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THE WHITE HOUSE
WASHINGTON

August 25, 1994

g4 AUG 25 P6: 54

\
MEMORANDUM FOR TRE~PREcMDENT
A~

FROM: Alexi erman

RE: Hea Care Reform Legislation

Per your request, on Monday, August 22, when you met
with the CEOs who support universal coverage

(the Letitia Chambers Group), you asked for a memo
from Letitia reviewing the issue of streamlining
health care that is the actuarial equivalent under
the Federal Employees Haalth Benefit Act.

Please see the attached.

cc: Hon. Leon Panetta
cc: Hon. Harold Ickes

Attachment

AMH : RGM
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1625 K Street, N.W.
Suite 200

|. Washington, D.C. 20006
(202) 857-0670
Fax (202) 857-0688

Chambers Associstes Incorporated « Public Pohcy Consultants
e |

August 25, 1994

President William J. Clinton
The White House

1600 Pennsylvania Avenue
Washington, DC 20500

Dear Mr. President:

I enjoyed meeting with you this week along with several CEOs who support universal
coverage. Jim Moody and I have been happy to help advance comprehensive health care
reform legislation as we did earlier for passage of the economic plan.

I am writing, as you requested, to elaborate on the possibility of streamlining health
care reform legislation by defining employer respoasibility as a requirement to provide
coverage that is the actuarial equivalent of coverage offered federal workers under the
Federal Employees Health Benefit Act. '

Discussi

Requiring all employer-pruvidad health plans to offer a legislatively defined benefit
package, which specifies the scope of services and level of cost sharing, would disrupt
existing plan designs for virtually all who now have coverage. There is great diversity in the
curreat marketplace among plan designs. Employers have chosen plans, or tailored them in
the case of the self-insured, to meet the needs and desires of their specific work forces.

Some employers offer health benefit plans which have an actuarial value greater than
the “standard benefit plan” called for by various reform bills, but most of these plans do not
offer every single provision in the reform bills, notwithstanding their greater value. If
legislation requires these firms to offer a—specific mix of benefits, the employer will confront
an unhappy choice between three possibilities: (1) offer such benefits in addition to the
benefits previoualy offered-and pay for them, which would raise the employer’s cost; (2)
offer the mandated mix of benefits but delete others to achieve cost neutrality, which could
xmtateemployea-(m some cases the employer may be prevented fmmdomzuusbythe
provisions of a collective bargaining agreement); or (3) offer such benefits in addition to the
bmcﬁtsprmou:ty-offued and require gmplovesy to pay for the new benefits. (This would
anger employees since they would have to pay for the added benefits as a condition of getting

their previous benefit package).
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These problems will be exacerbated by the provision in some of the bills which
requires identical co-payments for all aexrvices offered. For covered individuals, this again
will result in changes in their out-of-pocket costs, which will go up for some services and
down for others. For the employer, it will limit flexibility of plan design and take away a
valuable tool used to contain costs.

Solution
Thare is a simple solution: legislate the value of the package, not the mix of
benefits.

All employers providing health plans that are at lcast equal to the actuarial value of
the benefits paclage provided by the Blue Cross/Blue Shield Standard Optioa package, as
offered under the Federal Employers Health Benefit Plan in effect in 1994, could be deemed
to be "cextifiad plans”. Employers providingsuchplans should then not be subjected to
extensive new ohligations such as specifically required benefits, uniform contribution and
aggregation rules, which providers they must contract with, and other similar restrictions.
Comparison between plans to determine actuarial equivalency is a comruanly used
methodology, 30 extensive new regulations would not be aseded to implement this standard,

Moving to this actuarial equivalent standard will provide flexibility and more choice
of coverage for employers and employees, cause less disruption of existing plan design, and
facilitate acceptance by the vast majarity who are satisfied with their existing benefit plans.
Plan participants will be assured of high value health care coverage with flexibility to tailor
benefits to needs, and employers will not be burdened by excessive regulations and
requirements.

This appraach will also eliminate the potential for a serious uninteaded consequence
if, as some fear, the broad definitions of required services in the bill-are-interpreted so as to
require gignificant expansions of benefits and cost for those now covered. In the absence of
a mandate for gll employer this would create & disincentive to purchase coverage.

The actuarial equivalence standand also offers a politically attractive compromise.
Variations on actuarial equivalence have beea propoacd by politicans as diverse as Senator
Kennady in his *Minimum Health Benefits for All Workers Act of 1987° (S.1265), House
Minority Leader Michel in the bill he introduced last year, and others, most notably the
recent proposal by the Maingream Coalition.

Other Business Conccins
Employens who currently offer coverage to their work force, and therefore pay for

most health coverage in this country, were very favorable to comprehensive reform in the
beginning. The reasons so many have pulled back is that in the current context they see

requirements that they:
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[ ] expand the benefits they offer (while many employer are not required
to offer anything);

o pay new taxes that are not broad based but targeted oaly to them
(preminm taxes, taxes on high cost or high growth piaas, limiting
deductibility);

) lose multi-state euployer pro@ctian under ERISA, subjecting such
auplayen (0 exteasive regulation by 50 states;
o) face excessive aew regulations affecting plan design,

reporting, and administrative requirements which are unnecessary and
in many cases will-makecost containment more difficult.

At the same time, the provisions they most want to see in the bills are under attack
and may not aurvive. These include:

1) an employer mandate;

2) broad-basd financing (as opposed to new taxes that apply oaly to those
who provide covenge);
3) early retiree provisions and prexcription drugs for Madicare

beneficiaries (which are impurtant to unioas, and aging and coasumer
groupe as well as to large employen.)

The net impact of the Mitchel] bill would increass costs by 10 to 15 perceat for many
large employers.

A new streamlined bill in the Senase could dring large cwployers back to the fold if it
provides an emsployer mandate, tics bencfits to the actuarial value of FEHB, allows multi-
state plans (0 cantiane to opanie uader ERISA, and-eliminates unnscessary regulations, and
if it inences prescription benefits and low iacome subsides with cigarette taxes, no greater
Medicare cuts thaa the Clinton bill, and a mndest-drosd-besed tax.

Again, | sppreciate the oppartunity to meet with you and will be happy to be helpful
in any way possible,

Sincerely,

- e

LC:jvs
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August 24, 1994 4AB LY P2 a8
TO: Mayor Jerry amson of Louisville
RECOMMENDED BY: Marcia Hale A
PURPOSE: To thank Mayor Abramson for his tireless

efforts in support of the crime bill.

BACKGROUND: Mayor Abramson came to Washington on
August 17. He has been working closely
with Senator Ford to gain the support of
other Senators. The Mayor has
personally made over a dozen phone calls
to Congressmen and Senators asking for
their support on the crime bill.

CONTACT PERBOM AND (502)574-3061
TELEPHONE NUMBER: Gladys Smith, Secretary

ACTION?






















































































































