAMILY 

•Salary and employment:
$75,000; wife makes 
$50,000 from 
government, husband
$25,000 from sales. 

•Family members: 
Husband, wife, two
children. 

• Currefll bnlth 
expe!'MS: $1,390 for
comprehensive 
coverage from the 
federal insurance 
program. Husband 
covered by wife's plan. 

Under Mitchell'• pl.In: 
Family chooses same
plan. 

Bottom line: No change. 
Husband continues to
be covered under 
fcdefal policy. 

SINGlI MOIHER 

• Salary·- e,aploymenl: 
Mother receives Aid to
Families with 
Dependent C�ildren.

•FMIIIY� 
Mother, two children.

•Cwrtat ....... 
e.,.......: Covered by
Medicaid. 

• Under Mitdlel'• 
pniposat Family would
receive a subsidy to 
buy insurance in the
private sector at or 
below the average-cost
plan in the area. It 
would have to make 
small payments to see
a physician. 

•Boltona ... : Family
could buy same 
insurance as non­
Medicaid residents. 
Plans would be under 
pre�sure to open clinic
in poor neighborhoods
and would likely 
financially penalize 
patients who continue
to use emergency 
rooms. 

FRIDAY. Aucusr 12, 1994 THE WASHl'.'iCTON POST

lWOOYSOMEIHII�,
DOESN'T IUUY 

INSURA�ICE 

• Salary and employmernt:
$25,000, first job, 
does not buy insura1nce
because she does niot 
want to pay the $4!> 
monthly premiums 
above employer's 
contribution. 

•Family lllllfflllen: Sinigle 
woman. 

•Cllff'Hl bnllh 
expenu1: None.

•Under Mitchell'•
pnipoaal: She 
continues to declim!
insurance to save 
money. 

•Bottom llne: She is 
untouched by healt Ih 
reform, does not buIy 
insurance because :she
does not expect to 
need ii and if she had 
a serious accident that
required 
hospitalization, her 
costs might well have
to be borne by 
taxpayers or other
insured patients. 

WORKING 
POOR 

FAMILY 

• Sawy and employment:
$19,000 from wages 
and tips.

•FIIIIIIY !ftlGlben:
Husband, pregnani 
wife, three children

•C....-..tbNllh 
upmir: �130 for 
emergency ropm visit
for child with 106-
degree· fever; school ·. 
examinations obtained
at free !clini�. . ' ,' 

•Underllilcher• 
proposal: Family 
receives subsidies to
cover VJife's prenatal 
care and children's 
well-baby costs. 

• loltom Ille: Insurance,
despit�·subsidies, still 
out of reach for family 
struggling to pay for 
food and housing. 
Wife gets care during 
pregnancy and 
childre.n are covered. 
Husbard goes 
without. 

YOUNG FAMILY, 
CAN'T

AFFORD
INSURANCE 

• Salary and eml>lo,ment:
$28,000 from small 
business, no insurance. 

•Family membera: 
Husband employed, 
wife home with baby. 

■Cunenl llpeRMS: 
Husband has diabetes.
Family spent $3,000 
for baby's delivery and
medication for the 
father. 

• Under Mitchell'• 
proposal: Employer
still offers no 
insurance, but family
can get insurance at 
same rates as others.
Husband cannot be 
turned down. Income
is too high for family 
subsidies, which end
at $24,650. Infant 
son would qualify for
subsidies. 

■Bottom line: family 
buys modified HMO 
plan. The cost, minus 
an infant subsid�•, is 
$3,500, one-eighth of
family income. 

,. ,,. -.·. :" ••'/•! ·•· ..• ·.·· •• 

■ Salary and 1111ploJiatpt;, 
. 

· . \: $5� ,oop f rol'l'!· l;it�e·r's �-,_?
·· .. ·tun-time 'and mother'.s'····
' part-time job:... :.!:• ';' 

• • ' t • • t ·.:. I ·' • · .. � • ; 

. ■faallr1111Mhn: . ·-': �·
. ' Father, 'mother and°·:·.·. 

,one child .. ,· : •;. '· · . -•. . .� 
,\�• ·�·\·;", \ ••CllnNI..... • • :. •

. ·' a,11111· $1;388 per.;t.� 
, year for HMO · .. ; .'.'·1:-t 
. ·· premiums (above ,:·}'.· i.

. ' employer's 70 ·percent'·· 
· C?O�ribution).:._,·;, ';· / 

• Under Mitchel'• plac. . '.
Family chooses to·,: .. 
drop HMO; selects fee-
for-service plan, pays · .

.. more In both · ·: · 
• 1 premiums and for : ' • 
· -1 doctor visits.". � ·. . · ..i•,. "

1
' ; I t • ' ', 

. �Bcittonl u.· famlly ;, ;·· ··.
·.'now has a choice of · · "; 

three plans, prevlously 
. was limited to a·n · ', · · ·
• HMO selected by the 
fathe,:s 8fOP1.oyer, · . , ' . .. 

•·•:-,.,.•• " I  't I 

.: 

•Salary and em��
$30,000 from start-usi
business and other :«
sources. :. .

■Family IIINlberl: Sjngt&.-:� 50-year-old man.\ ·-=�
.. 

•c.nntlltalth :.,.:1 
e.,......: $3,000 lor ;':t 
individual policy with ·: Z 

. a large deductible. · ·�t 
• Under Mitchell'• i;.1

proposal: He chooset ·;: 
the standard plan, :•�

1 

which costs $2,4001 
-:: 

(because of his age) · ·.,
through new version 9';·} 
federal employees , !·•
health program. -�l

•Bottom Une: He ha$ � • 
better insurance at a · '
lower cost because he 1
buys through a group. I
instead of as an ; ! 
individual. : 1 

. 
·.
., 
• 

...

"' 
,. 
.. 

� 
·

...� •·�

HEALTH CARE HIGHLIGHTS 
� 

■ THE HOUSE got a new entry in the health legislative sweepstakes,
a "moderate" bill with that rarest of attributes-bipartisan cosponsor­
ship. The bill would expand coverage to another 5 percent of the pop-
ulation by squeezing savings out of Medicare and Medicaid. . 
■ THE SENATE droned on for the third day with opening statements. 
Senators engaged in a war of anecdotes, each recaUing health horror
stories that would either be cured, or exacerbated, by the Democratic 
bill under consideration. 
■ THE AMERICAN ASSOCIATION OF RETIRED PERSONS was criti­
cized by members who opposed its endorsement of the Senate plan. 



Dueling Anecdotes 
Overshadow Details 

Race-Conscious District 

Reinstated in- Louisiana 

By Dana Priest and Helen Dewar· 
Wasiunj!ton PO<I SWf Wnttts 

There are a million stories 
about health care out in the 
country, and senators seem de­
tennined to tell every last one 
of them. 

Byjoai,Biskupic 
w......,. ,_ SalfWriter 

The Supreme Court yesterday 
reinstated Louisiana's second 
majority-black coogressional clis­
trict. temporarily shelving a low­
er court decisioo that the state's 
voting map constituted illegal 
"racial gerrymandering.· 

The court's order, which im­
mediately· affected andidate 
registration for the fall election 
underway in Louisiana, spares 
black Democrat Rep. Cleo Fields 
from seeking reelection in a new, 
overwhelmingly white district 
drawn by a federal court. The 
order restores the state· legisla­
ture's reapportiomneat map of 
Louisiana's seven coogressiooal 
districts, wtpcb was backed by 
the Justice Department and chal­
lenged by four state voters as 
unconstitutionally segregating 
people based on race. 

Only Justice Antonin Scalia 
dissented from yesterday's or• 
der, which followed an emergen­
cy request by the Justice Depart­
ment and Louisiana officials. 
Without comment, he ·favored 
the lower ·court plan that called 
for only one majority-black dis­
trict. Newest Justice Stephen G. 
Breyer joined the majority, but, 
like the others. wrote no sepa­
rate statement. 

The order in Louisiana "· 
Hays was not a decision on the 
merits of the case. Rather, it 
likely reflected the court's tradi­
tional deference to legislature's 
reapportionment plans. The 
court will not announce whether 
it will hear the dispute Wltil the 
new term begins in October. 

The black-majority district at 
issue looks like a sash across Loui­
siana. The legislature had earlier 
drawn a Z.Wped district but it 
bad been struck down last year as 
improperly "race-conscious." 

In its July decision, the federal 
district a>urt in Shreveport said 
"the bizarre and irregular shape" 
of the new 4th Congressional Dis­
trict suggests that the legislature 
�classified its citizens along racial 
line " s. 

Responding to yesterday's or• 
der, Fields said, 1'he issue is not 
about"whether I will serve in Con­
gress, but it is about whether 

There is Maryland Democrat 
B arbara A. Mikulski's .,guy 
named Willy"-her father, who 
died of Alzheimer's disease. 
There is Iowa Democrat Tom 
Harkin's Jim and Carol Kaplan, a 
middle-aged farm couple with 
$15,000-a-year medical bills. 
There is Ohio Democrat How• 
ard M. Metzenbaum's Patrick 
Joyce, a 3-year-old with cystic 
fibrosis who, without money for 
medical care, Mcannot lead a nor• 
mal life." 

someone like me will have to op- The confusion over inches­
portwlity to serve in Coapeas.• high health care bills and insur­
The lower court plan would have ance and tax rode changes has 
put Fields in the same district given way in the first three days 
with Rep. Richard H. Baker• Ol· of Senate debate to old-fashioned 
La.). storytelling. The duel over 

Yesterday's order is part cl a whether to make major or minor 
new round of national 'votini changes in the country's medical 
rights lawsuits arising from . tbe system is being fought with duel­
Supreme Court's 1993 deciaiao, ing anecdotes. 
Siu,.,"· RffllJ. enbanc:iq tbe·abili- Senate Majority Leader 
ty of white yoters to cbaUeage mi- George J. Mitchell (D-Maine) 
nority.- districts. The Supreme opened debate Tuesday night 
Court had said some district with three sad tales, one of a 
shapes may be ao •"bizarre• tbat woman from Cleveland whose 
they offend "principles of ncial emphysema medication cost her 
equality." $2,300 a week. "She lost her job 

Such districts have grown out -and with it her insurance. She 
of states' efforts to comply with had to file personal bankruptcy 
federal law, requiring them to to be eligible for Medicaid," he 
strengthen the chances of minori- said. 
ty candidates, while at the same "Why is our society willing to 
time trying to presene the power allow people to experience the 
bases of white incumbents. The degradation and the humiliation 
result has been several unusually of begging for care after a life­
shaped districts. time of work and personal re-

But the districts do not auto- sponsibility?" asked Mitchell, 
matically violate the Constitu• whose bill would provide billions 
tioo's guarantee of equal protec• of dollars in subsidies for Jow-in­
tion. A federal court in North come people to buy insurance. 
Carolina, for example, recently Senate Minority Leader Rob­
upbeld that state's creation cl a ert J. Dole (R-Kan.) responded 
meandering, wonn-tbaped district with the story of John Scher­
dominated by blacks to remedy merhorn of New Hampshire, 
past black-voter discrimination. whose 10-year-old son nearly 

The Justice Department and drowned. The boy's father be­
state officials a,ntend that Loaisi• lieves be was saved only be­
ana's second black majority dis- cause he was transferred to the 
trict COIDlteracted the effects of nearest hospital, stabilized and 
white bloc voting. (The first black quickly sent to Children's Hospi­
district covers New Orleans.) tal 'in Boston for the highest-

Jay Lefkowitz, a Washington at• quality care. 
tomey for the four w•isiana wt• "What makes those miracles 
e�. said he� them to pre- possible is the American commit­
vail on the ments of the case. ment to the freedom of individu• 
After yesterday's order, state offi. aJs the freedom of markets and 
cials began contacting candidates no{ the government," said Dole, 
who already had registered to tell the proponent of a much scaled-
them a new map was in place. back alternative. 

Lawmakers say the technicali­
ties of health care reform are 
mind-numbing, if not boring, for 
many a>nstituents. The human 
stories, help make. the unintelli-
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gible understandable. 

"The president and First Lady 
have really been great at it; it's 
contagious," said Sen. Pete V. 
Domenici (R-N.M.). 

Even such events as birth or 
old age can propel an- individual 
into the Congressional Record 
these clays, as Sen. John H. Cha­
fee (R-R.l.) did when he men­
tioned Diana Rebello of Paw­
tucket, RJ., "born Sunday night 
at 10:06 p.m., and Theresa Ni­
grelli of Westerly, "who is 100 
and still stringing pearls every­
day at Nigrelli Jewelers-with­
out need of glasses." 

"This legislation will affect 
how we are born, the quality of 
our lives and how we die. It is 
that far-reaching," said Chafee, 
who opposes making employers 
pay for insurance for their em­
ployees and wants a moderate 
bill. 

But not Nigrelli. She thinks 
employer payments are a good 
idea. "Yeah, you've got to do it; 
she said. Her grandson Joe, who 
co-owns the family jewelry busi­
ness and provides insurance for 
three of his four employees, said 
it's "only fair." 

"I don't understand why the 
politicians •don't want to do it, 
maybe it's because the doctors 
are making too much money," he 
said. 

Most of the stories have been 
intensely personal, and a few 
have brought observers to 
tears. 

Sen. Patty Murray (D.Wash.) 
talked about her own life, of 
growing up in Bothell, Wash., 
with a father with multiple scle­
rosis. 

"He had to quit his job, and my 
mother was forced to take a job 
as a bookkeeper. She did not get 
health benefits with her job and 
my parents had to buy their own 
plan. 

"The premiums were astro­
nomical, the benefits were mea­
ger and the list of disqualifying 
preexisting conditions a mile 
Jong. • • • My mother spent all 
day behind a desk ••. she spent 
many long sleepless nights car­
ing for my father. 

"My six brothers and sister 
and I put ourselves through 
school," the senator said, be­
cause their parents had to spend 
their money on doctor's bills. 

"While their friends sail to 
Hawaii enjoying their golden 
years, my parents count the 
nwnber of times a week they 
eat macaroni and cheese for din· 
raer," she said. 

"My parents are ordinary 
people. With simple wishes. 
They do not want to be a burden 
to any of us. • • • And we only 
want them to be free of these 
worries." 



EENEWII 

attle Lines 
On Health Care 
Drawn in House 
GOP, Southern Democrats 

Off er Conservative Plan 

That Covers Only 90% 

By DAVID ROGERS 
Staff Reporter of TUE WALL STRF.ET JOURNAL 

WASHINGTON - The health-care de­
bate is rapidly dissolving into a classic 
confrontation, with business and medical 
interests lined up against the Clinton ad· 
ministration and its allies in labor and. 
lobbies for the elderly. 

After more than four decades of failed 
attempts, this was supposed to be the year 

1he Mitchell Health BIii 
Could the bealth bill propoeed by Sea. 
Georp Mitchell work in real life? It 
wouldn't� uay. Article on page Al2. 

that a broad-based coalition of interests 
would finally push health-care reform into 
Jaw. But yesterday in the House, the lines 
of battle were drawn when Republicans 
and Southern Democrats announced a 
conservative reform plan that will .be 
a rallying point for opponents of the 
Democratic leadership's bill. 

With the setback hours later to the 
administration's crime -bill, Republicans 
are further energized to block the presi­
dent's agenda. Top White House aides 
came to the Capitol last night to cont;er on 

- legislative strategy for health care. Demo­
crats must overcome not only internal
divisions but the mood of uncertainty that
dogs their party going into November's
elections. "This is the Weimar Republic,"
laughed Sen. Christopher Dodd (D., Conn.)
last night. - ---- · · . . .. 

Senate Democrats have no intention of
altering their plans to continue on health
care next week. But Speaker Thomas Foley
indicated that House action on the issue
will be postponed at least a week as the
chamber struggles with the crime bill and
awaits budget estimates on the various
health proposals.

"I think the members want to do both,"
said House Majority Leader Richard Gep­
hardt last night. "I think we will do
both."

The new conservative . reform plan
in the House promises to achieve only
909', coverage over the next 10 years.
leaving more than 27 million people unin·
sured. But by avoiding the taxes. employer
mandates and cost controls espoused by
the administration. it offers a safe haven
for medical and business interests who
have grown fearful of more ambitious
reforms.

Already endorsed by the American
Medical Association, the measure will be 
quickly embraced by lobbies for retailers.
other business. for-profit hospitals and
research drug firms. The success of health·
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care reform has depended on many of the 
same groups' feeling secure enough to 
make concessions in the name of improv• 
ing the current health system. Their em­
brace of the conservative bill underscores 
how far those hopes have faded. And 
instead of coming together in the name of 
change. competing interests now seem 
determined most to protect what they 
already .have. 

"People want reform, but they want 1t 
done cautiously," said Rep. Fred Grandy, 
an Iowa Republican and part of a younger 
intellectual cadre who once favored a more 
•ambitious approach to reform. "Some of
the expectations about health-care reform
are unrealistic," said a Grandy ally, Rep.
Jim Cooper (D., Tenn.). "We've got to be
able to deliver on what we promise."

What the conservative bill promises is a
mix of insurance market reforms and
subsidies targeted to families earning as
much as 200% of the poverty level. Much of 
the current Medicaid program for the poor 
would be folded into this subsidy system.
While tme resulting savings are signifi­
cant, the plan is severely restricted be·
cause of the decision to avoid even a
modest tax increase on cigarettes.

By the year 1998, the proponents hope to
be able to subsidize coverage for families
below the poverty level, but it could take
another six years before the same assis·
tance is fully available for those up to 200%
of the poverty line. This is a far slower pace
than that proposed by moderate Republi·
cans in the Senate. And while pregnant
women and children would qualify for
assistance up to 240% of the poverty level,
the bill offers far Jess for working-class
families than what ·has been proposed by

Callers Protest as AARP 
Endorses Health Proposals 
By a WALL STREET J OL"RNAL Staff Reportt'T 

WASHINGTON-The American Asso· 
ciation of Retired Persons was flooded 
with calls protesting its endorsement 
Wednesday of the health bills offered by 
the Democratic leaders in Congress. 

So many calls poured into the group's 
Washington headquarters yesterday that 
its phone lines were tied up for much of 
the morning and afternoon. John Rother, 
the AARP's chief lobbyist. estimated 
that about 1,000 calls came in Wednesday 
and yesterday, the bulk of them blasting 
the group for its stance. 

But he added that it wasn't a surpris· 
ing reaction, given that the AARP has 
about 33 million members. "Our mem­
bers span the ideological spectrum." Mr. 
Rother said. "Whenever we do some· 
thing like this, we hear from the ex­
tremes first." 

The United Seniors Association. a 
conservative group opposing the Clinton 
and Democratic leadership health plans. 
said it had heard yesterday from more 
than 300 "angry seniors who say they've 
had it with the AARP," according to 
spokesman Mike Korbey. "We've been 
swamped." 

the Democratic leadership. 
As outlined, the. bill would expend 

about $140 billion over the first five 
years. Apart from the subsidies. the meas­
ure includes expanded tax deductions for 
the self-employed and workers who buy 

Please'Turn to Page At Column 3 

ffipartisan Group in House Offers 
Conservative Health Reform Plan 

Ccntinued From Page A3 
their h.ealth insurance without any em· 
ployer contribution. Medicare and Medic­
aid savings would finance the bulk of the 
package, but the measure also includes a 
potentially controversial provision to elim· 
inate existing aid for legal aliens whose 
financial sponsorship agreements have 
lapsed or defaulted. 

The expanded deductions have been a 
major cause for the National Federation of 
lndependent Business. and the U.S. Cham­
ber of Commerce rushed to praise the bill. 
The AMA won malpractice reforms includ­
ing a S250,()()(T cap on noneconomic dam­
ages. The Health Insurance Association of 
America, which has fought bitterly against 
the administration this year, also is ex­
pected to be sympathetic to the measure, 
though Mr. Cooper and his allies were able 
to win tougher fair-rating practices than 
first proposed by the House GOP, making 

• it harder for companies to deny insurance
or charge higher rates to women, for
example. or the disabled.

At its heart, the bill remains a stalking
horse for the Republican leadership, which
hopes to take advantage of divisions
among Democrats and replicate its victory
on the crime bill. Minority Whip Newt
Gingrich has quietly lent support to the
alternative. In a dig at the Georgia fire­
brand's tactics. Rep. Gephardt refers to
the new conservative entry as "Gingrich·
bipartisan ...

Tbe House schedule on health reform is 
driven in large part by the need to finish 
Congressional Budget Office estimates for 
the competing plans. And the process has 
been further extended as all sides make 
revisions in an eCfort to build support. 

Until the CBO completes its analysis, 
the full cost of these modifications won't be 
known. but Mr. Gephardt has plunged . 
ahead in an eCfort to fortify alliances with 
large state delegations. California-based 
Amgen Inc., a large supplier of a drug for 
chronic renal failure, stands to bene­
fit from concessions to the biotech indus­
try. And adjustments in a new S50 million· 
a-year program could open the door for
additional non-profit hospitals in New
York, North Carolina, Indiana. and Cali·
fornia to· apply for interest subsidies on
large development projects under way.

In an effort to appease liberal critics. 
the revised Democratic bill would set a 
substantially lower out-of-pocket cap on 
personal medical expenses than had pre· 
viously been approved by the House Ways 
and Means Committee. The new ceiling, 
SJ.ODO per individual and SG,000 per family, 
is still much higher than that proposed by 
President Clinton and contained in many. 
private_ health pla�s. And within the Medi· 
care program, the leadership would re· 
quire higher-income recipients to pay 
more for their Part B non-hospital care 
benefits to provide more money for long­
term health care. 
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Headaches of Administering Complex Syste 
By HILARY STOT.i 

Staff R�portn ofTHP'. WALi- STREET JOIJJlSAL 

WASHINGTOl'i - President Clinton 
likes to say the bottom-line test for any 
health-care reform plan should be whether 
it works. 

The health bill proposed by Majority 
Leader George Mitchell that the Senate 
began debating this week is supposed to

extend medical coverage to 95% of the 
population by the turn of the century. The 
formal arbiter of such claims. the Congres­
sional Budget Office. says the system of 
subsidies and insurance market rules es­
tablished by the legislation could indeed 
accomplish this. 

But c:ould it work in real We? 
It wouldn't be easy. The existing health 

system is already enonnously c:omplex, 
with 1,500 different insurance companies, 
each with Its own bureaucratic structure. 
And the ability to carry out any major 
health-care legislation would be even more 
daunting than getting the legislation 
passed in the first place. But Sen. Mitch­
ell's blll, in trying to target subsidies to the 
people who need them most and step 
around politically explosive c:ost·c:ontrol 
and employer-mandate measures, would 
add new challenges that make the system 
he envisions particularly tricky to admin­
ister. 

Subsidies 
The Mitchell bill targets federal finan· 

cial assistance to a wide array of specific 
populations - such as children, pregnant 
women and temporartly unemployed 
workers - not just low-inc:ome people. Spe­
cifically, it offers subsidies to families with 
inc:omes below 200% of the federal poverty 
line - .$32,000. But children younger than 
19 and pregnant women would get subsi· 
dies if their incomes were as high as 300o/c 
of poverty, or about $44,000 for some· 
one in a family of four. 

Economists say that targeting the sub­
sidies to particular needy populations is a 
more efficient approach than targeting an 
entire income class. "That's a way of 
directing your money in a more cost·effec· 
tive manner," says CBO Director Robert 
Reischauer. "You get more coverage per 
dollar that you spend if you aim for 
lower-income children or the unem­
ployed.'' However. the administration of 
such a program becomes extremely com· 
plicated. 

Take a family at 250% of poverty. The 
father might not qualify for any aid, but 
the children or wife - if pregnant - could. 
How are the eligible people identified? And 
to whom does the government give the 
aid if the family is buying a family policy? 
How does the woman prove she's preg­
nant? Does her coverage end as soon as 
she is out of the delivery room? 

"Any policy that makes government 
subsidies a function of pregnancy is 
fraught with problems." says Uwe Rein­
hardt, a health economist at Princeton 
University. "It sounds so good because 
we're all protective of pregnant women. 
.. . But I'd rather have it be any mot.her of 
children under 16.'' But that would be far 
more expensive for the federal Treasury 

and, of course. the U.S. taxpayer. 
Similarly challenging under the Mitch­

ell biU is identifying people who would be 
eligible for a new subsidy for temporaril�· 
unemployed people - that is. those who 
were full-time employees and who had 
hea!th coverage for at least six months 
before they lost their job. This program 
would assist people untll they find a job. 
for up to six months. 

The bill also would have a prognm that 
aims to encourage businesses to expand 
their employee health-insurance coverage 
voluntarily. If a business covers only run­
time workers and decides to expand cover· 

Administering the M1tchell plan: 
SUBSIDIES 

• For individuals and families with
incomes under 200% of poverty

• For children under 19 up to 300% of
poverty

• For pregnant women up to 300% of
poverty

• For temporarily unemployed and unin­
sured workers who were full-time
employees with health coverage before
they lost their jobs

• For employers who expand coverage to
an additional c lass of worker (such as 
all part-time employees)

• For employees in firms with fewer than
25 workers, with incomes under 200%
of poverty

MANDATES 

• Could go into effect on state-by-state
basis in 2002 if coverage in the state is

age to part-time employees, for e·xample. it 
could get some government help. The 
employer would pay 50% of the premium or 
8% of each newly insured empl.oyee's 
wage, whichever is less. The worker 
would pay 50% of the premium. The sub­
sidy would phase. out for each company 
after five years. 

The general idea of the Mitchell bill is to 
have states carry out this new system. But 
Republicans and some state officials con• 
tend that such a scheme would heap enor­
mous new and costly administrative bur· 
dens on states, which they claim are 
already choking under federal mandates. 

· Sen. Mitchell says states are in an ideal ·
position to administer the subsidy program :
�cause they already have a bureaucracy
tn place for the Medicaid low-income ·
health program.that has.similar functions ..
"They have extensive experience," he said ·
recently. ·"They have to determine who is
eligible for getting the subsidies. That's
what they've been doing in Medicaid.·•
Moreover. he adds, "They will be getting
financial assistance."

If Congress shuns the politically diffi·
cult employer mandate, the health-care
reform debate will inevitably become a
bidding war over subsidies: how much
money can help how ·many more people
obtain health Insurance and where the
money would come from. The Mitchell plan
is simply the most ambitious of the
proposed subsidy schemes to date, and
therefore the most vulnerable to attack.

Mandates 
Recognizing that the White House's 

proposal to immediately begin phasing in a 
requirement that all employers pay for 80% 
of their workers' health insurance plans 
didn't have the votes in the Senate. Mr. 
Mitchell is proposing a far weaker. last-re­
sort-only mandate. If. a state hasn't 
achieved 95% coverage by the year 2000-

and if Congress hasn't approved a plan to 
cover the rest - a backstop mandate would 
take effect for the state in 2002. It would 
require companies with 25 or more workers 

below 95%. or if Congress hasn't acted 
on other recommendauons 10 expand 
coverage 

• Requires all firms with 25 or more
workers to pay for half their employees·
health insurance

• Requires all workers in firms with fewer
than 25 workers to obtain Qealth insur­
ance (employer has no obligation.)

INSURANCE TAX 

• 25% tax on the amount by which insur­
ance premiums exceed a "reference ·
premium"

• Reference premium calculated for each
community-rated pool by Treasury
secretary based on formula involving:
age, sex. socioeconomic status. health
status. current health spending levels.
uninsured. underinsured, presence of
teaching hospitals

. A CBO analysis of -the Mitchell plan. 

. released this week. raised numerous prob­
lems with the practical administration of 
this partial mandate. One of the biggest 
complications is the state-by-state imple­
mentation. Having the mandate apply onJy 

. to particular states may be easier for 
' lawmakers to digest, but the CBO says: 

"The practical problems of implementing 
mandates in some states and not in others 
could be overwhelming. What, for exam• 
pie, would happen to individuals who 
lived in mandated states but worked 
for employers that did not contribute to the 
cost of insurance in neighboring, nonman­
dated states?" Moreover, economists. in· 
eluding those at the CBO. worry about a 
migration of companies from states with a 
mandate to states without one. 

Insurance Tax 
Since President Clinton's government· 

imposed health insurance premium caps 
proved to be unpopular on Capitol Hill, 
Sen. Mitchell has proposed another way to 
attack the cost problem. To discourage in· 
surers from instituting large price in· 
creases. his bill would levy a 25% tax on the 
amount by which premiums for a federally 
defined standard benefits package exceed 
a "reference premium." This has caused 
so much consternation among senators 
that it may be one of the first things 
scrapped. But if it stays, the CBO says it 
will be enonnously difficult to admin· 
ister. r For one thing, the Treasury secretary 
would have to calculate the "reference 
premium" every year for every regional 
community-rated insurance pool - at least 
one per state. "These determinations 
would be extremely complex and diffi­
cult to malce. requiring adjustments for 
demographic characteristics (age. sex and 
socioeconomic status), health status. cur­
rent levels of health-care expenditures. 
urunsurance and underinsurance. the 
presence of academic health centers and 
?,t�er fact_ors.". the CBO says. adding: 

to pay for 50% of their employees· health 
insurance premiums. A so-called individ­
ual mandate would fall on workers in 
com�a_nies with fewer than 25 employees, 
reqwnng them to obtain insurance. with 

Little reliable information of this sort 1s
available." 

-David lwgers contributed to this art1·
cle. 

the promise of some federal financial 
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Health Care Reform 
August 2, 1994 

Both the House and Senate bills, as proposed by Congressman Gephardt and Senator 

Mitchell achieve what the American people want -- Universal Coverage -- guaranteed 

health insurance that can never be taken away. The bills ensure real health security for hard 
working middle class Americans who deserve nothing less. We applaud both Majority Leaders 
and the many members of the House and Senate who have been working diligently to bring bills 
to the floor which work for ordinary Americans. 

• These bills utilize distinct approaches to achieve the common goal of health care coverage for
every American. And while differences in the approaches exist -- the similarities are essential.
Both bills provide universal coverage, enable Americans to keep their current insurance and their
family doctor, maintain quality health care, and provide greater opportunity to keep health
coverage affordable for American families. And both have chosen to build upon the current
system of shared responsibility -- a system we know works -- to achieve universal coverage.

• We ha,:e made extraordinary progress toward realizing guaranteed health security for

every American. The Senate an� House are now poised to cast an historic vote in favor of the
hard working middle class. We have come this far and we must not turn back now. If Congress
fails to achieve universal coverage, we will not do our best to co_ntrol health care costs and we
will not do our best by middle class Americans. That's simply unacceptable.

• The House and Senate will soon begin a debate that will engage every American family

concerned about their health security. And while the differences in these approaches will be
worked out as the legislative process moves forward, the bottom line of universal coverage must
remain the same. During the course of the historic floor debate, there will be those who will say
that achieving universal coverage is not necessary. To those, we say, let the debate begin.
Fighting for universal coverage is a fight for the middle class. This is a debate we must -- and
we will -- win.



Senator John Breaux 
· Democrat-Louisiana 

Co.t«t: &tu l'llllt1n, Kam Gravoir, 202·224-462J,· Bob MOTUt, 501-382·20$0 

POR IMMEDIATI! Rl!LEAIE _luguet 1.1� 

l&H, BREAUX SAY$ MITCH&LL H&AL TH CARE PLAN A aoop IIABT 

WASHINGTON (Aug, 2) -· Sen. John Breaux (0-La.) , .. ued the followtng 
statement In r"ponse to a new h•llth care reform outllned today by sena1e Majority 
Leader George MltChlll: 

"George Mitchell haa taken a major step forward on health oar• teglelatlon 
b ... d Qn markvt reforms rather than relying on bureaucratic mandatn and 
regulatlone. 11•, a good start and Conore88 ehould now begin ltl work on the floor.� 

ffl 
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SUMMARY OF THE HOUSE BILL 

Coverage 

• Universal coverage achieved by January 1999, offered through private plans, including an
expanded FEHBP
plan, and a new Medicare Part C program for the unemployed, low.,.come and others not
served by
private system (see below).

• Standard benefits package includes inpatient/outpatient hospital and physician services,
prescription drugs, mental health, substance abuse, preventive care. HHS Secretary 

defines 10 classes of supplemental packages that insurers can offer. 

Insurance Reforms 

• Insurance reforms include guaranteed issue, guaranteed renewability, ban on pre-existing
condition
exclusions, patient access improvements, and anti-discrimination provisions.

. . 

• Insurers must sell policies to individuals in firms or groups of 100 o� fewer at a "pure"
community-rate.

• Employers or associations with 100 or more members can self-insure.

• Any provider willing to accept a plan's fees/schedules is guaranteed ability to contract with
any plan.

• Individuals have choice of at least one fee-for-service, and one managed care plan, and a
catastrophic plan with a medical savings account.

Financing 

• Employers required to contribute 80% of the cost of employees premiums by 1997; small
(100 or fewer workers) firms not required to contribute until 1999. Subsidies in the form of
tax creditsavailable to firms of 50 or fewer workers, based on average payroll.

• Individuals required to pay 20% of premium costs. Full subsidies for individuals up to the
pverty level. Sliding scale of subsidies from 100% to 240% of poverty.

\ 



Cost Containment 

• Federal spending is constrained by integrating the Medicaid program into Medicare C and by
limiting the growth for Medicare part A through C to the rate of GDP growth by 2000.

• A National Health Cost Commission would monitor national health care costs and make
recommendations to Congress in 2000 if expenditures exceeded targets. Congress must
approve the cost containment on its own, otherwise Medicare's payment methods would go
into effect on January 1, 200 I.

Medicare, Medicare Pad C, Medicaid, UFEHBP 

• Medicare would be retained and strengthened through drug, preventive and mental health
benefits. Caps and other savings mechanisms would be added to slow spending to targeted
growth rates.

• Medicare Part C would be established in 1999 for all those not covered by employer provided
insurance plans and for individuals in firms with fewer than I 00 workers who choose the Part
C option.

• Employers could off�r cove:age to their early retirees through Medicare Part c: ·
Medicaid program for acute care would be replaced by the Medicare Part C program. States

· would continue to manage Medicaid's long-term care component.

• Universal FEHBP would be established after insurance reforms and would be available to
individuals working in firms of 100 or fewer employees.

S1.a.w 

• Those states who have already started reforming their systems will be able to continue with
these reforms, and those would like to establish their own systems -- including single payer,
managec competition or employers mandate systems -- will be able to.

Tax Provisions/MiScellaneous 

• The bill also includes investments in public health initiatives, a consumer protection
program, a commission for studying integrating worker's compensation and automobile
insurance, a $.45 increase in the cigarette tax, an expansion of rural health care facilities, and
a 2% surcharge on private premiums.

\ 
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HOUSE HEAL TH BILL 

Democratic Caucus Information Packet 
July 29, 1994 
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1. How Our Plan Works

House Health Bill 
Democratic Caucus 

July 29, 1994 

2. What Does Our Plan Do for the American People?

3. How Will Our Plan Affect People Who Already Have Health Insurance?
4. Key Differences from the Clinton Plan
5. Budget Consequences
6. How Will the Plan be Paid For?
7. Health Insurance Premium Obligations under House Bill
8. Protections for Low Wage Workers and other Low Income Individuals Under

House Bill
9. Acme Shoe
10. Relief for Small Businesses
11. Employer Contribution
12. Meeting the Needs of Rural America

• 13. Expanding the Guarantee of Health Security for Seniors

14. Alternative Plans Don't Work
15. The Vicious, Upward Spiral
16. Working Families' Premium Payments

<. 
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HOW. OUR PLAN WORKS 

► Ensures that everyone will have health insurance by 1999.

► Accomplishes universal coverage through employer­
employee shared responsibility -- 80/20.

► Provides subsidies for small employers & families.

► Medicare Part C -- option for:

► low income families.
► seasonal and part-time workers.
► unemployed.
► small business employers and their employees.

Constrains federal costs directly and contains private sector costs 

thru competition. 

► Choice of health care plans:

► At least one managed care;
► At least one choice for your own doctor;
► For some, FEHBP;
► For some, Medicare Part C;
► Medical savings account.

► Nationally guaranteed benefit package including
prescription drugs, women's health, mental health,
preventative care and long-term care.

► Brings doctors and high quality health facilities to inner
cities and rural areas.



What Does Our Plan Do For The 

American People? 

► Provides guaranteed health insurance that can never be

taken away.

► If you change jobs, you don't lose coverage.

► No pre-existing conditions/E!xclusions.

► Provides choice of doctor.

► Keeps insurance costs dow1il.

► People with health insuranc!e coverage now -- stays the same

or gets better.
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How will our plan affect 

people who already have 

health insurance? 

► Present coverage stays the sa�e or gets better.

► Can't lose coverage because of illness.

► Won't lose coverage if you change jobs.

► Parents get prescription drugs through

Medicare.

► More long term care.

► Increases number of providers in rural and

urban areas.

► Simplifies forms.

<. 



Key Differences from the Clinton Plan 

► NO mandatory alliances.

► NO new, large government bureaucracies to run the system.

► NO automatic price controls, as government would serve only as a back-up to
private sector efforts.

► NO disruption to the large marjority of Americans who already have health
insurance.

► Guarantees every American the right to choose their own doctors and health
plan.

► Establishes a federal safety-net insurance plan to ensure that an affordable
insurance plan �s available to every American.



Budget Consequences 
(Preliminar·y Estimates) 

In the first 5 years = Re�duces deficit by $2 billion 

In the second 5 years = R,�duces deficit by $15 billion 
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HOW WILL THE PLAN BE PAID FOR? 

Most of the cost of the program will be covered by·contributions from 
e�ployers and individuals. 

Additional funds will be required to pay for improvements to the current 

Medicare program, the new long-term care program, subsidies for low 
income individuals and small, low-wage companies, and assistance to 

academic medical centers. Funds to cover these cost.s will be raised in four 
sensible and fair ways: 

► Savings from slowing the rate of growth in Medicare and Medicaid costs;

► A gradual and moderate increase of 45¢ in the tax on tobacco products;

► Eliminating the tax subsidy for health benefits provided through

cafeteria plans;

► and a 2% surcharge on private health insurance premiums.



v Health Insurance Premium O�ligations 
Under House Bill 

Illustrative Examples 

Example 1: Example 2: 

Single-Parent Working Family Two-Parent Working Family 
with One Child with Two Children 

Annual 
Actual 

Annual 
Actual 

Income Monthly Income Monthly 
Family Family 

Level Premium Level Premium 
Premium Premium 

Owed Owed 

<$11,500 $834 $0.00 <$16,000 $1,134 $0.00 

$19,550 $834 $35.00 $27,200 $1,134 $47.25 

$23,575 $834 $52.00 $32,800 $1,134 $70.75 

$27,600 
$834 $69.50 

$38,400 
$1,134 $94.50 

and up and up 

........ 



Protections for Low Wage Workers and Other 
Low Income Individuals Under House Bill 

· .. __ .:Protections for Lo,,1est Protections for Other I. .. o,,· 

,_ · .. :-:· ·- . Income Families Income Fa111ilies 
. � ' ' ' 

. 
. . ' 

Income Levels: 
► l ndi vidual: up to $7,400

► Single-parent family with one
child: up to $11,500

► Two-parent family with two
children: up to $16,000

Key Features of Bill: 
► No premium obligation

► N9 cost-sharing for health benefits

► Comprehensive supplemental
benefits for children

Income Levels: 
► Individual: $7,400 - $17,760

► Single-parent family with one child:
$11,500 - $27,600

► Two-parent family with two children:
$16,000 - $38,400

Key Features of Bill: 
► Premium subsidies on sliding-scale basis

► No cost-sharing for pregnant women,
children and cash recipients up to 200%
poverty threshold

► Comprehensive supplemental benefits
for-children to 200% poverty threshold



Acme Shoe Company 
(Employs 4 low wage workers) 

► In four years, ACME is required to cover 80% of their
employees' health insurance. ACME can do this by:

► Enrolling employees in Medicare Part C.

► Offering choice of at least 2 private plans:

► Choose own doctor

► Managed care

► Medical Savings Account.

► Universal FEHBP.

► Thest: payments are fully deductible to the company.

► ACME will be subsidized for 50% of their employees health
care costs.
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Relief for Sm.all Businesses 

► Reduced premium obligations through a tax credit of up _to
50% of the employer's shar,e of the _premium.

► Community rating keeps premiums affordable when an
' . 

employee gets sick.

► Relief through changes macle to workers compensation.

► Access to safety net public 1,rogram -- Medicare Part C.

► Medical Savings Account.

► Self-employed individuals can deduct 80% of premiums.
,. 
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Employer Contribution 

Average Wage 
Annual Average �mployer 

# of Employees of Employees 
Payment Per Worker 

in the Firm 

Firm 1 s $11,000 S1,275/S0.16 per hour 

Firm2 so· Sll,000 Sl,613/S0.78 per hour 

Firm3 100 SU,000 S2,62S/S1.26 per hour 

Firm4 S00 Sll,000 S2,62S/Sl.26 per hour 

FirmS 1,000 $11,000 S2,62S/Sl.26 per hour 

Firm6 6,000 Sll,000 S2,62S/Sl.26 per hour 

Flrm7 s S2S,200 S2,S48/S1�2 per hour 

Firm8 50 S2S,200 S2,S67/Sl.23 per hour 

Firm9 100 S2S,200 S2,62S/Sl.26 per hour 

Firm 10 soo S2S,200 S2,62S/Sl.26 per hour 
I 

Firm 11 1,000 S2S,200 S2,62S/Sl.26 per hour 

Firm 12 6,000 S2S,200 S2,62S/Sl.26 per hour 

Firm 13 s $39,600 S2,62S/S1.26 per hour 

Firm 14 so $39,600 S2,62S/Sl.26 per hour 

Firm lS 100 $39,600 S2,62S/Sl.26 per hour 

Firm 16 S00 $39,600 S2,62S/Sl.26 per hour 

Firm 17 1,000 $39,600 $2,625/Sl.26 per hour 

Firm 18 6,000 $39.,600 $2,625/$1.26 per hour 

., 



Meeting the Needs of 

Rural America 

Expansion and Integration of Rural Health Care Facilities 

► More doctors, nurses and health care professionals will
dramatically strengthen rural primary care centers and
the National Health Service Corps.

► To rebuild and expand the capacity of health care facilities
serving underserved populations, substantial funds would
be available for. the capital needs of certain rural and
urban facilities.

► The development of managed care plans in rural areas
would be supported.

Expanded primary care provider incentives 

') 

► Medicare bonus payments for physicians in underserved -
areas would be increased tc;> 20% (from 10% ).

► Physicians providing primary care services in rural
underserved areas would be eligible for a tax credit of
�1,009 per month for up to 60 months; nurse
practitioners, certified nurse-midwifes, and physician
assistants would be eligible for a tax credit of $500 per
month.
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EXPANDING THE 

GUARANTEE OF HEALTH 

SECURITY FOR SENIORS 

Expanding Medicare Benefits 

► A new prescription drug benefit would be added to the Medicare
program

► the benefit would provide unlimited prescription drug
coverage with a $1,000 cap on beneficiary out-of-pocket
costs.

► Medicare coverage of mammography screening for women age 65
and older would be enhanced.

► New preventative health benefits would be added.

. 
. 

New long-term care program 

► An important first-step in providing needed services to individuals

with severe disabilities would be provided through a new program to
cover long-term home and community based care.

Maintaining beneficiary choice under Medicare 

► The ability of Medicare beneficiaries to access their providers of

choice would be preserved.
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Alternative Plans Don't Work 

► DO NOT GUARANTEE HEALTH INSURANCE FOR EVERY AMERICAN.

► Insurance reform alone increases premiums for most of the insured.

► Insured forced to pay more to offer subsidies for the uninsured.

► Create business uncertainty.

► Encourage people to buy insurance only when they get sick.

► Encourage insured to drop coverage.

► Encourage welfare dependency.

,. 



The Vicious, Upward Sf)iral 
The Impact of Incremental Reform on Insurance Premiums 

Shri ing insurance 
pools r urther increase 
the level or risk for 

those "".ho remain in the 
pool, which in tum, 

escalates premium costs 

Insurance refonns extend 
coverage to the sick and 

older higher users of he.alth 
services 

Additional premium 
increases drive out more 

young. he.althy people ano 
small businesses 

Without universal coverage 
to ensure that J9w-risk 

Individuals are included in 
insurance pools, the average 

level of risk increases 

Higher risk insurance pools 
result in premium increases 

for the currently insured 
causesing many healthy 

individuals and small 
businesses to drop out 
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Family Income 

$14,781 

$25,000 

$35,000 

$45,000 

Working Families' Premium Payments 

Famiily of 4 

House Bill Dole Bill 

$0 $1,699 

$560 $6,796 

$1,134 $6,796 

$1,134 $6,796 

Additional Cost 
of 

Dole Plan 

$1,699 

$6,236 

$5,662 

$5,662 



QUESTIONS AND ANSWERS 

ABOUT 

THE HOUSE DEMOCRATIC LEADERSHIP 

HEALTH REFORM PROPOSAL 

On July 29, 1994 the House Democratic Leadership announced its health reform 
proposal. The plan announced by the Leadership is based on the health reform 
plan passed by the Ways and Means Committee, and includes key improvements 
made by the Leadership. 

This plan offers a simple and logical way of achieving the President's goals of 
universal coverage and cost containment that: 

• Minimizes disruption to our current health
care system and to the 85% of Americans
who already have insurance

• Guarantees unrestricted choice of doctors
and hospitals for all Americans - regardless
of income

• Is affordable to all

• Ensures and improves the quality of care

• Creates no new bureaucracies

• Creates no new broad-based taxes

Under the plan, every American will be covered by a comprehensive set of 
health care benefits by January 1998 and, by the year 2001, health care inflation 
will be brought in line with the rest of the economy. 

!Question: How will the plan guarantee universal coverage?

Answer: The Leadership plan includes three steps that, together, provide a 
concrete path to health security for all. 

The plan will build on our existing employer-based system to ensure coverage for 
everyone who is connected to the work force. Today, the majority of Americans 
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competition in the health care market. If after five years, these market forces fail

to control costs, a system of cost containment would go into effect. 

In those states where market reforms and other State strategies don't work, a 
national "fee schedule" system - or an alternative system proposed by a new 
national cost containment commission (which will be adopted, rejected, or 
changed by the Congress in 2000) - will be applied. Under the fee schedule system, 
maximum payment rates for medical services would be set, and each year, these 
·rates would be increased at levels that would keep spending within the target.

Like it is now, th.is "fee schedule" system would .be used to pay doctors and 
hospitals who provide care under the Medicare programs. 

By controlling costs in this way, the Leadership plan will give the private market a 
fair chance to control costs, will keep fee-for-service medicine affordable, and will 
maintain the kind of delivery system that most patients and providers prefer. 

l Question: What benefits will be included in the standard package�

Answer: Every American will be guaranteed a health insurance package that 
covers a comprehensive set of benefits, including prescription �rugs, mental 
health and substance abuse services, and preventive care. Covered minimum 
benefits will include: 

3 
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Question: What happens if I want additional benefits to those covered in the 
standard benefit package? 

Answer: The Leadership plan does not in any way limit the amount or kind 
of additional benefits that people can buy. 

_The Secretary of Health and Human Services will define ten standard 
supplemental insurance packages that insurers can offer. Any individual who 
wants to purchase supplemental insurance or additional benefits - either to cover. 
services not included in the basic benefit package, or to cover co-pays and 
deductibles - may purchase these benefits. And, any employer who wants to 
provide benefits that exceed those covered by the standard package can do so, so 
long as they provide the extra benefits to all of their employees equally. 

By establishing a set of standar�ized supplemental packages, the plan will help 
consumers make meaningful comparisons among supplemental packages, and 
will ensure that consumers are not being offered supplemental insurance for 
benefits already provided in the nationally guaranteed package. 

Question: In general, how does this plan change the currettt health care 
system? 

Answer: One of the main objectives of the Leadership plan is to fix what is wrong
with our current system while making as few changes as possible to existing 
relationships among insurers, employers, providers, and consumers, _and to the way 
people already purchase, pay for, and get their health care. As a result, there will 
in general be little disruption - and few changes - to the current system. 

Most people will continue to receive their health insurance through private plans 
provided through their employers; employers will retain their role as negotiators 
on behalf of their employees; employees will continue to contribute to their 
coverage through deductions from their paychecks; and all the options which 
currently exist for health care delivery - including fee-for-service and managed care 
-- will continue. In addition, employers may choose_ to offer their employees and 
contribute to a high deductible plan with a medical savings account. 

!Question: How will this plan affect me, and what kind of changes will I see? 

Answer: There are several basic and important benefits �o everyone.
Everyone will see a reduction in the rate at which their health premiums 
increase. No one will be denied coverage or lose their coverage when they 
change jobs. Over time, as the cost to employers of providing coverage 
decreases, workers should also see an increase in their wages. 

5 



jQuestion: How much will health coverage cost individitals? 

Answer: In general, the maximum amount most people will pay for 
health insurance will be limited to 20 percent of the cost of their insurance. 
Employers will pay 80 percent of the cost of the package for their full-time 
employees, and will contribute for their part-time workers based upon the 
number of hours worked. 

Under the Leadership plan, every insurer will be required to offer the 
guaranteed benefit package for three basic "classes" of enrollment: 
individual, single-parent family, and two-parent family. Couples without 
children may choose to purchase two "individual" policies. 

The table below illustrates the estimated cost of the guaranteed benefit 
package, along with the approximate amount that full-time workers will 
pay each year. 

Estimated Cost of Guaranteed National Benefit Package under the 
Leadership Plan 

Individual 
Single Parent Family 
Two-Parent Family 

Individual Employe� Total 

$428 (.21/hr) $1,712 (.84/hr) $2,140 (1.05/hr) 
$834 (.40/hr) $3,336(i.60/hr) $4,170(2.00/hr)
$1,134(54/hr) $4,536 (2.18/hr)$5,670 (2.78/hr) 

"These numbers reflect the approximate employer obligation for employers with more than 50 employees, 
and for high-wage employers with less than 50 employees. Low-wage employers with fewer than 50 
employees will nave lower premium obligations. 

In general, although premiums will vary somewhat across insurers, 
coverage for a comprehensive set of medical benefits will be available to 
every person - depending upon family status - for between about $35 and 
$95 a month. For those whose employers choose to contribute more than 
the required amount, or for those whose employers offer an alternative 
"high-deductible medical savings account" plan, these amounts may be 
even less. 

!Question: What about low-income people who cannot afford to pay?

Answer: The plan would make sure that every person can afford to 
purchase the health insurance to which they are entitled, and to use the services 
covered by the guaranteed benefit package. 

7 



a plan's enrollees, the appropriateness and outcomes of the services 
provided, and patients' overall satisfaction with their care. States will be 
required to provide the results of these assessments to consumers at least 
once each year, and to take steps to fix any problems that are found. 

As added assurance that people do not "get stuck" in health plans that are 
not meeting their needs, the proposal will ensure: 1) that every individual 
is able to change health plans, without cause, during a minimum six week 

· period each year, and; 2) that -- in cases where a health plan is not
complying with health insurance standards - individuals could disenroll
from that plan at any time. and enroll in a new plan.

Question: What will be done to ensure access to care for people living in 
underserved rural and inner city areas? 

Answer: People living in rural and inner-city communities often face 
special barriers to obtaining health care that others don't face. These barriers 
include a shortage of doctors and other health care providers, inadequate medical 
facilities, and an insufficient number of health plans serving these areas. 

The Leadership plan includes six initiatives to eliminate these barriers and to 
make access to health care a reality for people in inner-city and rural areas. 

• Grants will be available to all fifty states to help them develop health care
networks in underserved areas.

• A new grant program will be made available to local governments and health
care facilities to help them expand or establish primary and acute care networks
in underserved areas.

• Financial assistance will be provided through a new federal trust fund to inner
city and rural medical facilities to help them meet their capital financing needs.

• The resources available to primary care doctors practicing in rural areas will be
increased by doubling Medicare bonus payments, and by providing tax
incentives to primary care doctors, nurse practitioners, and others who locate
in rural and urban underserved areas.

• Substantial new federal funding would be provided to support the operation of
community and migrant health centers

• Additional funding for the National Health Service Corps would be provided.

9 
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!Question: How will small employers be able to afford to pay?

Answer: More than half of all employers with fewer than 100 employees 
already contribute to the cost of health coverage for their workers. Among small 
employers who do help pay, the average contribution in 1992 was about $2,300 

. (EBRI, Sources of Health Insurance and Characteristics of the Uninsured, 1994).
For these firms, and particularly for those that currently offer this level of coverage 
to all their employees, providing coverage under the Leadership plan will result in 
minimal if any additional payments. 

Those small businesses which are currently least likely to help pay for their 
employees health coverage are low-wage businesses with fewer than 50 
employees. The Leadership plan will help low-wage small businesses who 
would otherwise have a difficult time making their required contributions 
in several ways. 

Subsidies will be provided to small, low-wage businesses to reduce the 
amount they must contribute toward their workers' premiums: firms with 
25 or fewer employees would be eligible for a maximum subsidy of 50 
percent, and firms with 26-50 employees would be eligible for a maximum 
subsidy of 37.5 percent. For companies with 25 or fewer employees, the 
subsidy will reduce the employer obligation for an individual premium 
from about $.85 per hour to about $.42 per hour. For companies with 26-50 
employees, the subsidy will reduce the obligation to about $.53 per hour. 

The new Medicare Part C plan and the expanded Federal Employee Health 
Benefits Program will offer small employers two simple and af

f

ordable ways 
of providing high quality coverage for their employees. 

!Question: How will states be affected by the plan? 

Answer: Under the Leadership plan, states will have broad flexibility 
to create the kind of health system that best meets the needs and desires of 
their citizens -- so long as the system meets the national goals of universal 
coverage and cost containment. Those states who have already started 
reforming their systems will be able to continue with these reforms, and 
those who would like to establish their own system -- including single 
payer, managed competition, or employer mandate systems -- will be able to. 

States may also see a significant reduction in their health care spending 
under the proposal. As their uninsured residents are brought- into the 
health care system, the increasingly large share of state and county 
resources being consumed by uncompensated hospital care and indigent 
health care programs should be reduced. 
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services, however, do not require any "bureaucracy" beyond the few payers -­
public and private insurers - themselves. Each of these payers has a strong 
incentive to know and pay only the right price, and each of the sellers - doctors 
and hospitals -- has a strong incentive not to jeopardize a relationship that pays 
the bills for hundreds of patients. In fact, the vast majority of private insurers 
already use some form of fee schedule to establish the amounts they will pay 
for each service 

·The second concern is that price controls make the buying and selling of goods
more complicated. Fee schedules, however, actually simplify the
administrative· aspects of "selling" and "purchasing" health care. In a system
without maximum payment rates, doctors and hospitals have to figure out
what different insurers will pay for their services, insurers have to figure out
providers' "charges", and disagreements have to be fought over and resolved.
With fee schedules, everyone knows what they can charge and what they will
be expected to pay.

The third concern is that price controls only hold costs down temporarily,
and that when the controls are removed, inflation comes back at even
higher levels than before. Fee schedules for medical services, however -
although updated and revised - would not be removed. As a result, there is
no danger of a bout of post-control inflation.

The fourth concern is that price controls lead to "waiting lists" or
"shortages". Fee schedules for doctors and hospitals, however, do not
impose any kind of constraint or arbitrary limit on a medical system's
capacity to provide needed care. There are no cut-off points after which
doctors and hospitals will not be paid, and there are no incentives to not
provide needed care. Under the Leadership plan, if spending exceeds the
"expenditure target" in a particular year, the fees paid to providers the next
year will simply be allowed to rise less.

!Question: Will fee schedules work to control costs ? ·

Answer: . Some argue that fee schedules will not provide an effective 
means of controlling costs because providers will increase the number of 
services they provide to make up for lost revenues. 

Evidence from this country's Medicare program - and from the five other 
countries which use fee schedules - makes clear that while the volume of 
certain services may increase some, fee schedules provide an extremely 
effective way of controlling costs. There are two reasons why this is the case. 

The first is that there are several factors that "naturally" limit.how much 
the volume of services and goods will increase. While physicians may well 
be able to tell a patient to come back in for an "extra office visit", other 
providers who do not "prescribe what they provide" -- like hospitals and 
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Highlights of House Democratic Healthcare Reform Bill 

I. Universal Coverage

1 

All individuals would be guaranteed coverage under a health
insurance plan providing at least a guaranteed national benefit 
package. Individual choice of health plan and provider would be 
maintained. Heal th insurance coverage would be provided under 
private plans, including a new universal FEHBP, and under a new 
public insurance program similar to Medicare, which would be 
created as a safety net for those not served under the present 
system. 

In 1999, all individuals would be responsible for paying the 
full premium of the health plan in which they enroll, minus their 
employer's contributions. Low-income families would receive 
assistance in meeting their premium obligations. 

II. Individual and Employer Responsibilities

All individuals would be covered under a plan that covers the
guaranteed national benefit package. All individuals. would be 
responsible for paying the full premium of the health plan in which 
they enroll, minus the amount contributed on their behalf by their 
employers. The premium obligation would be zero for individuals 
with incomes below the poverty threshold, and would increase on a 
sliding-scale basis between 100 and 240 percent of the poverty 
threshold, when fully phased-in ($38,400 for a family of four in 
1994 dollars). Subsidies would.be provided for both Medicare Part 
C and, by certificate, for private plans. 

In general, all employers would be required to contribute 
toward the cost of private health insurance coverage for all 
employees, effective in 1997 for large employers and in 1999 for 
small employers. All employers would be required to offer at least 
one health plan offering unlimited choice of providers and one 
managed care plan. In addition, employees employed in small firms 
(of less than 100 employees) that offer private coverage would have 
the option of choosing coverage under the Federal Employees Health 
Benefit Program. Small employers could also choose voluntarily to 
enroll their employees in the new Medicare Part C program. 
However, any employee in a firm that offers private health 
insurance would not be permitted to enroll in Medicare Part c, 

unless that employee is a low-income employee of a small employer. 

The minimum employer contribution for a full-time worker would 
be equal to 80 percent of the premium of a plan providing the 
guaranteed national benefit package. Employers would also be 
required to make pro-rated contributions on behalf of part-time, 
seasonal, and temporary workers on a per-hour worked basis. 
Employers would not be required to contribute to .coverage of 
workers who are dependent children and covered under their parent's 
plan, nor contribute to any worker who is expected to earn less 
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The Congress would be required to vote on the Commission's 
proposal. 

Automobile insurance medical benefits would be coordinated 
with health plans. Payment for automobile insurance medical 
benefits would be made by automobile insurers directly to health 
plans. 

XII. Early retirees

Employers would have the option of offering their early
retirees health benefits through Medicare Part c. Some assistance 
will be provided on behalf of present early retirees who have 
employer-provided health benefits. 

XIII. Universal FEHBP

Effective after insurance reforms are instituted, a newly 
created UFEHBP would contract with community-rated plans within 
each community�rated area. 

A small employer who chooses to offer coverage through private 
plans would have two choices: offer two private plans and UFEHBP 
or offer UFEHBP only. If the employer offers two private plans and 
UFEHBP, the employer contribution would be 80% of the premium of 
the plan the employee chooses, but no more than 80% of the 
employer's higher-cost private plan premium. If the employer 
offers UFEHBP only, the employer contribution would be 80% of the 
premium of the plan the employee chooses. 

Individuals not connected to the workforce could use their 
Medicare Part C certificates to obtain coverage in a UFEHBP plan. 

XIV. Financing Health Care Reform

The rate of growth in Medicare and Medicaid costs would be
slowed equitably across sectors. The cigarette tax would be 
increased by 45 cents per pack on a phased-in basis. An excise tax 
of two percent would apply to health insurance premiums and the 
expenses of self-insured plans. Health benefits provided through 
a cafeteria plan or flexible spending arrangement would not be 
excludable from an employee's income. A portion of the premiums 
paid by non-enrolling employers would be retained during a 
transition period. The current Medicare hospital insurance tax 
would be extended to all State and local employees. 



THE MITCHELL HEAL TH CARE REFORM BILL: 

A MODERATE APPROACH TO ACHIEVING UNIVERSAL COVERAGE 

Universal coverage is achieved in two stages. First, market incentives, insurance 
reforms and assistance for low and middle-income families are provided. These 
market-based reforms and incentives are allowed to work until the year 2000. 
Second, if the market reforms do not provide coverage for 95% of Americans by the 
year 2000, a commission would submit recommendations to the Congress on how to 
achiev� coverage for every American. If the Congress does not then act to achieve 
universal coverage, employers and employees would be required to contribute evenly 
to the cost of health coverage. Small employers with. fewer than 25 employees would 
not be required to contribute. 

Here are the central elements of the Senate compromise bill: 

Affordable Insurance For Working Families. Insurance companies will be forced 
to compete for business, lowering prices through market forces. There will be a limit 
on what families pay for insurance. And if you're in between jobs or living paycheck 
to paycheck, you'll get a discount. 

Coverage That Can't Be Taken Away. It will be illegal for insurance companies to 
drop people from coverage if they get sick, grow old or change jobs. People with 
insurance will know that they can never lose it. 

Choice of Doctor and Insurance Plan. Families will be able to keep their doctor and 
insurance, or choose a new plan. No one-size-fits-all approach -- people will be able 
to choose the benefits and plan that best fits their needs. 

Preserve and Strengthen Medicare. Medicare will be protected and strengthened. 
Older Americans have a right to count on Medicare and choose their doctor. 
Prescription drug coverage will be added to Medicare, and there will be add�tional 
help with home- and community-based care. 

Help For Small Businesses. The smallest businesses will not be required to provide 
insurance. But they will be able to join voluntary purchasing cooperatives so they can 
get affordable insurance. 

Improve the Quality of Insurance and Care. The guaranteed benefits include 
preventive care and prescription drugs. And part of each insurance premium will go 
to medical research -- to ensure the high quality of American medical care. ,.... 



Improvements in the Mitchell Bill 

Complete Freedom of Choice: 
• People can just stay with their current doctors and insurance plan, or they can

choose from any number of new plans with choice of doctor.

Added Protection Against Rising Costs For Families and Businesses 
• Through expanded competition and by creating purchasing cooperatives for

small businesses to purchase cheaper insurance, costs will be brought under

control.

Extra Protection For Small Businesses 
• If employers and employees do end up splitting the cost of insurance,

businesses with less than 25 employees will be exempted. There will be
voluntary purchasing cooperatves so small businesses can get affordable
msurance.

No More Mandatory Government Alliances and Bureaucracy 
• There is no more requirement to jqin government alliances. Instead, there will

be voluntary purchasing cooperatives to allow small businesses and individuals

to join together to get high-quality insurance at an affordable rate.

More Businesses Can Self-Insure 
• Many more companies which do a good job of controlling c�sts and providing

high-quality care may continue to do so through their own health care plans.

Additional Protection For Federal Budget 
• Written into the law will be a guarantee that the cost of health reform does not

exceed the savings and revenues earmarked for health reform. 
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SUMMARY OF MITCHELL HEALTH CARE LEGISLATION 

The Mitchell health care bill would: 

- provide affordable health care for all Americans
control the rising costs of health insurance

- emphasize primary and preventive core
- maintain America's high quality care and expand choice
of doctors ond health plans

The bill also would p·rovide long term care and prescription 
drug benef1cs fox elderly and disabled Juneri�ans, reduce 
papen,ork, and facilitate consumers' ability to compare health 
plans. 

HEALTH INSURANCE FOR ALL AMERICANS 

While the vast majority of Americans now have private health 
insurance, millions of them are at risk of losing their coverage 
it they get sick or if they change jobs. The bill would make it 
illegal for insurance companies to: 

- arbitrarily drop coverage
- cu� benefits
- increNse rates if an individual gets sick
- use lifetime limits to cut off benefits

In addiLion, insurance plans would be required to allow 
unmarried children up to age 25 to be covered by a parent's 
policy. 

The bill would expand insurance coverage through federal 
subsidies that mnke insurance more affordable, voluntary 
purchasing cooperatives and insurance market reform -- achieving 
95% coverage. 

New programs would target subsidies to vulnerable 
populations and groups that comprise large portions of the 
uninsured: 

- children and pregnant women with income under 300% of
poverty 

- families with income under 200% of poverty
- temporarily unemployed workers
- firms that agree to insure all workers

Employers that voluntarily contribu�e toward the cost of 
health insurance for any employee would be required to maka 9qual 
contributions for all employees. 

Every American would have a choice of at least three private 
insurance plans and many will be able to enroll in Federal 
Employees' Health aenefits (FEHR) plans. 
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These provisions would greatly expand healch insurance 
coverage, reducing the number of uninsured Americans by two­
thirds and raising the percentage of Americans covered by health 
insurance to 95%. 

These measures to increase health insurance coverage would 
be backed up by the National Health Care Cost and Coverage 
Commission. 

On January 1, 2000 the Commission would determine whether 
95% of 1\.mericans have ins\1rance coverage. If t.hat goal is not 
met, the Commission would develop a plan to e>:pand coverage t.o 
the remaining uninsured. Congress would have until December 31, 
2000 to adopt �uch legislation under special procedures that 
limit the time of debate. If Congress does not act by that date, 
beginning January 1, 2002, in those states with less than 95% 
coverage, businesses with 25 or more employees would be required 
to share half of insurance premium costs with their employees. 
For work8r� in firms of less than 25, employees would be required 
to purchase coverage. Subsidies would be available to make 
insurance more afford�ble. 

CONTROLLING HEALTH CARE COSTS 

The bill would make health insurance affordable for American 
businesses �nd families. 

- Community rating of insurance premiums would be required,
to ensure that premium� do not increase when pAop)e need
coverage the most.

- Health insurance purchasing cooperaLives (HIPCs) would be
established for small and medium-size firms to reduce
�dministrative costs that now put insurance premiwns out of
reach for millions of businesses.

The bill would more ef�ectively spand federal health �are 
dollars. 

- Medicaid recipients would be inLegrat�d into private
health insurance plans, ensuring that Medicaid expenditures
wouJrl grow no faster than general health care costs.

- The Medicare program would be improved to provide
beneficiaries greatQr choice of and acr.P.ss to managed care
plans.
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The bill would create mechanisms to �u11Lrol n�tional he�lth 
care spending. 

-- Standardizes benefits to make it eusier for consumers to 
choose between health plans based on price 

-- Establishes quality performance measures for health plans 
to better equip consumers to choosa health plans based on 
price 

-- RAduces administrative costs by standardizing insurance 
forms and simplifying billing 

-- Impo3es an azcossment on insurance p)�ns that grow faster 
than the target rate of growth, making consumers more 
sensitive to cost differentials of insurance plans 

-- Funds increased biomedical research and research in 
health outcomes research to find new cures for disease and 
to reduce unnecessary health services 

Beginning on January 1, 1999, the National Health Care Cost 
and Coverage Commission would issue annual reports on the cost of 
health insurance and strategies for con�rolling such costs. If 
at any point, the Commission determines that fewer than 35 
percent of the population eligible to enroll in community rated 
health plans cannot enroll in a plan that costs less than the 
target premium established in the high cost plan assessment, the 
Commission would develop a plan for meeting the growth targets. 
Congress would consider such a plan under special procedures that 
limit the time for debate. 

GREATER EMPHASIS ON PRIMARY AND PREVENTIVE C.ARE 

One reason Americans spend so much on health care is we 
spend almost all on curative care -- making people well after 
they've become sick. This plan puts equal �mphasis on keeping 
people well -- by encouraging personal responsibility for one's 
own health through regular check-ups, prenatal and well-baby 
care, childhood 1mmunizatiun, and healthier lifestyles. 

The plan would eliminate copayments for clinical preventive 
and prenatal services. The comprehensive benefits package covers 
vision and dental services for children under the age of 22. The 
plan would encourage doctnr� r.o become primary care physicians in 
fields such as family medicine, general internal medicine, and 
general pediatrics. 

The plan also would fully fund the supplemental food program 
for women, infants, and children (WIC). 
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MAINTAIN HIGH QUALITY CARE 

- All Am�ricans would b� coveLQd by a comprehensive benefits
package. 

- Insurance plans would be requir�d to meet federal quality
standards such as measures on wai�ing cime�, conswner 
satisfaction, and report cards for ccnswners. 

- An assAssment on insurance premiums would fund graduate
medical education and important research at the Agency for Health 
Care Policy and Research (AHCPR) and the National Institutes of 
Health (NIH). The5e efforts arQ important to keep America on the 
forefront of medical science. 

EXPANDS CHOICE OF DOCTOR AND CHOICE OF PLAN 

The bill would expand the choices Americans have for their 
health care. Individuals would continue to be able to choose 
Lheir own doctor .:ind, for th9 first timA for many, be guaranteed 
a choice of health insurance plans. 

- Every American would have th� choice of et lec:ist three
health insurance plans, one of which must be a traditional
fee-for-service plan in which an individual can choose his
or her own doctor.

- Small und medium sized employers must offer workers the
opportunity to choose a plan through a HIPC. In addition,
they may offer a choice of three insurance plans.

- HIPCs must provide enrollees a choice of three plans: a
fee-for-service plan, a health maintenance organization
(HMO), and a point-of_-service plan.

- Large firms must offe= their employees a choice of three
plans: a fee-for-service plan, a health maintenance
organiza�ion (HMO}, and a point-of-service plan.

ALLOWS STATE OPTIONS 

The bill would give states the ability to implement federal 
health care reforms on a fast track. The bill would allow states 
to implement u cingle payer system. F.xisting state waivers would 
be grandfathered. 
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SIMPLICITY 

The eno4-mous �mounts of paperwork that insurance companies 
now generate and process would be reduced through streamlined and 
computerized systems. Many consumers would no longer have to 
submit claims to their insurance �umpany, but if they did, they 
could use one, uniform claim form. Insurance companies would be 
required to use a standard form to inform consurners·of their 
claim status. 

Becou�e benefits would be stondardized, consumers would be 
able, for the first time, to easily compare plan prices. To help 
consumers compare prices, states would be required to distribute 
easy-to-read repor� cards on heolth plans. 

In addition, consumers would have information about the 
results of health care provided by each provider and plan in 
their area which can help consumers make informed choices when 
�electing providers and plan�. 

HOW IS THIS BILL PAID FOR? 

- The rate of growth of Medicare would be reduced by $55
billion over the next S years and S278 billion over th� next 10 
years. Approximately $100 billion of this would be used to fund 
prescription drug benefits. 

- The tax on a pack of cigarettes would be phased in, from
15 to 45 cencs, over ch� nex� five years, raising $56 billinn. 

- Reducing the number of uninsured would lead to savings of
about $129 billion in disproportionate share paymencs tu 
hospitals. 

- Over 10 years there would be savings of $387 billion in
federal costs and $232 billion in state costs from the existing 
Medicaid program. These savings would be uaod to provide 
targeted subsidies to low income families and individuals, who 
would be integrated into the private health insurance system. 

- Additional sums would be raised through an assessment on
the premiums of high growth plan�, the elimination of health 
benefits as part of cafeteria plans, income related premiums for 
Medicare patients, and extending Medicare coverage to all state 
and local government employees. 

The bill would include a fail safe mechanism to guard 
against unanticipated cost overruns increasing th� federal 
deficit. To the extent that the legislation's cost exceeds 
A�timated levels, the program would be cut back automatically to 
offset any shortfall. 



1. 

2. 

Sources of Mitchell Health Care Reform Bill 

Finance Committee 

The following provisions are taken directly, or with minor 
modification, from the Finance Committee bill: 

1. Medicaid/Medicare
2. Financing Mechanisms
3. Cost Containment
4. Subsidies for Low-income Pregnant Women and Children
5. Benefit Approach

Labor Committee 

The following provisions are taken directly, or with minor 
modification, from the Labor Committee bill: 

1. Public He::ilth Infrastructure
2. Workforce Priorities
3. Quality Improvement
4. Consumer Protections

3. Fln�nce �nd Lahar Committees

The following provisions are blended provisions based on the Finance
and Labor Committees bills:

1. Insurance Market Reforms
2. Health Insurance Purchasing Cooperatives
3. Low-income Subsidies
4. Federal Employees Health Benefits Program
5. Long-Term Care
6. Academic Health Centers/Graduate Medical Education
7. Fraud and Abuse Program



4. 

Sources of Mitchell Health Care Reform Bill 

Other Provisions 

The following provisions were not included in either Committee, or if 
inc.luded, h�ve been subject to modification. 

1. Medicare Prescription Drug Benefit
2. Expanded Coverage

Additional Coverage for Pregnant Women and Children 
Coverage for Temporarily Unemployed, Uninsured 
Workers 
Incentives for Employers to Expand Coverage to 
Additional Workers 

3. Backup Mechanism to Enable Coverage of the Remaining
Uninsured



REVERSING THE TREND 

Mltchell Plan Reverses Declining Coverage Trend 
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How Mitchell Plan Helps the American People 

• 

• 

• 

• 

• 

• 

Provides security to Americans who have insurance now 

Expands choice of doctors and choice of health plan 

Makes insurance more affordable for those without 

coverage 

Creates cooperatives to reduce health insurance costs for 

small businesses and individuals 

Provides prescription drug benefit for elderly and long 

term care for elderly and disabled 

Reduces upward spiral of premium costs 



How Mitchell Health Care Plan Works 

Provides health care for all Americans 

firms must offer choice of at least 3 health plans 

insurers cannot cut benefits or drop coverage 

subsidies for businesses and low-income families 

expanded coverage for children and pregnant women 

Controls health care costs 

cooperatives keep down administrative costs for small 

firms and indiv.iduals 

assessment on faster-rising premiums 

Greater Emphasis on Primary and Preventive Care 

benefits package includes preventive and primary care 

no copayments for preventive and prenatal care 

vision and dental services for children under age 22 

Greater Consumer Choice 

choice of at least three health plans 

choice of doctor 

buy-in to Federal Employee Health Benefits Plan 

Maintains High Quality Care 

comprehensive benefits package 

federal quality standards for health plans 

funds for medical research and education 



The Road to Universal Coverage 

• Voluntary system

• Insurance market reform

• Subsidies for uninsured

• Voluntary purchasing cooperatives



The Road to Universal Coverage 

If voluntary system achieves 95% coverage by the year 
2000, then: 

Commission recommends to Congress ways to provide 
coverage to those still uninsured. 

Congress votes on recommendation on fast track 
(amendable but not subject to filibuster). 

No further action required. 



The Road to Universal Coverage 

If voluntary system does not achieve 95% coverage by the year 

2000, then: 

By May 15, 2000, Commission recommends to Congress ways 
to provide coverage to those still uninsured. 

Congress votes on recommendation on fast track 
(amendable but not subject to filibuster). 

If Commission's recommendations are enacted into law by 
December 31, 2000, no further action required. 

If Commission's recommendations are not enacted into law by 
December 31, 2000, then on January 1, 2002, requirement takes 

effect: 

Employers with 25 or more employees must provide coverage 

to their employees ... 50% paid by employer, 50% paid by 
employee. 

Employers with fewer than 25 employees exempt. 

Individuals not otherwise covered are required to purchase 

insurance. 



MITCHELL HEALTH CARE LEGISLATION 
EXECUTIVE SUMMARY 

AUGUST l, 1994 

1. EXPANDING COVERAGE

The objective of this health care reform plan is to provide universal coverage
through a system of insurance market refonns, voluntary purchasing cooperatives,
and incentives and subsidies to those who need them.

The Congressional Budget Office's preliminary estimate is that, if this plan is
enacted, 95 percent of all Americans will have health insurance by the year 2000
with no increase in the federal deficit. The plan will further establish a procedure
to provide thereafter health insurance to all Americans.

A Subsidies Under a Voluntazy System. Targeted subsidies will be available 
to encourage certain low income individuals and some firms to purchase 
insurance. These subsidies would be targeted to people who do not have 
health insurance coverage today. 

For low income individuals: 

o Low-income families. Beginning in 1997, low income individuals
and families will receive a subsidy wonh a fixed percentage of the
average premium in a health care coverage area. For those below
100 percent of the Federal poverty level, the subsidies will cover
the full cost of health insurance coverage. Toe value of the subsidy
will be phased out between 100 percent and 200 percent of poverty.

o Low income omnant women and children. Beginning no later than
1997, pregnant women and chilrlren under 19 with incomes up to
185 percent of poverty will be eligible to receive subsidies equal to
100 percent of the premium. The subsidies will be phased out
between 185 percent of poverty and 300 percent of poverty.
Community rated health plans will be required to offer two
additional categories of coverage: �ingle child and multiple child, so
that child only policies are available in the market.

o Cash assistance recipients. Beginning with the January 1, 1997
abolishment of the acute c.are portion of Medicaid for AFDC, all
AFDC cash assistance recipients will receive subsidies equal to 100
percent of the premiwn.

o Former non-cash Medkald ellejbles. Beginning in 1997, individuals
who would be medically needy or other non-cash recipients under
the current Medicaid program ( except pregnant women, infants and
children) will receive subsidies covering 100 percent of the premiwn
for six months, then will be treated the same as others based on
income.

1 



B. 

o Outreach and enrollment. To maximize health insurance coverage,
low income individuals eligible for full subsidies (below 100% of
poverty generally, and below 185% of poveny for pregnant women
and children) will be permitted to enroll in a health plan at �ny
time of the year ( others may enroll only during the 30 day
enrollment period). Any pre-existing exclusion rules that apply to
the newly insured will be waived for these individuals, and a new
system will be developed to sign up such individuals for health
insurance coverage when they seek health care service at a hospital
or clinic.

o TemoorarUy unemployed, uninsure,d. Beginning in 1997 individuals
who were full time employees, insured for at least six months will be
eligible for enhanced income protection subsidies to purchase
insurance. Under thi::i program, unemployment insurance benefits
and wages earned in a month up to 75 percent of the poverty level,
will be disregarded for purposes of determining eligibility for low
income subsidies. Individuals will be eligible for this program for up
to six months or until they find other full time work. This assists
temporarily unemployed individuals purchase insurance by
disregarding a portion of their income for the year so that they are
eligible for the low income subsidies.

For employers: 

o Rmployers who expand coyeraee to additionaJ workers. Beginning
in 1997, employers who expand coverage to all their employees in a
specific class (i.e., full time, part time) will receive subsidies to make
their employees' premiums more affordable. Employers will pay the
lesser of 50 percent of the premium or 8 percent of each newly
insured employee's wages. The employee will pay 50 percent of the
premium. Workers with incomes under 200 percent of poverty
eligible for the individual subsidies described above. Th.is subsidy
will be available to employers for a maximum of five years.

Tri�er to a Requirement. On January 15, 2000, the National Health Care
Cost and Coverage Commission will determine whether the voluntary 
system has achieved 95 percent coverage. 

o First .ajternative - Coveraee Tareet Ach�. If the Commission
determines that, on a nationwide basis, at least 95 percent of all
Americans had health coverage, it will send recommendations to the
Congress on how to insure the remaining uninsured individuals.
Congress will consider legislation to insure the remaining uninsured
under an expedited process that requires committees to discharge by
a certain date and that limits floor debate. The legislation will be
fully amendable and require the President's signature. No further
action is required.
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o Second Alternative - Coveraee Tareet Not Achieved. If coverage is
below 95 percent, the Commission will send to Congress by May 15,
2000 one or more legislative proposals on how to insure the
remaining uninsured individuals. Congress Will consider legislation
to insure the remaining uninsured under an expedited process that
requires committees to discharge by a certain date and that limits
floor debate. The legislation will be fully amendable and require
the President's signature. If universal coverage legislation is not
enacted by December 31, 2000, an employer requirement will go
into effect on January 1. 2002 in those states with less than 95
percent coverage.

C. Nature of Reguirement. If a requirement is ulggered, employers with 25
or more employees will have to pay 50 percent of their employees'
premium costs, with the employee paying the remainder. Firms employing
fewer than 25 workers will be exempt from an employer requirement.
Individuals will be required to have health insurance. Under a
requiremen t, the targeted subsidies available under the voluntary system
will be replaced with general subsidies designed to make insurance costs
affordable.

o Employees with Adjusted Gross Income under 200 percent of
poverty will be subsidized on their 50 percent share of the premium
on a sliding scale basis, so that those with incomes up to 100 percent
of poverty will pay no more than about 4 percent of income, rising
to no more than 8 percent of income by 200 percent of poveny. No
family, regardless of income will pay more than 8 percent of income
on their 50 percent share of the premium.

o Non-workers and those in exempt firms will receive the same
:subsidies for their SO percent share of the premium as employees in
co vered firms. Those below 200 percent of income will receive
additional subsidies ( on a sliding scale) to make the remainder of
the premium affordable.

2. CONTROLLING HEALTH CARE COSTS

A Premium Assessment. A 25 percent assessment would be imposed on "high 
cost" health plans to the enent their costs exceed a target cost. The initial 
target for community rated plans would be based on avera ge per capita 
health care costs in the particular community rated market area for 1994 
trended forward at the rate national health expenditures increase. The 
target rate of growth thereafter would be CPI plus 3.0 percent for 1987, 2.5 
percent for 1988 and 2.0 percent thereafter. The initial target for 
experience rated plans would be based on each plan's actual experience 
from 1997-1999, and then will increase generally by the same target growth 
rate that applies to community rated plans. 
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B. 

Plans in a community rated area where the average premium is less than 
the target would not be subject to the assessment The health plan would 
pay half the assessment and collect the other half from providers in 
reduced reimbursements. The Secretary of TreasUI)' will have the authority 
to adjust the reference premium to reflect changes in demographic 
characteristics and health status. The tax would apply to community-rated 
plans after 1996 and to experience-rated plans after 1999. 

National Health Care Cost and Coveraee Commission. A National Health 
Care Coverage and Cost Commission will be established to monitor and 
make recommendations with respect to trends in health insurance coverage 
and costs. The Commission will consist of seven members to be appointed 
by the; President and confirmed by the Senate. 

Beginning in 1998, the Commission will issue annual repons detailing 
trends in health care coverage and costs, broken down nationally, by state, 
and by health care coverage area. 

Among other things, the Commission will repon on: 

o Demographics and employment status of the uninswed and reasons
why they a re uninsured;

o Structure of health delivery systems;

o Status of insurance market reforms;

o Development and operations of health insurance purchasing
cooperatives;

o Success of market mecharusms in expanding coverage and
controlling costs among employers and households;

o Success of high cost health insurance premium tax in controlling
costs;

o Success and adequacy of subsidy program in expanding coverage
through employers and households;

The Commission will also issue findings on the per capita cost of health 
care, including the rate of growth by type of provider, by type of payor, 
within States and.within health care coverage areas. Such findings will also 
include the exl'ccted rnte of growth in per capita health care costs. the 
causes of health ca.re cost growth, and suategies for controlling such costs. 
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Beginning on January 15, 1999, the Commission will repon each year on 
the affordability of coverage for families and employers and on the success 
of market incentives and other proVisions of lhis legislation in achieving 
cost containment. If the Commission finds that coverage is unaffordable or 
that COSl comainment efforts arc unsuccessful, it will make

recommendations for improvements. 

If the Commission finds that fewer than 35 percent of those eligible to 
enroll in the community-rated health plan are able to enroll in a plan with 
a premium at or below the target premium for the area, then the 
Commission will consider and recommend to Congress a means of 
controlling health care cost growth to the target set in this legislation or to 
an alternative target if the Commission determines that would be more 
appropriate. Congress shall con�ider such Com.mission recommendation 
under the same expedited procedures as i t  considers the Commission 
recommendation for achieving universal coverage. Consideration of such 
recommendations under such procedures will not occur more tha11 once in 
a Congress. 

3. INSURANCE MARKET REFORMS

A. Market s'21Dents and boundaries. Firms with fewer than 500 workers and
individual pl.ll'chasers (self-employe�, nonworkers, AFDC-eligibles) will be
in the community rated pool. . Firms with 500. or more workers, as well as
Taft-Hartley plans and rural cooperatives with 500 or more members, will
be permitted to self-insure or purchase experience-rated coverage.

B. Conunnoity ratlne reguirements. Community-rated plans could modify
their rates based on coverage category (e.g., single, family, etc.), geography, 

C. 

. and age (with 2:1 band for population under 65 years of age until 2002). 
Each community-rated health plan will be required to establish a single set 
of rates for the standard benefits package applicable to all community­
rated eligible individuals and groups within the community rating area. 

States draw boundaries for community rating areas. In drawing such 
boundaries, states cannot subdivide metropolitan areas and must assure 
that a community rating area contains at least 250,000 individuals. 

Guaranty t'und. States shall be required to establish guaranty funds for all 
community-rated health plans and in-state, self-insured plans based on 
federal standards. Toe Deparoneot of Labor would establish standards for 
and operate a guaranty fund for multi-state self-insured plans. 
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D. HeaJth Insurance Purchasine Cooperatives <HIPCs). The plan allows for
multiple, competing, voluntary ffiPCs. States certify IllPCs to seive state­
established community rating areas. States may certify more than one
IIlPC for each such area. IDPCs must be non-profit. States and Jocal
governments will be allowed to sponsor or establish IflPCs. If a HIPC is

. not available in a community rating area. the·Federal Employees Health
Benefits Program (FEHBP) will be required to establish or sponsor IIlPCs
in such unserved areas (see FEHBP below).

ffiPCs will be responsible for entering into agreements with plans and
employers; enrolling individuals in plam� collecting nnd distributing
premium payments; coordinating out-of-coverage with other I-UPCs; and
providing consumer information on plans' quality and cost.

IDPC.c. must accept all eligible individuals and firms; provide enrollees a
choice of at least 3 plans, including 1 Fee For Service (FFS), 1 Point of
Service (POS), and 1 HMO. Requirement of 3 plans could be waived by
Governor in rural areas, but FFS must always be available. The Secretary
of Health & Human Services will set fiduciary standards for HIPCs.

!IlPCs will be permitted to negotiate discounts with plans reflecting
economies of scale in administration and marketing.

E. Employer Responsibili�. Small employers (firms with less than 500
workers) must offer to their employees a I-llPC. They may also offer a
choice of at least three plans (including a FFS, POS, and HMO) to their
employees. These small firms could choose from among the IDPCs in
their community rating area.

F. 

In order to qualify for an employ�r premium contribution, employees will
be required to purchase health insurance through the three plans or the
HIPC chosen by their employer. If an employer chooses to offer a HIPC
that is not the FEHBP filPC in the area, that employer's employees also
could choose from the plans offered by the FEHBP HIPC and still qualify
for any employer premiwn contribution.

Large employers (finns with 500 or more workers) must offer a choice of
at least three plans (including a FFS, POS, and HMO) to their employees.
Large employers can purchase experience-rated health plans or self-insure.
Large employers can join together to form large employer purchasing
groups, but cannot join I-llPCs.

Self-insured plans. In general, self-insured plans must comply with the
above responsibilities and reforms, including employer and individual
premium contribution requirements, coverage of a comprehensive package
of benefits, guaranteed issue and renewal, and pre-existing condition limits.
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G. 

H. 

FEHBP. The Office of Personnel Management will designate a state• 
certified health insurance purchasing cooperative in each area as the 
FEHBP IDPC. If a state-cenified IDPC is not availab]e, OPM will be 
responsible for setring up a IBPC. A HIPC run by OPM would have all of 
the powers of a state-certified IBPC. 

Federal workers will select plans through their local FEHBP HIPC. 
Premiums for federal workers will be based on the current methodology 
and will not be age-adjusted. OPM will implement rules to blend 
premiums for federal workers with premiums for non-federal individuals 
over time. Federal workers and non-federal individuals will pay the same 
community-rated premium upon the phase-out of age-rating in 2002. 

Workers in firms with less than 500 workers, nonworkers, AFDC recipients, 
the self-employed can also purchase coverage from the same plans as 
federal workers through the FEHBP HIPC, but at the age-adjusted 
community rate. National employees plans ( e.g., Treaswy) will have a one 
year transition before they are opened to non-federal individuals. 

The federal government and employee and retiree representatives will 
negotiate to decide whether the federal government will offer and 
contribute towards supplemental benefits above the standard benefit 
package for federal workers. 

Risk Adjustment Risk adjustment will occur between community-rated 
health plans to account for differences in health costs that result from 
differences in their enrollees' health status, demographics, socioeconomic 
status, and other factors. Community rated health plans must also 
panicipate in a mandatory reinsurance program run by the states. 

In addition, experienced rated plans will be required to make transfers to 
the community rated plan pools to adjust for the increased costs in the 
community rated pools. 

I. F9mily Coyera�e ror Individuals up to �e 25. To further maximize
coverage, health plans must allow unmarried children to be covered under
parents' policies until they tum 25.

4. NATIONAL HEALTH PLAN STANDARDS

A. State Certl.flcation of Plans. States will certify health plans based on
t'ederal guidelines. Health plans will be subject to the following market
reforms: guarantee issue and renewal, open enrollment, limit pre•existing
condition exclusions to six month�. and exit from market rules.
Supplemental health benefits plans must be priced and sold separately
from the standard health plan.
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B. ADy•WUJln�•Provfder. The plan does not include "any-willing-provider"
provisions. The anti-discrimination provision prohibits a provider network
from discriminating against providers on the basis of their profession as
long as the state authorizes that profession to provide the covered services.
However, this provision does not require standard health plans to include
in a network any individual provider or establish any defined ratio of
different categories of health professionals.

C. Balance Billin&, Each standard health plan must have arrangements with a
sufficient number and mix of health professionals that will accept the plan>s
payment rates as full.

D. Access to Specialized Treatment Expertise. Standard health plans that use
gatekeeper or similar process must ensure that �uch a process does not
create an undue burden for enrollees with complex or chronic health
conditions. Each standard health plan must demonsuate that enrollees
have access to specialized treatment expenise.

E. UtiJizatJon Manaiement. Each standard health plan must disclose the
protocols and financial incentives which they are using to conuol utilization
and costs.

S. BENEFITS PACKAGE

A. The Benefit Pac.ka&e. There arc 16 legislatively-defined categories of
covered se.rvices in a "standard"benefits package, including:

1. Hospital services;
2. Health professional services;
3. Emergency and ambulatory medical and surgical services;
4. Clinical preventive services;
5. Mental illness and substance abuse services;
6. Family planning and services for pregnant women;
7. Hospice sexviccs;
8. Home health services;
9. F....xtended care services:

10. Ambulance services;
11. Outpatient laboratory, radiology and diagnostic services;
12. Outpatient prescription drugs;
13. Outpatient rehabilitation services;
14. Durable medical equipment, prosthetics and orthotics;
15. Vision, hearing, and dental c.are under 22 years of age;
16. Investigational treatments.
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The scope and duration of services are not specified in legislation, but will 
be defined by a National Health Benefits Board. For mental illness and 
substance abuse, the board is instructed to seek parity (same copays, 
coinsurance, deductibles). If the Board cannot initially design a benefit 
package with parity, it is pennitted to place limits, first on hospitalizations 
and subsequently on outpatient psychotherapy for adults. No copayrnent 
will be required for clinical preventive and prenatal se.IVices. 

B. Cost sharin� schedules. The value of the standard benefits package will be
equivalent to the actuarial value of the Blue Cross/Blue Shield standard
option under FEHBP. The Benefits Doard will specify three cost sharing
schedules:

o A low cost sharing scheduJe, resembling an HMO.

o A high cost sharing schedule, resembling fee-for-service.

o A combination cost sharing schedule, resembling a point-of-service
plan, in which in-network services would have lower cost sharing
schedules similar to an HMO or PPO, and out-of-network services
wouJd have higher cost sharing schedules like fee-for-service.

C. J]Ie "alternative standard" benefits packaie. Individuals will have the
option of purchasing an alternative benefits package. With a higher
deductible, this plan will be offered at a lower actuarial value than the
standard plan. While it resembles a catastrophic plan in the size of the
deductible, it differs in that it must cover all 16 categories of services. It
will not be offered through employers, and supplemental policies will not
duplicate services or pay for cost sharing below the deductible. Enrollees
selecting this plan will be included in the community rating pool. These
provisions are designed to limit the potential for risk selection.

D. National Health Benefits Board. The seven member National Health
Benefits Board Will determine the scope and duration of services and the
details of each cost sharing schedule. In addition, the Board will develop
criteria and procedures for defining medical necessity and appropriateness.
Members will be appointed by the President, with the advice and consent
of the Senate, to staggered six year terms.

E. Cost Sharin2 Subsidies. AFDC recipients enrolling in a lower or
combination cost sharing plan at or below the average premium in the area
will pay only 20 percent of the regular cost sharing schedule ( e.g., instead
of a $10 copoy, they pay only $2). If no such plan is available, they c.an get
a cost-sharing reduction in a higher cost-sharing plan ( e.g., instead of a 10
percent copay on an doctor's visit, they pay only $10).
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For people who are under 150 percent of poverty and are not receiving 
AFDC, cost sharing is only available if they cannot buy a lower or 
combination cost sharing plan. If such a plan is wiavailable, the person 
can enroll in a higher cost sharing plan and have their cost sharing reduced 
to the lower cost sharing level. 

For people under 150 percent of poverty anti not working, cost sharing is 
only available if they cannot buy a lower or combination cost sharing plan. 
If such a plan is unavailable, the person can enroll in a higher cost sharing 
plan and have their cost sharing reduced to the lower cost sharing level. 

For people under 150 percent of poverty who enroll in a plan through an 
experience-rated employer, no cost sharing is available if the person can 
enroll in any lower or combination cost sharing plan offered by their 
employer through which they eruoll. Otherwise, the person can enroll in a 
higher cost sharing plan and have their cost sharing reduced to the lower 
cost sharing level. 

6. EXPANDED BENEFITS FOR THE ELDERLY AND DISABLED

A. Lone Tenn Cm. The plan includes several new initiatives to provide long
term care services to the elderly and disabled. New programs include:

o New Home and Community Based Care Proeram. Toe plan
provides a capped federal entitlement to states to provide home and
community-based services to individuals with 3 or more deficiencies
in Activities of Daily Living (ADl.s), severe mental retardation or
severe cognitive or mental impairment regardless of age or income.
Funding over the 1995-2004 period totals $48 billion.

o Lon� Term Care Insurance Standards. Private long tenn care
insurance policies will be subject to Federal model standards to be
developed by the Secretary of HHS in consultation with the
National Association of Insurance Commissioners within one year of
enactment.

o Tax Clarification for I PD2 Term Care Insurance. Expenses for long
term care services and insurance premiums shall be treated as
medical expenses. Other tax clarifications are also included.

o Life Care Pro�am. The plan establishes a voluntary public
insurance program to cover the costs of extended nursing home
stays. Individuals will be given the option of purchasing coverage
when they reach the age 35, 45, 55, or 65. The program is self­
financed and pre-funded.
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o PACE Pro2ram. The plan expands Medicaid's Program of All­
Inclusive Care for the Elderly (PACE), increasing authorized

· demonstration sites from 15 to 40. The Secretary of HHS is
required to develop provider and service protocols.

B. Medicare Dru�. This initiative gives Medicare beneficiaries three drug
benefit options: a fee-for-service plan, a Prescription Benefits
Management (PBM) option, and an HMO option -- all effective January 1,
1999. Under this new program, beneficiaries will have an annual
deductible to be determined by the Secretary of FIBS; a 20 percent copay;
and an annual out-of-pocket limit of Sl,275 in 1999. Medicare Part B
premium would be increased by 25 percent of the cost of tl1e drug benefit -

estimated to be about $10 in 1999, with Medicare paying the remaining 75
percent.

Drug manufacturers will sign rebate agreements with HHS in exchange for
no formulary under the fee-for-service option. Drugs used as part of
HMOs or capitated drug plans and drugs for the working aged will not be
subject to rebates.

Rebates for single sowcc and innovator multiple source drugs will be 15
percent; rebates for generic drugs would be 6 percent; the Secretary could
establish a sliding scale from 2 percent to IS percent for generic drugs as
long as the effect was equal to a 6 percent. From 1999·2004, this program
will cost $94.4 biJlion.

C. Enrollment of Medicare Beneflciaries into Mana2ed Care Plans.
Individuals who become eligible for Medicare may choose to remain in
their current health plans if such plan is a Medicare Risk Contracting plan
wider section 1876 of the Social Security Act. or is eligible to become such
a risk contract. Payments will be made beginning in the first month in
which the individual is Medicare eligible. Payments under this provision
shall be the sole Medicare payment to which the beneficiary is entitled.

7. MEDICAID PROGRAM

A. Intmation of Medlcaid Recipients. (See Coverage section above) Under
this plan, the AFDC and non-cash population will be integrated into the
general health care reform program and treated like other low-income
people eligil>le for federal subsidies and enrollment in certified health
plans. States will be required to make general maintenance of effort
payments for services covered under the standard benefit package.

AFDC. Cash Medicaid recipients (AFDC) will be eligible for full 
premium subsidies as will other families with incomes less than 100 
percent of poverty; 
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B. 

C. 

D. 

E. 

Non·cash. Full premium subsidies will be available to all pregnant 
women and children up to age 19 with incomes up to 185 percent of 
poverty. 

Cost sbarine for Inteuated Medlgyd recipients. AFDC recipients in 
HMOs will pay only 20 percem of the cost sharing amount otherwise 
required. If no HMO is available, AFDC recipients will pay the cost 
sharing amow1t that would apply in an HMO, but not reduced to 20 
percent. Nonc:ash recipients will receive cost sharing subsidies like all 
other low•income individuals •· up to 150 percent of poverty. 

State and Federal Premium Payments for Inte�rated Recipients. The

federal government will pay all of the premium subsidies for integrated 
Medicaid recipients. States will pay the federal government maintenance 
of effort payments for these integrated recipients. Specifically: 

o C;ish: States will be required to pay an amount equal to: (1) the
adjusted, fiscal year 1994 per capita cost of services covered (based
upon the state's current Medicaid payment rates) under the standard

benefits package for AFDC recipients multiplied by (2) the number
of AFDC recipients receiving a subsidy in a given year.
Disproportionate Share (DSH) payments attributed to Cash
recipients are not included in the calculation of a state's per capita
cost of covered services. The per capita cost of services in fiscal
year 1994 will be adjusted for future years by the growth in _per
ca.pita national health expenditures.

o N on·cash: States will be required to make general maintenance of
effort payment for services (based upon the state's current Medic.aid
payment rates), in fiscal year 1994, covered under the standard
benefits package for non-cash recipients. St.ate DSH payments
which are attributable to the none.ash population will be included in
the calculation of general maintenance of effort payment. Such
MOE payments will increase at the same growth rate as national
health expenditures.

SSILDtsabled Medicaid Recipients. SSI/Medicaid recipients will not be 
included in the community rated market. Medicaid will be retained as a 
separate program, with current rules, for SSI and long·term recipients. 
States will have the option to pay a per capita amount for each 
SSI/Medicaid recipient (who is not enrolled in Medicare) that chooses to 
enroll in a certified health plan. States shall negotiate with certified health 
plans for rates for the SSI population that arc separate from the 
community rate. No certified plan can have more than 50 percent of its 
enrollment composed of SSI/Medicaid recipients. 

Dual Elieible Recipients. Dual eligible.._ •· persons eligible for Medicare 
and Medicaid ·· will remain under Medicaid and not be enrolled in health 
plans. 
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F. 

G. 

H. 

Non-SSJ, Non-Dual Eliifble Recipients ai:ed 18•64 yea.rs. These individuals 
will remain under Medicaid, but as the low-income subsidies phase-in ( e.g., 
100 percent to 125 percent), these recipients (currently about 2AD,OO0) shall 
be integrated and treated like other low-income individuals. 

Supplemental Sen:kes. Current Medicaid rules governing covered services 
and recipient eligibility will be retained to cover services not otherwise 
provided th.rough certified health plans. The current flexibility provided to 
States to determine the optional services and groups it will cover will also 
be retained. 

Miss;ellaneous Medic9id. In addition, the plan: 

o allows states to expand eligibility for home-based Medicaid long
term care services for single persons by increasing the asset limit

from $2,000 to $4,000 for services including personal c.are attendant
services, the Sec. 1915 waiver programs, and the frail elderly home
care option.

o eliminates the institutionalization requirement as a condition of
eligibility for habilitation services under a home and community
based waiver.

o eliminates the "cold bed" rule for home and cornmW1ity based
waiver programs.

o requires State Medicaid programs to reimburse directly for services 
by certified registered nurses and anesthetists or clinical nurse 
specialists that are authorized to practice under State law. whether 
or not they operate under the supervision of a physician or other 
health care provider. 

8. HEALTH WORKFORCE AND EDUCATION/RESEARCH

A. !zraduate Medical Education/Graduate Nurse Trainip2{Academk Health
Centers/MedlcaJ Schools

o Creation of an all-payer account. Currently, only Medicare supports
graduate medic.al education. By supplementing this with a 1.5
percent premium assessment, and allocating the total pool to
residency training programs and academic health centers, this plan
spreads medical education costs across all of the insured.
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Health professional worlcforce poijcy. This initiative consists of: (1)
phasing in primary care residency positions from 39 percent in 1998 
to 55 percent in 2001; (2) reducing the number of total residency 
positions from 134 percent of US medical school graduates in 1998 
to 110 percent in 2001; (3) creating a National Council on GME ro 
implement these policies and modify the goals beginning in 2001; 
and (4) providing transitional funding to residency programs which 
reduce their number of residency positions. 

Creation of fundine accounts. Funding by ac.counr is as follows: 

o GME Account: $27 billion over 5 years;
o AHC Account: $42 billion over 5 years;
o Medical School Account: $2 billion over 5 years;
o Graduate Nurse Training ACCOWlt: $1 billion over 5 years;
o Dental School Program: $250 million over 5 years;
o Public Health School Program: $150 million over 5 years.

B. Biome_dical and Health Sernces Research Fund

0 

0 

Creation of Biomedical and Health Services Research Fund. This 
fund is designed to supplement National Institutes for Health and 
Agency for Health Care Policy and Research funding, which is 
currently sufficient to finance only a fraction of the peer-reviewed 
grant submissions. 

Fundin� levels. The plan's premium assessment will provide 
additional funding for the NIH and AHCPR. 

9. HEALTH INFRASTRUCTURE

A. Public Hearth Servlce. To strengthen ow public health infrastructure, the
following programs receive new or additional funding:

0 

0 

0 

0 

Core Public Health. Grants to states to improve and monitor th� 
health of population. 

Health Promotion and Disease Prevention. Grants to eligible 
providers to develop anci implement innovative community-based 
strategies to provide health promotion and disease prevention 
activities. 

Mental Health and Substance Abuse. Grants to help integrate state 
l'vfrI/SA services with those provided by health plans. 

Comprehensive School Health Education. Grants to state education 
agencies to integrate comprehensive education programs in schools. 
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o Schoof-Related Health Services. Grants to develop school-based or
school linked health service sites.

o Other injtiatjves. Other initiatives include domestic violence and
womens' health; occupational safety and health; and border health
improvement.

B. ID.C_. The bill supplements existing appropriations for the supplemental
food program for women, infants and children (WIC) with $2.4 billion. in
direct appropriations which will allow the program co serve all of the
pregnant women, infants and children eligible for WIC benefits.

C. Indian Rcn.Jth Service,. The programs of the Indian Health Service are
strengthened with grants and loans to improve and expand services.
Greater flexibility allows the programs of the IHS to contract with health
plans to provide services and receive third party reimbursement.
Furthermore. IHS health programs are eligible to apply and receive
funding under the public health programs.

10. UNDERSERVED/ESSENTIAL COMMUNITY PROVIDER

A. Access to Ca.re for the Undenerved Population

o Community Health Plan and Network Deyelopmcnt. Grants and
contracts are awarded to eligible health providers to develop
community health groups to provide the standard benefit package in
health professional shortage areas or directly to medically
underserved population. Grants and contracts are also made to
expand existing health delivery sites and services, and to develop
new ones.

o Capital Development. Grants and loans are awarded for the capital
costs o! developing community health groups and expanding or
developing new health delivery sites.

o Enabline and Su12plement Services. Grants and contracts are
awarded to eligible entities to assist in providing enabling and
supplemental services to the underserved·population.

B. Essential Comnmnity Providers. Designed to ensure that vulnerable
populations enrolling in health plans have access to traditional, safety-net
providers (e.g. community health centers and AIDS providers), the
essential community provider provision requires that health plans offer a
contract or agree to pay essential community providers in their service
area.
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The plan creates two categories of essential community providers and 
requires all plans to contract with every essential community provider listed 
in Category I and one from each category listed in Cacegory n.

o Category I include Migrant HcaJth Centers, Community Health
Centers, Family planning grantees, Homeless Program Providers,
Ryan White grantees, State HIV drug programs. Black Lung Clinics,
Hemophilia Centers, Urban Indian programs STD and TB Oinic.s,
Nonprofit and public DSH hospitals, Native Hawaiian Health
Centers, School Based Health Service Centers, Public and nonprofit
mental health/substance abuse providers, Runaway homeless youth
centers and transitional living programs for homeless youth Public
and nonprofit �faternal and Child Health providers, Rural Health
Clinics, and Programs of the Indian Health Service.

o Category II providers include Medicare dependent small rural
hospitals and Children's hospitals.

In 5 years, the Seaetary will make recommendations to Congress on 
whether or not the program should continue; and if so, with what changes. 
Congress would then vote up or down on the recommendation. 

11. STATE OPTIONS

States that want to move ahead early with the implementation of Federal health 
care reforms will be allowed do so on a fast track. The bill will also allow states 
to implement a single payer system. Existing state waivers will be grnndfathered.

12. QUALIIY AND CONSUMER PROTECTION

A OuaJUy 

o National Oualit)' Council. This 15 member Council, comprised of
conswners, health plans, purchasers, States, health care providers
and quality researchers, will set national quality goals/standard� and
establish regional and State-based organizations to implement the
goals.

o Perfonnance Measures for Health Plans. The National Council will
establish perlormance measures for health plans, including measures
of access (waiting times, patient/provider ratios), conswner
satisfaction, health plan report cards for consumers and quality
improvement. The Council will conduct surveys of consumers and
develop quality reports.
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B. 

C. 

D. 

o Research in qualicy improvement. The Council will make research
recommendations to the Agency for Health Caie Policy and

Research for outcomes stucties and guideline development.

o Quality Improvement Foundations. These non-profit, non­
governmental, regional or State-based organizations will get federal
grants for quality improvement (involving health plans and
practitioners) on the local level. QIFs will look at practice
variations between health plans and different geographic regions.
They will engage practitioners in lifetime learning techniques and
provide technical assistance to health plans to develop their own
quality improvement programs.

o Consumer Information and Advocacy Centers. These State-based,
non-profit, non-govemmenLJtl organizations will disseminate

consumer report cards about health plans; open local offices to hear
grievances; and provide consumer education. A National Center for
Consumer Information and Advocacy will also be established to
train local and State-based consumer advocates.

o The National Practitioner Databank. This Bureau of Health
Professions databank will be opened for puhlic access.

Simplicity. The enonnous amounts of paperwork that insurance companies 
now generate and process wi)] be reduced through streamlined anc;i 
computerized systems. Many consumers will no longer have to submit 
claims to their insurance company, but i! they did, Lhey could use one, 
unifonn claim form. Insurance companies will be required to use a 
standard form to inform consumers of their claim status. 

Recau�e benefits will be standardized, consumers will be able, for the first 
time, to easily compare plan prices. To help consumers compare prices, 
states will be required to distribute easy-to-read and understand report 
cards on health plans. 

Consumers will also have information about the results of health care 
provided by each provider and plan in their area which can help conswners 
make informed choices when selecting providers and plans. 

Remedies and Enforcement. These provisions require health plans to give 
notice of benefit denial, reduction or termination and to establish an 
expeditious appeals process within the plan. They will create State-run 
claims review offices to provide claimams with options for alternative 
dispute resolution. State and federal judicial review are also possible. 

Fraud and Abuse. The bill creates an all•payer fraud and abuse program, 
including State-based fraud control units funded wholly from settlement 
revenues. 
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insurance will subject health insurance companies to antitrust actions. The 
bill does not include increased antitrust exclusions or safe harbors.

Malpractice Reform. Malpractice reforms include: mandatory State-based 
alternative dispute resolution; a certificate of merit requirement; a 
limitation on the amount of attorney’s contingency fees to 33 percent of the 
first $150,000; and 25 percent above that amount; and periodic payment of 
awards. Studies and demonstrations are proposed on medical negligence; 
the use of practice guidelines; and enterprise liability demonstration 

project.

Veterans Affairs

Enrollment. The Department of Veterans may offer a VA health 
plan to veterans, individuals eligible for CHAMPVA, and their 

family members.

Eligibility. All compensable, service-connected, disabled veterans, 
low-income veterans, veterans who are ex-POWs, and veterans who 
have been exposed to Agent Orange, radiation, or unknown toxins 
in the Persian Gulf, who chose a VA health plan will receive the 
standard benefits without a cost-sharing requirement.

Fiscal Matters. VA will continue to receive appropriations to its 
medical care account. VA will retain the premiums, copayments 
and deductibles it receives from higher income, nonservice- 
conncctcd veterans and dependents, the premiums VA collects from 
the sale of supplemental health plan, and payments it receives from 
other plans for the furnishing of care to other plans’ patients. It 
also will retain Medicare reimbursement for care furnished to 
higher-income, Medicare eligible veterans who have no service- 
connected disabilities, and dependents. (VA health plans will be 
considered to be Medicare HMOs).

Privacy. Consumers are assured that their individually identifiable health 
information is protected by a law which prevents inappropriate disclosures 
and punishes unlawful disclosures severely. Consumers have uniform legal 
rights to inspect, get copies, and make corrections or amendments to their 
health records. Patients have the right to restrict disclosure of specific 

health information.

Antitrust. Repeal of the McCarran Ferguson Act with respect to health
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states will be contnbuting about $232 billion tn subsidy payments o™ the 

- - - national health expenditures. Since states’ existing Medicaid costs

a new
for the elderly and the disabled.

Medicaid. The plan eliminates the acute portion

FINANCING

plan will not increase the federal deficit over the 1994-2004 period.

$278 Sn over 10 years. About $140 billion of that total would finance 

Medicare prescription drug benefit and a long term care enuflement

savings for the states.

Revenues.

Increase in excise taxes on tobacco produchi. "Hie plan will increase
the excise tax rate on small cigarettes by 45 cents per pack (fo 
total of 69 cents per pack), phased in over five years on the 
following schedule: 15 cents in 1995 and 1996, 25 cents in 1997, 35 
cents in 1998, and 45 cents in 1999 and thereafter. The excise tax 
on other currently taxable tobacco products would be increased 

proportionately.

’ i of Medicaid and instead 
provides subsidies for low income individuals to purchase health insurance 
from private plans (this new subsidy absorbs $387 billion in ten year 
Medicaid savings). In addition, the plan saves another $129 billion in 
Medicaid DSH payments by reducing the number of uninsured. Finally, 
states will be contributing about $232 billion in subsidy payments over the 
ten year period which represents their existing Medicaid costs, grown each 
year at national health expenditures. Since states’ existing Medicaid costs 
arc growing at a much higher 12 percent, this MOE represents substantial

pfan also authorizes a number of State demonstrations with respect to work 

related illnesses and injuries.

Administration Flexibility. VA health plans will have expanded 
authorities to enter into contracts and sharing agreements for the 
furnishing of services to enrollees. VA facilities not operating as 
part of a VA health plan will continue to furnish health care 

services under cunent law.

NOTE: Because of technical Budget Act requirements, certain VA 
program changes may have to be made on the floor.

yvnrkeFs Compensation. The plan creates a Commission on Worker’s 
Compensation Medical Services consisting of 15 members charged to 
consider a number of issues related to the relationship between health 
plans and workers compensation medical services. The Commission will 
report to the President, as well as the House Eduction and Labor and 
Senate Labor and Human Resources Committees by October 1, 2000. The
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Cafeteria plans. The proposal will eliminate the exclusion for 
employer-provided accident or health benefits provided through a 
cafeteria plan or flexible spending arrangement, effective on and 

Premium assessment. The proposal will impose a 1.75 percent 
assessment on health care premiums. The net revenues derived

from the Finance Committee bill.

Additional Medicare Part B premiums for high-income 

individuals.

Increase excise tax on certain handgun ammunition.

Modification to self-employment tax treatment of certain S 
corporation shareholders and partners.

Extending Medicare coverage of, and application of hospital 
insurance tax to, all state and local government employees.

Modify exclusion for employer-provided health care.

Repeal of volume cap for 501(c)(3) bonds.

Self-employed deduction.

The 25-percent deduction for health insurance expenses of 
self-employed individuals will be reinstated and extended for 
taxable years beginning after December 31, 1993, and before 
January 1, 1996. Beginning January 1, 1996, self-employed 
individuals who are not eligible for employer-subsidized 
health coverage will be entitled to deduct up to 50 percent of 
the cost of the sumdard benefits package. In the case of a 
self-employed individual with at least one full-time employee 
who has been employed for at least 6 months, the 50-percent 
deduction will be reduced based on the contributions the self­
employed individual makes with respect to coverage of the 

individual’s employees.

after January 1, 1997, with a delayed effective date for collectively 

bargained plans.

Finance Committee provisions. The following provisions are taken

ftom^the imposition of this premium assessment would be used to 
fund the Graduate Medical Education and Academic Health

Fund. The assessment would be effective after December 31,

High cost premium assessment- As discussed earlier, a 25 percent 
assessment would be placed on health plans to the extent they 
exceed the target rate of growth.
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Tax treatment of organizations providing health care services 
and related organizations.

Increase in penalties for failure to file correct information 
returns with respect to non-employees.

Disclosure of taxpayer return information for administration 
of health subsidy programs.

Tax treatment of accelerated death benefits under life 

insurance contracts.

Tax treatment of voluntary employer health care 
contributions.

The bill’s fail safe guards against future unanticipated deficit increases due to this 
legislation. After enactment, OMB will publish an initial health care baseline 
including its most up-to-date estimate of the net outlays and revenues from the 
health reform bill, as well as all Medicare and Medicaid spending. Starting with 
fiscal year 1997, the President’s budget will include an updated version of the 
initial health baseline. If the updated baseline (excluding non-health-reform- 
related differences) exceeds the initial baseline, reform spending (with the 
exception of the subsidies for pregnant women and children) would be cut back to 
eliminate the overage. Changes made by the sequester order would not be 
permanent, and the sequester would be suspended during a recession.

Tax credit for the cost of personal assistance services 
required by individuals.

Nonrefundable credit for certain primary health services 
providers.

Expensing of medical equipment used in health professional 
shortage areas.

In addition, reserves for long-term care insurance contracts 
that constitute noncancellable accident and health insurance 
generally will be determined in accordance with the reserve 
method prescribed by the National Association of Insurance 
Commissioners (NAIC).
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August 9, 1994

in Y,

Enclosures 

Robert D. Reischauer

Robert D. Reischauer
Director

Honorable George Mitchell
Majority Leader
United States Senate 
Washington, D.C.

Congressional Budget Office

U.S. Congress
Washington, DC 20515

cc: Honorable Robert Dole, Republican Leader

Dear Mr. Leader:

Enclosed are estimates of the budgetary and other effects of 
your health reform proposal. They were prepared by the
Congressional Budget Office and the Joint Committee on Taxation 
based on the text of S. 2357 as printed on August 3, 1994, and on 
subsequent revisions specified by your staff. Because we have 
not reviewed all of the final legislative language of the bill 
you have introduced today, these estimates must be regarded as 

preliminary.

Tables 1 and 2 of the attachment provide the federal 
budgetary effects of your proposal without the employer and 
individual mandates in effect and with the mandates in effect. 
Tables 3 and 4 contain estimates of the effect of your proposal 
on state and local budgets. Table 5 provides estimates of the 
change in health insurance coverage that would occur under your 
proposal; Table 6 shows its impact on national health 

expenditures.

The Congressional Budget Office is completing an analysis 
that briefly describes your proposal and discusses certain 
aspects of it. We plan to have that report available later in 

the day.



TABLE 1. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITHOUT MANDATE IN EFFECT 

(By fiscal year, in billions of dollars) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

MANDATORY OUTLAYS 

�jgjg 
1 Discontinued Coverage of Acute Care 0 0 -23.8 -35.6 -39.7 -44.4 -49.6 -55.2 -61.2 -67.6 
2 State Maintenance-of-Effort Payments 0 0 -10.5 -26.5 -28.7 -31.1 -33.6 -36.3 -39.3 -42.4 

3 Disproportionate Share Hospital Payments 0 0 -8.0 -13.4 -14.8 -15.6 -16.8 -20.7 -22.9 -25.2
4 Increase Asset Disregard to $4000 for Home and 

Community Based Services II D :, D • • • 0.1 0.1 0.1
5 Offset to Medicare Prescription Drug Program 0 0 0 0 -0.7 -1.5 -1.6 -1.9 -2.1 -2.3
6 Administrative Savings 0 0 -0.3 -0.5 -0.5 -0.6 -0.7 -0.8 -0.8 -0.9

Total - Medicaid ;i a -51.4 -76.0 -84.4 -9�
.,
2 ,;,:,,;_1,04.3;,-, :. r .. -�J 1,4._a -126.2 -138.3

Medi�i!'!l 
7 Part A Reductions 

Inpatient PPS Updates 0 0 -0.3 -1.6 -3.4 -5.6 -8.0 -10.7 -13.8 -17.4
Capital Reductions 0 -0.8 -1.0 -1.2 -1.6 -2.1 -2.2 -2.4 -2.7 -2.9
Disproportionate Share Hospital Reductions 0 0 -1.7 -2.1 -2.3 -2.5 -2.8 -3.1 -3.4 -3.7
Skiffed Nursing Facmty Limits 0 -0.1 -0.1 -0.2 -0.2 -0.2 -0.2 -0.2 -0.3 -0.3
Long Term Care Hospitals a a -0.1 -0.1 -0.1 -0.2 -0.2 -0.3 -0.3 -0.4
Medicare Dependent Hospitals a 0.1 0.1 0.1 • • 0 0 0 0
Sole Community Hospitals a a a a • • • • • • 

Part A Interactions 0 0 0.1 0.2 0.4 0.6 0.7 0.9 1.1 1.3
8 Essential Access Community Hospitals 

Medical Assistance Facility Payments 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Rural Primary Care Hospitals (RPCH) Pmts 0.1 0.1 0.1 0.1 0.1 0.2 0.2 0.2 0.2 0.2

9 Part 8 Reductions 
Updates for Physician Services -0.4 -0.6 -0.6 -0.7 -0.8 -0.8 -0.9 -1.0 -1.0 -1.1
Real GOP for Volume and Intensity 0 0 -0.3 -0.8 -1.6 -2.5 -3.3 -4.2 ·-5.3 -6.6
Eliminate Formula Driven Overpayments -0.0 -1.0 -1.3 -1.8 -2.3 -3.2 -4.2 -5.5 -7.1 -9.1
Competitive Bid for Part B D -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.2 -0.2 -0.2
Competitive Bid for Clinical Lab Services • -0.2 -0.3 -0.3 -0.3 -0.4 -0.4 -0.5 -0.5 -0.6
Elimination of Balance Billing 0 0.1 0.2 0.2 0.2 0.2 0.3 0.3 0.3 0.3
Laboratory Coinsurance -0.7 -1. 1 -1.3 -1.4 -1.6 -1.8 -2.0 -2.3 -2.6 -2.9
Correct MVPS Upward Bias 0 0 0 0 -0.2 -0.6 -1.4 -2.6 -3.9 -5.5
Eye & Eye/Ear Specialty Hospitals a a a 0 0 0 0 0 0 0
Nurse PracUPhys Asst Direct Payment 0 0 0.1 0.2 0.3 0.3 0.4 0.5 0.6 0.7
High Cost Hospitals 0 0 0 -0.5 -0.8 -0.8 -0.8 -0.9 -1.0 -1.0
Durable Medical Equipment Price Reduction a 0 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.2 -0.2
Permanent Extension or 25% Part B Premium 0 0.6 0.9 1.4 0.6 -1.0 -2.8 -5.0 -7.7 -9.8

Continued 



TABLE 1. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITHOUT MANDATE IN EFFECT 

(Bl fiscal rear, in billions of dollars) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

10 Parts A and B Reductions 
Home Health Copayments (20%) -0,7 -3.4 -4.2 -4.6 -5.0 -5.5 -5.9 -6.4 -7.0 -7.6
Medicare Secondary Payer 0 0 0 0 -1.2 -1.8 -1.9 -2.0 -2.2 -2.3
Home Health Limits 0 0 -0.3 -0.6 -0.7 -0.7 -0.8 -0.9 -1.0 -1.0
Expand Centers or Excellence 0 -0.1 -0 .. 1 -0.1 -0.1 -0.1 II • 0 0
Extend ESRD Secondary Payer to 24 Months -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.2 -0.2

11 Medicare Outpatient Prescription Drug Benefit 0 0 0 0 6.2 14.4 15.7 17.5 19.7 21.5
Total - Medicare -2.4 -6.6 -10.2 -14.1 -14.7 -14.3 .,_,-21.1>> ".''·,:.�28.9 '.:.·.' -38, 1 -48.4

�1.1bsi!;!ic� 
12 Persons between 0-200% or Poverty 0 0 66.7 95.4 105.3 116.8 129.3 142.7 157.3 172.3 
13 Pregnant Women and Kids 0-300% or Poverty - - - - - - - - - - Included in Une 12 - - - - - - - - - -
14 Temporarily Unemployed 0 0 0.0 5.0 7.1 7.7 8.3 9.0 9.8 10.6 
15 Enrollment Outreach 0 0 1.3 3.3 5.2 6.9 8.4 9.9 10.8 11.3 

Total - Subsidies 0 0 60,.0 103.7 117.6 131.3 • •❖= .)46.1: ; :.' 161.6 177_.9 194.3 

Other Health ProoL2ID..� 
16 Vulnerable Hospital Payments 0 0 0 2.5 2.5 2.5 2.5 2.5 2.5 2.5 

17 Veterans' Programs 0 0 -1.4 -1.4 -1.7 -1.8 -1.9 -2.0 -2.0 -2.1
18 Home and Community Based Care ($48 bil. cap) 0 0 0 1.8 2.9 3.6 5.0 7.9 11.4 15.4 

19 Life Care 0 0 -0.6 -1.1 -1.1 -0.3 -0.3 -0.3 -0.3 -0.3
20 Academic Health Centers 0 0 4.7 7.0 8.0 9.1 10.3 11.0 11.5 12.1
21 Graduate Medical and Nursing Education 0 0 :t6 3.9 5.8 6.4 6.6 6,8 7.2 7.5
22 Medicare Transfer• Direct Medical Education 0 0 -'1.6 -2.4 -2.5 -2.6 -2.8 -2.9 -3.1 -3.3
23 Medicare Transfer - Indirect Medical Education 0 0 -:3.4 -4.9 -5.4 -5.9 -6.5 -7.2 -7.9 -8.7
24 Public Health Schools; Dental Schools 0 0 IJ.1 0.1 0.1 0.1 0.1 0, 1 0.1 0.1
25 Women, Infants and Children 0 0.3 0.5 0.5 0.5 0.5 • 0 0 0
26 Administration of Enrollment Outreach 0 0 10.4 0.7 0.9 1.0 1.1 1.3 1.4 1.4

Total - Other Health Programs 0 0.3 ·1_3· 6.7 10.0 1,2.s··;\S::l?i'{tMVli:VEtJ:�:@&\Ji:/='·�9.aJ'=t::: 24'.6 

Public Health Initiative 
27 Biomedical and Behavioral Research Trust Fund 0 0 0.9 1.4 1.5 1.6 1.7 1.9 2.1 2.2 

28 Health Professions 0 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.0 0.0 
29 Core Public Health 0 0.1 0.3 0.3 0.4 0.4 0.3 0.2 0.1 0.1 
30 Prevention 0 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.0 0.0 
31 Capacity Building and Capital 0 0.3 0.5 0.5 0.4 0.2 0.1 0.1 0.0 0.0 

Continued 



TABLE 1. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITHOUT MANDATE IN EFFECT 

(By fiscal year. in billions of dollars) 

32 OSHA and Workforce 
33 Supplemental Services 
34 Enabling Services 
35 National Health Service Corps (NHSC) 
36 Mental Health & Substance Abuse (CMMH&SA) 
37 School Clinics 
38 Indian Health Service 

Total - Public Health Initiatives 

39 Social Security Benefits 

MANDATORY OUTLAY CHANGES 

DISCRETIONARY OUTLAYS 

Health Programs 
40 Veterans' Programs 
41 Indian Health Supplementary Services 
42 Misc. Public Health Service Grants 

Total Health Programs 

Administrative E.w� 
43 Administrative Costs 
44 Costs lo Administer tho Mandate 
45 Planning and Start-Up Grants 

Total Studies, Administrative Expehses 

.$Jyg�...J3�-s�hJ...Q.��trations 
46 EACH/MAF/Rural Transition Demonstrations 

Total Studies, Research, & Oemonstratlons 

DISCRETIONARY OUTLAY CHANGES 

I TOTAL OUTL
A

Y CHANGES 

1995 

0 

0 

0 

0 

0 

0 

0 

0 

0 

-2.4

1.2 

0.7 

a 

1.9 

0.5 

0 

0.1 

0.6 

a 

• 

2.5 

0.1 

1996 1997 1998 

0.3 0.4 0.3 

0.1 0.2 0.2 

0.1 0.2 0.3 

0.1 0.1 0.2 

0.1 0. 1 0.1 

0.1 0.2 0.3 
0.1 0. 1 0.1 

1.4 3.2 3.9 

0 0.2 0.5 

--1.9 11 .. 1 24.7 

0.6 -2.9 -4.8

1.2 1.5 1.6

a Oi.1 0.1

1.0 -1.4 -3.1'

0.9 1.0 1.0 

0 0 0 

0.4 0.6 0.3 

1.3 1.6 1.3 

0.1 0.1 0.1 

0.1 0.1 0.1 

3.2 10,J -1.7

-1.6 11.4 22.9 

1999 

0.3 

0.2 

0.3 

0.2 

0.1 

0.4 

0.1 

4.0 

0.9 

33.4 

-4.9

1.6

0.1

·3.3

1.0 

0 

0 

1.0 

• 

• 

-2.3

31.1 

2000 2001 2002 2003 2004 

0.2 0.2 0.1 0.1 0.1 

0.2 0.1 0.1 0.1 0.0 

0.3 0.2 0.2 0.1 0.1 

0.2 0.1 0.1 0.1 0.0 

0.1 0.1 0.0 0.0 0.0 

0.4 0.3 0.2 0.1 0.1 
0.1 0.1 0.1 0.1 0.1 
3,9' 'v;;. 3.5·., .• ►• ·, 3.0 2.8 2.9 

0.9 0.9 0.9 0.8 0.8 

41.J 39.2 39.0 37.9 35.9 ! 

-5.1 -5.2 -5.4 -5.6 -5.8

1.6 1.6 1.6 1.7 1.7

Q1 Q1 Q1 Q1 Q1 

:3J}:!Y'-Vtm;�3· .. 9Jt1'}:\7:�-7 nJNf.\\3.9 · .-:::·' ><, -4.1 ·

1.0 

2.0 

0 

i.,o· 

1.1 

2.0 

0 

1.1 

0 
0 

1.1 

0 

0 

1.2 
0 

0 

• • • • • 

:�:i\�j�J!filttt.t:.t�-�,1¥.�J');f:JJf 1.·!. �11IJ;� .;Jit�, :·:; ,:t?i; ::.'. �: • 
--0.4 --0.5 -2.8 -2.8 -2.9 ! 

40.9 38.7 36.3 35.1 ,, .. I 
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TABLE 1. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITHOUT MANDATE IN EFFECT 

(By fiscal year, in billions of dollars) 

RECEIPTS 

47 Increase in Tobacco Tax 
48 1.75% Excise Tax on Private Health Ins Premiums 
49 Addi Medicare Part B Premiums for High-

Income Individuals ($80,000/$100,000) 
50 Increase Excise Tax on Hollow-Point Bullets 
51 Include Certain Service-Related Income in SECN 

Exel Certain lnven-Related Income from SECA 
a) General Fund Effect
b) OASDI Effect

52 Ex1end Medicare Coverage & HI Tax to All State 
and Local Government Employees 

53 Impose Excise Tax with Respect to Plans 
Failing to Satisfy Voluntary Contribution Rules 

54 Provide that Health Benerils Cannot be Provided 
thru a Cafeteria Plan/Flex Spend Arrangements 

55 Ex1end/lncrease 25% Deduction for Health 
Insurance Costs of Self-Employed Individuals 

56 Limit on Prepayment or Medical Premiums 
57 Non-Profit Health Care Orgns/Taxable Orgns 

Providing Health Ins & Prepd Health Care Svcs 
58 Trmt of Certain Ins Companies Under Sect 833 
59 Grant Tax Exempt Status to State Ins Risk Pools 
60 Remove $150 Million Bond Cap on Non-Hospital 

501 (c)(3) Bonds 
61 Qualified Long-Term Care Benefits Treated as 

Medical Care; Clarify Tax Treatment or Long-
Term Care Insurance and Services 

62 Tax Treatment or Accelerated Death Benefits 
Under Life Insurance Contracts 

63 Increase in Reporting Penalties for Nonemployees 

1995 1996 

0.7 2.7 
0 3.5 

0 0 

0 -0.1
0 0.1

0 1.G

0 a 

0 0.5 

-0.5 -0.6 

0 0 
a a 

a a 

0 • 

a • 

0 a 

1997 1998 1999 2000 2001 2002 

4.5 6.1 7.6 7.4 7.1 6.9 
6.1 7.1 7.7 8.4 9.1 9.9 

2.0 2.0 2.8 3.5 4.4 5.5 

- - - - - - - - - - Negligible Revenue Loss - - - - - - - - - -

-0.1 -0.1 -0.1 -0.1 -0.1 -0.1
0.2 0.2 0.2 0.3 0.3 0.3

1.G 1.5 1.5 1.4 1.4 1.3 

a a • • • • 

2.5 3.9 4.6 5.6 6.3 7.0 

-1.2 -1.3 -1.4 -1.5 -1.6 -1.8 
- - - - - - - - - - Negligible Revenue Gain - - - - - - • - - -

- - - - - - - - - - Negligible Revenue Effect - - - • - • - - - •

0.1 0.1 0.1 0.1 0.1 0.1 

0 0 0 0 0 0 

a -0. 1 -0.1 -0.1 -0.1 -0.2 

-0.2 -0.3 -0.2 -0.3 -0.3 -0.3

-0.1 -0.1 -0.1 -0.1 -0.1 -0.1
a II • • • • 

2003 2004 

6.8 6.7 

10.8 11.7 

6.9 8.7 

-0.1 -0.1
0.3 0.3

1.2 1.2 

• • 

7.7 8.5 

-2.0 -2.1

0.1 0.1 
0 0 

-0.2 -0.2

-0.4 -0.4

-0.1 -0.1 
• • 

Continued 



TABLE 1. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITHOUT MANDATE IN EFFECT 

{By fiscal year, in billions or dollars) 

64 Post-Retirement MedicaVUfc Insurance Reserves 
65 Tax Credit ror Practitioners in Underserved Areas 
66 Increase Expensing Limit for Certain Med Equip 
67 Tax Credit ror Cost or Personal Assistance Svcs 

Required by Employed Individuals 
68 Disclosure or Return Information to State Agencies 
69 Impose Premium Tax with Respect to Certain 

High Cost Plans 
70 Limit Exclusion ror Employer-Paid Health Benefits 
71 Indirect Tax Errects or Changes in Tax Treatment 

of Employer & Household Health Ins Spending 

TOTAL RECEIPT CHANGES 

DEFICIT 

MANDATORY CHANGES 

CUMULATIVE MANDATORY TOTAL 

TOTAL CHANGES 

CUMULATIVE DEFICIT EFFECT 

1995 

a 

a 

0 

0 
0 

0 

0.1 

-2.5

-2.5

-0 

-0 

SOURCES: Congressional Budget Office; Joint Committee on Taxation 

NOTES: 

1996 

-0.1
a 

a 

0 

0 

-0.5

7.1 

-12.0

-14.5

�-1 

�.8 

1997 1998 1999 2000 2001 2002 

• • • • - - - - - - Negligible Revenue Effect - - - - - - - - - -
-0.2 -0.2 -0.2 -0,2 -0.1 • 

a a a II a • 

-0.1 -0.1 -0.1 --0.1 -0.1 -0.2
• - • - • • • • • - No Revenue Errect - - - - - • - - • -

0.9 2.2 3.3 6.1 9.5 12.5 

0 0 0 0 0 0 

-0.3 -0.7 -1.3 -2.0 -2.4 -3.0

15.7 20.2 24.5 28.3 33 ... 37.8 

-4.6 ... 5 8.9 13.0 6.8 1.2 

-19.2 -14.7 -5.8 7.2 13.0 14.1 

-4.3 2.7 6.6 12.6 5.3 -1.5

-13.1 -10.3 -3.7 8.9 14.2 12.7 

2003 

• 

• 

-0.2

16.0 

0 

-3.3 

.. 3.6 

-6.6 

8.6 

-8.4 

4.4 

The figures in this table include changes in authorizations of appropriations and in Social Security that would not be counted for pay-as-you-go scoring under the Budget 
Enforcement Act of 1990. 

Provisions with no cost have been excluded from this table. 

a. Less than $50 million.

2004 

• 

• 

-0.2

19.9 
0.9 

-3.7

51.2 I 

-15.3

.fJ.7

-18.2

-13.8



TABLE 2. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITH MANDATE IN EFFECT 

(By fiscal rear. in billions of dollars) 

1995 1996 1997 1990 1999 2000 2001 2002 2003 2004 

MANDATORY OUTLAYS 

Mi:s!i,�ig 
1 Discontinued Coverage of Acute Care 0 0 -23.8 -35.6 -39.7 -44.4 -49.6 -55.2 -61.2 -67.6 
2 State Maintenance-of-Effort Payments 0 0 -18.5 -26.5 -28.7 -31.1 -33.6 -36.3 -39.3 -42.4 

3 Disproportionate Share Hospital Payments 0 0 -0.0 -13.4 -14.8 -15.6 -18.8 -20.7 -22.9 -25.2
4 Increase Asset Disregard to $4000 for Home and

Community Based Services a a a • • • • 0.1 0.1 0.1
5 Offset to Medicare Prescription Drug Program 0 0 0.0 0.0 -0.7 -1.5 -1.6 -1.9 -2.1 -2.3
6 Administrative Savings 0 0 -0.3 -0.5 -0.5 -0.6 -0.7 -0.8 -0.8 -0.9

Total• Medicaid 3 0 -51.4 -76.0 -04.4 -93.�,':: \ ·104.3 -11.4.8':'x · •·126.2 "-138.3 

.M.QS1kirJ1 
7 Part A Reductions 

Inpatient PPS Updates 0 0 -0.3 -1.6 -3.4 -5.6 -8.0 -10.7 -13.8 -17.4
Capital Reductions 0 -0.0 -1.0 -1.2 -1.6 -2.1 -2.2 -2.4 -2.7 -2.9
Disproportionate Share Hospital Reductions 0 0 -1.7 -2.1 -2.3 -2.5 -2.8 -3.1 -3.4 -3.7
Skilled Nursing Facility Limits 0 -0.1 -0.1 -0.2 -0.2 -0.2 -0.2 -0.2 -0.3 -0.3 
Long Term Care Hospitals a 3 -0.1 -0.1 -0.1 -0.2 -0.2 -0.3 -0.3 -0.4

Medicare Dependent Hospitals a 0.1 0.1 0.1 I • 0 0 0 0
Solo Community Hospitals a • • I • • • • • • 

Part A Interactions a a 0.1 0.2 0.4 0.6 0.7 0.9 1.1 1.3
8 Essential Access Community Hospitals 

Medical Assistance Facility Payments 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Rural Primary Care Hospitals (RPCH) Pmts 0.1 0.1 0.1 0.1 0.1 0.2 0.2 0.2 0.2 0.2

9 Part B Reductions 
Updates for Physician Services -0.4 -0.6 -0.6 -0.7 -0.8 -0.8 -0.9 -1.0 -1.0 -1.1
Real GDP for Volume and Intensity 0 0.0 -0.3 -0.0 -1.6 -2.5 -3.3 -4.2 -5.3 -6.6 
Eliminate Formula Driven Overpayments -0.8 -1.0 -1.3 -1.8 -2.3 -3.2 -4.2 -5.5 -7.1 -9.1
Competitive Bid for Part B • -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.2 -0.2 -0.2
Competitive Bid for Clinical Lab Services a -0.2 -0.3 -0.3 -0.3 -0.4 -0.4 -0.5 -0.5 -0.6
Elimination of Balance Billing 0 0.1 0.2 0.2 0.2 0.2 0.3 0.3 0.3 0.3
Laboratory Coinsurance -0.7 -1.1 -1.3 -1.4 -1.6 -1.8 -2.0 -2.3 -2.6 -2.9

Correct MVPS Upward Bias 0 0 0 0 -0.2 -0.6 -1.4 -2.6 -3.9 -5.5

Eye & Eye/Ear Specialty Hospitals • I I 0 0 0 0 0 0 0
Nurse PracVPhys Asst Direct Payment 0 0 0.1 0.2 0.3 0.3 0.4 0.5 0.6 0.7 
High Cost Hospitals 0 0 0 -0.5 -0.8 -0.8 -0.8 -0.9 -1.0 -1.0
Durable Medical Equipment Price Reduction a a -0. 1 -0.1 -0.1 -0. 1 -0.1 -0.1 -0.2 -0.2
Permanent Extension or 25% Part B Premium 0 0.6 0.9 1.4 0.6 -1.0 -2.8 -5.0 -7.7 -9.8

Continued 



TABLE 2. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITH MANDATE IN EFFECT 

(Bl fiscal tear. in billions of dollars) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

10 Parts A and B Reductions 
Home Health Copayments (20%) .o.7 -3.4 -4.2 -4.6 -5.0 -5.5 -5.9 -6.4 -7.0 -7.6
Medicare Secondary Payer 0 0 0 0 -1.2 -1.8 -1.9 -2.0 -2.2 -2.3
Home Health Limits 0 0 -0.3 -0.6 -0.7 --0.7 -0.8 --0.9 -1.0 -1.0
Expand Centers of Excellence 0 -0.1 -0.1 -0.1 -0.1 -0.1 • • 0 0
Extend ESRD Secondary Payer to 24 Months -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.2 -0.2

11 Medicare Outpatient Prescription Drug 0enefit 0 0 0 0 6.2 14.4 15.7 17.5 19.7 21.5
Total - Medicare -2.4 -6.6 -10.2 -14.1 -14.7 -14.3 •21,J:\v' -28.9 -38.1 -48.4 

_$ub�ldic� 
12 Persons between 0-200% of Poverty before Mandate 0 0 GG.7 95.4 105.3 116.8 129.3 33.1 0 0 
13 Persons between 0-200% or Poverty after Mandate 0 0 0 0 0 0 0 96.1 137.2 149.6 
14 Pregnant Women and Kids 0-300% of Poverty - - - - - • - - - - Included in Linc 12 - • - - - - • - • • 
15 Temporarily Unemployed 0 0 0.0 5.0 7.1 7.7 8.3 12.5 14.7 15.9 
16 Enrollment Outreach 0 0 1.3 3.3 5.2 6.9 8.4 2.5 0 0 

Tot.ii - Subsidies 0 0 60.0 103.7 117.6 131.3·:'/ 1,;'16.1jr,·· 144.2 .,151.9 165.5 

Other Health Progr™ 
17 Vulnerable Hospital Payments 0 0 0 2.5 2.5 2.5 2.5 2.5 2.5 2.5 

18 Veterans' Programs 0 0 -1.4 -1.4 -1.7 -1.8 -1.9 -2.0 -2.0 -2.1
19 Home and Community Based Care 0 0 0 1.0 2.9 3.6 5.0 7.9 11.4 15.4 

20 Life Care 0 0 -0.6 -1.1 -1., -0.3 -0.3 -0.3 -0.3 -0.3
21 Academic Health Centers 0 0 4.7 7.0 8.0 9.1 10.3 11.0 11.5 12.1
22 Graduate Medical and Nursing Education 0 0 2.6 3.9 5.8 6.4 6.6 6.8 7.2 7.5 

23 Medicare Transfer - Direct Medical Education 0 0 -1.6 -2.4 -2.5 -2.6 -2.8 -2.9 -3.1 -3.3
24 Medicare Transfer - Indirect Medical Education 0 0 -3.4 -4.9 -5.4 -5.9 -6.5 -7.2 -7.9 -8.7

25 Public Health Schools; Dental Schools 0 0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
26 Women, Infants and Ch�dren 0 0.3 0.5 0.5 0.5 0.5 • 0 0 0 
27 Administration or Enrollment Outreach 0 0 0.4 0.7 0.9 1.0 1.1 1.3 1.4 1.◄

Total - Other Health Programs 0 0.3 · 1.3 · 6.7 10.0 · 1.2'.6}'.Jt&t\:.i 4J.:JtsW:\.:fit2 '.::�{)\rt�o:�\:',:x. tf 24.6

Public Health Initiative 
28 Biomedical and Behavioral Research Trust Fund 0 0 0.9 1.3 1.5 1.6 1.7 2.0 2.2 2.4 

29 Health Professions 0 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.0 0.0 

30 Core Public Health 0 0.1 0.3 0.3 0.4 0.4 0.3 0.2 0.1 0.1 

31 Prevention 0 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.0 0.0 

Continued 



TABLE 2. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 
WITH MANDATE IN EFFECT 

(By fiscal year. in billions or dollars) 

32 Capacity Building and Capital 
33 OSHA and Workforce 
34 Supplemental Services 
35 Enabling Services 
36 National Health Service Corps (NHSC) 
37 Mental Health & Substance Abuse (CMMH&SA) 
38 School Clinics 
39 Indian Health Service 

Total - Public Health Initiatives 

40 Social Security Benefits 

MANDATORY OUTLAY CHANGES 

DISCRETIONARY OUTLAYS 

Health Programs 
41 Veterans' Programs 
42 Indian Health Supplementary Services 
43 Misc. Public Health Service Grants 

· Total.Health Programs

Administralli'.e_E�� 
44 Administrative Costs 
45 Costs to Administer the Mandate 
46 Planning and Start-Up Grants 

Total Studies, Administrative· Expcn��s . 

fill!Q�J;�emonstrations. � 
47 EACH/MAF/Rural Transition Demonstrations 

Total Studies, Research, Demonstrations, Other 

DISCRETIONARY OUTLAY CHANGES 

TOTAL OUTLAY CHANGES 

1995 

0 
0 
a 

0 
0 
a 

" 

0 
4 

0 

-2.4 

1.2 
0.7 

a 

1.9 

0.5 
0 

0.1 
0.6 

a 

a ,. 

2.5 

0.1 

1996 1997 

0.3 0.5 
0,3 0.4 
0.1 0.2 
0.1 0.2 
0.1 0.1 
0.1 0.1 
0.1 0.2 
0.1 0.1 
1.4 3.2 

0 0.2 

-4.9 11.0 

0.6 -2.9
1.2 1.5 

a 0.1 
1.8 -1.4.

0.9 1.0 
0 0 

0.4 0.6 
1'.3 .1 . . 6 

0.1 0.1 
0.1 ··o:�t\J:>

3.2 0.3

-1.6 11.4 

1998 

0.5 
0.3 
0.2 
0.3 
0.2 
0.1 
0.3 
0.1 
3.9 

0.5 

24.7 

-4.8
1.6
0.1 

-3.1 

1.0 
0 

0.3 
.1.3 

0.1 
,0.1 

-1.7

22.9 

1999 

0.4 
0.3 
0.2 
0.3 
0.2 
0.1 
0.4 
0.1 
4.0 

0.9 

33.4 

-4.9
1.6
0.1

-3.3 ·.

2000 2001 2002 2003 2004 

0.2 0.1 0.1 0.0 0.0 
0.2 0.2 0.1 0.1 0.1 
0.2 0.1 0.1 0.1 0.0 
0.3 0.2 0.2 0.1 0.1 
0.2 0.1 0.1 0.1 0.0 
0.1 0.1 0.0 0.0 0.0 
0.4 0.3 0.2 0.1 0.1 
0.1 0.1 0.1 0.1 0.1 

··:-3'.9_'\� 
.. · ···3_5 ·, ·-··+,:;-3.\/,,: ,3.0 3.0 

0.9 0.9 0.9 0.8 0.8 

41.3 39.2 21.7 12.1 1.2 I 

-5.1 -5.2 -5.4 -5.6 -5.8
1.6 1.6 1.6 1. 7 1. 7
0.1 0.1 0.1 0.1 0.1 

'.:·,�3,._{·t:Ltf.{':i\f.3.;?.Jfaffi$i3J$':')\Lf·:-:3:9 <,. .. · -4.1

1.0 1.0 1.1 1.1 1.1 1.2 
0 2.0 2.0 2.0 2.0 2.0 
0 0 0 0 0 0 

..... · 1._o ·,,.,., :: :::ff1.3iQ}iK/ii.f.i1�Jk11{FJJP;15¥£X\\3.;.1Ii,:::·,'.'· ·.·· 3.2

8 ■ ■ I I I 
· · , :. ·, : · •> :.: \&'il½lif:1:W.J#Nriii/Wi'f.J&ftit'f1m\'.;;g:fLft::'.f \' / • ..

-2.3 ..-0.4 ..-0.5 ..-0.6 ..-0.6 ..-0.9 I 

31.1 40.9 38.7 21.1 11.3 6.3 

Continued 



TABLE 2. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITH MANDATE IN EFFECT 

(Bl fiscal lear, in billions of dollars) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

RECEIPTS 

48 Increase in Tobacco Tax 0.7 2.7 4.5 6.1 7.6 7.4 7.1 6.9 6.8 6.7 
49 1.75% Excise Tax on Private Health Ins Premiums 0 3.5 6.1 7.1 7.7 8.4 9.1 10.4 11.5 12.4 

50 Addi Medicare Part B Premiums ror High-
Income Individuals ($00,000/S 100,000) 0 0 2.0 2.0 2.8 3.5 4.4 5.5 6.9 8.7 

51 Increase Excise Tax on Hollow-Point Bullets - - - - - - - - - - Negligible Revenue Loss - - - - - - - - - -
52 Include Certain Service-Related Income in SECA/ 

Exel Certain lnven-Related Income rrom SECA 
a) General Fund Effect 0 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1
b) OASDI Effect 0 0.1 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.3

53 Extend Medicare Coverage & HI Tax to All State 
and Local Government Employees 0 1.6 1.6 1.5 1.5 1.4 1.4 1.3 1.2 1.2 

54 Impose Excise Tax with Respect lo Plans 
Failing lo Satisfy Voluntary Contribution Rules 0 a a a a a a • a • 

55 Provide that Health Benefits Cannot be Provided 
thru a Cafeteria Plan/Flex Spend Arrangements 0 0.5 2.5 3.9 4.6 5.6 6.3 8.2 9.5 10.5 

56 E.xtend/lncrease 25% Deduction ror Health 
Insurance Costs of Self-Employed Individuals -0.5 -0.6 -1.2 -1.3 -1.4 -1.5 -1.6 -1.8 -2.0 -2.0

57 Limit on Prepayment of Medical Premiums - - - - - - - - - • Negligible Revenue Gain - - - - - - - - - -
58 Non-Profit Health Care Orgns/Taxable Orgns 

Providing Health Ins & Prepd Health Care Svcs - - - - - - - - - - Negligible Revenue Effect - - - - - - - - - •
59 Trmt or Certain Ins Companies Under Sect 833 0 0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 

60 Grant Tax Exempt Status to State Ins Risk Pools a • 0 0 0 0 0 0 0 0 

61 Remove $150 Million Bond Cap on Non-Hospital 
501(c)(3) Bonds a a • -0.1 -0.1 -0.1 -0.1 -0.2 -0.2 -0.2

62 Qualified Long-Term Care Benefits Treated as 
Medical Care; Clarify Tax Treatment or Long-
Term Care Insurance and Services 0 a -0.2 -0.3 -0.2 -0.3 -0.3 -0.3 -0.4 -0.4

63 Tax Treatment of Accelerated Death Benefits 
Under Life Insurance Contracts 

. 
a • -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1

64 Increase in Reporting Penalties for Nonemployccs 0 I D a • I • • • • 

Continued 



TABLE 2. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITH MANDATE IN EFFECT 

(By fiscal rear. in billions or dollars) 

1995 1996 1997 1998 

65 Post-Retirement MedicaVLife Insurance Reserves • • • • • • • • • • Negligible Revenue Effect • • • • - - • - • -
66 Tax Credit ror Practitioners in Underserved Areas 0 -0.1 -0.2 -0.2
67 Increase Expensing Limit ror Certain Med Equip 3 a a a 

68 Tax Credit ror Cost or Personal Assistance Svcs 
Required by Employed Individuals 0 a -0.1 -0.1

69 Disclosure of Return Information to State Agencies • • • • • • • • • • No Revenue Effect•• • • • • - • • •
70 Impose Premium Tax wiU1 Respect to Certain 

High Cost Plans 0 
71 Limit Exclusion ror Employer-Paid Health Benefits 0 
72 Indirect Tax Effects or Changes in Tax Treatment 

of Employer & Household Health Ins Spending 0 

TOTAL RECEIPT CHANGES 0.2 

DEFICIT 

MANDATORY CHANGES -2.6

CUMULATIVE MANDATORY TOTAL -2.6

TOTAL CHANGES -0.1 

CUMULATIVE DEFICIT EFFECT -0.1 

SOURCES: Congressional Budget Office; Joint Committee on Taxation 

NOTES: 

The budgetary treatment of mandatory premium payments is under review. 

a O.� 2.2 
0 0 0 

-0.3 -0.3 -0.7

7.3 15.7 20.2 

-12.2 -4.7 4.5 

-14.8 -19.5 -15.0

..a.9 -4.3 2.7 

-9.1 -13.4 -10.8

1999 2000 2001 2002 

-0.2 -0.2 -0.1 • 

a I • • 

-0.1 -0.1 -0.1 -0.2

3.3 6.1 9.5 10.2 
0 0 0 0 

-1.4 -2.1 -2.6 -11. 1

24.4 28.3 33.2 29.1

9.0 13.0 6.0 -7.-4

-6.0 7.0 13.0 5.6

6.7 12.8 5.5 ..a.o 

-3.9 8.7 14.2 8.2 

2003 

• 

I 

-0.2

11.2 
0 

-15.9

28.6

-16.5

-10.9

-17.3

-11.1

The figures in this table include changes in authorizations or appropriations and in Social Security that would not be counted for pay-es-you-go scoring under the Budget 
Enforcement Act of 1990. 

Provisions with no cost have been excluded from this table. 

a. Less than $50 million.

2004 

I 

-0.2

14.7 
0.9 

-19.0

33.5 j

-28.3

-37.3 

-27.2

-38.3



TABLE 3. PRELIMINARY ESTIMATES OF THE STATE & LOCAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITHOUT MANDATE IN EFFECT 

(Bt fiscal rear, in billions of dollars) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

OUTLAYS 

Medi�;M 
1 Discontinued Coverage of Acute Care 0 0 -17.9 -26.7 -29.8 -33.3 -37.2 -41.4 -45.9 -50.7
2 State Maintenance-of-Effort Payments 0 0 10.5 26.5 28.7 31.1 33.6 36.3 39.3 42.4
3 Disproportionate Share and Vulnerable 

Hospital Payments o/ 0 0 1.1 -0.0 -0.G -0.5 -0.1 0.2 0.5 0.8 
4 Increase Asset Disregard to S4000 for Home and 

Community Based Services a a a a a • • • • • 

5 Offset to Medicare Prescription Drug Program 0 0 0 0 -0.5 -1.1 -1.2 -1.4 -1.6 -1.7
6 Administrative Savings 0 0 -0.2 -0.4 -0.4 -0.5 -0.5 -0.6 -0.6 -0.7

Total • Medicaid • a 1.6 -1.4 -2.6, ::4=;3 :/J.v;� ,:5.4 . t-.:, , �.9 -8.3 -9.9

Adminlstrati��llem� 
7 Expenses Associated with Subsidies 0 0 3.6 5.1 5.5 6.0 6.5 7.1 7.7 8.3 

8 General Administrative and Start Up Costs 0 0 1.0 1. 1 1.1 1.2 1.3 1.4 1.5 1.6 
9 Automobile Insurance Coordination 0 0.3 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 

Total• Administrative Expenses o. 0.3 4.7 . . 6.3 G.7 ·:· 1:3;,;:;::;cr:.::1_;9ftL:;:,:.e, .. a.;tJ>:::�/:· _9.3 .JG:-• 10.0

Pubric Health Initiatives
1 o· School Health Clinics 0 0.1 0.1 0.2 0.3 q:s/t:l� : o.�.¥h0 )c � 0.5Jfii�. � , 0.3_';(:i 0.2

TOTAL OUTLAY CHANGES a 0.3 6.4 5.1 ,u 3.5 3.1 2.2 1.3 0.3, 

RECEIPTS 

11 Revenue Collected for Subsidy Administration 0 0 3.6 5.1 5.5 6.0 6.5 7.1 7.7 8.3 

Total State Changes 0.3 2.8 �.o -1.1 -2.5 -J.4 -C.9 -6.4 �-•I 
SOURCE: Congressional Budget Office. 

a. The estimate assumes that states will continue to provide some assistance to hospitals serving disproportionately large numbers of uninsured or underinsured people.



TABLE 4. PRELIMINARY ESTIMATES OF THE STATE & LOCAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITH MANDATE IN EFFECT 

OUTLAYS 

Medicaid 

(By fiscal year, in billions or dollars) 

Discontinued Coverage or Acute Care 
2 State Maintenance-or-Errort Payments 
3 Disproportionate Share and Vulnerable 

Hospital Payments a/ 

1995 

0 
0 

0 

a 

1996 1997 

0 -17.9
0 16.5

0 1.1 

D D 

1998 

-26.7
26.5

-0.0

a 

1999 

-29.0
28.7

-0.6

D 

2000 

-33.3
31.1

-0.5

• 

2001 

-37.2
33.6

-0.1

• 

2002 

-41.4
36.3

-5.0

• 

2003 

-45.9
39.3

-5.2

• 

2004 

-50.7
42.4

-5.5

• 

4 Increase Asset Disregard to $4000 for Home and 
Community Based Services 

5 orrsct to Medicare Prescription Drug Program 
6 Administrative Savings 

0 0 0 0 -0.5 -1.1 -1.2 -1.4 -1.6 -1.7

Total - Medicaid 

Administrative �P.enses 
7 Expenses Associated with Subsidies 
8 General Administrative and Start Up Costs 
9 Automobile Insurance Coordination 

Total• AdministratiVc Expenses 

Public Hwth.l.!JW_<tW 
10 School Health Clinics 

TOTAL OUTLAY CHANGES 

RECEIPTS 

11 Revenue Collected for Subsidy Administration 

Total State Changes 

SOURCE: Congressional Budget Office. 

0 
a 

0 
0 
0 
0 

0 

a 

0 

a 

0 -0.2
3 1 .. 6· 

0 3.6 
0 1.0 

0.3 0.1 
0.3 4.7 

0:1 · 0.1 ·

0.3 6.4

0 3.6 

0.3 2.8 

-0.4
-1.4

5.1 
1.1 

0.1 
6.3 

.0.2·. · 

5.1 

5.1 

-0.0 

-0.4 -0.5 -0.5 -0.6 -0.6 -0.7
· ·2.6 . <'\'� .. �;::\Lf/�s;�/Jt=··'::·��2.J:9\t:.<.�1.�.0,::7':,- -16.2

5.5 6.0 6.5 7.5 8.2 
1.1 1.2 1.3 1.4 1.5 
0.1 0.1 0.1 0.1 0.1 
s. 7 . ·' \::7'.3}i/BWJD1:·�\'.:\;VAB �-QTK: .. ,-,/t9.�. 

-0.3

4.4 3.5 3.1 -2.6 -3.9

5.5 6.0 6.5 7.5 8.2 

-1.1 -2.5 -3.4 -10.1 -12.1

8.9 
1.6 
0.1 

.10.6 

-5.4 I

8.9 

a. The estimate assumes that stales will continue to provide some assistance to hospil:als serving disproportionately large numbers of uninsured or underinsured people.



Table 5. Health Insurance Coverage 
{By calendar year, in millions of people) 

1997 1998 1999 2000 2001 2002 2003 2004 

Baseline 

Insured 224 226 228 229 230 232 233 234 

Uninsured 40 40 40 ...il 42 43 43 44 

Total 264 266 268, 270 272 274 276 278 

Uninsured as Percentage of Total 15 15 15 15 15 16 16 16 

Senator Mitchell's Proposal-Without Mandate in Effect 

Insured' 250 253 255 257 259 261 262 264 

Uninsured _u _u _u _H _H _H _H 
Total 264 266 268 270 272 274 276 278 

Uninsured as Percentage of Total 5 5 5 5 5 5 5 5 

Senator Mitchell's Proposal-With Mandate in Effect 

Insured 250 253 255 257 259 274 276 278 

Uninsured ...Ll ...Ll _fl _H _H _Q _Q _Q 
Total 264 266 268 270 272 274 276 278 

Uninsured as Percentage of Total 5 5 5 5 5 0 0 0 

SOURCE: Congressional Budget Office. 

a. Includes people eligible for coverage under the enrollment outreach provisions of the proposal.



2003 200420022001200019991997 1998

2,052 2,2201,8941,7481,6131,4881,3721,263Baseline

Senator Mitchell's Proposal-Without Mandate in Effect

2,079 2,2461,9231,7791,6471,5191,4011,301Proposal

27 25293133312938Change from Baseline

Senator Mitchell's Proposal-With Mandate in Effect

2,093 2,2541,779 1,9431,6471,5191,301 1,401Proposal

3448 413133312938Change from Baseline

Congressional Budget Office.SOURCE:

Table 6. Projections of National Health Expenditures
(By calendar year, in billions of dollars)
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MITCHELL vs. DOLE: What's the Difference? 

(What they achieve) 
WITH MITCHELL "YOU'RE COVERED" WITH DOLE "YOU'RE OUT OF LUCK" 

* restores peace of mind for
working middle class families

* clear steps with failsafe
for guaranteeing coverage to
all Americans that can never
be taken away

* have kids? -- affordable
coverage is guaranteed

* lose your job? -- affordable
coverage is guaranteed

* trying to get off welfare?
get a job and affordable coverage
is guaranteed

* small business owner trying
to buy coverage? -- subsidies
help you get covered

* every family remains at risk

* 30 million Americans would
be out of luck -- and the
number would climb

* xx million kids would be
out of luck

* lose your job? -- you're
out of luck

* trying to get off welfare?
-- get a job and you're out
of luck

* small business owner trying
to buy or keep coverage?
no subsidies, you're out of
luck

(How they achieve it) 
MITCHELL PROTECTS PEOPLE BY DOLE PROTECTS INSURANCE COS. 

STANDING UP TO INSURANCE COS. AND LEAVES PEOPLE AT RISK 

* closes loopholes and bans
limits on coverage

* Taxes insurance companies
companies that spike up rates

* pays for new coverage by 
taxing smokers $57 billion and
insurance companies $146 billion

AND MITCBBLL PROTECTS SENIORS 

* uses Medicare savings to
provide prescription drug
and long-term care benefits
to seniors

* limits how much insurance
companies can charge seniors

* protects insurance company
loopholes and limits

* protects insurance company
radical rate hikes

* protects insurance company
profits [to the tune of
$x billion) and leaves 30
million people without
coverage

WHILE DOLE STEALS PROM SENIORS 

* cuts $60 billion out of
Medicare without giving
seniors anything back

* lets insurance companies
charge seniors twice as much·
as younger people
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THE MITCHELL BILL 

Principle Rationale 

To allow every American affordable insurance that will be 
there when they need it. 

1. Provide people with real security by making insurance
affordable for every American.

2. Protect consumers from the worst abuses of the insurance
companies.

3. Penalize insurance companies that abuse the marketplace and
use this money top pay for expanding coverage for pregnant
women and children.

4. Maintain what works in the system -- particularly for
seniors.

How does it work?

Reforms will increase incentives and competition using the 
private marketplace to drive private premiums down and 
increase choice. Smokers will be taxed to pay for subsidies 
make insurance affordable for low wage workers and those who 
lose their jobs. Insurance companies that spike up rates will 
be taxed and the money will be used to expand coverage for 
pregnant women and children. 

Principal Contrasts 

We suggest highlighting three Mitchell strengths and three 
lines of attack against Dole. 

With Mitchell •you're covered• 
With Dole •you're out of luck• 

1. Mitchell provides security to people.

Dole protects the status quo for insurance interests. 
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2. Mitchell protects seniors -- enhancing Medicare with
prescription drug and long-term care coverage.

Dole punishes seniors -- cutting Medicare without giving
anything back to seniors.

3. Mitchell takes on the insurance industry -- taxing those
that continue to abuse the marketplace by spiking up
rates.

Dole protects the insurance industry's worst abuses
including loopholes, limits and arbitrary rate hikes.

Republican Attacks 

They are attacking on two "classic" fronts: 

Taxes 

Big Government 

(speci£ic rebuttals being prepared] 

All attacks should be minimized by allies on the Senate 
floor and in outside media events. Opponent attacks shou'ld be 
characterized as: 

scare tactics -- the same worn fear-mongering that has 
been used for more than 60 years, designed to protect the 
status quo for those who profit from it. 

More specific in-person rebuttals will only guarantee that our 
opponents control the debate. 

Specific rebuttals should be distributed widely on paper. And 
specific rebuttals must be updated and distributed each 'day to 
refute each salvo by the opponents. The War Room is now 
monitoring Senate floor debate, tracking each attack, 
preparing a specific rebuttal and distributing the daily line 
up before news deadlines in the Senate press gallery. 

General rebuttals should be crafted for all the following 
topic areas and distributed to all allies: 

Taxes 

Young and healthy forced to pay for the old and high-risk 
New entitlements 
Quotas on doctors 
Government control 
'One size fits all' benefits 
Job-killing mandates 



Reassurance 

In defending the Mitchell Plan we must use a good portion 
of our communication time to reassure the public about what 
price they will pay to achieve this good result. People want 
universal coverage and security, only if the costs are 
bearable -- in terms of premiums, taxes, risks to employment, 
and threat to health care quality. The most important 
reassurances: 

Freedom of Choice: you can keep your plan and doctor, or 
choose new options that could save your family money. 
This plan expands choice. 

Costs under Control: This plan forces insurance companies 
to compete and empowers people with more choices to bring 
premium costs down. By expanding coverage, the insured 
will no longer be paying for the uncompensated costs of 
the uninsured. 

Small business: This plan protects small business by 
providing subsidies to their low wage workers to buy their 
own insurance, and gives any small business trying to 
expand coverage new subsidies. The plan is voluntary and 
phased-in, with incentives for participation. 

Phased-in: This plan is phased-in and tries to achieve 95 
percent coverage over seven years. It is a reasonable 
approach that allows people to adjust. However, at a date 
certain, 2000, states must achieve 95 percent coverage or 
new requirement will be triggered to ensure the gap is 
closed and all Americans are covered. 
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INTRODUCTION 

The Congressional Budget Office (CBO) and the Joint Committee on Taxation 
(JCT) have prepared this preliminary analysis of Senate Majority Leader George 
Mitchell's health proposal, as introduced on August 9, 1994. The analysis is 
based on the text of S. 2357 as printed on August 3 and on subsequent revisions 
specified by the Majority Leader's staff. Because the estimate does not reflect 
detailed specifications for all provisions or final legislative language, it must be 
regarded as preliminary. 

The first part of the analysis is a review of the financial impact of the pro­
posal. The financial analysis includes estimates of the proposal's effects on the 
federal budget, the budgets of state and local governments, health insurance 
coverage, and national health expenditures. It also includes a description of the 
aspects of the proposal that differ from S. 2357, as well as other major assump­
tions that affect the estimate. 

The second part of the analysis comprises a brief assessment of consider­
ations arising from the proposal's design that could affect its implementation. 
The issues examined in this discussion are similar to those considered in Chap­
ters 4 and 5 of CBO's analyses of the Administration's health proposal and the 
Managed Competition Act. 

FINANCIAL IMP ACT OF THE PROPOSAL 

Senator Mitchell's proposal aims to increase health insurance coverage by re­
fonning the market for health insurance and by subsidizing its purchase. If these 
changes failed to increase health insurance coverage to 95 percent of the popula­
tion by January 1, 2000, coverage would become mandatory in 2002 in states 
that fell short of the goal. Individuals in those states would be required to pur­
chase insurance, and employers with 25 or more workers would be required to 
pay half of the cost of insurance for them and their families. 

In CBO's estimation, the proposal would just meet its target of 95 percent 
coverage without imposing a mandate. Because the actual outcome could easily 
fall short of the estimate, however, this analysis shows the effects of the proposal 
both without the mandate and with the mandate in effect nationwide. In both 
cases, the proposal would slightly reduce the federal budget deficit, and it would 
ultimately reduce the pressure on state and local budgets as well. But the expan­
sion of coverage would add to national health expenditures. 

The estimated effects of the proposal are displayed in the six tables at the 
end of this document. Tables 1 and 2 show the effects on federal outlays, reve­
nues, and the deficit. Tables 3 and 4 show the effects on the budgets of state 



and local governments. Tables 5 and 6 provide projections of health insurance 
coverage and national health expenditures, respectively. 

Like the estimates of other proposals for comprehensive refonn--such as the 
single-payer plan, the Administration's proposal, the Managed Competition Act, 
and the bills reported by the Committees on Finance and Ways and Means-­

CBO's estimates of the effects of this proposal are unavoidably uncertain. 
Nonetheless, the estimates provide useful comparative infonnation on the relative 
costs and savings of the different proposals. In estimating Senator Mitchell's 
proposal, CBO and JCT have made the following major assumptions about its 
provisions. 1 

Health Insurance Benefits and Premiums 

Senator Mitchell's proposal would establish a standard package of health insur­
ance benefits, whose actuarial value would be based on that of the Blue 
Cross/Blue Shield Standard Option under the Federal Employees Health Benefits 
program. The Congressional Research Service and CBO estimate that such a 
benefit package would initially be 3 percent less costly than the average benefit 
of privately insured people today and 8 percent less costly than the benefit pack­
age in the Administration's proposal. 

The proposal adopts the four basic types of health insurance units included 
in the Administration's proposal-single adult, married couple, one-parent family, 
and two-parent family. In addition, separate policies would be available for 
children eligible for subsidies, as explained below. 

In general, workers in finns with fewer than 500 full-time-equivalent em­
ployees (and their dependents) and people in families with no connection to the 
labor force would purchase health insurance in a community-rated market. 
Finns employing 500 or more workers would be experience-rated. States would 
operate a risk-adjustment mechanism covering both community-rated and experi­
ence-rated plans, thereby narrowing the differences between the average premi­
ums in the two insurance pools. The estimated average premiums in 1994 for 

1. For descriptions of CBO's estimating methodology, see Congressional Budget Office, An
Analysis of the Administration's Health Proposal (February 1994), and An Analysis of the 

Managed Competition Acr (April 1994).
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the standard benefit package for the four types of policies in both pools are as 
follows: 

Single Adult 
Married Couple 
One-Parent Family 
Two-Parent Family 

$2,220 
$4,440 
$4,329 
$5,883 

Supplementary insurance would be available to cover cost-sharing amounts and 
services not included in the standard benefit package. 

Subsidies 

Starting in 1997, the proposal would provide subsidies for low-income people 
and certain firms to facilitate the purchase of health insurance. The system of 
subsidies would change somewhat if a mandate to purchase insurance went into 
effect. States would determine eligibility for subsidies and distribute subsidy 
payments to health plans. 

Without a Mandate in Effect. The proposal would make low-income families 
eligible for premium subsidies. Recipients of Aid to Families with Dependent 
Children (AFDC) and families with income below 100 percent of the poverty 
level would be eligible for full subsidies, and those with income between 100 
percent and 200 percent of poverty would be eligible for partial subsidies. For 
children and pregnant women, full subsidies would extend to 185 percent of the 
poverty level and partial subsidies to 300 percent of poverty. In addition, work­
ers who become temporarily unemployed would be eligible for special subsidies 
for up to six months. Families could become eligible for more than one type of 
subsidy at the same time. Families could use the special subsidies for children 
and pregnant women to help purchase coverage for the entire family, or they 
could purchase coverage only for the eligible individuals. 

States would be required to establish and administer a program of enroll­
ment outreach that would allow people eligible for full subsidies of their pre­
mium to sign up for health insurance with health care providers whenever they 
sought health care services. People eligible for health insurance under this pro­
vision would be counted as insured in determining whether the target of 95 
percent coverage is met. 

In determining eligibility for premium subsidies, a family's income would 
be compared with the federal poverty level for that family's size. The maximum 
amount of the subsidy would be based on family income relative to the poverty 
level and on the weighted average premium for community-rated health plans in 
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the area. The estimate assumes that a family's subsidy could not exceed the 
amount it paid for coverage in a qualified health plan. Therefore, if an employer 
paid a portion of the premium, the subsidy could at most equal the family's 
portion of the premium. 

People with income up to 150 percent of the poverty level, as well as 
AFDC recipients, would be. eligible for reduced cost sharing if they were unable 
to enroll in a plan providing a low or combination cost-sharing schedule. AFDC 
recipients in low or combination cost-sharing plans would also be eligible for 
cost-sharing assistance. The amount of assistance would vary slightly for the 
two groups. In both cases, health insurance plans would be required to absorb 
the cost of the reduced cost sharing. 

Employers who voluntarily expanded health insurance coverage to classes of 
workers whom they previously did not cover could also receive temporary subsi­
dies. Employers would become eligible for a subsidy if they began paying at 
least 50 percent of the cost of coverage for an additional class of worker. In the 
first year, the amount of the subsidy for each worker would equal the difference 
between half of the average insurance premium in the area (or in the worker's 
plan, if lower) and 8 percent of the worker's wage. Over the following four 
years, the subsidy would be gradually phased out 

With Mandate in Effect. If a mandate to purchase insurance went into effect in 
a state, the system of subsidies would change. Subsidies for families with in­
come up to 200 percent of the poverty level would remain, as would subsidies 
for people who were temporarily unemployed. The special subsidies for children 
and pregnant women would be eliminated, however, as would the subsidies for 
employers who voluntarily expanded coverage. 

Medicaid and Medicare 

Medicaid beneficiaries not receiving Supplemental Security Income or Medicare 
would be integrated into the general program of health care reform and would be 
eligible for federal subsidies in the same way as other low-income people. For 
these people, Medicaid would continue to cover services not included in the 
standard benefit package. For children, Medicaid would also continue to cover 
services whose scope or duration exceeded that in the standard package. States 
would be required to make maintenance-of-effort payments to the federal govern­
ment based on the amount by which their Medicaid spending was reduced in the 
first year. The proposal would phase out federal Medicaid payments to dispro­
portionate share hospitals and replace them with a program to make payments to 
financially vulnerable hospitals. 
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The proposal would expand Medicare by adding a prescription drug benefit 
for outpatients starting in 1999. The Secretary of Health and Human Services 
would set the deductible so that the net incurred cost of the benefit would total 
$13.4 billion in the first year. In CBO's estimation, the initial deductible would 
be about $700. The deductible would be indexed in later years so as to hold 
constant the proportion of Medicare beneficiaries receiving some drug benefit. 

Reductions in Medicare spending would provide a major part of the funding 
for the proposal. The growth in reimbursement rates for hospitals covered by 
Medicare's prospective payment system would be reduced by 1 percentage point 
in 1997 and by 2 percentage points each year from 1998 through 2004. Pay­
ments to disproportionate share hospitals would be cut in half. Reimbursements 
to physicians and other providers of health care services would also be re­
strained. Beneficiaries would be required to pay higher premiums for Supple­
mentary Medical Insurance (SMI) and part of the cost of laboratory services and 
home health care. 

Other Spending 

The proposal would restructure the system of subsidies for medical education 
and academic health centers. Current payments from Medicare for direct and 
indirect medical education would be terminated. New programs would provide 
assistance for academic health centers, graduate medical education, graduate 
training for nurses, medical schools, schools of public health, and dental schools. 

The proposal would create several additional mandatory spending pro­
grams. A capped entitlement program would help states finance home- and 
community-based care for the severely disabled; spending for this program 
would be limited to $48 billion over the 1998-2004 period. A biomedical and 
behavioral research trust fund would be financed by a portion of the assessment 
on private health insurance premiums starting in 1997. The proposal would also 
provide direct spending authority for a variety of public health initiatives totaling 
almost $10 billion in the 1996-1999 period and almost $15 billion in the 1996-
2004 period. 

The assurance of access to health insurance and the provision of subsidies to 
low-income families would encourage some older workers to retire earlier and 
would raise outlays for Social Security retirement benefits. Over the long term, 
Social Security would incur no additional costs, because benefits are actuarially 
reduced for early retirement. 
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Revenues 

The Joint Committee on Taxation has estimated the impact of the provisions of 
the proposal that would affect federal revenues. The bulk of the additional reve­
nues would stem from an increase in the tax on tobacco, a 1.75 percent excise 
tax on private health insurance premiums, and a tax on health plans whose pre­
miums grew by more than. a specified rate. The proposal would also increase 
SMI premiums for single individuals with income over $80,000 and couples with 
income over $100,000. 

Fail-Safe Mechanism 

The proposal would scale back eligibility for premium subsidies, increase the 
deductible for the Medicare drug benefit, and reduce every other new direct 
spending program as necessary to off set an increase of more than $10 billion in 
the cost of the bill and the Medicare and Medicaid programs compared with the 
initial estimate. Because the reductions would be applied proportionately, to the 
extent possible, to all the direct spending programs in the proposal, the bulk of 
any savings would have to come from limiting eligibility for subsidies. As a 
result, application of the fail-safe mechanism could make previously eligible 
people ineligible for subsidies and would, in the absence of a mandate, reduce 
the extent of health insurance coverage. 

Budgetary Treatment of the Mandate 

A mandate requiring that individuals purchase health insurance would be an 
unprecedented form of federal action. The government has never required indi­
viduals to purchase any good or service as a condition of lawful residence in the 
United States. Therefore, neither existing budgetary precedents nor concepts 
provide conclusive guidance about the appropriate budgetary treatment of a 
mandate. Good arguments can be made both for and against including in the 
federal budget the costs to individuals and firms of complying with the mandate. 
It is only appropriate, therefore, for policymakers to resolve the issue through 
legislation. 

Some budget analysts argue that the costs of the mandate should be in­
cluded in the federal budget because these transactions would be predominantly 
public in nature. A second argument for inclusion, closely related to the first, is 
that the premiums that people would have to pay to comply with the mandate 
would be compulsory payments and should therefore be recorded as governmen­
tal receipts. A third argument is that including these costs in the budget would 
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preserve the federal budget as a comprehensive measure of the amount of re­
sources allocated through collective political choice at the national level. 

There are also cogent arguments against including the costs of complying 
with the mandate in the budget. First, the costs would not flow through federal 
agencies or other entities established by federal law. Unlike the Administration's 
proposal, this proposal would not require participation in federally mandated 
health alliances. Second, this approach would be consistent with the current 
practice of excluding from the budget the costs to private firms of federal regula­
tory mandates. Third, the costs of compliance could not be directly observed 
and would not flow through the federal Treasury. 

OTIIER CONSIDERATIONS 

Like other fundamental reform proposals, Senator Mitchell's would require many 
changes in the current system of health insurance. For the proposed system to 
function effectively, new data would have to be collected, new procedures and 
administrative mechanisms developed, and new institutions and administrative 
capabilities created. In preparing the quantitative estimates presented in this 
assessment, the Congressional Budget Office has assumed not only that all those 
things could be done but also that they could be accomplished in the time frame 
laid out in the proposal. 

There is a significant chance that the substantial changes required by this 
proposal-and by other systemic reform proposals--could not be achieved as 
assumed. The following discussion summarizes the major areas of potential 
difficulty as well as some other possible consequences of the proposal. 

Risk Adjustment 

Most health care proposals that would create community-rated markets for health 
insurance also incorporate provisions to adjust health plans' premiums for the 
actuarial risk of their enrollees. These provisions are intended to redistribute 
premium payments among health plans, compensating them for differences in 
risk. Although effective risk-adjustment mechanisms would be essential for the 
functioning of community-rated markets, the feasibility of developing and imple­
menting such mechanisn:is successfully in the near future is highly uncertain. 

The risk-adjustment mechanism in this proposal is more complex than those 
in other proposals analyzed by CBO. Most other proposals would restrict risk 
adjustment to the community-rated market; in Senator Mitchell's proposal, risk 
adjustment would operate in both the community-rated and the experienced-rated 
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markets in each community-rating area. The risk-adjustment mechanism would 
attempt to recompense plans for the higher costs associated with certain groups 
of enrollees. It would also adjust payments to health plans to reflect the cost­
sharing subsidies for low-income participants that health plans would have to 
absorb. Such transfers would ensure that plans enrolling large numbers of low­
income people were not placed at a cost disadvantage. As discussed below, 
implementing the risk-adjustment process would be a major undertaking for the 
states. 

States' Responsibilities 

Most proposals to restructure the health care system incorporate major additional 
administrative and regulatocy functions that new or existing agencies or organiza­
tions would have to undertake. Like several other proposals, this one would 
place significant responsibility on the states for developing and implementing the 
new system. It is doubtful that all states would be ready to assume their new 
responsibilities in the time frame envisioned in the proposal. 

Under the voluntary system, the states' primary responsibilities would fall 
into four major areas: 

o determining eligibility for the new subsidies and the continuing Medic­
aid program;

o administering the subsidy and Medicaid programs;

o establishing the infrastructure for the effective functioning of health
care markets; and

o regulating and monitoring the health insurance industry.

States would also have to prepare for the possibility that mandates requiring 
firms with 25 or more employees to provide insurance and all individuals to 
obtain coverage might be invoked in 2002. If that occurred, those states with 
coverage rates below 95 percent would need to have the necessary infrastructure 
already in place. In addition, they would have to be prepared to expand their 
regulatory and monitoring functions considerably. 

Determining Eligibility for Subsidies and Medicaid. As with other proposals, 
determining eligibility for subsidies would be an enormous task for the states, 
made more complicated by the three different subsidy programs for premiums 
that would be in effect: regular subsidies for low-income individuals and fami­
lies: special subsidies for children and pregnant women; and special subsidies for 
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people who were temporarily unemployed. The eligibility criteria would be 
different for each of these programs and would also differ from those of the 
Medicaid program. (The role of the Medicaid program in paying for acute care 
services would be significantly reduced. The program would, however, cover 
wraparound benefits for those subsidized families who would be eligible for 
Medicaid under current law. It would also pay for emergency services for illegal 
aliens and would continue. to cover beneficiaries of the Supplemental Security 
Income program and Medicare beneficiaries who qualified for Medicaid.) Some 
families would be eligible to participate in more than one subsidy program con­
currently, and this proposal would a

l

low them to do so in certain circumstances. 
They might also be entitled to receive Medicaid wraparound benefits. 

States would bear the responsibility for the required end-of-year reconcilia­
tion process in which the income of a subsidized ·family was checked to ensure 
that the family received the appropriate premium subsidy. Reconciliation would 
be a major undertaking since, even if federal income tax information could be 
used, many of the families receiving subsidies would not be tax filers. Tracking 
people who moved from one state to another during the year would also be 
difficult and would require extensive cooperation al'T\ong the states. 

Administering the Subsidy and Medicaid Programs. The states would have other 
major administrative responsibilities for the subsidy and Medicaid programs. In 
particular, they would make payments for premium subsidies to health plans and 
would be required to develop and implement a complex outreach initiative to 
expand enrollment. 

The outreach program would be designed to ensure that people eligible for 
full subsidies would be able to enroll in health plans on a year-round basis and 
would not be denied coverage for preexisting conditions. They would also be 
able to have their eligibility for subsidies established presumptively by certain 
health care providers at the point of service, enabling them to enroll in health 
plans and receive full premium subsidies for a period of 60 days during which 
they could apply for continufog assistance. States would not be held responsible 
for premium assistance provided to low-income families on a presumptive basis, 
if those families subsequently proved to be ineligible for full subsidies. Instead, 
the federal government would bear those costs. 

The program would guarantee that poor families, as well as children and 
pregnant women with income up to 185 percent of the poverty level, had finan­
cial access to the health care system when they needed care. It would, however, 
be difficult to administer, and its success in enrolling low-income families in 
health plans on a permanent basis would depend on extensive outreach efforts by 
the states to ensure that people declared presumptively eligible completed the 
full process for determining eligibility. The program would be considerably more 
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complex than the current presumptive eligibility programs for pregnant women 
that are operated by Medicaid programs in about 30 states. Those programs are 
dealing with a clearly defined target population of individuals and only one 
health plan--the Medicaid program. By contrast. the system envisioned under the 
proposal would be dealing with the enrollment of individuals plus their families 
in their choice of health plan. 

Establishing the Infrastructure for the Effective Functioning of Health Care 
Markets. States would designate the geographic boundaries for the community­
rating areas as well as the service areas for carrying out the provisions regarding 
essential community providers. They would also have ongoing responsibilities 
for ensuring that health care markets functioned effectively. Those responsibili­
ties would include developing and implementing the complex risk-adjustment 
and reinsurance system and providing information and assistance to consumers. 

Each state would be required to establish a risk-adjustment organization. 
That agency would determine the adjustments to be made to premiums for all 
community-rated and experience-rated plans in each community-rating area in 
the state. The agency would collect assessments from health plans and redistrib­
ute the payments to community-rated and experience-rated plans whose expected 
expenditures exceeded the average for enrollees in standard health plans. 

State risk-adjustment organizations would also have to address the special 
issues raised by multistate plans. When such plans owed risk-adjustment assess­
ments, they would make payments on behalf of all their enrollees in different 
states to a single state risk-adjustment organization. The designated organization 
would determine the applicable assessments for the plan's enrollees in each 
community•rating area across the country and would make payments to other 
state risk-adjustment organizations as required. 

Another responsibility of the states would be to provide consumers with the 
necessary information to make informed choices among health plans. States 
would be required to produce annual standardized reports comparing the perfor­
mance of all health plans in the state, using data from surveys designed and 
carried out by the federal government. To do so effectively would require states 
to establish systems for analyzing data and qualitative information. In each 
state, a private nonprofit organization under contract to the federal government 
would distribute the reports, educate and provide outreach to consumers, and 
help them to enroll in health plans. States would also be required to establish an 
office in each community-rating area to provide a forum for resolving disputes 
over claims or benefits. 

Regulating and Monitoring the Health Insurance Industry. Like most other 
health care proposals, this one would place major new responsibilities on state 



health insurance departments. They would have to certify standard health plans 
and health insurance purchasing cooperatives (HIPCs), establish separate guar­
anty funds for community-rated and self-insured health plans, monitor variation 
in the marketing fees of HIPCs and other systems for purchasing insurance, and 
ensure that carriers met minimum capital requirements. Moreover, the standards 
that health plans would have to meet would be largely federally determined and 
would include areas, such as data collection and reporting, that are outside the 
traditional purview of insurance regulators. It is doubtful that all states could 
develop the capabilities to perfonn these functions effectively in the near future. 

Preparing for and Implementing Individual and Employer-Mandates. If insur­
ance coverage nationwide was below 95 percent in 2000, those states in which 
the coverage rate was below 95 percent would have to be prepared to implement 
individual and employer mandates in 2002--the year that those mandates would 
go into effect. The affected states would have to establish mechanisms--possibly 
through designated HIPCs--to collect and redistribute premium payments from 
employers with workers enrolled in other employers' health plans. They would 
have to set up systems to ensure that employers and families complied with the 
mandates, and they would have to prepare low-income families for the possibil­
ity that their subsidies could change significantly. 

The System of Multiple Subsidies 

In order to maximize voluntary enrollment in health plans, Senator Mitchell's 
proposal would establish multiple schedules of subsidies for premiums, targeting 
special populations as well as low-income families in general. The basic system 
of subsidies would cover individuals and families with income up to 200 percent 
of the poverty level. Added to this would be subsidies for children and pregnant 
women with family income up to 300 percent of the poverty level. In addition, 
a special initiative would provide subsidies for workers and their families when 
the workers were temporarily unemployed; the subsidies would be available for 
a period of unemployment not to exceed six months. Integrating these three 
subsidies in a sensible and administrable fashion would be extremely difficult, 
especially as some families could receive subsidies from more than one program. 

The subsidies for people who were temporarily unemployed would be par­
ticularly hard to administer and monitor. It would be difficult, for example, to 
determine whether people had left their jobs voluntarily or involuntarily, or 
whether they could receive employer contributions for health insurance through 
an employed spouse. Moreover, because of the way these subsidies would be 
structured, significant horizontal inequities could result. That is, families with 
similar income could receive quite different subsidy amounts. In determining 
their eligibility for subsidies, people who were temporarily unemployed could 
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subtract from their family income the lesser of their gross wages or a flat 
amount equal to 75 percent of the poverty-level income for an individual for 
each month the worker was employed. In addition, they could subtract any 
unemployment compensation they received while unemployed. Consequently, 
people who were unemployed for several months could receive larger subsidies 
than year-round workers with similar annual income. Workers in seasonal busi­
nesses--construction worker.s and resort employees, for example--would be par­
ticularly favored. The incentives inherent in this subsidy could increase unem­
ployment slightly. 

The Tax on High-Cost Health Plans 

Like the tax contained in the bill reported by the Committee on Finance, the tax 
on the premiums of "high-cost" health plans in Senator Mitchell's proposal 
would be difficult to implement. In addition, its contribution to containing 
health care costs would be limited, and it might be considered inequitable and an 
impediment to expanding coverage. 

The tax would be a 25 percent levy on the amount by which health insur­
ance premiums for a standard health plan exceeded a "reference" premium. 
Separate reference premiums would be established annually by the Secretary of 
the Treasury for each class of coverage in each community-rating area and for 
each experience-rated plan. These determinations would be extremely complex. 
and difficult to make, requiring adjustments for demographic characteristics (age, 
sex, and socioeconomic status), health status, current levels of health care expen­
ditures, uninsurance and underinsurance, the presence of academic health centers, 
and other factors. Little reliable information of this sort is available, and the 
Secretary would have to collect a mass of new infonnation. With the reference 
premiums affecting not only tax liability but also premium levels, the process 
could prove to be quite controversial. 

Although the tax would not be imposed on community-rated plans operating 
in areas where the average premium did not exceed the national average refer­
ence premium, few if any areas would meet that test for more than the first year 
or two because the reference premiums would be constrained to grow far more 
slowly than the expected growth of health insurance premiums. In community­
rating areas, the growth would be 3 percentage points over the consumer price 
index in 1997, declining to 2 percentage points over the CPI by 1999. 

Unlike the taxes contained in the Managed Competition Act and the bill 
reported by the Committee on Finance, which would not affect the lowest-cost 
plans, virtually all plans would be subject to the assessment called for in Senator 
Mitchell's proposal. Such an assessment would increase premiums, and higher 
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premiums would discourage participation during the voluntary period. The tax 
would be imposed in 1997 on plans in the community-rated market, in which 
small finns and most of the uninsured would obtain coverage. In contrast, the 
experience-rated market would not be subject to the tax until 2000, and that 
differential treatment might be viewed as inequitable. 

Although the proposal would provide sponsors of health plans with the right 
to recover half of the tax from health care providers, providers would incorporate 
their portion of the expected tax into their charges, so the right of recovery 
would be unlikely to have any real effect on the cost of health insurance. More­
over, because the mechanics of enforcing the right of recovery are unclear, the 
provision might lead to costly and unproductive litigation. 

The proposal would be, in effect, a tax cap, but one imposed on the provid­
ers of health insurance rather than its consumers. A tax cap is an important 
element in the managed competition approach to controlling health care costs, 
and a tax on providers could serve this purpose effectively. However, this tax, 
by exempting cost-sharing and other supplemental policies, would provide much 
less incentive for containing costs. 

Research by the RAND Corporation and others indicates that a tax cap 
might constrain costs in either of two primary ways: by encouraging consumers 
to choose health insurance plans with greater cost sharing (that is, higher copay­
ments and deductibles) or by encouraging the use of managed care providers like 
health maintenance organizations (HMOs) that can control costs more effectively 
than fee-for-service plans. This tax, however, would not apply to supplemental 
insurance policies that cover cost sharing. Workers whose employers provided 
cost-sharing supplements would pay less tax than workers whose employers did 
not and instead paid higher wages, and the average employee probably would 
pay lower copayments and deductibles under the proposal than under a tax cap 
that applied to supplements as well as to basic insurance. Furthennore, HMOs 
and similar types of managed care arrangements, which build the cost of the low 
copayments and deductibles into their premiums, would be placed at a tax disad­
vantage compared with less cost-effective fee-for-service plans in which the cost­
sharing supplements would be tax-free. 

A final reason that the tax's promise of cost containment would remain far 
below its potential relates to the method for calculating reference premjums for 
experience-rated plans. These premiums would be calculated based on actual 
expenditures during the 1997-1999 period, which could undermine the incentive 
for experience-rated plans to economize before the tax took effect in 2000. 
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The Effects of Invoking Mandates 

If less than 95 percent of the population had insurance coverage on January 1, 
2000, and if the Congress did not enact alternative legislation before the end of 
that year, mandates on employers and consumers would automatically come into 
effect in 2002. The proposed mandatory system would be problematic for sev­
eral reasons. 

The mandates would be imposed only in states that had failed to meet the 
95 percent threshold for coverage. In those states, all finns with 25 or more 
workers would be required to contribute to the costs of health insurance for their 
employees, and all individuals and families would be required to obtain cover­
age. These requirements would produce inefficient reallocations of business 
activity. Some firms that did not wish to provide insurance would migrate to 
states that were not included in the mandate. Furthermore, because the transi­
tional subsidies for employers that voluntarily expanded coverage to additional 
workers would terminate in mandated states, some firms might be attracted to 
nonmandated states where these temporary subsidies would still be available. 

Moreover, the practical problems of implementing mandates in some states 
and not in others could be overwhelming, especially in border markets. What, 
for example, would happen to individuals who lived in mandated states but 
worked for employers that did not contribute to the cost of insurance in neigh­
boring, nonmandated states? 

The system of subsidies for families would also change significantly in the 
mandated states, raising concerns about affordability and equity. The special 
subsidies for low-income children and pregnant women would be dropped, mak­
ing health insurance more expensive for some low-income families without an 
employer contribution, even though they would now be required to purchase 
coverage. (For example, a family with income at 150 percent of the poverty 
level and no employer contribution in a mandated state would have to pay 50

percent of a family premium. A similar family in a nonmandated state might be 
able to combine regular subsidies and special subsidies and pay far less than 50

percent of the premium for a family policy.) Concerns about the affordability of 
health insurance under a mandate would be heightened because the incentives to 
contain costs in this proposal are limited. 

Because of the disruptions, complications, and inequities that would result, 
CBO does not believe that it would be feasible to implement the mandated sys­
tem in some states but not in others: the system would have to include either all 
states or none. Accordingly, CBO's cost estimates of the mandated system 
assume that a nationwide mandate would be in effect. 
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Reallocation of Workers Among Firms 

Senator Mitchell's proposal, like many other reform bills, would encourage a 
reallocation of workers among firms in ways that would increase its budgetary 
cost. That process would occur gradually as employment expanded in some 
firms and contracted in others and as workers sought the jobs that would provide 
them with the largest combined amount of wages and premium subsidies. 

In the voluntary system, this sorting would occur because the family subsi­
dies would be reduced by up to the amount that employers contributed for insur­
ance; therefore, a worker employed by a firm that did not pay for health insur­
ance would receive a larger subsidy than a worker earning the same wage at a 
firm that did pay. (In addition to this reallocation, some companies might stop 
paying for insurance, but the number of firms that would do so would be limited 
because high-wage workers in those firms would lose the benefit of excluding 
health insurance from their taxable income.) Some sorting would also occur 
because firms that expanded insurance coverage to classes of workers not previ­
ously covered would be eligible for temporary subsidies; workers employed by 
those firms could receive higher take-home pay for a few years than could work­
ers at firms that currently provide them with insurance coverage. 

In the mandated system, reallocation of workers would occur because some 
workers would pay less for health insurance if they were employed by small 
firms excluded from the mandate than they would if they were employed by 
firms covered by the mandate. For example, many low-wage workers could 
receive a larger subsidy for their insurance costs in uncovered firms than in 
covered firms. In addition, married couples with both spouses working would 
have an incentive under the proposal to have one spouse employed by an uncov­
ered firm, because if both spouses worked in covered firms, they would each 
have to pay something for insurance. A similar incentive exists in the current 
system, but by requiring more firms to provide insurance coverage than do now, 
the proposal would affect more people. 

Under both the voluntary and mandated systems, some workers could gain 
several thousand dollars in higher wages by moving between firms, and over 
time a significant number of them would probably do so. This reallocation of 
workers among firms accounts for about $14 billion of the cost of the subsidies 
in 2004 under the voluntary system and for about $8 billion in 2004 under the 
mandated system. In addition to raising the government's costs, the reallocation 
of workers could reduce the efficiency of the labor market. 

Finally, the subsidy system would not treat people with similar incomes and 
family circumstances alike. Under the voluntary system, for example, workers 
eligible for subsidies who worked at firms that paid for insurance would face 
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larger costs for their insurance when the reduction in their cash wages is taken 
into account than similar workers at firms that did not pay. 

Work Disincentives 

Senator Mitchell's proposal would discourage certain low-income people from 
working more how-s or, in some cases, from working at all, because subsidies 
would be phased out as family income increased. It is important to note that 
work disincentives are an inherent element of all health proposals that target 
subsidies toward the poor and near-poor, and that these subsidies would signifi­
cantly improve the well-being of many low-income people by assisting their 
purchase of health insurance. 

In both the voluntary and mandated systems, many workers who earned 
more money within the phaseout range would have to pay more for health insur­
ance, which would cut into the increase in their take-home wage. In essence, 
these workers would face an implicit tax on their economic advancement. 
Changing the design of the subsidy systems in this proposal could reduce the 
marginal levy on some people's income, but it might raise the marginal levy 
faced by other people or make insurance unaffordable for some people. 

The Voluntary System. Estimating the precise magnitude of the implicit tax 
rates in the voluntary system requires information that is not readily available, 
but rough calculations suggest that the rates could be extremely high for some 
families. For workers whose employers did not pay for insurance, the implicit 
marginal rates from the phaseout of subsidies for low-income families would 
apply to income between 100 percent and 200 percent of the poverty level, and 
the phaseout of subsidies for children and pregnant women would apply to in­
come between 185 percent and 300 percent of poverty. 

In 2000, the effective marginal tax on labor compensation (wages and bene­
fits) could increase by as much as 30 to 55 percentage points for workers with 
family income in the phaseout range. Moreover, those levies would be added to 
the explicit and implicit marginal taxes that such workers already pay through 
the income tax, the payroll tax, and the phaseout of the earned income tax credit. 
In the end, some low-wage workers would keep as little as 15 cents of every 
additional dollar they earned. 

For workers whose employers paid some of the costs for insurance, these 
marginal levies would apply to income in a much smaller range. However, such 
treatment of employer payments would also create the previously described 
incentive for workers to move to firms that did not pay for insurance. 
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The Mandated System. Rough calculations suggest that the implicit marginal 
rates from the phaseout of subsidies under the mandated system could also be 
extremely high for some families. These rates wou]d apply to income between 
100 percent and 200 percent of the poverty level for workers in uncovered firms. 
For workers in covered firms, these marginal levies would apply to workers in a 
smaller income range. In 2002, the effective marginal tax on labor compensation 
could increase by as much· as 35 to 55 percentage points for workers who re­
ceived subsidies. As in the voluntary system, this new levy would be added to 
the explicit and implicit marginal taxes that these workers already face, produc­
ing total marginal tax rates of more than 95 percent for some workers. 

The mandated SY.stem would also discourage some people who have spouses 
working at covered firms from participating in the labor force or at least from 
taking a job at a firm with more than 25 employees. If those people took a job 
at a covered firm, their wages would be reduced by the additional cost for insur­
ance but they would receive no additional benefits. The current system also 
discourages some of these people from working at firms that pay for insurance, 
but by requiring more firms to provide insurance coverage, the proposal would 
increase the number of people who were affected. 

In the mandated system, the combination of the subsidies and the require­
ment to purchase insurance would increase the effective income of people who 
wanted insurance at the net-of-subsidy price, but would reduce the economic 
well-being of people who would have preferred not to buy insurance. Because 
the net-of-subsidy price (including employer payments) would be high for many 
families, the number of people who valued insurance at less than its cost could 
be large. For example, for a family of two adults (one working in a covered 
firm) and two children, with income just below the poverty threshold in 2002, 
the firm contributing 50 percent of the premium would pay more than $5,000 on 
the worker's behalf for insurance; that would represent roughly one-quarter of 
the family's income. 

Effect on Employment 

If the voluntary system in Senator Mitchell's proposal did not result in insurance 
coverage for 95 percent of the population, mandates would be triggered unless 
the Congress adopted an alternative approach. Under the mandated system, 
firms with more than 25 employees would be required to contribute to each 
worker's health insurance. The imposition of the mandate would raise the cost 
of employing workers at firms that do not currently provide insurance. Econom­
ic theory and empirical research both imply that most of this increased cost 
would be passed back to workers over time in the form of lower take-home 
wages. Such shifting would not be possible, however, for workers whose wages 
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were close to the federally regulated minimum wage. Therefore, the net cost of 
employing those workers would be raised by the mandate, and some of them 
would lose their jobs. 

Nevertheless, the quantitative effect of the mandate in this proposal would 
probably be quite small because the mandate would not be implemented until 
2002. Market wages for -low-income workers will rise over time, reflecting 
general inflation and, probably, some share of the nation's real economic growth. 
As a result. few workers will be earning the current minimum wage by 2002. If 
the Congress did not raise the minimum wage, loss of jobs from this mandate 
would likely be very limited. 

Employment would also be affected by the implicit taxes on work described 
above. In both the voluntary and mandated systems, some workers would volun­
tarily withdraw from the labor force in response to the new incentives they 
faced. 
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TABLE 1. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITHOUT MANDATE IN EFFECT 

(By fiscal year, in bfflions or dollars) 

MANDATORY OUTLAYS 

M��!.siid 
1 Discontinued Coverage of Acute Care 
2 State Maintenance-of-Effort Payments 
3 Oisproponlonate Share Hospital Payments 
4 Increase Asset Disregard to $4000 for Home and 

Community Based Services 
5 Offset to Medicare Prescription Drug Program 
6 Administrative Savings 

Total - Medicaid 

M�djs.ar� 
7 Part A Reductions 

Inpatient PPS Updates 
Capital Reductions 
Disproportionate Share Hospital Reductions 
Skmed Nursing Facijity Limits 
Long Term Care Hospitals 
Medicare Dependent Hospitals 
Sole Community Hospitals 
Part A Interactions 

8 Essential Access Community Hospitals 
Medical Assistance Facility Payments 
Rural Primary Care Hospitals (RPCH) Pmts 

9 Part B Reductions 
Updates for Physician Services 
Real GOP for Volume and Intensity 
Efiminate Formula Driven Overpayments 
Competitive Bid for Part B 
Competitive Bid for CGnical Lab Services 
Efimination or Balance Bi11ing 
Laboratory Coins\Kance 
Correct MVPS Upward Bias 
Eye & Eye/Ear Specialty Hospitals 
Nurse PracVPhys Asst Direct Payment 
High Cost Hospitals 
Durable Medical Equipment Price Reduction 
Permanent Extension of 25% Part 8 Premium 

1995 1996 1997 

0 0 -23.8
0 0 -18.5
0 0 -8.8

a • a 

0 0 0 
0 0 -0.3
a a -51.4

0 0 -0.3
0 -0.8 -1.0
0 0 -t .7 
0 -0. t -0. t
a a -0.1
a 0.1 O. t
a a a 

0 0 0.1 

0.1 0.1 0.1 
0.1 0.1 0.1 

-0.4 -0.6 -0.6
0 0 -0.3

-0.8 -1.0 -1.3
I -0.1 -0.1
a -0.2 -0,3
0 0.1 0.2

-0.7 -1. t -1.3 
0 0 0
a a a

0 0 0.1
0 0 0 
a a -0.1
0 0.6 0.9

1998 1999 2000 2001 2002 

-35.6 -39.7 -44.4 -49.6 -55.2
-26.5 -28.7 -31.1 -33.6 -36.3
-13.4 -14.8 -15.6 -18.8 -20.7

a a I a 0.1
0 -0.7 -1 .5 -1.6 -1.9 

-0.5 -0.5 -0.6 -0.7 -0.8
-76.0 -84.4 -93.2 -f04.3 : -114.8 

-1.6 -3.4 -5.6 -8.0 -10.7
-1.2 -1.6 -2. t -2.2 -2.4
-2. t -2.3 -2.5 -2.8 -3. t
-0.2 -0.2 -0.2 -0.2 -0.2
-0.1 -0.1 -0.2 -0.2 -0.3 .
0.1 I a 0 0 

a a a a a 

0.2 0.4 0.6 0.7 0.9 

0.1 0.1 0.1 0.1 0.1 
0.1 0.1 0.2 0.2 0.2 

-0.7 -0.8 -0.8 -0.9 -1.0 
-0.8 ·1.6 -2.5 -3.3 -4.2
-1.8 -2.3 -3.2 -4.2 -5.5
-0.1 -0.1 -0. 1 -0.1 -0.2
-0.3 -0.3 -0.4 -0.4 -0.5
0.2 0.2 0.2 0.3 0.3 

-1.4 -1.6 -1.8 -2.0 -2.3
0 -0.2 -0.6 -1.4 -2.6

0 0 0 0 0
0.2 0.3 0.3 0.4 0.5

-0.5 -0.8 -0.8 -0.8 -0.9
-0.1 -0., -0.1 -0.1 -0.1
1.4 0.6 -1.0 -2.8 -5.0 

2003 2004 

-61.2 -67.6
-39.3 -42.4
-22.9 -25.2

0.1 0.1
-2.1 -2.3
-0.8 -0.9

-121L2 -138.3

-13.8 -17.4
-2.7 -2.9
-3.4 -3.7
-0.3 -0.3
-0.3 -0.4

0 0
a • 

1.1 t.3

0.1 0.1 
0.2 0.2 

-1.0 -1. t
-5.3 -6.6
-7.1 -9. t
-0.2 -0.2
-0.5 -0.6
0.3 0.3

-2.6 -2.9
-3.9 -5.5

0 0
0.6 0.7 

-1.0 -1.0
-0.2 -0.2
-7.7 -9.8
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TABLE 1. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITHOUT MANDATE IN EFFECT 

(By fiscal year, in binions or donars)

10 Parts A and B Reductions 
Home Health Copayments (20%) 
Medicare Secondary Payer 
Home Health Limits 
Expand Centers of Excellence 
Extend ESRD Secondary Payer lo 24 Months 

11 Medicare Outpatient Prescription Drug Bcnerit 
Total - Medicare 

Subsidies 
12 Persons between 0-200•.4 of Poverty 
13 Pregnant Women and Kids 0-300% of Poverty 
14 Temporarily Unemployed 
15 Enrollment Outreach 

Total - Subsidies 

Other Health Programs 
16 Vulnerable Hospital Payments 
17 Veterans' Programs 
18 Home and Community Based Care ($48 b�. cap) 
19 Life Care 
20 Academic Health Centers 
21 Graduate Me<fical and Nursing Education 
22 Medicare Transfer - Direct Medical Education 
23 Mecficare Transfer• Indirect Medical Education 
24 Public Health Schools; Dental Schools 
25 Women, Infants and Children 
26 Administration of EnroDment Outreach 

Total - Other Health Programs 

Public Health Initiative 
27 Biomedical and Behavioral Research Trust Fund 
28 Health Professions 
29 Core Public Health 
30 Prevention 
31 Capacity Bu�ding and Capital 

1995 1996 1997 

-0.7 -3.4 -4.2
0 0 0
0 0 -0.3
0 -0.1 -0.1

-0.1 -0.1 -0.1
0 0 0

-2.4 -6.6 -10.2

0 0 66.7 

0 0 0.0 
0 0 1.3 
0 0 68:o 

0 0 0 
0 0 -1.4
0 0 0
0 0 -0.6
0 0 4.7

0 0 2.6
0 0 -1.6
0 0 -3.4
0 0 0.1
0 0.3 0.5
0 0 0.4 

0 -0.3 ·1,3

0 0 0.9 
0 0.1 0.1 
0 0.1 0.3 
0 0.1 0.1 
0 0.3 0.5 

1998 1999 2000 2001 2002 

-4.6 -5.0 -5.5 -5.9 -6.4
0 -1.2 -1.8 -1.9 -2.0

-0.6 -0.7 -0.7 -0.8 -0.9
-0.1 -0.1 -0.1 a a 

-0.1 -0.1 -0.1 -0.1 -0.1
0 6.2 14.4 15.7 17.5

-14.1 -14.7 -14:3 -21.1 · -28.9

95.4 105.3 116.8 129.3 142) 
- - • • • • - - • - Included in Line 12 - • - • • - - • • -

5.0 7.1 7.7 8.3 9.0 
3.3 5.2 6.9 8.4 9.9 

103.7 117.6 131.3 1◄6.1 161.6 

2.5 2.5 2.5 2.5 2.5 
-1.4 -1.7 -1.8 -1.9 -2.0
1.6 2.9 3.6 5.0 7.9 

-1.1 -1.1 -0.3 -0.3 -0.3
7.0 8.0 9.1 10.3 11.0 
3.9 5.8 6.4 6.6 6.8 

-2.4 -2.5 -2.6 -2.8 -2.9 
-4.9 -5.4 -5.9 -6.5 -7.2
0.1 0.1 0.1 0.1 0.1
0.5 0.5 0.5 a 0 
0.7 0.9 1.0 1.1 1.3 
s:1 10.0 12'.6 14J 17.2 

1.4 1.5 1.6 1.7 1.9 
0.1 0.1 0.1 0.1 0.0 
0.3 0.4 0.4 0.3 0.2 
0.1 0.1 0.1 0.1 0.0 
0.5 0.4 0.2 0.1 0.1 

2003 2004 

-7.0 -7.6 
-2.2 -2.3
-1.0 -1.0

0 0
-0.2 -0.2
19.7 21.5

-38.1 -48.4

157.3 172.3 

9.8 10.6 
10.8 11.3 

177.9 194.3 

2.5 2.5 

-2.0 -2.1
11.4 15.4 

-0.3 -0.3 
11.5 12.1 

7.2 7.5 
-3.1 ' -3.3 
-7.9 -6.7

0.1 0.1
0 0 

1.4 1.4 

20.8 24.6 

2.1 2.2 

0.0 0.0 
0.1 0.1 
0.0 0.0 
0.0 0.0 
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TABLE 1. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITHOUT MANDATE IN EFFECT 

(By fiscal year, in binions of dollars) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

32 OSHA and Workforce 0 0,3 0.4 0.3 0.3 0.2 0.2 0.1 0.1 0.1 
33 Supplemental Services 0 0.1 0.2 0.2 0.2 0.2 0.1 0.1 0.1 0.0 
34 Enabling Services 0 0.1 0.2 0.3 0.3 0.3 0.2 0.2 0.1 0.1 
35 National Health Service Corps (NHSC) 0 0.1 0.1 0.2 0.2 0.2 0.1 0.1 0.1 0.0 
36 Mental Health & Substance Abuse (CMMH&SA) 0 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.0 0.0 
37 SchoolClinics 0 0.1 0.2 0.3 0.4 0.4 0.3 0.2 0.1 0.1 
38 Indian Health Service 0 0.1 0. 1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 

Total• Public Health Initiatives 0 1.4 3.2 j_9 4.0 3,9 'j';S 3.0 2.8 2.9 

39 Social Security Benefits 0 0 0.2 0.5 0.9 0.9 0.9 o,9 0.8 0.6 

MANDATORY OUTLAY CHANGES -2.4 -4.9 11.1 24.7 33.4 41.3 39.2 39.0 37.9 35.9 I 

DISCRETIONARY OUTLAYS 

Health Programs 
40 Veterans' Programs 1.2 0.6 ·2.9 -1.8 -4.9 -5.1 -5.2 -5.4 -5.6 -5.6
41 Indian Health Supplementary Services 0.7 1.2 1.5 1.6 1.6 1.6 1.6 1.6 1.7 1.7
42 Misc. Public Health Service Grants • a 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1

Total Health Progr�ms .1.9 1,,8 -1.4 -3.1 -3.3 ·3.4 . -3.6, s3.7 ·3.9 -4.1

Administrative Expenses 
43 Administrative Costs 0.5 0.9 1.0 1.0 1.0 1.0 1.1 1.1 1.1 1.2 
44 Costs to Administer the Mandate 0 0 0 0 0 2.0 2.0 0 0 0 
45 Planning and Start-Up Grants 0.1 0.4 0.6 0.3 0 0 0 0 0 0 

Total Studies, Administrative E)(J)ehses 0.6 1_-,j·: t'.6 . .,, ,<y,1:3 1.0 3.0 3.1 , , 1.1 1.·1 1.2 

�tuQies, Re�tar�tl II! Qemoostralio□s 
46 EACH/MAF/Rurat Transition Demonstrations I 0.1 0.1 0.1 a a • • a • 

Total Studies·, Research, & Demonstrations • o: 1 0.1 : •; 0.1 • • • • I • 

DISCRETIONARY OUTLAY CHANGES 2.5 3.2 0.3 -1.7 -2.3 -0.4 -0.5 -2.6 -2.8 -2.9 I

TOTAL OUTLAY CHANGES 0.1 -1.6 11.4 2.2.9 31.1 40.9 38.7 36.3 35.1 33.0 
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TABLE 1. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITHOUT MANDATE IN EFFECT 

RECEIPTS 

(By fiscal year, in billions or donars) 

47 Increase in Tobacco Tax 
48 1.75% Excise Tax on Private Health Ins Premiums 
49 Addi Medicare Part B Premiums for High-

Income Individuals ($80,000/$100,000) 
50 Increase Excise Tax on Honow-Point Buffets 
51 Include Certain Service-Related Income in SECN 

Exel Certain lnven-Related Income from SECA 
a) General Fund Effect
b) OASOI Effect

52 Extend Medicare Coverage & HI Tax to All State 
and Local Government Employees 

53 Impose Excise Tax with Respect to Plans 
Failing to Satisfy Voluntary Contribution Rules 

54 Provide that Health Benefits CaMot be Provided 
thru a Cafeteria Plan/Flex Spend Arrangements 

55 Extend/Increase 25°/4 Deduction for Health 
Insurance Costs of Self-Employed Individuals 

56 Limit on Prepayment or Medical Premiums 
57 Non-Profit Health Care Orgns!Taxable Orgns 

Providing Health Ins & Prepd Health Care Svcs 
58 Trmt of Certain Ins Companies Under Sect 833 
59 Grant Tax Exempt Status to State lns Risk Pools 
60 Remove $150 Million Bond Cap on Non-Hospital 

501(cX3) Bonds 
61 Qualified Long-Term Care Benefits Treated as 

Medical Care: Clarify Tax Treatment of Long-
Term Care Insurance and Services 

62 Tax Treatment of Accelerated Death Benefits 
Under Life Insurance Contracts 

63 Increase in Reporting Penalties for Nonemployees 

1995 1996 

0.7 2.7 
0 3.5 

0 0 

0 -0.1
0 0.1

0 1.6

0 a 

0 0.5 

·0.5 -0.6

0 0 
• I 

I a 

0 a 

a a 

0 a 

1997 1998 1999 2000 2001 2002 

4.5 6.1 7.6 7.4 7.1 6.9 
6.1 7.1 7.7 8.4 9.1 9.9 

2.0 2.0 2.8 3.5 4.4 5.5 
• - - - • - • • • • Negligible Revenue Loss - • • • • • • - - -

-0.1 -0.1 -0.1 ·0.1 -0.1 ·0.1
0.2 0.2 0.2 0.3 0.3 0.3 

1.6 1.5 1.5 1.4 1.4 1.3

a a a • • a 

2.5 3.9 4.8 5.6 6.3 7.0 

-1.2 -1.3 -1 .4 -1.5 -1.6 -1.8
- - - - • - • - • • NegHgible Revenue Gain • • • • • - - • - -

- - - • • - • - • • Negligible Revenue Effect • - - • • · • • • -
0.1 0.1 0.1 0.1 0.1 0.1 

0 0 0 0 0 0 

a -0.1 -0.1 -0.1 -0.1 -0.2

-0.2 -0.3 -0.2 -0.3 -0.3 -0.3 

-0.1 ·O. 1 ·0.1 -0.1 -0.1 -0.1
a • a a • I 

2003 2004 

6.8 6.7 
10.8 11.7 

6.9 8.7 

-0.1 -0.1
0.3 0.3

1.2 1.2

a a 

7.7 8.5 

-2.0 -2.1

0.1 0.1 
0 0 

·0.2 -0.2

·0.4 -0.4

·0.1 .Q.1 
a a 

Continued 



TABLE 1. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITHOUT MANDATE IN EFFECT 

(By fiscal year, i1 binions of doUars) 

1995 

64 Post-Retirement MedicaUUfe lnstXance Reserves 
65 Tax Credit for Practitioners in Underserved Areas a 

66 Increase Expensing Limit for Certain Med Equip a 

67 Tax Credit for Cost of Personal Assistance Svcs 
Required by Employed Individuals 0 

66 Disclosure of Return Information to State Agencies 
69 Impose Premium Tax with Respect to Certain 

High Cost Plans 0 
70 Limit Exclusion for Employer-Paid Health Benefits 0 
71 Indirect Tax Effects of Changes in Tax Treatment 

of Employer & Household Health Ins Spending 0 

TOTAL RECEIPT CHANGES 0.1 

DEFICIT 

MANDATORY CHANGES -2.S

CUMULATIVE MANDATORY TOTAL -2.S

TOTAL CHANGES -0 

CUMULATIVE DEFICIT EFFECT -0 

SOURCES: Congressional Budget Office: Joint Committee on Taxation 

NOTES: 

1996 

-0.1
a 

a 

• 

0 

-0.5

7.1 

-12.0

-14.5

-8.7 

-8.8 

1997 1998 1999 2000 2001 2002 

- • - • • • - - - - Negligible Revenue Effect • - - - • - • • • -

-0.2 -0.2 -0.2 -0.2 -0.1 a 

a a a :a a • 

-0.1 -0.1 -0.1 -0. t -0. 1 -0.2
• • • - • - - - • - No Revenue Effect • • • • - • - • - -

0.9 2.2 3.3 6.1 9.5 12.5 
0 0 0 0 0 0 

-0.3 -0.7 -1.3 -2.0 -2.4 -3.0

15.7 20.2 24.5 28.3 33.4 37.8 

-4.6 4.5 8.9 13.0 5.8 1.2 

-19.2 -14.7 -5.8 7.2 13.0 14.1 

-4.3 2.7 6.6 12.6 5.3 -1.5

-13.1 -10.3 -3.7 8.9 14.2 12.7 

2003 

a 

8 

-0.2

16.0 
0 

-3.3

43.5 

-5.6

8.6 

-8.4 

4.4 

The figures in this table include changes in authorizations of appropriations and in Social Security that would not be counted for pay-as-you-go scoring under the Budget 
Enlorcement Act of 1990. 

Provisions with no cost have been excluded from this table. 

a. Less than $50 miftion.

2004 

:a 

-0.2

19.9 
0.9 

-3.7

s1.2 j 

-15.3

-6.7

-18.2

-13.8 



TABLE 2. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITH MANDATE IN EFFECT 

�By fiscal year, in billions of donars) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

MANDATORY OUTLAYS 

Med��i� 
1 Discontinued Coverage of Acute Care 0 0 -23.8 -35.6 -39.7 -44.4 -49.6 -55.2 -61.2 -67.6 
2 State Maintenance-of-Effort Payments 0 0 -18.5 -26.5 -28.7 -31.1 -33.6 -36.3 -39.3 -42.4

3 Disproportionate Share Hospital Payments 0 0 -8.8 -13.4 -14.8 -15.6 -18.8 -20.7 -22.9 -25.2"
4 Increase Asset Disregard to $4000 for Home and 

Community Based Services • a a a a • a 0.1 0.1 0.1
5 Offset to Medicare Prescription Drug Program 0 0 0.0 0.0 -0.7 -1.5 -1 .6 -1.9 -2.1 -2.3
6 Administrative Savings 0 0 -0.3 -0.5 -0.5 -0.6 -0.7 -0.8 -0.8 -0.9

Total• Medicaid I a -51.4 -76.0 -84.4 -93.2 -104.3 -1 f4·_5 -126.2 -138.3

Medicar� 
7 Part A Reductions 

Inpatient PPS Updates 0 0 -0.3 -1.6 -3.4 -5.6 -8.0 -10.7 -13.8 -17.4
Capital Reductions 0 -0.8 -1.0 -1.2 -1.6 -2.1 -2.2 -2.4 -2.7 -2.9
Disproportionate Share Hospital Reductions 0 0 -1.7 -2.1 ·2.3 -2.5 -2.8 -3.1 -3.4 -3.7
Skilled Nursing Facility Limits 0 -0.1 -0.1 -0.2 -0.2 -0.2 -0.2 -0.2 -0.3 -0.3
Long Term Care Hospitals I I -0.1 -0.1 -0.1 -0.2 -0.2 -0.3 -0.3 -0.4

Medicare Dependent Hospitals I 0.1 0.1 0.1 a a 0 0 0 0
Sole Community Hospitals a a • a a • I a a •

Part A Interactions a a 0.1 0.2 0.4 0.6 0.7 0.9 1.1 1.3
8 Essential Access Community Hospitals 

Medical Assistance Facility Payments 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Rural Primary Care Hospitals (RPCH) Pmts 0.1 0.1 0.1 0.1 0.1 0.2 0.2 0.2 0.2 0.2

9 Part B Reductions 
Updates for Physician Services -0.4 -0.6 -0.6 -0.7 -0.8 -0.8 -0.9 -1.0 -1.0 -1.1
Real GDP for Volume and Intensity 0 0.0 -0.3 -0.8 -1.6 -2.5 -3.3 -4.2 -5.3 -6.6 
Eliminate Formula Driven Overpayments -0.8 -1.0 -1.3 -1.8 -2.3 -3.2 -4.2 -5.5 -7.1 -9.1
Competitive Bid for Part 8 a -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.2 -0.2 -0.2 
Competitive Bid for Ctinical Lab Services I -0.2 -0.3 -0.3 -0.3 -0.4 -0.4 -0.5 -0.5 -0.6
Elimination of Balance Sifting 0 0.1 0.2 0.2 0.2 0.2 0.3 0.3 0.3 0.3
Laboratory Coinsurance -0.7 -1.1 -1.3 -1.4 -1.6 -1.8 -2.0 -2.3 -2.6 -2.9
Correct MVPS Upward Bias 0 0 0 0 -0.2 -0.6 -1.4 -2.6 -3.9 -5.5
Eye & Eye/Ear Specialty Hospitals a a • 0 0 0 0 0 0 0
Nurse PracVPhys Asst Direct Payment 0 0 0.1 0.2 0.3 0.3 0.4 0.5 0.6 0.7
High Cost Hospitals 0 0 0 -0.5 -0.8 -0.8 -0.8 -0.9 -1.0 -1.0
Durable Medical Equipment Price Reduction • a -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.2 -0.2
Permanent Extension of 25% Part 8 Premium 0 0.6 0.9 t.4 0.6 -1.0 -2.8 -5.0 -7.7 -9.8

Continued 



TABLE 2. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITH MANDATE IN EFFECT 

(By fiscal year, n billions of dollars) 

1995 1996 19917 1998 1999 2000 2001 2002 2003 2004 

10 Parts A and B Reductions 
Home Health Copayments (20%) -0.7 -3.4 -4.2 -4.6 -5.0 -5.5 -5.9 -6.4 -7.0 -7.6
Medicare Secondary Payer 0 0 0 0 -1.2 -1.8 -1 .9 -2.0 -2.2 -2.3
Home Health Limits 0 0 -0.3 -0.6 -0.7 -0.7 -0.8 ·9,9 -1.0 -1.0
Expand Centers of Excellence 0 -0.1 -0.1 -0.1 -0.1 -0.1 3 a 0 0
Extend ESRD Secondary Payer to 24 Months -0.1 -0.1 .o,. 1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.2 -0.2

11 Medicare Outpatient Prescription Drug Benefit 0 0 0 0 6.2 14.4 15.7 17.5 19.7 21.5
Total - Medicare -2.4 -6.6 -101.2 -14.1 -14.7 -14.3 -21.1 -28.9 -38.1 -48.4

�!.!QSiQi!:S 
12 Persons between 0-200'4 of Poverty berore Mandate 0 0 6Ei.7 95.4 105.3 116.8 129.3 33.1 0 0 
13 Persons between 0-200% of Poverty after Mandate 0 0 0 0 0 0 0 96.1 137.2 149.6 
14 Pregnant Women and Kids 0-300% or Poverty - - - - - - • - - - Included in Line 12 - - - • • • • - • -
15 Temporariy Unemployed 0 0 0.0 5.0 7.1 7.7 8.3 12.5 14.7 15.9 
16 Enrollment Outreach 0 0 '1,3 3.3 5.2 6.9 8.41 2.5 0 0 

Total - Subsidies 0 0 613.0 103.7 117.6 131.3 146.1 144.2 151 .9 165.5 

Othi:r Health Programs 
17 Vulnerable Hospital Payments 0 0 0 2.5 2.5 2.5 2.5 2.5 2.5 2.5 
18 Veterans' Programs 0 0 -1.4 -1.4 -1.7 -1.8 -1.9 -2.0 -2.0 -2.1
19 Home and Community Based Care 0 0 0 1.8 2.9 3.6 5.0 7.9 11.4 15.4
20 Life Care 0 0 -0.6 -1.1 -1.1 -0.3 -0.3 -0.3 -0.3 -0.3
21 Academic Health Centers 0 0 4.7 7.0 6.0 9.1 10.3 11.0 11.5 12.1 
22 Graduate Medical and Nursing Education 0 0 2.6 3.9 5.8 6.4 6.6 6.8 7.2 7.5
23 Medicare Transrer - Direct Medical Education 0 0 -1.6 -2.4 -2.5 -2.6 -2.8 -2.9 -3.1 -3.3
24 Medicare Transfer - lndrect Medical Education 0 0 -3.4 -4.9 -5.4 -5.9 -6.5 -7.2 -7.9 -8.7
25 Pubfic Health Schools; Dental Schools 0 0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
26 Women. Infants and Children 0 0.3 0.5 0.5 0.5 0.5 a 0 0 0 
27 Administration of Enroftment Outreach 0 0 0.4 0.7 0.9 1.0 1.1 1.3 1.4 1.4 

Total - Other Health Programs 0 0.3 1.3 6.7 10.0 12.6 14.1:. 17.2 20.8 24.6 

P..ublic Health lnjtlatj11e 
28 Biomedical and Behavioral Research Trust Fund 0 0 0.9 1.3 1.5 1.6 1.7 2.0 2.2 2.4 

29 Health Professions 0 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.0 0.0 
30 Core Public Health 0 0.1 0.3 0.3 0.4 0.4 0.3 0.2 0.1 0.1 
31 Prevention 0 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.0 0.0 

Continued 



TABLE 2. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITH MANDA TE IN EFFECT 

(By fiscal year, in billions of dollars! 

32 Capacity Building and Capital 
33 OSHA and Workforce 
34 Supplemental Services 
35 Enabling Services 
36 National Health Service Corps (NHSC) 
37 Mental Health & Substance Abuse (CMMH&SA) 
38 School Cijnics 
39 Indian Health Service 

Total - Public Health Initiatives 

40 Social Security Benefits 

MANDATORY OUTLAY CHANGES 

DISCRETIONARY OUTLAYS 

Health Pro9'ams 
41 Veterans' Programs 
42 Indian Health Supplementary Services 
43 Misc. Public Health Service Grants 

Total Health Programs 

Administrative Expenses 
44 Administrative Costs 
45 Costs to Administer the Mandate 
46 Planning and Start-Up Grants 

Total Studies, Administrative Expenses 

Stvdii:s. B�s�ac!ob D1:moas!rsiti120s, Q!bec 
47 EACH/MAF/Rural Transition Demonstrations 

To�al Studies, Research, Demonstrations, Oiher 

DISCRETIONARY OUTLAY CHANGES 

TOTAL OUTLAY CHANGES 

1995 1996 1997 

0 0,3 0.5 
0 0.3 0,4 

a 0.1 0,2 
0 0.1 0.2 
0 0.1 0.1 

a 0.1 0.1 
a 0.1 0.2 
0 0.1 0.1 

a 1.4 3.2 

0 0 0.2 

-2.4 ..C.9 11.0 

1.2 0.6 -2.9
0.7 1.2 1.5
• • 0.1

1.9 1.8 _,._ .... 

0.5 0.9 1.0 
0 0 0 

0.1 0.4 0.6 

0.6 1.3 1.l
f 

a 0.1 0.1 
a 0.1 o.r·

2.5 3.2 0.3 

0.1 -1.6 11.4 

1998 1999 2000 2001 2002 

0.5 0,4 0.2 0.1 0.1 
0,3 0.3 0.2 0.2 0.1 
0.2 0.2 0.2 0.1 0.1 
0.3 0.3 0.3 0.2 0.2 
0.2 0.2 0.2 0.1 0.1 
0.1 0.1 0.1 0.1 0.0 
0.3 0.4 0.4 0.3 0.2 
0.1 0.1 0.1 0.1 0.1 
3.9 4.0 3.9 3,5 3, 1 

0,5 0.9 0.9 0,9 0.9 

24.7 33.4 41.3 39.2 21.7 

-4.8 -4.9 -5.1 -5.2 -5.4
1.6 1.6 1.6 1.6 1.6
0.1 O. t 0.1 0.1 0.1 

-3.1 -3.3 _3.4' -3.6' -3'.7

1.0 1.0 1.0 1.1 1.1 
0 0 2.0 2.0 2.0 

0.3 0 0 0 0 
t:3 1.0 3'.0° 3.'.f '·3,1·

0.1 a a � • 
0:1 a a • a 

-1.7 -2.3 -0.4 -0.5 -0.6 

22.9 31.1 40.9 38.7 21.1 

2003 2004 

0.0 0.0 
0.1 0.1 
0.1 0.0 
0.1 0.1 
0.1 0.0 
0.0 0.0 
0.1 0.1 
0.1 0.1 
3.0 3,0 

0.8 0.8 

12.1 1.2 I 

-5.6 -5.8
1.7 1.7 
0.1 0.1

;3_9 •, -4, 1

1,1 1.2 
2.0 2.0 

0 0 
·3:1 3.2 

• a 

• • 

-0.8 ..o.9 I 

11.3 6.3 

Continued 



TABLE 2. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITH MANDATE IN EFFECT 

{Bt fiscal year, in billions of dollars) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

RECEIPTS 

48 Increase in Tobacco Tax 0.7 2.7 4.5 6.1 7.6 7.4 7.1 6.9 6.8 6.7 
49 1.75% Excise Tax on Private Hea!th !ns Premiums 0 3.5 6.1 7.1 7.7 8.4 9.1 10.4 11.5 12.4 

50 Addi Medicare Part 8 Premiums for High-
Income Individuals (S80,000/S100,000) 0 0 2.0 2.0 2.8 3.5 4.4 5.5 6.9 8.7 

51 Increase Excise Tax on Honow-Point Buaets • - - - • • - • - - NegHgible Revenue !Loss • - • - • • • - • -
52 Include Certain Service-Related Income in SECA/ 

Exel Certain lnven-Related Income from SECA 
a) General Fund Effect 0 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 --0.1 -0.1 -0.1
b) OASDI Effect 0 0.1 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.3

53 EKtend Medicare Coverage & HI Tax to AA State 
and Local Government Employees 0 1.6 1.6 1.5 1.5 1.4 1.4 1.3 1.2 1.2 

54 Impose Excise Tax with Respect to Plans 
Failing to Satisfy Voluntary Contribution Rules 0 a B a a a a a a a 

55 Provide that Health Benefits Cannot be Provided 
thru a Cafeteria Plan/Flex Spend Arrangements 0 0.5 �!.5 3.9 4.8 5.6 6.3 8.2 9.5 10.5 

56 Extend/Increase 25% Deduction for Health 
Insurance Costs of Self-Employed Individuals -0.5 -0.6 -·1.2 -1.3 -1.4 -1.5 -1.6 -1.8 -2.0 -2.0

57 Limit on Prepayment of Medical Premiums • • •• • - • - • - Negligible Revenue Gain - • - • • • • • • •
58 Non-Profit Health Care Orgns/Taxable Orgns 

Providing Health Ins & Prepd Health Care Svcs • • • • • • • • • • Negligible Revenue Effect • • • • • - • • • • 
59 Trmt of Certain Ins Companies Under Sect 833 0 0 10.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 
60 Grant Tax Exempt Status to Slate Ins Risk Pools a • 0 0 0 0 0 0 0 0 
61 Remove $150 Milfion Bond Cap on Non-Hospital 

501(c)(3) Bonds a II • -0.1 ·0.1 -0.1 -0.1 -0.2 -0.2 -0.2
62 QuaUied Long-Term Care Benefits Treated as 

Medical Care; Clarify Tax Treatment of Long-
Term Care Insurance and Services 0 a -0.2 -0.3 -0.2 -0.3 -0.3 -0.3 -0.4 -0.4

63 Tax Treatment of Accelerated Death Benerrts 
Under Life Insurance Contracts a I .. o. 1 -0.1 -0.1 ·0.1 -0.1 --0. 1 -0.1 -0.1

64 Increase in Reporting Penalties for Nonemployees 0 a a a a a a a a • 

Continued 



TABLE 2. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 
WlTH MANDATE IN EFFECT 

{Bl fiscal lear. in binions of doftars) 

1995 1996 Hl97 1998 

65 Post•ReUrement Mcdicavure Insurance Reserves - - - - - - - - - - Negligible RevenlN� Effect - - - - - - - - - -
66 Tax Credit for Practitioners in Underserved Areas • -0.1 -0.2 -0.2
67 Increase Expensing Limit for Certain Med Equip a a a • 

68 Tax Credit for Cost or Personal Assistance Svcs 
Required by Employed Individuals 0 a -0.1 -0.1

69 Disclosure of Return Information to State Agencies • - - - - - - - - - No Revenue Effect - - - - - - - - - -
70 Impose Premium Tax with Respect to Certain 

High Cost Plans 0 
71 Limit Exclusion for Employer-Paid Health Benefits 0 
72 Indirect Tax Effects of Changes in Tax Treatment 

of Employer & Household Health Ins Spending 0 

TOTAL RECEIPT CHANGES 0.2 

DEFICIT 

MANDATORY CHANGES -2.6

CUMULATIVE MANDATORY TOTAL -2.6

TOTAL CHANGES -0.1

CUMULATIVE DEFICIT EFFECT -0.1 

SOURCES: Congressional Budget Office; Joint Committee on Taxation 

NOTES: 

The budgetary treatment of mandatory premium payments is u,der review. 

a 0.9 2.2 
0 0 0 

-0.3 .. o.3 -0.7

7.3 15.7 20.2 

-12.2 -4.7 4.5 

-14.8 -119.5 -15.0

-8.9 -4.3 2.7 

-9.1 -113.4 -10.6

1999 2000 2001 2002 

-0.2 -0.2 -0.1 a 

a • a • 

-0.1 -0.1 -0.1 -0.2

3.3 6.1 9.5 10.2 
0 0 0 0 

-1.4 -2.1 -2.6 -11.1

24.4 28.3 33.2 29.1 

9.0 13.0 6.0 -7.4

-6.0 7.0 13.0 5.6 

6.7 12.6 5.5 -8,0

.J.9 8.7 14.2 6.2 

2003 

• 

• 

-0.2

11.2 
0 

-15.9

28.6 

-16.5

-10.9

-17.3

-11.1

The figures in this table include changes in authorizations of appropriations and in Social Security that would not be counted for pay-as-you-go scoring under the Budget 
Enforcement Act or 1990. 

Provisions with no cost have been excluded from this table. 

a. Less than $50 million.

2004 

• 

-0.2

14.7 
0.9 

-19.0

33.5 j 

-26.3

-37.3

-27.2

-38.3



TABLE 3. PRELIMINARY ESTIMATES OF THE STATE & LOCAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITHOUT MANDATE IN EFFECT 

(By fiscal �ear, in billions of dollars) 

1995 1996 19H7 1998 1999 2000 2001 2002 2003 2004 

OUTLAYS 

M1gli�ild 
1 Discontinued Coverage of Acute Care 0 0 -1i'.9 -26.7 -29.8 -33.3 -37.2 -41.4 -45.9 -50.7
2 State Maintenance-of-Effort Payments 0 0 rn.5 26.5 28.7 31.t 33.6 36.3 39.3 42.4 

3 Disproportionate Share and Vulnerable 
Hospital Payments a/ 0 0 '1.1 -0.8 -0.6 -0.5 -0.1 0.2 0.5 0.8 

4 Increase Asset Disregard to $4000 for Home and 
Community Based Services a a a a a a a ll a I 

5 Offset to Medicare Prescription Drug Program 0 0 0 0 -0.5 -1.1 -1.2 -1.4 -1.6 -1.7
6 Administrative Savings 0 0 -0.2 -0.4 -0.4 -0.5 -0.5 -0.6 -0.6 -0.7

Total• Medicaid • I 1.6 .. -1.4 -2.6 -4.3 -5-.4 -6.9 -8.3 -9.9

Admipistratiye Expenses 
7 Expenses Associated with Subsidies 0 0 3.6 5.1 5.5 6.0 6.5 7.1 7.7 8.3
8 General Administrative and Start Up Costs 0 0 1.0 1.1 1.1 1.2 1.3 1.4 1.5 1.6
9 Automob�e Insurance Coordination 0 0.3 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1

Total - Administrative Expenses 6 0.3 4.7 6.3 6.7 7.3 7.9 8:6 9.3 ·10.'tl

Pubfic Health Initiatives 
10 School Health Clinics .o 0.1 0.1 6.2 0.3 o:5 0.5 .0.5 0.3 .. :_ .0.2 

TOTAL OUTLAY CHANGES a 0.3 6.4 5.1 4.4 3.5 3.1 2.2 1.3 0,31 

RECEIPTS 

11 Revenue Conected for Subsidy Administration 0 0 3.6 5.1 5.5 6.0 6.5 7.1 7.7 8.3 

Total State Changes 0.3 2.8 -0.0 -1.1 -2.5 -3.4 -C.9 -6.4 �-•I 
SOURCE: Congressional Budget Office. 

a. The estimate assumes that slates will continue to provide some assistance to hospital·s serving disproportionately large numbers of uninsured or underinsured people.



TABLE 4. PRELIMINARY ESTIMATES OF THE STATE & LOCAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 

WITH MANDATE IN EFFECT 

(Bl fiscal rear. in billions of dollars) 

1995 1996 1997 1996 1999 2000 2001 2002 2003 2004 

OUTLAYS 

Mes!icaid 
Discontinued Coverage or Acute Care 0 0 -17.9 -26.7 -29.8 -33.3 -37.2 -41.4 --15.9 -50.7

2 Slate Maintenance-of-Effort Payments 0 0 16.5 26.5 28.7 31.1 33.6 36.3 39.3 42.4
3 Disproportionate Share and Vulnerable 

Hospital Payments a/ 0 0 1. 1 -0.8 -0.6 -0.5 -0.1 -5.0 -5.2 -5.5
4 Increase Asset Dis regard to $4000 ror Home and 

Community Based Services a a • a a a a a ll a 

5 Offset to Medicare Prescription Drug Program 0 0 0 0 -0.5 -1.1 -t.2 -1.4 -1.6 -1.7
6 Administrative Savings 0 0 -0.2 -0.4 -0.4 -0.5 -0.5 :o.6 -0.6 -0.7

Total - Medicaid a a 1.6 -1.4 -2.6 --1.3 -5.4 -12.1 -14.0 -16.2

Administratiye Expenses 
7 Expenses Associated with Subsidies 0 0 3.6 5.1 5.5 6.0 6.5 7.5 8.2 8.9 

8 General Administrative and Start Up Costs 0 0 1.0 1.1 1. 1 1.2 , 1.3 1.4 1.5 1.6 
9 Automobile Insurance Coordination 0 0.3 0.1 0.1 0.1 0.1 0.1 0.1 0, 1 0.1 

Total -Administrative Expenses 0 0.3 4,7 6.3 6.7 7.3 7.9 9.0 9.8 10.6 

Pub6c Health lnjtiatives 
10 School Health Clinics 0 0.1 0.1 0:2 0.3 o:s 0.5 0.5 0.3 o.i

TOTAL OUTLAY CHANGES • 0.3 6.4 5.1 4.4 3.5 3.1 -2.6 -3.9 -5.4 I

RECEIPTS 

11 Revenue CoUected for Subsidy Administration 0 0 3.6 5.1 5.5 6.0 6.5 7.5 8.2 6.9 

Total St.ale Changes a 0.3 2.8 -0.0 -1.1 -2.5 -3.4 -10.1 -12.1 -14.3

SOURCE: Congressional Budget Office. 

a. The estimate assumes that states wil continue to provide some assistance to hospitals serving disproportionately large numbers of uninsured or underinsured people.



Table 5. Health Insurance Coverage 
(By calendar year, in millions of people) 

1997 1998 1999 2000 2001 2002 2003 2004 

Baseline 

Insured 224 226 228 229 230 232 233 234 

Uninsured 40 40 ...iQ ..!1 42 43 � 44 

Total 264 266 268 270 272 274 276 278 

Uninsured as Percentage of Total 15 15 15 15 15 16 16 16 

Senator Mitchell's Proposal-Without Mandate in Effect 

Insured' 250 253 255 257 259 261 262 264 

Uninsured ..n ..n ..n � � � � 
Total 264 266 268 270 272 274 276 278 

Uninsured as Percentage of Total 5 5 5 5 5 5 5 5 

Senator Mitchell's Proposal-With Mandate in Effect 

Insured 250 253 255 257 259 274 276 278 

Uninsured --11 ..n ..n � ..ll _Q _Q 
Total 264 266 268 270 272 274 276 278 

Uninsured as Percentage of Total 5 5 5 5 5 0 0 0 

SOURCE: Congressional Budget Office. 

a. Includes people eligible ror coverage under the enrollment oweaeh provisions of the propo$31.



Table 6. Projections of National Health Expenditures 
(By calendar year, in billions of dollars) 

1997 1998 1999 2000 2001 2002 2003 2004 

Baseline 1,263 1,372 1,488 1,613 1,748 1,894 2,052 2,220 

Senator Mitchell's Proposal-Without Mandate in Effect 

Proposal 1,301 1,401 1,519 1,647 1,779 1,923 2,079 2,246 

Change from Baseline 38 29 31 33 31 29 27 25 

Senator Mitchell's Proposal-With Mandate in Effect 

Proposal 1,301 1,401 1,519 1,647 1,779 1,943 2,093 2,254 

Change from Baseline 38 29 31 33 31 48 41 34 

SOURCE: Congressional Budget Office. 
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MEMORANDUM 

TO: Hillary Rodbam Clinton August S, 1994 
FR: Chris Jennings 
RE: Effect of tbe Mitchell Proposal on Washington/Oregon 
cc: Melanne 

Yesterday you asked how Senator Mitchell's bill would affect the ability of states such 
as Washington and Oregon to proceed with their health reform plans. The following is a 
quick assessment based on several conversations with Senate staff. 

Background 

Senator Mitchell's bill gives authority to states to implement universal coverage before 
2002. States that want to move ahead of the universal coverage timetable laid out by the 
legislation may apply for expedited approval to do so through HHS and Labor. This authority 
will allow Washington, Oregon, and other states to overcome the ERISA (and Medicare and 
Medicaid) roadblocks that have prevented the enactment of comprehensive reform. At this 
time, according to Senator Leahy's and Senator Murray's office, Washington and Oregon seem 
to be supportive of the language that was included and hope to strengthen it further during the 
conference. (Ibey apparently feel it is the best they will likely get out of the Senate.) 

The "fast-track" authority largely removes ERISA as the main barriers to the 
enactment and financing of comprehensive reform in Oregon, Washington, and other states. 
The streamlined approval authority allows states to require employers to contribute to the 
health insurance of their employees. However, states are only allowed to mandate employer 
contributions that are consistent with the post-2002 federal requirements, and this restriction 
may require some changes in the Washington and Oregon plans. Washington state is largely 
consistent already: a 50-50 requirement with additional subsidies for firms with less than 25 
employees. However, the Mitchell bill provisions have a carve-out for small employers and 
has a lower community rated firm size pool (500), so the Washington plan may require 
modest modifications. Similarly, the Oregon employer requirements would likely have to be 
modified to become consistent with the federal requirements. 

Fast-track states would be required to provide a standard benefits package that meets 
the requirements specified in Mitchell's bill; it is not clear whether Oregon's prioritized list 
would be construed to be consistent with these requirements. (Although the administration 
bas already approved the Oregon Medicaid waiver, the acute care portion of Medicaid is 
largely repealed under the Mitchell bill, so the effect of that waiver on the Oregon plan is 
unclear). 



Finally, under Senator Mitchell's bill, reform-minded states would be required to 
"establish the subsidy program under this Act." It is not clear which subsidy program this 
refers to (pre- or post-mandate). This would likely require some change in Washington's and 
Oregon's legislation. Further analysis is needed to determine how much money this would 
require, and how much of this money the federal government would make available under the 
'budget neutral' provision of the fast-track authority. The fast-track authority is designed to 
be budget neutral for the federal government: the federal government would pay the state the 
an1ount of subsidies that would otherwise have been paid in subsidies for state residents (net 
of any estimated decrease in Federal revenues due to the state program). 

Conclusion 

Senator Mitchell's bill goes a long way to removing the major impediment to state 
level implementation of comprehensive health care reform -- ERISA. States may be 
required to make modest changes to their reform programs to comply with the requirements 
of Senator Mitchell's proposed fast-track authority. 

To reduce problems in this area, Senator Leahy, Senator Graham, Senator Murray, and 
others will attempt to expand the definition of "consistent'' as it relates to whether states have 
to change their current laws relative to the new Federal template. At this time, however, they 
appear to have concluded that the best course of action is to protect the language they now 
have and try to amend it in conference. (They fear a floor amendment might well jeopardize 
what they have.) John Hart and Intergovernmental Affairs are working directly with the 
states to make certain that these and other states agree with this strategy and he will keep us 
informed of any changes. 

p.s. The state of Hawaii should be very pleased with the language included in the Mitchell 
bill. It seems everything they need in order to go ahead with their planned 
modifications to their system. Lastly, a full analysis of the impact of Senator 
Mitchell's bill on Washington will be completed on Monday, August 8th and should it 
come to any inconsistent conclusion with this memo, we will forward it on to you at 
that time. 

, 



Why the Mitchell Bill Gets Us To Universal Coverage 

"The A1itchell bill continues to move toward universal coverage: let's understand that. 
Although he would go to 95%, the fact is he has a commission then that requires that they 

come back and ensure that all Americans will ultimately be covered." 

-Leon Panetta, White House Chief of Staff

Contrary to press reports, the Mitchell plan has a guaranteed path to universal coverage. 
Senator Mitchell's bill does not set 95% as a goal -- it sets 95% as a yardstick to measure 
how quickly we are heading toward universal coverage, and what other steps are then 
needed to finish the job. Under the Mitchell bill, the Congress does not rest until every 
American is covered. 

Voluntary measures and incentives 

Senator Mitchell's bill represents a compromise with moderates who believe that market 
incentives can lead the voluntary approach to dramatically increase coverage. A 
combination of discounts on insurance, new incentives for employers not now providing 
coverage, and the better rates that come with purchasing in big groups should increase the 
number ofemployers who provide insurance and the number of families who enroll. 

Fairer insurance laws and special subsidies for people out of work will mean that people 
won't have to worry about losing insurance when they change jobs or lose their job. 
Senator Mitchell believes -- and the Congressional Budget Office apparently agrees -­
that this combination of incentives and special protections will dramatically increase the 
number of Americans with insurance, extending coverage for more than 25 million 
people who don't now have coverage in four years. 

If total coverage does increase at this rate, we will clearly be heading at a fairly rapid 
pace toward full coverage. But just to make sure this is the case, the Cost and Coverage 
Commission will evaluate progress year by year, and make sure we finish the job. 

Trigger to a Mandate 

On January 15, 2000 the National Health Care Cost and Coverage Commission will 
determine whether the voluntary system has achieved 95% coverage. The charge of that 
Commission is universal coverage -- to evaluate our progress toward that goal, and to 
make recommendations for achieving it. lf95% is not reached, then a system of shared 
responsibility is automatically enforced, getting us to universal coverage. 

Additional Efforts Even If 95% Is Reached 

Even if 95% coverage is achieved, the Commission will still send Congress 
recommendations on how to insure the remaining uninsured. 

.) 



Every plan that goes to the Congress for consideration would have to show a certified 
pat!'i to universal coverage. All bills eligible for consideration must meet certification by 
the General Accounting Office that, "if implemented, the legislative proposals in such

bill would expand health care coverage to cover t/ze remaining uninsured 
population. "[Mitchell bill Sec. 10004 (2)] 

Incentives For States To Achieve Full <;overage On Their Own 

The bill also includes incentives for states that are ready to implement full coverage -­
states like Oregon and Washington -- to do so right away, with no federal barriers. This 
includes the option for states to implement single-payer systems if they so choose. Not 
only does the Mitchell plan allow states to achieve full coverage early; it rewards them 
financially if they do, by letting the states keep the federal savings to the Medicaid 
program. 

The Mitchell bill sets a clear, definable path to fuli coverage, and provides businesses, 
families, and states with incentives to cover everyone as soon as possible. 
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of the Rwandan Patriotic Front in the 
French-patrolled zone in southwest­
ern Rwanda. “No infiltration by any 
armed elements will be tolerated,” 
the Foreign Ministry said.] 

I
I

Searching for His Son

In the mob of fleeing refugees to-

emment officials and militia leaders 
whom the front considers responsible 
for the massacre of possibly hun­
dreds of thousands of Tutsi since ear­
ly April by the mostly Hutu Rwandan 

I
I

fired them.
It was impossible to enter Gisenyi 

to determine how many civilians 
have been killed in the town, the last 
major community to fall to the rebels 
of the Rwandan Patriotic Front. But 
Gisenyi was jammed with refugees, 
and some Rwandan Army troops 
were still there.

The front, dominated by the Tutsi 
ethnic minority, continued to reject 
international calls for a cease-fire 
and threatened to attack the “safe 
haven" in southwestern Rwanda 
where the French are protecting at 
least a million Hutu.

“Moving in is our ambition unless 
the French hand over the criminals,” 
a spokesman for the front, Maj. Wil­
son Rutiyisire, said in the capital, 
Kigali. The "criminals” are the Gov-

 5_
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At least 30 Rwandans were tram­
pled as they fled from Gisenyi.

ered with black dust. Further along in 
a confusion of garbage and people 
was the body of a boy who looked 
about 10 years old. In the pandemo­
nium it was impossible to know 
whether they had died from disease, 
or had been trampled to death, or had 
died of exhaustion: Nearby lay a pair 
of crutches. A tiny emaciated child 
sat at an open fire.

A French photographer, Charles 
Caratini, found at least 30 and per­
haps as many as 50 bodies, mostly 
children, who had been killed in a 
stampede about 300 feet from the 
border. Another photographer said 
two mortar shells had fallen on the 
Zairian side of the border about 5 
P.M. today, killing at least 20 refu­
gees, but it was not known who had whol Was firing- A find them,” he said. i

,**' " . . . . ..- / A 10-year-old’girl, Zuba, held the i

I

French officer was seriously wound- ” 2._
ed when a ricocheting bullet struck hand ofWenant Mpabnyanga.'so, and 

“cried as she told about having be- 
----------------------------------------------------- come separated from her parents. 

“I found her on the road and took 
her with me,” Mr. Mpabnyanga said. 

_2‘1 don’t know her.”
< Mr. Mpabnyanga was separated 
from his wife and three sons on Fri­
day afternoon. His daughter sat on 
the ground, shivering with malaria. 

Nearby, Sephine Nyiransengi- 
! mana, who was separated from her 

husband and 3-year-old daughter, sat 
on a volcanic rock, nursing her 6- 
week-old son. She has named him 
Niyonsenga, which means “to God I 
pray.” --------

“I said to myself, I will keep on 
praying to God,” she said. “1 will 
pray to God to save me during this 
war.”

were clogged with refugees. Like so another child.
much on this tumultuous day, it was “So many people have been killed 
impossible to know what the shooting on the road, 1 really have no hope to i 
was flhnnt nr whn was firino A __ ■■

* i Ji

him in the chest.
Even before this afternoon’s may­

hem, relief officials were staggering 
under the refugee burden.

“We fell absolutely exhausted and 
desperate,” Mr. Moumtzis, the Unit­
ed Nations spokesman, said earlier in 
the day. “Somehow we feel there is no 
end to it.”

When the Rwandan Patriotic Front 
began to move in on Gisenyi late 
Saturday night, the refugees began 
swarming toward the border, and by 
noon today more than 300,000 had 
crossed, bringing to nearly a million 
the number who have arrived here in 
the last five days, United Nations 
workers estimate.

“It is impossible to find enough 
camps for one million people,” Mr. 
Moumtzis said. “The land is volcan­
ic; we can’t drill for water. What are 
we going to do about latrines? It is an 
absolute nightmare. I don’t know how 
we are going to deal with it.”

Beyond Aid, a Cease-Fire

He said eight million gallons of 
water and at least 800 tons of food a 
day were needed, four times what the 
United Nations is providing for Sara­
jevo, he added.

But more than aid is needed, he 
said: the international community 
has to exert political pressure “for an 
immediate and unconditional cease­
fire.”

Though Mr. Moumtzis was careful 
to say that "we blame both sides” for 
continuing the war, it has become 
increasingly clear that it is primarily 
the R.P.F. that has chosen to continue 
the war, and it is the front’s advances 
that are pushing the refugees into 
Zaire.

“It is difficult to understand” why 
the front continues to advance, Mr. 
Moumtzis said.

Another United Nations official, 
speaking on the condition of anonym­
ity, was more direct. “There is no 
need for the R.P.F. to keep fighting,” 
he said. “They’ve got the country. 
They are giving credence to the 
charges that they want to force all the 
Hutu out of the country, that they 
want the iancTto resettle Tutsi.” Vir­
tually all of the refugees here are 
Hutu.

In Goma today, three mortar shells
landed near the airport, but it was not
known who had fired them.

(The United Nations suspended its
emergency airlift to Goma, Reuters 
reported from Paris, quoting a day, jean Damascene Kamyamu- 
French television report. handa held up a stick with a piece of
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By RAYMOND BONNER
Special to The New York Times

GOMA, Zaire, July 17 — A day that
began jn desperation and chaos
turned into one of panic and death, as
the rebels who control most of Rwan­
da advanced toward the border with
Zaire, and terrified refugees stam­
peded, killing at least 30.

At midafternoon, rebel mortar
shells began exploding in Gisenyi, in
northwestern Rwanda, where refu­
gees had jammed the border crossing 
hoping to escape the civil war. 

The number of refugees crowding
Goma was estimated at nearly a mil­
lion today, severely straining intema-
uopal relief efforts.

'‘Within 48 hours, I am afraid we
are going to have hundreds of people 
dying daily,” said Panos Moumtzis, a
spokesman for the United Nations
High Commissioner for Refugees.

As they ran along dusty roads and
across fields on the shore of Lake
Kivu, the fleeing refugees raised a j
choking dust. The air was filled with
the cacophony of crying children —
crying from pain, from lack of food,
from fear, from simple exhaustion.
Many refugees have been on the run
for more than a week.

Here and there were piles of auto­
matic rifles, abandoned by fleeing 
soldiers of the Rwandan Army. The
scrambling refugees stumbled over
live hand grenades. Many soldiers
were taking off their uniforms. Hun­
dreds rode atop trucks.

In a field just off the road from the
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French television report. l._’.L_ ..J.- 1-1. ..I.:.  
[The report also said there had paper on the end of it on which he had 

been several clashes during the day written that he was offering a reward 
between French troops and members for anyone who could locate his son. 

"His name is Gasore, the handwrit­
ten note said. “He is 8 years old.”

Mr. Kamyamuhanda, a farmer, 
who has been on the run from advanc­
ing rebel forces for more than a week, 

, _  son on
rounds lit up the sky and there was Saturday evening. On Friday he had 
heavy shooting on the streets, which become separated from his wife and

iI Kivu
r




