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MEMORANDUM

PLEASE DO NOT DISTRIBUTE

January 2, 1995

^e^S^at^Ve Packa£e

I

TO:
FR:
RE: 
cc:

As of now, in order to keep his options open and to protect the Democratic 
"Medicare edge," Senator Daschle's bill will NOT include a specific financing package.

Attached is a 2-page summary of the major provisions of the Senate Democratic 
Leader's bill. One provision worth noting that is NOT in the summary states: "Nothing in 
this Act shall be construed as prohibiting States from enacting health care reform measures 
that exceed the measures established under this Act..." Senator Daschle will get more specific 
later, but this one provision raises many questions, including but not limited to the touchy 
ERISA issue.

Senator Daschle intends to challenge the Republicans to act immediately on his bill. 
He will suggest there should be broad, bipartisan consensus on this bill, since most of the 
provisions can be found in both Republican and Democrat proposals from the previous 
Congress. Senator Daschle will apparently call on Republicans to pass this "downpayment" 
bill within the first 100 days of the 104th Congress and then invite them to hammer out 
agreements on the more contentious issues that he will say must still be addressed.

Senator Daschle's staff report that the Senator is introducing this bill "to send a signal 
that Democrats do not intend to retreat from their commitment to reforming the health 
system." The health reform initiative will be purposely small in size (probably around 100 
pages) and scope (probably just 4 titles). It will be a Daschle, not an Administration, bill.

There is no doubt that the press and the Hill will be asking Administration 
representatives questions about how we feel about the Daschle bill. Some reporters may 
suggest that the new Leader is preempting the President, much like they said Gephardt did 
with his tax cut press conference. We will need to come up with a common set of talking 
points/Q's&A's. Laurie McHugh is working on such a draft that we plan on circulating 
tomonow. If you have any questions, please call Jennifer Klein (6-2599) or me (6-5560).

On Wednesday, January 4th, Senate Democratic Leader Daschle will introduce a 
health reform bill as part of his Leadership legislative package (S. 6-10). His bill, the 
Family Health Acccss^an^ XfferdaViliity 'Act, has not yet been finalized. However, 

it seems clear that its insurance reforms, kids and unemployed subsidies, and 100 percent tax 
deduction for the self-employed will fit within the "first steps" vision the President outlined 
in his December 27th letter to the Congressional Leadership.

Distribution
Chris Jennings CJ
Impending Health Reform Bill Introduction by Senator Daschle
Carol Rasco, Bob Rubin



THE FAMILY HEALTH ACCESS AND AFFORDABILITY ACT

INSURANCE REFORMS include:I.

♦

♦

*

*

♦

Grants to States to Establish Purchasing Cooperatives.*

Establishment of Health Care Cost and Access Advisory Commission.*

EXPANDED COVERAGE and ASSISTANCE TO SMALL BUSINESS:II.

♦

Standards for Quality Assurance and Consumer Protection. Would require 
that HHS Secretary establish minimum guidelines for states to implement; 
(these would include such things as quality/consumer satisfaction report cards.)

Guaranteed Issue and Renewability for Small Businesses and Individuals: 
Insurers would be prohibited from turning down any small business (that has 
1-50 employees) or individual who wishes to buy or renew insurance.

Experience Rating Phased Out for Small Business (1-50 Employees) and 
Individuals: Insurers would be prohibited from charging sick people more 
than healthy people (this prohibition would be phased in over 3 years), 
although premiums could vary by age, family type, and geography.

Portability: Would prohibit use of pre-existing condition exclusions for 
those changing insurance (usually through job switches) and would severely 
limit such exclusions for those newly purchasing insurance; (this reform would 
be applied to all plans, including self-insured plans offered by large business).

Insurance for Children would be provided through subsidies on a sliding 
scale basis up to 240 percent of poverty ($35,500 for a family of four); the 
subsidy would be linked to the value of a standard FEHBP Blue Cross benefit 

package.

These reforms, like any insurance reforms, would result in losers as well as winners. 
For example, the attempt to provide desirable protections to the individual market as well as 
the group market is likely to raise premiums for small businesses. This disruption and/or 
fear of this dispruption can be expected to attract oppostion from small businesses and the 
insurance industry — although the Dole bill had similar provisions last year. (This disruption 
could be minimized if the higher cost of insuring individual purchasers were spread to larger 
businesses as well, albeit with significant oppostion from this influential community. 
Alternatively, the individual market could be dropped from the reforms altogether.)

Lifetime Limits Prohibition: Would prohibit lifetime limits on benefits for 
both insured and self-insured plans, although limits on the scope and durations 
of particular services are permitted.



♦

♦

III.

♦

♦

♦

♦

IMPROVING ACCESS TO RURAL HEALTH CAREIV.

♦

*

Privacy Protections assured through establishment of rules for provider and 
health plan access to medical data that ensures patient confidentiality.

The combination of these subsidies would expand coverage signficantly for politically 
appealing populations of Americans. The kids benefit, however, would encourage some 
employers to drop dependent coverage (particularly for low income workers) under the 
assumption that these employees' children could qualify for subsidies for their children. (The 
dropping problem could be mitigated by lowering the thresholds for subsidy eligibility and 
prohibiting employers from discriminating against low income workers.)

Higher Profile/Priority for Rural Health would be secured through 
establishment of Assistant Secretary for Rural Health within HHS and through 
grants for rural telemedicine and other innovations.

Fraud and Abuse Prevention would be improved though establishment of a 
joint HHS-Justice Deptartment health care fraud & abuse prevention program.

Insurance for the Temporarily Unemployed would be provided for six 
months for those who had lost their insurance when they became unemployed; 
the benefit would be provided through subsidies on a sliding scale basis up to
240 percent of poverty and, like the kids subsidy, would be linked to the value 
of a standard FEHBP Blue Cross benefit package.

Medical Malpractice Reform would be achieved through limits on attorney 
contingency fees, periodic payment of awards, allocation of punitive damage 
awards to help fund efforts to improve quality of care, and through the use of 
state-based alternative dispute resolution systems.

Additional Anti-Trust Clarification would be required to be provided from 
Justice Dept, and FTC for safe harbors for rural providers.

Virtually all of these provisions were included, in some respect, in the Health Security 
Act, the Mitchell bill, the Mainstream bill, and the Dole bill. The Republican initiatives went 
further in their medical malpractice provisions, however (e.g., caps on damage awards).

Administrative Simplification would be achieved by adoption of HHS 
guidelines to standardize health care financial and administrative transactions.

QUALITY AND CONSUMER PROTECTION: ADMINISTRATIVE
SIMPLIFICATION, FRAUD AND ABUSE, and MALPRACTICE REFORM

Self-Employed Tax Credit would be reinstated to assist small businesspersons 
to purchase health insurance; the credit would be phased up to 100 percent by 
1999.



*
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THE WHITE HOUSE

WASHINGTON

December 27, 1994

Dear Newt:

Sincerely,

While we could not achieve broad-based agreement on a health 
reform initiative last year, there can be little disagreement 
that we still face the enormous problems of increasing health 
care costs and decreasing coverage. We need to confront these 
problems on a bipartisan basis and address the insecurities that 
too many Americans have about their health care. I am writing 
to reiterate my strong desire to work with you in this regard.

I remain firmly committed to providing insurance coverage for 
every American and containing health care costs for families, 
businesses, and Federal, State, and local governments. In the 
upcoming session of Congress, we can and should work together to 
take the first steps toward achieving these goals. We can pass 
legislation that includes measures to address the unfairness in 
the insurance market, make coverage more affordable for working 
families and children, assure quality and efficiency in the 
Medicare and Medicaid programs, and reduce the long-term Federal 
deficit.

The Honorable Newt Gingrich 
House of Representatives 
Washington, D.C. 20515

We look forward to talking with you in the upcoming weeks 
about a bipartisan effort to deliver health care reform to the 
American public. Hillary and I send our best wishes for a safe 
and happy holiday season.
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THE WHITE HOUSE

WASHINGTON

December 27, 1994

Dear Tom:

Sincerely,

While we could not achieve broad-based agreement on a health 
reform initiative last year, there can be little disagreement 
that we still face the enormous problems of increasing health 
care costs and decreasing coverage. We need to confront these 
problems on a bipartisan basis and address the insecurities that 
too many Americans have about their health care. I am writing 
to reiterate my strong desire to work with you in this regard.

I remain firmly committed to providing insurance coverage for 
every American and containing health care costs for families, 
businesses, and Federal, State, and local governments. In the 
upcoming session of Congress, we can and should work together to 
take the first steps toward achieving these goals. We can pass 
legislation that includes measures to address the unfairness in 
the insurance market, make coverage more affordable for working 
families and children, assure quality and efficiency in the 
Medicare and Medicaid programs, and reduce the long-term Federal, 
deficit.

We look forward to talking with you in the upcoming weeks 
about a bipartisan effort to deliver health care reform to the 
American public. Hillary and I send our best wishes for a safe 
and happy holiday season.

The Honorable Thomas A. Daschle 
United States Senate
Washington, D.C. 20510



THE WHITE HOUSE

WASHINGTON

December 27, 1994

Dear Bob:

Sincerely,

Avu

We look forward to talking with you in the upcoming weeks 
about a bipartisan effort to deliver health care reform to the 
American public. Hillary and I send our best wishes for a safe 
and happy holiday season.

I remain firmly committed to providing insurance coverage for 
every American and containing health care costs for families, 
businesses, and Federal, State, and local governments. In the 
upcoming session of Congress, we can and should work together to 
take the first steps toward achieving these goals. We can pass 
legislation that includes measures to address the unfairness in 
the insurance market, make coverage more affordable for working 
families and children, assure quality and efficiency in the 
Medicare and Medicaid programs, and reduce the long-term Federal 
deficit.

While we could not achieve broad-based agreement on a health 
reform initiative last year, there can be little disagreement 
that we still face the enormous problems of increasing health 
care costs and decreasing coverage. We need to confront these 
problems on a bipartisan basis and address the insecurities that 
too many Americans have about their health care. I am writing 
to reiterate my strong desire to work with you in this regard.

The Honorable Robert Dole 
United States Senate
Washington, D.C. 20510



THE WHITE HOUSE

WASHINGTON

December 27, 1994

Dear Dick:

Sincerely,

The Honorable Richard A. Gephardt
House of Representatives
Washington, D.C. 20515

While we could not achieve broad-based agreement on a health 
reform initiative last year, there can be little disagreement 
that we still face the enormous problems of increasing health 
care costs and decreasing coverage. We need to confront these 
problems on a bipartisan basis and address the insecurities that 
too many Americans have about their health care. I am writing 
to reiterate my strong desire to work with you in this regard.

We look forward to talking with you in the upcoming weeks 
about a bipartisan effort to deliver health care reform to the 
American public. Hillary and I send our best wishes for a safe 
and happy holiday season.

I remain firmly committed to providing insurance coverage for 
every American and containing health care costs for families, 
businesses, and Federal, State, and local governments. In the 
upcoming session of Congress, we can and should work together to 
take the first steps toward achieving these goals. We can pass 
legislation that includes measures to address the unfairness in 
the insurance market, make coverage more affordable for working 
families and children, assure quality and efficiency in the 
Medicare and Medicaid programs, and reduce the long-term Federal 
deficit.



Business will spearhead 1 
_' Health Reform II ’

----------------------------- — .. v

It didn’t have to be that way. Mr. The Clinton administration, rec- 
Clinton’s iihpassioned plea for ognizing the threat of business op-

I

I
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by the federal Employment Re­
tirement Income Security Act, or 
ERISA, which exempts self­
insurers, who cover 50 percent to 
60 percent of all workers, from 
state regulation.

lb achieve economy of scale, the 
states need to cover everyone, and 
several of them are pressing Con­
gress for waivers from ERISA.

The prospect of increased state 
activity in health care alarms 
many, especially multistate corpo­
rations and insurers. And yet, de­
spite the magnitude of the health 
care dilemma, an overwhelming 
consensus in favor of reform and 
a strong prejudice in favor of fed­
eral pre-emption, the Clinton ad­
ministration bungled health care 
reform into a political disaster for 
itself and the Democrats.

health care reform before a joint 
session of Congress ».n Sept. 22, 
1993, fell on receptive ears. Ac­
cording to a subsequent Gallup 
Poll, 56 percent of the American 
people supported the president’s 
plan, while only 24 percent op­
posed it.

position to its health care initia­
tive, tried to buy off large 
corporations, many of which must 
pay health costs of large groups of

Forming a coalition
Equally energized were the 

618,000 members of the National 
Federation of Independent Busi­
ness Inc. “It was the biggest issue 
for our members in decades,” says 
NFIB’s Mark Isakowitz. “They be­
came very engaged. Many re­
sponded to our action calls several 
times over. It was really quite ex­
traordinary.”

NFIB, the U.S. Chamber of 
Commerce, NAM, the Business 
Roundtable and about 30 other 
groups opposed to the Clinton plan 
formed an ad hoc Coalition for 
Jobs and Health Care, which

questions about the impact on 
small businesses, saying she could 
not accept responsibility for “ev­
ery underfunded entrepreneur in 
America.”

When the 1,364-page Clinton 
blueprint finally appeared, it 
looked like a cross between a So­
viet five-year plan and an engi­
neering schematic for the 'R-ident 
nuclear submarine. It was, says 
Mike Russell of the Christian Co­
alition, “a byzantine nightmare of 
layer upon layer of government bu­
reaucracy.”

An extraordinary alliance of 
business, insurance and conserva­
tive groups coalesced to block the 
administration’s plan. Between the 
appearance of the plan in Novem­
ber 1993 and the elections a year 
later, these groups energized 
grass-roots action on a level rarely 
seen, if ever.

pened?
For her part, the first lady only 

aggravated the business commu­
nity’s concerns. She dismissed

everyone.
Aided by Ira Magaziner, the 

White House’s chief adviser on 
health care, the first lady cdn- 
vened an ad hoc task force of 500 
policy advisers who met privately 
to plot a revolution in health care. 
But the secrecy alarmed business 
— any universal health coverage 
scheme clearly would be expen­
sive, and there was a widespread 
presumption that whatever plan 
emerged would saddle businesses 
with the tab.'

Occasionally, Mr. Magaziner 
emerged from the Old Executive 
Office Building to allay business 
anxiety. “We met with them sev­
eral times, and Magaziner assured 
us the problems would be worked 
out,” says Sharon Canner of the 
National Association of Manufac­
turers (NAM). “But it never hap- 

retirees.
“Early on they offered a federal 

takeover of health care costs for 
retirees as a sweetener,” says 
NAM’s Ms. Canner. “But as the 
thing progressed and we saw other 
parts of the plan, any support 
among our members evaporated.”

“We have had a task force work­
ing on this for three years,” says 
Johanna Schneider of the Busi­
ness Roundtable, which speaks for 
220 of the nation’s largest corpora­
tions. “We want reform, but like 
most groups we want to see it built 
on the existing system. We have

By Hank Cox
THE WASHINGTON TIMES

President Clinton's health care 
plan may have died last year, but 
that doesn’t mean reform is dead.

In fact, a number of free-market 
reforms that would have been con­
sidered radical only a few years 
ago are going to be actively pro­
moted to the new Republican-led 
Congress. And, ironically, some of 
the toughest lobbyists for reform 
will be the same groups that 
blocked the Clinton plan.

The pressure for reform will 
come from business. The key issue 
is still the rising cost of medical 
care. Although the cost of care 
rose only 7.8 percent in 1993, the 
third-lowest increase in the last 33 
years, it still was well above the 
rate of inflation.

As the nation’s primary pur­
chaser of health insurance, busi­
ness feels the burden most keenly. 
A typical company spends an 
amount equal to half of its annual 
earnings on health insurance for 
employees and retirees. Many em­
ployers, especially smaller ones, 
cannot afford the cost.

Meanwhile, the number of citi­
zens without health insurance con­
tinues to increase, workers still 
cannot take health insurance from 
one job to another and people with 
pre-existing conditions often can­
not get insurance.

Simultaneously, a trend of in­
creasing state involvement in 
health care confronts multistate 
employers and insurers with an 
administrative nightmare of con­
flicting state requirements, creat­
ing demand for a federal program 
to pre-empt the states.

At least 34 states now require 
insurers to accept any small group 
that applies for coverage, and 17 
states prohibit wide variations in 
premiums linked to age or health 
status. Though some insurers ac­
cept these requirements, there is 
more resistance to laws enacted in 
at least 25 states that are deemed 
obstacles to managed care.

But the big problem lies with a 
few states, such as Washington, 
Oregon, Minnesota, Massachu­
setts, Connecticut, Florida and Ha­
waii, which either have adopted or 
are considering more far-reaching 
health plans. Currently, they are 
blocked from imposing compre­
hensive statewide health schemes <

Whose plan is it?
But that support began to evap­

orate two months later when the 
public finally got a look at the plan.
Part of the problem was that, from
the outset, health care reform had 
been the first lady’s pet project, 
not die president’s, and Hillary
Rod.iam Clinton was determined
to launch a comprehensive nation- ________ ________
wide health reform plan covering established principles for reform 

and the Clinton plan did not meet 
them.”

After consulting its member­
ship, the U.S. Chamber of Com­
merce added its opposition. More 
than 40,000 of its 220,000 members 
replied to a chamber survey, an ex­
traordinary response reflecting 
the deep business concern about 
health reform.

“Their message was clear, di­
rect and unequivocal,” says cham­
ber President Richard Lesher. 
“They said, no bureaucracy, no 
mandates and no hurry.” Mobiliz­
ing its Grassroots Action Informa­
tion Network and its more than 
3,000 state and local affiliated 
chambers, the chamber launched 
an aggressive campaign to kill the
Clinton plan.

Old enemies 
of Clinton’s 
plan in lead



GOP’s Barbour gets bipartisan praise
By Ralph Z. Hallow Al 
THE WASHINGTON TIMES I) | Put excitement into listless party

see BARBOUR, page AJO

BARBOUR Tbny Coelho, the Democrats’

cans around the country to hold When it gradually 
town meeting-style sessions with Republicans that th<

letting Republicans wander 
around listlessly contemplating

III

greeted with skepticism, even sus­
picion, the Barbour idea of send­
ing traveling teams of Republi- 

ate and Newt Gingrich and Dick 
Armey in the House. He managed

adds.
When Mr. Barbour won election 

on the third ballot in a five-way 
race for chairman in January 
1993, few in either party had great 
expectations for him. But at 47, he 
has demonstrated an ability to go 
beyond the traditional grip-and- 
grin role of chief fund-raiser and 
occasional mouthpiece for the 
party line.

As a result, veteran profession­
als in both parties say, the affable, 
slightly chubby GOP chairman 
worked on several fronts to help 
his party win both houses of Con- 
gress, 30 governorships, 24 state 

local GOP activists and supporters 
of Ross Perot to discuss crime, 
health care and many other issues.

But they concluded that he was 
not trying to use the national fo­
rums to sneak his own ideas into a 
premature rewriting of the GOP 
platform but rather to rekindle the 
loya'iy of GCi vuiei s and win over 
— or back — the Perot voters for 
the 1994 elections. Even Demo­
crats came to admit it worked.

“That’s another thing that made 
him great — he pays attention to 
the grass roots of the party,” Mr. 
Wilhelm says. “He cares about 
building a party at the grass-roots 
level. He devotes resources to it. 1 
respect him for that.”

Mr. Barbour also managed to 
keep united the disparate ele­
ments in the GOP coalition of pro 
and anti forces on such issues as 
abortion and gun control.

“ They had some very difficult 
intraconservative challenges to 
deal with,” Mr Mellman says. 
"How do you hold the Wall Street 
and Christian Coalition factions to­
gether? The small number of pro­
choice and the very large number 
of pro-lifers hold together? Haley

pened to Republicans in ’92, losing 
the White House for the first time 
in 12 years and again failing to take 
the House and Senate, ’92 was a 
major setack,” Mr. Mellman says. 
“He did a great job of very quickly 
reinvigorating the party and not 

did a good job of keeping the lid on 
what is by its nature a pretty frac­
tured coalition.”

Democrats searching for a new 
party chairman have found a lead­
ership model in none other than 
the Republicans’ Haley Barbour, 
who contribute'! far more tQ their 
election defeat than would be ex­
pected from a party executive.

“He is one of the best chairmen 
the Republicans ever had,” Demo­
cratic campaign consultant Mark 
Mellman says. “He understands 
message and campaign, and he 
knows when to take risks and he 
did take risks.

“He went out and borrowed 
some money. And he put it to good 
use. I’m sorry to say" Mr. Mellman

From page Al
David Wilhelm, who resigned as 
Democratic national chairman 
after the elections.

Most agree that Mr. Barbour 
made his mark on three fronts: 
message, messenger, money.

First came the message. Mr. 
Barbour set out from the day of his 
election to reverse the image the 
GOP had acquired in the years of 
the Bush presidency: standing for 
nothing very much different from 
what the Democratic Party stood 
for.

He announced that the GOP 
would have to be the party of ideas 
once again and that it was the con­
servative party in America.

“The first thing he did was en­
courage us to be partisan enough 
to define ourselves — to be dif­
ferent enough from the Demo­
crats,” says retiring Sen. Malcolm 
Wallop, Wyoming Republican. "He 
persuaded us not to compromise 
the successes we had gained on 
health care.

“Most important is that Haley 
has been able to portray the ideo­
logical distinctions between Re­
publicans and Democrats,” Mr. 
Wallops says.
^iut it’s Democrats who are the

dawned on 
icy had the 

makings of a historic rout of the 
opposition but not enough money 
to fuel it, Mr. Barbour decided to 
put the RNC in debt and traveled 
the country raising more money.

“Republicans had more com­
petitive races than ever before and 
not enou^a money,” says Mr. Wal­
lop. "It was hard to persuade con­
tributors to give to Republicans 
when the Democrats had both 
houses and the White House. He 
persuaded them it was worth the 
gamble.”

“The RNC borrowed $5 million 
from Signet bank,” Mr. Barbour 
recalls. "I said when the dice are 
hot, you got to bet the ranch. 
TUrned out we were right. You 
could not with a good conscience 
let candidates miss their opportu­
nities because the party couldn’t 
carry its financial share.”

At the same time, Mr. Barbour 
propped up a weak-sister 
camapign committee for House 
candidates — the National Repub­
lican Congressional Committee. 
"He pulled us out of the fire when 
we were in trouble,” NRCC Com­
munications Director Dan Leon­
ard recalls. “And when we got our 

their disgrace.
“He got some level of excite­

ment in a party that should have 
been very dispirited. Very quickly 
they had energy and enthusiasm 
again, because of Barbour,” Mr. 
Mellman says.

Operatives in both parties say 
Mr. Barbour’s ability as messen­
ger lay in a disarming folksiness. 
He would cut a Democratic oppo­
nent’s ideas down without making 
it personal, even as the bitterness 
of this year’s campaigns ap­
proached epic proportions.

“We’d appear on TV shows to­
gether, and over time, my respect 
for him grew. I hope his respect for 
me did, too,” Mr. Wilhelm says.

“Barbour mopped the floor with 
Wilhelm and [Tbny] Coelho,” says 
Ed Gillespie, policy director for 
House Majority Leader-elect Dick 
Armey.

senates and 25 state houses in the 
Nov. 8 elections.

Political professional agree that 
party chairmen aren’t by nature or 
job description risk-tekers. Yet 
Mr. Barbour dived into the middle 
of fractious party disputes over 
policy and strategy.

On hot issues like health care 
and crime, fellow Republicans and 
admiring Democrats say he 
played the honest broker among 
competing GOP factions and 
elected power-weilders like Bob 
Dole and Phil Gramm in the Sen­

feet back on the ground, we 
worked as equal partners in the 
congressional elections.”

“The RNC put $5.2 million di­
rectly into House races — hard 
cash out the door,” says RNC Ex­
ecutive Director Scott Reed. “It 
was the first time the national 
committee ever spent anything 
like that on House races.”

"In the past this committee 
[NRCC] has gone it alone on House 
races,” Mr. Leonard says. “We 
couldn’t have had the year we had 
without a coordinated effort by the 
RNC and us.”

But the ability to sweep the 
board on Nov. 8 would take more 
than borrowing from a bank.

“Haley recognized in June or 
July that we would need more 
money,” Mr. Reed says. “He got 
Dole and Gingrich committed to 
set up a national finance commit­
tee which had the three of them 
flying around raising more than 
$9.5 million, which allowed the 
RNC to supplement all its cam­
paign operations.”

The Dole-Gingrich-Barbour 
committee had up to 18 meetings 
around the county with groups of 
chief executive officers.

“We contributed to every one ot 
the 73 [GOP] challenger and open­
seat candidates who won,” Mr. Bar­
bour said.

first to acknowledge in Mr. Bar- Tbny Coelho, the Democrats’ 
hour the messenger and message designated hitter on the talk-show 
combined with near perfection. circuit during the campaign, ac- 

“Whenyou consider what hap- knowledges the concern with 
which he and his fellow Democrats 
approamed a forensic outing with 
the GOP chairman.

“It became a major issue for us 
as to who was going to go on [tele­
vision] with Haley, because he was 
that effective,” Mr. Coelho recalls. 

Mr. Schweitzer notes, “I ap­
peared opposite him on radio and 
watched him on TV every time he 
went head to head with Wilhelm 
and others. He’s good. He made his 
case directly and in a folksy man­
ner — his phrases like ‘running 
away like a scalded dog’ were 
catchy.”

Mr. Wilhelm also believes the 
key to being a successful national 
party chairman is the “ability to 
organize issues that have a rel­
evance to the grass roots.” He 
credits Mr. Barbour with having 
done that through his adroit use of 
televsion shows produced by the 
RNC.

He also credits the GOP chair­
man with tireless travels "to met 
with state party chairmen and to 
solicit input from grass-roots ac­
tivists on public policy issues 
through his national policy forums 
he instituted.”

Some Republicans initially

the role without any visible an­
tagonisms.

Says Don Sweitzer, former po­
litical director for the Democratic 
National Committee: “We had our 
own frictions when Tbm Foley was 
speaker and George Mitchell was 
Senate majority leader. From time 
to time they thought they were the 
party spokesmen. Yet I don’t recall 
hearing Haley got his wrists 
slapped by Dole or [House Minor­
ity Leader Bob] Michel or Ging­
rich.”

“That’s one thing that has made 
Haley a great chairman — he fits 
into the leadership structure,” says
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This is already happenine i 

 The cost will hare
passed along to someone?’

over health care reform hinged on impose a national health care plan

by the states. “Multistate compa- 
nies'cannot deal with 50 different

supports rerorm oi neaitn care, it tApauca,
was the increased government bu- pooling to permit small empk yers 
reaucracy in the Clinton plan that to obtain the same economics of
we focused on mainly,” Mr. Russell sc?le available to large enter-

lems.”
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cratic Leadership Council.
“It is truly ironic," says Mr. Ber­

man, “that in this crude effort to

pooled resources for ads and co­
ordinated activities.

One of the most aggressive crit­
ics of the Clinton plan was the 
Health Insurance Association of 
America (HIAA), whose “Harry 
and Louise” commercials depicted 
a middle-class couple discussing 
the horrors of a vast health bu­
reaucracy limiting options and 
choices. HIAA spent about $17 
million to inspire public opposition 
to the Clinton plan, airing “Harry 
and Louise” in a dozen markets 
reaching 40 percent of the pop­
ulation.

Then President Clinton and the 
first lady complained about 
“Harry and Louise,” making them 
a major media event. HIAA head 
Bill Gradison credits the Clintons 
with making the ads even more ef­
fective.

“Harry and Louise are still un­
der contract and may reappear if 
their services are needed again,” 
Mr. Gradison says.

The health care reform debate 
brought to the fore some lesser- 
known groups, including Citizens 
for a Sound Economy, Berman & 
Co. and the Christian Coalition, 
that seized the opportunity to en­
hance their stature as up-and- 
coming powers to be reckoned 
with.

expenses for the self-employed. 
____ “These reforms would take a

Congress, administration parti- bite out ^fthe apple^get the pro­
sans tried desperately to ram 
through hastily designed alterna­
tives to the Clinton plan, but to no

Ambushed on the road
Citizens for a Sound Economy, 

or CSE, has been around for 10 
years, but was only one of many 
think tanks until health reform 
came along. It invested $5 million 
in a media campaign to turn public 
opinion against the Clinton plan, 
producing a steady stream of eco­
nomic analyses and ideological 
critiques, backed by radio and 
print ads. “We are advocates of 
free enterprise and enemies of big 
government,” says CSE’s Brent 
Bahler.

The bus caravan that crossed 
the country in early summer seek­
ing public support for the admin­
istration’s plan was ambushed by 
CSE. “We successfully redefined 
the Health Security Express as the 
Phony Express, and shocked its 
sponsors, the White House and 
their allies by having far more op­
ponents at their media events than 
they had supporters,” says CSE’s 
Carl Parks.

The govenment-relations firm 
Berman & Co. eagerly beat the 
drum in the hinterland among 
small-business people most likely 
to be adversely affected by health 
reform. Founder Rick Berman 
also manages the Employment 
Policies Institute, which contracts 
prominent economists and schol­
ars to conduct research into labor 
issues.

The Clinton plan energized Ber­
man & Co., which saw it as a threat 
to its clients. “Much of the debate

and premium caps that would have discuss a pro-active agenda 
led to rationing and the loss of jobs

Nemesis of the 104th

It is not clear at this juncture 
what effect, if any, broad Repub­
lican gains in state legislatures 
might have on the impetus for

sets, of rules and requirements," 
says the Business Roundtable’s 
Ms. Schneider. “It would be a 
nightmare to administer.”

Other&’trr'the-msurance indus­
try share the general business op­
position to waivers. “Insurance 
companies and businesses active 
in many states need consistent | 
laws and regulations to live by,” 
says Gary Fendler, Aetna vice 
president for health plans. “ERISA 
is basic to that and must be pro­
tected.”

same rules.”
Mr. Gradison is more ambiv­

alent about requiring insurers to 
accept people with pre-existing 
conditions. “It will raise rates,” he 
says, “and encourage more busi­
nesses to drop out of the system. 

« in New 
! to be

says. “But elements of our health prises; and 100 percent deductibil- 
care system need improving, no ityof all health care andjnsurance 
question about it.”

In the waning days of the i!03rd

There is almost universal oppo- 
siticri to waivers from ERISA that 
would permit stepped-up activity

B----------- ^.JS1 , J “Once someone is in the system,
From, president of the Demo- they should be able to transfer to 

another plan,” Mr. Gradison says. 
“But it must be written into law so 
that everyone is playing by the

The irony of opposition

But what may be even more 
ironic is that in sacrificing the 
Democratic majority on the altar 
of health care reform, the admin­
istration has evoked a consensus 
for reform among the very groups 
that led the fight against its plan. 

“The Christan Coalition sup­
ports reform of health care,” says 
Mr. Russell. “People do not have to 
lose their house or car insurance 
because they change jobs, and 
they shouldn’t have to lose their 
health insurance. Nor is it fair that 
people should not have access to 
insurance because of pre-existing 
conditions.”

“The NFIB is not obstruction­
ist,” says Mr. Isakowitz. “lb the 
contrary, the cost of health insur­
ance is the No. 1 issue with our 
members. The problem is not go­
ing away and in fact is getting 
worse.”

There is no question the system 
must be changed,” says the U.S. 
Chamber of Commerce’s Mr. 
Lesher. “But changes must be 
based upon the existing free- 
market system. There is a lot we 
can do within that context.”

“A lot of learning has taken 
place over the last year” says 

   NAM’s Ms. Canner. “We are meet-
funded’'abortions, price’controls “S with other business groups to
___ i_____ ____________ ___________iji_____ Hicniicc a ononrlo '

drama, the Christian Coalition 1——«>—  -------- --------------- -
supports reform of health care. "It cessive malpractice expenses;

Part of the problem was that, from the outset, health care reform had 
been the first lady's pet project, not the president's, and Hillary
Rodham Clinton was determined to launch a comprehensive 
nationwide health reform plan covering everyone.

cess istarted and help a lot,” says 
Mr. Isakowitz.

r  "Health care requires action,”
avail. Clinton pollster Stan Green- adds HIAA’s Mr. Gradison. “The 
berg found in a post-election sur- Republicans would be making a 
vey that health reform loomed big mistake if they do not act on it.”

potential loss of jobs, and that was on the nation, the administration 
driven by our research,” Mr. Ber- brought down the Democratic ma- 
man says. “We were the first out jority and effectively killed any ef- 
with solid numbers on that, and it fort to expand government in our 
quickly became the most easily lifetime.” 
understood downside of the Clin­
ton plan.”

In 1993, Mr. Berman already
had enlisted presidents of corpo­
rations employing millions of
entry-level workers to come to
Washington and meet key mem­
bers of the House Ways and Means
and Energy and Commerce com­
mittees, along with the Senate Fi­
nance Committee. They also vis­
ited the leadership of both parties
to explain the impact of employer
mandates on their businesses.
“When they opened their corpo­
rate books to show why the Clinton
plan wouldn’t work, a lot of eyes 
were opened,” Mr. Berman says.

Deadly on Hill Democrats

If Berman & Co. made an im­
pact disproportionate to its size, it 
can be attributed to the clarity of
the threat to the economic inter­
ests of its clients. The same cannot
be said of the Christian Coalition.

Founded by television evangel­
ist Pat Robertson, the 1.5 million­
member Christian Coalition now is
completely independent, accord­
ing to spokesman Mike Russell. 
“We take an active interest in any
law or policy that would affect the
family.”

The coalition focused on three
aspects of the Clinton plan that
warranted its disapproval: tax-

large in the minds of disgruntled Even the insurance industry sup­
voters. “It is impossible to overes- P0115 potentially costly changes
timate the amount of damage the that would affect ’’ directly, such
health care bill did in shaping the as portability of health insurance 
■image of President Clinton as a big for workers who change jobs,
government proponent,” says Al

led to rationing and the loss of jobs The changes most often idvo- 
as forecast by CSE and Berman^- “fod by members of the Coa’ition 
Co. ’ for Jobs and Health Care a. e in-

“We spent $1.4 million to fight surance reforms to provide porta- 
President Clinton’s plan,” Mr. Rus- bility “d coverage of people with 
sell says. pre-existing conditions; adminis-

Like most of the players in this trative reforms to reduce paper­
drama, the Christian Coalition work; legal reforms to reduce ex­

state activity in health care. Dn the 
one hand, Republicans, tend to,re­
sist expansion of • government 
power; on the other hand, Repub­
lican governors recently issued a 
challenge to Congress to cede 
greater autonomy and authority to 
the states.

Meanwhile, the Clinton admin­
istration is trying to expand state 
Medicaid plans to provide health 
insurance to the poor. “States al­
ready spend a quarter of their bud­
gets on Medicaid,” says CSE’s Mr. 
Bahler. “They can’t afford to pay . 
more.”

“There is a lot of pressure on 
Congress to do something,” Mr. 
Gradison says. “We just released a 
poll showing the same plurality 
that opposed hasty action this year 
would be disappointed if the new 
Congress did not do something. In 
fact, that plurality put health care 
reform right up there with drug 
abjise and crime as top issues.”

In a recent Kakwer Family 
Fouhdation/Harvard School of 
Public Health/KRC Election Night 
survey, voters fated health care re­
form as a top priority, along with 
crime, taxes and the deficit. They 
prefer health insurance run by pri­
vate companies instead of the gov­
ernment by a margin of 55 percent 
to 24 percent. The voters made it 
clear they want modest reforms, 
and they want Congress, not the 
president, to take the lead.

The free-market reforms em­
braced by the Coalition for Jobs 
and Health Care would appear to 
satisfy that demand. “It may not 
seem very dramatic compared to 
what the administration had in 
mind,” says Mr. Berman, “but by 
any objective standard, this con­
sensus represents a major break­
through that will go a long way to 
resolving our health care prob-
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ment made that decision because 
of limited career growth and pro­
motion opportunities. Mr. Gable 
echoed those concerns, saying 
that targeting midlevel managers 
for cutbacks could well reduce op­
portunities for advancement.

Mr. Klein countered that there 
are excellent promotion opportu­
nities, particularly up to the GS-11 
pay grades. “This may be the best 
time to come in,” he said.

New workers continue to be 
hired, though in much smaller 
numbers. In 1993, about 40,000 
new full-time workers were hired; 
this year, 31,000 were added, Mr. 
Klein said. In comparison, an aver­
age of 120,000 new workers were 
hired annually five years ago.

Law enforcement specialists 
are in demand, particularly in im­
migration and border, patrol, Mr. 
Klein said.

“Just because the Department 
of Energy is scaling back, doesn’t 
mean they aren’t still hiring in Vet­
erans Affairs, or Justice, or even 
the Department of Defense,” said 
the MSPB’s Mr. Palguta.

“We need good people now more 
than ever, people who are adapta­
ble, smart and can operate in the 
changing environment that both 
sides of the aisle are calling for.”

21.2%

24.6

35.8% 

31.1

said.
But a GAO official familiar with 

the study downplayed that figure, 
saying “applied for” could have

College placement officials said 
low starting salaries were the 
most frequently mentioned draw- 

 back of working for the govern- 
and Housing and Urban* Develop- ment mentioned by students. The
ment, along with the Office of Per- complicated and time-consuming
sonnel Management and the Gen- hiring process was a close second,
eral Services Administration. Mr. Klein said, “My frustration

“Given everything the public’s with the report is that it buried the 
reading in the papers about gov- real story, which is, a large propor- 
emment, it’s very understandable bon of college graduates do apply,”
for college graduates — or anyone
— to be reluctant,” Mr. Palguta

■ ■ ■
A General Accounting Office survey of recent college graduates found 
that most see the federal government as an unattractive employer and 
believe the private sector offers better job opportunities. Results do not 
add up to 100 percent because non-responses were not counted.

Most Important employment consideration!:______________

Those preferring
Government Private

jobs jobs

12.8%

16.9

Both No
equally preference

27.8%
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With last week’s widely publi­
cized calls for slashing the govern­
ment work force, some'-officials 
fear it will be tougher to attract 
top-notch workers in the future.

Government is already viewed 
as an “employer of last resort” on 
college campuses, according to a 
recent General Accounting Office 
study conducted at 13 colleges.

“The public’s attitude has been 
that government is the problem, 
not the solution. Why be part of the 
problem?” the GAO report quoted 
one graduate as saying.

Personnel specialists readily 
admit that the government has an 
image problem.

“The negative image of the fed­
eral government as an employer 
really hurts our recruiting,” said 
John M. Palguta, deputy director 
of policy and evaluation at the 
Merit Systems Protection Board.

On Dec. 19 President Clinton an­
nounced $24 billion in cuts to help 
pay for a middle-class tax cut. The 
cuts were aimed at the Depart­
ments of Energy, Tbansportation,

career entry at OPM, conceded
the report “accurately reflects the o
feelings ... about federal employ- phased out and will be replaced by 
ment” but said government ser- — - -
vice continues to attract top stu­
dents.

Government’s bad rap makes 
hiring good

Factors___________
Career growth______

Promotion potential

Ability to apply
education and skills 12.3_______22.7 39.7

Challenging assignments 11.1 31,5 30.5

Top reasons why graduates did not apply for federal jobs:

■ Did not have information about federal jobs
■ Unable to identify specific job openings
■ Starting salary too low
■ Application process too burdensome
■ No federal recruiters visited my campus

an application.
Mr. Klein said many improve­

ments in the hiring process had 
been made since the study

puter bulletin boards and tele- 
„ . phone services to provide federal

Len Klein, associate director for job information.
The government’s lengthy appli­

cation form, the SF-171, is being 
— l— —__ J_ -» • • • -

standard resumes.
Graduates who said they were 

not applying for federal employ­

hiring process was a close second.
Mr. Klein said, “My frustration

real story, which is, a large propor-

he said.
, o  The survey data indicate that 

said. “It doesn’t sound like a place 20 percent of the graduates sur- 
you’d want to work.”

Mark Gable, spokesman for the
Federal Managers Association,
said, “One of the attractive fea­
tures in the past was that [a gov- , - - * ------- ------ -------
emment job] wasn’t as lucrative hieant anything from calling for 
as the private sector, but it was information to actually filling out 
viewed as a ‘safe’ place to work. " , --
Now that’s not the case.”

“The salaries are miserably
low,” one recent graduate said in oeen made since the study was 
the report. “It makes me question done, such as using campus com- 
the government’s ability to hire
qualified and bright personnel.”
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He and the bipartisan

Well, we've had a few.

the sake of those who touched us during thisFor their sake, and forgreat journey, we are going to keep up this fight and we will prevail.

*

’•Let's put this off until next 
We have reached out to 
But we are going to keep

Statement by the President on Health Care Reform

Today Senator George Mitchell reported that he sees no way to pass 
health care reform in this session of Congress. He and the bipartisan 
group of Senators have been doing their best. But he cannot find the 60 
votes needed to overcome the Republican filibuster.

I am very sorry to say that this means Congress isn't going to reform 
health care this year. But we are not giving up on our mission to cover 
every American and to control health care costs.

When I addressed Congress a year ago, I said our journey to health care 
reform would have some rough spots in the road. Well, we've had a few. 
But this journey is far, far from over.

Some Republican leaders keep saying:
year." I am going to hold them to their word.
Republicans, and we will continue to do that.
up the fight against the interests who spent $300 million to stop health 
care reform. We will fight for campaign finance and lobby reform so 
these special interests do not continue to obstruct vital legislation 
and we will return to the fight for health care reform. There is too 
much at stake for all the American people and we have come too far to 

just walk away now.

Although we have not achieved our goal this year, Hillary and I are 
proud - and out allies should be proud as well - that we were able to 
bring this debate further than it has ever progressed before. For 
solid, smart and important reasons, the ordinary working families of 
America expect their elected leaders to pass health care reform:

*If we don't act, the deficit we have worked so hard to contain 
will balloon again over time

*And, most important, millions of Americans still won't be able to 
count on coverage when their families need it. Every month that we 
don't act, 100,000 more Americans will lose their coverage. They 
will join the five million Americans who lost theirs in the last 

five years.



September 23, 1994

Dear Mrs. Clinton:

NHPC will soon supply a list of initiatives in the following three categories:

★

★

★

Consensus Items. These are initiatives that require legislation but upon which there is 
enough consensus that there is a high probability of favorable Congressional action.

Critical Reform Initiatives. These are items that we expect will continue to be 
controversial but are essential to health reform and merit strong advocacy during the next 

twelve to twenty four months.

Mrs. Hillary Rodham Clinton 
First Lady of the United States 
The White House
1600 Pennsylvania Avenue, N.W.
Washington, D.C. 20500

1747 Pennsylvania Avenue, NW Suite 900 

Washington, DC 20006 

phone: 202/833-5675 fax: 202/833-1274

Administrative or Regulatory. These are actions that can be implemented without 

legislation within the next two years.

During our meeting last week, we discussed the importance of creating a targeted list of 
key "health reform" initiatives to guide our efforts during the next twenty-four months. This list 
should serve as the basis for a strategic plan designed to refocus the health reform debate, re­
energize our supporters within the provider community, and advance the overall health reform 

agenda.

Identifying the items that fall in the first category has begun. The National Health Policy 
Council (NHPC) will submit its list to you within the next three weeks (a preliminary outline is 
enclosed.) We are prepared to work with key Administration officials and outside groups to 

refine and expand these proposals.

★
National Health 
Policy Council

★



I look forward to seeing you again soon.

Sincerely,

Steve Gleason
National Health Policy Council

September 23, 1994 
Page Two of Two

Development of the second and third lists should be done with the assistance of our 
strong supporters within the provider community and key Congressional contacts. Obviously, 
the November elections will play a role in determining the scope of the consensus package. The 
interim health strategy team that we have proposed could play a key role in outlining the 

consensus and the critical reform packages.



Xrcus of Administrative iind Regulatory Relief to be Reviewed*

Health Care Financing Administration1.

Clinical Laboratory Improvement Act2.

Occupational Health and Safety Act3.

Food and Drug Administration4.

Public Health Service and CDC Reporting5.

DOJ and FTC Antitrust Requirements6.

Examples of Administrative and Regulatory Relief Proposals

Paperwork Reduction1.

A.

★ Peer Review Organizations
★ Medicare/Medicaid Quality Requirements
★ Medicare/Medicaid Payment Requirements
★ Fraud and Abuse Rules
★ Medicaid Pharmaceutical Review
★ Technology Medicare Approval

Health care providers are being buried in Federal, State, and local paperwork 
requirements. This is one of a number of areas that could be targeted for action 
in 1994. A modest investment in simplifying provider utilization, certification, 
and reimbursement forms could substantially reduce unnecessary paperwork 
requirements and increase the proportion of federal health care dollars spent on 
delivering services. The following three areas should be targeted:

Standardization of Quality Measures. An interagency task force should 
be charged with developing common standards for utilization review. 
Health providers are now required to comply with as many as 50 different 
utilization review, certification, and quality control programs. In 
addition, a common federal health certification form should be developed 
to cover compliance with OSHA, CLIA, Medicare, and Medicaid 
certification requirements. The development of this form should be 
coordinated with JACHO and other leading certification bodies.



*

B.

C.

Regulatory Barri2.

A.

B.

C.

Standardization of Claim Forms. Claim formats should simplified and 
standardized. Government efforts to develop such a form need to be 
accelerated. A uniform one page billing form can, and should, be 
developed within the next twelve months.

Uniform Payment Policies. Individual Medicare carriers and fiscal 
intermediaries have issued inconsistent payment guidelines. This is not 
only confusing for providers served by more than one intermediary or 
carrier, it also may result in excessive Medicare payments in those 
situation where a provider has discretion regarding selection of billing 

location.

Anti-trust Safety Zones. The Department of Justice and the Federal Trade 
Commission published a preliminary list of health care "safety zones" in 
February. One of the areas addressed in that document was physician 
networks. The current definition is unduly narrow and should be 
broadened. In addition, a safety-zone should be established for physician­

hospital organizations.

Fraud and Abuse Safe Harbors. The HHS Inspector General’s Office 
developed a list of safe harbors from the federal anti-kickback statute. A 
new managed care safe harbor needs to be created.

There are a number of regulatory barriers that inhibit the development of 
integrated health delivery systems. Providers are encouraged to coordinate the 
delivery of services as a part of capitated payment systems. Yet, there is 

substantial uncertainty regarding whether the these new arrangements present 
problems under the federal antitrust and fraud and abuse laws. Many of these 

concerns can be answered through the following actions:

Advisory Opinions. There is substantial uncertainty among providers and 

health care attorneys regarding what types of practices and arrangements 
between providers are acceptable and what practices are prohibited. This 
uncertainty has stifled innovation. The HHS Inspector General should 
initiate an advisory opinion procedure similar to the IRS. This would 
ensure that providers comply with the law but give the providers the 

necessary assurance they need to develop new systems.

riers to Integrated Delivery Systems



NATIONAL HEALTH POLICY COUNCIL

KEY HEALTH CARE REFORM ADVOCATES

NHPC Board Member and Expert Speaker Participant. Founder 
of the Children's Health Fund. Former Co-Vice Chair of the 
Health Professions Review Group. Very active in AAP.

NHPC Board Member, former Vice Chair of the DNC. Currently, 
she the Vice President of the Kamber Group and a Fellow at 
Harvard's Kennedy School of Government.

NHPC Board Member and Expert Speaker Participant. Ford- 
Roegner is the Region IV Director for the U.S. Dept, of Health 
and Human Services. Former Co-Vice Chair of the Health 
Professions Review Group. Formerly with SEIU and ANA. SEIU 
and ANA were both members of the Health Care Reform Project.

NHPC Founder, Chair and Expert Speaker Participant. An 
osteopathic physician and head of Mercy Clinic system in Des 
Moines, Iowa. Former Chair of the Health Professions Review 
Group; key Clinton supporter; senior consultant to HHS; and, 
member Clinton transition team.

NHPC Board Member, Finance Chair, and Expert Speaker 
Participant. Member of the Health Professions Review Group; 
serves as the only physician member on the board of advisors of 
the Medical College of Wisconsin Health Policy Institute and 
University of Wisconsin Health Policy Institute; and is the 
Medical Advisor to Reps. Kleczka, Barrett, and Barca and Sens. 
Feingold and Kohl. Boxer is a Board member of the National 
Jewish Democratic Council (NJDC), and serves on the 
Democratic National Finance Committee.

Steve Gleason, D.O.
National Health Policy Council
1601 NW 114th Street, Suite 130 
Des Moines, IA 50325 
515/222-7270 Ofc
515/222-7257 Fax

Rick Boxer, M.D.
2350 West Villard Avenue, Suite 301
Milwaukee, WI 53209
414/527-3000 Ofc
414/527-3114 Fax

Lynn Cutler
1920 L Street, N.W., #700 
Washington, D.C. 20036
202/537-1672 Hm

Irwin Redlener, M.D. 
Children's Health Fund 
317 East 64th Street 
New York, NY 10021 
212/535-9707 Ofc
212/535-7488 Fax

Pat Ford-Roegner, R.N.
Director
HHS Region IV
101 Marietta Tower, Room 1515
Atlanta, GA 30323
404/331-2442 Ofc
404/331-1807 Fax



NHPC Board Member. Gaffney is a state organizer for the ANA. 
She has been organizing nurses in support of health care reform. 
ANA has been very active in supporting health care reform and 
was a member of the Health Care Reform Project.

NHPC Board Member. Bresch is the chief lobbyist for Catholic 
Health Association. CHA has been very active in supporting 
health care reform and was a member of the Health Care Reform 
Project.

NHPC Expert Speaker Participant. Baskin, a private practice 
internist, has been very active in health care reform efforts 
through the NHPC and the Society of Internal Medicine. He is 
the President of the NJ Society of Internal Medicine. Baskin is a 
big supporter of the President's health plan and was a physician 
reviewer for the Task Force. Baskin was a member of the 1992 
electoral college.

NHPC Board Member. Shea is the chief health policy person at 
AFL-CIO. Formerly, Special Assistant to the President at SEIU. 
Very active in health care reform. AFL-CIO and SEIU were both 
members of the Health Care Reform Project.

NHPC Board Member. Dozoretz is the President, Chief Executive 
Officer and Chair of First Hospital Corp., one of the nation's 
largest privately-held mental health companies. Dozoretz served 
as a member of the Health Professions Review Group; is active in 
the DSCC and DNC; and, currently serves as a site selection 
member of the 1996 Democratic National Convention Committee.

NHPC Expert Speaker Participant. Anderson is an internist and 
Prof, of Internal Medicine at the Univ, of Texas Southwestern 
Medical Center in Dallas. He is the President and CEO of 
Parkland Memorial Hospital, a large public teaching hospital. 
Anderson is the Chair of the Texas Board of Health and an out­
spoken advocate for health reform. In 1994, he appeared on 
several national broadcasts: a CNN feature segment on public 
sector hospitals and health care reform and NBC's "To Your 
Health."

Alan Baskin, M.D.
316 Knickerbocker Road
Dumont, NJ 07628 
201/385-6161 Ofc 
201/385-1671 Fax 
201/573-0408 Hm

Gerry Shea
AFL-CIO
815 16th Street, N.W. 
Washington, D.C. 20006 
202/637-5204 Ofc
202/637-5058 Fax

Jack Bresch
Catholic Health Association
1776 K Street, N.W., Suite 204 
Washington, D.C. 20006
202/296-3993 Ofc
202/296-3997 Fax

Ron Dozoretz (doe-zor-etz) 
First Hospital Corporation
240 Corporate Blvd., 5th Floor 
Norfolk, VA 23502 
804/459-5111 Ofc 
804/459-5415 Fax

Ronald "Ron’' J, Anderson, M.D.
Parkland Memorial Hospital
5201 Harry Hines
Dallas, TX 75235
214/590-8076 Ofc
214/590-8096 Fax
214/296-7998 Hm

Terry Gaffney
American Nurses Association
600 Maryland Ave., S.W., #100 West 
Washington, D.C. 20024-2571
202/544-4444 Ofc ext. 323
202/554-2262 Fax



NHPC Key Contact. Butcher is the immediate past president of 
the Natl Medical Assn and current President of the "Summit '93 
Health Coalition," representing all aspects of the Afro-American 
community that have come together around health care reform.

NHPC Key Contact. Bulger is an internist and professor of 
medicine and public health. Currently, he is the President of the 
Association of Academic Health Centers in Washington, D.C.

NHPC Expert Speaker Participant. Berenson, an internist, is 
currently the Medical Director of the National Capitol PPO, a 
local managed care organization. Berenson served as co-chair of 
two working groups of the President's Task Force: malpractice 
reform and accountable health plans. He was a health policy 
advisor to the Clinton/Gore campaign and served on the transition 
team. Berenson provides policy research to the Urban Institute, is 
a member of the Health Affairs editorial board, and an advisor to 
the Physicians Payment Review Commission (PPRC.)

NHPC Expert Speaker Participant. Bergen, an internist, is the 
President of the University of Medicine and Dentistry of New 
Jersey. It is New Jersey's second state university, with seven 
schools on four campuses and a statewide network of more than 
100 affiliated hospitals and three community mental health 
centers. Prior to joining UMDNJ in 1971, Dr. Bergen was the 
Chief Operating Officer for New York City Health and Hospitals 
Corporation, which operated the city's 19 public hospitals.

NHPC Key Contact. Blumenthal is the Chief of Health Policy 
Research and Development Unit and Associate Physician at 
Massachusetts General Hospital as well as Associate Professor of 
Medicine and Healthcare Policy at Harvard Medical School. He 
was the Chief health advisor to the Dukakis campaign and a staff 
member on Sen. Ted Kennedy's sub-committee on health. He is a 
member of the editorial boards of the New England Journal of 
Medicine. Quality Management in Health Care, and Quality 
Review Bulletin and serves on advisory committees to the 
National Academy of Sciences, Institute of Medicine and U.S. 
Office of Technology.

Stanley Bergen, M.D.
President
Univ, of Medicine & Dentistry of NJ
111 Administration Complex
30 Bergen Street
Newark, NJ 07107-3000
201/982-4400 Ofc
201/982-4429 Fax
201/567-3967 Hm

Robert "Bob” Berenson, M.D.
Medical Center, National Capitol PPO
7979 Georgetown Road, #200
Bethesda, MD 20814
301/654-6853 Ofcl
301/907-8212 Fax 1
703/644-8414 Ofc2
703/644-8419 Fax2
301/318-0570 Hm

Roger Bulger, M.D.
President
Assn, of Academic Health Centers
1400 16th St.,N.W.,#410
Washington, D.C. 20036
202/265-9600 Ofc
202/265-7514 Fax

Richard Butcher, M.D.
286 Euclid Avenue, #209 
San Diego, CA 92114 
619/263-6101 Ofc 
619/263-9601 Fax

David Blumenthal, M.D. 
Massachusetts General Hosp. 
50 Stanford St., 9th Fir. 
Boston, MA 02114 
617/726-4106 Ofc 
617/726-4120 Fax



NHPC Key Contact. Cohen, an internist and the President of the 
Association of American Medical Colleges. Dr. Cohen is active 
in the American College of Physicians and the American Board of 
Internal Medicine.

NHPC Expert Speaker Participant. Cooper is a pediatrician 
specializing in infectious diseases. Currently, he is the Senior 
Attending Physician and Director of Pediatric Services at the St. 
Luke's-Roosevelt Hospital Center in New York City. Dr. Cooper 
has served as both consultant and board member to numerous 
committees for the city and state of New York, the Department of 
Health and Human Services and on several national committees. 
He is very active in the AAP.

NHPC Key Contact. Delfs is a gerontologist and neurologist 
from Boston, where he is Chief of Geriatric Medicine at 
Deaconess Hospital, Assistant Professor at Harvard Medical 
School and Harvard School of Public Health, and directs a 
program of interdisciplinary care coordination for high risk older 

persons.

NHPC Expert Speaker Participant. D'Alessandri, an internist 
specializing in infectious diseases, is the Vice President for 
Health Sciences and Dean of the School of Medicine at the Univ, 
of West Virginia. He served as a member of several working 
groups on the Task Force and helped organize a state-wide 
broadcast for Mrs. Clinton entitled, West Virginia Speaks. 
D'Alessandri works closely with Governor Caperton and Senators 
Byrd and Rockefeller on health care issues. In addition, he 
appears weekly as a medical correspondent on television news 
programs as well as hosting "Doctors on Call," a live public 
television broadcast.

NHPC Expert Speaker Participant. DeJong has been very active 
in the ESP and has given numerous speeches, particularly in the 
disability and traumatic brain injury communities. DeJong is the 
Director of the National Rehabilitation Hospital Research Center 
and is a Professor of Community and Family Medicine at 
Georgetown's School of Medicine. DeJong has become an expert 
in disability, health outcome measurement, health utilizing, and 
bio-medical ethics. DeJong served on the Clinton/Gore transition 
team's working group on long-term care policy. Recently, he 
testified before the House Ways and Means Cmte. on the impact 
of health care reform on Social Security Disability Insurance and 
Social Security Insurance program.

John Delfs, M.D.
Deaconess Hospital ElderCare
185 Pilgrim Road
Boston, MA 02215 
617/632-1112 Ofcl
617/632-1111 Fax
617/632-7700 Ofc2

Louis ’’Lou’’ Cooper, M.D. 
Director Pediatrics
St. Luke's-Roosevelt Hospital
1111 Amsterdam Avenue 
New York, NY 10025 
212/523-3365 Ofc 
212/523-3933 Fax 
212/580-3721 Hm

Jordan Cohen, M.D.
President
Assn, of American Medical Colleges
2450 N Street, N.W.
Washington, D.C. 20037
202/828-0460 Ofc
202/828-1125 Fax

Robert "Bob" D'Alessandri, M.D. 
(day-la-s-on-dree)
VP for Health Services and Dean, 
School of Medicine
West Virginia University
P.O. Box 9000, Health Sciences Ctr.
Morgantown, WV 26506-9000
304/293-4511 Ofc
304/293-4973 Fax
304/599-5873 Hm

Gerben DeJong, Ph.D. (dee-young)
5301 WestpathWay
Bethesda, MD 20816
202/466-1900 Ofc 8a-5p M-F
202/466-1911 Fax
301/320-3740 Hm



NHPC Key Contact. Feild is a pediatrician from Little Rock.

(need adr-moved to Baltimore 9/94)

NHPC Expert Speaker Participant. Freed has practiced 
Emergency Room medicine for twenty years. He is the founder 
and director of the Emergency Medicine Program at Albany. 
Freed served as a physician reviewer on the Task Force. In 1992, 
he served as an aide to Clinton/Gore chief of staff Eli Segal and 
was the Deputy Director of Special Projects.

NHPC Expert Speaker Participant and Key Contact. Fickenscher 
is the Senior VP and Chief Medical Officer of Aurora Health Care 
in Milwaukee, where he is directly responsible for all aspects of a 
medical care system with over 2,200 physicians. He is a national 
expert in rural health and systems integration and an early 
advocate of health care reform. He has advised national and state 
candidates on health issues. Fickenscher was a member of the 
Health Professions Review Group.

NHPC Expert Speaker Participant. Eckstat is a family 
practitioner who has practiced in Des Moines, Iowa for 22 years. 
A member of the Health Professions Review Group briefing team.

NHPC Expert Speaker Participant. Jackson, a critical care and 
neurology specialist, is the President and CEO of AssurQual, Inc., 
a long-term management consulting and quality management 
information systems company. He is also a clinical professor at 
the Department of Medicine at Ohio State University in 
Columbus. He previously served on two working groups of the 
President's Task Force, including the committees on quality and 
information systems.

Kevin Fickenscher, M.D. 
(fic-ken-scher)
Sr VP Physician Integration 
Aurora Healthcare
3000 West Montana
Milwaukee, WI 53234-3910 
414/647-3000 Ofc
414/647-3494 Fax

Howard Freed, M.D. 
Associate Director 
Emergency Medicine 
Albany Medical Center 
141 Font Grove Road 
Slingerlands, NY 12159 
518/773-5768 Ofc 
518/439-0410 Hm 
518/439-0410 Hm Fax 
518/422-8764 Pager

David Jackson, M.D., MPH
1591 Fishinger Road
Columbus, OH 43221
614/451-1670 Ofc 
614/451-1764 Fax 
614/442-0064 Hm

Steven "Steve" Eckstat, D.O. 
Mercy West Medical Clinic
1601 N.W. 114th St, #244 
Des Moines, IA 50325-7036 
515/222-7200 Ofc
515/222-7257 Fax 
515/967-2158 Hm

Charles Feild, M.D. (field) 
Arkansas Children's Hosp.
1120 Marsall, Room 610 
Little Rock, AR 72202 
501/320-3605 Ofc 
501/320-3948 Fax



NHPC Expert Speaker Participant. Loh is an internist and 
cardiologist in Thousand Oaks. He is an Assistant Clinical 
Professor of Medicine at University of California, Irvine, School 
of Medicine and Adjunct Assistant Professor of Medicine at 
Baylor. Dr. Loh served on two working groups of the Task Force.

NHPC Expert Speaker Participant. Kumpuris is a cardiologist in 
private practice in Little Rock, where he is the Director of the 
Coronary Care Unit at St. Vincent Infirmary Medical Center. He 
served as a working group member to the President's Task Force 
on health care delivery. Currently, he is Chairman of the 
Governor's Task Force for Health Care Reform in Arkansas.

NHPC Key Contact. Laurence is a clinical psychologist in private 
practice in Knoxville. He is an Assistant Professor of Psychology 
at the University of Tennessee at Knoxville, a consultant to St. 
Mary's Medical Center, the President of Clinical Management 
Services and Associate Director of the Guntrip Post Graduate 
Training Institute in Knoxville. Laurence has been an active 
participant, including leadership positions, in the Tennessee 
Psychology Association, he also served as a member of the Health 
Professions Review Group as the only psychologist.

NHPC Expert Speaker Participant. MacLeod, a general internist 
and public health professional from Pittsburgh, has been a 
longtime advocate of national health insurance. He has promoted 
health care reform by working with community leaders and 
physicians to sponsor and develop health management 
organizations, by advocating freedom of choice in selecting health 
care providers, and by promoting community rating.

NHPC Key Contact. Lewin is Hawaii's Director of Health. He 
has served as a health advisor to the White House, is the former 
President of ALTHO, and a Democratic candidate for Governor 
of Hawaii (1994.)

NHPC Expert Speaker Participant. Jonas is a Professor of 
Preventive Medicine, School of Medicine, SUNY at Stony Brook. 
Jonas uses his lengthy experience as a public speaker, author, 
educator, and his more recent experience as the host of a weekly 
political talk show on local Long Island radio, to promote national 
health care reform. Jonas has made a number of radio and 
television appearances before both professional and lay audiences, 
speaking in support of the President's health plan. He is active in 
New York and national politics.

Andrew "Drew" Kumpuris, M.D.
415 N. University Drive
Little Rock, AR 72205
501/664-6841 Ofc
501/664-0296 Fax
501/664-4544 Hm

Gordon MacLeod, M.D.
Graduate School of Public Health
University of Pittsburgh
130 DeSoto Street
Pittsburgh, PA 15261
412/624-3875 Ofc (M.W. classes)
412/624-3146 Fax
412/661-5887 Hm

Irv Loh, M.D.
Heart Center, LosRobles Reg. Med. Ctr.
215 West Jannes Road
Thousand Oaks, CA 91360
805/497-7513 Ofc
805/379-5552 Fax
805/497-8709 Hm
805/494-3217 Hm Fax

Jack Lewin, M.D. 
P.O. Box 33783 
Honolulu, HI 96801 
808/586-4410 Ofc 
808/586-4444 Fax

Lance Laurence, Ph.D. 
Lance Laurence, Ph.D.
6906 Kingston Pike, #200 
Knoxville, TN 37919 
615/584-8547 Ofc 
615/584-5932 Fax
615/966-9834 Hm

Steven "Steve" Jonas, M.D. 
Professor
Dept of Preventive Medicine
Sch. of Medicine, State Univ, of NY 
Stony Brook, NY 11794-8036 
516/444-2147 Ofc Direct 
516/444-2185 Ofc M-W-F 
516/444-7525 Fax Call first 
516/473-7228 Hm T-TH



NHPC Key Contact. Patel is an orthopedic surgeon practicing at 
Massachusetts General Hospital-Harvard Medical School. His 
innovative arthroscopic techniques in surgery to provide better 
quality of care with enormous cost reduction could be used for all. 
Patel is very active in the Indian-American community and served 
as President of the Indian-American Political Education group.

NHPC Expert Speaker Participant. Rios is an internist from 
Sacramento, California and coordinator of the National Hispanic 
Medical Association.

Clinton Advocate. McCall-Perez is a health care consultant who 
lives in Miami, where he is president of a psychiatric-based 
practice and a national managed care consulting company.

NHPC Expert Speaker Participant. Morris is an ophthalmologist 
in private practice in San Diego. He is a member of the clinical 
faculty at the Univ, of California at San Diego, Dept, of 
Ophthalmology. Morris served as a member of the Health 
Professions Review Group.

NHPC Expert Speaker Participant. McGuire is a medical research 
scientist with degrees in dentistry and epidemiology. She lives in 
Boone, Iowa where she operates a medical research firm, the Iowa 
Health Research Institute. McGuire is the Democratic nominee 
for Iowa's Sth Congressional District formerly held by Rep. Fred 
Grandy.

NHPC Key Contact. Mongan is the Executive Director of the 
Truman Medical Center and Dean of the School of Medicine at 
the Univ, of Missouri at Kansas City. Formerly, Mongan was an 
Asst. Surgeon General, Assc. Dir. for Health and Human 
Resources, Dept. Asst. Sec. for Health Policy at the Dept, of 
HEW, Special Asst, to the Secretary for National Health 
Insurance, professional staff member to the U.S. Senate Finance 
Cmte. and Medical Officer for the U.S. Public Health Service.

Sheila McGuire, DDS, DMSc
P.O. Box 367
Boone, IA 50036
515/432-7700 Ofc
515/432-7713 Fax

Fred McCall-Perez, Ph.D.
1717 N. Bayshore Dr., #1756 
Miami, FL 33132
305/577-8333 Ofc 
305/577-0068 Fax 
305/577-4946 Hm

James "Jim" Mongan, M.D. 
Executive Director
Truman Medical Center 
Dean, University of Missouri 
Kansas City School of Medicine 
2301 Holmes Street
Kansas City, MO 64108 
816/556-3153 Ofc
816/556-4124 Fax

Jeffrey "Jeff" Morris, M.D.
477 N. El Camino Real, #A210 
Encinitas, CA 92024
619/943-9800 Ofcl
619/753-5150 Fax2
619/941-7475 Ofc2
619/941-3864 Fax2
619/793-6879 Hm

Elena Rios, M.D.
Statewide Health Planning & Develop.
1600 9th Street, Room 440
Sacramento, CA 95814
916/654-2827 Ofc
916/645-3138 Fax

Dinesh Patel, M.D.
Massachusetts General Hosp. 
15 Parkman Street, ACC 510 
Boston, MA 02114 
617/726-3555 Ofc 
617/726-5349 Fax 
617/861-6064 Hm



NHPC Expert Speaker Participant. Shelov, a pediatrician and 
educator, practices and teaches in an urban, under-served area in 
New York City.

NHPC Key Contact. Tuckson, an internist, is the President of the 
Drew Univ, of Medicine and Science. Previously, he was a Sr. 
VP for Programs for the March of Dimes and Commissioner of 
Public Health in the District of Columbia. Tuckson was a member 
of the Health Professions Review Group.

NHPC Key Contact. Smith, a pediatrician, is the current
Commissioner of Health for the State of Texas. He serves on the 
faculties of the Univ, of Texas Southwest Medical Center and the 
LB J School of Public Affairs. Previously, Dr. Smith was Deputy 
Director of the Department of HHS' Division of Special 
Populations and Program Development.

NHPC Expert Speaker Participant. Sokolov, an internist, is the 
CEO and founder of Advanced Health Plans that develops, 
implements and advances integrated health delivery systems. Dr. 
Sokolov designed and implemented Southern California Edison's 
highly successful self-insured managed care program. Health 
Flex. SCE was a member of the Health Care Reform Project.

NHPC Key Contact. Rockefeller, a family practice physician, is a 
clinical instructor at the Maine Medical Center/Mercy Hospital 
Family Residency Program and founder and President of the 
Health Commons Institute. He is a cousin to Sen. Jay Rockefeller.

NHPC Expert Speaker Participant. Shirley, a pediatrician, is the 
Project Director for the Jackson-Hines Comprehensive Health 
Center. He was previously a Head Start consultant and worked 
with the Tufts Delta Health Center and the Mississippi Action for 
Progress Organization providing comprehensive rural health and 
education in Mississippi.

Steve Shelov, M.D.
VP, Pediatrics / Pediatric Educ. 
Dept, of Pediatrics
Montefiore Medical Center
111 E. 210th Street, Centennial 
Bronx, NY 10467
718/920-6490 Ofc
718/654-6692 Fax

Jacque Sokolov, M.D.
Sokolov Strategic Alliance
10100 Santa Monica Blvd., #1300
Los Angeles, CA 90067
310/201-5902 Ofc
310/201-6519 Fax

Aaron Shirley, M.D. 
Director
Jackson Hinds CHC 
P.O. Box 3437 
Jackson, MS 39207 
601/362-5321 Ofc 
601/364-5159 Fax 
601/362-1126 Hm

Richard Rockefeller, M.D.
71 Foreside Road 
Falmouth, ME 04105 
207/761-1717 Ofc 
207/879-3127 Fax 
207/781-3433 Hm 
207/781-5592 Hm Fax

Reed Tuckson, M.D.
President
Drew Univ., School of Medicine
1730 E. 118th Street
Los Angeles, CA 90059
213/563-4987 Ofc
213/563-5987 Fax
213/563-5987 Hm

David R. Smith, M.D., M.P.H.
State Commissioner of Health
1100 West 49th Street
Austin, TX 78756-3199
512/458-7376 Ofc
512/458-7477 Fax
512/327-6103 Hm



NHPC Expert Speaker Participant. Butler is a pharmacist and 
was active in health care reform efforts.

NHPC Expert Speaker Participant. Starck is the Dean of Nursing 
at the University of Texas Health Sciences Center in Houston. 
She served as a member of the Health Professions Review Group.

NHPC Expert Speaker Participant. Porter-O'Grady is a clinical 
specialist in gerontology and an international consultant in 
structuring integration in health care services. Porter-O'Grady 
attempted to organize health care reform efforts in Georgia.

NHPC Expert Speaker Participant. Akin is a social worker in 
Nashville and was active in trying to organize Tennesseeans for 
health care reform.

NHPC Expert Speaker Participant. Chu is the current VP of 
Clinical Affairs and Associate Dean at New York University 
Medical Center. He has recently served in roles at high level 
positions in New York City's health agencies.

NHPC Expert Speaker Participant. Butler is a gerontologist and 
psychiatrist. In 1982, he founded the Department of Geriatrics at 
Mt. Sinai Medical School, the first of its kind in the nation. He 
was also the founding director of the National Institute of Aging 
of the National Institute of Health.

James H. Akin, MSW
595 Hicks Road, Apt. 7-B 
Nashville, TN 37221 
615/321-5095 Ofc 
615/327-2676 Fax 
615/662-5097 Hm

C. "David" Butler, PharmD, MBA
Option Care, Inc.
100 Corporate North
Vannockbum, IL 60015
708/615-1690 Ofc
708/615-1794 Fax

Robert Butler, M.D.
Mount Sinai Medical Ctr.
Dept, of Pediatrics
Gustave L. Levy Bldg., Box 1070
New York, NY 10029
212/241-5561 Ofc
212/860-9737 Fax

Patricia Starck, R.N.
Dean & Professor, School of Nursing
Univ, of Texas, Health Science Ctr
1100 Holcombe Blvd., #5.500
Houston, TX 77030
713/792-7800 Ofc
713/794-1107 Ofc-Direct
713/794-1714 Fax
713/661-0768 Hm

Tim Porter-O'Grady, Ed.D., R.N.
1710 Barmsdale Way
Atlanta, GA 30309
404/892-8494 Ofc
404/876-7795 Fax

Benjamin Chu, M.D.
550 First Avenue 
New York, NY 10016 
212/263-5111 Ofc 
212/545-8846 Fax



NHPC Expert Speaker Participant. She served on the Health 
Professions Review Group.

NHPC Key Contact. Kindig is a pediatrician and professor of 
Health Policy and Management at the University of Wisconsin- 
Madison, School of Medicine. He was the first Director of the 
National Health Service Corps and has served as an advisor to 
Secretary Shalala at the Department of Health and Human 
Services.

NHPC Expert Speaker Participant. Hansen is the Director of 
Graduate Nursing at Drake University in Des Moines. She served 
on the Health Professions Review Group.

NHPC Expert Speaker Participant. Kim is the Dean of Nursing at 
the University of Chicago. She served on the Health Professions 
Review Group.

NHPC Expert Speaker Participant. Dunston is a pediatrician, a 
preventative medicine specialist, and Associate Dean at New 
Jersey Medical School. She formally served as the New Jersey 
Commissioner of Health.

Frances J. Dunston, M.D., M.P.H. 
Associate Dean
New Jersey Medical School
185 South Orange Avenue
Newark, NJ 07103-2714 
201/982-3854 Ofc
201/982-7104 Fax
609/883-6026 Hm

Mary Foley, B.S.N., R.N.
1722 Schiller Street 
Alameda, CA 94501 
510/523-8547 Hm 
510/523-8547 Hm Fax

Mary Hansen, R.N., Ph.D.
Director of Graduate Nursing
Drake University
223 Olin Hall
Des Moines, IA 50311
515/271-2830 Ofc
515/271-2831 Fax

Kenneth A. Ingber, DMD 
1835 K Street, N.W., #310 
Washington, D.C. 20006 
202/331-7474 Ofc 
202/331-0262 Fax

David A. Kindig, M.D., PhD
Department of Preventive Medicine 
University of WI Medical School
229 Bradley Memorial
1300 University Avenue
Madison, WI 53706
608/262-8808 Ofc
608/263-4885 Fax

NHPC Key Contact. Ingber is a private practice dentist in 
Washington, D.C. He served on the Health Professions Review 
Group.

Mi Ja Kim, Ph.D. 
Dean
University of Chicago 
845 S. Damen
Chicago, IL 60612 
312/996-7663 Ofc 
312/996-8066 Fax



NHPC Key Contact. MacRae is an Associate Professor of 
Ophthalmology at Oregon Health Sciences University and is a 
practicing corneal specialist. MacRae served as a member of two 
working groups of the President's Task Force: provider choice and 
outcomes studies. MacRae is the Chair of the Public Health 
Committee for the American Academy of Ophthalmology. He is 
a member of the editorial boards for the CL AO journal and the 
Journal of Cataract and Refractive Surgery and also serves as a 
consultant to the Food and Drug Administration (FDA) panel on 
ophthalmic devices. Although a Republican, MacRae is very 
supportive of Clinton and his efforts to reform the health care 

system.

NHPC Expert Speaker Participant. Shulman is a Professor at 
Emory College in Georgia. He is the author of numerous fiction 
and non-fiction books, including "Doc Hollywood." Shulman 
was active in health care reform efforts, primarily through the 
National Health Care Campaign.

NHPC Expert Speaker Participant. Montoya is a nurse. She 
served as a member of the Health Professions Review Group.

NHPC Key Contact. Goodwin is the President of Charleston 
Area Medical Center a 962-bed regional medical center with 
teaching programs in medical and allied health education. 
Goodwin performed his undergraduate work at Hendrix College 
in Coneway, Arkansas and his Master's degree from Washington 
University in St. Louis. He is a frequent speaker and has authored 
several articles on health care administration.
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Budget reconciliation, which covers entitlement programs, taxes and other programs, is enacted as the 
counterpart to appropriations bills for discretionary spending programs. The legislation is drafted following 
submission of the President’s budget request in February. Shalala noted that under the traditional budget­
drafting schedule, the President would have to be making decisions in December on what health reform 

provisions to include.

She added that the budget reconciliation approach "also gives us some discipline in terms of timeframe to 
think through the changes" and is "easier for the committees to handle as part of their own processes."

Shalala commented that there "is no new analysis" and "no tricks here" to find new proposals. Instead, 
she characterized the upcoming decisionmaking as choosing among the range of provisions already identified and 
conducting more of a "strategic discussion."

HEALTH REFORM COULD FIND LEGISLATIVE VEHICLE IN BUDGET RECONCILIATION LEGISLATION, HHS Secretary 
Donna Shalala commented at an Oct. 20 breakfast with health reporters. After stating that the Clinton Ad­
ministration will propose a health reform plan next year, though in a "new format" to build on the lessons of this 
year’s debate, Shalala was asked if the Administration would include the plan as part of its budget proposal or as 
a separate package. "Some of it will have to be taken on through budget reconciliation simply because we’re 
doing the budget," the secretary replied. "So [for] any changes that we want in the Medicare system or the 
Medicaid system or in something linked to welfare...it is a natural vehicle."

Health reform could find "natural" legislative vehicle in budget reconciliation next year,
HHS Secretary Shalala says Oct. 20  Story below 

ERISA hearing to be held Nov. 30 by Reps. Wyden, Williams; move during lame duck session 
indicates issue’s potential importance in 1995 .................................................................................. Page 2
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"The public clearly told us...that they were very gun shy over taking on the whole [health care] system," 
the secretary said. "The big target creates a politics of its own," whereby many groups may each have opposed 
only a few elements of the plan but "cumulatively created a lot of negatives." As a result, Shalala continued, 
"we’re going to try to be shrewder and more strategic about what things need to be done first. What that list is, 
we have not decided, but we clearly ought to learn from our experience of trying to take on what the public 
perceived as too much. Even though we argued and would continue to argue that you can’t do this piece without 
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Members of Congress should be in Washington, D.C. on the day of the ERISA hearing taking up trade 
issues in a special lame-duck session scheduled in both chambers. Representatives of states, multi-state employers, 
small business, organized labor and consumers are expected to testify, the release notes.

Shalala was asked about the tension between using federal spending proposals for deficit reduction versus 
expanded health coverage. The President "clearly intends to keep his priority on deficit reduction, [but] 
simultaneously he wants to get going in this country in health care reform." The trade-off between these must be 
resolved but "one of the good things about doing all this within the context of the budget is that you have all 
those options laid before him as opposed to doing it in a more fragmented way."

According to the announcement, the hearings will begin the process of formulating a "three-part federal 
framework" for modifying the "outdated provisions of ERISA." The goals are to allow generous multi-state 
employers to continue providing uniform employee benefits; regulate companies that ration benefits and are not 
subject to consumer protection laws; and allow reform-minded states to pursue cost containment, expanded 
coverage and insurance market reforms.

The November date and early announcement of the hearing indicate that Wyden and Williams intend to 
pursue ERISA reform early on in the 1995 session of Congress. During the 1994 health care reform debate, the 
White House allies supported the state single-payer option and across-the-board employer mandates, both of 
which would have required significant changes to ERISA. Those two provisions encountered stiff opposition from 
pro-business lobbying groups who sought to preserve the law that keeps all self-insured corporations outside the 
purview of state insurance regulation.

The President also pledged during his recent campaign swing through New York "that we would look 
again at the Medicaid distribution formula," Shalala noted. Asked whether the Administration may examine more 
fundamental structural changes to Medicare, Shalala said that Health Care Financing Administration chief Bruce 
Vladek is analyzing a number of "strategies" and "different approaches." The examples she gave focused on 
avoiding institutionalized care and finding flexible ways to assist the frail elderly. Shalala herself has been 
averaging about two days per week on the campaign trail.

The secretary said she believes Congress would have enacted a health reform bill this year had time not 
run out. Noting that the numbers of the uninsured are increasing and health inflation, while slowing, is still 
double that of general inflation, Shalala said the problems that motivated health reform still remain, and the 
Administration is "still enthusiastic" to learn from this year and push on for reform. She several times predicted 
more bipartisanship next year because both parties "will be more responsive to the fact that we have larger 
numbers of working folks who just don’t have any coverage and don’t have any chance of getting coverage unless 
we do something."

Shalala said the President has made no decisions on how to finance health reform, including whether 
again to propose employer mandates. But she noted that the public made clear that it opposed a "government-run" 
health system and that it viewed employer mandates as a "proxy" for such a system. "Comprehensive reform can 
be taking on the first strong steps" in the "direction that you want to go in," she added, but the President is 
unlikely to drop his "overall goal" of ensuring that everyone "can get good health insurance" and that the existing 
health care system is "strengthened" with an "appropriate" role defined for government.

REPS. WYDEN, WILLIAMS TO CO-CHAIR ERISA HEARING NOV. 30, the congressmen announced in an Oct. 19 
release. The joint hearing on the Employee Retirement Income Security Act of 1974 will be held by the House 
Education and Labor/Labor-Management Relations Subcommittee, chaired by Rep. Pat Williams (D-Mont.), and 
the Small Business/Regulation Committee, headed by Rep. Ron Wyden (D-Ore.).

this [other] piece, they clearly have sent the message that while they want health reform, they would like it to be 
in stages and see what the implications are of each piece as we move along.”
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Health Care Reform 

Examples of Administrative, Regulatory or Budget Actions 
Not Requiring Statutory Modifications 

A. Reimbur ement Claims Processing

I. Development of Common Claim Format
2. EDI Model Demonstration Projects
3. Education and Publicity
4. Confidentiality Legislation
5. Physician Office Practices Demonstrations

B. Coordination of Federal Health Insurance Programs

l . Standardize FEHBP Claim Forms to Match Medicare/CHAMPUS 
2. Standardize CHAMPUS and HCFA Procedures

C. Standardization of Federal Medicare Payment Policies

l. Reduce inappropriate Regional Disparities in Medicare Reimbursement Policies
2. Uniform Reimbursement Rate for Nursing Home Clinical Laboratory Services
3. Reimburse Overhead Expenses for Physician Office Surgical Procedures

D. Coordination of Certification and Credentialing Requirements

1. Standardize Basic Certification Information
2. Defining Quality Measures
3. Emphasize Compliance Audits and Followup Instead of Annual Inspections

E. Clinical Laboratory Improvement Act

I. Complete CLIA Studies
2. Reduce CUA Compliance Burden
3. CLIAC Representation

F. Occupational Safety and Health Act

I. Recordkeeping
2. Risk Appropriate Requirements
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G. Provider Reimbursement Review Board (PRRB)

1. Develop Procedures for Expedited PRRB Review
2. Eliminate PRRB BackJog
3. Reduce the Proportion of Discretionary Reversals by the Adrninjstrator

H. Antitrust Enforcement Standards

I. Physician Network Joint Ventures
2. Advisory Opinions

I. Managed Care Safe Harbor Regulations

1. Price Reductions
2. Non-medical Services
3. Wruver of Coinsurance and Deductibles
4. Capitation Payments
5. Duration of Agreements
6. Coverage

J. Fraud and Abuse Advisory Opinions

1. Advisory Opinions
2. Targeted Advisory Opinions

K. Home Health Care

l . Demonstration Project 
2. Conditions of Participation
3. Home Health Care - Outcomes Data
4. Long Term Care Wruver
5. Billing Matters
6. Copayment

L. Regulations Governing the Development of Pharmaceutical Products

1. Eliminate DEA Procedures that Permit Pharmaceutical Companies to Stifle
Competition

2. Permit Bulk Manufacturers to Obtain Research Licenses
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Health Care Reform

Introduction

Reimbursement Claims ProcessingA.

Examples of Administrative, Regulatory or Budget Actions 
Not Requiring Statutory Modifications

This report was prepared by the National Health Policy Council ("NHPC") in order to outline 
examples of administrative, regulatory or budget actions that could be taken by the Executive 
Branch to further the goal of health care reform.

Last year, health care providers submitted over 4.8 billion claims to over two thousand 
different commercial health insurance firms, HMOs, PPOs and Medicaid and Medicare 
processors. While, progress is being made toward developing standard claim forms and 
electronic billing, less than twenty percent of all public and private claims in 1992 were 

electronically processed.

Workgroup for Electronic Data Interchange (WEDI) estimates that as much as $42 billion by 
the year 2000 can be saved through the implementation of a comprehensive Electronic Data 
Interchange (EDI) system. The progress made by WEDI to date has not depended on federal 
legislation. The Federal government should fully cooperate and support this effort to the 
maximum extent possible. The savings from these efforts will be shared by physicians, 
hospitals, ancillary service providers, employers, insurers, and the government.

The National Health Policy Council was founded with the belief that decisions about health 
care and health care financing should be patient-centered. NHPC has taken a leadership role 
in stimulating creative, broad-based, patient centered solutions to health policy problems. 
During the last two years, NHPC has participated as a founding member of the Health 
Reform Project, served as a network clearinghouse for providers and consumers, sponsored 
public television broadcasts ("Minnesota Speaks" from the Mayo Clinic in Rochester, 
Minnesota and "New England Speaks," from Brown University in Providence, Rhode Island), 
sponsored Presidential candidate debates on health care; organized health policy Technical 
Advisory Committees; and has established and staffed an Expert Speakers Program.

There are a wide variety of actions that could be taken by federal agencies to simplify our 
current health care system. Providers and consumers are being buried in Federal, State, and 
local paperwork. A modest investment in simplifying reimbursement, utilization, and 
certification forms could substantially reduce unnecessary requirements and increase the 
proportion of federal health care dollars spent on delivering services. This report outlines 
examples of administrative, regulatory or budget actions that can be accomplished without 

new legislation.



Recommendations:

1.

2.

3.

4.

5.

Coordination of Federal Health Insurance Programs.B.
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EDI Model Demonstration Projects. The Agency For Health Care Policy Research, 
the National Library of Medicine, and the Health Care Financing Administration 
should provide support for EDI demonstration projects. Financial support for these 
efforts will speed the development of national standards for EDI systems. These 
projects can be supported under existing authority. Funds need to be allocated to these 

projects through the annual budget process.

Development of Common Claim Format. This is probably the most important 
paperwork simplification objective. Absent federal legislation requiring a common 
format, additional attention needs to be devoted to the efforts of WEDI and ANSI X12 
Groups to produce a uniform billing format. HHS should continue to play a lead role 

in promoting these efforts.

Confidentiality Legislation. Public/private cooperation on claim forms and electronic 
system technology standards could be undermined by the proliferation of conflicting 
state confidentiality laws. The federal government should encourage the adoption of 
model state laws regarding confidentiality. Ultimately, federal legislation is probably 

necessary.

Education and Publicity. Implementation of a common EDI system will require an 
extensive provider education and publicity effort. Absent federal legislation requiring 
use of common claim forms, the growth of EDI system will be largely dependent on 
provider outreach and education. Federal support for the WEDI initiatives in this area 
is particularly important. This project can be supported by AHCPR, HCFA, or NIH 

under existing authorities.

Physician Office Practices Demonstrations. While nearly 70 percent of all hospital 
claims are submitted electronically, only about 12 percent of physicians claims are 
processed in this manner. WEDI estimates substantial physician office savings 
associated with electronic submission. However, providers are reluctant to purchase 
the necessary hardware and software. The Federal government should support 
physician office projects to demonstrate advantages and cost savings associated with 

physician office electronic claims processing.

While substantial progress has been made in coordinating the paperwork necessary to file 
claims for the various federally sponsored health programs (Medicare, FEHBP, CHAMPUS, 
Medicaid). Further coordination of both paperwork and administrative procedures is 

necessary.



Recommendations:

1.

2.

Standardization of Federal Medicare Payment Policies.C.

Recommendations:

1.

2.

3.
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Standardize FEHBP Claim Forms to Match Medicare/CHAMPUS. The plans 
participating in the Federal Employee Health Benefit Plan (FEHBP) all use different 
claim forms. These should be standardized, match the Medicare form, and be 
consistent with the WEDI recommendations.

In addition, Medicare policies provide for variations in reimbursement rates depending on the 
location where a service is provided. In many cases, the reimbursement procedures 
discourage the provision of care in less costly settings.

Standardize CHAMPUS and HCFA Procedures. While CHAMPUS and Medicaid now 
use common claim forms, the procedures for filing claims and appealing adverse 
decisions remain distinct. CHAMPUS forms are sent to one set of contractors, 
Medicare forms to another. The procedures for filing claims and appealing adverse 
decisions should be coordinated.

Uniform Reimbursement Rate for Nursing Home Clinical Laboratory Services. The 
Medicare reimbursement rate for nursing home laboratory services should be 
standardized at the Part B payment rates in a manner that does not prejudice nursing 
home selection of the appropriate provider.

Reduce Inappropriate Regional Disparities in Medicare Reimbursement Policies. 
Variations in Medicare payment policies are particularly confusing for health care 
entities that provide services in more than one contractor region. Moreover, 
inconsistencies in payment policies between regions provide opportunities to game the 
federal reimbursement system.

Reimburse Overhead Expenses for Physician Office Surgical Procedures. In 1980, 
Congress directed HCFA to develop rules regarding Medicare reimbursement of 
overhead expenses associated with physician office surgical procedures. HCFA’s 
failure to promulgate such a rule during the last 14 years, has increased Medicare 
costs for procedures that could be more efficiently performed in the physician office 

The Medicare program is administered largely by the 21 "fiscal intermediaries" and 47 
"carriers" who are responsible for processing and paying Part A and Part B claims. These 
contractors exercise substantial discretion subject to HCFA guidance and requirements. As a 
result, there is variation in the administration of the program from one region to another.



Coordination of Certification and Credentialing Requirements.D.

Recommendations:

z

1.
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but instead must be performed at a hospital or in an ambulatory surgery center in 

order to get full Medicare reimbursement.

Hospital (42 CFR 482)
Skilled Nursing Facility (42 CFR 483) 
Nursing Facility - Medicaid (42 CFR 483) 
Home Health Agency (42 CFR 484) 
Outpatient Rehabilitation^ CFR 485) 
Outpatient Physical and Speech

Therapy (42 CFR 405)
Organ Procurement Organizations (42 CFR 485) 
Rural Health Clinics (42 CFR 491)
Federally Qualified Health Centers (42 CFR 491) 
Clinical Laboratory Services (42 CFR 493) 
Mammography Services (34 CFR 494) 
End Stage Renal Suppliers (34 CFR 405) 
Ambulatory Surgical Centers (34 CFR 416) 
Rural Primary Care Hospitals (34 CFR 485) 
HMO’s (34 CFR 417)
Hospices (34 CFR 418)
Portable X-Ray (34 CFR 405)

Standardize Basic Certification Information. A uniform federal health care provider 
certification cover sheet should be developed. This cover sheet should be used to
acquire the common information needed to qualify for participation in federal 

Medicare and Medicaid programs.

Health care providers are required to submit a wide variety of certification and credentialing 
forms to participate in federal, state, and private programs. Many of these forms are 
duplicative or unnecessary, particularly when the services to be rendered are delivered by an 
integrated health system that has previously supplied the information to the certifying agency 

in order to qualify for another program.

At minimum, the unnecessary paperwork associated with qualifying to participate in federal 
programs should reduced. Currently, providers are required to comply with certain conditions 
of participation, requirements, or conditions of coverage to be paid for providing the 

following separate services to Medicare patients:



2.

3.

Clinical Laboratory Improvement Act.E.

Recommendations:

1.

2.

3.

7
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CLIAC Representation. Physician offices and independent laboratories claim that they 
are underrepresented on the Clinical Laboratory Improvement Advisory Committee.

Emphasize Compliance Audits and Followup Instead of Annual Inspections. The 
limited resources of federal and state agencies charged with ensuring compliance with 
conditions of participation should be focused on identified problems rather than annual 
survey and inspections. A substantial amount of government resources are wasted 
reviewing providers who are in compliance with federal requirements.

Complete CLIA Studies. Nearly 6 years have passed since Congress mandated the 
five CLIA studies noted above. Priorities should be placed on completing these 
studies within the next twelve months. The conclusions of the studies should be 
incorporated in a simplification of the current CLIA requirements.

Defining Quality Measures. An task force should be charged with developing 
common standards for utilization review. Health providers are now required to 
comply with dozens of different private and public quality review and credentialing 
standards. The federal government could play leadership role in developing common 
standards comparable to the role it has performed as a member of the WEDI working 

group.

Reduce CLIA Compliance Burden. Any revision to the current CLIA regulation 
should be focused on reducing the administrative burdens on providers. The current 
rule is complicated and difficult to implement. Compliance procedures for waived 
laboratories should be clearly spelled out in the regulation.

The Clinical Laboratory Improvement Act of 1988 expanded the scope of federal regulation 
to all clinical laboratories, including physician office laboratories. The regulations 
implementing this new statutory authority have been criticized as excessively burdensome. 
While most of the proposed changes require changes to the CLIA statute, there are actions 

that can be taken without legislation.

CLIA ’88 directed the Secretary of HHS to conduct five separate studies. These studies 
involved the effects of proficiency testing, personnel standards, and quality assurance on the 
accuracy of laboratory tests, documentation of the extent of treatment problems caused by 
inaccurate testing, and the affect of errors on the testing process. These studies were intended 
to assist the department in drafting regulations. While the regulations have been promulgated, 

the studies have not been finished.



F.

Recommendations

1.

2.
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G.

J
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Occupational Safety and Health Act.

Implementation of OSHA’s blood borne pathogens rule imposes many new and burdensome 
requirements on health care providers. Some of these requirements do not appear to add 
appreciatively to work protection, but will increase substantially the cost of care and may 

make it impossible for care to be provided in certain areas.

Recordkeeping. The OSHA requirement to keep records for 30 years beyond the 
employment of a worker far exceeds any recordkeeping routinely undertaken within 
medical practice, even for patients. This provision is extremely burdensome on small 
practices. The requirement should be revised to reflect a more reasonable period for 

maintaining old records.

Risk Appropriate Requirements. The OSHA standards are not designed to reflect the 
enormous variation in risk. In low risk areas, the cost associated with compliance 
greatly exceeds any potential benefit. OSHA should work with provider groups to 
define those settings where less costly and cumbersome requirements are appropriate.

HHS should examine the scope and type of testing regulated by CLIA and the current 
composition of the CLIAC board. If POLs and independent community laboratories 
are underrepresented when compared with the type of testing regulated by CLIA, the 
CLIAC should be expanded to ensure representation of these viewpoints.

Provider Reimbursement Review Board (PRRB).

In 1972, Congress established the PRRB to furnish providers with an impartial forum for 
resolving Medicare payment disputes arising from cost reports. The Secretary of Health and 
Human Services may affirm, modify, or reverse a decision of the Board. This responsibility 
has been delegated to the Administrator of the Health Care Financing Administration (HCFA).

The PRRB’s caseload has expanded from 105 in 1975 to over 2,500 in FY 1992. Yet, the 
PRRB continues to issue only about 100 decisions a year. In now takes over three years to 
get a PRRB hearing and another year to get a decision. Moreover, the HCFA Administrator 
has liberally exercised the Secretary’s discretionary authority to reverse PRRB decisions. The 
Administrator has reversed the PRRB’s decision in nearly 30 percent of the cases heard since 

1975.



Recommendations:

1.

2.

3.

Antitrust Enforcement StandardsH.

Recommendations:

1.
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Develop Procedures for Expedited PRRB Review. The current procedures are 
not working. While the PRRB has initiated double booking, constructed a 
second hearing room and initiated teleconferences, these measures are not 
adequate to respond to the current caseload. New procedures and additional 
resources need to be assigned to the PRRB.

Eliminate PRRB Backlog. A high percentage of the open PRRB appeals are 
more that three years old. Priority should be placed on getting these cases off 
the docket. This may require a special short-term resource allocation. 
However, if the residual backlog is not dealt with, all appeals will take three or 
more years, even if the PRRB has adequate resources to handle its current 

caseload.

Reduce the Proportion of Discretionary Reversals by the Administrator. The 
PRRB was intended to serve as an impartial body to resolve Medicare payment 
disputes. The high percentage of reviews by the Administrator and the fact 
that they are virtually all decided in favor of the Intermediary is particularly 
distressing. The Administrator should be more judicious in deciding when to 

review PRRB decisions.

The antitrust laws have inhibited the consolidation of health care delivery systems by putting 
into question the legality of mergers, joint ventures and other fee arrangements among 
hospitals, physicians and other health care providers. To address some of these problems, the 
Department of Justice and the Federal Trade Commission recently issued new "Statements of 
Enforcement Policy and Analytical Principles Relating to Health Care and Antitrust which 
define antitrust safety zones where DOJ and FTC will not challenge mergers, joint ventures 
and other activities. While these Statements are a step forward in providing better health care 
to consumers while promoting competition, they could be improved in several ways.

Physician Network Joint Ventures. The Physician Network Joint Venture Statement 
should be amended to permit physician networks to offer discounted fees without 
requiring the network to share substantial financial risks in the form of capitation or a 
fee withhold. Currently, providers must seek advisory opinions prior to the formation 

of such networks.
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Managed Care Safe Harbor Regulations.I.

Recommendations:

1.

2.

3.y
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Advisory Opinions. The DOJ and FTC should provide an expedited procedure for 
parties seeking guidance on proposed health care joint venture and other activities. 
Currently, it often takes a year or more to receive such advisory opinions.

The federal Medicare/Medicaid anti-kickback statute was designed to curb abuses in a fee-for- 
service third party payor health care system. While the Health and Human Services Agency 
issued a safe harbor regulation to protect certain managed care activities from the reach of the 
anti-kickback law in November 1992, the narrow' scope of this regulation is at odds with the 
movement towards managed competition. The current safe harbor regulation fails to protect 
many relationships which use economic incentives to encourage preventive care and control 
utilization. The failure to protect such relationships chills innovations in the health care 

industry.

The safe harbor regulation should be broadened to protect the full range of managed care 
programs in which Medicare and Medicaid beneficiaries are enrolled. Many managed care 
plans rely on non-traditional compensation and contractual arrangements, such utilization 
review or enrollment screening, to efficiently provide care. Such relationships should be 

protected and encouraged.

Price Reductions. The "price reduction" safe harbor should encompass a broad range 
of non-traditional compensation methodologies, including intermediary contractual 
relationships, self-insured employer plans, and state or local government programs that 
do not charge "premiums". Further, it should be clear that the safe harbor 
encompasses capitation, risk sharing and other payment methodologies that may not 
involve any fee schedule or reductions from a usual price. Finally, "burden shifting" 
to other payors or individuals should not be a bar this safe harbor protection.

Non-medical Services. Non-medical services such as credentialing, utilization review, 
quality assurance and administrative tasks are an integral part of a successful managed 
care program. The safe harbor rules should protect agreements between managed care 
programs and other entities for the performance of such services.

Waiver of Coinsurance and Deductibles. The safe harbor regulation currently allows 
certain managed care plans to waive coinsurance and deductibles for some Medicare 
patients. All bona fide managed care plans should be permitted to offer such waivers 

to their Medicare beneficiaries.



4.

5.

6.

J.

1.

2.

)

Home Health CareK.

system should be on a "per episode" basis rather than a "per visit" basis, adequate data for
J
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the effectiveness of these mechanisms, the safe harbor rules should not establish 
minimum or maximum durations for fee schedules or other pricing arrangements.

Coverage. The safe harbor regulations should explicitly protect all coverage terms 
issued by managed care plans to Medicare and Medicaid beneficiaries, including extra- 

contractual inducements to enrollment.

Recommendations:

Advisory Opinions. Preferably, the IG should be the financial and human resources 

needed to respond to requests for advisory opinions.

Targeted Advisory Opinions. If adequate resources are unavailable to permit the IG to 
respond to all requests, the IG should issue "no action letters" in those situations 
where it would not take any action under the particular circumstances. In the 
alternative, the IG should be given the discretion to prioritize the areas of greatest 

concern and respond only to letters in those areas.

health agencies be reimbursed on a prospective payment system similar to that used for 
hospital reimbursements. While most agree that payments made under a prospective payment

Fraud and Abuse Advisory Opinions

The current fraud and abuse laws are broad and vague and carry substantial penalties for their 
violation. Providers should be able to seek clarification of these laws from the Inspector

Home health agencies are currently paid on a cost reimbursement basis for the services 
provided to Medicare patients. Some in Congress and HCFA have advocated that home 

patterns are an inherent part of managed care plans as is the ability to enter into 
patient-specific agreements with non-plan providers. Because flexibility is critical to

Capitation Payments. The safe harbor regulations should explicitly allow managed care 
plans to pay physicians and suppliers on a capitation or other risk basis where there is 
no separate fee-for-service billing of Medicare copayment amounts to the plan.

Duration of Agreements. The ability to adjust fees based on utilization and referral

General prior to engaging in new or uncertain activities. Because the IG will likely be 
inundated with requests for advisory opinions, one of several mechanisms should be put in 

place to facilitate this process.



Recommendations:

1.

2.

3.

4.

5.

6.

- 10 -

determining the appropriate reimbursement rates does not currently exist. Although we 
believe that a prospective payment system should be seriously studied, in the meantime, the 

following changes should be made to the current system:

Billing Matters. Home health agencies should be permitted to bill more than once a 
month. Credit balance reporting should be eliminated. Cost reports and audits should 

be eliminated or done on a less frequent basis.

Long Term Care Waiver. The access waiver program for long term/chronic care 
should be expanded for home health agencies that wish to enter these fields.

Conditions of Participation. Medicare conditions of participation (COPs) for home 
health agencies should be revised to provide an outcome-oriented analysis rather than 
a structural analysis of agency operations. First, the COPs should apply only to 
Medicare patients. Second, RNs should not be required to supervise home health 
aides. Third, the capital budget and the 60-day recertification requirements should be 
eliminated. Finally, surveys should be done less frequently than annually. Such 
revisions focus the attention on the quality of care rather than on recordkeeping.

Copayment. Proposals for copayment for home health services should be eliminated 
from budget proposals. Copayment merely increases costs for both providers and the 
government. For providers, the administrative costs of copayments often exceed the 
amounts collected. Any amounts not collected are passed through to Medicare as bad 

debt.

Demonstration Project. The prospective payment system demonstration project should 
be expanded to additional states/home health agencies. Under this project, home 
health agencies receive a uniform payment per episode. This process simplifies the 
submission of claims and provides incentives for home health agencies to improve 
their care. Further, physicians who participate in the management of home health 
cases should be reimbursed on a reasonable basis.

Home Health Care - Outcomes Data. HCFA should implement the proposal to 
provide access and fast track to data outcomes for home health agencies. 
Demonstration projects should be implemented for those agencies that want to move 

forward in this area.



Regulations Governing the Development of Pharmaceutical Products.L.

Recommendations:

1.

2.

□

- 11 -

D

Certain regulatory requirements and procedures established by the Food and Drug 
Administration (FDA) and the Drug Enforcement Administration (DEA) are unnecessary and 

inhibit the ability of manufacturers to develop and produce new products.

While long delays associated with FDA approval have been widely reported, less attention has 
been devoted to DEA procedures. The DEA regulates controlled substances. A 
pharmaceutical company interested in developing a new product involving controlled 
substances, must obtain a DEA research license. It also must obtain a manufacturing license 

in order to mass produce the product.

Eliminate DEA Procedures that Permit Pharmaceutical Companies to Stifle 
Competition. Under current DEA procedures, any competitor can challenge a DEA 
application. Most of these challenges are designed to keep competitive products off 
the market, and are not based on any security risk associated with manufacturing 
procedures. DEA published proposed regulations to end this practice nearly two years 
ago. The final rule should be issues as soon as possible and should give DEA 
authority to terminate appeals that DEA are generated for competitive rather than 

security reasons.

Permit Bulk Manufacturers to Obtain Research Licenses. The current DEA policy 
prohibiting bulk manufacturers from obtaining research licenses stifles competition, 
innovation and market efficiency. As noted above the manufacturing license 
procedure has been abused by competitor companies. Manufacturers should be 
permitted to qualify for research licenses to develop products.
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General Caveats for Medicare Savings Proposals

• certain proposals will be affected by changes in assumed starting dates

• 10 year estimates will include an additional year, 2005

• Medicare baselines will be reestimated by both CBO and OMB

• Part A interactions and Part B offsets are approximated

Revenue Caveats

• Net Medicare savings from the Mainstream bill based on preliminary CBO 
estimates and differences between start and end dates of similar proposals in 

OBRA will affect estimates

Estimates are derived from earlier proposals, new estimates will differ for several 

reasons:

• CBO will score cost-shifting impacts from Medicare price reductions, this will 
have the effect of raising subsidy estimates and lowering federal tax revenues 

All tax revenues are derived from previous CBO estimates-pending Treasury 

confirmation
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1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

0.0 0.0 -2.31
0.0

0.0 -0.6 -66.1

-2.7
1/

Subtotal -3.7

-1.4

Subtotal -6.3

\TOTAL -0.2 -2.7 -139.5|-4.9 -4.9 -8.6 -12.6 -17.3 -22.8 -29.5 -36.0 -33.6

0.0
-0.5

-7.6 
-6.2 
-0.8
0.2

-14.4

-1.4
-2.54/

1/

2/
3/

0.0
0.0
0.0
0.0
0.0

0.0
-0.1
0.0

-0.1

-1.2
0.1

-0.5
-0.2
-1.3
-3.1

0.0
0.0

-0.4 
-0.2
0.0

0.0
-0.3
0.1
0.0
0.0
0.0
0.0

-0.2

0.0
0.0
0.0
0.0
0.0

-1.5
-1.5
-0.2
0.1

-3.2

-2.0
0.1 

-0.6 
-0.2
-9.2 

-11.9

-1.1
-4.5 
-5.5

1.4
-9.7

Additional Medicare Savings and Receipt Proposals 
Extend HI Tax to All State & Local Employees 
Income-Related Part B Premium ($90K/$115K)
Eliminate MVPS Upward Bias

Part B Offset

Extensions of OBRA 1993 Savings Policies 
Hospital PPS Update (MB-0.5%, 1997-2004)
1995 Physician Update -3% (-0% primary care) 

Part B Offset
ASC Payment Update Freeze (1996-1999)
Clinical Lab Payment Update Freeze (1996-99) 
Reduce Hospital Capital (-7.31%/-10.41%)

HI Interactions

Extensions of OBRA 1993 Baseline Savings
Extend OBRA93 Medicare Secondary Payer

Part B Offset
Reduce Routine Cost Limits for HHAs 
Extend OBRA93 SNF Update Freeze
Permanent 25% Part B Premium - Gross savings

Subtotal

NOTES:
1/ Savings assume implementation of proposals in 1995. Savings would need to be recalculated for 1996 effective dates. FY 1995-2004 savings would be decreased. 
2/ OBRA 1993 eliminated the update for ASC payment rates in 1994 and 1995. Proposal shown would extend freeze through 1999. OACT (9/14/94). 
3/ OBRA 1993 eliminated the update for clinical lab payment rates in 1994 and 1995. Proposal shown would extend freeze through 1999. OACT (9/14/94). 
4/ Proposal would establish income thresholds at $90,000 for single filers and $115,000 for joint filers (HSA and Senate Finance proposal).

TABLE 2.
ESTIMATED CBO SCORING of MEDICARE SAVINGS PROPOSALS

Fiscal years, dollars in billions

-1.6
-1.7
0.0
0.0 

-3.3

-1.5 
-1.2
0.0

0.4
-5.0

-2.2
0.1

-0.6
-0.3 

-12.9 
-15.9

o.i
-0.71 

-0.3 
-16'2 
-19.4

0.0
-0.3 
-0.1
0.0

-0.4

0.0
-2.7

-1.3 
-0.6
0.2

-0.1
-0.4 
-0.8
0.1

-2.9

-1.9
0.1

-0.6
-0.2
-6.1
-8.7

-3.6 
-0.7
0.2

-0.1
-0.5 
-1.1
0.1

-5.7

-2.4 
-2.5
0.6 

-0.3 
-0.9 
-3.7
0.2 

-9.0

-1.4
-1.8 
-0.6
0.2

-3.7

-1.8
0.1

-0.5 
-0.2 
-3.6 
-6.0

-1.3 
-3.0
-2.6
0.7

-3.0
0.2 

-1.7
-0.8
-4.9 

-10.2

-12.6 
-19.9 
-14.2

3.6
-43.2

-11.4
0.6
4.2
-1.8 

-49.3

| 5-yr Total 10-yr Total 
| 1996-2000 1995-2004

0.0
-0.4
0.1
0.0
0.0 

-0.7
0.0

-1.0

-0.1
-0.7
0.0

-1.2

0.1
0.0

-0.3 
-0.5
0.1

-0.1
-0.2 
-0.7
0.0

-1.6

-0.8
-0.5
0.1

-0.1
-0.3 
-0.8
0.0

-2.3

-1.9
-0.6
0.2

-0.1
-0.4 
-0.9
0.1

-15.2
-5.6
1.4 

-0.8 
-2.9 
-7.8
0.7 

-30.2

0.2 
-0.2 » 
-0.6
-1.1
0.2 

-6.9

-4.6
-0.8.

-1.6
0.0
0.0
0.0

-1.6

-1.2
-3.7 
-3.9
1.0

-7.8

-0.7
0.2

-0.1
-0.5 
-1.0
0.1

-4.7
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Potential Sources of Funding

1996-2000 1996-2005

Medicare Total Medicare Total

0 0Tobacco Tax ($0.45 per pack)

10Tobacco + OBRA '93 - I

20Tobacco + OBRA '93-1 + OBRA '93-11

139Tobacco + OBRAs + Additional Medicare Savings: 34

25673

25673

Tobacco + OBRAs + Additional Medicare Savings + 

Mainstream Medicare Savings

Tobacco + OBRAs + Additional Medicare +
Net Mainstream Medicare +

Change in Cafeteria Plans + Tax Cap

96
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Possible Options and their Costs

Billions of Net Subsidy Dollars, 1996-2005

Subsidy Options

200 280 35030-60 120 150 540-800

XWelfare to Work

XUnemployed

X XXKids Only

X X XWorking Families

XXBroad, Low Income Voucher

? ? ? ?? ??State FMAP Flexibility

Other Options
Total Cost

1996-20051996-2000

SeIf-Employed Deduction

8-10 20-50Long Term Care

10021Medicare Drug

Matrxpos.wbl

Net Subsidy Dollars is gross subsidy dollars minus any Medicaid savings and state maintenance of effort requirements. 

Each column assumes a particular amount of funding available, AFTER any Other Options (detailed below) are financed.

The self-employed deduction phases from x% on 1/1/95 to y% by 1/1/01.
The long term care options range from the capped entitlement in the Mitchell bill to something smaller. 

The Medicare drug benefit is the one in the Mitchell bill,...

All options assume a 1/1/97 start date. The options have been estimated as if they are independent, stand alone 

options. For example, the cost of doing Welfare to Work, Unemployed, and a lower cost Kids Only version simultaneously 

simultaneously could cost as much as $160 billion.



Broad-Based Income Voucher

►

What Benefits Would They Receive? Two options were examined:►

Option 1. The Blue Cross/Blue Shield standard option

►

► How Much Would the Federal Government Pay? The federal government would pay 
the full cost of eligible families living in poverty. They would also provide subsidies 
according to the sliding fee schedule noted above. State and local governments would 
make a maintenance of effort payment toward the cost of premium susbidies in options 
where the Medicaid population is eligible for the program.

Who Is Eligible? All families and individuals are eligible. Families with incomes below 
200% of poverty are eligible for some federal premium assistance. A second option 
examined would exclude Medicaid beneficiaries.

Option 2. A catastrophic plan (high deductible); or alternatively a package covering 
ambulatory care services with 5 days of inpatient hospital care.

How Much Would Eligible Families Pay? Families with adjusted gross income under 
100% of poverty would not pay toward the cost of the premium. Family premium 
payments above poverty are based on a sliding fee scale; by 200% of poverty the family 
would pay the full cost of the premium; at 150% of poverty they would pay 50% of the 
cost of the premium.



r

Voucher Program for Working Families

>

What Benefits Would They Receive? Two options were considered:►

Option 1. The Blue Cross/Blue Shield standard option.

►

►

Option 2. A catastrophic (high deductible plan), or alternatively coverage for ambulatory 

care services with 5 days of inpatient hospital care.

How Much Would Eligible Families Pay? Eligible families with incomes at or lower 
than 100% of poverty would not contribute toward the cost of their premium Families 
between 100% and 200% of poverty would contribute based on a sliding fee scale (i.e. 
families at 150% of poverty would pay 50% of the premium).

How Much Would the Federal Government Pay? The federal government would pay 
the entire premium for those eligible families living in poverty. Federal payments would 
end at 200% of poverty; subsidies between 100% and 200% of poverty are based on a 

sliding scale.

Who Is Eligible? All working families would be eligible; those with incomes below 
200% of poverty would be eligible for a federal assistance. Eligibility is based on a family’s 
work history; families that average at least 20 hours of work per week, or 480 hours in the 
previous 6 months would be eligible for the program. For the self-employed, eligibility is 
based on earning a specific level of self-employed earnings in a quarter ( or in the previous 
two quarters). Families eligible for medical assistance under a State's Medicaid program 

are not eligible for subsidies under this program.



r

Extension of Medicaid Benefits When Welfare Recipients Go To Work

►

►

►

►

What Benefits Would They Receive? Those eligible would receive an additional year of 

Medicaid benefits.

How Much Would Eligible Families Pay? Like today's Medicaid program, eligible 

families would not pay toward the cost of coverage.

How Much Would The Federal Government Pay? The program would use the 

existing Medicaid mathing formula. On average, the federal government pays 
approximately 57% of program costs, with states and local governments paying 43%

Who Is Eligible? Families that lose AFDC benefits when working (increased eamings 
place them over the AFDC eligibility thresholds). Today such families can receive up to 1 
year of transitional Medicaid coverage after leaving AFDC. The proposal extends this to 

two years of Medicaid coverage.



Coverage for the Unemployed Uninsured

►

►

►

What Benefits Would They Receive? A benefit package similar to the Blue Cross/Blue 

Shield standard option for up to 6 months.

How Much Would Eligible Families Pay? Families with income under 100% of poverty 
will receive the coverage at no cost. Families between poverty and 250% of poverty will 
pay according to a sliding fee scale. For purposes of the program, income is defined as 
cash income (computed on a monthly basis) excluding unemployment compensation and 

other transfers.

How Much Would The Federal Government Pay? The full cost for families under 
100% of poverty. For those above poverty, a sliding fee scale would be used. At 250% of 
poverty, eligible families would be expected to pay the full cost of the policy.

Who Is Eligible? All families that have a head of household or spouse who is 
unemployed and receiving unemployment compensation at least one month during the 
year. The household is not eligible if the spouse of an unemployed person is receiving 
employer-sponsored insurance and the employer is contributing at least 80% toward the 

premium.



Expansion of Coverage to Kids

►

parents have access to employer-sponsored insurance where the employer pays at least

►

►
185% of poverty would receive the coverage at no cost. Households with income between

►

costs with states and local governments using the existing federal medicaid 

matching formula.

Option 2. The federal government would pay for kids living in families under 
185% of poverty and split the costs with children according to the sliding fee scale 

noted above.

Who Is Eligible? Children under the age of 19 who were not covered by a private 
insurance plan during the 6 months prior to their enrollment. In addition, children whose 
parents have access to employer-sponsored insurance where the employer pays at least 

80% of dependent coverage are not eligible.

What Benefits Would They Receive? We have examined two options.

Option 1. Eligible children would receive the Medicaid package available in their 

state.

Option 2. Eligible children would receive a benefit package similar to the Blue 
Cross/Blue Shield standard option provided through the Federal Employees Health 

Benefit Program.

How Much Would Eligible Children Pay ? Children in families with income less than

185% and 300% of poverty would pay according to a sliding fee scale (i.e. those at 240/o 

of poverty would pay approximately 50% of the premium)

How Much Would the Federal Government Pay?

Option 1. Under the Medicaid option, the federal government would share the



NEC/DPC HEALTH CARE ISSUES AND OPTIONS

Coverage options1.

A wide variety of coverage options will be considered, including:

Structure options to illustrate how much coverage you can buy for different dollar amounts.

Insurance reform options:2.

Benefits and risks of alternative insurance reform in a non-universal coverage market.

3. State flexibility options:

Cost containment options:4.

Public sector options will be reviewed. (Medicare and Medicaid savings).

5. Financing options:

Linkage to public cost containment.

Review of alternatives already proposed is underway. Revenue options will be done by Treasury.

6. Regulatory options:

Options for providing incentives or removing potential barriers to state-based reform efforts. We 
plan on looking at Medicaid and ERISA waiver options for group consideration.

Private sector options must be reviewed in detail. (Included among analysis will be medical savings 
accounts, cost containment, commission options, and various tax cap alternatives).

Options considered will include an examination of feasibility, advisability and cost of different 
administrative options for each subsidy scheme.

Many Departments have regulatory reviews underway with expressed purpose of developing 
initiatives that can be helpful to health reform legislative and/or policy goals.

Graduated (from minimal to major) insurance reform options and implications and tradeoffs in each 
alternative.

low income families
kids only
welfare to work populations
in-between job (unemployment) protections
elderly (likely only consider if Medicare cuts high)
combinations, different benefit package assumptions and zero option, etc.



Previously Proposed Sources of Funding

1996-2000 1996-2005

Total Medicare TotalMedicare

5600 24

W/ P • J

X Tobacco + OBRA '93-1 66 12210 34

96 1524420A Tobacco + OBRA '93-1 + OBRA ’93-11

1951395834

256 3129773
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Net Mainstream Medicare + '
353-411256104-12873Other Revenue (TpTlvnS

1995-20041995-2000Medicare Savings in Previous Proposals

490120House Ways & Means

376118Health Security Act

348103Mitchell

16043Dole
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MEMORANDUM

Hillary Rodham ClintonTo:

From: Chris Jennings

Date: November 9, 1994

Presentation to PrincipalsRe:

Melanne Verveercc:

NEC/DPC Talking Points

Outline of Strategic Questions

Coverage Options and their Costs

Previously Proposed Sources of Funding

* Documents in bold will be distributed to meeting participants.

We will have clean documents for tomorrow's meeting. If you have any questions or 
concerns about this meeting, please do not hesitate to call me.

Ten Year OMB & CBO Deficit Table (which illustrates how little deficit reduction 
you obtain in the first 5 years if you have only Medicare "extenders" to draw from.)

THE WHITE HOUSE

WASH IN GTO N

Attached is a packet of materials in preparation for tomonow's meeting. Obviously these 
documents, particularly the financing documents, are extremely sensitive. The talking points 
include a list of political/strategic questions that hopefully will help form the policy option 
discussion. These questions will be read aloud by Carol, Bob, or myself, but will not be 
printed and distributed to the participants. The documents to follow include:



NEC/DPC MEETING

We obviously must conduct our evaluation within the context of what we believe to be the realistic 
political, economic, and policy environment that we face following Tuesday's election results.

Having said this, if we have any desire for any health investment or cost containment option to be 
included in the budget (or, for that matter, if we simply want to keep our options open), it is clear 
that our work must proceed in a timely manner in order to have a full and complete review of the 
options available. Today we will hopefully start the process of nanowing the infinite number of 
options that are possible, so that our respective staffs can better serve us and the President.

Failure to protect ourselves against leaks and/or characterize meetings inappropriately or 
inconsistently is likely to severely hamper if not eliminate the possibility of providing the President 
with the best and most broadly-based policy options.

Prior to turning to him, however, we believe it is important that you evaluate these options within the 
context of the following questions regarding our health care goals, policy philosophies, and overall 

strategy:

The purpose of today's meeting is to begin to discuss and focus our attention on what health reform 
options we believe we should present to the President for his consideration. This is the first of a 
series of meetings with principals who will be playing the primary role in determining these options.

We have asked Chris to develop a brief, first-cut health policy options presentation that we hope 
will help focus and give context to today's discussion.

We cannot afford to have the Congress or the outside interest groups reach the false conclusion that 
anything other than preliminary discussions are taking place. A belief to the contrary has every 
potential to be devastating to our relationships with them and our ability to produce a politically and 
policy-sound health reform strategy and package.

Once again, before we start in earnest, we want to thank you for the assistance you and your staff 
have provided to this effort. To date, we have been quite successful in completing some preliminary 
staff groundwork and the information discussed and circulated has been carefully and professionally 

handled.

As we proceed forward, there will be an intensified interest in our work by the media, the Congress, 
the outside interest groups and others. As a result, we are going to have to bend over backwards to 
guard against leaks. (In this regard, sometime during this meeting, we'd like to discuss and seek 
advice on how we — as a group — want to characterize our work and progress outside this room).



1)

2)

3)

4)

5)

6)

7)

8)

9)

10)

Start Presentation by Chris....

Government Role. Should there be a driving philosophy about the role of Government 
relative to any of these options? For example, can we consider public (i.e., medicaid) 
coverage expansions understanding, if we do not, significant Federal insurance reform will be 
necessary if we opt for private subsidy approaches?

Federal/State Strategy. Should any health care reform strategy be a substantially Federal 
driven/administered initiative OR should we give more latitude to the states?

Budget Strategy. Should we integrate our health policy inside or outside the President's 
budget proposal?

Cost Containment. Do we have public or private cost containment objections beyond 
medicare?

Linkage to other Administration Priority Issues. Should we link our health policy options 
to other Administration policy priorities, such as welfare reform?

Coverage Expansion. To what extent — if any — do we desire or need to advocate for 
coverage expansions?

Deficit Reduction. Do we have a desire/need to dedicate any of the savings or revenues 
associated with health reform for deficit reduction as opposed to coverage expansions? If so, 
can we begin to think about parameters of the amounts and budget year timeframe (i.e., short 
term and/or long term deficit reduction goals) that we would like to be considered?

Medicare Savings. Within the context of deficit reduction, how many — if any — 
Medicare dollars should be on the table? Are there some categories of cuts that can/should 
be put on or off the table or prioritized in any way (e.g., extenders, hospitals, physicians, 
beneficiaries)? If we are talking about anything significant in terms of Medicare cuts, do we 
have to consider expansions of benefits for the Medicare population?

Revenue Options. In the new political environment, what — if any — revenues can be 
even contemplated for consideration for coverage expansion?

Obviously, the politics and numbers will significantly drive our policy decisions. As such, it is extremely 
helpful to us (and to Chris, as well as all principals' staff) to get a sense of where we are headed on the 
above mentioned issues. Please keep them in mind as you evaluate the policy options that Chris will now 

present.

Legislative Strategy. Should our health policy recommendations be driven by a 
"positioning" or an "enactment" strategy? How can we best integrate our 
political/budget/policy priorities with the new Republican Congressional Leadership? 
(Pat, et al)



HEALTH CARE STRATEGIC QUESTIONS

1) Legislative Strategy

2) Budget Strategy

3) Deficit Reduction

4) Coverage Expansion

5) Revenue Options

6) Medicare Savings

7) Cost Containment

8) Government Role

9) Federal/State Considerations

10) Linkage to other Administration Priority Issues



20042002 200320011999 200019981996 19971995

N/A N/AN/AN/A N/A-207.4-190.0 -191.8-179.2-167.1

-397-319 -355-257 -287-231-193 -197-176-162

Medicare Savings Options:

10.2 66.111.9 15.9 19.46.0 8.73.10.60.1 0.40.0

9.0 30.26.93.7 4.7 5.72.91.6 2.31.20.2 1.0

19.2 96.321.6 26.312.4 16.68.92.2 5.41.60.2 1.1Extensions Subtotal

43.27.8 9.7 14.45.0 6.33.72.7 3.23.30.0 1.6

33.6 139.529.5 36.017.3 22.88.6 12.64.92.7 4.90.2

67.1 342.353.2 66.2 80.133.6 42.217.5 25.113.92.5 8.1

DEFICIT (Adminstration
Midsession Estimates)

Extensions of OBRA 1993
Savings Policies

Additional Bipartisan 
Medicare Savings and 
Receipt Proposals

1995-
1999

TOTAL OBRA + ADDITIONAL
BIPARTISAN MEDICARE
SAVINGS

MITCHELL HI MEDICARE
SAVINGS

1995-
2004

DEFICIT (CBO Midsession
Estimates)

Extensions of OBRA 1993
Baseline Savings

BUDGET DEFICITS AND ESTIMATED CBO SCORING OF PREVIOUSLY PROPOSED MEDICARE SAVINGS
Fiscal Years, Dollars in Billions

1995-2004

jl



Subsidy-Options

41030-60 550-815

I XWelfare to Work

I X 'Unemployed

X I X IXKids Only

X I X XWorking Families

I X XBroad, Low Income Voucher |

?? | ?? ?? 77 ■ ■I ?? I ?? T??State FMAP Flexibility

Other Options
6

1996-2000

9-364-15Self-Employed Deduction

20-7510-12Long Term Care

10021Medicare Drug

Ivtyierkl £>£■ ru.nij|C i
4t>e long term care options range-fr-em the capped entitlement in the Mitchell bi!U»-&emethtng-sma4+e<,

and-also-tneitfde other related policies.

eV<•-

Each column shows the amount of funding required for different coverage proposals, and does NOT 
include the cost of any Other Options (detailed below).

The self-employed deduction options range from extending the current 25% deduction from 1/1/94 to tj-Tw-T-

also increaslh^the deduction to 100% on 1/1/95.

Possible Options and their Costs

Net Subsidy Dollars represents gross subsidy cost minus any Medicaid savings and state maintenance 
of effort requirements.

The Medicare drug benefit is the one in the Mitchell bill. Beginning 1/1/99, beneficiaries pay a deductible 
and 20% copayment up to a $1275 yearly out-of-pocket limit. This program is 2St-financed by an increase 

in the Part B premium.

Total Cost

1996-2005

All options assume a 1/1/97 start date. The options have been estimated as if they are independent, 
stand alone options. For example, if Welfare to Work, Unemployed, and Kids Only programs were to be 
implemented simultaneously, the total cost would substantially exceed $60 billion but would not reach 
$180 billion because the programs are somewhat overlapping.

Billions of Net Subsidy Dollars, 1996-2005
120 | 150 | 200 | 310



December 21, 1994

Dear Colleague,

Meanwhile, Congress’ failure to act has shifted the challenge back to state 
governments, local communities, the medical professionals and the health care 

ENVIRONMENT ANO PUBLIC WORKS 

LABOR AND HUMAN RESOURCES 

FOREIGN RELATIONS 

SMALL BUSINESS

HARRIS WOFFORD
PENNSYLVANIA

Then there is the central budgetary problem of how to reduce the rate-of- 
increase in the costs of both Medicare and Medicaid without shifting those costs 
onto the private sector or undermining the care given by hospitals and doctors. 
This challenge, perhaps more than any other, will bring Congress back to need 
for health reform.

Congress cannot avoid the issue for long because any successful welfare 
reform must deal with the problem of assuring women with dependent children 
that when they leave welfare to take a job, they won’t lose the health care they 
now get through Medicaid. If the Republicans are serious about their wish to 
reduce government, they should be open to an arrangement for vouchers 
through which those who leave welfare get private health insurance choices with 
their new jobs. That was one of our proposals last year that got little 
recognition in the onslaught against "government takeover" of medicine. This 
would get government out of the business of paying directly for medical 
services for the poor.

Some of us will be available to do the "whacking," if necessary, but let’s 
hope that before the 1996 election season reaches its full partisan fury, some 
constructive first steps can be taken.

lanitd States Senate
WASHINGTON. DC 20510-3803

As our Senate office closes down and the moving van takes our health 
care and other files home to Bryn Mawr, 1 want to thank all those with whom I’ve 
worked to reform the health care system. And I want to assure you that I look 
forward to continuing work with you to achieve the goal of affordable health care 
choices for all: choices as good as Congress has arranged for itself.

With the new leadership of the Senate and House, we cannot expect -- in 
the next two years, at least - anything like the comprehensive reform I had 
hoped for. But the common ground, first-step, children-first proposals I made to 
Senators Dole and Mitchell last summer may be possible. Senator Dole has said 
that if the new Congress doesn’t pass some significant health care reform within 
a year, it should be "whacked."



With warm good wishes,

Harris Wofford

I’m looking back only in order to figure out how to move forward. Most of 
all, I’m deeply grateful, this holiday season, for the extraordinary opportunity I’ve 
had, during the three and a half most challenging years of my life -- so far. For 
this, I thank you and all the people of Pennsylvania.

I hope you’ll read the article. If you have thoughts on what went wrong, 
or, more importantly, on where we should go from here, I hope you’ll get in 
touch with me (407 Old Gulph Road, Bryn Mawr, Pennsylvania, 19010). J’m 
starting to do some writing and talking on that subject, and I want to be part of 
shaping a new strategy as the country goes back to the drawing board on health 
reform. I would benefit by your reflections and counsel.

Aside from the health care debate, there was also, of course, the election I 
lost this Fall. I lost it in part because the health care debate was lost. In 1991, 
the need for health reform was the symbol of why voters in Pennsylvania wanted 
Washington to act on our economic and social problems. In 1994, the distorted 
version of Democratic health care proposals became a symbol of "Big 
Government," and the failure to get agreement was an example of failure by the 
Administration.

Other factors -- gun control and the NRA, abortion, Clinton, my opponent’s 
direct mail campaign, and lost opportunities by our own campaign -- were each 
enough to make the difference of about 85,000 votes out of more than three and 
a half million cast.

industry. The attached December 18, 1994 New York Times article describes the 
extraordinary change underway in that industry. For those of us who want more 
consumer choice -- not less choice -- of doctors and health insurance plans, the 
increasing limitations on such choice in the private sector is disturbing.

Most stimulating to me is the enclosed article by James Fallows in the 
January 1995 The Atlantic Monthly. It says much of what I’ve wanted to see in 
the media, but sorely missed during the months we lost the debate. The Clinton 
bill was too long, too regulatory, and too bureaucratic. Our Labor and Human 
Resources Committee recognized that and made major changes at the mark-up. 
But the misinformation and distortion was greater than I have ever experienced 
on any other public issue.



September 26, 1994

Dear Senators Mitchell and Dole.

1.

2.

1
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SMALL BUSINESS

The Honorable George Mitchell
Majority Leader
United States Senate
Washington. D.C. 20510

The Honorable Robert Dole 
Minority Leader
United States Senate 
Washington. D.C. 20510

. HARRIS WOFFORD
PENNSYLVANIA

lanitrd States Senate
WASHINGTON. DC 20510-3803

Even though there is broad agreement on many elements of health reform, it now appears that 
Congress may recess without passing any health reform legislation. To adjourn without enacting those 
measures upon which we agree would be a scandal. It is hard for me — and more importantly hard for the 
American people - to understand why we would leave so many significant agreements on the table.

We have seen how baseball owners and players, by emphasizing their disagreements, ruined a 
wonderful season for everyone. Let’s choose the opposite course. Let’s emphasize our common ground, 
and act on it. That would be a victory for everyone, most significantly for the American people who would 

find health insurance more accessible and more secure.

As you. Senator Dole, have suggested on numerous occasions, there are clear areas of agreement on 
health reform that can still pass with overwhelming support in the Senate and the House of Representatives. 
Specifically, I propose a bill that includes the following provisions, which you and many Republicans and 
Democrats have supported. (I have noted how each item has already been included in existing proposals.)

Insurance market reforms. Strengthen private health insurance by eliminating pre-existing 
condition exclusions and enacting other widely agreed upon changes in insurance industry 
practices. (Mitchell. Dole, Labor Committee, Finance Committee, Mainstream Group)

Federal Employees Health Benefits Program (FEHBP). Open to individuals and small 
businesses the program that we and millions of Americans use to get health insurance. 
(Mitchell. Dole. Labor Committee. Finance Committee, Mainstream Group)



3.

4.

5.

6.
system by moving to a uniform electronic

7.

supported. I believe the American people would understand and support such a bill if we could agree to

With warm regards./ith war

September 26, 1994
Page Two

Harris Woffoi

capped state grant program to provide assistance to the elderly and disabled for the cost of 
home and community-based care. (Mitchell, Labor Committee, Finance Committee, 

Mainstream Group)

Deductibility for the self-employed. Permit farmers, sole proprietors, and othw self­

employed persons to deduct 100 percent of their health care c_ ’ ” ”1
proposals include an expansion of the deductibility for the self-employed. (Mitchell, Dole, 

Labor Committee, Finance Committee, Mainstream Group)

Administrative simplification. Reduce the cost and frustration caused by the mass of 
paperwork that plagues the current health care system by moving to a uniform electtonic 
system for medical records and claims, building on private sector, not government initiatives. 

(Mitchell, Dole, Labor Committee, Finance Committee, Mainstream Group)

Anti-fraud and abuse. Enhanced investigation and enforcement of fraud and abuse laws. 
(Mitchell, Dole, Labor Committee, Finance Committee, Mainstream Group)

This "Seven-Point Common Ground Plan" is made up entirely of provisions that we have all 
supported. I believe the American people would understand and support such a bill if we could agree to 
move it through Congress. To be sure, such a bill would not include many reforms that I support, as well 
as provisions that others favor. But I suggest that we leave those disagreements for another day. Now is 

the time for us to come together to work for what we agree is the common good.

costs. Virtually all health reform 
proposals include an expansion of the deductibility for the self-employed. (Mitchell, Dole,

Expanded coverage for children. Provide subsidies for low and moderate income 
children. Virtually all health reform proposals include subsidies for individuals and 

families with low and moderate income. This approach would focus subsidies on 
expanding coverage for children. (Mitchell, Dole, Labor Committee, Finance

Committee, Mainstream Group)

Long-term home and community-based care. Make a start on long-term care by creating a
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By Pat Griffith
Post-Gazette Washington Bureau

out. I notice
Bob] Dole is run- 

ives me
four years to run for president — which I’m not

as “coffee table books” and “honorary _ 
grees” and “glassware,” Harris Wofford was 
amidst a transition back home to the Philadel­
phia suburb of Bryn Mawr.

Wofford’s meteoric Senate career had run

F

major overhaul of the health care system, he 
didn’t produce — and so was defeated. 

ukmow u.au ..V v Some would contend that he was hurt by his
‘perch” he’ll occupy next. The identification as a supporter and admirer of

H  • ■ - i President Clinton. Another line of political

he added: “It’s the high point, I would say, so 
far. ”

Wofford, 68, insists that he doesn’t know 
precisely what “perch” he’ll occupy next. The 
former college president and state official said

o

Wofford exit graceful
amid post-mortems

Unseated senator calls half-term his "high point*

mond of South Carolina, the Republicans’ lobbyist.
newly chosen president pro tem, turned 92, Asked if he might run for office again, he 
two-thirds of the way through his seventh term beams enigmatically.



iny “that we might go back to tax 
saks for the rich that aren’t paid

worked harder to reach, he says, it 
would be hunters who believed the

helped develop; and an overhaul of
the student loan program that lets 
payments be adjusted to graduates’

until September to attempt a bipar­
tisan bill, that Republicans would

an Jl-year-old in New York, 
wfote his two senators, R

ippreciation
for the opp< jrtunity I hid.”

Wofford said he finds much he

em-

Woffortbarely admits to person- * what members of Congress have

al disappointment that his Senate

“When you think of Tosses like 
at, a little election defeat is very which incorporated lessons from

speech” to Republicans last ate tradition, Wofford lifted the lid 
k, especially Gingrich’s pro- on his desk to carve his name for

great statesman who light, he'found the names of Wagner 

id-error” approach to and Copeland there ahead of him. .

election result as a 
tion because half 
million voters, “minus 87,000 peo-

3V4 years. I’m not leaving with any m parting, “all 
sense other than an a]

((All this suggests 
that you may see 

more of me. ”
National Rifle Association’s harsh 
rhetoric that his support of an 
assault-weapons ban was a step 
toward taking away hunting rifles. 
Wofford vehemently denies that he 
would ever advocate government 
interference with hunting.

“Ironically, because the economy 
was better and people weren’t as 
concerned about losing their jobs, 
some of the special-interest issues 
became more important,” he said. 
“The gun issue alone more than

Roosevelt as a j 
took a “trial-am

overwhelming political mandate for
Republicans,

earnings and extend thepi for long­
er periods.

As a going-away present, his 
Senate staff gave him framed 
copies of those bills and the pens 
the president used to sign them.the president used to sign th<

“I’m grateful to [Gov.] Bob Casey Supreme'c7urt7 
for appointing me ... and [for]
being elected.It’s been a wonderful . “So,/

Santorum on Election Night. While 
no meeting with his successor is 
scheduled, he said he expects to 
have one, “and I look forward to it.”

Wofford does acknowledge that 
in hindsight he wishes he and other 
Democratic senators had moved 
sooner and more forcefully to sim­
plify Clinton’s original health care 
proposal to win support from mod­
erate Republicans and the public.

At the same time, he says he’s 
unsure that even if Democrats had 
signaled willingness to compromise 
early last year, instead of waiting 
until September to attempt a bipar­

tism and anger at Washington.
But Wofford refuses to feel re­

jected or dejected. If there is one 
group of voters he wishes he had

and assuring all Americans of a 
choice of benefit plans comparable

made up the spread in the votes.”
Wofford said he doesn’t view the

u,.. c=
those who wanted him to return for /Y61!1 'SiJrfo 
a full six-year term. In his mind, the somewhat simdar o the one he

closeness of the Pennsylvania con- test refutes the widespread portray- ployees health insurance program 
al of the midterm elections as an 1° and smaU businesses

have let a bill pass the Senate in an 
election year.

"But we put the issue on the map 
in an indelible way," he says confi­
dently. “And even Dole said recently 
that if Congress has not passed a 
health care reform bill within a 
----- it should be ‘whacked.’ It won’t

>, but I

that, a little election defeat is very 
small,” he said quietly.

He last Spote to Sen -elect Rick

agrees
Speaker Newt Gingrich’s “inaugu­
ral !. ‘ "
week especially Gingrich’s pro­
fessed admiration for Franklin D.

Wofford exit graceful amid post-mortems
WOFFORD FROM PAGE A-l government reform. ,

But he leaves with one great 
worry: “that we might go back to tax 
breaks for the rich that aren’t paid 
for and do defense spending that 
isn’t paigl for,” with , a resulting 
increase in the deficit.

More oy accident than design,' 
Wofford (was the last senator to 
speak on the Senate floor in the 
103rd Congress. 1

In a orief valedictory Dec. 1 that 
closed the special session, Wofford 
recalled that he had begun his 
active involvement in public policy 
as an jl-year-old in New York when 
he wrote his two senators, Robert 
Wagrjer and Royal Copeland, io 
protest Roosevelt’s attempt to padk

* i
“So, if past is prologue,” he said

ing, “all this suggests that 
yoy may see more of me — not as a 
senator, but once again as a citizen 

.,u ..v who will do his best to help the
with in incoming House Senate do its duty.”

Earlier that week honoring Sen- 
e tradition, Wofford lifted the lid 

______________________ _ ____ • 1 
posterity. To his surprise and de­
light, he found the names of Wagner

younger friends” that the three sponsored and helped push to pas- 
significant losses in his life were the sage: the Martin Luther King noli-

Corps and National Service pro­
grams; the school-to-work bill,

Pennsylvania’s youth apprentice­
ship programs that Wofford had

_________ ___________ i Against the failure to enact 
tenure ended so abrupUy. He said health care reform durmg his ten- 
he has explained to “dispirited ure, Wofford stacks the bills he 
vnnnmr fripnds” that thp thrpR soonsored and helped push to pas-

.U.VU.U .voovo u. ...»      —O- _____ - 101*'dwthrofjZi and Robert Kennedy day biH; theJJiyilian Conservation 

and Martin Luther King Jr.
“When you think of Tosses like
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While Congress Remains Silent,
Health Care Transforms Itself

Healing Process
A special report.

companies with 200 or more 
employees.
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: s AContinued on Page 34, Column 1
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dominant force in managed care. 
Today the majority of all people 
enrolled in H.M.O.’s, the most com-
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Run for decades more like a col­
lection of cottage industries than a 
system that now accounts for one- 
seventh of the economy, medical 
care is increasingly the domain of 
big business, offering a rich new 
playing field for Wall Street. Merg­
ers and acquisitions of hospitals; 
clinics; doctor groups with their pa­
tient lists; medical laboratories, and 
other patient-care seryices, have to­
taled $20 billion this year, up from 
just $6 billion in 1992. Combined with 
the $22 billion in pharmaceutical 
deals, health care mergers sur­
passed in value those of any other 
industry for 1994, according to the 
Securities Data Company, a re­
search firm in Newark.

But this restructuring has done 
nothing to ease the plight of the 
uninsured, whose numbers keep 
climbing, and it is also raising pro­
found new questions about how qual­
ity care and medical ethics can be 
guarded.

“There’s never been a time in the 
history of American medicine when 
the independence and autonomy of 
medical practitioners was as uncer­
tain as it is now,'\said Dr. Arnold S. 

■

This year, reflecting dramati 
change, almost two-thirds of

mon and stringent form of managed 
. u.. t
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s Managed

65%

care, are in plans run by for-profit 
companies. J'.

qAt least three-fourths of all doc­
tors signed contracts, covering at 
least some of their patients, to cut . 
their fees and accept oversight of . __
their medical decisions. Among doc- 
tors who work in group practices, the 
share of such managed-care con­
tracts was 89 percent by 1993, up 
sharply from 56 percent the year 
before.

By ERIK ECKHOLM

In the two years that Congress 
wrangled over health care before 
quashing proposals for fundamental 
change, private market forces were 
acting on their own to transform the 
country’s medical "system dramati­
cally.

Indeed, cost cutting, intensive 
competition and the growing role of 
large, profit-seeking corporations in 
health care escalated some of the 
very trends that many members of 
Congress said they most opposed, 
like limitations on the choice of doc­
tors. Among the milestones Ameri­
can health care reached without fan­
fare during 1993 and 1994 were 
these:

<1A majority of privately insured 
Americans were enrolled in man- 
aged-care plans that limit choice of 
doctors and treatments. Sixty-five 
percent of workers at medium and 
large companies were in such plans 
by 1994.

q For-profit health maintenance 
organizations grew so fast that they 
overtook nonprofit H.M.O.’s as the 
dominant force in managed care.

employers will receive their 
care from some kind of 
managed care arrangement, 
involving a limited choice of 
doctors and tighter costdoctors and tighter cost 
controls. Figures are for

I 35% -

I -

■Marwick

The New York Times
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A New Breed 
Of H.M.O.’s

i hospital stays they consider unnecessary, as 
well as by paying lower fees, pushing pre­
vention and seeking out efficiencies wherev­
er they can. In regions where H.M.O.’s have 
begun to compete with each other for busi­
ness, there is, in fact, evidence that they can 
hold down overall medical spending.

In California, a bellwether in the transi­
tion to managed care, three-fourths of all 
privately insured patients are now in 
H.M.O.’s, and even one in four elderly Medi-

H.M.O.’s seek to cut costs by curbing 
tests, surgery, referrals to specialists and

I

zcare patients have joined them, said Albert 
/'towey-Ball, a consultant in Sacramento. In 
>e . - • .
^ploj
«fier

tvan Richman tor The New York Times

Dr. Arnold S. Reiman
Editor, New England Journal of Medicine 
“There’s never been a time in the history 
of American medicine when the 
independence and autonomy of medical 
practitioners was as uncertain as it is
now.”

4-

Reiman, editor emeritus of the New 
j England Journal of Medicine. “I 
i think that in this process business- 
hmen and their agents will begin to 
' exercise unprecedented control over 
the allocation of medical resources.”

But proponents of H.M.O.’s say 
that their brand of medical care, preven­
tion-oriented and centered on a family doc- 

’ior, is generally better as well as more 
^’economical. They say consumers have little 
J.to fear.

“It’s the corporatization of health care,” 
j'said Kenneth S. Abramowitz, a market ana­
lyst with Sanford C. Bernstein & Company 
in New York, who advises health investors. 

j^And what’s wrong with that?”
“Corporations produce hotel rooms and 

toothpaste and automobiles, and the country

■ I

In the vanguard of change is a new breed 
of for-profit H.M.O.’s, aggressively compet­
ing for contracts to provide care for a preset 
monthly fee and exercising strong controls 
over the decisions of their doctors and hospi­
tals.

i Some of these H.M.O.’s are run by the 
large insurance firms, like Prudential and 
Aetna, while others are newer, independent 
companies like U.S. Healthcare, based in 
Pennsylvania or FHP Inc., based in Califor­
nia. Together, they have eclipsed the older 
nonprofit groups like the Kaiser Foundation 
of California that pioneered in the creation 
of H.M.O.’s, under-pricing them and often 
providing extra services like longer office 
hours.

As they take over a larger share of in­
sured patients, the for-profit H.M.O.’s are 
forcing the rest of the system to emulate 
their practices/with private doctors and 
nonprofit hospitals joining new groups 
searching for ways to market their services 
and cut costs.

From 1992 to 1994, nine million people 
joined H.M.O.’s, bringing the total of partici­
pants to more than 50 million, a fifth of the . 
country’s population. This was more than 
double the growth of four million in tne 
previous two-year period, and it largely 
occurred among for-profit companies. In 
some cases, the H.M.O.’s allow patients to 
use outside doctors if they pay extra fees.

Tens of millions more people are in looser 
forms of managed care like “preferred pro­
vider” networks that require use of doctors 
who have agreed to work for a discount, but 
that do not oversee daily medical decisions 
as closely as the H.M.O.’s do.

In parts of the West, Minnesota and re­
cently Massachusetts, more than one-third 
of all residents, including most privately 
insured patients, are already in H.M.O.’s. 
The numbers are climbing fast everywhere | 
except in sparsely populated regions, where 
H.M.O.’s are less practical. In New York 
City, long a holdout, enrollment in H.M.O.’s 
jumped by 20 percent in the year ending in 
April, and now includes 18 percent of the 
total population.

As H.M.O.’s and medical groups swallow 
each other, fewer, larger systems are taking 
over the market. Over the last two years in 
southern California, seven large medical 
systems have gained control over 75 percent 
of the private insurance market of some 7.2 
million people, said Dr. Jacque J. Sokolov, a 
physician and chief of Advanced Health 
Systems, a consulting firm in Los Angeles. 
The largest one is the nonprofit Kaiser 
group, but all the others are for-profit
H.M.O.’s and medical groups.

Even where H.M.O. ’s are not yet domi­
nant, their looming presence is prompting a 
frantic burst of acquisitions and speculation 
more typical of the airline or telecommuni­
cations industries than the formerly staid 
world of medicine.

A

/|he most recent sign of savings, larger em- 
^ployers in the state, in negotiations with 
^fiercely competing H.M.O.’s, have obtained 
Rollbacks in health premiums for next year 

of up to 10 percent.
&Nationwide, health spending slowed con­
siderably over the last two years, though it 
’“ was still double the general inflation rate.

Whether recent reductions in H.M.O. pre­
miums can be maintained for long is disput­
ed. And over time, many experts believe, 
health spending will still grow faster than 
the economy as a whole because of new 
technologies and the aging of the population. 

Whatever it may do to cut spending, mar­
ket competition has not halted the rise in the 
number of uninsured, which is linked to 
broader economic trends. According to Fed- 

| eral surveys, the number of Americans liv- 
‘ ing without health insurance climbed to 39 
; million in 1993, from 37 million in 1992, and 
i further increases are expected this year.

While President Clinton’s ill-fated health 
' care plan sought to encourage the trend 
toward market competition, it also proposed 
numerous new regulations and agencies in­
tended to keep the system fair and cap 
future spending. These regulatory meas­
ures were seen as potentially suffocating by 
many in the health industry, who turned 
against the plan.

Market competition portends drastic 
change for many doctors and hospitals. The 
scale of the possible dislocations is suggest­
ed by a single example. In southern Califor­
nia now, the going rate paid by H.M.O.’s for 
heart-bypass surgery is $15,000, including 
all doctor, hospital and other fees. In con­
trast, total fees for bypass surgery under 
traditional insurance in much of the country 
can easily be $45,000 or more. There is no 
evidence of any differences in medical out­
comes. ' 7 63r<

Already in California, “the incomes of 
specialists are dropping like stones,” said 
David Langness of the Hospital Council of 

—Southern California. Hospitals throughout 
southern California are now only 48 percent 
full on average; 40 have closed in the last 
five'years and many of the remaining 279 
are in financial straits.
(l Doctors who are not well ensconced in 
H.M.O.’s are in a state of near-panic, said 
Dr. Gary Krieger, a pediatrician in San 
Pedro, Calif. “They’re joining physician 
groups, signing any contracts put in front of 
them and losing control of their patients.”

K;

I 1---------- ,----------- -

1 does fine. You still have to produce a service 
and monitor and improve it, for a finite 
price.”

The rapid changes have been driven, 
above all, by the desire of those who pay 
most health bills — employers and the gov- 

; ernment — to reign in costs. In response, 
1 insurers and H.M.O.’s are offering to care 
for people at reduced, all-inclusive prices, ’ 

J confident that they can suppress spending 
1 enough to offer good care and still make a 

.! profit. And in turn, investors and specula- 
j tors are attracted to companies that hold 
• the promise of delivering the health care 

“product” for less.
The national debate over how to revamp 

i health care only speeded up the changes in 
the marketplace, many experts think, as 
doctors, hospitals and investors realized 
that one way or another, managed care was 
likely to reign supreme.
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are buying each other out, forging strategic 
alliances and sometimes engaging in cut-
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At the heart of the transition occurring in 
American health care is a basic switch in 
the way medical services are paid for, from 
one in which fees are paid for each service 
provided, to one in which health plans re­
ceive a preset fee to meet all medical needs.

In the traditional system, doctors and 
hospitals made money by doing more, creat­
ing an unhealthy incentive to perform mar­
ginal tests and surgery. In the new system 
of prepaid care, the H.M.O. receives the 
same fee no matter what; an extra sono­
gram comes out of its profits. And increas­
ingly, the H.M.O. pays physicians and hospi-

$1.4

$7.9
• I!

from many taxes. In the new competitive 
climate, many are behaving more and more 
like the investor-owned chains, which seek a 
profit for shareholders, leading some to ask 
whether the distinction is meaningful. But 
leaders of the nonprofits say they retain a 
deeper commitment to serving their com­
munities.

Doctors are often forming associations i, 
, for negotiating purposes and in one case, in 

Florida, a group of private surgeons have 
tried joining a union to bolster their bargain­
ing power over fees.

Meanwhile, Federal antitrust enforcers 
are struggling to define when consolidation 
by hospitals or doctors amounts to the ille­
gal infringement of competition. 

“It’s a free-for-all, with different groups 
vying for control,” said Dr. Peter Kongst- 
vedt, a partner of Ernst & Young in Wash­
ington and, like Dr. Sokolov, one of a grow­
ing number of physicians working full-time 
as business consultants.

Huge sums are required to create giant, 
low-cost health plans to pay for everything 
from the computer systems used to monitor 
doctors’ decisions, to mass advertising. 

With their broader ability to raise funds 
from investors, the for-profit companies 
should have an edge over nonprofit H.M.O.’s 
and hospitals, said Dr. Sokolov. “The future 
of the nonprofits is in jeopardy,” he said. 

Competition for patients in southern Cali­
fornia has become so intense that, in the 
view of many industry analysts, some of the 
H.M.O.’s and medical groups may be losing 
money in that region this year, covering the 
losses with profits made elsewhere. Desper­
ate to keep a flow of patients, hospitals are 
agreeing to fees that are below their true 
costs.

And now, with the pie shrinking, conflict 
over the division of revenues is building 
among the insurers, doctors and hospitals. 

“The H.M.O.’s are taking extraordinary 
profits,” said John C. McDonald, chief exec­
utive of the Mullikin Medical Centers, a for- 
profit group of 400 doctors based in Long 
Beach, Calif., that subcontracts with 
H.M.O.’s to provide patient care at a set 
price. “They’re taking one-third off the top 
and using that money to expand in other 
parts of the country.”

Doctor and consumer groups have at­

’91

$180

‘Domestic companies only, by date deals were 
announced. Excludes pharmaceutical companies. 
fThrough December.
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Is Quality
Sacrificed?

Susan Harris for ine New Yor* Times

Kenneth S. Abramowitz
Market analyst
“It’s the corporatization of health care, 
and what’s wrong with that?”

Seeking to Control 
The Market

tacked the H.M.O.’s for spending from 15 
percent to 30 percent of their Revenues on 
marketing, administration and profits. But 
defenders say this is not out of line with 
other industries, and that it takes extra 
oversight to rechannel medical practices.

“I would not characterize this as money 
being diverted from health care,” said Alan 
Hoops, chief executive of PacifiCare Health 
Systems Inc., an investor-owned H.M.O. 
based in Orange County that has expanded 
into five other states. “It’s no different from 
any other business. Management is part of 
health care.”

In the fierce competition for contracts, 
Dr. Sokolov said, "There has been less focus 
on quality measures, report cards and the 
like and an extreme focus on price.”

Over time, as all groups offer care at 
similar rock-bottom prices, he said, custom­
er service should become a more important 
arena for competition. Larger employers, 
many working together in the Bay Area 
Business Group on Health in San Francisco, 
have already begun demanding that health 
plans produce data for public release on 
medical performance and patient satisfac­
tion.

“But on the downside,” Dr. Sokolov said, 
“there may be no money left in those sys­
tems to invest in quality studies.”

Insurers, hospitals, doctor groups and 
new kinds of hybrid health care companies 

throat price wars as they seek to position 
themselves for the coming competition.

The object is to gain the best position for 
signing up insured patients — “money-gen­
erating biological structures,” as Uwe Rein­
hardt, an economist at Princeton Universi­
ty, says they might be defined today.

No one is chasing after the uninsured, 
whose plight may actually be worsening as 
financially strapped hospitals cut back on 
charity care, said Glenn A. Melnick, a re­
searcher with the Rand Corporation in San­
ta Monica, Calif.

Advertising expenditures by health 
and dental insurers, in millions.

B Full year H First nine months

$182

$143
, - :

Value of mergers and C:
acquisitions involving health $18.0
care companies,
in billions.*

Even as insurers, doctors and hospitals 
begin to link up, the three groups are jos­
tling to see who can dominate. So far, the 
insurers and H.M.O. companies generally 
have the upper hand, but in the last two 
years doctors and hospitals have begun to 
regroup, trying to build large organizations 
of their own to salvage some autonomy and 
bargaining power. In the most dramatic 
example, in just two years one private hos­
pital company, Columbia/HCA Healthcare, 
has grown from a small regional chain into 
the owner, when recent deals are completed, 
of 311 hospitals — half of all the for-profit 
hospital capacity in the country.

This chain and others are now starting to 
buy up nonprofit hospitals as well. At the 
same time, larger nonprofits are buying up 
small hospitals and doctor groups in hopes 
of securing their own share of the market.

The nonprofit hospitals were often formed 
with a charitable purpose and are exempt
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when a patient appeals an H.M.O. decision 
to deny a service.

Health Policy of the University of Pennsyl-
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The plans say they reward doctors not 
only for holding down referrals and tests, 
but also for improving the rate at which 
children are immunized and for their scores 
in privately conducted surveys of consumer 
satisfaction. They also foster the use of 
scientific guidelines for care and peer re­
view of doctors’decisions.

“The many non-financial influences bal­
ance out the financial incentives," said Dr. 
Alan L. Hillman, director of the Center for

tals on a similar basis, known as capitation, 
giving these groups a direct incentive to 
hold down expenses.

Dr. William S. Andereck, an internist at 
California Pacific Medical Center in’ San 
Francisco, said he resigned from an H.M.O. 
after 10 years because he felt the incentives 
were unethical. “You get the same amount 
whether you see the patient or not,” he said. 

“For the black and white stuff they still 
make the same calls,” he said. "But most of 
medicine isn’t black and white. It’s judg­
ment calls, and that’s where the incentive 
system has its impact.”

If a woman has a lump in her breast, the 
doctor can wait three weeks or send her to; 
the surgeon down the hall for an immediate 
biopsy, he noted. “Probably the outcome' 
will be the same,” he said. “But over that 
three weeks, what if it was your wife?”

The H.M.O.’s argue, though, that since 
they take financial responsibility for a pa-' 
tient’s care over time, they actually have an 
economic imperative to perform useful 
tests and surgery.

“The lesson we’ve learned, and it cost us 
quite a bit to learn it, is that you do well only1 
by keeping patients well,” said Mr. McDon­
ald of the Mullikin group. He noted that poor 
management of hypertension, diabetes or 
congestive heart failure can lead to cata­
strophic expenses.

“Those delayed procedures this year will 
cost you far more next year,” Mr. McDon­
ald said.

In some cases, the detailed scrutiny of 
medical decisions by H.M.O.’s can mean 
better care for less. The Kaiser plan in 
southern California, for example, found that 
by offering Pap smears to women on a 
scientifically based schedule, in most cases 
every three years, they could perform fewer 
total tests on more women. They spent less 
money, but detected more cases of early 
cervical cancer.

Well aware that their future hinges on 
public perceptions of the quality of care, 
H.M.O.’s now stress that commitment when­
ever they can. Most have physician medical 
directors who work closely with the doctors,z 
monitoring patterns of care and outcomes; 
seeking consensus on the most cost-effec­
tive treatments. Some have panels including 
outside doctors or consumers that help rule

vama.
"The part of the system that has the best 

quality, the part of the system that is most 
accountable, the part that is best able to 
present information to the public is the 
managed-care part of the business,” said 
William Roper, former head of the Federal 
Medicare and Medicaid programs’ who is 
now chief medical officer of Prudential
Healthcare.

mi nrThe Managers?
But questions of what gets covered and 

who decides are certain to crop up again 
and again. The mantra of managed care is 
“high quality and cost-effective,” but there 
is no objective way to say how much extra 
benefit an expensive antibiotic, for example, 
has to bring in order to justify substituting it 
for a cheaper one. And when is heart sur­
gery that can make a patient more comfort­
able, but is unlikely to extend life, a cost- 
effective choice? - ' ;

“I’m all in favor of managed care,” said 
Dr. Melvin H. Kirschner, a family practice 
physician in Van Nuys, Calif. "But who are 
the managers and why do they manage?”.

Critics worry, above all, that in the 
emerging system, those in charge of care, 
from corporate overseers answerable to 
stockholders down to individual doctors 
worried about their own income, will have 
too much incentive to shortchange patients.

“The doctor can make more money if he 
doesn’t prescribe the test or the X-ray, if he 
doesn’t send you to the hospital, or if he 
discharges you as quickly as possible,” Dr. 
Reiman said.

“1 don’t think the patient can feel com­
fortable,” he said. “Whose interest is the 
doctor serving — his own, the company’s or 
the patient’s?”

Geraldine Dallek, director of the Center 
for Health Care Rights in Los Angeles, a 
patient-advocacy group, has fought against 
H.M.O.’s scrimping on needed care, like 
physical therapy for elderly patients.

One recent client was a man who needed 
unusual throat surgery. His H.M.O. said he 
had to use its surgeons, who had never 
performed this particular procedure. The 
man balked, arguing that the H.M.O. should 
pay for an experienced specialist elsewhere. 
Only after persistent calls from the advoca­
cy group did the health plan relent.

“I’m not against managed care, but more 
needs to be done to protect people against 
under-service,” she said, calling for broader 
Federal and state regulations. Consumers 
should be able to know, for example, what 
financial incentives their doctors are work­
ing under, yet many insurers will not dis­
close their financial arrangements. : .

"Just because we did a lousy job in fee- 
for-service is not an excuse to do a lousy job 
with H.M.O ’s,” Ms. Dallek said. “At least in 
fee-for-service if you didn’t like a doctor’s 
decision you could go somewhere else. If 
you’re in an H.M.O., you’re really stuck.” 

■
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1993. The scheme was fatally overcom­
plicated. The proposed legislation, 1,342 
pages long, was hard for congressmen 
to read and impossible for anyone except 
the plan’s creators, Hillary Rodham Clin­

ton and Ira C. Magazin- 
er, to understand.

The Clinton plan would
have imposed sweeping changes on one 
seventh of the national economy, with 
consequences far greater than Congress 
could possibly consider before casting a 
rushed vote. It represented a regulation- 

minded, top-down, centralized approach 
at a time when the world was moving to­
ward decentralization and flexibility— 
and when the supposed health crisis was 
solving itself anyway. The more people 
learned about this plan, the less they liked 
it, and it finally died a natural and well- 
deserved death.

Or so goes the conventional wisdom, 
as relayed in countless newspaper and 
magazine postmortems of the health-care 
struggle. The critiques were usually ac­
companied by veiled jabs at Hillary Clin­
ton—what will she do with her time now 
that health care’s gone?—and outright 
ridicule of Magaziner, who was por­
trayed as the smartest person with the 
dumbest plan since Robert McNamara 
and the Vietnam War.

But suppose that what everyone knows 
is wrong. This happens all the time in pol­
itics. Barely a year ago, for example, 
everyone in Washington knew that Con­
gress was absolutely certain to pass a 
health-care program by now. The leaders 
of the Administration’s health-care-re- 
form effort, Hillary Clinton and Magazin­
er, believe that everyone is wrong again 
now. I heard them elaborate this view in 
September and October, during a series of

Y the time the Clinton health-care- 
reform plan was abandoned, in
September, everyone knew how 

terrible it was. It had been hatched in se­
cret by an egghead team that knew a lot 
about policy details but 
had no grasp of political 
reality. The Administra­
tion had wasted time and missed deadline 
after deadline for presenting the plan to 
Congress, causing the plan to miss its 
best opportunity for passage—during the 
President’s brief honeymoon period, in 
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Most of what everyone “knows" 

about the demise of health-care reform is probably 

wrong—and, more important, so are the 

vague impressions people have of what was really 

in the Clinton plan

A Triumph
of Misinformation
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“No one understood

this, but the average

American patient would

have had more choice

under the Clinton plan

than they now will.”
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long background conversations. “Back­
ground” means that I agreed to check 
with them on any material I wanted to 
quote directly. The gist of their views, 
however, was on the record. It is no sur­
prise that they view the reform plan as 
something other than an overcomplicated 
bureaucratic nightmare. The surprise is 
how much more convincing their version 
of reality is than the prevailing one.

These conversations began at Maga- 
ziner’s suggestion. He and I were friends 
in graduate school, more than twenty 
years ago, and he was obviously betting 
that I’d listen to him more sympathetical­
ly than other reporters would. I am bi­
ased, in that I like and respect Magaziner. 
But until these meetings I had had no con­
tact with him during his time as health 
czar, and I have not always agreed with 
his ideas. (His worst achievement: help­
ing bring a no-requirements curriculum 
to Brown University, when he was the stu­
dent-body president in 1969.) In this case 
the facts seem to be on his side.

Let’s consider each count in the con­
ventional bill of indictment against the 
Clinton-Magaziner plan.

IRST count: The plan was hatched in 
secret. During the 1992 presidential 

campaign Bill Clinton talked frequently 
about his interest in health-care reform 
and gave a signal about the reform ap­
proach he preferred. In a speech in Sep­
tember he recommended “competition 
within a budget.” To the health-care cog­
noscenti this indicated an approach dif­
ferent from the main Republican and 
Democratic proposals of the time.

The most familiar Democratic ap­
proaches were “single-payer” and “play- 
or-pay.” Single-payer, which was en­
dorsed during the 1992 Democratic 
primaries by Senator Robert Kerrey, of

ey as they thought best. This limit was the 
“budget” in Clinton’s reference to “com­
petition within a budget.”

With numerous changes of detail and 
emphasis, the plan that Starr explained in 
his book and that Clinton alluded to in his 
campaign became the plan the Clinton- 
Magaziner task force unveiled in 1993. 
The most important difference lay in 
what was meant by “within a budget”: 
the bill that Clinton presented would 
have limited total spending not directly, 
by fiat, but indirectly, by limiting the 
amount that insurance premiums could 
rise each year. The process of working 
out these details and emphases kept Mag­
aziner and some 500 task-force members 
busy round the clock during the Adminis­
tration’s first few months.

CCORDING to today’s conventional 
___ wisdom, these meetings doomed the 
reform effort before it really began, for it 
was here that Magaziner and his fellow 
nerds cooked up their unrealistic schemes. 
But did the process seem weird, secretive, 
and isolated at the time? Yes, but in only 
one limited and revealing way.

On matters of substance, the task force 
went out of its way to hear a variety of 
views. Most members of the task force 
were policy or budget officials borrowed 
from other parts of the government, but 
the group also included outside scholars 
and experts, plus several doctors and nurs­
es. There were no representatives of orga­
nized outside interests—no delegate from 
the American Medical Association, no one 
from the Pharmaceutical Manufacturers of 
America—but the task force met frequent­
ly with outside groups and above all with 
senators, representatives, and their staffs. 
By early May, Congressional Quarterly 
reported, the task force had met with 572 
separate organizations. “We had a couple 
of hundred meetings with the congression­
al leadership and individual members,” 
Magaziner says now. “People were saying 
that it was the biggest outreach effort ever 
in laying the groundwork for a bill.”

Indeed they were saying so. A Con­
gressional Quarterly headline on May 22 
read, “Clinton task force all ears 
ON THE SUBJECT OF OVERHAUL.” The 
article said.

Most members of Congress give the 
president high marks for laying the po­
litical groundwork necessary for his 
proposal to get the careful considera-

Nebraska, meant a Canadian-style or 
Medicare-style system. Private doctors 
and hospitals would provide care, but the 
government would take over all medical 
payments, financing them with a big new 
medical tax. All Americans would be cov­
ered. Play-or-pay, supported by many De­
mocrats, required companies either to buy 
health insurance for their workers or to 
pay into a public fund, which would insure 
workers not covered by their companies. 
People who were not working would not 
be insured. An approach popular among 
Republicans relied on new tax breaks to 
encourage people to buy health insurance 
on their own. Some politicians from both 
parties endorsed a “managed competition” 
scheme, separate from all these.

Clinton’s reference to “competition 
within a budget” fit a proposal laid out in 
the fall of 1992 by Paul Starr, a Princeton 
professor, in a short book called The Log­
ic of Health Care Reform. This book 
came closer than any other document to 
anticipating the ultimate shape of the 
Clinton-Magaziner bill.

In Starr’s plan, which was a variation on 
a managed-competition scheme, all Amer­
icans would be covered—even if they 
were out of work, even if they had “pre­
existing conditions.” The cost of coverage 
would be paid mainly by companies, 
which would contribute to the insurance 
premiums for each of their workers. The 
government would subsidize coverage for 
those who were unemployed or worked 
for small firms. Private insurance compa­
nies would offer coverage, as they do now, 
but the government would “manage” the 
way they competed for business. Each 
company would come up with a list of 
standard benefits, which it would have to 
offer at the same price to all customers. 
That is, the insurers could not turn down 
people who were already sick, or charge 
fifty-five-year-old applicants more than 
thirty-year-olds. Each year people could 
compare the offers and choose the plan 
they liked best—including a fee-for-ser- 
vice plan that let them go to their family 
doctor. From the customer’s point of view, 
the system would work like the “open en­
rollment” policy at many corporations, in 
which employees can choose a new health 
plan each year. The government would set 
an overall limit on the amount of money 
that could be spent on medical care each 
year, while giving insurance companies 
and health plans latitude to spend the mon­
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too attentive to shifting political moods.
Even before Inauguration Day, Maga- 

ziner was churning out memos about the 
right way to pitch the plan to editorialists 
and interest groups, about the likely Re­

in effect, abolish the entire medical-in­
surance industry. This left the political 
problem of how to deal with the hundred 
or so members of the House who sup­
ported some kind of single-payer plan.

-

ECOND count: The plan was politi­
cally naive. Everyone now knows 

that the health-care reformers drew up 
their master plan without taking the 
slightest interest in what most Americans 
thought or felt. In reality, though, the plan 
suffered because the Administration was 

publican arguments and how to rebut 
them,.about the connection between a 
health-care bill and a re-election cam­
paign in 1996. Week in and week out his 
memos to Bill and Hillary Clinton con­
tained head counts of likely Senate and 
House votes—who was leaning, who 
could be pressured and pushed. In his 
conversations with me Magaziner seemed 
to spend half his time sizing up the legis­
lators he had had to deal with: Senator X 
was in thrall to Bob Dole because of per­
sonal problems. Congressman Y had to 
start out opposing the bill because of do­
nations from Interest Group Z.

Two fundamental decisions about the 
plan had much less to do with policy than 
with judgments of political reality. One 
involved handling the single-payer chal­
lenge. A Canadian-style single-payer sys­
tem has two big- virtues. It is simple to 
administer, since doctors, hospitals, and 
patients no longer have to worry about 
dozens of insurance companies with 
scores of different payment plans. The 
single-payer approach also guarantees 
that everyone in the country has medical 
coverage. But Clinton was dead set against 
a single-payer plan, arguing that it would 
require sweeping new taxes and would,

lasting reputation among reporters as a 
man who liked to operate in the dark. 
Hillary Clinton is known within the Ad­
ministration for a combative attitude to­
ward the press. But she now says that the 
news blackout on emerging details of the 
health bill was a major mistake.

“Even though we had a process unlike 
any other that has drafted a bill,” she told 
me, “—more open, more inclusive—we 
got labeled as being secretive because 
of. . . our failure to understand that we 
should be more available to the press 
along the way. That was something we 
didn’t do well.... We were not aware of 
how significant it is to [shape] the inside 
story in Washington, in order to make the 
case... for whatever your policy is.”

Secrecy toward reporters was stupid. 
But reporters are now acting as if it were 
something worse: closed-mindedness 
about ideas.

tion of both parties. . . . Clinton has 
been playing the health-care issue with 
an eye to keeping everyone at the 
table, at least at the outset.

In late September of 1993, when Hillary 
Clinton appeared before five congression­
al committees in three days to explain the 
rationale behind the bill, not a single legis­
lator complained about “closed” or “secre­
tive” deliberations: not Robert Dole, not 
Robert Packwood, not John Danforth— 
Republican senators who all later came 

■--out against the bill. Senator John Breaux, 
of Louisiana, a conservative Democrat 
who supported a competing reform plan, 
praised Hillary Clinton for the “truly re­
markable” consultations the task force had 
carried out.

So when did the task force become “se­
cretive”? Complaints inevitably arose 
when Magaziner and his assistants stopped 
soliciting outside advice and started an­
nouncing decisions. Those who disagreed 
felt that they hadn’t been listened to. 
“Some people say they were excluded be­
cause in this case we didn’t agree with 
them,” Hillary Clinton told me. “But I 
think that a fair assessment is that we lis­
tened to everybody—and then made rec­
ommendations based on what we thought 
made the most sense.”

The larger problem was 
with the one group that 
truly was excluded from 
the deliberations—the
Washington press and, by 
extension, the public in 
whose interest it is sup­
posed to act. During the 
brusque early weeks of the
Clinton Administration, 
when George Stephan­
opoulos was walling re­
porters out of the White
House press office and the
Administration thought it 
could use talk shows to 
take its message directly 
to the public, over the 
heads of the daily press,
Magaziner was told by the
White House communica­
tions office that he and his 
associates should not talk
to reporters about what ideas they were 
considering for the new bill. Instead they 
were supposed to refer all queries to the 
communications office. This didn’t stop 
leaks, of course, but it gave Magaziner a
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blackout on emerging

details of the health­

major mistake.
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convince the middle class that universal 
coverage meant them, we wouldn’t get 
the political support. ... If you talked 
about how they could lose their job, how 
they are one divorce or one pre-existing 
condition away from losing coverage, 
then perhaps they would get engaged.” 
By the end of the struggle this sales ap­
proach made the Administration even 
more vulnerable to Republican charges 
that it was putting out a bighearted, soft­
headed, typically liberal plan.

One other enormously important, and 
almost purely political, decision sealed 
the fate of the bill. Magaziner and Hillary 
Clinton had hoped to present the bill to

was to control health-care costs. This ap­
proach won the support of business, 
since health-insurance costs had for years 
been rising faster than any other business 
expense. (From 1948 to 1990, Paul Stan- 

off even if they didn’t like managed com­
petition. We felt we were doing enough 
of the market reforms that the reform 
people would buy off too. And, by the 
way, we also thought that that was the 
best policy.”

more secure while reducing the strain on 
business. The peculiar logic of health­
care economics, as revealed in most other 
developed countries and in American 
group-care systems, is that when every-

few years. The single-payer group, of one is covered, it becomes easier to con­
course, was not going to agree to that. “At
that point,” Magaziner said, “we knew

Without them, no health bill of Clinton’s
could possibly pass.

Congress also contained a large num­
ber of supporters of market-reform and
managed-competition plans. The main 
advantage of such plans is that they change points out, business spending on health 
the incentives of medical practice so that coverage rose by an average of 15.6 per­
doctors, patients, and hospitals are more
conscious of costs when making medical
decisions. To get a plan passed, Clinton
had to show that it would reform the med­
ical market.

“We had to try to bridge the chasm” 
between these groups in drawing up the
plan, Magaziner told me. “If we were se­
rious about universal coverage, we felt,

HIRD count: “The First Lady's 
whiz-kids wasted precious months." 

This was how The Economist stated the 
next objection. Rather than getting busy

come. “The polls showed that people will and presenting the plan when the Admin- 
The other purely political calculation trust the government to guarantee them istration still had a dewy glow, the health 

concerned sales strategy. Throughout his security,” Magaziner told me. “They will
campaign Bill Clinton had emphasized not believe that the government can con- 
the overall cost of medical care as a cen­
tral evil of the U.S. system. Americans

i
i

cent a year.) Through most of 1993, 
while the plan was being developed and 
unveiled, major business groups like the
U.S. Chamber of Commerce and the Na­
tional Association of Manufacturers sup­
ported its general outlines and accepted 
even its “employer mandates,” which 
would require companies to pay most of 
the cost of coverage for their employees.

then the single-payer people would buy But by the summer of 1994 the Adminis- Congress a few months after the Inaugu­
ration was selling the plan mainly as
a matter of fairness and security. Its slo-

Hillary Clinton now

care-reform bill was a

says that the news

trol overall costs.
The Administration’s political experts, 

that the only way we could try to bridge however, recommended a more stream- 
the chasm was to start a little bit left of lined sales approach. Clinton’s pollster, 
center and try to negotiate toward the Stanley Greenberg, produced results in 
center.” 1993 showing that no one believed that a

“Left of center” meant proposing a government health-care plan could ever 
benefits package a little more generous
than what the Administration really want­
ed, setting the employer’s share of total 
costs a little bit higher, making the limits 
on insurance premiums a little bit tighter.
When the Republican Party lost interest lieved that the plan would drive costs up, 
in negotiating, this strategy became a lia- not down. Therefore the more the Ad- 
bility, because it made the Clinton plan ministration emphasized its cost-control 
look more extreme than it was meant to themes, the less believable it would be- 
be.

ration, in the spring of 1993. Thanksgiv­
ing had nearly come before they were ac- 

gan was “Health Care That’s Always tually ready to presenCa finished bill. 
There.” That delay had little or nothing to do with

In theory the Administration could
have kept stressing both aspects of its

But by June of 1993 one of the main plan—that it would make individuals
market-reform legislators. Representative
Jim Cooper, of Tennessee, made clear
that he wouldn’t buy off. He recommend­
ed seeing to insurance reforms first and
getting around to universal coverage in a

save money. Although opinion polls tak- the nuances of policy. It had everything 
en through the end of 1993 showed that to do with political necessity—and of a 
most people supported the idea behind sort that everyone knew was sensible at 
Clinton’s plan (once pollsters explained the time.
what the idea was), most people also be-

team sat around until it was too late.
The Administration’s original strategy 

trol costs.” was to rush the health plan through as pan
As Republican opposition to the bill of its first budget-reconciliation bill. That

spend about twice as much money per increased in 1994, Democratic strategists would have meant having detailed health
capita on medical care as people in other decided that “security” would be a more proposals ready by April at the latest, and
developed nations, with results that are effective, partisan rallying theme. “You the task force had been geared toward
not twice as good. Whenever he was have to mobilize people, and it’s hard to meeting that deadline. The genius of this
asked about cutting the budget deficit or mobilize people around words like ‘cost approach, little noticed by the public, is
taming the entitlements monster, Clinton containment’ or ‘universal coverage,”’ that it would have allowed the health plan
said that the first and most important step Hillary Clinton told me. “So if we didn’t to pass with a simple majority vote.

30
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Congressional politics has quietly 
moved into the “supermajority” system 
that Lani Guinier was widely denounced 
for seeming to recommend. In theory it 
takes fifty-one votes to get a bill through 
the Senate. In reality it takes sixty votes to 
end a filibuster, so Bill Clinton knew that 
the Senate’s forty-plus Republicans could 
stop nearly any legislation they chose.

They could not stop budget bills. These 
come to the floor under rules that limit 
debate, and with only a fifty-one-vote 
majority required for passage. So if the 
health-care plan could be made part of the 
budget bill, the Administration could get 
it acted on quickly, with enough of its 
own party’s votes to see it through.

The Senate’s majority leader, George 
Mitchell, endorsed this strategy, but its 
de facto parliamentarian, Robert Byrd, 
objected, scuttling the plan. The Admin­
istration then decided that it would intro­
duce the health-care plan as soon as the 
budget bill passed. But passage was the 
rub. The budget bill, with its big deficit­
reduction package, was seen by everyone 
in Washington as a major early test of the 
Administration’s strength. (The struggle 
over the bill is the subject of Bob Wood­
ward’s book The Agenda.)

The budget fight dragged on much 
longer than Bill Clinton had hoped or 
planned. As it became obvious that the fi­
nal budget vote would be very close (on 
August 6 it finally passed the Senate 
51-50, with Vice President Al Gore cast­
ing the deciding vote), the Administra­
tion wanted to avoid any extraneous con­
troversy that might affect it. Clinton had 
been scheduled to make the final deci­
sions about the health-care plan in late 
May. Because of fears that leaks about 
his choices would complicate the budget 
vote, the decisions were put off—a delay 
that had ripple effects lasting the rest of 
the year. Without Clinton’s decisions, the 
task force could not prepare detailed leg­
islation; without legislation, it could not 
start negotiations with congressmen and 
their staffs. Without final choices on what 
would be in the package, it could not pre­
pare budget estimates; without those esti­
mates, the Treasury and the Congression­
al Budget Office could not vet the plan.

By the fall the budget fight was over— 
but then nafta became the issue of the 
moment. Clinton had been scheduled to 
spend most of the month of October trav­
eling and speaking about the health-care
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care economics, when
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control overall costs:
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plan. As he was flying to his first event, a 
labor convention in California, news came 
that U.S. soldiers had been killed in Soma­
lia. Clinton flew back to Washington after 
his speech and spent most of the month 
dealing with Somalia and nafta; he can­
celed all the other health-care events.

Despite the delays and missteps, when 
the President finally unveiled the plan, in 
September of 1993, it seemed to have a 
good chance. “The reviews are in and the 
box office is terrific,” the political analyst 
William Schneider wrote just after it was 
presented. “President Clinton’s health 
care reform plan is a hit. . . . The more 
people read and hear about the plan, the 
more they seem to like it.”

incentives, habits, and nature of medical 
treatment—which in the long run is the 
only way to limit expenses—but by be­
coming choosier about whom they will 
insure. If they can limit their coverage to

When people complained that the plan 
was grandiose, they had three features 
in mind: universal coverage (everyone 
would be insured, whether working or 
not), community rating (everyone in a giv­
en region would pay the same premium 
for coverage, regardless of age or pre-ex­
isting conditions), and employer mandates 
(forcing businesses to cover much of the 
insurance cost).

All these ideas have been part of the 
health-care-reform debate for years. Uni­
versal coverage and community rating 
sound like bleeding-heart concepts, but 
they are based on tough economic rea­
soning. The idea behind both is that 
piecemeal reform of a health-care system

Six weeks after the Inauguration, Mag- can be worse than no reform at all. 
aziner had written a memo to Bill and
Hillary Clinton saying that if health-care­
reform legislation was not presented and 
passed immediately, it probably could 
not be passed during “your first term.”
With Republican midterm gains in Con­
gress, it now appears that this prediction 
will be borne out. But the delay was nei­
ther negligent nor intentional. It is a re-

ry” nature. Everyone would have been 
obliged to choose and buy a standard ben­
efits plan from an alliance. (Contrary to re­
peated claims by opponents of the bill, 

erage to everyone in the same geographic people would have been free to buy any
area at the same price. Now younger, extra coverage they wanted, or get any ad-
healthier people can get cheaper cover- ditional treatment from any doctor they
age—which many of them skip anyway, chose, as long as they did it with their own

ees. Once a year employees choose which 
plan they want. The employer then de­
ducts money from their paychecks, adds 
its own share, and passes the money on 
to the medical providers.

This, with small variations, is also how
America is concerned with holding down the task force’s mandatory alliances would 
costs. In most businesses market compe-

The fairness argument for universal 
coverage is obvious. Even people who are 
poor deserve care when they are sick or 
hurt. This is why every developed nation 
except the United States offers universal 
care. The economic argument has become 
almost as familiar. Even people without 
health insurance ultimately receive treat­
ment, when they show up in emergency 

minder of how quickly events spin out of wards; hospitals cover the cost by pad- 
a President’s control, and how rare it is
for him to be able to advance his own 
agenda rather than respond to someone
else’s emergency.

OURTH count: The plan had delu­
sions of grandeur. Now we move to 

the substance of the plan, which has been 
described as a regulatory rat’s nest, a 
nightmare of overambitious social engi­
neering, and a sweeping solution where tition does the job, but competition in the 
modest reforms would do. health-insurance area often works in a

figuring they don’t need it—while prices 
rise for those most likely to need care. 
Fewer of them can afford to buy it, more 
must take advantage of the cruel and inef­
ficient fallback of emergency-room cover­
age, and overall costs keep going up. The 
young, healthy people eventually become 
old and sick, and are caught too.

This cycle is known as adverse selec­
tion, and it has been talked about in the 
health-care-reform business for years. 
Community rating is the main response. 
It is designed to average each person’s 
medical costs over the course of his or 
her whole life and to make sure that peo­
ple have coverage at the times of their 
lives when it’s most necessary. In pro­
posing community rating the Clinton 
team was hardly making waves.

Even the part of the plan that sounded 
strangest and most radical, its “mandato­
ry alliances,” is already familiar to mil­
lions of Americans under a different 
name. Anyone who works for a big com­
pany or a state or federal agency knows 
about the open-enrollment system for se­
lecting health insurance. The company or 
agency negotiates with HMOs, insurance 
companies, and local medical networks 

backhanded form of coverage is neither that want to offer coverage to its employ- 
economically efficient nor humane. As
recently as the fall of 1993 Bob Dole was 
saying that universal coverage was a 
“non-negotiable goal of reform.”

Community rating is a closely related
idea. Every health-care-reform scheme in

have worked. They would have taken 
bids from insurance companies, HMOs,
and other health providers and then let

The reality is that very little in this plan perverse way. Insurance companies have each household choose the plan it liked
was new or unprecedented, and that it tended to compete not by improving the
was barely more complex or comprehen­
sive than most other plans.

best. Each provider would have been re­
quired to set a price for a standard bene­
fits plan, so that customers could make 
easy price comparisons among the offer­
ings. The alliances would not, as has of­
ten been assumed, have tried to provide

young, healthy people and rule out those medical care themselves, through big new 
who are already sick, then they can offer government clinics, 
coverage at a lower price, without having The most ominous-sounding aspect of 
done anything to improve the efficiency the new alliance system was its “mandato- 
of care.

This is what has happened to the health­
insurance business in the past generation.
In the old days Blue Cross offered cov-
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money. Employers would 
also have been free to offer 
additional coverage.) The 
health-care task force argued 
that the alliances had to be 
mandatory in order to create 
the community-rating effect. 
Otherwise, young, healthy 
people would stay out of the 
system, and the pernicious 
cycle of adverse selection 
would begin. An exception 
was made for employees of 
very large companies, who 
would still have been able to 
buy through their own firms’ 
open-enrollment plans. The 
reasoning was that a General 
Motors or an AT&T had a 
work force large and diverse 
enough to constitote a com­
munity-rating pool all by it­
self. Everyone would have 
been forced into a pool one 
way or another.

Some health-care-reform 
plans have no mandatory 
component. Several versions 
of managed competition, 
for instance, would set up 
alliances like those in the 
Clinton bill but not require 
anyone to buy from them. 
It is virtually impossible, 
though, to achieve universal coverage 
without some element of compulsion. 
(Medicare offers universal coverage for 
those over sixty-five, but everyone who 
works is compelled to pay a Medicare 
tax.) Moreover, Magaziner argued, for 
most people the mandatory system would 
in practice mean more choice and free­
dom than they now enjoy.

When he ran a small business in Rhode 
Island, Magaziner said, he covered all 
health-insurance costs for his employees 
but could give them only two plans to 
choose from. Handling the bidding and pa­
perwork for a broad range of plans would 
have been impossible. “If there had been 
an alliance, I could have paid my dues to 
the alliance and let people choose among 
all the plans.” The alliances in the Clinton 
bill would have been required to offer 
customers a choice among all plans that 
met basic certification requirements. In big 
cities a dozen or more plans might be 
available. The minimum offering would 
be three kinds of coverage, including at

kJ 
*

\ 
' \

least one fee-for-service plan that would 
permit a family to stay with the indepen­
dent doctor it had been using.

After the plan was withdrawn, Uwe 
Reinhardt, an economist at Princeton Uni­
versity, told The New York Times, “No 
one understood this, but the average 
American patient would have had more 
choice under the Clinton plan than they 
now will. If you work for a particular 
company, your choice of HMOs is what­
ever that company offers you.” Some crit­
ics argued that the Clinton plan would de­
stroy the market for coverage beyond the 
plan’s basic benefits, and that as a result 
people would find it difficult to buy as 
much coverage as they might like. But that 
is different from the widespread belief that 
extra coverage would be against the law— 
and for most people the range of choice 
would probably be broader under Clin­
ton’s plan.

Far from concocting a system that 
would look and feel radically different 
from what Americans were accustomed

to, the task force believed 
that it was changing the sur­
face of health care as little 
as possible while altering its 
underlying economic struc­
ture. The alliance system, 
despite its strange name, 
was meant to look familiar 
to people who already had 
coverage. The employer­
mandate system of finance, 
in which companies would 
bear most of the health-in­
surance costs, reflected the 
fact that 90 percent of the 
people who now have insur­
ance (excluding those on 
Medicare) get it through 
their employer. The em­
ployer mandate is a de facto 
tax but a wall-established 
one, and a familiar concept 
in health-policy circles. 
Many Republicans, includ­
ing Robert Packwood and 
Richard Nixon (I), have over 
the years endorsed employ­
er-mandate plans.

Indeed, none of the indi­
vidual elements of the Clin­
ton plan was a shocking 
new entrant into the health­
care debate. The plan’s sys­
tem for controlling expendi­

tures, through premium caps that limited 
how fast the cost of basic coverage could 
rise, departed from Paul Starr’s recom­
mendations. But it closely resembled a 
plan offered by a group of congression­
al moderates that included the Republi­
can senators John Danforth and Nancy 
Kassebaum.

To say that the resulting package of 
proposals was “too complex” is like say­
ing that an airplane’s blueprint is too 
complicated. The Medicare system is 
complex. So is every competing health­
care-reform plan. Most of the 1,342 pages 
of Clinton’s Health Security Act (which I 
have read) are either pure legal boilerplate 
or amendments to existing law. Conven­
tional wisdom now holds that the sheer 
bulk of the bill guaranteed its failure. The 
nafta bill was just as long, and so was 
the crime bill that passed last summer. If 
the health bill had been shorter and had 
not passed, everyone would know that 
any proposal so sketchy and incomplete 
never had a chance.
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Nothing in this Act shall be con­
strued as prohibiting the following:

(1) An individual from purchasing 
any health care services.

make those decisions. They will pay 
more for fewer benefits. How deeply this 
sinks in and how much it motivates polit­
ical action, I don’t know.”

HE final element in the conventional 
wisdom is that this cumbersome, 

flawed plan was in any case unnecessary, 
because the health-care problem was go­
ing away. Medical costs rose by “only” 
5.9 percent in 1993—yet that was more 
than twice as fast as wage growth and al­
most twice as fast as the overall inflation 
rate. Over the past several decades med­
ical costs have risen about three percent 
faster than the overall inflation rate; in 
1993 the gap was 2.9 percent.

“There is no persuasive evidence that 
we are in either a stabilized or an improv­
ing health-care-financing environment,” 
Hillary Clinton told me. “In fact, many of 
the problems will only continue to get 
worse. The problems that middle-class 
Americans care the most about—like 
what doctor they can see—will likely be­
come appreciably worse, because many 
will be forced into managed care over 
which they have no say. Employers will 

less impressed with her scholarly pre­
cision after 1 compared her article with 
the text of the Clinton bill. Her shocked 
claim that coverage would be available 
only for “necessary” and “appropriate” 
treatment suggested that she had not 
looked at any of today’s insurance poli­
cies. In claiming that the bill would make 
it impossible to go outside the health plan 
or pay doctors on one’s own, she had 
apparently skipped past practically the 
first provision of the bill (Sec. 1003), 
which said,

F this plan did not perish because it 
had been designed in intolerable secre­

cy, or because its designers knew nothing 
about politics, or because it was full of 
unacceptable new ideas, or because it was 
so much more complex than any prede­
cessors, then what happened to it?

The Administration’s view, for which, 
again, there is ample evidence, is that it 
went down because of two zero-sum 
games, one political and one economic. 
Health-care reform became a battle in 
which some would win and others would 
lose—and Clinton lost.

Through most of 1993 the Republicans 
believed that a health-reform bill was in­
evitable, and they wanted to be on the 
winning side. Bob Dole said he was ea­
ger to work with the Administration and 
appeared at events side by side with 
Hillary Clinton to endorse universal cov­
erage. Twenty-three Republicans said 
that universal coverage was a given in a 
new bill.

In 1994 the Republicans became con­
vinced that the President and his bill 
could be defeated. Their strategist, Will­
iam Kristol, wrote a memo recommend­
ing a vote against any Administration 
health plan, “sight unseen.” Three com­
mittees in the House and two in the Sen­
ate began considering the bill in earnest 
early in the year. Republicans on several 
committees had indicated that they would 
collaborate with Democrats on a bill; as 
the year wore on. Republicans dropped 
their support, one by one, for any health 
bill at all. Robert Packwood, who had 
supported employer mandates for twenty 
years, discovered that he opposed them in 
1994. “[He] has assumed a prominent role 
in the campaign against a Democratic al­
ternative that looks almost exactly like his 
own earlier policy prescriptions,” the Na­
tional Journal wrote. Early last summer 
conservative Democrats and moderate 
Republicans tried to put together a “main­
stream coalition” supporting a plan with­
out universal coverage, without employer 
mandates, and without other features that 
Republicans had opposed. In August, 
George Mitchell, the Democratic Party’s 
Senate majority leader, announced a plan 
that was almost pure symbolism—no

IFTH count: It was a coercive ap­
proach to one seventh of the econo­

my—and to a problem that was solving 
itself.

Much of the problem for the plan 
seemed, at least in Washington, to come 
not even from mandatory alliances but 
from an article by Elizabeth McGaughey, 
then of the Manhattan Institute, published 
in The New Republic last February. The 
article’s working premise was that Mc­
Gaughey, with no ax to grind and no pre­
conceptions about health care, sat down 
for a careful reading of the whole Clinton 
bill. Appalled at the hidden provisions 
she found, she felt it her duty to warn 
people about what the bill might mean. 
The title of her article was “No Exit,” and 
the message was that Bill and Hillary 
Clinton had proposed a system that 
would lock people in to government-run

It didn’t matter. The White House is­
sued a point-by-point rebuttal, which The 
New Republic did not run. Instead it pub­
lished a long piece by McGaughey at­
tacking the White House statement. The 
idea of health policemen stuck.

So did the idea that one seventh of the 
national economy would be transformed 
overnight. Of the vast American com­
merce in health care, more than 40 per­
cent is already paid for by the federal 
government, mainly through Medicare. 
Under the Clinton plan the rest of the 
money would still go through most of the 
insurance companies, HMOs, doctors, 
hospitals, and laboratories that are receiv­
ing it now.

care. “The law will prevent you from go­
ing outside the system to buy basic health 
coverage you think is better,” McGaugh­
ey wrote in the first paragraph. “The doc­
tor can be paid only by the plan, not by 
you.”

George Will immediately picked up this 
warning, writing in Newsweek that “it 
would be illegal for doctors to accept 
money directly from patients, and there 
would be 15-year jail terms for people 
driven to bribery for care they feel they 
need but the government does not deem 
‘necessary.’” The “doctors in jail” concept 
soon turned up on talk shows and was 
echoed for the rest of the year.

These claims, McGaughey’s and 
Will’s, were simply false. McGaughey’s 
pose of impartiality was undermined by 
her campaign as the Republican nominee 
for lieutenant governor of New. York 
soon after her article was published. I was

is like saying that an

was “too complex”
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employer mandates, very little content ex­
cept a long-term goal of universal cover­
age. Led by Bob Dole and Newt Ging­
rich, Republicans by September were 
opposing any plan. “Every time we 
moved toward them, they would move 
away,” Hillary Clinton says.

“We always knew that in the end peo­
ple’s trust of the President and First Lady 
would be crucial,” Ira Magaziner says. 
“The debate was going to be complicat­
ed, and that trust factor was very impor­
tant.” Whitewater eroded the trust factor. 
The President looked beatable, and he 
lost.

Economic factors counted too. Doctors 
had fought bitterly against Medicare in 
the early 1960s, but for the most part they 
sat this battle out. If they weren’t con­
trolled by the government, they would 
be controlled by insurance companies, 
which in some ways were worse. But 
other interest groups had more to lose. 
Health-insurance agents would be put out 
of business. Health-insurance companies 
could have their premiums capped. For- 
profit hospitals thought they would lose 
money. Manufacturers of medical equip­
ment thought that market growth might 
slow. Large businesses that did not al­
ready offer health care for workers knew 
the employer mandate would cost them 
money. (These were mainly corporations 
like PepsiCo and General Mills, which 
own restaurant chains whose part-time 
workers are uninsured.)

During the 1992 campaign the Clinton 
war room excelled at answering negative 
charges immediately, before damaging 
impressions could set in. But even flatly 
untrue attacks on the health plan went 
unanswered—direct-mail campaigns say­
ing that everyone would have to go to a 
government clinic, daily doses of misin­
formation from Rush Limbaugh, TV ad­
vertisements fanning McCaughey-style 
fears of jail terms for people who wanted 
to stick with their family doctor. Last 
March The Wall Street Journal found that 
a panel of citizens preferred the provi­
sions of the Clinton plan to the main 
alternatives—when each plan was de­
scribed by its contents alone. But when 
pollsters explained that the preferred 
group of provisions was in fact “the Clin­
ton plan,” most members of the panel 
changed their minds and opposed it. They 
knew, after all, that Clinton’s plan could 
never work. ®
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THE HEALTH REFORM PROCESS

J

OPENNESS OF THE PROCESS

The Center for Public Integrity, a Washington non-profit ethics watchdog said:

September 6, 1994

"Based on meetings and accessibility, it is difficult to imagine a more open, inclusive, 
decision-making process for a major public policy issue in Washington." ("Well- 
Healed: Inside Lobbying for Health Care Reform", 1994, p. 26)

The process was one of the most open and inclusive policy-making processes, incorporating 
opinions from practitioners, experts and consumers from a broad range of disciplines and 
from all across the country.

We cast a wide net for participants. The working group brought together the opinions and 
expertise of people with different points of view — some supported a Canadian-like single 
payer system; others supported a more market-oriented approach. Some members brought 
expertise in designing insurance and market reforms; others were knowledgeable in how to 
improve health care quality and information flow, designing benefits packages, developing 
long term care home- and community-based programs; still others brought their knowledge 
of antitrust, malpractice and ways to control health care costs.

The working group, which disbanded on May 31, 1993, developed preliminary policy options 
which were presented to the cabinet-level Task Force for its consideration and subsequent 
recommendations to the President. The ultimate decisions on the administration's health care 
proposal were made by the President, advised by the Task Force.

One of the first actions of the President when he took office was to establish a Cabinet-level 
task force to assist him in developing health reform legislation. The 12-member task force, 
chaired by the First Lady, had a mission to devise a workable health reform plan in 100 days 
based on the framework laid out by the President during the campaign — to guarantee 
private insurance to all Americans and bring spiralling health care costs under control.

To meet an aggressive timetable, we established a process for making policy that was 
unconventional for Washington, bonowed from private sector models for conducting big 
projects in a short time frame. Coming up with a credible health care bill means addressing 
dozens of specific issues. We brought together a working group of experts and practitioners 
in areas ranging from long-term care to mental health, and malpractice to insurance reform 
to prepare a wide breadth of policy options for consideration by the task force and the 
President.



September 6, 1994

14 panels of consumers came in to share their concerns and insights and ask 
questions of the working group members.

A health professional review group and outreach groups of doctors, nurses, 
public health officials, hospital administrators, pharmacists and others reviewed 
and commented on policy options developed by the working group.

In addition, we sought outside opinions to challenge the assumptions and the workability of 
the options proposed by the working group:

Audit teams critiqued and questioned assumptions and options, including a 
group of actuaries who reviewed the validity and assumptions behind the 
numbers, a group of administrators and health plan executives who critiqued 
the practicality of the recommendations, a group of attorneys who reviewed the 
legal ramifications, a group who reviewed the impact on minority populations.

We held daily meetings with members of Congress and involved more than 120 
Congressional staffers on the working group. Outside experts were consulted, and regularly 
presented their views to the working group. The First Lady also held public hearings and 
town meetings across the country.



Q-

A:

September 6, 1994

The President's plan - - its premium caps, employer mandates, mandatory alliances 
- - was a social engineer's dream and had no chance for passing. Why did you 
propose such radical surgery instead of just fixing what was wrong with the current 
system?

In many cases, these proposals already had been tested successfully at the state level. 
Employer mandates are working effectively in Hawaii, Washington and Oregon; 
premium caps in Washington and Minnesota.

THE HEALTH REFORM PROCESS
MISCONCEPTIONS IN THE CONVENTIONAL WISDOM

To enhance consumer choice and provide community rating, we proposed mandatory 
alliances, which came from the 1992 bill sponsored by Representatives Cooper and 
Andrews and Senators Boren and Breaux.

You forget that these ideas — employer mandates, premium caps, mandatory 
alliances — came from mainstream proposals. There are only 3 ways to get to 
universal coverage — raising broad based taxes, mandating individual families to 
purchase insurance, or requiring employers and individuals to purchase insurance. We 
chose the employer mandate — expanding the system that 90% of people with 
private insurance have today; the same approach President Nixon proposed two 
decades ago; the same approach supported at the time by groups like the AMA. the 
Chamber of Commerce, the Association of Corporate Benefits Managers, the 
American Hospital Association and many other groups.

To control costs, we chose market reforms to stimulate competition, with premium 
caps as a backup in case competition didn't work to control costs. We rejected price 
controls as too regulatory and instead took the idea for premium caps straight from a 
bill proposed by Senators Danforth and Kassebaum and Representatives McCurdy and 
Glickman Premium caps were supported by many mainstream groups, including the 
American College of Physicians, the Catholic Health Association and the League of 
Women Voters.

The President's plan built on the framework he had proposed during the campaign. 
The American people in poll after poll support major change and support by 
overwhelming majorities the ideas the President proposed, including universal 
coverage, employer mandates, cost containment, tobacco tax, etc.

PRESIDENT'S PLAN WAS POLITICALLY NAIVE, GRANDIOSE, OVERREACHING, 
BIG GOVERNMENT



COMPLEXITY KILLED IT

Q-

A:

Q- Wouldn't you have been better off with a skeleton bill---- one that wasn't so detailed?

A:

September 6, 1994

Why did you send up such a complicated bill? As the Los Angeles Times pointed out 
recently, some legislators on the Hill said that "it would have been far better to...spell 
out broad goals, and let Congress figure out how to get there."

Most Congressional leaders asked us to send up a detailed bill to get the process 
rolling. Then, the normal legislative process would work through the details. In fact, 
two House committees and one Senate committee wrote their own bills which were 
similar to the President's.

The President has consistently focused on the goals of health reform — universal 
coverage, controlling costs, etc. From the beginning, he has been open to better ideas 
and new suggestions. Detailed legislation would give the American people a realistic 
description of how the proposed changes would work and would serve as a starting 
point for discussions.

The President was committed to sending up a bill that worked. By laying out the 
details for everyone to see, people would get a clear idea of how the proposed 

changes would affect them. As the Director of the Congressional Budget Office stated 
at the time: "the Health Security Act is unique among proposals to restructure the 
health care system both because of its scope and its attention to detail. Some critics 
of the proposal maintain that it is too complex. A major reason for the complexity, 
however, is that the proposal outlines in legislation the steps that would actually have 
to be taken to accomplish its goals. No other proposal has come close to attempting 
this. Other health care proposals might appear equally complex if they provided the 
same level of detail as the Administration's on the implementation requirements."

If you look at the health reform legislation on the Hill today, you'll see that it ranges 
from 650 to 1,400 pages. And, that's not unique to other major pieces of legislation 
that have passed this year - - the Crime bill, budget reconciliation, NAFTA - - all 
were at least that long.



POLITICAL NAIVETE

Q:

A:

PROCESS WAS UNWIELDY, CHAOTIC

Q:

A:

September 6, 1994

I

Wasn't your bill dead on arrival because it was politically naive, put together by 
policy wonks with tin political ears?

Only after special interests spent tens of millions of dollars to mislead the public about 
its contents did "the Clinton plan" lose popularity. But even now, when the elements 
of the plan are described without the label, the Clinton plan is widely supported and is 
prefened by wide margins over other proposals.

Even the Administration has admitted that the working group was an "anonymous 
horde " and its recommendations weren't really used. Wouldn't it have made more 
sense to have had 20 experts consult with outside people to develop the legislation ?

When released, the President's plan was declared "alive on arrival" by the New York 
Times. It was favored by the American people by a wide margin in polls and got 
positive reviews from moderate Republicans such as Senator Chafee who said it was a 
good starting point.

The working group process was very fluid — initially conceived to include about 100 
representatives from within and outside the government. The working group grew 
over time as departments added additional staff, as gaps in expertise were filled, and 
as members of Congress sent over their staffs to participate.

To meet an aggressive timetable, we established a process for making policy bonowed 
from private sector models for conducting big projects in a short time frame. The 
framework for reform was clearly laid out by the President during the campaign — 
the charge was to develop a workable policy around that framework within 100 days. 
Because health care is so complex an issue, experts in one area are different from 
those in others. For example, mental health experts are different from antitrust experts 
and they are still different from experts in insurance reform. Leaders of the different 
issue areas acted as those "20 experts", directing the work of their teams, defining 
cross-cutting issues and synthesizing options.

Anyone who pretends that there's an easy way to gain widespread political support for 
a health reform plan that achieves universal coverage is not being honest. There are 
no silver bullets in this debate. If there were, this would have been accomplished 
decades ago.



POLICY WONKS, NO PRACTITIONERS

Q.

A:

DOMINATED BY SPECIAL INTERESTS

Q-

A:

September 6, 1994

The American Association of Physicians and Surgeons claims that the working group 
was dominated by managed care interests, specifically representatives of the Robert 
Woods Johnson and the Kaiser Foundation. What's your response?

You'd have been better off if you had involved doctors and nurses instead of lawyers 
and academics in crafting the proposal.

In addition, members of the task force and working groups met with the organized 
medical profession several times during the spring of 1993. We consulted with the 
American Medical Association, the American College of Physicians, the American 
Academy of Pediatricians, the American Academy of Family Physicians and many 
other physician groups and medical societies.

First of all, to claim that the working group or any of its recommendations showed a 
leaning toward managed care interests is absurd. The membership of the working 
incorporated views as diverse as single payer to those that called for a completely 
market-oriented system and everything in between. We explicitly excluded special 
interests from being members of the working group, although we conducted extensive 
outreach. During the time, we heard the views of over 1,100 different groups.

In fact, front-line practitioners were extensively involved in shaping and critiquing the 
Administration's policy. From the 68 doctors on the working group to the dozens of 
doctors, nurses, social workers and other practitioners on the Health Professionals 
Review Groups, front-line medical practitioners played a large role in preparing and 
analyzing the working group's policy options.

The President has always been committed to preserving and increasing families' choice 
of health plans and doctors — that's why the Health Security Act included a 
requirement that everyone had to have the choice of enrolling in a fee-for-service 
plan. And why every plan had to offer a point-of-service option which enabled 
consumers to see doctors outside of the network. A group dominated by managed 
care interests would not have come up with these kinds of proposals.

"Contrary to recent press reports, the American Medical Association is pleased to have 
received several opportunities for input on the health system reform plan being 
developed by the White House Task Force." (Letter from the AMA to Hillary Rodham 
Clinton, March 30, 1993)



Q-

A:

MISSED DEADLINE

Q:

A:

September 6, 1994

What about the Robert Woods Johnson Foundation fellows - they clearly represent 
special interests, yet you classified them as government employees?

The President promised to deliver his plan to the American people within 100 days of 
his Inauguration, yet we had to wait until October before the President actually 
submitted his legislation. Why was the task force five months late getting it done?

With the economic package stalled, the introduction of health care was delayed from 
early June, to late June, to mid July, to late July, and finally to late September. The 
legislation finally was submitted in late October instead of in late May.

We were ready to move forward at the end of May of 1993, just as the President had 
pledged we would do. During April and May of last year, the task force met 21 times 
to finalize decisions, a number of times with the President. But after the defeat of the 
economic stimulus package, it became clear to everyone that the introduction of health 
care reform should be delayed until passage of the economic package was assured. 
For example, when word leaked out about a Treasury Department analysis of health 
care financing that included a tax on wine and beer, the California delegation 
immediately sent a letter of complaint to the White House and some members 
privately threatened to withhold support for the economic package.

That's absurd. The charge that having a handful of RWJ fellows on a working group 
of over 500 people somehow opened the floodgates to special interests is ridiculous. 
It is true that we called them government employees because they follow the same 
rules as government employees. The RWJ fellows on the working group were 
employed by Members of Congress. As such, they are bound by the Senate Code of 
Official Conduct and are treated as employees of the U.S. Senate.
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Health Care Qs and As - October 20, 1994

Q. So, Secretary Shalala misspoke yesterday?

t

Q. Secretary Shalala also said that obvious revenue sources will be cuts in Medicare and 
a tobacco tax. Are these your options that you are considering given that they were in 
your original plan?

A. We are simply moving health care through the same policy process that we use 
major domestic policy issues. The Domestic Policy Council (DPC) and the National 
Economic Council (NEC) will coordinate our future health reform efforts. We are just 
beginning this process and it will be a while before decisions are reached.

A. Secretary Shalala was speculating on possible options. Again, no decisions have been 
reached. In fact, I have not even discussed options yet. Secretary Shalala herself said that 
decisions have not been made.

A. Let me first say that this Administration will not slash Medicare. In my original proposal, 
we took the Medicare savings and used them to provide benefits to older Americans. We - 
like every bill that came out of Committee - had a tobacco tax. Again, however, no 
decisions on any financing options for any proposal has even been discussed let alone 
decided.

Q. Secretary Shalala indicated that you would be producing a scaled back health care 
plan. Does this mean that you will give up on your goal of universal coverage?

A. I have not had a chance to think exactly about where we will go or even in what form any 
such proposal would be presented. Could recommendations be submitted as part of the 
budget? Yes, but it is also possible it won't.

A. Throughout this debate on health care reform, I have repeatedly stated that covering every 
American and controlling escalating health care costs should be our goals. My commitment 
to this mission has not changed. I still believe that every American deserves health care 
coverage. Every month that we don't act to reform our system, 100,000 more Americans will 
lose their insurance. And, if we want to ensure that the deficit that we have worked so hard 
to contain does not balloon again over time, we need to address rising health care costs. 
Americans will spend $982 billion on health care services in 1994 - nearly 14 percent of our 
gross domestic product. If this trend continues, we will spend $2.1 trillion on health care in 

2001 - 20% of our GDP.

Q. Secretary Shalala said yesterday that you will be presenting recommendations to 
Congress on health care reform and that these recommendations will be part of your 
budget. Are you going to submit a new plan and, if yes, have you given thought to what 
these recommendations will include? in

T/k Fir
Q. Is the new health care process a recognition that the Task Force was a failure?

for other



Q. Will you veto a bill that does not achieve universal coverage?

Q. Is the new health care process a recognition that the Task Force was a failure?

Q. Secretary Shalala said that you have not decided if you will call for an employer 
mandate next year. You have repeatedly stated .that an employer mandate is the best 
way to provide coverage for every American. Are you backing away from requiring 
employers to share in their employees health care costs?

A. I still believe that every American deserves health care coverage. Our goal is universal 
coverage. And we're going to do everything possible to assure that Americans have health 
care coverage when they need it. And we're going to do everything possible to control 
escalating health care costs.

There are obviously decisions that need to be made on how to proceed on health care reform. 
The one thing that is sure is that we are serious about continuing our fight for reform.

The American people still overwhelmingly support universal coverage. The latest NYT/CBS 
News poll (September 8-11) stated that nearly 70% of the public believes that every 
American deserves health care coverage. We must continue to work toward achieving what 
the American people want and deserve.

A. We are simply moving health care through the same policy process that we use for other 
major domestic policy issues. The Domestic Policy Council (DPC) and the National 
Economic Council (NEC) will coordinate our future health reform efforts. We are just 
beginning this process and it will be a while before decisions are reached.

A. I still believe that shared responsibility, which builds on the current system where nine out 
of ten Americans get private insurance through the workplace, is the best way to ensure that 
all Americans have health coverage. As I have repeatedly said I am open to any kind of new 
idea.



4

*

MEMORANDUM

Hillary Rodham ClintonTo:

From: Chris Jennings

October 20, 1994Date:

Update on Health Care Working GroupRe:

Melanne Verveercc:

p.s.

If you have any questions, please do not hesitate to call me. If you and Melanne would like 
to schedule periodic meetings with Carol, Bob, and/or myself at any time, I would be most 
happy to arrange them.

First of all, I want to thank you for all of the support that you have given me since I have 
been here. I particularly appreciate your recent support of me when the subject of a 
coordinator for Bob and Carol came up. There is no question that the new roll will be a 
tremendous challenge. As of today, however, I am pleased to report that it seems to be 
working quite well.

Yesterday, we had a very constructive meeting with the NEC/DPC health policy working 
group. I prepared the attached talking points for Bob's and Carol's use, and I made the 
presentation of the specific issues the group will be initially focusing on for the purposes of 
the policy choice discussions we will have after the elections.

I intend to keep you up-to-date, giving you periodic reports on our progress in producing 
policy options. Also, I will keep you apprised of success or lack thereof in keeping all 
parties feeling and being integrally involved in the development of the options, as well as the 
degree to which they are feeling positive about our process.

Melanne asked that the attached transcripts from Donna Shalala's interview and today's 
AP story on it be forwarded over to you. I am also enclosing the Q&A's that Laurie 
and I worked on for prep before the President's press conference.

We will be preparing background information for you and the rest of the NEC/DPC group on 
each of the issues outlined in section IV of the attached. With only minor modifications, the 
working group has approved of the six issues. I am quite happy to go into more detail with 
you regarding the six core issues. As information is produced, I will forward it on to you and 

Melanne.



AGENDA AND TALKING POINTS FOR 11/19 NEC/DPC MEETING

Welcome, Update on Process, Appreciation for AssistanceI.

Definition of Structure of Roles and Responsibilities for Staffn.

Outline Tight TimeframeIII.

Discussion of Specific Issues Within Workplan — Turn to ChrisIV.

Coverage options(1)

(2) Insurance reform options

(3) State flexibility options

(4) Cost containment options

(5) Financing options

(6)

V.

Reiterate Sensitivity of Any Leaks About this Work Getting OutVI.

Will Keep In Touch, Thank You, Closure of MeetingVII.

Regulatory options
* Second tier non-core issues

(RETURN TO CAROL AND/OR BOB) Outline Need for Intense and Quiet Staff 
Work on Background Information, Policy Options, and Quantitative (numbers- 
run) Analysis



AGENDA AND TALKING POINTS FOR 11/19 NEC/DPC MEETING

Welcome, Update on Process, Appreciation for AssistanceI.

Will be a very open process where all views/approaches/altematives are aired

Definition of Structure of Roles and Responsibilities for StaffIL

Pleased with early cooperation, assistance, and advice. We feel it has been and will 
continue to be constructive. (Cite, for example, Alice's memo and perhaps Donna's 
further elaboration of President's, HRCs, Leon's, and your feeling that proposals be 
viewed in context of laying foundation for achieving President's eventual goal.)

Appreciation of principals' dedication of senior staff resources to help with this effort. 
Their and your (the principals') involvement has already been immeasurably helpful (in 
terms of helping structure issues and background information that should receive 
priority consideration.). Such help will be requested and needed throughout the 
process. (Detailed discussion re this to follow).

Role of Jennifer Klein — analogous to Sylvia and Jeremy, i.e., is empowered to 
facilitate and direct policy work in a manner consistent with desires and discussions of 
you, the principals’, and Chris. Further clarification of anyone else's role that you 
(Carol or Bob) feels is necessary/advisable.

Assuming approval of an "issues to be analyzed" workplan, which Chris will outline in 
a moment, we should be getting first-cut information on some of these issues 
beginning as early as next Monday.

Role of Chris as defined and implemented with regard to Bob and Carol, and 
discussion of how you want him to interact with the Departments, as well as OMB, 
CEA, etc.



Outline Tight Timeframem.

Very little time left before significant policy/political meetings take place immediately 
after the election. (Perhaps outline other high priority scheduling/policy conflicts?)

Hope to have package options outlined for first perusal for this group, with input and 
political/strategic direction from Pat, George and others on or about November 10th. 
(Obviously, no final decisions or recommendations will be made at this time, but will 
help set the stage on what and how recommendations are made/presented.)

As a result, we may want to have further discussions to determine how we want some 
of these options layed out before such a meeting takes place. If we think this is 
advisable, we think that we should tentatively target November 7th for such a 
discussion to take place. Because of the sensitivity to the political timeframe, we do 
not plan on circulating paper at this time. However, it does seem advisable to get 
direction, particularly with regard to presentation of options, from this group before 
the larger group meets.

In any event, after the November 10th meeting, we will need to move quickly in a 
tight calendar before and immediately after Thanksgiving to make any policy option 
presentations that, in particular, have any impact with regard to ongoing budget 
priority discussions.

As we've stated previously, Bill and Gene will play an integral roll in helping Chris 
and us focus on health policy issues within the context of the budget and other 
domestic policy priorities. They will also participate in and contribute to all 
discussions regarding health care policy options — both in terms of the substance and 
the process of developing these options. We and or Chris will keep you apprised of 
other staff roles on this subject.
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IV. Discussion of Specific Issues Within Workplan — Turn to Chris

Obviously, there are many other high priority issues that all the departments would 
like to explore. By not listing them here, we are in no way suggesting that other 
issues should not be considered, but we do believe they should be considered outside 
the context of these core issues. (For example, we are aware that HHS has a 
Medicare reform initiative now being reviewed).

The issues that we have selected for your consideration have been chosen because they 
can be, if done properly, used to create a solid foundation on which to move towards 
the President's goal of universal coverage and cost containment. Obviously, the final 
choice that we make in regard to what if any issue we choose to pursue will depend 
heavily on the President's eventual choices on his budget and policy priorities after the 
election. The six issues that seem to best capture what principals' senior staff believe 
are important for consideration by you are:

Keep in mind that all options, ranging from staking out no position to strongly 
advocating the same or another comprehensive reform approach, are still on the table. 
The discussion that follows assumes this fact, but concentrates on the interim steps 
that we were asked to pay particular attention to at this time.

Without going into great detail, I'd like to discuss what type of issues we would 
consider under each of these six issue headings and how we are now thinking about 
structuring them. Jen and I, speaking for Bob and Carol, would like to invite you to 
add, subtract, modify, or clarify this list. (Ask to not be interrupted until end.)

coverage 
insurance reform 
state flexibility 
cost containment 
financing 
regulatory options



Coverage options(1)

A wide variety of coverage options should be considered, including:

(2) Insurance reform options:

Benefits and risks of alternative insurance reform in a non-universal coverage market.

State flexibility options:(3)

To make it user friendly to the numbers-driven world we work in, structure options to 
illustrate how much coverage you can buy for different dollar amounts.

Options for providing incentives or removing potential barriers to state-based reform 
efforts. We plan on looking at Medicaid and ERISA waiver options for group 
consideration.

Options considered will include an examination of feasibility, advisability and cost of 
different administrative options for each subsidy scheme. As such, the relationship 
between coverage and the appropriate Medicaid role will be carefully explored.

In order to get these options scored, we must immediately move to get them modeled 
and sent through OMB, HHS and their actuaries, and others to get the type of cost 
estimated package options that you will want to have. We are planning to have a staff 
meeting for a first cut review on these models tomorrow. All models would be 
subject to sign-off by the principals.

low income families
kids only
welfare to work populations
in-between job (unemployment) protections
elderly (likely only consider if Medicare cuts high)
combinations, different benefit package assumptions and zero option, etc.

Graduated (from minimal to major) insurance reform options and implications and 
tradeoffs in each alternative. (For example, the more subsidies you provide from 
above options may require much more significant insurance reform to guard against 
adverse selection.) Background information on this issue is being prepared for your 
staff to review on Friday.



(4) Cost containment options:

Financing options:(5)

Linkage to public cost containment is very closely associated with financing.

(6) Regulatory options:

Review of alternatives already proposed is underway. Revenue options will, of course, 
be done by Treasury.

Private sector options must reviewed in detail. (CJ will discuss orally all issues, 
including market reforms that could also involve an analysis of medical savings 
accounts, commission options, and various tax cap alternatives).

Public sector options will be reviewed. (Medicare and Medicaid savings, as well as 
any savings emerging from proposals from HHS dealing with standardization of forms 
and fraud and abuse).

Obviously because of strong opinions on these issues, particularly with regard to 
ERISA, this needs to be done in context of both policy and political (competing 
priorities of business, labor and states) feasibility, as well as it must be understood that 
any such option enhances, rather than detracts from, the likelihood of national 
comprehensive reforms.

All three Departments have an essential role to play on this issue and Jen and I, along 
with Kathy Way of Carol's staff, will watch this very closely.

There are also important second tier non-core issues. Many of these issues are being 
represented by departments in this room and elsewhere. The fact that these issues are 
not listed in no way connotes that they are unimportant, but the NEC/DPC working 
group concluded that we should try to limit our current analysis to a number of 
structural core reform options.

Many Departments have regulatory reviews underway with expressed purpose of 
developing initiatives that can be helpful to health reform legislative and/or policy 
goals. I am advised that the Departments of Labor and HHS have these reviews well 
underway. Options need to be reviewed.



V.

soon.

Reiterate Sensitivity of Any Leaks About this Work Getting OutVI.

Will Keep In Touch, Thank You, Closure of MeetingVII.

(RETURN TO CAROL AND/OR BOB) Outline Need for Intense and Quiet Staff 
Work on Background Information, Policy Options, and Quantitative (numbers- 
run) Analysis

Chris will be consulting you throughout this process to make certain that you are 
comfortable with how this is being done and who is doing it. But it must get done

Lastly, in an attempt to provide a sense of where Congress ended up on the many 
health reform bills, we are in the process of developing a side-by-side to compare 
notable health care reform initiatives by both Republicans and Democrats. We hope 
that this will be useful.

At the risk of beating a dead horse, we must continue to reiterate the importance of 
holding this information close. If any of these options get out into press or onto the 
Hill prior to early consultation, we have major problems that could undermine the 
whole process — even if a leak occurs after the election.

In order for us to get this information prepared and circulated amongst ourselves for 
consideration and discussion in a timely manner, the staff work will need to get it 
done quickly and quietly. This is particularly the case with regard to any options 
relating to numbers/cost-revenue issues.

On some fronts we can move quickly and build on the information base we have 
either through our own work or those of the alternatives that have been outlined in 
the Congress. However, there most definitely will be exceptions to this that will entail 
new and detailed work, analysis and consideration. The targeting and administration 
of subsidies and the advisability and feasibility of providing for state flexibility in a 
non-universal coverage proposal serve as two particularly good examples.

As new information on substance or scheduling becomes available, we will be in 
touch. Thank you all again for all your help and cooperation. I think we are off to a 

great start.



Health Care Qs and As - October 20, 1994

Q. Is the new health care process a recognition that the Task Force was a failure?

Q. So, Secretary Shalala misspoke yesterday?

A. We are simply moving health care through the same policy process that we use for other 
major domestic policy issues. The Domestic Policy Council (DPC) and the National 
Economic Council (NEC) will coordinate our future health reform efforts. We are just 
beginning this process and it will be a while before decisions are reached.

Q. Secretary Shalala said yesterday that you will be presenting recommendations to 
Congress on health care reform and that these recommendations will be part of your 
budget. Are you going to submit a new plan and, if yes, have you given thought to what 
these recommendations will include?

Q. Secretary Shalala also said that obvious revenue sources will be cuts in Medicare and 
a tobacco tax. Are these your options that you are considering given that they were in 
your original plan?

A. Let me first say that this Administration will not slash Medicare. In my original proposal, 
we took the Medicare savings and used them to provide benefits to older Americans. We - 
like every bill that came out of Committee - had a tobacco tax. Again, however, no 
decisions on any financing options for any proposal has even been discussed let alone 
decided.

A. Secretary Shalala was speculating on possible options. Again, no decisions have been 
reached. In fact, I have not even discussed options yet. Secretary Shalala herself said that 
decisions have not been made.

A. I have not had a chance to think exactly about where we will go or even in what form any 
such proposal would be presented. Could recommendations be submitted as part of the 
budget? Yes, but it is also possible it won't.

Q. Secretary Shalala indicated that you would be producing a scaled back health care 
plan. Does this mean that you will give up on your goal of universal coverage?

A. Throughout this debate on health care reform, I have repeatedly stated that covering every 
American and controlling escalating health care costs should be our goals. My commitment 
to this mission has not changed. I still believe that every American deserves health care 
coverage. Every month that we don't act to reform our system, 100,000 more Americans will 
lose their insurance. And, if we want to ensure that the deficit that we have worked so hard 
to contain does not balloon again over time, we need to address rising health care costs. 
Americans will spend $982 billion on health care services in 1994 - nearly 14 percent of our 
gross domestic product. If this trend continues, we will spend $2.1 trillion on health care in 
2001 - 20% of our GDP. (



*

Q. Will you veto a bill that does not achieve universal coverage?

Q. Is the new health care process a recognition that the Task Force was a failure?

The American people still overwhelmingly support universal coverage. The latest NYT/CBS 
News poll (September 8-11) stated that nearly 70% of the public believes that every 
American deserves health care coverage. We must continue to work toward achieving what 
the American people want and deserve.

Q. Secretary Shalala said that you have not decided if you will call for an employer 
mandate next year. You have repeatedly stated .that an employer mandate is the best 
way to provide coverage for every American. Are you backing away from requiring 
employers to share in their employees health care costs?

A. I still believe that every American deserves health care coverage. Our goal is universal 
coverage. And we're going to do everything possible to assure that Americans have health 
care coverage when they need it. And we're going to do everything possible to control 
escalating health care costs.

There are obviously decisions that need to be made on how to proceed on health care reform. 
The one thing that is sure is that we are serious about continuing our fight for reform.

A. We are simply moving health care through the same policy process that we use for other 
major domestic policy issues. The Domestic Policy Council (DPC) and the National 
Economic Council (NEC) will coordinate our future health reform efforts. We are just 
beginning this process and it will be a while before decisions are reached.

A. I still believe that shared responsibility, which builds on the current system where nine out 
of ten Americans get private insurance through the workplace, is the best way to ensure that 
all Americans have health coverage. As I have repeatedly said I am open to any kind of new 
idea.



on

an

Melanne Verveercc:

Attached please find the most recent draft of the Regulatory Review Initiative 
Presentation (both HCFA and FDA). We are scheduled to meet with the Vice President 
Tuesday, February 21 and will begin with the discussion of the FDA proposals. We have 
told the Reinventing Government team (including Sally Katzen) that the HCFA presentation 
describes regulatory changes that will be implemented as part of health care reform. They 
have noted that the Vice President’s highest priorities are FDA, EPA and OSHA. 
(Therefore, we don’t anticipate that he will see this as a conflict.)

We would recommend an event at a hospital in one of the key states. 
Approximately 100 supportive physicians and hospital groups would be invited for the 
unveiling of our regulatory relief initiative. You would lead a panel of hospital 
administrators, physicians, one or two HHS representatives (maybe Secretary Shalala and 
Bruce Viadeck), consumers, an insurer, an employer and a non-government expert.

We have had discussions with HCFA and with Public Liaison about scheduling 
event to highlight our regulatory relief efforts. Melanne also filled us in on your 
conversation with Steve Gleason. Since most of the proposals in the HCFA presentation 
can be implemented by regulation, we could announce them as a package. The most 
visually powerful would be the elimination of the physician attestation requirement. 
Against a backdrop of thousands of these attestation forms, a hospital administrator could 
explain the process they have been forced to follow for every discharge of a Medicare 
patient.

Hillary Rodham Clinton
Chris Jennings
Jennifer Klein
2/17/95
Regulatory Review Update

TO:
FROM:

DATE:
RE:

Public Liaison and HCFA are ready to go. We can discuss this further when we 
meet with you on Tuesday.



HEALTH INDUSTRY WORKING GROUP 
RECOMMENDATIONS



I. PHYSICIAN ATTESTATION

REGULATORY APPROACH: Streamline paperwork.

PROS:

Reduces paperwork burden and "hassle" on physicians and hospitals.

Can be implemented quickly, with an immediate impact on providers.

Decreases administrative costs for hospitals.

CONS:

Revised 2/16/952

Implements recommendation by the Medicare Technical Advisory Group which is 
comprised of hospitals, intermediaries and trade associations.

Despite coding/DRG complexities, physicians are viewed as most knowledgeable on 
care given to hospitalized patients. This may create the impression that 
administrators rather than doctors control patient care.

The attestation requirement appears unnecessary. There has never been a 
prosecution in the 11 years of operation of the prospective payment system for 
hospitals.

PROBLEM: Currently, a physician must sign an "attestation form" for each Medicare 
patient discharged from a hospital. The form is used to certify the accuracy of all 
diagnoses and procedures; without an attestation form, the hospital cannot bill Medicare. 
Obtaining the physician's signature is burdensome for hospitals and physicians, and 
resulting billing delays hurt hospital cash flow.

Although the hospital will be responsible for accuracy of the diagnoses and 
procedures, this may create the impression that the Health Care Financing 
Administration (HCFA) is relaxing its controls on fraud.

REGULATORY IMPACT: 11 million forms will be eliminated; almost 200.000 hours of 
physician time will be saved; hospitals will have improved cash flow and reduced labor 
costs.

PROPOSED SOLUTION: Eliminate the requirement for the form entirely and instead 
hold hospitals responsible for accuracy of the diagnoses and procedures. Hospitals are 
better equipped to combat fraud and abuse given improvements in record keeping and 
coding capabilities. (This change can be implemented by regulation.)



II. HEALTH AND SAFETY STANDARDS FOR MEDICARE PROVIDERS

PROBLEM:

PROPOSED SOLUTIONS:

A.

develop outcome-based performance standards;

increase consistency of requirements across providers; and.

(These changes can be implemented by regulation.)

Revised 2/16/953

Very little information is available for consumers on the quality of care at a given 
facility. Information about quality can help consumers make health care choices.

Hospitals. Home Health Agencies (HHAs), hospices, and End-Stage Renal Disease 
(ESRD) facilities must meet health and safety requirements to participate in the 
Medicare program. These requirements measure "process" (i.e., procedural and 
administrative requirements as proxies for quality health care) rather than "outcome" 
(i.e.. evaluations of actual patient care) and continuous quality improvement.

collect and analyze patient care data needed for continuous quality 
improvement and performance evaluation;

Conditions of Participation: Eliminate unnecessary process requirements 
and instead:

REGULATORY APPROACH: Performance standards; tailor oversight and survey 
frequency to performance.

Regulatory requirements vary by type of facility and provider even when the 
services provided in each facility are the same, creating inequities and inappropriate 
incentives.

By law, HHAs must be surveyed yearly - even though historical data show that this 
frequency is excessive for many HHAs and does not improve care.

ask the customer to provide input on what the outcome measures should be, 
and to evaluate the services they received.



PROS:

Powerful data will be available to regulators and providers.

CONS:

REGULATORY IMPACT:

B.

PROS:

Provides a positive incentive to furnish good care continuously.

Revised 2/16/954

Eliminating unnecessary process requirements may be viewed by patient 
advocates as an elimination of patient safeguards.

Reduces burden on good providers (on-site inspections involve extensive 
provider staff participation).

Educating the consumer will produce a strong, non-regulatory force to 
improve quality of care.

Eliminating unnecessary process requirements will reduce compliance and 
survey burdens and make it possible to focus on actual patient care.

Reviews problem providers more thoroughly, which will improve care or get 
them out of the program.

Produces savings because providers are free to achieve high quality outcomes 
in the most cost-effective manner. (Note: Outcome measures focus on 
results whereas process regulations require providers to follow certain 
procedures. To the extent we can evaluate quality by looking at results, we 
can discontinue the use of required procedures).

Enables survey agencies to target scarce on-site survey resources to problem 
providers.

Developing patient care data requirements could be viewed as an additional 
burden for some providers because they do not currently report this data to 
HCFA.

Home Health Agencies: Seek an amendment to Section 1891(c)(2)(A) of the Social 
Security Act to allow flexible survey schedule for HHAs.



CONS:

ALTERNATIVES NOT RECOMMENDED:

Seek flexible survey cycle for nursing homes.(1)

(2) Eliminate surveys altogether for providers with good records.

WHY NOT RECOMMENDED:

(1)

(2)

Revised 2/16/955

Some out-of-compliance HHAs may fall through the cracks under a flexible 
system.

REGULATORY IMPACT: Approximately $8.8 million in savings to the Federal 
Government.

Current nursing home survey cycle allows some discretion (i.e., allows a 
maximum of 15 months between surveys for a given home while requiring a 
12 month average for each State). Greater flexibility would be inappropriate 
due to the vulnerability of the nursing home population, generally low level 
of professional supervision, and historical problems with the quality of 
nursing home care.

Quality of care at an institution can go from good to bad virtually overnight 
as a result of change of ownership, high turnover of non-professional staff, 
loss of key professional staff, reduction in census/client base, changes in 
patient mix (e.g., influx of patients who need hi-tech care), etc. Flexibility in 
surveying all providers reduces costs while keeping all providers alert to the 
possibility of inspection.



in. CLIA

REGULATORY APPROACH:

Reduce oversight for certain test systems.

Establish performance standards.

Use information and education as a substitute for sanctions.

PROPOSED SOLUTIONS:

A.

PROS:

CONS:

Less oversight and monitoring of quality in physician office laboratories.

Revised 2/16/956

PROBLEM: CLIA is unnecessarily burdensome (especially for small and physician office 
laboratories), and laboratories fear sanctions for failure of proficiency testing.

Reduces paperwork and costs for providers, especially for physician office 
laboratories, as well as costs of program management.

The Clinical Laboratories Improvement Amendments (CLIA) of 1988 established 
baseline quality standards that ensure the accuracy, reliability and timeliness of laboratory 
testing. These requirements are based on the complexity of the test performed in the 
laboratory, rather than where the test is performed. Compliance with the standards is 
determined through on-site inspection.

Creates incentives for manufacturers to develop more reliable testing 
equipment by stimulating demand for accurate and precise technological 
testing systems.

Waive the routine 2-year survey of users of "black box" technology, conducting 
surveys only if there are indications of problems or complaints, and to validate a 5% 
sample. Develop and implement criteria for accurate and precise "black box" 
technology that will be followed to determine if the technology qualifies for waiver 
of the routine 2-year survey. Black box technology refers to simple and easy to use 
test systems that have demonstrated accuracy and precision through scientific 
studies. (These changes can be implemented by regulation.)



REGULATORY IMPACT: The dollar magnitude of savings cannot be predicted.

ALTERNATIVES NOT RECOMMENDED:

(1) Do not create new testing category to recognize "black box" technology.

(2) Seek legislation to waive all requirements for "black box" technology.

WHY NOT RECOMMENDED:

(1)

(2)

B.

PROS:

CONS:

Removes quality protections for a greater number of tests.

Revised 2/16/957

Decreases burden, especially for physician office laboratories because of less 
regulatory oversight.

Our approach achieves a similar end administratively without requiring a 
statutory change.

Creates incentives for manufacturers to develop more test systems that meet 
the clarified waiver criteria and criteria for approval for home use.

Limits incentives to develop new technology and does nothing to reduce 
burden.

Major groups of laboratory professional scientists such as the American 
Society of Clinical Laboratory Scientists and the College of American 
Pathology may protest this reduction in requirements.

Increases access to greater variety of tests. Physician office laboratories may 
expand the range of tests they perform without an increase in costs/burden.

Clarify and expand the waiver criteria and streamline the waiver process so that 
more tests can be waived from CLIA requirements. In addition, waive all tests 
approved bv FDA for home use (i.e., tests that do not require trained personnel). 
(These changes can be implemented by regulation).



REGULATORY IMPACT:

Minimizes regulatory requirements.

ALTERNATIVES NOT RECOMMENDED:

(1)

(2)

(3) Repeal CLIA.

WHY NOT RECOMMENDED:

(1)

(2)

(3)

Revised 2/16/958

Exempt all tests performed in physician office laboratories from CLIA 
requirements.

Amend statutory "risk" language to allow consideration of net benefits and 
costs.

A proposed waiver rule has already been developed that delineates a set of 
criteria to objectively define what constitutes a test that will have negligible 
risk of an erroneous result, thus allowing for waiver from CLIA standards. 
Once these criteria are finalized and disseminated, manufacturers and others 
will have a clear understanding of negligible risk. Manufacturers will have 
incentive to produce high quality tests that are accurate and precise and have 
only a negligible risk of error.

Due to serious problems (e.g., incorrectly read Pap smears), public concern 
has demanded oversight of laboratory testing in the U.S. HCFA inspections 
have since confirmed the existence of quality problems.

Eliminates inspection fees for many of the 60.000 physician office and other 
small laboratories that perform only tests from the expanded waiver category.

Complex tests, if incorrectly performed, can cause irreparable harm to a 
patient. Data from inspections indicate that a significant percentage of tests 
critical to the diagnosis and treatment of patients are not accurately 
performed.

Many additional laboratories will face lower inspection fees because, while 
they will continue to perform non-waived tests, many more tests will fall into 
the expanded waiver category.



PROS:

Reduces inspection burdens.

CONS:

Without frequent inspections of all laboratories quality may decline.

REGULATORY IMPACT:

Less oversight.

Lower burden for laboratories.

Lower user fees needed to offset the costs of the inspections.

ALTERNATIVES NOT RECOMMENDED:

(1)

Revised 2/16/959

Approving States for CLIA exemption allows expanded role for States with 
strong licensure programs.

Rewards good performers with fewer inspections. This is a positive incentive 
to improve performance.

Educational emphasis on the inspection process has generated a positive 
response from the laboratory community.

Repeal quality control, quality assurance, personnel requirements (except in 
cytology laboratories), while relying on proficiency testing and outcomes as 
the basis for quality control.

Use performance standards and require less frequent on-site inspections (surveys) of 
excellent performers. Approve private accrediting organizations for deemed status 
when their accreditation standards are as stringent as CLIA. Exempt labs from 
CLIA requirements when the State where they are located has requirements equal to 
or more stringent than CLIA's. (These changes can be implemented by regulation.)

Deemed status allows for privatization; State exempt status allows for State 
role.

Approving organizations for deemed status offers laboratories oversight by 
peers.



(2)

WHY NOT RECOMMENDED:

(1)

(2)

D.

PROS:

Less intrusive than traditional regulation and oversight.

Revised 2/16/9510

Reduces anxiety in the physician office laboratory community while 
maintaining opportunity for self-assessment and improving performance.

Deficiency rates in physician office laboratories are two to three times 
that of previously regulated labs.

Inspection data indicate that significant numbers of laboratory tests are 
not accurately performed; good quality control and quality assurance 
practices are not being followed by many laboratories.

Adherence to quality and personnel requirements is what defines sound 
laboratory practices in high performing laboratories. If these requirements 
are waived there would be no standards available to evaluate the laboratory in 
the event their performance deteriorated. Further, proficiency testing alone is 
unreliable as the sole indicator of laboratory performance.

Amend the statute to allow for waiver of quality control, quality assurance 
and personnel qualification requirements to allow HCFA to waive such 
requirements for high performing laboratories.

Proficiency testing results reveal that the failure rates for previously 
unregulated labs are double that of previously regulated labs.

Elimination of quality and personnel requirements will have an adverse 
impact on the accuracy of laboratory tests and their use for patient diagnosis 
and treatment. It is important to note that:

Use proficiency testing (PT) "failures" for education and as an outcome indicator in 
laboratory quality. (PT is testing samples of known values to assess the accuracy of 
a laboratory’s results). Sanctions (i.e., loss of Medicare payment or loss of approval 
to do testing) are imposed only in cases of immediate jeopardy or when the 
laboratory has refused to correct the problem or has had repeated failures on 
proficiency testing. (This change can be implemented by regulation.)

Allows use of proficiency testing as an outcome measure to monitor 
laboratory performance and provide laboratories with feedback on test 
quality.



CONS:

Difficult to prevent egregious disregard for quality testing.

Physicians do not think that this action by itself reduces burden sufficiently.

Revised 2/16/9511

ALTERNATIVES NOT RECOMMENDED: No longer require proficiency 
testing.

WHY NOT RECOMMENDED: Proficiency testing is a valuable outcome 
indicator and educational tool.

REGULATORY IMPACT: Minimizes the fear of sanctions in 60.000 non-waived 
labs.



OTHER ALTERNATIVES FOR REGULATORY REFORM

1.

2.

As we broaden managed care options for Medicare beneficiaries, we must:

1

Alternative: Ask the Office of Personnel Management (OPM) to require 
participating carriers to announce to providers that they accept the HCFA 1500 for 
claims filed under FEHBP. Ask HCFA, the Department of Defense, the Department 
of Veterans Affairs and FEHBP to develop a single set of instructions for filling out 
the HCFA 1500 in order to streamline further the claim filing process.

Competition in Medicare. The Administration is considering proposals (as part of 
health reform discussions) that would offer beneficiaries greater choice among 
managed care plans. Competition among organized delivery systems has the 
potential to promote greater efficiency and increase consumer choice.

Continue to assure quality and preserve beneficiary choice. Increasing 
managed care options for Medicare beneficiaries will succeed only if 
beneficiaries recognize the benefit of the coordination of care and case 
management that high quality managed care plans can provide.

Concerns: This will reduce paperwork for providers and consumers, but may be an 
added burden on insurers who do not yet use the form. OPM is concerned that 
insurance carriers, particularly HMOs or fee-for-service plans with preferred 
provider arrangements, have established data systems suited to their individual 
informational needs. These carriers would be required to create new data systems to 
process FEHBP claims (although most of these carriers already serve Medicare 
patients and therefore already process the HCFA 1500).

Improve payment methods to managed care plans. Currently, Medicare pays 
5.7 percent more for every enrollee in managed care rather than fee-for- 
service. Efforts are underway to improve the current payment methodology 
by adding health status adjusters.

Paperwork Reduction in Federal Programs. Although many Federal programs 
require the use of the HCFA 1500, use of the form is not required by the Federal 
Employees Health Benefit Plan (FEHBP). In addition, instructions for the form vary 
across programs.

Be aware of the practical limitations of a rapid expansion of managed care; 
the movement to managed care cannot outpace the capacity of managed care 
plans to serve large numbers of new enrollees, particularly those with the 
expensive and special health needs of the Medicare program.



3.

4.

2

Third, per capita health care spending for aged beneficiaries is four times the 
average for the under 65 population.

Alternatives: (1) Set Medicare standards for hospital quality and utilization review 
and allow hospitals to contract for review either through PROs or other third parties; 
or (2) eliminate the PRO program entirely.

Concerns: Any discussion of voucher proposals should be informed by some facts 
about Medicare beneficiaries.

Currently, the major areas of growth for the Medicare population are older 
seniors age 85 and older, women, and persons with disabilities.

Alternative: Proposals are being discussed to create a voucher system under which 
private insurers bid for Medicare patients. The Administration has opposed these 
voucher proposals.

Because problems of risk selection and premium and marketing discrimination in the 
private insurance market have not been addressed adequately, a voucher system 
could put the most vulnerable beneficiaries at risk, and could effectively eliminate 
real plan choice for many older persons. Any broad structural changes to Medicare 
will be seen by beneficiaries, providers and advocates as an attempt to cut, or even 
destroy, the program.

Second, there is an inverse relationship between income and health status and 
per capita Medicare expenditures.

Ownership and Referral. Current law prohibits physicians from referring patients 
to health care facilities in which they have an ownership interest. The prohibition is 
intended to address over-utilization rather than self-referral; therefore, restrictions 
and penalties should be structured to address excessive referral more directly. In 
addition, the current prohibition is arbitrary because it does not apply to vertically 
integrated facilities (e.g., labs or x-ray facilities that are part of a clinic).

Physician Review Organizations. Physician Review Organizations (PROs) work 
with local communities and hospitals to assess variations in processes, quality and 
outcomes of care. Because there is a substantial emerging market in private 
utilization review, continuing government intervention may be unnecessary.

Concerns: Medicare has a responsibility to ensure that its beneficiaries receive high 
quality care. The newly structured PRO program has the potential to improve 
quality, and hospitals and physicians support the new program.



on

4.

3

Alternatives: (1) Identify inappropriate constraints and reform Medicare coverage 
and payment rules that prevent physicians and hospitals from providing lower cost 
care; and (2) reimburse for experimental drugs and devices administered in clinical 
trials for diseases for which there are no adequate proven therapies.

Concerns: The Health Care Financing Administration (HCFA) is conducting 
demonstration projects to explore alternatives to current reimbursement programs, 
including reimbursement for telemedicine and prospective payment for outpatient 
care, skilled nursing and home care. However, constraints on reimbursement and 
coverage control utilization and costs. Expanding reimbursement and coverage will 
increase the volume of services provided and may therefore increase total costs for 
both beneficiaries and the Federal government.

Alternative: (1) Replace the ban on self-referral with restrictions on over-utilization 
(i.e., referring patients too often to any facility); and (2) impose heavy penalties 
physicians who refer patients excessively to facilities in which they have an 
ownership interest.

Concerns: Studies by the Government Accounting Office, the Office of the 
Inspector General and non-government groups have concluded that physicians who 
have financial relationships with health facilities tend to refer their patients to those 
entities more frequently than other physicians. These studies suggest that self­
referral is an effective proxy for the over-utilization of services. It may be difficult 
to measure and prove over-utilization in the absence of the ban on self-referral.

Some examples are: (1) Medicare requires a 3-day hospitalization before it will 
reimburse for care in a skilled nursing facility; (2) telemedicine is reimbursed at the 
same rate as a face-to-face encounter, even though telemedicine is a less intensive 
interaction that can produce savings; and (3) reimbursement rates vary for identical 
care performed in inpatient and outpatient facilities.

Reimbursement Mechanisms. Reimbursement and coverage rules under Medicare 
are often arbitrary and inefficient. For example, some services may be reimbursed if 
performed in one type of facility but not in another. In other cases, a provider may 
be forced to give higher cost care because a lower cost alternative is not 
reimbursable, or may be unable to use a new treatment or technology because it is 
not yet covered by Medicare.



*he Food and Drug Administration is the component of the Department of Health 
and Human Services charged with ensuring that foods are safe and wholesome; 

human and veterinary drugs, vaccines, and medical devices are safe and effective: 
cosmetics and electronic products that emit radiation are safe; and that regulated 

products are accurately labeled. In earning out those responsibilities. FDA 
regulates over $1 trillion worth of products, which account for 25 cents of even 

dollar spent annually by American consumers.

Drugs must be approved by FDA prior to marketing. New chemical discoveries 
("new drugs") are subjected to animal, then human testing, and the resulting data 

submitted to FDA scientists for review via a New Drug Application. The total 
time for industry testing and FDA review takes 7-10 years. Changes in a drug, 
such as substituting a different ingredient, are also approved bv FDA via a 
"supplement" to the original appheation for approval. A similar process is 
followed for "biologics"-which include vaccines and drugs made from 
biotechnology. Generic versions of brand name drugs can be approved by FDA 

after the brand name drug’s patent has expired, although the generic drug 
manufacturer must "reverse engineer" the drug by analyzing the brand name’s 
content and making a reasonably accurate "guess" as to its formula-which FDA 
approves via an Abbreviated New Drug Application.

Medical devices are approved for marketing in two ways, as required by 
legislation enacted in 1976. Totally new devices must be subjected to testing to 
demonstrate safetv and effectiveness, with the resulting data submitted to FDA 

via a Premarket Approval Application. Devices "substantially equivalent" to ones 
already marketed are reviewed by FDA via a Premarket Notification, in which 
the manufacturer informs the PDA of changes it has made in the device and why 
those changes can be safely made-such as changing an implanted heart valve 
from metal to plastic.

FOOD AND DRUG ADMINISTRATION 
(Reforms in Regulation of Drugs and Devices)

In considering candiates for regulatory reform. FDA has considered the concerns 
expressed by the drug and device industries, which are focused on expediting 

product reviews and eliminating unnecessary requirements. While these reforms 
would eliminate a number of burdensome direct cost elements, the major savings 
to these industries would result from the economic value of the time saved in 
bringing new' products to market. Overall, the drug/biotech industry could 
realize almost $400 million a year and the medical device industry about $100 
million a year in such time-cost savings. Savings to the FDA would be around 50 
FTEs after the first year, and perhaps in the hundreds by the year 2000.



DRUGS 

The Problem: FDA' s longsc.anding regulations governing the 
marketing of new drugs place burdens on the indusc.ry that are 
unnecessary c.o proc.ect1on of the public health. For biological 
drugs, Jriginally produced f�om living organisms, c.he 
requiremenc.s have been especially strict and biotechnology 
producc.s fall under these requirements. Specifically: 

:; All manufacc.uring changes in biologic (bioc.ech) 
products need FDA preapproval, even iL they are 
relatively minor; 

2) Manufacc.�rers of b:oc.ech drugs muse. often build a
producc.:.on [acility long before marketing approval;

3) Bioc.ech drug manucacc.urers are inhibited from using
subcontractors by requirements limiting manufacturer
name on the drug; and

4) FDA issues "monographs" dealing with production and
c.esc.ing of anc.ibioc.ics and insulin.

New Regulatory Approach: Streamline/reduce burden, tailor 
requirements c.o c.he risk involved. 

Proposed Solution: Expedite market access for new drugs by 
fitting requirements to risk. As technology has advanced, 
exc.remely tight regulatory conc.rols over drug manufacturing have 
become unnecessary. Products can now be safely made with reduced 
regulac.ion, �.e., 

ll Waive premarket. approval for all manufacturing changes 
in �ew drugs that :nc.roduce no or negligible risk; 

2 l Permit manufacturers c.o demonstrate capability c.o 
properly make bioc.ech drugs without building a new 
plane. 1. e., but esc.ablishing a small "pilot" 
produce.ion line); 

Permit. Jioc.ec� dru9 companies t.J subcon(��ct produc;: 
p�oauc::�n oy allowing chem t.J place Lhe:r name on ·�e 
drug prJduced by ��e subconc.racc.or; and 

� E: .:.�1.na:e spec .1al :-equ � remencs r or 111s ui ::� and 
an::.b1.o::.cs and allow an ex1sc.ing privac.e standarc 
sec:in� :)ody -a "-St.abl::.sh Lesc.:.:1g and quality 
s:anaar:::s. 



Pros and Cons: 

Pro: Relieves induscry resources; 

Saves government resources; and 

Provides public faster access :� products. 

Con: Slight risk that supposedly "minor" change could 

turn out to be imporcant. 

Alternatives Not Recommended (and Why): 

ll Waive FDA preapproval of all manufacturing c�anges 
(Many manufaccuring changes affecc a product's acL1ve 
ingrediencs and can be significanc to �ealLh). 

2) Waive enc�rely che requiremenc to demonscrate
capability to manufacturer a new drug before ?DA
approval (Experience has demonstrated t�at some ::r�s
cannot properly manufacture a new drug at the begin�ing
and need some initial FDA oversight).

3) Eliminate quality and testing standards entirely Eor
insulin and antibiotics (Antibiotics and insulin can
pose significant health risks if improperly produced).

Regulatory Impact: 

1) Amendments to requirements for manufacturing changes
would reduce by 50% instances whereby manufacturers of
biotech drugs must wait for FDA approval, and by:�%
instances whereby other drug manufacturers must wait.
Will reduce FDA workload by 12-1400 applications as
well as staff years assigned to those functions.
Average processing times would be-reduced from an
average of 6-12 months to an overall time of 0-30 days;

2) Eliminating need for early conscruction ot new
manufacturing facility could result i:1 savings o: -? o
2�0 million dollars to the biotechnol�cy 1rug �ndustry
according to our private sector sc.udy; ,nd

3 Amending ant ibiot 1c and insulin requ 1.rer:1e11ts would
eliminate 700 pages of the Code oc Fedet�l R�aulat:ans;
certificac.ion and other fees of approxi:na.Le:y s:

m1:lion per year by industry would 8� :�movPc; FDA
would save uo to ; FTEs.



GENERIC DRUGS 

(Exemption of Generic Drugs from Premarket Approval Requiremenl)) 

The Problem: Generic drugs manufacturers must apply i:.J FDA :or 

permission to market generic versions of brand name drugs (once 
the patent has expired). Because data on the makeup o: i:.he orand 
name drug is unavailable to the generic drug manufacturer, chat 
company must purchase the brand name drug, analyze it, �eter.nine 
how to make it, and submit an application to the rDA 
demonstrating that it has "guessed right" in how LO mar:e the 
generic version. Thus, generic manufacturers each year �ust 20 
through that process almost 4,000 times, even thougn t�e 
resulting drug is merely a close copy of the brand name vers1on. 

New Regulatory Approach: Exemption from current appl ica.;:.1on 

process; privatization of standard setting process. 

Proposed Solution: Change the requirements for FDA preapproval 

of generic drug applications. Publicly release informac:on aoouc 
the manufacturing of brand name drugs at the time the patent 
expires. The application submitted to FDA would be far simpler, 
thus alleviating the need for the generic company, through 
reverse engineeri:1g, co attempt to determine how the c::and name 
drug was made. 

Pros and Cons: 

Pro: 

Con: 

Greatly streamlines generic drug market:�g 
process, without compromising safety; 

Generic drugs produced under this syste:-!1 will :,ave 
less variability, thus improving patien;:. care; and 

Generic drug industry likely to support such a 
change. 

Brand name drug ir.dustry likely to oppcs�. bas�d 
on res1s;:.ance to F!JA releasing dn.:o ,·cr,::�::c ·;-::.a.. 

Alternatives Not Recommended (and Why): 

l! Review g 0ner:= drugs more tap1.dly, thus spee=:�q - �e1r 
:narket::.:.g app::oval ::1surfic1.ent :::-!JA r�sourc-:::, ioes 
noc .Jdciress q-..iesr.ion o:: variability between �-::ner1:: ,no 
brand r.ame r.::-ugs- -e.g., a generic r!rug i::ny j:ssolv: 
di:fe�e!;cly :::an :..�e tJrand name drug 01. )lne::-·.-.,1se :'" ­
slight!.y "'i1::12rent," =--�cause the gene�-�-- ,1:.--:::: 



manufacturer :nust "guess" how t:he brand name drug is 
made.) 

2) Have a two-prong approach, maint:aining t�e current 1st
approved generic, while ultimately making the 9at:ent
available Eor more exact: copies.

Regulatory Impact: 

Eli�inaces some Federal preapproval; 

Speeds market access for generic drugs; 

Enhances consistency among generics v111en 
appropriate; 

Saves government: FTEs; 

Saves industry resources; 



MEDICAL DEVlCES 

The Problem: The medical device industry claims L hat the Food and 

Drug Administration's (FDA's) regulatory actions for medical 
devices have delayed the introduction of devices into t�e 
marketplace and have negatively impacted the U.S. device 
industry's international competitiveness. Industry concerns 
about FDA's device responsibilities include: 1) FDA reviews of 
premarket approval applications (PMA's) and premarket 
notification actions (requests to market a device on the ground 
that it is substantially equivalent to another device that is 
already on the market) under section SlO(k) of Lhe Federal Food. 
Drug, and Cosmetic Act take too much �ime and delay a device's 
entry into the marketplace; (2) FDA approval of requests to 
export unapproved devices is unnecessary and delays exports; '3) 
the device classification process is unduly burdensome because it 
requires classification procedures even for low risk devices; and 
(4) FDA has a list of firms that fail to observe good

manufacturing practice (GMP) requirements when manufacturing
their devices and firms are unable to determine whether they are
on the list or precisely what corrective actions they should take
in order to regain FDA approval to manufacture devices.

New Regulatory Approach: Performance standards; privatization; 

streamlining/reducing regulatory burden by tailoring regulation 
to risk; place greater reliance on industry certifications for 
exports; exempt certain low risk devices from premarket approval. 

Proposed Solution: Expedite market access and export of devices 

by fitting requirements to risk and working with the industry by: 
1. Initiating a pilot study for 3rd party review of

certain device applications by private organizations;

2. Waiving FDA review of export requests tor devices that
are approved for investigational use in the United
States;

3. Exempting over 140 device categories from premarket
review;

= 

Processing a manufacturer's penaing appl:cat:ons t�at
are unrelaLed to the manufacturer's GMP o�oblems while
making the GMP failure list available 10· indl..:stry; -=.nd

Requesting author:zaticn for device user :ees; :hese
fees would be dedicated to increasing FDA resources for
reviewing device applications and premark�t
notifications [This proposal is 1n he rcns1aent's :996
budget 1



Pros and Cons: 

Pro: 

Coos: 

Addresses major concerns of the device :�dusc::-y; 

Increases the Agency's efficiency i11 regulating 
devices; 

Once the review process is streaml1ned, �ser :ees 
will ensure adequate resources for efficient 
review; and 

Provides therapies to patients mor� quic�ly ccth 
in the United States and abroad. 

Provides industry more information �o determl!:.: 
what corrective actions are necessary to comply 
with GMP's; 

Pilot study of external review would prov1de 
important information on whether tnird party 
review should be adopted for certain devices; 

U.S. industries could compete more effect1veiy 1n 
foreign markets; 

User fees for review would add FTEs (albeit paid 

by industry) ; 

Previous industry support for user fees shifting 
toward privatization; 

Slight risk that exported devices and exempted 
devices may cause harm or present more risk than 
anticipated; 

Recognition of potential problems may be delayed 
in exempted devices. 

Alternatives Not Recommended (And Why): 

1. Relying on private organizations, cerc1�:ed by FDA, :or
review of device applications l could r-esul t :.::
marketi�g of �nsafe devices and reduc� ��blic
confidence 1 r: dev 1.ce products) I Pilot ;:coq ram wi 1:..
address this alternative.);

2. Phase-1� t�ird party private sector :.�v:-w bodies -�
conduct premarket approvals and inspec::: :."'ns s:::arti!:.�
with l�wer risk devices. (Need Pxperiencc with pilot
program :::o determine appropriateness '"': -"xoanded t:-:.:.:d
party ::-ev1ewl ;



3 .

4 .

Regulatory Impact:

Changes in existing devices cut from 7 months to 3 
months;

Approval times for new devices cut from 27 months 
to 6 months for 1st decision, 12 months of Agency­
time for final approval;

Permitting self - certification of exports to countries 
where the exported product is already approved. Could 
also increase penalties for export of unsafe devices to 
address concerns of "dumping"; and

Exempting more device categories (many devices require 
some agency review to determine what controls are 
appropriate for the use of the device).



CROSS-CUTTING

The Problem:

For

Pros and Cons:

Pro:

Con: None apparent.

Regulatory Impact:

(Categorical Exemptions from Requirements of National 
Environmental Policy Act)

Regulatory Approach: Administratively exclude product approvals 

from EA requirements; reduce burden.

Saves government resources expended on reviewing 
these EAs.

Eliminates requirements that have little real 

impact on the environment; and

Saves resources to focus on those actions that do 
have environmental impacts.

The National Environmental Policy Act (NEPA) 
requires all Federal agencies to assess the environmental impact 
of their actions. Before a drug, biologic, food additive, or 
animal drug is approved for marketing, FDA currently requires the 
company manufacturing the product to conduct an environmental 
assessment (EA). Hundreds of EAs are done each year, at a cost 
of $40,000-150,000 per EA. FDA almost always finds no 
significant impact; thus the EAs are not believed necessary in 
the context of these product approvals.

Reduces burden on industry by saving $10- million 
in annual costs to carry out EAs;

Proposed Solution: In consultation with the Council on

Environmental Quality, the FDA would reclassify product approvals 
with de minimis environmental effects as actions that normally 
are not subject to environmental review requirements.
example, it is known that human excretion of a drug's residues 
into the environment through public sewers poses no environmental 
impact.

Alternatives Not Recommended (and Why): Have FDA staff do the

EIAs, thus relieving the burden on regulated industry
'insufficient resources, inadequate data to conduct assessments).



rhe Problem:

New Regulatory Approach: Modernize, utilize latest technology

Pros and Cons:

Pro: Prepares FDA-industry relations for 21st century.

Con:

Alternatives Not Recommended (and Why):

1) Retain current system (outmoded. inefficient.)

2)

FDA. !
medical devices,

CROSS-CUTTING

(FDA Submission. Tracking, and Communication of Information)

Impose a strict FDA requirement to use computerized 
applications in a specified manner (could be viewed as 
burdensome)

It is estimated that increased use of 

technology con reduce drug development time 
Annual savings to the industry could be

Allow computerization to occur at its own pace 
(substantial inertia, need for leadership)

Regulatory Impact:
information
considerably. 
approximately $50 million.

FDA receives hundreds of applications for approvals 
of new products each year, particularly from drug and biologies 
firms. Those applications frequently comprise thousands of pages 
of detailed scientific information. The enormous documents 
require substantial space for storage, pose difficulty in 
retrieving information, and waste valuable time in forcing FDA 
medical staff to carry out analyses of findings in the data. 
There is a need to permit companies to submit applications 
electronically and to communicate questions and answers with FDA 
electronically; and for FDA to utilize electronic tracking and 
analysis in reviewing the data.

Proposed Solution: Embark on a program to expand and standardize 

the use of information systems in support of the product review 
process. This would include developing a system for the 
electronic receipt, processing, tracking and archiving of all 
documents; provide the capability to analyze and sort complex 
data rapidly; and enhance communications between industry and 
FDA. System would begin with drug regulation, expand later to 

, food additive, and other products.

Some, although modest, initial costs for 
transition.



CROSS-CUTTING

(Harmonization of Standards)

The Problem:

Pros and Cons:

Pro: Improves U.S. position internationally; and

Encourages trade among nations.

Con:

Alternatives Not Recommended (and Why):

1)

2)

Regulatory Impact:

Improved quality/safety of imported goods;

Some initial FDA costs to seek/reach agreements 

with foreign governments.

Burden reduction for industry; and
Savings to FDA in regulatory costs.

Establish reciprocity of product approvals with certain 
foreign countries (many countries have insufficient 
protections, U.S. citizens would oppose accenting 
decisions made by some, if not all, foreign nations)

Adopt certain foreign standards already in place such 
as the CE mark accepted by the European Community or 
standards in countries that have comparable levels of 
health and safety standards.

Various countries have differing requirements for 

approval of new drugs, biologies, medical devices, food 
additives, and animal drugs. This results in multiple tests on 
animals and drugs and different applications for marketing 
approval. There is a substantial need to harmonize standards 
wherever possible while retaining basic safety protections.

New Regulatory Approach: Common international standards

Enhanced exports of U.S. goods;

Proposed Solution: Work jointly with other countries, particularly

NAFTA partners, the European Community, and Japan to harmonize 
testing and product development standards with those of the U.S. 
Work has already begun on drug development and should be 
continued in that area and expanded to other areas of FDA 
regulation.



OTHER PROPOSALS FOR REFORl\11 'G FDA 

DRUGS & BIOLOGIC 

The following opt1c�s can all te cons1dereo 
subcategories of d=�g approval ,pp1icac:ons: 

cer;:,; 111

FDA contract.ir:g ouc ::o pr1vaLe organizat.::.ons ;..!1� 1·�·::.ew of 
new drug appi:�ar.ions. 

Allow drug mam::acr.urers to gain premarket:. approval · hrough 
"certificatio�" hat their drugs are sate and ��fect:.ve from 
a third-part.y sc.anoards setting organizat:on; nanu:accurer 
pays for the cerc.itication. 

Allow drug rr.anufacn:rers Lo ''self - certify" thaL che1:. drugs 
are safe and effective, market the drugs without:. FDA 
approval, then rely on FDA to find unsafe drugs and :.emove 
them from the �arkec. 

Relaxing the "efficacy standard" for drug approval. i.e., 
requiring less evidence of a drug's effectiveness than c�rrently. 

_unrestricted access co experiment.al drugs, via a dual syst.em. 
Drug company could:, go through Lhe current. �DA approva: process 
co test drugs 1n h�"':'lans, or 2) allow use of experiment.al drugs 
wit.h a warning t.o pnysic1ans and pat.ient.s that. the orugs nave not: 
yet been approved jy FDA when t.he risks are either low o= the 
potential benefits cut.weigh Lhe risks. 

Reduce regulation ct "off-label" uses for drugs; FDA wou1d 
approve a drug for :.cs (irst: indication, addic.ional indications 
could be promoted cy manufacturers in advance of FDA app=oval. 
Manufacturers wou:c st.ill be subject to the requirements -hat the 
labeling cannot be :alse or misleading, ... hus -he full d :sclosure 
rhat. the indicac.ic� :s �oc approved would he -0 au1reo. 

Revoke Lhe b:olog::.::s �o:.::on o:: .:he Pubi1c Hea:tti :;�1v1.:� Act., 
thereby regu1aci::.9 ::.10L1..cn druqs and vaccines as t 1·,"ldit::. nal 
drugs, and elim1na::.:.g :·equitr.>menc. for establ:shmc>nt 1:cl--?1Sing. 



MEDICAL DEVICES 

Exempt more devices (rom fDA review. based on assumption �hat 
· hey are low-r1sk

Adopt the European system for reviewing changes in devices 
already marketed, i.e., allow companies to get "certification" 
from a private organization Lhat their devices' modifications are 
safe, then present those certifications to the FDA as proof of 
safety (without any FDA review). FDA would then monitor the 
devices on the market for satety. 

Contract out reviews OL �ew medical devices with private 
organizations. 

Legislation protect1ng b.:.omaterial suppliers to medical 
manufacturers with i.iabil.:.::y protection if the device harms a 
patient. 

Accept European CE mark :n iieu of FDA approval. 

Pose market reporting and surveillance should be streamlined to 
focus on devices posing significant harm. 

CROSSCUTTING 

Reciprocity of approvals of drugs, biologics, devices and food 
additives with foreign countries, i.e., when another 
industrialized country with review programs and comparable rigor 
approves a product, approval would be automatic in this country. 

Unrestricted export ot �napproved drugs, biologicals, and devices 
to countries that have already given the products their approval. 

Creating one gover:-unent-·,11de ".:.nspection service" ,.;nder •..Jhich 
most government inspect:ons would be carried out (e.g., a firm 
would get a visit from cne inspector, who would inspect for 
food/drug, envirorunencal, worker safety, and other violations). 



Ideas for Regulatory Relief Events

Simplify Billing and Payment for Providers and Consumers1.

Eliminate Burdensome Process Requirements for providers2.

Other possibilities:

1.

2.

3. Fraud and Abuse activities

CLIA — more controversy because of conflicting provider, consumer and Hill 
concerns

Provide Uniform Identification Numbers to all providers in Federal health 
programs. (HCFA has begun work. No public statement yet.)

Simplify the "Important Message from Medicare" — simplify the content and 
way it is distributed. (Work has begun. No public statement yet.)

Implement the Medicare Transaction System — uniform, national system for 
processing Medicare claims to replace the 14 different claims processing 
systems operated by 79 insurance companies at 62 sites. (GTE was awarded 
design contract in January 1994; implementation will begin in 1997.)

• / Change conditions of participation to make them more outcomes-based, less 
process-oriented. (These are being developed for hospitals and ESRDs. 
HCFA is prepared to begin developing similar standards for home health 
agencies. No public statement yet.)

• Eliminate Physician Attestation Requirement. (No action taken yet by 
HCFA.)

Physician Review Organizations (PROs) — HHS unwilling to go as far as many 
providers would like (i.e., eliminate completely). We will work with Gleason on 
this.

Improve and simplify communications with beneficiaries — create one, easy 
to understand, monthly statement. (Work has begun. No public statement 
yet.)
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"5'202 401 7321 HHS ASPE/HP 

Change in Federal Payments to States Under Medicaid Capped Payments 
Capped Payments at 5%: 1996 • 2002 

(Dollars in millions, fiscal years) 

Range: Reductions (·) or Increases (+) in Federal Grant 

us 

necticut 
aware 
trict of Columbia 
rida 

Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 

assachusetts 
Michigan 
Minnesota 

issouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 

hio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 

Vermont 
Virginia 

ashington 
est Virginia 
Iscons1n 
oming 

(192,580) 

(2,293) 
(375) 

(2,164) 
(1,449) 

(21,646) 
(1,841) 
(3,258) 
(414} 

(1,037) 
(8,008) 
(4,482) 
(651) 
(445) 

(7,339) 
(3,674) 
(1,496) 
(1,208) 
(2,468) 
(5,117) 
(1,208) 
(3,315) 
(5,881) 
(6,554) 
(3.425) 
(1,800) 
(3,373) 
(446) 
(851) 
(529) 
(856) 

(6,130) 
(913) 

(31,123) 
(4,602) 
(352) 

(7,659) 
(1,364) 
(1,648) 
(9,230) 
(1,027) 
(2,658) 
(408) 

(4,413) 
(11,394) 

(717) 
(378) 

(2,605) 
(3,626) 
(1,552) 
(2,964) 
(214) 

a 
State Projected Rates (93-96)· 

(192,580) 

(768) 
187 

(3,012) 
(241) 

(6,915) 
609 

(4,182) 
(710) 
(794) 

(14,572) 
(6,142) 
(1,002) 
(401) 

(4,490) 
1,516 

(1,176) 
952 

(163) 
(124) 
(374) 

(5,746) 
(3,531) 
(5,304) 
(4,528) 
(1,404} 
(1,913) 
(170) 

(1,011) 
78 

(1,072) 
1.700 
(1,524) 

(77,036) 
{8,129) 

(7) 
(7.403) 

103 
(4,444) 

709 
468 
19 

(485) 
(2.495) 

(19,398) 
(726) 
(196) 

(1,528) 
(4,092) 
(348) 

(1,127) 
(236) 

Base ye.Jr. Stats projected FY 95 federal expenditures. Assumes capped payments etrect,ve FY 1996 

·Baseline expenditures �re 3djustad ro sum 10 CBO total reduclJorn;. 

DRAFT PRELIMINARY 

�0021002 
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20052004200320022001200019991998199719961995

Sources of Funds
50.820.26.76.86.45.35.35.45.45.43.90.00.01/Tobacco Tax (phascd-in)
31.412.34.64.23.83.53.22.92.62.62.71.40.02/Medicare Receipt Proposals

1.90.70.20.20.20.20.20.20.20.20.10.00.03/Indirect Effects on Receipts
115.927.123.520.317.514.812.59.77.35.44.00.80.04/Medicare Savings
35.98.97.06.25.44.63.83.12.41.71.10.60.05/Medicaid DSH Freeze

0.50.00.10.10.10.10.10.00.00.00.00.00.06/Medicaid Offset
33.417.9 21.3 25.! 28.50.0 2.8 11.9 15.3

Total Sources of Funds:

Uses of Funds

100.836.714.513.612.812.011.310.610.09.46.80.00.07,8,9/

2.01.00.20.20.20.20.20.20.20.20.20.20.011/Public Health Servicc/FQHC Expansion
1.50.50.30.20.20.20.20.10.10.10.10.10.012/FQHC Expansion Effect on Medicare/Medicaid

15.46.22.01.91.81.81.71.61.61.51.50.00.013/Long-term Care Program
9.23.01.51.41.21.11.00.90.80.60.50.20014/Long-term Care Tax Changes

7.53.53.23.02.72.42.22.01.40.90.50.515/Self-employed Tax Deduction Phased to 100%
151.254.917.916.7 19.210.0 15.613.2 14.60.516/Total Uses of Funds:

■ -lU .85,.-20.2
■MM

3.8
3.0

5.2
4.2

5.5
5.1

6.5
7.1

6.8
7.7

5.3
4.6

0.0
0.0

5.9
6.1

6.1
6.6

19.8
16.9

50.7
50.1

Kids Program (133% - 240%) +
Temporarily Unemployed (100% - 240%)

0.0
0.0

Possible Sources and Uses of Funds - Package One (Phased-in Tobacco Tax)
Fiscal Years, Billions of Dollars

5.7
5.6

-17.3

Subsidies for Kids (net of kids in TU Program) 
Subsidies for Temporarily Unemployed Families 10/

-2.1 -S 40.5 -1.9 -L9

02/IM 1252
PACMHRC WBI

16/Impact on Deficit:

—

0.9

5-year Total 10-year Total
1996-2000 1996-2005

-14.3

42.2 69.2 236.3

20.5 22.0

22.3



fDRAFT
Footnotes for Package One - Phased-in Tobacco Tax

be indicated in negative numbers as reductions in outlays.

Similarly, the cost of the self-employed tax deduction would be indicated in negative numbers as a revenue loss. Increased receipts

1/1/97 increased to $0.60 and to $0.73 on 1/1/2003.on
1/

Includes income-:2/

3/
assumptions. Includes on-budget effects only. Estimates from Treasury.

4/

5/

6/

7/
revenues.

February 18, 1995 (1:40pm)

Estimates from HCFA/OACT.

Includes 25% behavioral offset. Estimate from HCFA/OACT.

;  related Part B premium and extension of HI tax to all state and local employees. Includes effects on Part B 

takeup and utilization of services. Estimates from HCFA/OACT and Treasury.

Medicaid offset reflects savings to Medicaid as a result of Part B savings. Estimates from HCFA/OACT.

These estimates assume some employer or employee dropping of insurance, which would result in small, increased tax

All estimates are preliminary. Totals may not add due to rounding.

While both Sources and Uses of Funds appear in this table as positive numbers, in the budget. Medicare and Medica.d savings would

would be shown in positive numbers.

Administrative costs have not been estimated.

Increases by $0.49 per pack from today's $0.24 level. Specifically, 

Estimate from Treasury.

Indirect effects on receipts of the kids subsidy. Subsidies for unemployed cause a negligible effect on receipts under standard



8/

,1

9/

10/

Estimate from HHS/PHS.11/

12/

13/

14/

15/

16/

February 18, 1995 (1:40pm)

subsidies based on monthly cash income. Basing eligibility on annual cash income would reduce costs and coverage.

Subsidies to unemployed individuals will have an indirect effect on the unemployment insurance (UI) program. Such an
indirect effect is estimated to increase the cost of the UI program by approximately $2 billion over five years and $3 billion 

over ten years (net of offsetting UI receipts).

50% in 1996; 75% in 1997; and 100% in 1998 and thereafter.

Five and ten year totals include $0.5 billion cost for self-employed tax deduction in FY 1995.

Also assumes that kids and families with access to employer contributions of 50% or more are ineligible for subsidies. 
Assumes 100% ESI takeup for unemployed program. Assumes durational effects on health insurance subsidies.

Assumes that unemployed compensation is included in income determinations for unemployed program. Eligibility for kids'

Estimate from HCFA/OACT.

Grant program to states to expand home & community-based services for disabled individuals. Estimate from HHS/ASPE.

Includes long-term care insurance tax incentives, personal assistance services tax credits, and accelerated death benefit 

changes. Estimates from Treasury.

Five and ten year totals include $0.5 billion cost for self-employed tax deduction in FY 1995. Assumes that self-employed 
must provide health coverage to their employees in order to claim a deduction in excess of 25%. Phase-in: 25% in 1994/95;
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20052003 2004200220011999 20001998199719961995

Sources of Funds

31.412.34.64.23.83.53.22.92.62.62.71.40.01/Medicare Receipt Proposals
1.90.70.20.20.20.20.20.20.20.20.10.00.02/Indirect Effects on Receipts

115.927.123.520.317.514.812.59.77.35.44.00.80.03/Medicare Savings
35.98.97.06.25.44.63.83.12.41.71.10.60.04/Medicaid DSH Freeze

0.50.00.10.10.10.10.10.00.00.00.00.00.05/Medicaid Offset
49.0 185.635.427.0 31.019.8 23.215.99.9 12.5

Uses of Funds

100.836.714.513.612.812.011.310.610.09.46.80.00.06.7,8,/

2.01.00.20.20.2 0 20.20.20.20.20.20.20.010/
1.50.50.30.20.20.20.20.10.10.10.10.10.011/

15.46.22.01.91.81.81.71.61.61.51.50.00.012/Long-term Care Program
9.23.01.51.41.2111.00.90.80.5 0.60.20.013/Long-term Care Tax Changes

22.37.53.53.23.02.72.42.22.00.9 1.40.50.5Self-employed Tax Deduction Phased to 100% 14/

22.0 549 151.217.9 19.2 •20.515.6 16.714.613.20.5 0.9 10.015/Total Uses of Funds:

-0.33.3Impact on Deficit:

5.9
6.1

6.1
6.6

3.8
3.0

6.5
7.1

5.3
4.6

5.5
5.1

5.7
5.6

50.7
50.10.0

0.0
0.0
0.0

5.2
4.2

6.8
7.7

19.8
16.9

Possible Sources and Uses of founds - Package Three (No Tobacco 1 ax)
Fiscal Years. Billions of Dollars

Kids Program (133% - 240%) +
Temporarily Unemployed (100% - 240%)

Subsidies for Kids (net of kids in TU Program) 
Subsidies for Temporarily Unemployed Families 9/

10.5 -13.5 5.8

5-year Total 10-year Total
1996-2000 1996-2005

-34.4

02/IX 12 51
PACK4IIRC Will

2.8

Public Health Servicc/FQHC Expansion

FQHC Expansion Effect on Medicare/Medicaid

15/ 0.5 -1-9 2.02.0 3.3 2.1
• •

-3.1 -5.3 -7.8
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Footnotes for Package Three - No Tobacco Tax

All estimates are preliminary. Totals may not add due to rounding.

While both Sources and Uses of Funds appear in this table as positive numbers, in the budget, Medicare and Medicaid savings would

be indicated in negative numbers as reductions in outlays.

Similarly, the cost of the self-employed tax deduction would be indicated in negative numbers as a revenue loss. Increased receipts

1/

2/

3/

4/

5/

6/

Also7/

February 18, 1995 (1:40pm)

Estimates from HCFA/OACT.

Includes 25% behavioral offset. Estimate from HCFA/OACT.

Includes income-related Part B premium and extension of HI tax to all slate and local employees. Includes effects on Part B 

takeup and utilization of services. Estimates from HCFA/OACT and Treasury.

Indirect effects on receipts of the kids subsidy. Subsidies for unemployed cause a negligible effect on receipts under standard 

assumptions. Includes on-budget effects only. Estimates from Treasury.

would be shown in positive numbers.

Administrative costs have not been estimated.

Medicaid offset reflects savings to Medicaid as a result of Part B savings. Estimates from HCFA/OACT.

These estimates assume some employer or employee dropping of insurance, which would result in small, increased tax 

revenues.

Also assumes that kids and families with access to employer contributions of 50% or more are ineligible for subsidies. 
Assumes 100% ESI takeup for unemployed program. Assumes durational effects on health insurance subsidies.
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8/

9/

Estimate from HHS/PHS.10/

Estimate from HCFA/OACT.11/

12/

13/
changes. Estimates from Treasury.

Five and ten year totals include $0.5 billion cost for self-employed tax deduction in FY 1995. Assumes that self-employed
14/

15/

February 18, 1995 (1:40pm)

Grant program to states to expand home & community-based services for disabled individuals. Estimate from HHS/ASPE.

Includes long-term care insurance tax incentives, personal assistance services tax credits, and accelerated death benefit 

Assumes that unemployed compensation is included in income determinations for the unemployed program. Eligibility for 
kids' subsidies based on monthly cash income. Basing eligibility on annual cash income would reduce costs and coverage.

Subsidies to unemployed individuals will have an indirect effect on the unemployment insurance (UI) program. Such an 
indirect effect is estimated to increase the cost of the UI program by approximately $2 billion over five years and $3 billion 

over ten years (net of offsetting UI receipts).

must provide'health coverage to their employees in order to claim a deduction in excess of 25%. Phase-in: 25% in 1994/95; 

50% in 1996; 75% in 1997; and 100% in 1998 and thereafter.

Five and ten year totals include $0.5 billion cost for self-employed tax deduction in FY 1995.
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NOTE TO HILLARY RODHAM CLINTON

FROM:

HCFA's Actions to Combat Medicare Fraud and AbuseSUBJECT:

Senator Harkin's ConcernsI.

►

►

Bruce Viadeck
Administrator

As you know. Senator Harkin is interested in the appropriateness 
of Medicare payment for certain items and services such as, 
oxygen, surgical dressings, and ambulance services.

Senator Harkin also raised concerns about the possibility of 
inappropriate payments being made for surgical dressings. 
Based on substantial comments from beneficiaries and the 
industry, we recently modified our coverage policy for 
surgical dressings so that beneficiaries receive the items 
they need. Medicare will now pay for dressings used not 
only for surgical wounds but also for bed sores and other

Chris Jennings has asked me to write to you with respect to our 
activities designed to combat fraud and abuse in the Medicare 
program. As you know, some key members on the Hill are very 
interested in this issue. This memo outlines the administrative 
and legislative proposals to address this serious problem.

Senator Harkin maintains that Medicare's payment for oxygen 
is inappropriately high by comparison to that of other 
payors. We agree. Unfortunately, we are not allowed by law 
to change our price for oxygen except by using a lengthy and 
administratively cumbersome authority called "inherent 
reasonableness." In response to the Senator, HCFA has set 
the inherent reasonableness authority process in motion to 
change our price. The process reguires us to gather data on 
payment rates of other payors, such as private insurance 
companies and the VA, and to then go through full notice and 
comment rule-making. Because of the detailed statutory 
requirements of this process, we expect two years will be 
necessary to arrive at a new payment methodology for oxygen.

Because of the time that it takes to publish a regulation, 
we think it is important to submit to this Congress a 
legislative proposal to simplify our inherent reasonableness 
authority. Such a change would streamline the unnecessarily 
cumbersome process for achieving the best prices available 
for durable medical equipment. We estimate that potential 
savings would be less than $100 million over five years.

The Administrator
Washington, D.C. 20201
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II. Additional Efforts to Control Fraud and Abuse
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decubitus ulcers. With this change in policy has come the 
potential for abuse. The regional durable medical eguipment 
carriers are minimizing the abuse by incorporating specific 
computer edits for surgical dressings into their claims 
processing systems. When overuse occurs, carriers are able 
to more fully examine the claims and deny them when 
inappropriate. Because of this electronic claims screening, 
the number of surgical dressing claims has decreased 
dramatically since the change in our coverage policy but at 
the same time, beneficiaries are receiving the needed 
dressings.

HCFA is increasingly applying state-of-the-art techniques in 
analyzing our claims data to detect aberrant patterns that 
might reveal fraudulent behavior. To further improve HCFA's 
ability to screen Medicare claims for errors and fraud, the 
Medicare Transaction System, will standardize Medicare 
claims processing in a single, fully-automated system. In 
January of 1994, GTE was awarded the design contract which 
will take several years to complete. The system will be 
phased-in in 1997 and will be fully implemented in 1999.

The growth of the Medicare and Medicaid programs has been 
unfortunately accompanied by an overall increase in instances of 
health care fraud and program abuse. We have taken a very 
aggressive stance to protect Medicare and our beneficiaries from 
fraudulent activities by identifying and preventing such 
activities before prosecution of the bad actors becomes 
necessary. I have recently hired a Senior Advisor on Fraud and 
Abuse to spearhead our efforts and to liaison with the States and 
the enforcement agencies.

At present. Medicare pays for ambulance services based on 
the type of equipment used. Thus, we pay for trips using 
advanced life support (ALS) equipment even when not required 
by the patient's condition. While we do not dispute the 
value of ALS services when needed, we must revise our 
regulations to change our payment policy and thus to provide 
a strong incentive to curb excessive ALS billings when these 
services are not medically necessary. We are now developing 
a new regulation with industry input that will address this 
concern by basing ambulance payment on the patient's 
condition. We expect that the publication of the Notice of 
Proposed Rulemaking to be the Spring of 1996. Due to the 
public comment and review process, the regulation will not 
be in final form before 1997.

To better monitor fraud and abuse in a particularly 
problematic area, HCFA has changed the way durable medical 
equipment claims are handled. Suppliers no longer can game
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the system by sending claims to the carrier that paid the 
highest amount or subjected them to the least scrutiny. 
They must now bill the regional carrier that services the 
area where the beneficiary lives.

HCFA is also expanding and strengthening efforts to root out 
fraud and abuse and to vigorously pursue those who commit 
such illegal activities. HCFA has strengthened
relationships not only with the DHHS Office of the Inspector 
General, but also with the Department of Justice (including 
the FBI), State and local law enforcement agencies, and our 
contractors. Furthermore, we are increasingly exercising 
our authority to suspend payments to suppliers or providers 
when we discover reliable evidence of fraud.

HCFA uses several systems to ensure that payments are 
appropriate. For example, claims processing contractors 
examine the reasonableness of the costs incurred by 
providers and disallow costs that are unreasonable or are 
not related to the Medicare program. In addition, medical 
review units of each contractor analyze claims data, to 
identify providers with aberrant billing and utilization 
practices and, to intervene where appropriate.

To address widespread fraud in South Florida, HCFA has 
formed a special fraud and abuse work group to concentrate 
on this region, involving HCFA regional staff, our Medicare 
contractors, and the State Medicaid agency. This group 
works closely with a law enforcement task force made up of 
Federal, State, and local law enforcement officials and the 
U.S. Attorney's office. The effort has achieved extremely 
productive and apparently unprecedented degrees of 
coordination among the various agencies. The work group 
will report in March on innovative policy and procedural 
changes that HCFA can implement quickly to prevent fraud and 
recommend longer-range changes.

While most of our initiatives have been implemented under current 
law, others may require legislative action. HCFA and the DHHS 
Inspector General have developed two innovative legislative 
proposals which Secretary Shalala and Director Rivlin have agreed 
will be included in the next "reinventing government" bill.

HCFA has provided funding to 22 of our claims processing 
contractors to hire Medicare Fraud and Abuse Information 
Coordinators. These coordinators identify new forms of 
fraudulent activity. They then alert each other and their 
partners, such as HCFA, Federal and State law enforcement 
agencies, provider and beneficiary organizations, Medicaid 
State agencies, and Medicare contractors.
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The Benefit Quality Assurance Program will strengthen our 
existing medical and utilization review activities, 
coordination of benefits with other insurers, auditing of 
provider cost reports, and other anti-fraud and abuse 
activities.

These proposals would create the Benefit Quality Assurance 
Program and the Fraud and Abuse Control Fund. Using funds 
recovered from anti-fraud and abuse activities, these programs 
would permit investment in new activities to combat fraud and 
abuse. While not scored by CBO, we believe that this proposal 
will generate an 8 to 1 return.

The Fraud and Abuse Control fund is similar to that 
envisioned in the President's Health Security Act. 
fund would receive and retain civil monetary penalties, 
assessment amounts, and restitution payments. Money from 
this fund would be available to the Office of the Inspector 
General and to HCFA to carry out subsequent fraud and abuse 
enforcement responsibilities.

We welcome your advice on how to best publicize these anti-fraud 
efforts and to ensure that the administration gets the credit it 
deserves. Please let us know how we can best assist you. We 
think that working together on the mammography initiative has 
given the issue a new level of public attention. We would like 
to build on our relationship and look forward to working with 
Chris Jennings if you have further interest.
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THE WHIT£ HOUSE 

Office of the Press secretary 

For Immeaiate Release 

EXECUTIVE: ORDER 

January 18, 1994 

ADVISORY COMMITTEE ON HUMAN RADIATION EXPERlMENTS 

&y the authority vested in me a• Pre•ident by the 
Constitut.ion and the law• of the United States of America. 
it is hereby ordered•• follows: 

sec;ion l,. Ea;ablishmen;. (a) There shall be e•tablished
an Advisory Committee on Human Radiation Experiment.s Cthe 
"Advisory Committee" or •committee"). Th• A�vi.sory Committee 
shall be· composed of not more than 1s members to be appointed 
or designated by the Pre■ident. The Advi�ory Committee shall 
comply with the Federal Advisory committee Act, a■ amended, 
s u.si.c. App. 2. 

(b> The Pre■ident shall designate a �ha�rpe��on from among 
the members of the Advi■ory Committee. 

�- �- t\,lnctions. Ca> There ha• been eatabliahed a 
Human Radia�ion Interagency Working Group, the members of which 
include the secretary of Energy, :h• Secretary of Defense, 
the Secretary ot Health and Human Services, the secretary of 
Veterans Affairs, the Attorney General. the Adminis·trator of 
the National Aeronautics and Space Administration, the Oirector 
of Central Intelligence, and the Directo� of the Office of 
�ana�ement and Budget. Aa set forth in paragrap� (b) of this 
section. the Advisory Committee shall provide to t.he Human 
Radiation Interagency Working Group advice and recommendations 
o:-i t.h• ethical and scient.i!ie standards applicable to human 
radiation experiments carried out or sponsored by the 
United St.ates Government. As uaed herein. "human radiation 
experiments• means: 

ll) experiment• on individual• involving intentional
exposure to ionizing radiation. This category does
not include cofflftlon and roucine clinical practices.
such aa established diagnosis and treatment methods,
involving incidental exposures to ionizing radiacion;

(21 experiments in'lolving incen�ional environmencal 
releases of radiation th•� ·tA) were designed to 
test human health effects c� ionizing radiation; or 
(B) were designed co cest :�e extent of human exposure

to ionizing radiation.

Consi.tent with the provision5 set forth in paragraph (b) of 
�his sec�ion. the Advisory Committee shall also provide advice, 
!�!erma�io�, and recommenciat!ons e� :�e f:!low�r.g experiments:

more 

�003 
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n Subjects IAS u.r.r.. ho/, w«...r-------------
further inquiry into experiments is warrantee!.

(A) there was a clear medical or scientific purpose for the 
experiments; (B) appropriate medical follow-up was conducted; 
and (C) the experiments' design and administration adequate y

and scientific standards, including standards of

detailed review of experiments and associated records to

(3)
were subjects or a numan iduiauAvu • -- ------ -
descendants, the Advisory Committee may recommend to the Human

info^edeconsent7*that prevailed at the time of the experiments 

and that exist today.

The Advisory Committee shall evaluate the extent
j were consistent with 

ethical and scientific standards as determined by

(2) '
to which human radiation experiments

deemed neeee.ary for suoh an aasesemenc. '!!e__Commi«ee^ay_earry

out a I-------
the extent permitted by law.

If required to protect

December 1949 at the Hanford Reservation in Richland, 

Washington;
(2) two radiation warfare field experiments conducted 
at the AEC’s Oak Ridge office in 1948 involving 
radiation released from non-bomb point sources at or 
near ground level;

(3) six tests conducted during 1949-1952 of radiation 
warfare ballistic dispersal devices containing 
radioactive agents at the U.S. Army's Dugway, Utah, 

site;
(4) four atmospheric radiation-tracking tests in 1950 
at Los Alamos, New Mexico; and

(5) any other similar experiment that may 
identified by the Human Radiation Interagency Working 

Group.
The Advisory Committee shall review experiments conducted from 
•144 to May 30, 1974. Human radiation experiments undertaken 1‘ ’• May 30, 1974, the date of issuance of the Department of

Education, and Welfare ("DHEW") Regulations for the 
Protection of Human Subjects (45 c;^^‘ ifl' may be sampled to 

determine whether i-**.^-* —* _ _ Maw in wa
Further inquiry into experiments conducted after May 30, 1974, 
may be pursued if the Advisory Committee determines, with the 
concurrence of the Human Radiation Interagency working Group, 
that such inquiry is warranted.

(b) (1) The Advisory Committee shall determine the ethical 
and scientific standards and criteria by whlch
human radiation experiments, as set forth in paragraph (a) of 
this section. The Advisory Committee shall consider unethe.

(3) If required to protect the health of individuals who 
subjects of a human radiation experiment, or their

Radiation Interagency Working Group that «n agency notify 
particular subjects of an-experiment, or.their descendants, of 
any potential health risk or the need fcr meoica- .ollow-up.
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recommend further policies.

£££. 1.

committee shall be.compensated

avSnabilU? tb.

of

order i. intended only to i^rove ^e internal
of the executive branch aid it is not intended to 
rtrt? benefit, trust, or responsibility, substantive 
■al ^enforceable at law or equity by a party against 
al, enrorc officers, or any person-its officers, or any person-

WILLIAM J. CLINTON

#

shall, to the extent permitted by law,
& i51C"

rui Members of the Advisory Committee snaxi(b) M®^b . . ruderal law. Committee members may be

xrnt^." £1?. s^oi-svo,).

# #

j shall terminate 30 days after 
the Human Radiation interagency

(4) '----------------- .
as needed, to ensure compliance
scientific standards f-

(5) The Advisory Committee ^y_«r*y^out
functions as the Human Raoiation .
from time to time request.

Sec, 2. administration.
departments and agencies u-----

THE WHITE HOUSE.
January 15, 1994.

provisiona. (a) Notwithstanding the 
osher Bxecutiv. order ths functions of^t .

The Advisory Committee may recommena xwuu«4 r--.. 
*1.”. compliance with recommended ethical and 

for human radiation experiments.

____ 2"3 such additional
Interagency Working Group may

02/21/95

subsistence, to the extent c 5701-5707) .
intermittently in the government service (5 U.S.C. svoi

n=«ss^f« tS: pirforSnc. of it. function..

i-, ^™LrrTx^ o^r.^SoMh. 

provisions of any °c^dewl AdJisory Committee Act that are 
President under the except that of reporting
applicable c? ^he Advisory itby €he Human
annually to_the_Conyr«„;|(ino in aecoxdBn<:. with tha _

Sidelines’and procedures----------
General services.

(b) The Advisory Committee
submitting its final report to t
Working Group.

(c) This
management <
create any :
or procedural, ---------
the'United States, its agencies,

(a) The heads of executive

with such information as it may




