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Requests to attend the health care conference 
that have been turned down as of 1:00 pm Tuesday 2/9/93 

Samuel Depasquali,. M.D. 
480 Pierce Street · 
Kingston, PA 18704 · 
717/288-3558 (w) 

·Jean Golumb 
DES State Chair 
RR2, Box 2251 
Nescopeck, PA 18635 
717/759-8365 
(heard about the conference on the news) 

Charles.E. Davidson, Esq .. I. · 
Vice President of Strategic/·Planning 
General Counsel . 

I 

Managed Care of America, Inc. 
820 Parish Street ;' 
Pittsburgh, PA, 15220 

. I 

Lynn Cooper Breckenmaker. / 
Capital Area Health Care Coalition 
P.O. Box 360 I 
Camp Hill, PA 17001 

1 

717/761-7380; fax 717/763-~779 
(called and requested an invite; La-Verna not familiar with this 
group) j 

Polly Spare 
Voices of Retarded 
210 Hillendale Drive 
Doylestown, PA 18901 
215-348~4059 Fax 215-34~-4D29 

I 

Donald Snow 
Plumbers andPipefitters :Local Union 520 
7193 Joanstowri Road 
Harrisburg, PA 17112 

Charles Davidson 
412-922-2803 

Rocco-and Bob Artenzio 
Continental Medical Sys~ems 

· Frannie Battista · 
PMS 
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structure of the New system 

Health Reform Briefing 1 --March 17, 1993 

This briefing for the President, Vice President and First Lady 
reviewed the structure and the responsibilitie-s of the purchasing 
cooperative in the new system. Key elements of the new system 
including responsibilities for states and the structure of both the 
purchasing cooperative and accountable health plans were giscussed, 
but further specification of structure and standards for operation 
are needed for drafting. Specific issues raised in the discussion 
included: · 

.o Participation in the Purchasing cooperative; Should we 
require all employees to be in the· HIPC or permit 
employees in firms outside ·the HIPC to elect to receive 
their coverage through the.HIPC? Should .firms ~f 500 or 
1000 be required in· the HIPC? .HRC ·favored 'allowing 
anyone to join regardless· of firm size and requiring 
firms of 1000 in the HIPC. 

0 community Rating: Discussion of the need to age-adjust 
the community rat~ and distributional effects of moving 
toward coinmunity rate. It provides some assistance to 
firms with large nunibers of retirees. Open discussion 

.without resolution. . . . 

o Parameters for Ideal ve·rsus Minimum Plan: The President 
asked for two models of health care re-form -- one that· 
sets out the ideal system we_would construct if we were 
building the system from scratch and the. other that sets 
out the minimum we need to do to make this effort worth 
doing. President wanted to know what is the least we 
could do to make a difference. 

o Public Hea-lth: Discussion with President, Vice-President;· 
and HRC about the importance of improving the public 
health infrastructure and being sure that system promotes 
investments in heaith.even if payoff. is in the future. 
President wanted to see a public health component'to the 
plari and raised issue of using base closings to provide 
additional sites for health care services. HRC raised 
issue of how we pay for public health visionand need to 
address this in budget for public health. President said 
we needed to address three federal issues -- federal 
delivery system (DOD, IHS, VA), federally funded local 
centers (CHCs), and federal subsidies (medical schools, 

0 

NHSC). . . 

Global Budget: Nature of the budget and accountability at 
state level was explained. Agreement that state would be 
responsible for keeping spending within budgeti but would 
be given a band within which to operate and mechanisms 
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including retroactive adjustments and taxation of plans 
to accomplish budget control. 

Physician Choice: President noted that first concern of 
American people is losing health insurance and second is 
losing choice of physicians. Doctors should be allowed 
to participate in multiple plans to ensure choice of 
physician. · 

Role ... of States: States would administer the system, set 
up the HIPCs, monitor performance, and be at risk for the 
budget. The President sees the ·national credibility 
coming ·from the benefits from the plan and not the 

·administration.· He wants states to-have the ability to 
fix the program i-f something goes wrong in the system or 
for a population. There needs to be a federal default 
if a . state does not implement the program, but the 
President wants to use withholding :federal funds as lever 
to get all states to participate. 

state Opt-out: If a state meets the fundamental 
principles of universal coverage for the standard benefit 
package and budget control, it could design and implement 
its own program. More guidance is needed on how the opt
out would work and what standards would be met for a 

·state.to qualify to run own program. 

Accountable Health Plans: _With regard to the·boards of 
AHPs, HRC viewed diversity as very important~ The board 
of the plan~ · should include plan providers, both 
physicians and nurses, as well as consumers ... 

o Low-income Protections: President asked how we would keep 
plans from shafting consumers, especially the poor. 
Discussion focused on HIPC responsibility for· monitoring 
quality, need for upfront resource development in .poor 
areas, arid prohibition against redlining (raised here as 
a HIPC issue). 

o Inter.;.HIPC Bank: How to hold and process the funds being 
collected by the HIPCs was raised. President requested 
a two to three-hour discussion of this be scheduled. 

o ·Model Legislat1on: We need to develop model legislation 
for states with regard to implementation of the new 
system as well as changes in state practice and managed 
care plan requirements. 

0 Long-term care: President would like to see more home 
care available and long-term care coverage phased in, 
even if over 30 years. A fundamental policy decision 
needs to be made on state versus federal responsibility. 
Addressing the long-term care issues for the non-elderly 
population is a different issue. 
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Malpractice and Tort Re-form 

Health Reform Briefing 2 -- March 18, 1993 

The briefing for the President, Vice President, and First Lady 
·addressed enterprise liability under the new system as well as tort 
reform. · The discussion provided specific proposals for drafting · 
(see March 20 memo revision), including: 

o Enterprise Liability: Federal rules should ·require 
. accountable health plans to assume sole legal liability 
for the care they finance. Direct providers of care 

·should not be subject to suit except in cases of gross 
negligence or willful,. wantc~m, or malicious conduct. 

o Data Bank: Plans must provide the name of the physician 
to the national practitioner data bank when a payment is 
made on a· claim of negligent <;:are by a physician. The. 

0 

' discussion raised concern about limited use of .·the data 
bank by states in licensure decisions and the need for 
plans to check the bank to prevent negligent physicians 
from moving·to other states. 

Alternative to Litigation: It was agreed that each plan 
should be required to have an alternative to litigation 
and make that alternative available to all plan 
enrollees. This mechanism would be the gate that must be 
passed before access to the courts. The mechanism could 
be chosen from a menu of options (arbitration, mediation, 

· early offer of settlements) described by the federal 
government. (Note: The President said he wanted· tp 
require plans to offer the alternative mechanism, but not 
specify alternative in federal law. He would let states 
require it as a .way to achieve savings. President did 
not· want federal government to cut off access to the 
courts at the state level. ) Use of an ombudsman process 
was also· discussed; President was concerned about level 
of bureaucracy. 

o General Tort Reform: We would require the states, as a 
.. condition of receiving federal funds through the HIPC, to 
prescribe limits on non-economic damages. The state 
could set the cap at whatever level it desired, but would 
have to put a cap in place. HRC requested information on 
the 20 states that currently have caps and the level of 

0 

those caps. · 

Practice Guidelines': The use of practice guidelines in 
establishing standards of care was discussed. It was 
agreed that this area should be encouraged and fits with 
the quality assurance systems to be developed to monitor 
care in the new system, but is not at. a stage of. 
development where use of practice guidelines could be 
required in the malpractice initiative. 
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Underserved Populations 

Health Reform Briefing 3 -- March 19, 1993 

This briefing for the President, Vice President, and Mrs. Gore 
addressed both the especially vulnerable populations that require 
special assistance in the reform structure and the need to develop 
capacity iri underserved areas. The discussion focused more on 
identifying special needs and identifying mechanisms for addressing 
these needs in .the new system than on a specific proposal. The 
major issues raised included: 

o AIDS: The.need to go beyond risk adjustment and provide 
a reinsurance mechanism for some populations with chronic 
high cost diseases, · such as AIDs, was raised. The 
President asked whether fully funding Ryan White act 
programs would 'address the problem; discussion focused on 
need · to go beyond Ryan White and use reinsurance to . 
spread risk.· President concerned that a few communities 
bear the brunt of caring for this population, stressed 
need to socialize costs of such care more broadly than 

0 

for HIPCs or states. · 

Public Health: President stressed importance of turning 
public health issues into' leadership issues, such as 
taking on smoking policy as a national campaign. 
Personal preventive health services should be covered in 
the benefit package; public health responsibilities 
should _be devoted to community-wide . initiatives. 
Importance of maintaining core public health functions 
with stable funding stream discussed. President 
supportive of· consolidated core funding stream and of 
using some sort of premium set-aside rather than annual 
appropriation. · 

o community Providers/ Safety Net Providers: · President_ 
warited to be sure the legislation does not stop public 
health clinics from doing the thing~ that they do well 
such as immunizations. Protections for existing 
providers who have been there in rural areas and 
underserved 'areas need to be built into the plan to 
prevent new . entities from driving out traditional 
providers. President· discussed broadening use of NHSC 
doctors arid described this as a marvelous opportunity for 
using n-ational service·. program to expand care in 
underserved areas, including work as translators and 
othersupport staff •. President noted how impressive the 
bi-lingual and multi-lingual clinics are and the 
importance of having these providers i~ the system. 

0 State Options: President asked if our plan would permit 
a state to just allow everyone to be insured'through the 
state employee system. President wants our framework to 
permit states to offer this. (Note:. legislation needs to 
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specify. what standards states must meet to offer own 
option, eg. benefit package) . 

state Responsibilities: In the discussion of accountable 
health plans and vulnerable populations, the President 
raised ·concerns about protecting vulnerable populations 
from underservice and inadequate plans. The President 
said there must ''absolutely not" be underserved-only 
HIPCs, plan~. The President wante~ states to'be the 
arbitrator of disputes regarding plans . and to. 'provide 
assistance to help set up plans. The need to · provide 
both capital and. technical assistance to develop 
management skills and cap_itation experience in 
underserved areas was discussed. If necessary~ state 
should be able to . operate own health· plan to correct 
problem plan or provide services · where no plan has 
entered market · (need to provide authority in 
legislation). 

o Rural Underserved: President concerned that heavy 
federal regulation of hospital closures in rural areas 
has prevented. hospitals from being converted to other 
service-delivery uses, while the federal government has 
let states treat the poor very unfairly and unevenly with 
virtually no controls. Must overcome federal barriers to 
converting-rural hospitals to multiple uses. 

o Fundinq: The HIPC could skim some dollars off the top to 
use for development of services in underserved.areas and 
rural areas. President thought it very important that 
purchasing cooperative or state take some dollars off the 
top for services that will not be addressed in the 
market. President stressed need to not do anything to 
undermine the public health delivery system, but wanted 
to make sure the federal government did not stand in the 
way o.f innovative collaboration at the local level (eg. 
multiple use for rural hospital sites). · 

o Responsibility and Accountability for care of Poor: 

0 

Discussion of federal versus state responsibility for 
poor evolved from discussion. of desire .for state 
flexibility~ President discussed the need to socialize 
the cost of the poor and other vulnerable populations and 
the dominant actor in that being the federal government 
because of the tremendous disparity in capacity at the 
state level. The rresident did not want the poor to be 
shafted, but also did not want the federal government to 
over-regulate the process. Socializing the cost of the 
poor should fall to the federal government, but states 
still need to be held accountable. 

Undocumented People: President views these as tough 
questions that require a whole separate conversation on 
immigration policy. Need to save for another day. 
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Benefits· 

Health Reform Briefing- 4 March 20.1993 

This briefing for the President, Vice President and Mrs. Gore. 
described the benefit packages in the market today, the cost 
implications in terms of overall health spending of alternative 
levels of comprehensiveness in the benefit package, and the major 
choices in designing the benefit package.· The cost of the benefit 
package can be controlled by limiting the benefits covered or by 
varying the cost-sharing within a comprehensive package. 

The fundamental decision is whether to move all people up to 
a common benefit package ?tnd equivalent coverage or to reblin a 
two-tier system. The proposed plan would provide a comprehensive· 
set of benefits -with cost-sharing based ·on the type of pli:m 
selected (HMO,. PPO, or fee-for-service). The level at which that 
plan is set in terms of costs has not yet been determined. Issues 
discussed included: 

o out-of-Pocket Limits: Discussed need to look at average 
out-of-pocket costs today including the administrative 
costs and then compare to maximum exposure under the 
plan.· . An annual limit of $1000 per individual would 
provide most people with improved coverage. 

0 
' 

Medicare: Medicare has substantial. cost sharing 
requirements and ranks below the lOth percentile range on 
an actuarial basis. President was concerned that if plan 
goes to the 50th percentile for the non-elderly, we would 
have to improve Medicare or the elderly would feel 
shafted. President was particularly concerned about the 
7 · million elderly who rely solely on • Medicare for 
coverage (without Medigap or Medicaid). President said 
we have to do prescription drugs for the elderly because 
it is the right thing to do. He feels the elderly will 
support a phase in of full coverage and long term care if 

·we do drugs now. Economics are clear for slow phase-in 
of long-term care. 

o 90th Percentile Plan: Discussion focused on hc:>w to 

. 0 

. -achieve most comprehensive coverage for mos.t ·Americans; 
90th percentile plan would improve coverage; but cost an 
additional $38 billion (assuming no cost controls). 
President wanted to know what to take off on other·· side 
and how Medicaid was being brought up . in terms of· 
payments to doctors. Will look at the numbers and 
distributional matrix next week. 

Preferences on Benefits: President feels this package 
must conform to preferences of American people for own 
doctor and security. Need to find out how Americans view 
security and what benefits make the most difference to 
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them. People hate: can't select their own doctor; having 
to wait for care. People like: tangible financial 
benefit; security. Workers' compensation - is very 
important for small businesses. 

Abortion: President asked what most private plans do 
regarding abortion. Most plans are silent and don't 
exclude or include it specifically. ·There will be a 
specific discussion of this issue later. 

Specific Benefits: In reviewing potential excluded 
benefits, · the President asked to look at .covering 
medically necessary orthodontia for children and the Vice 
President raised issues related to tech11ology and 
alternative treatments, such as biofeedback. President 
asked for · cost of c::overing full EPSDT package for 
children and OT/PT and presentation later on substance 
abuse and mental health. President did not want benefit 
package defined by provider type. Should override state 
l.aw to allow plans to add services by providers other 
than physicians; otherwise every state legislature will 
turn into a battleground. 

Technology: Discussed need to adjust benefit package to. 
·reflect new technology. Vice President wanted National 
Board to do the assessments . · ' 

Ame.ricans with Disabilities Act: Secretary Shalala 
raised need to review the benefits for conformance with 
the ADA. 

o Free Choice of Provider: President again stated the 
importance of assuring Americans that they will have the 
right to choose their own provider. 
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Long Term care· 

Health Reform Briefing s -- March 23, 1993 

This briefing for the President, Vice-President and Mrs. Gore 
described options for long-term care reform ranging from 

' • . I incremental reforms to soc1al 1nsurance for long-term care. The 
implications of the different options were discussed without 
identifying a recommended option. Four options were presented: 

o incremental changes in public programs along with limited 
steps to improve private insurance · , 

o restructuring Medicaid lo.ng-term care (including· the 
block grant option) and aggressively promoting private 
insurance 

o social insurance for long-term care 

o pre~funded universal private insurance 

Specific issues raised in the discussion included: 

0 .· Goals of reform: The President stressed the importance 
of not ·discouraging families from caring for the disabled 
and the need to develop supportive systems for families, 
but not replace family care. We should also rec~gnize 
that no ·state in America will force people out of nursing 
homes. 

o Open-ended versus ·capped spending: President wanted 
options developed that put a ceiling on spending to 
provide cost control, but provide flexibility to states 
to manage within the budgeted amount. Under the 
incremental approach, states could be given the ability 
to reclassify· patients in nursing homes to move them to 
community settings without encountering problems with .the 
Boren Amendment. Alternatively, President liked giving 
states a global budget for long-term care and freeing 
them from the Boren Amendment. 

o Private Long-term care Insuran~e: Disctission focused on 
difficulty of establishing and regulating private market 
for long-term care insurance. Having government oft'er 
insurance on a one-time only basis was discussed, bu.t 
concerns were raised about whether single time choice 
could be maintained to avoid adverse selection. 

0 Social Insurance: President was not in the room· for 
discussion of social insurance; returned as price tag of 
$60 billion was being discusseq. No discussion with 
President. 
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0 Prefunding Private· Insurance: This pay-as-you go 
approach is primarily targeted at funding long-term car 
for the baby-boom generation and does not help the 
current elderly population. President was very skeptical 
of the approach. He was conce~ned that this opt{on did 
not allow people to use their prefunded savings since 
they could neither cash the account out or borrow ~gainst 
it. President did not feel an option for 20 years from 
now was where we should. be; "when we are old, we ·will be 
a ·powerful enough constituency · to ensure we have 
services." President did not think it was practical to 
ask people to prefurid care and be locked in to big 
contributions without a guaranteed return. 

o Disabled Non~elderly Population: Presiderit wanted to s~e 
options that addressed .the needs of the non-elderly 
disabled as distinct from the elderly. President said we 

0 

0 

0 

0 

0 

might want two policies ~- one for frail elderly and one 
for non-elderly disabled. · Need to· develop community
assisted livirtg for the disabled and have contributions 
on sliding scale to allow th~ disabled to work. 

Alternatives: President wanted to be sure what we 
propose provides people with alternatives and assu~es 
that the care provided is adequate. Monitoring and 
maintaining quality is important, especially with a frail 
and highly disabled population. · 

sliding Scale for Contribution•: Need contributions on 
a sliding scale to make plan affordable for middle class, 
but can sliding scale be administered? Needs more work. 

Public Opinion: President wanted more information on what 
the elderly want and what steps would be viewed as the 
best first steps toward reform. Need more research on 
what elderly and disabled groups want; bring in advocates 
and find out. 

Elderly: President asked if we do the right thing .on· 
drugs, will the elderly go along with the bill? 

Next Steps: President asked for two options on long-terin 
care -- the least we should do and the most with the cost 
of each approach. 
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Veterans:Administration/ DOD/ Indian Health Service 

Health Reform Briefing 6 -- March 24,1993 

This briefing addressed the role of the Veterans 
Administration, the Department of Defense, . and I:r:tdian • health 
Service health care prog~ams in the.health care reform initiative. 
The discussion·focused on the extent to which these systems. should 
be integrated into the new system. 

The VA option would have the VA become an accountable health 
plan for veterans who elect it, but not their familie's.. The DOD 
option would have military facilities become accountable health 
plans for.· active duty dependents and retirees, .. · but retain direct 
care for active duty persorinel. The Indian Health Service would 

·create two options that allo'w Indian Health Facilities to either 
b~6ome accountable health plans or be provide~~ under accountable 
h~alth plans; Indians would not be under state pl~ns. 

Veterans Administration 

0 VA as an Accountable Health Plan: If veterans elect to 
have the VA as their accountable health plan, President 
was concerned that their families should.also be allowed 

· at some point to select the VA as their care plan. 
President' asked. Secretary Brown what the attitude of 
constituency would be to operiing up facilities. Brown· 
expressed capacity concerns, but noted strength of VA is 
that it is already a managed care setting. 

o Expanding Capacity: President wanted to see the 
infrastructure developed ·to offer this plan to whole 
families ·so they do not split care among plans. 
Recognition that current system has been underfunded and 
needs additional capital to increase capacity. 

o .Regulatory Hassles: Discussion reviewed the multiple 
layers of regulations and purchasing system problems in 
the VA with emphasis on what could be freed up under the 
new system. 

o Ability to Compete: President pushed VA • on their 
assertion that they could compete effectively in the new 
system. Pre~;ident worried about what happens when a 
facility is unable to compete, but sees VA as a way to 
revitalize care in rural areas. 

0 Incentives to save Money: Under current system, any 
savings a facility iricurs are used to offset the revenues 
received. President wanted to find a way to let people 
who save money keep some of it and not give everything 
back to government. 
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Department of Defense 

o Direct care: President noted that any changes in DOD 
health system would not include active duty personnel _..;. 
only dependents and retirees. He noted that Secretary 
Aspin felt it crucial that there be no perception of 
reduced benefits and the President says he agrees. 

· o Military Health system as Accountable Health Plan: If 
military direct care facilities became accountable health 
plans, President wanted to know if dependents and 
retirees would enroll. Discussion focused on difficulty 
for ·military to compete because of· · cumbersome 
administrative . structures. If cost-sharing · were 
equalized be.tween direct Care and Other planS I: it WaS 
alleged that many DOD patients would probably leave the 
system. · 

o Base Closings: Since many retirees continue to live near 
bases to get their medical care as well as prescription 
drugs, President ask~d whether it was feasible to keep 
medical facilities open at some of the bases ~lated to be 
closed to address these needs. He asked that this option 
be developed further; important as part of base closings. 

0 Direct care versus Private Plans: In response to 
discussion that it may be cheaper to pay premiums for 
private insurance than use military facilities for direct 
care, President $aid he was reluctant to close public 
delivery systems -- believes ·they .can be efficient. 
Given responsibility for active duty personn~l, need to 
maintain capacity in military facilities. 

Indian Health service 

o Options: Indians want to have both a provider option and 
an accountable health plan option for Indian Health 
Services and are willing to open their clinics to others 
in rural areas. President endorsed expansion in rural 
areas and agreed Indians would not come under state 
governance in the reform ·plan. 

o Holistic Medicine: Indians want to be able to offer their 
care in traditional manner and will not give up their 
holistic approach in a standard benefit package. 

·o Funding Levels: Limits in coverage among Indians due to 
funding limitations; noted this was an obligati.on honored 
in the breach. President anxious to expand funding and 
improve the delivery system for the 50 percent of Indians 
living on or near reservations, but also wanted to see 
how we could improve coverage of other half of population 
living in urban areas.· President asked fo~ 'options to 
give them some relief. · 
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Mental Health 

Health Reform Briefing 7 -- March 25, 1993 

This briefing opened with a presentation by Mrs. GOre 
reviewing the need to improve coverage of mental health services. 
The briefing focused on iriclusion of com~rehensive mental health 
benefits in the standard benefit package and the implications of 
shifting to coverage on a capitation basis. Two options were· 
presented-- a comprehensive option.based on capitation through 
accountable health plans and a less. comprehensive fee-for-service 
option~ 

·.The current under funding of mental heal.th and · drug abuse 
services in ,·the private sector. plans results . in higher costs for 
public· sector programs .. In health care reform, the additional cost 
for mental health coverage with preventive services in the health 
plans would be offset by savings in advanced care and catastrophic 
spending under public programs. ·This results in a potential "wash" 
cost-wis~ for these expansions. 

The major points raised during the discussion were: 

0 State Mental Health Responsibilities: The President 
asked how inclusion of mental health services in the 
capitation rate would affect-state mental hospitals and 
Community Mental Health Centers and whether there would 
have to be parallel state mental health systems. Under 
reform, it is assumed states· will continu~ mental 
hospitals for long stays and forensic cases, but move 
other services including CMHCs into the accountable 
health plan networks .. Need for resource development for 
CMHCs was discussed and should be considered in 
underserved areas initiatives. 

o Substance Abuse: With a huge ·backlog of · drug abuse 
cases, President asked how the problem could be addressed 
without substantially increasing the costs. the reliance 
on out-patient, not inpatient, care in the proposal was 
cited as a way to hold down costs. President asked if VA 
facilities could be used for treatment. 

o Drug Therapy: Drug therap~ is now a major comporient of 
treatment and the full cost of . prescriptiqn drugs is 
included in these cost projections. ( 15 percent of 
premium cost.is for drugs) 

0 capitation versus fee-for-service: The President sees a 
capitation system as no worse than the current system 
because what we have today is so awful. President noted 
that comprehensive but capitated benefits in the proposal 
were only $15 per person year more than the incremental 
reform option. 
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0 Need for outreach: The President asked what could be 
done about the homeless people he sees when jogging. How 
do they get brought into treatment? President talked 
about need to address housing assistance and HUD programs 
as well as get mental health services .to them. 

o Prevention versus Treatment: The "crown jewel" of this 
plan ·would be to spread the cost of earlier,· better 
treatment to· replace later, more costly crisis 
intervention. 

o out-of-pocket Purchases: If s~rvices under kha system 
are limited, Presiderit noted that individuals would 
always be able to buy more services if they .wanted -- "no 
country in the world where you can't buy more" 
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Ethics, Workforce, and Quality 

Health care Reform Briefing a -- March 26, 1993 

This briefing covered three areas -- ethics, workforce issues, 
and quality of care monitoring under the new system. The Ethics 
group discussed values underlying the hea~th reform plan and set 
out broad principles that leave individuals, not institutions or 
boards, with authority over life and death issues. (Note: The 
ethics group did not have written briefing materials.) The quality 
and workforce groups discussed how these issues should be addressed 

·in the reform plan. 

Ethics 

o care· of the Terminally Ill: ·President said this .is a · 
decision that must be left to-families, but we need to 
help get better information to the families. He .asked if 
livirig wills helped reduce costs; response was no. 

o Ethics Panels: · The_Vice'-President expressed concern that 
any panel on ethics would be- diverted . to the 
abortion/right to life issues and that abortion will 
become the lightning rod .in each plan. 

0 

Quality 

Informed Consent: The importance of informed consent, 
but the difficulty in establishing true informed consent 
was discussed. The Vice-President views current practice 
as protecting doctors more than patients. President 
concerned that informed consent mainly for highly 
educated consumers. 

o Report Card: Under the reform initiative, plans would be 
evaluated using a report card system. President asked if 
report card would be more aggressive than curr'ent quality 
monitoring. Secretary Shalala concerned 'that more 
intensive monitoring needed to be sure those who are 
dissatisfied are not from specific subgroups, such as the 
poor or minorities. She is uncomfortable with how well 
~uality can be monitored, especially in capitated plans 
with an incentive to under-treat. President asked who 
would set the report card; to be set by National Board, 
but plan or HIPC could add additional information. 

0 · Total Quality Management: The TQM approach needs to be 
built from the bottom up and not imposed from the top 
down. Vice-President noted that TQM assumed to come from 
report card, ·but need to be sure it results from 
availability of report and that we also identify other 
aspects of quality. · 
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Workforce 

o supply in Rural Areas: President expressed concern about 
burn-out in rural areas and noted that of all the things 
we've tried, none work well in the long run. The best 
option is to expand the National Health Service Corps ~
"just balloon .the. NHSC in the next ·budget." President. 
also wanted to see more ways to support professionals in 
rural areas through conversion of.· rural hospitals to 
primary care centers. 

o ·. Medical -Education: President and Vice-President both 
strongly endorsed service pay-back as a goal in. financing 
medical education. ·Vice-President wanted to know .what 
portion of private education is subsidized by·. public 
dollars and whether we could tie-in a public service 

· obligation to the portion of the educational costs paid 
by taxpayers. Discussion of a percentage set aside for 
medical educatl6n. · 

o Non-Physicians: President ·wants to address state 
certification and medical practice acts to promote 
broade~ use of non-physi6ians in car~ delivery. 
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Short-term Cost Controls 

Health Reform Briefing 9 -- March 31, 1993 

This briefing addressed the options for containing costs in 
the interim before the new system is fully in place~ Building on 
the earlier presentation to the National · Economic Council, the· 
presentation described five options: a freeze controlling providei 
prices, health insurance pr·emium regulation, temporary revenue · 
surtaxes on providers whose revenue growth exceeds a target, all-
payor rate-setting, and increased use of managed care in the public 
and private sector. The discussion focused on the following 
issues: 

o current Experience with costs: President asked about 
recent reports showing costs coming down and asked about 
the d~edibiiity of proposing controls if costs were in 
fact growing more slowly. Price of service is slowing, 
but volume and intensity still growing at problematic 
rates making sho~t-term cost controls potentially 
important part of legislation. 

0 Experience w:Lth All-:-payer Rate-setting: No consensus in 
group on impact of rate-setting; evidence of its 
effectiveness in Maryland and New York discussed; 
concerns about implications for cost~shifting raised. 

o · Premium. Regulation: President viewed this strategy as 
attractive only if it lead us directly where we want to 
be going; this approach seemed more complex . than the 
merits it might bring. 

o Possible combination approach: President thought that a 
combination of managed care ·and rate controls might 
provide the most short-term impact, but asked for more 
ideas on what made sense as short-term approaches. These 
were the only two strategies he saw as working, but he 
raised ·concern about· how they would we implemented at the 
state level. 

o Speeding-up the New system: Some savings could be 
achieved by bringing the new system on line faster in 
some states, but President concerned that these would be· 
private not public savings; need to address cost-control 
in th~ federal budget. 

o Need for Savings: President stressed that this bill needs 
scorable savings in the near-term to be passed. 
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A. Priority Democratic Targets (Most Important to Target Immediately) 

This includes 1) big undecideds on Ways & Means, Energy & Commerce and 
Education & Labor, 2) those who, on tough floor votes, have difficulty supporting the 
President or 3) very tough districts. 

Key Health Committees: 

Andrews (NJ) 
Andrews (TX) 
Baesler (KY) 
Boucher (VA) 
Brewster (OK) · 
K. English (AZ) 
Hall (TX) 
Hoagland (NE) 
Jacobs (IN) 
Lambert (AR) 
Lehman (CA) 
Margolies-Mezvinski (PA) 
Pallone (NJ) · 
L. F. Payne (VA) 
Roemer (IN) 
Rowland (GA) 
Schenk (CA) 
Tauzin (LA) 

TOTAL= 18 

Others: 

Browder (AL) 
Chapman (TX) 
Condit (CA) 
Coppersmith (AZ) 
Danner (MO) 
Deal (GA) 
English (OK) 
Geren (TX) . 
Hayes (LA) 
lnslee (WA) 
Klein (NJ) 
Lipinski (IL) 
Mann (OH) 
Orton (UT) 
Parker (MS) 
C. Peterson (MN) 
Pickett (VA)
Sisiski (VA) 
Spratt (SC) 
Stenholm (TX) 
Swett (NH) 
Tauzin (LA) 
Taylor (MS) 
Valentine (NC) . 

TOTAL= 24 
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·B. Priority Democratic Targets (should get priority attlntion and flattery). 
. . ... . ; 

. These are Democrats who 1) have not co-spo~sored the Gephardt or 
McDermott plan, and 2) demand a lot of attention before they are supportive, or 3) 
have tough districts. 

Applegate (OH) 
Bacchus (FL) 
Barca (WI) 
Barcia (MI) 
Barlow (KY) 
Byrne (VA) 
Cantwell (WA) 

. Costello (IL) 
Cramer (AL) 
Darden (GA) 

. Fingerhut (OH) 
Glickman (KS) 
Hamilton (IN) 
Harman (CA) 
Holden (PA) 
Johnson (GA) · 
Johnson (SO) · 
Lancaster (NC) 
LaRocco (10) 
Mazzoli (KY) 
Ortiz (TX) 
Penny (MN) 
Peterson (MN) 
Poshard (IL) 
Sarpalius (TX) 
Sisisky (VA) 
Skelton (MO) 
Spratt (SC) 
Tejeda (TX) 
Torricelli (NJ) 
Valentine (NC) 
Volkmer (MO) 
Whitten (MS) 
Wilson (TX) 

TOTAL= 34 
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C. Priority Democratic Targets 

These are Democrats who are not cosponsors of the Gephardt or McDermott 
bills but, in the end, have a pattern of being supportive. They are at the mome~t 
·probably "keeping their powder dry." 

Bevill (AL) 
Bryarit (TX). 
Coleman (TX) 
DeFazio (OR) 
de Ia Garza (TX). 

· Derrick (SC) 
Frost (TX) 
Glickman (KS) 
Green (TX). 
Hall (OH) 
Hefner (NC) 
Jefferson (LA) 
Kaptur(OH) 
Kildee (MI) · 
Kleczka (WI) 
Klink (PA) 

· Kopetski (OR) 
Lowey (NY) 
Meehan (MA) 
Menendez (NJ) 
Mfume (MD) 
Mineta (CA) 
Mollohan (\M/) 
Natcher (KY) 
Neal (MA) 
Pickle (TX) , 
Pomeroy (NO) 
Price (NC) 
Reed (RI) 
Rose (NC). 
Sangmeister (IL) 
Schroeder (CO) 
Sharp (IN) 
Stupak (MI) 
Visclosky (IN) 
Wyden (OR) 
Wynn (MD) 

TOTAL= 37 
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A. Republican Priority Targets. 

These are Republicans who are spmetimes independent and who might have 
districts (union) supportive of the Clinton plan. Members of the moderate Tuesday 
and Wednesday Groups should be given some attention also (see previous tab). 

Morella 
Boehlert 
Houghton 
Leach 
Huffington 
Greenwood 
Machtlf:!Y. 
Ridge 
Ravenael 
Diaz-Balart 
Ros-Lehtinen 
Gilmari 

· T orkildson 
Blute 
Weldon 
Quinn 
Franks (CT) 
Young 
Bilirakis 
Gunderson 
Gallo 
Goodling 
Hobsen 
.Regula 
McDade· 
Snowe 
Zimmer 
Gilchrest 
Franks (NJ) 
Lazio 
Schiff 
Walsh 

Total= 32 
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B. Republican Targets. 

These are occasionally independent but don't hold your breath. Some have 
voted for issues such as unemployment compensation. 

BakE£ 
Bent4Y'. 
Blute 
Camp 
Canady 
Castle 
Clinger 
Emerson 
Gillmor 
Hoekstra 

, Kim 
Kasich 
Levy 
Meyers 
Rogers 
Saxton 
Santo rum 
Shuster 
Solomon 

Total= 19 · 
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PASSING HEALTH REFORM 

POLICY AND CONGRESSIONAL SUMMARY 
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PASSING HEALTH REFORM 

TilE HEALTII SECURITY ACf WOUlD SUCCEED IF ENACfED AS WRIITEN. IT 

WAS ALSO CONS1RUCfED AS A NEGOTIATING DOCUMENT. IT HAS DOZENS OF 

MOVEABLE PARTS WHICH CAN BE CHANGED AND STILL BRING SUCCESSFUL 

HEALTII CARE REFORM. IT ALSO HAS VARIOUS lAYERS WHICH CAN BE 

REMOVED WHILE STILL PRESERVING ITS. ESSENCE. 

NO MAITER WHAT WE PRODUCED, CONGREss WOULD WANT TO MAKE MAJOR 

MODIFICATIONS. WE HAD TO CREATE A DOCUMENT WHICH COULD ALLOW 
_,v • r 

FOR TillS. 

2. 
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OURPOL~CALSTRATEGY 

THE WINNING CONGRESSIONAL MAJORITY FOR HEALTII CARE REFORM 

DEPENDS ON HOLDING ALMOST ALL LIBERAL AND MODERATE DEMOCRATS, 
' 

WINNING A SIGNIFICANT NUMBER OF CONSERVATIVE DEMOCRATS AND 

AITRACTING 8-10 MODERATE REPUBLICANS IN 11ffi SENATE (ASSUMING WE 

NEED 60 VOTEs) AND 15-20 IN TilE HOUSE . 

. THE CLINTON PROPOSAL (WHILE SLIGHTLY LEFf OF CENTER FOR TilE 

CONGRESS AS A WHOLE), IS ALREADY RIGHT OF CENTER FOR TilE COALITION 

WHICH WILL EVENTUALLY COME TOGETHER TO VOTE FOR HEALTII REFORM. 

IN FACT, WE HAVE MOVED TilE CONGRESSIONAL DEMOCRATS TO TilE RIGHT 

ALREADY TillS YEAR. PRIOR TO TilE CLINTON PRESIDENCY, DEMOCRATS IN 

CONGRESS WERE DMDED BETWEEN SINGLE-PAYER ADVOCATES AND 

ADVOCATES OF "PAY OR PLAY" WHICH WOULD HAVE CREATED A HUGE 

FEDERAL PROGRAM FOR HEALTII CARE COVERING MOST AMERICANS. ONLY A 

HANDFuL OF DEMOCRATS SUPPORTED MANAGED COMPETITION. 
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WHY WE STARTED LEFT OF CENTER 

.. 

IN THE SPRING, THERE WERE 1WO POSSIBLE WAYS TO FORM OUR DOCUMENT 

POLITICALLY; 

-
• IN THE CENTER WITII MODERATE REPUBLICAN AND 

CONSERVATIVE DEMOCRAT SUPPORT WITII THE INTENT TO 

NEGOTIATE WITII LIBERAL SINGLE-PAYER AND "PAY OR PLAY" 

GROUPS TO OUR LEFT; OR 

• LEFf OF CENTER WITII LIBERAL AND MODERATE DEMOCRAT 

SUPPORT AND NEGOTIATE TO THE CENTER. 

THE DIE WAS CAST IN MAY WHEN COOPER AND OTHERS ALLIED Willi HIM 

MADE CLEAR THAT THEY WOULD NOT SUPPORT UNIVERSAL COVERAGE IN 

TillS BILL, PREFERRING TO COME BACK AND PASS IT IN A FEW YEARS, AND 

WHEN THE CHAFEE GROUP DECIDED TO PRODUCE THEIR OWN BILL Willi AS 

BROAD REPUBLICAN SUPPORT AS POSSIBLE AND NEGOTIATE Willi US AFTER 

VARIOUS BILLS WERE INTRODUCED. 

TillS LEFT ·us NO CHOICE BUT TO GO CENTER LEFT TO ENSURE A FIRM BASE 

OF SUPPORT FOR OUR BILL UPON ~ODUCTION. · . 

4 
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HEALTH CARE REFORM: 

THE BOITOM UNE 

HEALTII REFORM WILL BE SUCCESSFUL IF WE ACHIEVE THE FOLLOWING 

GOALS: 

• ·UNIVERSAL COVERAGE BY THE END OF THE DECADE 

• . COMPREHENSNE ·BENEFITS 

• COMMUNITY RATING 

• COST CONTROL 

• ADEQUATE FINANCING FOR THE PROGRAM · 

THE NEW SYSTEM WHICH WE CREATE MUST FIT TOGETHER. IMPlEMEN

TATION WILL BEGIN DURING TiiE PRESIDENT'S FIRST TERM. 1HE BILL WHICH 

PASSES CONGRESS MUST WORK NOT JUST POLffiCALLY BUT ALSO 

SUBSTANTIVELY. 

TillS MEANS RESOLVING SUCCESSFULLY 14 MAIN ISSUES AND HUNDREDS OF 

"SIDESHOW" ISSUES, EACH OF WHICH HAS ITS OWN CONTROVERSIES. 

·5 
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( MAIN EVENT ISSUES 

A: UNIVERSAL COVERAGE 

·1. EMPLOYER/INDIVIDUAL MANDATE 

2. LEVEL OF DISCOUNTS 

3. SUBSIDIES FOR UNDERSERVED AREAS 

B. COMPREHENSIVE BENEFITS 

4. SCOPE OF· BENEFIT PACKAGE 

5. MEDICARE PRESCRIPTION DRUG BENEFIT 

6. LONG-TERM CARE 

7. PUBLIC HEALTH INITIATIVES 

( 
C. COMMUNITY RATING 

8. ·INSURANCE REFORMS 

9. SIZE AND STRUCfURE OF ALLIANCES 

D. COST CONTROL AND FINANCING 

10. · RULES FOR ACCOUNTABLE HEALTH PLAN COMPETITION 

11. INCENTIVES FOR CONSUMERS TO BE COST CONSCIOUS 
J 

12. PREMIUM CAPS 

13. MEDICARE AND MEDICAID SAVINGS 

14. NEW REVENUES 

6 
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1. 

2. 

3. 

4. 

5. 

6. 

7. 

8 .. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

. 17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

25. 

A SAMPLING OF SIDESHOWS 

SUBSIDIES TO ACADEMIC HEALTH CENTERS AND TEACHING HOSPITALS 

RESIDENCY SLOTS FOR PRIMARY VS. SPECIALTY CARE PHYSICIANS 

RELATIVE PAYMENT RATES FOR PRIMARY VS. SPECIALTY PHYSICIANS 

OVERRIDE OF SCOPE OF PRACTICE LAWS 

ANTI-TRUST REFORMS 

ESSENTIAL PROVIDER PROVISIONS -

CLIA SIMPLIFICATION 

UNIVERSAL REIMBURSEMENT SYSTEM 
. . 

MEDICARE AND MEDICAID SIMPLIFICATION 

NATURE OF QUALITY REPORT CARD AND INFORMATION COLLECTION 

· SPECIAL TREATMENT OF SUB POPULATIONS - AIDS PATIENTS, RARE 

DISEASE. PATIENTS, ALZHEIMERS PATIENTS, 'IWO DOZEN OTHERS 

WOMEN'S HEALTH RESEARCH FUNDING 

INCENTIVES FOR COMMUNITY-BASED HEALTH PLANS 

RISK ADJUSTMENT FORMULAS 

TREATMENT OF CHIROPRACTORS, PODIATRISTS, ETC .. 

INCENTIVES FOR PRACTICE IN UNDERsERVED AREAS 

. INCENTIVES FOR STUDENTS TO ENTER PRIMARY CARE 

· MEDICAID WRAPAROUND SERVICES 

NURSING HOME REGULATION 

TREATMENT OF STATE AND FEDERAL WORKERS 

.STATUS OF INDUSTRY RUN MULTI-EMPLOYER HEATH PLANS 

ESTABLISHMENT OF FEE SCHEDULES 

DEFINITION OF A FAMILY 

TREATMENT OF SUBSTANCE ABUSE 

DIRECT REIMBURSEMENT FOR NURSES 
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(- A SAMPLING OF SIDESHOWS (CONTINUED) 

26. NATURE OF MALPRACTICE REFORM 

27. · MANAGED CARE VS. FEE-FOR-SERVICE 

28. PROTECTIONS FOR RURAL AND URBAN UNDERSERVEO_POPULATIONS 

29. SIZE AND NATURE OF "SIN" TAXEs-

30~ FEDERAL CONTROL VS. STATE FLEXIBILITY 

31. ABORTION 

32. ·TREATMENT OF UNDOCUMENTED PERSONS 

33. PRIVACY ISSUES 

34. MEDICAID INTEGRATION. 

35. MEDICARE INTEGRATION 

36.. SIZE AND NATURE OF TAX CAP 

37. TREATMENT OF UNDER 65 RETIREES 

38. PREMIUM AND SUBSIDY STRUCTURE 

39. STATE MAINTENANCE OF EFFORT REQUIREMENTS 

40. ERISA AMENDMENTS AND WAIVERS 

41. RESPONSIDILITY FOR FINANCIAL RISK 

42. INDEPENDENT CONTRACTOR RULES 

. HUNDREDS OF OTHERS 
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THE END GAME 

WE MUST WIN SUFFICIENT CONSERVATIVE DEMOCRATIC AND MODERATE 

REPUBLICAN SUPPORT BY COMPROMISING FEATIJRES OF OUR BILL, BUT WE 

MUST BE CAREFUL NOT TO ALIENATE TOO MANY UBERAL DEMOCRATS BY 

GOING TOO FAR. 

DEPENDING UPON OUR POLITICAL SKILLS, TIIERE ARE A RANGE OF END 

GAMES WHICH CAN RESULT. TiiE PATH TO NEGOTIATING THESE DEALS.WILL. 

GO MEMBER BY MEMBER AND WILL OFTEN. INVOLVE MODIFYING PROPOSALS · 

ON THE HUN.DREDS OF ,;SIDESHOW" ISSUES WHICH WILL BE IMPORTANT TO 

VARIOUS MEMBERS AND THEIR CONSTITUENT GROUPS. 

. . I 
VIRTIJALLY EVERY MEMBER WE CONVERT WILL INVOLVE POLICY CHANGES 

I . . . 
WHICH THE MEMBER CAN ClAIM TO HAVE WON. THERE ARE SO MANY ISSUES 

EMBEDDED IN TilE BILL WlllCH ARE SO IMPORTANT/TO TilE OVER 1,500 

HEALTH CARE INTEREST GROUPS AND THEIR CONSTITIJENCIES THAT WE CAN 
- I 

INTEGRITY OF THE BILL IN ORDER TO GAIN VOTES. 

MAKE HUNDREDS OF TIIESE MODIFICATIONS WITHOIUT HURTING THE 

I 
' 
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END GAME - SCENARIO I 

IF WE CAN SUSTAIN TilE PUBUC DEBATE, AND NEGOTIATE WELL, UNDER THE 

MOST OPTIMISTIC SCENARIO, WE WILL WIND UP WITH THE FOLLOWING TYPE 

OF COMPROMISE: 

• UNIVERSAL COVERAGE ·PASSED IN nils BILL o:N ouR TIMETABLE 
r .. 

WITII AN EMPLOYER!INDMDUAL MANDATE AND lARGER 

· . SUBSIDIES OR A SLOWER PHASE-IN FOR SMALLER COMPANIES.· 

• . · PREMIUM CAPS WHICH ARE SOMEWHAT LESS RIGID TIIAN THE 

ONEs WE PROPOSE. 

• HEALTII ALLIANCES FOR COMPANIES OF 500-1,000 OR UNDER 

(WHERE THE ONE PERCENT ASSESSMENT GAINED FROM . . 

ADDffiONAL CORPORATE ALLIANCES WOULD PAY FOR THE EXTRA. 

SMALL FIRM SUBSIDIES). 

• SMALLER MEDICARE AND MEDICAID SAVINGS, 

• A SLOWER PHASE-IN OF LONG-TERM CARE AND THE 

PRESCRIPTION DRUG BENEFIT TO COMPENSATE FOR THE LOWER 

MEDICARE AND MEDICAID SAVINGS AND A TIE-IN BETWEEN THE 
SAVINGS AND THE SPENDING ON THESE PROGRAMS.-

. • A FEW HUNDRED MINOR MODIFICATIONS. 
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END GAME - SCENARIO IT . 

IF WE ARE ONLY MARGINALLY SUCCESSFUL IN TilE PUBliC DEBATE AND 

SECURE A LESSER BILL WIDCH STILL FULFILLS 1HE PRESIDENT'S PRINCIPLES, 

IT MIGHT LOOK liKE Tiffi FOLLOWING: 

• UNIVERSAL COVERAGE ON. A SLOWER TIMETABLE -- BY 2000, 

• 

. WITH AN EMPLOYER AND INDIVIDUAL MANDATE WITH THE 

EMPLOYER SHARE REDUCED (WORST CASE, AS LOW AS 50 

· PERCEN1), POSSIBLY liMITED .TO .Tiffi LOW COST INSTEAD OF THE 

AVERAGE COST PLAN, POSSIBLY WITH A SLOWER PHASING-IN OF 

·THE FULL BENEFITS OR WITH ENHANCED SMALL COMPANY 

DISCOUNTS. 

LESS STRINGENT PREMIUM CAPS WHICH TRIGGER IF COMPETITION 
~ 

DOES NOT PRODUCE A CERTAIN LEVEL OF SAVINGS BY A CERTAIN 

TIME. 

• A SLIMMED DOWN LONG-TERM CARE PACKAGE WIDCH PHASES IN 

- MUCH SLOWER AND A MORE SLOWLY PHASED-IN PRESCRIPTION 

DRUG BENEFIT, AND A TIE-IN BETWEEN THE SAVINGS AND 1HE 

SPENDING ON THESE PROGRAMS. 

• LOWER MEDICARE AND MEDICAID CUTS. 

• A SMALLER TOBACCO TAX. 

11 
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r-· lEND GAME - SCENARIO II (CONTINUED) 
'· 

( 

• SMALL ALLIANCES -- 100 OR UNDER, POSSIBLY VOLUNTARY, 

WI1H STATES ALLOWED TO GO HIGHER AND A NATIONAL RISK 

POOL TO REINSURE CASES ABOVE $25 OR $50 1HOUSAND PER 

YEAR. 

• REDUCTION OF 1HE ONE PERCENT CORPORATE ASSESSMENT. 

• A FEW HUNDRED MINOR MODIFICATIONS. 

12 
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TIMING AND NEGOTIATING STRATEGY 

TIIERE ARE TIIOUSANDS OF NEGOTIATIONS WHICH HAVE TO TAKE PLACE 

. INVOLVING HUNDREDS OF ISSUES BEfWEEN LATE JANUARY AND EARLY JUNE. 

MANY CAN BE DONE ON A STAFF TO STAFF LEVEL. 

A WHOLE NEW SET c;>F DIFFICULT NEGOTIATIONS WILL TAKE PLACE AFfER 

JUNE WHICH WILL BE MORE CONCENTRATED. 

MANAGING TillS PROCESS SO THAT IT KEEPS MOVING FAST ENOUGH TO 

SUCCEED ON OUR TIMETABLE WILL REQUIRE A HIGHLY ORGANIZED EFFORT 

ON OUR END. 

• 

• 

WE MUST SPEAK WITII ONE VOICE. A SMALL GROUP IN TilE 

WHITE HOUSE MUST COORDINATE. 

IN COOPERATION WITII LEADERSHIP AND KEY COMMITTEE STAFF, 

WE WILL PREPARE BY TilE END OF JANUARY A WEEK-BY-WEEK 

SCHEDULE TO TRY TO CLEAR AWAY TilE "SIDESHOW" ISSUES SO . 

TilEY DON'T BOG US DOWN -- IDENTIFYING ONES WHICH WILL BE 

. USED TO SECURE VOTES LATER IN TilE PROCESS. 

TilE TIMING OF COMPROMISES, WHO TilEY ARE MADE WITII AND WHAT WE 

GET FOR TIIEM IS PROBABLY OUR FUNDAMENTAL SET OF STRATEGIC 

DECISIONS. 

WE MUST.SIGNAL A WILLINGNESS TO BE FLEXIBLE IN GENERAL (THOUGH NOT 

ON BASIC PRINCIPLES), BUT WE MUST HOLD OUR POSITIONS AS LONG AS 

POSSIBLE. PREMATURE SIGNALS OF SPECIFIC COMPROMISE COULD DOOM US. 
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LEGISlATIVE END GAME 

TIIOUGH CAREFUL WORK MUST BE DONE TO CULTIVATE MANY MEMBERS 

·WHO WILL ULTIMATELY BE WITII US, TIIERE ARE A RElATIVELY SMALL 

NUMBER WHO WILL BE THE "SWING VOTES." TIIERE ARE FEW SURPRISES ON 

TilE LIST. 

OUR EFFORTS WILL ULTIMATELY FOCUS ON TIIEM. / . . 

. ·1'· 
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THE SENATE 

1HOUGH OTIIERS WILL TAKE CONSIDERABLE WORK, 1HE FOLLOWING UST OF 

POSSIBLE BUT DIFFICULT VOTES WILL BE KEY IN THE SENA1E. 

DEMOCRATS REPUBUCANS -
BREAUX ROBB CHAFEE GORTON 
NUNN DORGAN DURENBERGER BOND 
JOHNSTON··· ... KERREY COHEN SPECfER -

BOREN HOLLINGS PACKWOOD D'AMATO 
BRYAN EXON HATFIELD DOLE· 
SHELBY DECONCINI DANFORTH BENNET 

HEFLIN KASSEBAUM DOMENICI 
BURNS 
HATCH 

WE NEED 16 OF THESE 29 SENATORS TO GAIN 60 VOlES (16 OF 20, IF 1HE lAST 

COLUMN OF -~SS LIKELY REPUBLICANS IS EXCLUDED.) · 

15 
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THE HOUSE 

IF Tiffi VOTES ARE STRUCTIJRED PROPER.L Y, WE SHOULD ULTIMATELY HAVE 

Tiffi SUPPORT ON Tiffi HOUSE FLOOR TO PASS A GOOD BILL. TiffiRE ARE 

CERTAIN KEY COMMIITEE VOTES WHICH WILL BE PARTICULARLY· 

IMPORTANT. 

ENERGY & COMMERCE 

DEMOCRATS REPUBUCANS 

SHARP BilARAKIS 
TAUZIN ) McMILLAN 
RICHARDSON UPTON 
SLATIERY PAXON 
BOUCHER KLUG 
COOPER GREENWOOD 
ROWLAND 
LEHMAN 
PALLONE 
SCHENK · 
MARGOLIES-MEZVINSKY 

.lAMBERT . 

ASSUMING WE GET ALL TIIE OTiffiR DEMOCRATS, WE NEED 8 OF TiffiSE 18. · 

WAYS & MEANS 

DEMOCRATS REPUBUCANS 
' 

PICKLE THOMAS 
RANGEL GRANDY 
FORD HOUGHTON 
STARK 
COYNE 
ANDREWS 
McDERMOTT 
KLEZCKA ' 

PAYNE 
HOGlAND 
NEAL 
BREWSTER 

(, ASSUMING WE GET ALL THE OTHER DEMOCRATS, WE NEED 8 OF THESE 15. 

CLINTON !LIBRARY PHOTOCOPY 
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HEALTH CARE TIMETABLE 

December I January 

Activities: 

+ .. Health Principals meet with priority list members 
+ Committee Staff /Administration policy resource 
+ Field Hearings 

[December l to January 25], 

+ President conveves meeting I dinner with Chairs and Leadership 
+ State of the Union 

February I March 

Activities: 

+ Subcommittee hearings 
+ Priority Member negotiations with committ.ee chairs 

[February 1 to March 28 - (7 weeks)] 
Recess: February 14 to Februaury22 

+ Subcommittee and I or full committee mark-up(House committees) 

April I May 

Activities: 

+ Senate Finance and Labor mark-ups 
+ Leadership reconciliation of different bills 
+ House Rules Committee mark-up 

Activities: 

·• House floor consideration 
+ Senate floor consideration 

June 

[April 11 to May 30- (7 weeks)] 

[June 7 to July 1 - (3 weeks)] 

July I August/ September 

Activities: 

+ House and Senate Conference· 

October 

Activities: 

+ Final passage 

[July 11 -September 30- (11 weeks)] 
Recess: July 2- July11 

August 15 ~ September6 

[October 3 - Adjournment] 
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THE COMMUNICATION BATTLE 

· IF THE CONSERVATIVE DEMOCRATS AND MODERATE REPUBLICANS WE NEED 

ARE DRIVEN TO SUPPORTING A BILL. WITH NO UNIVERSAL COVERAGE AND 

CONTROLLING COSTS THROUGH REDUCTION IN BENEFITS, WE WILL HAVE 

FAILED TO MEET OUR "LIVE IN THE SAND" OBJECTIVE. 

1HIS WILL HAPPEN ONLY IF THE OPPOSITION SUCCEEDS IN SCARING PEOPLE 

ABOUT OUR PLAN. THE POTENTIAL EXISTS FOR THEM TO SUCCEED IF THEY 

CONVINCE THE MAJORITY OF AMERICANS WITH GOOD COVERAGE THAT: 

• QUALITY OF CARE WILL DETERIORATE 

• RATIONING OF CARE WILL OCCUR 

• THEIR COSTS WILL RISE TO FINANCE THE UNINSURED AND THE 

CREATION OF A BIG GOVERNMENT BUREAUCRACY 

• CHOICE OF DOCTOR WILL BE LIMITED 

THE OPPOSITION'S ABILITY TO SCARE PEOPLE WILL SUCCEED IF PEOPLE 

BELIEVE THAT: 

' 

• TOO MUCH CHANGE IS COMING TOO FAST 

• OUR SOLUTION IS A BIG BUREAUCRATIC ONE WHERE POLITICS 

WILL RUN ~TH CARE. 
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SOLVING OUR COMMUNICATIONS PROBLEM 

TilE DEBATE WILL BE CONDUcrED ON TWO LEVELS: 

e THE PUBLIC DEBATE 

• THE ELITE DEBATE 

( 

4 
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THE PUBLIC DEBATE 

AMERICANS TRUST·THE PRESIDENT MORE THAN THE REPUBLICANS IN 

CONGRESS (62%-21%) ON HEALTH CARE (USA TODAY POLL 12/16). 

WE SHOULD ENGAGE THE CONSERVATIVE REPUBLICANS ON PRINCIPLES, 

PITTING OUR PHILOSOPHY AND PRINCIPLES AGAINST THEIRS. WE SHOULD 

NOT ATTACK REPUBLICAN MEMBERS, WITH TilE EXCEPTION OF THE FAR 

RIGHT MEMBERS, LIKE SENATOR GRAMM, BUT WE SHOULD ATTACK THEIR 

PRINCIPLES AND SUPPORTERS. 

wE HAVE BEEN THE ONLY TARGET. WE MUST HAVE AN OPPONENT TO 

PROVIDE CONTRAST ON THE ISSUES. COOPER, CHAFEE AND THE SINGLE_: 

PAYER SHOULD NOT BE THE PUBLIC OPPONENTS. WE NEED THEM AT THE 

END. WE MUST AND CAN DISCREDIT THE CONSERVATIVE REPUBLICAN 

PHILOSOPHY WHICH SAYS THERE IS NO PROBLEM AND PROPOSES NO 

SOLUTION. 

• THEY ARE OUT TO DESTROY HEALTH REFORM AND WILL NEVER 

BE WITH US. 

e DESTROYING THEM MAKES IT EASIER FOR MODERATE 

REPUBLICANS AND CONSERVATIVE DEMOCRATS TO SUPPORT A 

MODIFIED VERSION OF OUR PIAN. 

• THEY ARE VuLNERABLE ON OUR CORE ISSUES OF SECURITY AND 

AFFORDABILITY. 

5 
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(... I. TH~ PUBLIC DEBATE (CONTINUED) 

( 

• THEY CAN BE PORTRAYED AS DEFENDERS OF WHAT PEOPLE DON'T 

LIKE IN THE CURRENT SYSTEM. 

• ·THEY ARE AND CAN BE PORTRAYED AS EXTREMISTS. -THEY HAVE 

LITILE ORGANIZED INTEREST GROUP SUPPORT. 

JUST ~S THE REPUBLICAN CONVENTION ENERGIZED DEMOCRATS, 

INDEPENDENTS AND MODERATE REPUBLICANS FOR THE PRESIDENT, 

ENGAGING REPUBLICAN CONSERVATIVES WILL ENERGIZE OUR BASE. 

THE CONSERVATIVE REPUBLICANS ARE INVITING US TO DO TillS 

• CALLING OUR PLAN SOCIALIZED MEDICINE 

• ARGUING THAT THE HEALTH CARE STATUS QUO IS GOOD 

• PROPOSING EXTREME SOLUTIONS WHICH TAKE AWAY SECURITY 

AND DISCIPLINE THE CONSUMER 

• THEY HAVE .INDICATED AN UNWILLINGNESS TO WORK TOGETHER . 

TO SOVLE THE PROBLEM UNDER ANY CIRCUMSTANCES. 

WE SHOULD DEVELOP A COORDINATED CAMPAIGN TO PROMOTE OUR 

PRINCIPLES VS. THEIRS TO BEGIN IN EARLY JANUARY. 
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TIIE ELITE DEBATE 

OUR PROBLEM 

WE HAVE ALLOWED THE ELITE DEBATE TO GET AWAY FROM US. WE MUST · 

SEIZE THE INITIATIVE SOON. 

CONVENTIONAL WASHINGTON PUNDITRY HOLDS THAT OUR BILL IS "OLD 

DEMOCRAT," LIBERAL BIG GOVERNMENT, BUREAUCRATIC, ETC. AND THAT 

"CLINTON LITE" IN THE FORM OF A BLENDED COOPER/CHAFEE Willi 

. UNIVERSAL COVERAGE IS TilE ULTIMATE SOLUTION. 

THIS PERCEPTION HAS BEEN FED BY SUCCESSFUL DLC AND COOPER/BREAUX 

PRESS CONTACfS BACKED UP BY SOME IN OUR ADMINISTRATION WHOSE 

COCKTAIL PARTY CONVERSATION HAS GIVEN CREDENCE TO THIS END GAME 

VIEW. 

FURTHER, THE BUSINESS; MEDICAL SPECIALIST AND HOSPITAL BOARD ELITES 

WHO ARE FRIENDS OF NEWSPAPER EDITORS AND REPORTERS AND 

LEGISLATORS ARE COMMUNICATING CONCERNS ABOUT OUR PLAN WHICH 

FURTHER FEED THE PROBLEM. 

FEARS OF BEING FORCED INTO A D.C. HEALTH ALLIANCE, WITH ALL OF THOSE 

"POOR PEOPLE" HAS NOT HELPED WASHINGTON JOURNALIST ATTITUDES, 

EITHER. 

SUPPORTERS .HAVE BEEN FOCUSED ON "NIT PICKING" US RATHER THAN 

ADVOCATING FOR US. 

8 
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THE ELITE DEBATE 

REGAINING THE INITIATIVE 

THE COMPLEXITY/BUREAUCRACY ARGUMENT IS AT THIS POINT BEST 

ADDRESSED BY ACKNOWLEDGING THAT HEALTH CARE IS A COMPLEX ISSUE 

AND FOCUSING THE MEDIA ON THE FACT THAT COOPER/BREAUX AND CHAFEE 

ARE ALSO COMPLEX AND BUREAUCRATIC. 

THE "OLD DEMOCRAT" LINE IS BEST ADDRESSED. BY FOCUSING ON OUR 

RELIANCE ON COMPETITIVE FORCES AND A PRIVATE SECTOR SOLUTION 

RATHER TIIAN TRADITIONAL DEMOCRATIC GOVERNMENT BASED "SINGLE

PAYER" OR "PAY OR. PLAY" PROPOSALS. 

\ 
' WE SHOULD EMPHASIZE mAT THE NBC/WALL STREET JOURNAL POLL SHOWS 

MOST AMERICANS PREFER A CLINTON TYPE SOLUTION TO A COOPER ONE. 

·WE SHOULD ALSO EMPHASIZE THAT EVEN A COOPER!CHAFEE MERGER COULD 

NOT PRODUCE ANYWHERE NEAR THE VOTES NEEDED .FOR PASSAGE. 

THE KEY TO ALL OF THIS SUCCEEDING IS: 

• A CONSISTENT ADMINISTRATION MESSAGE DELIVERED BY ALL 

MESSENGERS 

• A BEITER MOBILIZATION OF OUR "GROUP SUPPORTERS'; TO 

AMPLIFY OUR MESSAGE 
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OUR THEMES 

OUR THEMES OUGHT TO REMAIN CONSISTENT. 

1. WE PROVIDE HEALTH CARE SECURITY -- COMPREHENSIVE BENEFITS 

1HAT.CAN NEVER BE TAKEN AWAY. NO LIFETIME LIMITS. NO 

PREEXISTING CONDITION EXCLUSIONS. NO AGE DISCRIMINATION. 

2. . WE WILL MAKE HEALTH CARE AFFORDABLE BY LIMITING THE RATE OF 

GROWTH OF INSURANCE PREMIUMS. 

3. WE ENHANCE CHOICE. 

4. WE MAINTAIN HEALTH CARE AS A PRIVATE SYSTEM. THE. GOVERNMENT. . 

( GUARANTEES SECURITY, AFFORDABILITY AND PROTECI'S CONSUMERS, 

.THEN GETS OUT OF THE WAY. 

5. YES, THE PLAN IS COMPLEX, BUT 1HAT IS BECAUSE HEALTH CARE IS 

COMPLEX. OTHER SERIOUS PLANS ARE EQUALLY COMPLEX. 

6. TilE PLAN SIMPLIFIES THE SYSTEM FOR CONSUMERS AND PROVIDERS s . 
. THROUGH, FOR EXAMPLE, A SINGLE ClAIM FORM AND ONE 

- . 

COMPREHENSIVE BENEFIT PACKAGE. 

7. THE PLAN PROMOTES RESPONSffiiLITY AND EQUITY BY SHARING THE 

BURDEN OF HEALTH CARE COSTS FAIRLY AMONG ALL PEOPLE AND 

BUSINESSES. 
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. OUR THEMES (CONTINUED) · 

8. THE PLAN PROVIDES A MEDICARE PRESCRIPTION DRUG BENEFIT AND 

HOME AND COMMUNITY--BASED CARE. 

9. THE PLAN EMPHASIZES PRIMARY AND PREVENTIVE CARE .. 

10 
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PUBLIC COMMUNICATIONS ISSUE 

WE ARE HOLDING OUR OwN ON SOME ISSUES: 
r 

• THE NEED FOR COMPREHENSIVE REFORM NEXT YEAR. 

• UNIVERSAL COVERAGE (HEALTH SECURITY) WITH 

COMPREHENSIVE BENEFITS. 

• THE NEED FOR AN EMPLOYER MANDATE . 

• THE JOB EFFECTS OF, HEALTH REFORM . 
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MAJOR ATTACKS ON OUR BILL 

THERE ARE A NUMBER OF AREAS OFAITACK ON WHICH WE MUST DO A 

BEITER JOB: 

• COMPLEXITY AND BUREAUCRACY: THE BILL IS TOO COMPLEX 

AND TOO BUREAUCRATIC 

• 

•• 

• 

..... 

NUMBERS: THE NUMBERS. ARE SHAKY 

BUSINESS: THE BILL IS BAD FOR BUSINESS . 

COST CONTAINMENT AND RATIONING OF CARE: PREMIUM CAPS 

WILL LEAD TO RATIONING OR A DETERIORATION OF QUALITY 

LIMITS ON CHOICE: THE PLAN WILL FORCE PEOPLE INTO 

MANAGED CARE LIMITING CHOICE OF DOCTOR 

12 
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COMPLEXITY AND BUREAUCRACY. 

THE POLITICS OF HEALTH REFORM 

THE COMPLEXITY PARADOX 

'fH.E COMPLEXITY OF OUR BILL UNDERMINES OUR CHANCES FOR SUCCESS, 

BUT· WITHOUT COMPLEXITY SUCCESS IS IMPOSSIBLE. 

THIS PARADOX IS ROOTED IN A SERIES OF NECESSARY POLICY DECISIONS 

WHICH CREATE COMPLEXITY. 

• , BUILDING ON TIIE EMPLOYER/EMPLOYEE SYSTEM INSTEAD OF 

GOING TO A SINGLE PAYER, TAX-BASED SYSTEM; TO DO 

OTHERWISE WOULD REQUIRE RAISING $300-400 BILLION IN TAXES. 
. . \ 

HOWEVER, THE EMPLOYER/EMPLOYEE SYSTEM MEANS THE 

FOLLOWING COMPLEXITIES: 

A SYSTEM OF COVERAGE AND SUBSIDIES FOR THE 

UNEMPLOYED 

. . . ' 

COLLECTION MECHANISMS FOR DIFFERENT TYPES OF 

EMPLOYERS/EMPLOYEES · 

. ENFORCEMENT OF MANDATES ON EMPLOYERS AND 

INDIVIDUALS 

• · PREMIUM-BASED FINANCING INSTEAD OF A PAYROLL TAX. A 

PAYROLL TAX, THOUGH SIMPLER, MEANS SIGNIFICANT INCOME 

REDISTRIBUTION AND ON BUDGET FINANCING FOR THE WHOLE 

13 
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THE POUTICS OF HEALTH REFORM 

. THE COMPLEXITY PARADOX (CONTINUED) 

HEALTH CARE SYSTEM. A PREMIUM SYSTEM CREATES THE 

FOLLOWINU COMPLEXITIES: 

SUBSIDY PROGRAMS FOR SMALL AND LOW-WAGE FIRMS 

AND LOW INCOME ·INDIVIDUALS 

EXTRAORDINARY MEASURES TO REGULATE THE INSURANCE 

MARKET TO ENFORCE COMMUNITY RATING 

RULES FOR DEALING WITH DUAL ELIGIBILITY 

INITIATIVES TO DEAL WITH PROBLEMS ASSOCIATED WITH 

FAMILY DEFINITIONS AND PREMIUM CLASSES· 

• COMPETITION BACKED UP BY PREMIUM CAPS TO CONTROL COSTS 

RATHER THAN EITHER COMPETITION OR CAPS ON THEIR OWN. 

UNIVERSAL COVERAGE WITH NO CONTROL ON THE GROWTH IN 
.. 

. COSTS WOULD BE A FINANCIAL DISASTER. COMPETITION BACKED 

UP BY PREMIUM CAPS ENSURES COST CONTROL. IT MEANS THE 

FOLLOWING COMPLEXITIES: 

ACCOUNTABLE HEALTH PLANS. 

INSURANCE REFORM REGULATIONS 

14 
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COMPLEXITY AND BUREAUCRACY 

THE POLITICS OF HEALTH REFORM 

THE COMPLEXITY PARADOX (CONTINUED) 

MECHANISMS TO SET PREMIUM CAP BASELINES 

• EFFECTIVE COMMUNITY RATING TO END DISCRIMINATION 

AGAINST PEOPLE WITH PRE-EXISTIN9 CONDITIONS, PEOPLE 
' -

·WORKING FOR SMALL COMPANIES, SELF-EMPLOYED PEOPLE OR 

PEOPLE WHO LIVE IN UNDERSERVED AREAS. THIS MEANS THE 

FOLLOWING COMPLEXITIES: 

HEALTH ALLIANCES 

RISK ADJUSTMENT 

AID TO UNDERSERVED AREAS 

MEDICAID BLENDING IN ALLIANCES 

• TRYING NOT TO MAKE PEOPLE WORSE OFF THAN THEY ARE 

. TODAY. THIS MEANS THE FOLLOWING COMPLEXITIES: 

SUPPLEMENTAL INSURANCE WITH NO TAXATION 

. CORPORATE AND TAFT -HARTLEY ALLIANCES· 
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BUREAUCRACY AND COMPLEXITY 

BUREAUCRACY 

OUR BILL AND OTHER SERIOUS BILLS ARE ALL TOO BUREAUCRATIC AND 

· INVOLVE TOO MUCH GOVERNMENT . 

. SINGLE PAYER,· COOPER, CHAFEE AND OUR BILL ARE OVERLY BUREAUCRATIC 

. IN SOME WAYS THAT ARE SIMILAR AND SOME THAT ARE DIFFERENT. 

SINGLE PAYER 

THE SINGLE-PAYER BILL CREATES GOVERNMENT CONTROL OVER PRICES, 

FUNNELS ALL MONEY THROUGH THE GOVERNMENT AND INVOLVES 

GOVERNMENJ: CONTROL OF MEDICAL EDUCATION FUNDING, DOCTOR SUPPLY, 

ETC. 

COOPER . 

THE COOPER BILL INVOLVES MORE FEDERAL CONTROL THAN ANY OTHER 

BILL. ITS FEDERAL BOARDS HAVE WIDE RANGING POWERS, SOME OF WHICH 

ARE NEW, SOME OF WHICH USURP STATE POWER AND SOME TAKE OVER DOL 

OR HHS RESPONSIBILITIES. IRS BUREAUCRACY INCREASES DRAMATICALLY TO 

ADMINISTER THE TAX CAP. A VAST MEANS TESTING APPARATUS WILL HAVE 

TO BE CREATED TO ADMINISTER ITS SUBSIDIES. 
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(~- · .. COMPLEXITY AND BUREAUCRACY 

BUREAUCRACY(CO~ED) 

CHAFEE 

THE CHAFEE BILL ALSO HAS A POWERFUL NATIONAL BOARD, COMPLEX NEW 

AUTHORITY FOR THE IRS, A DOZEN NEW HHS RESPONSffiiLITIES AND A HUGE 

NEW MEANS TESTING APPARATUS. IN ITS 850 PAGES ARE ALSO SIGNIFICANT 

NEW REGUlATIONS TO CREATE MED-SA VB ACCOUNTS, FEDERAL INSURANCE 

REGUlATIONS, NEW LONG-TERM CARE REGUlATIONS, ETC. 

THE CLINTON BILL -

AlAS, OUR BILL ALSO HAS FAR TOO MUCH BUREAUCRACY, MUCH OF IT 

ADDED TO SATISFY DEPARTMENTAL CONCERNS, ACfUARY REQUIREMENTS 

AND CONGRESSIONAL ALLIES. A SAMPLING FOLLOWS: 

• A BOARD TO REVIEW BREAKTHROUGH DRUG PRICES AND NEW 

AUTHORITY TO THE HHS SECRETARY ON PRESCRIPTION DRUG 

PRICING FOR MEDICARE -- AT THE REQUEST OF SENATOR PRYOR 

• NEW ERISA REGUlATIONS AND RESERVES AT THE REQUEST OF 

DOL 

• . NEW REPORTING REQUIREMENTS FROM HEALTH PLANS AND 

• 

PROVIDERS AT THE REQUEST OF HHS AND OMB 

PENALTIES FOR ALL MANNER OF VIOlATIONS OF DIFFERENT 

SECTIONS OF OUR BILL AT THE REQUEST OF HHS AND JUSTICE 
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\, COMPLEXITY AND BUREAUCRACY 
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BUREAUCRACY(CON11NUED) 

e NEW TAX IA W DEFINITIONS AT THE REQUEST OF TREASURY. 

CRITICS OF OUR PLAN, WHO SCREAM "BUREAUCRACY" ARE SOMETIMES 

REFERRING TO PROVISIONS WE SHOULD DEFE~D: 

•• 

• 

• 

THE EMPLOYER/INDIVIDUAL MANDATE 

PREMIUM CAPS AS A BACKUP TO COMPETITION FOR COST 

CONTROL 

ALLIANCES 

HOWEVER, WE SHOULD GIVE GROUND, AT THE RIGHT TIME~ ON THE HOST OF 

BUREAUCRATIC STRUCTURES AND REGULATIONS WHICH ARE NOT REALLY 

ESSENTIAL FOR FUNDAMENTAL REFORM. 

( 

18 
CLINTON LIBRARY PHOTOCOPY 



l 

NUMBERS 

THE NUMBERS PROBLEM 

THE BACKGROUND · 

FOR ALMOST 30 YEARS, HEALTH CARE COSTS HAVE ADVANCED STEADILY, 

DEFYING ALL ATTEMPTS BY GOVERNMENT TO SLOW THEM DOWN. 

. . . 

TilE PROBLEM OF RISING-COSTS WAS ONLY EXACERBATED WITH THE. 

ENACTMENT OF MEDICARE AND MEDICAID. THESE PROGRAMS ADDED 
, . I ··' 

SIGNIFICANT NEW DEMAND TO THE HEALTH CARE SYSTEM WITH NO CONTROL 

ON THE PRICES CHARGED. TilE RESULT WAS A BONANZA TO HEALTH CARE 

PROVIDERS, AND THE BEGINNING OF OUR MODERN HEALTH CARE COST 

PROBLEMS. 

I, EARLY ATTEMPTS TO CONTROL WAGES AND PRICES DURING THE NixON 

YEARS RESULTED IN DRAMATIC INCREASES IN UTILIZATION OF SERVICES AND 

AN EXPLOSION IN PRICES ONCE CONTROLS WERE RELEASED. 

VOLUNTARY CONTROLS DURING THE CARTER YEARS SUCCEEDED FOR A 

SHORT PERIOD AND THEN ALSO FAILED TO BRING THE-GROWTH OF COSTS 

UNDER CONTROL. 

LIMITATIONS ON HOSPITAL PRICES UNDER MEDICARE AND MEDICAID IN THE 

1980s DID SUCCEED IN HOLDING DOWN THE GROWTH OF INPATIENT HOSPITAL 

COSTS, BUT RESULTED IN AN EXPLOSION IN OUTPATIENT COSTS AND IN A 

COST SHIFTING TO PRIVATE SECTOR PREMIUMS, THUS FAILING TO CONTROL -

TilE GROWTH IN HEALTH CARE COSTS OVERALL. 

19 
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NUMBERS 

THE NUMBERS PROBLEM 

THE BACKGROUND (CONTINUED) . 

MORE RECENTLY, SOME LARGE COMPANIES HAVE EXPERIENCED DECLINES IN 

THE RATE OF GROWTH IN THEIR HEALTH EXPENDITURES THROUGH MANAGED 

. CARE, BUT SOME WORKERS ClAIM THIS HAS COME AT THE EXPENSE OF ·. 

BENEFIT LEVELS. AND QUALITY OF CARE. ~SOME EXPERTS BELIEVE THERE HAS 

BEEN SOME COST SHIFT TO SMALLER FIRMS, WHOSE PREMIUM INCREASES 

HAVE ACCELERATED. 

MEDICAID GROWTH SKYROCKETED THE PAST FEW YEARS AS SOME STATES 

"GAMED" THE SYSTEM AND AS BENEFITS WERE ENHANCED - MEDICAID AND 

MEDICARE ARE PROJECI'ED TO GROW AT RAPID RATES FOR THE REST OF THE 

.( DECADE. 
\ 
\ 

( 
..... 

NONE OF THIS WAS CORRECTLY PREDICTED BY THE GOVERNMENT WHEN IT . 

PROPOSED THESE VARIOUS PROGRAMS. THIS HAS LED PEOPLE TO DISTRUST 

HEALTH CARE NUMBERS. 
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NUMBERS 

THE NUMBERS PROBLEM 

-THE CYNICISM 

WITH THIS PAST 30 YEARS OF HISTORY, IT IS EASY TO UNDERSTAND A 

CONVENTIONAL WISDOM WHICH SAYS: · 

1. HEALTH CARE COSTS CANNOT BE CONTAINED. 

2. NEW ENTITLED BENEFITS WILL, THEREFORE, LEAD TO INCREASED 

HEALTH CARE COSTS. 

3. HEALTH CARE COST PREDICTIONS ARE ALWAYS UNDERSTATED': 

THESE. BELIEFS, DEEPLY FELT AFTER YEARS OF EXPERIENCE, HAVE LED TO 

~TH CARE GRIDLOCK. 

MANY READ THIS RECENT HISTORY AND CONCLUDE THAT NEW · 

· ENTITLEMENTS FOR UNIVERSAL COvERAGE AND "HEALTH SECURITY" ARE 

NICE, BUT THEY CANNOT BE GUARANTEED UNTIL COST SAVINGS ARE 

. DEMONSTRATED. TO DO SO WOULD BE FEEDING FUEL TO THE FIRE OF 

HEALTH CARE INFLATION. 
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NUMBERS 

OUR SEPTEMBER EXPERIENCE 

BECAUSE OF THIS SKEPTICISM, WE SPENT A TREMENDOUS AMOUNT OF TIME 

·ON AN UNPRECEDENTED EFFORT TO PUT TOGETIIER OUR NUMBERS. 

HOWEVER, DURING SEPTEMBER, TilE WAY IN WHICH OUR NUMBERS LEAKED 

· OUT TO TilE PRESS BEFORE TilEY WERE READY, FUELED PEOPLE'S WORST 

FEARS. 

• THE ROUGH DRAFT 1HAT LEAKED ON SEPTEMBER 7 WAS NEVER 

INTENDED FOR THE PUBLIC. ITS NUMBERS PRESENTATION WAS 

CONFUSING AND LED TO SERIOUS MISUNDERSTANDINGS. 

• WE HAD NOT YET BRIEFED OUTSIDE ECONOMISTS, SO THEY WERE 

INITIALLY CRITICAL. ·IT TOOK TIME TO MOBILIZE OP-EDS FROM 

SUPPORTERS AND TO MAKE THE EXPERT COMMUNITY UNDERSTAND 

AND· ACCEPT THE NUMBERS. 

• CAREER PERSONNEL AT TREASURY AND OMB HAD NOT YET REVIEWED 

THE NUMBERS. THE PRESS WAS INUNDATED WITII THEIR DISCLAIMERS 

AND DOUBTS, ON BACKGROUND, SERIOUSLY STRAINING OUR 
. . 

CREDlliiLITY. WHEN THEY FINALLY DID TIIEIR REVIEWS, OUR NUMBERS 

CHANGED VERY LIITLE, BUT THEIR WORK WAS NOT COMPLETED. UNTIL 

MID-OCTOBER 

SENATOR MOYNIHAN'S "FANTASY" COMMENTS, BASED ON A MISUNDER

STANDING OF OUR NUMBERS, ALMOST BURIED US. 
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NUMBERS 

THE ONGOING PROBLEM · 

WE HAVE MADE GREAT STRIDES IN DEFENDING OUR NUMBERS AND HAVE . 

TURNED THE TIDE SOMEWHAT. 

• OUR SAVINGS ESTIMATES ARE NOW MORE WIDELY SUPPORTED 

• .. OUR FEDERAL DOLLAR ~TIMATES HAVE BEEN VALIDA~D 

INDEPENDENTLY 

HOWEVER, THERE WILL CONTINUE TO BE AN UNDERCURRENT OF SUSPICION 

AND DISCOMFORT SIMPLY BECAUSE.IT IS GOVERNMENT AND IT IS HEALTH 

CARE. 
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BUSINESS 

THE HEALTH CARE BILL IS BAD FOR BUSINESS 

.. 
TilE HEALTH CARE BILL WILL BE OF SIGNIFICANT BENEFIT TO THE VAST 

MAJORITY OF AMERICAN BUSINESSES WHO NOW PROVIDE HEALTH CARE 

COVERAGE. 

WE HAVE THUS FAR FAILED TO CONVINCE THE BUSINESS COMMUNITY ABOUT 

·THIS. 

·COMPANIES THAT HAVE "RUN THE NUMBERS" USUALLY FIND SIGNIFICANT 

BENEFITS, BUT THEY ARE STILL UNEASY FOR THE REASONS DETAILED IN THE 

FOLLOWING SLIDES. 

WE ALWAYS HAVE UNDERSTOOD THAT THE SMALL BUSINESS COMMUNITY 

WOULD AT BEST BE DMDED. WE HAVE DONE A REASONABLY GOOD JOB 

"HOLDING OUR OWN" IN THIS FIGHT. OUR DISCOUNT STRUCTURE IS HELPING .. 

OUR BIGGEST SETBACK IN ANY AREA HAS BEEN WITH THE lARGE BUSINESS 

COMMUNITY WfiERE WE EXPECTED BETTER SUPPORT. 

WE PLAN TO WORK AT BUILDING A BUSINESS COALITION IN SUPPORT OF 

HEALTH REFORM, GETTING THIS .IN PlACE BY THE END OF JANUARY. 
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CLINTON LIBRARY PHOTOCOPY 



• 

• 

• 

• 

• 
n 
t-
""""" :2! 
1-=3 

~ 
F==< 

b5 
~ 
;o 
~ .. 

~ 

~ -~ 
~ 

,~· .-~. ·~ 
BU;.. lSS 

VIEWS OF THE CLINTON HEALTH CARE PLAN: 

LARGE BUSINESSES WITH COMPREHENSIVE BENEFITS 
-- ------ - ·-- -·- --

PERCEIVED PROBLEMS PERCEIVED POSITIVES --
WORRY IN GENERAL ABOUT BIG SOCIAL PROGRAMS; LONG-TERM • EARLY RETIREE BENEFIT IS BIG POSITIVE FOR SOME --
CARE, PRESCRIPTION DRUGS AND COMPREHENSIVE MENTAL BUI' THEY WONDER WHETHER IT WILL PASS CONGREsS 
HEALTH AND SUBSTANCE ABUSE BENEFITS SEEM TOO RISKY 

• COST CONTROL; MANAGED COMPETITION FRAMEWORK; 
ARE NOW CUlTING COSTS BY CUITING EMPLOYEE BENEFITS; WE MANY PRIVATELY 1JKE PREMIUM CAPS 
WILL LIMIT THEIR FLEXIBILITY 

• LIKE THE 7.9 PERCENf CAP, THE END TO COST SHIFTING 
NOW HAVE NEGOTIATING CLOUT DUE TO SIZE, ARE AFRAID OF FROM THE UNINSURED AND THE EMPLOYER MANDATE, 
LOSING THAT CLOUT WHEN THEY BECOME SMALL PURCHASERS BUI' QUESTION WHE'IHER THE 7.9 PERCENT WILL HOLD 
VIS-A-VIS LARGE REGIONAL HEALTH ALLIANCES 

• THE SHARING AMONG EMPLOYERS OF THE FAMILY 
ONE PERCENT CORPORATE ASSESSMENT WILL ADD TO THEIR CONTRIBUTIONS 
CURRENT COSTS 

ERISA MODIFICATIONS WILL LIMIT THEIR FLEXIBILITY AND 
POSSIBLY COST MORE MONEY 

- CANNOT MOVE OUT OF REGIONAL ALLIANCES ONCE THEY 
MOVE IN 

- POTENTIAL FOR RESERVE FUND ASSESSMENT 
' 

- STATE SINGLE PAYER OPTION WHICH PREEMPTS ERISA 

- NEW REPORTING REQUIREMENTS 

ARE SKEPTICAL ABOUT OUR NUMBERS AND WHETHER THE 7.9 
PERCENT CAP WILL REALLY HOLD 

ARE SUSPICIOUS THAT WE DON'T REALLY WANT CORPORATE 
ALLIANCES TO SUCCEED 

25 



• 

• 

• 

• 
• 
• 
• 

.... r--~, ~ . 

n 
-~ -'2! 
~ 
0 
-~ 
(= 
s; 

g 
~ 
0 
~ 
0 
~ 
0 
"'"0 .,.,.... 

BU. ~ss 

VIEWS OF THE CLINTON HEALTH CARE PLAN: 

lARGE BUSINESSES WITHOUT COMPREHENSIVE BENEFITS 

--

PERCEIVED PROBLEMS PERCEIVED POSITIVES 

REQUIRED CONTRIBUTION FOR PART-TIME WORKERS WHO NOW • 7.9 PERCENT CAP, IF THEY BELIEVE IT 
GO UNINSURED 

• COST· CONTROL 
REQUIREMENT THAT ALL EMPLOYERS SHARE IN FAMILY 
PREMIUM PAYMENTS 

PROPORTIONAL PREMIUM RATHER THAN PAYROLL TAX FOR 
PART-TIME EMPLOYEES WHICH CAUSES ADMINISTRATIVE 
BURDEN 

STATE-BY-STATE PHASE-IN . 

SINGLE-PAYER ERISA PREEMPTION 
,, 

' 

BENEFITS PACKAGE RICHER THAN ONES THEY OFFER 

EARLY RETIREE AND SMALL BUSINESS SUBSIDIES WHICH BENEFIT 
THEIR COMPETITION AND SUPPLIERS BUT NOT THEM 
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BUSINESS 

VIEWS OF THE .CLINTON HEALTH PIAN 

SMALL BUSINESS · 

THERE IS A GENERAL DISTRUST OF GOVERNMENT AND DEMOCRATS AMONG 

SMALL BUSINESSES. BEYOND THIS, SMALL BUSINESS REACTION DEPENDS . 

PRIMARILY ON WHETHER THEY SAVE OR SPEND UNDER THE PLAN. 

· COMPREHENSIVENESS OF CURRENT BENEFITS 
·siZE 

OF LOW BENEFITS HIGH BENEFITS 
FIRM 

75-500 BIG SPENDERS SMALL SAVERS 

S-75 SMALL SPENDERS BIG SAVERS 

·1-5 SAVE ON FAMILY PREMIUM WHICH BIG SAVERS. 
WILL GENERALLY COVER WORKER 

. CONTRlliUTIONS 
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c· COST CONTAINMENT AND RATIONING 

. THERE MUST BE A GUARANTEE THAT COSTS WILL BE CONTROLLED. A 

CONTINUATION OF THE PRESENT RATE OF GROWTH IN HEALTH CARE 

SPENDING As A PERCENTAGE OF GDP IS UNACCEPTABLE. 

UNDER THE NEW SYSTEM, COMPETITION CAN AND WILL CONTROL COSTS. 

FOR THE FiRST TIME ECONOMIC INCENTIVES WILL BE IN PLACE THAT WILL 

LEAD TO A LOWER RATE OF GROWTH IN HEALTH CARE SPENDING. 

TilE PREMIUM CAPS ARE A BACKSTOP. ONLY IN THE EVENT THAT 

COMPETITION FAILS WILL TilEY APPLY. THEY ARE NOT LIKELY TO BE USED. 

PREMIUM CAPS DO NOT LEAD TO RATIONING AND LOW QUALITY. 

e BENEFITS ARE SPECIFICALLY DESCRIBED IN LEGISLATION AND 

CANNOT BE DENIED TO PEOPLE. 

• THE BILL ENSURES THAT HEALTH PLANS COMPETE ON QUALITY 

SO THAT QUALITY WILL NOT BE COMPROMISED. 

• . PREMIUM CAPS ARE A TRIED, EFFECTIVE METHOD OF 

CONTROLLING HEALTH CARE COSTS, AND GIVE HEALTH PLANS 

GREATER BARGAINING LEVERAGE WITH THEIR PROVIDERS. 

e CHARGES OF RATIONING AND LONG WAITING LINES ARE USUALLY 

. INVOKED IN COMPARISON WITH CANADA. THE CANADIAN 

. SYSTEM CONTROLS SPENDING BY SETTING PRICES FOR DOCTORS 
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(-- · COST CONTAINMENT AND RATIONING (CONTINUED) 
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AND GIVING HOSPITALS ANNUAL OPERATING BUDGETS. 

OPERATING WITHIN A FIXED BUDGET, A HOSPITAL COULD TRY TO 

liMIT TilE NUMBER OF COSTLY PROCEDURES IT PERFORMS, 

LEADING TO WAITING LINES. WE SPECIFICALLY REJECTED THAT 

IYRE QE DIREcr PRICE CONTROL. 

UNLIKE TODAY, OUR PLAN GIVES EVERY HEALTH CARE .· 

CONSUMER AN OUTLET FOR RESOLVING PROBLEMS IF. THEY FEEL 

THEY'VE BEEN DENIED NEEDED SERVICES OR RECEivED POOR 

QUALITY CARE. 
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LIMITS ON CHOICE 

CRITICS CHARGE THAT OUR BILL LIMITS PEOPLES' CHOICE OF DOCTORS. 

CHOICE IS BEINGTAKEN AWAY FROM PEOPLE TODAY. PRESSURED BY RISING 

COSTS, EMPLOYERS ARE·OFFERING EMPLOYEES ONLY.~AGED CARE PLANS 

THAT MANY EMPLOYEES FIND UNSATISFACTORY. 

. THE CLINTON PLAN INCREASES CHOICE: 

• . EVERYONE IS GUARANTEED A CHOICE OF PLANS, EVEN 

• 

EMPLOYEES OF LARGE FIRMS, WHO TODAY, ARE DENIED CHOICE 

AND OFTEN ARE FORCED INTO MANAGED CARE PLANS 

EVERYONE MAY CHOOSE A FEE-FOR-SERVICE PLAN, WHERE THEY 

CAN CHOOSE TO SEE ANY DOCTOR THEY WANT 

e EVEN. THOSE WHO CHOOSE THE LOW-COST SHARING OPTION 

(HMO. MODEL) MAY CHOOSE A POINT-OF-SERVICE OPTION ALONG 

WITH IT, WHICH ALLOWS THEM TO SEE ANY DOCTOR THEY WANT 

(WITH A HIGH COINSURANCE PAYMENT) 
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. General Targeting Strategy 

.... --TERMINED TO BE AN 

1iN!STP..AT!VE MARKiNG 
-· CONFIDENTIAL ·- ' li·.:. i.\LS: MfYr DATE: {)f)j~(p/09 

aoo(Q- o-gto- F 

The Congressional targeting strategy focuses primarily on three groups of 
Members: Cosponsors, Members of Committees of Jurisdiction, and Members 
who are influential with other members. (The final category of ~Members is made 
up primarily of moderates with the exception of some minority caucus Members.) 
For each of these groups we have a variety of strategies to build the coalition we 
need to pass the Health Security Act ne:Xt year. 

We are working to solidify the backing among those who have cosponsored 
the bill, by making sure they are comfortable with the policy and by events geared 
to increasing support among their constituents. This strategy is aimed at 
continuing to build our list of supporters as the year progresses-. {See Appendix 1 
for a current lists of House and Senate cosponsors.) 

Much of the early action next year will take place in the five primary 
Committees of jurisdiction in the House and Senate. Our targeting emphasizes the 
key members needed to form the majority necessary to vote the bill out these 
committees. Since our efforts with the Committees are critical to the success of 
our legislative strategy, the majority of this memo is dedicated to an assessment of 
these Committees. (See Appendix 2 for a list of all the Committees to which the 
bill has been referred, Appendix 3 for membership lists of the five committees . . 

which have been given primary jurisdiction over the legislation and Appendix 4 for 
profiles of the key swing votes on these Committees.) 

Finally, our targeting list identifi~s Democratic Members who do not serve on 
the Committees but are viewed as important because of their ability to influence 
other members. These Members may control blocs of votes in caucuses or 
delegations or serve as bellwethers for other members with similar philosophies. 
On the Republican side, these members are our most likely moderate Republican 
votes. As such, they are keys. to forging the majority we need when the bill 
reaches the House and Senate floors. (See Appendix 5 for our priority targeting 
list.) 
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We currently have 31 cosponsors in the Senate and 101 in the House, but it 
would be a mistake to consider all of these as solid yes votes at this time. While a 
number of these are committed to reform and supportive of our plan, others signed 
on out of a sense of loyalty to the Administration, the Leadership or the Party. 
Others came on under pressure from their Chairmen or the Leadership. Our 
approach is designed to reinforce their decision to cosponsor the bill by aiding their 
understanding of the details of the legislation, increasing their comfort in talking 
about the plan in public settings, providing assistance in building support in their 
districts and enlisting them to recruit additional cosponsors. 

· Over this recess period we have under way a number of activities to reach 
.out to our cosponsors. In addition to the "thank you" breakfast held last week, we 
·have contacted each of the cosponsors and offered them the opportunity to have 
an administration principal either attend a town meeting in their district or to brief a 
group of their influential health providers in Washington. We are starting to receive 
responses to this offer and are working to arrange the logistics. In addition, we 
are working with the Democratic Policy Committee in the Senate and their House 
Leadership on a series of regional health care summits planned by our key 
cosponsors in these areas and featuring the First Lady during January and 
February. 

2. Committee Strategy 

As the center of the action on shaping the legislation shifts from the White 
House to the Congress, we must ensure that the Congress takes ownership both 
of the issue and the substantive details. Over the next several months, this 
investment will be critical since we will need to rely on the key Chairmen and the 
leaders to defend reform against well-run campaigns against it. Our efforts also 
will involve an ongoing dialogue with those moderate and swing Members whose 
votes will be pivotal on the Committees. 

But high profile negotiations with particular Members ove~ the most 
controversial issues will represent only a small fraction of the decisions to be made 
by Congress. Most of the action will take place behind the scenes, by House and 
Senate Committee staff who will shape ninety percent of the final details. As a 
result, relationships with the Committees cannot be top heavy; they ultimately 
must be strong, both professionally and personally, at the staff level as welL 
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While much attention tends to be focused on the Chairmen and the. Staff 
Directors, the technical staff will make many key decisions, and shape the debate 
of the remaining controversial decisions which are bumped up to the political 
decisionmakers. To develop the most effective relationships with the technical 
committee staff, our legislative and policy staff must invest a great deal of effort 
as soon, as possible with the objective of becoming an indispensable resource to 
them. ·Otherwise, they will resort to historic relationships with the departments, 
the think tanks and other outside experts, who may wish to influence the process 
not to our liking. We need to create a- framework which integrates our experts in 
this process on a daily ·basis. 

With that stated what follows is an assessment of where we stand with the 
Corrtmi~tees and our targeting strategy for critical and swing Committee Members. 

Overall Assessment by Committee -- House 

Looking at the thr~e lead House Committees, it seems clear that strictly in 
terms of getting the votes to report a bill out of Committee, Education arid Labor 
will be the easiest Committee and Energy and Commerce will be the hardest, with 
Ways and Means in between. In the case of each Committee, assuming that we 
win no Republican votes, we can afford to lose only four Democrats. This overall 
view should give you a sense of how the votes must shape up. 

Energy and Commerce 

While we can only afford to lose four Democrats, our list of possible 
problems is considerably longer: Hall, Slattery, Cooper, Rowland, Boucher and 

. Tauzin. The possible Republican gains are long shots, with Greenwood being the 
best bet and Hastert, Klug and Upton on the target list as well. We should be able 
to limit our loss of Democrats to four or less, but it is clear that this group will · 
have considerable leverage over the shape of the final package. At introduction 
we have 8 out of 27 Committee Democrats as co-sponsors, with 23 votes needed 
to report the bill out of Committee~ 

If it becomes clear that Energy and Commerce cannot report out as 
comprehensive a package as the other Committees, it may become necessary for 
the Committees to diverge and then to bring a compromise package together for 
floor consideration. 
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The Committee historically has had strong subcommittees, and the Health 
subcommittee in particular has generally taken the lead on minor and major health 
legislation. The full committee typically plays a strong role in reviewing 
subcommittee action, particularly in controversial areas, but most of the details 
tend to be worked out in subcommittee. 

The Chairman has referred the bill to t. he Subcommittees for a very short 
' 

time period, only until March 4th of next year. This is to keep the bill on schedule 
but it also reflects his nervousness. about getting the votes to needed in the 
Subcommittee. We will need to target the Health Subcommittee and its Members 
for special attention early in the process because it will be the first place there is a 
vote on the bill. .Since we can only afford to lose two Democratic votes in the 
Subcommittee (and Roy Howland and Ralph Hall are unlikely to support the bill), 
.we will have to work especially hard on such moderates Slattery, Brown ·and 
Pallone. ·Even with their support, that will leave Congressman Cooper as the final 

. I 

vote/ for passage. That is· why we even need to establish a dialogue with Rowland 
and Hall in case their votes prove necessary. · · 

Ways and Means· 

·It is likely that at some point Rostenkowsi will shift the action from 
subcommittee to full committee, which will diminish Stark's role to some extent. 
Unlike the Energy and Commerce Committee, Ways and Means has a tradition of 
major issues being worked out in full committee. Tax reform, for example, was 
handled almost entirely at the full committee level. Also unlike Energy and 
Commerce, the subcommittee staffworks for the full committee chairman. 

While it will be necessary to deal with Stark's concerns, he will try to pull 
the bill as close as he is able to towards a single payer approach. At the same 
time, the center of the Committee will pull us in the other direction. On the· 
subcommittee Sandy Levin and Ben Cardin will be key to maintaining a balanced 
approach. In the end, the full committee is likely to refine and alter the approach if 
the subcommittee fails to reach a consensus on a politically viable approach. 
When it gets to the full committee, such Members as Matsui and Kennelly are 
important since they are influential both with the Chairman and on the floor. 

The Democrats most at risk are Payne, Brew'ster and Andrews. Andrews 
has told us that he wants to support a bill with universal coverage. The most likely 
Republicans to vote for a bill are Houghton and Grandy, with Johnson in the next 
tieL At introduction we have 11 out of 24 Democratic members of the Committee 
as co-sponsors, with ·20 votes needed for passage. 
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Education and Labor 

The Democratic majority on the. Committee is very strong .. The most at risk 
democratic votes are Members like Rob Andrews (D-NJ) and Gene Green (D-TX), 
and these votes should be possible as well. The Republican prospects are not very 
strong, with Steve Gunderson being the most likely. At introduction we have 16 -
·out of 27 Democratic Committee members (including delegates and Residef')t 
Commisioner who can vote in Committee) as co-sponsors, with 22 needed. for 
passage. 

· Over:all Assessment by Committee -- Senate 

The infighting between the Finance Committee and the. Labor and Human 
Resources Committee over primary jurisdiction illustrates how difficult it will be for 
these two primary Committees to work out an amicable division of labor. It is now 
clear that the two Committees of primary jurisdiction will report out their own 
versions and visions of health reform legislation. The Labor Committee will have a 
much easier time of getting the votes needed to deliver their bill to the floor and, 
no doubt', it will look much more like the bill we have introduced than the one the 

. Finance Committee will report out. The Finance Committee will do whatever is 
necessary to poll out a bill with bipartisan support. 

While it will take them more time and possibly be more contentious, the 
Finance Committee has the institutional leverage to report a bill that will attract a 
significant number of votes on the Senate floor. In the end, however, the real 
power brokers will be Majority Leader Mitchell cmd Minority Leader Dole. They will 
be the players who will have the ultimate power to decide what goes to the Senate 
floor for the initial vote. (Obviously, the leadership will not be able to exert much 
control over the Senate free-flow amendment process.) 

Senate Finance Committee 

Because of the philosophical/political make-up of the Finance Committee, it 
will be much more difficult toobtain the 11 votes necessary to report out a bill. 
However, a bill reported out of the Committee, particularly if it has received the 
support of some of the moderate Republicans on the Committee, is more likely to 
receive bipartisan support than a bill out of the Labor and Human Resources 
Committee. More specifically, it could be argued that such a bill would be less 
likely to be targeted with an extended (and possibly detrimental) debate and/or fall 
victim to a filibuster on the Senate floor. 

5 
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votes on the Committee. At introduction, we had 8 of 20 members of the · 
Committee as cosponsors. The two that we must be most concerned about are 
the two we are always concerned about: Senators Boren and Breaux.· The 
Republicans worth paying particular attention are: Senators Packwood, Dole, 
Danforth, Chafee, and Durenberger. Two of these Members -- Dole and Chafee -
are particularly critical because they cOntrol blocks of Republican votes which can 
provide cover to those Republicans who want to support reform. Two other 
Republicans who should not be written off are Senators Roth and Hatch. 

Of major importance will be our relationship, arid the relationship of the 
Committee Members~ with Chairman Moynihan. His primary interest will be to 
illustrate his ability· to report our a bipartisan bill which can gain the support of the 
state of New York and Governor Cuomo. 

Senator Packwood's departure, should he decide to retire, would be a blow 
to gaining support from moderate Republicans. His likely successor as Ranking 
Republican would be Senator Roth, with Senator Danforth next in succession. If 
Senator Packwood does leave, whether Senator Dole chooses a moderate or 
conservative to fill the seat on the committee may be a signal of his intentions 
with regard to health reform. (Note: Senators Gramm and Lott, two of the most 
conservative Members of the Senate. were the runners up the last time there was 
Republican opening on the Finance Committee.) 

Finally, to strengthen personal relationships, as well as to determine the 
Members' priorities, Senator Rockefeller has initiated a series of ·committee 
Members only meetings. He has hosted at least three meetings and, from all 
reports, they have gone fairly well. This is a constructive development since the 
Members will be less likely to be adversarial during the upcoming debate if they 
have formed stronger personal ties. · · 

Senate Labor and Human Resources Committee 

Of all the five primary Committees of jurisdiction in the Congress, this . 
Committee is the most able and willing to work with us and be responsive to our 
priorities. It also is the Committee tJ:lat can most easily and quickly deliver a 
majority of its Members to report out a bill. 

While the Committee should have little problem reporting out the bill on a 
straight party line vote, there are several moderate Republicans Members including 
Ranking Republican Senator Kassebaum,· our sole Republican cosponsor Senator 
Jeffords and Senator Durenberger. Of some interest, two Republicans serve 
concurrently on this Committee and the Finance Committee -- Sen(Jtors 
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Durenberger and Hatch. It is likely, however, that they will side with the Finance 
Committee on issues of substance and jurisdiction. 

Committees with Narrow Jurisdiction 

We will need to work which each of the Committees with narrower 
jurisdiction as the process unfolds, but in all likelihood, they will act on a more 
delayed schedule, waiting to see what superstructure their sections will fit into . 
.The referral in the House ·calls for committees· with limited referral to complete 
action within two weeks after the three lead committees report out a bill. In the 
Senate; Committees are likely to report out their own bills concurrently, or soon 

· after; the bills start being reported out of Labor and Finance.· 

Although we frequently think of the Judiciary, Governmental Affairs, and VA 
Committees, we cannot forget that there are many other Committees who will 
demand a role. We are currently, conducteing weekly interagency legislative 
meetings to coordinate our approach with these other committees. 

Committee Activities 

( Over the· last few wee.ks, Ira Magaziner, Hoger Altman and representatives 
of the White House Legislative Affairs staff have met with key moderate 
Democrats to open a dialogue on he(:ilth reform. They also are in the process of 
meeting with the commit!ee and subcommittee staffs to establish a positive 
·workif1g relationship for the corning weeks. Administration principals (Cabinet 
Secretaries or Senior White House Officials) and Legislative Affairs staff have been 
assigned to each of the targeted Members to serve as main contacts on health 
reform and to monitor their status. 

3. Influential Members Strategy: 

On the House side, we have identified a number of Democratic Members 
who do not serve on the primary Committees of jurisdiction but we view as 
important for our prospects in the House. These include caucus chairs such as 
Jose Serrano (Congressional Hispanic Caucus) and Dave McCurdy (Mainstream 
Forum and. DLC) and members who are keys to important state delega~ions such as 
John Murtha of Pennsylvania. It also includes members such as Dan Glickman 
who will be influential with other moderate Democratic Members. 

7 
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The most influential Members of the Senate serve on the Fiance and Labor 
Committees. However, among our priorities are several modera.te to conservative 
Members who do not serve on these committees and will be amongst the most 
difficult votes for us to hold including Senators Exon, Heflin, Kerrey and Lieberman. 

_ The non-committee Republicans include moderates who are strong prospects -- · 
Senators Cohen and Hatfield. It also lists Senators Bond and Bennett who are 
ta~ing an -active and influential role in Dole's Republican Health Care Task-Force. 
and are worth an outreach effort. 

We have also assigned administration principals and legislative affairs staff. 
to each of these Members and have offered them the opportunities for events here 
or in their district. Ira Magaziner and Roger Altman have been meeting with these 
members one-on-one over the last few weeks. Their assigned -administration 
principals are also to schedule face-to face meetings with them by the end of 
January. 

8 
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HOUSE COMMITTEE MEMBERS: 

WAYSAND MEANS: 

Pickle (TX) 
· Rangel (NY)* 
Ford (TN) 
Stark (CA)* 
Coyne (PA)* 
Andrews (TX) 
McDermott (WA) 
Klezcka (WI) 
Payne (VA) 
Hogland (NE) 
Neal (MA) 
Brewster (OK) 

ENERGYAND COMMERCE: 

Sharp (IN) 
Tauzin (LA) 
Richardson (NM)* 
Slattery (KS) 
Boucher (VA) 
Cooper'(TN) 
Rowland (GA) 
Lehman(CA) 
Pallone (NJ) 
Schenk (CA) 
Margolies~Mezvinsky (PA) 
Lambert (AR) 

EDUCATION AND LABOR: 

Miller (CA) 
Andrews (NJ) 
Roemer (IN) 
Green (TX) 
Klink (PA) 
English (AZ)* 
Strickland (OH)* 

. Baesler (KY) 

Appendix 5 

PRIORITY TARGETS (12/14/93) 

Thomas (CA) 
Grandy (lA) 
Houghton (NY) 

Bilarakis (FL) 
McMillan (NC) 
Upton (MI) 
Paxon (NY) 
Klug (WI) 
Greenwood (PA) 

Goodling (PA) 
Petri (WI). 
Roukema (NJ). 
Gunderson (WI) 
Molinari (NY) 
Miller (FL) 

* = Health Security Act Cosponsor 
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CONGRESSIONAL TIMETABLE 

As discussed earlier, the timetable for Cong.ressional_ action will be ambitious and 
create a great challenge for the Leadership and the Congress as a whole. Appendix 6 
provides an outline of a feasible schedule of Congressional legislative actions. Since the 
most important element of these actions will take place at the Committee and Leadership 

. level,· this section focuses primarily on this aspect of the process. 

Since jurisdiction is divided among several committees in both the House ·and the 
Senate, it will be necessary for different, and perhaps conflicting approaches to be 
stitched together before legislation is brought to the full House and Senate for a vote in 

· the spring. This process will require several weeks after the bill is reported from the 
committees. The process will require leadership both from the Administration and from 
Congressional leaders, but the Committees must also be permitted enough room to work 

·out issues independently, and to win a majority in ~ach committee. The Administration 
must avoid attempting to micro-manage at each Committee, while at the same time 
providing the technical support and prodding without which the process is likely to bog 
down. · 

In the Senate, Ma..jgrity Leader Mitchell has the authority· and responsibility to 
schedule the timing and substance of what is brought to the floor before the full Senate. 
lri so doing, he (working closely with the Administration, Chairman Moynihan and 
Chairman Kennedy, as well as -- hopefully -- Republican Leader Dole) must decide 

. wh~lt provisions will go into a Leadership amendment to the bill (S. 1757) pending on the 
Senate calendar. 

As of this writing, it is unclear whether the Finance Committee and the Labor and· 
Human Resources Committee will be able to work out an amicable agreement on a . -
division of jurisdictional responsibilities. Regardless, the advantage we have going in is 

·that the Majority Leader has very good working relationships with the two Committees and . 
will not hesitate to push the Chairmen and the Committees, to the degree necessary, to 
report out their versions of the legislation in a timely manner. 

Should there be an unacceptable delay in reporting out the bill, the Majority Leader 
can always call up the bill directly off the Senate calendar, amend the bill himself and call 
it up for Senate consideration. (Obviously, this would not be the most preferable action 
because it would bypass the Committee process and signal· a significant lack of 
consensus.) Under any scenario, when Senator Mitchell makes a unanimous consent 
motion to bring the bill up for floor consideration, it is extremely likely that some Member 
will object. As a result, a 60 vote cloture motion will be necessary for the Senate to take 
up the bill. 
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( In the House, the process will be managed by the leadership through the Rules 
Committee, which will determine what version goes to the floor, as well as the 
content and order of amendments that will be permitted on the floor. In the event 
that any one Committee is unable to report out a full version of the health care plan, 
'the version going to the floor could reflect the high water mark rather than the least 
common denominator, with the burden then on the opposition to muster a majority 
to amend the package. 

It would be ideal for the Committees to track each other closely, but if they are 
unwilling or unable to coordinate, the Rules Committee can still fashion a single new 
bill representing a negotiated agreement, if the leadership is willing to use the powers 
of the Rules Committee. Since the leadership has firm control over the Rules 
Committee, provided we maintain a majority in the full House, a bill could not be held 
hostage even if a problem develops in one or another committee. In .the event that 
a Committee is unable to muster a majority to report the bill to the floor, the Rules 
Committee could report out a rule that would discharge the Committee from further 
consideration and clear the bill'for floor consideration nonetheless. 

Since a rule only requires a majority of votes, not unanimous consent or a 
supermajority, even substantial opposition would not present an insurmountable 
obstacle to floor consideration. 

(. The process of reassembling a bill at the Rules Committee will involve many of 
·the most significant decisions and the Administration will want to play a substantial 
role in the negotiations. To preserve our ability to help shape ~he final product sent 
to the House floor, it would be preferable to avoid making unnecessary commitments 
during earljer cc;>mmittee consideration. It is inevitable that many issues will be 
revisited when the bills are stitched together again by the leadership at the Rules 
Committee. At ~he same. time, the Administration will need to provide· constant 
prodding to keep the process moving along, and on many occasions, we will need to 
help committees develop alternatives to keep the process moving along. 

Once the bills pass both Houses, the conference will represent another test for 
the Congress and the Administration. It is our expectation that the conference will 
last through the summer and through most of September. And, as is typical with the 
Congress, only the prospect of the end of the session and the pressure from Members 
desiring to ·adjourn to attend to reelection efforts will produce ·the conference 
agreement. 

·Our success in influencing the conference process will depend on the degree 
to which we were able to establish productive working relationships with the 
Committee Chairmen and the Leadership earlier in the legislative process. To the 
degree this occurs, the Chairmen will call on us to referee conflicting opinions and 
positions. It will also open the door for us to put pressure on the conferees to 

( conclude the agreement prior to Congress going out of session. 
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Appendix 1 
Health Security Act - House Cosponsors 

· 1. Gephardt, Richard (D- MO) 
2. Bonior, David (D - MI) 
3. Hoyer,Steny (D- MD) 
4. Fazio, Vie (D-CA) 
5. Kennelly, Barbara (D- CT) 
6. Lewis, John (D - GA) 
7. Richardson, Bill (D- NH) 
8. Dingell, John (D - Ml) 
9. Rostenkowski, Dan (D - IL) 
10. Ford, Bill (D- MI) 
11. Waxman, Henry (D- CA) 
12. Collins, Cardiss (D- IL) 
13. Stark, Pete (D-CA) 
14. Williams, Pat (D- MT) 

"15. Clay, Bill (D- MO) 
16. Brooks, Jack (D - TX) 
17. Moakley, Joe (D- MA) 
18. Abercrombie, Neil (D- HI) 
19. Ackerman, Gary (D- NY). 
20. Andrews, Thomas (D- ME) 
21. Barett, Thomas (D - WI) 
22. Berman, Howard (D - CA) 
23. Bilbray, James (D- NV) 
24. Blackwell, Lucien (D- PA) 
25. Borski,Robert (D- PA) 
26. Brown, George (D - CA) 
27. Brown, Corrine (D :- FL) 
28. Cardin, Benjamin (D - MD) 
29. Clyburn, James (D- SC) 
30. Coyne, William (D- PA) 

· 31. de Lugo·, Ron (D- VI) . 
32. DeLauro, Rosa (D - CT) 
33. Deutsch, Peter (D- FL) 
34.Dicks, Norman (D- WA) 
35. Dixon, Julian (D - CA) 
36. Durbin, Richard (D- IL) 
37. Edwards, Don (D-CA) 
38. Engel, Eliot (D- NY) 
39. English, Karan (D- AZ) 
40. Eshoo, Anna ( D - CA) 
41. Faleomavaega, Erii (D - AS) 
42. Filner, Bob (D - CA) 
43. Fiake, Floyd (D- NY) 
44. Foglietta, Thomas (D- PA) 
45. Frank, Barney (D" MA) 
46. Gejderison, Sam (D - CT) 
47. Gibbons, Sam (D- FL) 
48. Hastings, Alcee (D- FL) 
49. Hilliard, Earl (D- AL) 
50. Hinchey, Maurice (D- NY) 
51. Johnson, Eddie B. (D - TX) 

52. Johnston, Harry (D- FL) 
53. Kanjorski, Paul (D- PA) 
54. Kreidler, Mike (D - WA) 
55. LaFalce, John (D- NY) 
56. Lantos, Tom (D- CA) 
57. Levin, Sander (D- MI) 
58. Long, Jill (D-IN) 
59. Martinez, Matthew (D-CA) 
60. Matsui, Robert (D-CA) 
61. McKinney, Cynthia (D- GA) 
62. Meek, Carrie (D - FL) 
63. Minge, David (D - MN) 
64. Mink, Patsy (D - HI) 
65. Murphy, Austin (D- PA) 
66. Murtha, John (D- PA) 
67. Norton, Eleanor (D- DC) 
68. Oberstar, James (D ~ MN) 

. 69. Obey, David (D- WI) 
70. Owens, Major R. (D - NY) 
71. Pastor, Ed (D - AZ) . 
72. Payne, Donald (D - NJ) 
73. Rahall, Nick (D- WV) . 
74. Rangel, Charles (D- NY) 
75. Reynolds, Mel (D- IL) 
76. Romero-Barcelo, Carlos (D- PR) . 
77. Rush, Bob (D- IL) 
78. Sabo, Martin (D- MN) 
79. Sawyer, Thomas (D- OH) 
80. Scott, Robert (D- VA) 
81. Serrano, Jose (D - NY) 
82. Shepherd, Karen (D - UT) 
83. Skaggs, David (D- CO) 
84: Slaughter, Louise (D - NY) 
85. Smith, Neal (D - IA) 
86. Stokes, Louis (D- OH) 
87. Strickland, Ted (D-OH) 
88. Studds, Gerry (D - MA) 
89. Swift, AI (D :- WA) · 
90. Synar, Mike (D- OK) 
91. Thornton, Ray (D - AR) 
92. Thurman, Karen (D- FL) 
93. Traficant, James (D-OH) 
94. Underwood, Robert (D - GU) 
95. Unsoeld, Jolene (D - W A) 
96. Vento, Bruce (D- MN) 
97. Watt, Melvin (D- NC) 
98. Wheat, Alan (D - MO) 
99. Wise, Robert (D - WV) 
100. Yates, Sidney (D- IL) 
10 1. Swett, Dick (D - NH) 
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Health Security Act- Senate Cosponsors 

Daniel Akaka (HI) 
tyrax Baucus (MT) 
Barbara Boxer (CA) 

. Dale Bumpers (AR) 
Ben Nighthorse Campbell (CO) 
Kent Conrad (ND) 
Tom Daschle (SD) 
Christopher Dodd (CT) 
Diane Feinstein (CA) 
John Glenn (OH) 
Bob Graham (FL) 
Tom Harkin (IA) 
Daneiel Inouye (HI) 
Jim Jeffords (VT) 
Edward Kennedy (MA) . 

. Patrick Leahy (VT) 
Carl Levin (MI) 
Harlan Mathews (TN) 
Howard Metzenbaum (OH) 
Barbara Mikulski (MD) 
Carol Moseley-Braun (IL) 
Daniel Patrick Moynihan (NY) 
Patty Murray (W A) 
Claiborne Pell (RI) 
David Pryor (AR) 
Harry Reid (NV) 
Donald Riegle (MI) 
Jay Rockefeller (WV) 
Paul Simon (IL) 
Harris Wofford (PA) 

Total: 31 
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Appendix 2 

COMMITTEE REFERRALS OF THE HEALTH SECURITY ACT 

House: 

EnergY" and Commerce 
Ways and Means 
Education and Labor 
Armed Services 
Veterans' Affairs 
Post Office and Civil Service 
Natural Resources 
Judiciary 
Rules 
Government Operations 

Senate:* 

Finance . 
Labor and Human Resources 
Armed Services 
Veterans' Affairs 
Government Affairs 
Indian Affairs 
Judiciary 

* (Because of the jurisdictional dispute all of the health reform bills introduced in the Senate have 
been referred directly to the Calendar rather than to the Committees. However all these 
committees can be expected to report out intiatives within their jurisdiction.] 
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( Appendix 3 

HOUSE COMMITTEES OF PRIMARY JURISDICITION 

Energy and Commerce Committee 

Democrats (27): 

John Dingell, Ml_ (Chair)* 
Heriry Waxman, CA * 
Philp Sharp, IN 
Edward Markey, MA 
AI Swift, WA * 
Card iss Collins, IL * 
Mike Synar, OK* 
W.J. Tauzin, LA . 
Ron Wyden, OR 
Ralph Hall, TX 
Bill Richardson, NM * 
Jim Slattery, KS 
John Bryant, TX 
Rick Boucher, VA 
Jim Cooper, TN 
J. Roy Rowland, GA 

· Thomas Manton, NY 
Edolphus Towns, NY 
Gerry Studds, MA * · 
Richard Lehman, CA 
Frank Pallone Jr., NJ 
Craig Washington, TX 
Lynn Schenk, CA 
Sherrod Brown, OH 

_ Mike Kriedler, WA * 
. Marjorie Margolies-Mezvinsky, PA 
Blanche Lambert, AR 

* = Health Security Act cosponsor 

. Republicans (14): 

Carlos Moorhead, CA 
Thomas Bliley, VA 
Jack Fields, TX 
Michael Oxley, OH 
Michael Bilarakis. FL 
Dan Schaefer, CO 
Joe Barton, TX 
J. Alex McMillan, NC 
Dennis Hastert, OH 
Fred Upton, Ml 
Cliff Stearns, FL 
Bill Paxon, NY 
Paul Gillmor, OH 
Scott Kll.Jg, WI 
Gary Franks, CT 
James Greenwood, PA 
Mike Crapo, ID 
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Ways and Means Committee 

Democrats (24): 

Dan Rostenkowski, IL (Chair)* 
Sam Gibbons, FL * 
J.J. Pickle, TX 
Charles Rangel, NY* 
Fortney "Pete" Stark, CA * 
Andrew Jacobs, IN 
Harold Ford, TN 
Robert Matsui, CA * 
Barbara Kennelly, CT* 
William Coyne, PA * 
Michael Andrews, TX 
Sander Levin, Ml * 

. Benjamin Cardin, MD* 
Jim McDermott, WA 
Gerald Kelczka, WI 
John Lewis, GA * 
Lewis Payne Jr., VA 
Richard Neal, MA · 
Peter Hoagland, NE 

. Michel McNulty, NY 
Mike Kopetski, OR 
William Jefferson, LA· 
Bill Brewster, OK 
Mel Reynolds, IL * 

* = Health Security Act cosponsor 

Republicans (14): 

Bill Archer, TX 
Philip Crane, IL · · 

I 

William Thomas, CA · 
E. Clay Shaw, FL 
Don Sundquist, TN 
Nancy Johnson, CT 

· Jim Bunning, KY 
Fred Grandy, lA 
Amo Houghton, NY 
Wally Herger, CA 
Jim McCrery, LA. 
Mel Hancock, MO 
Rick Santorum, PA 

·David Camp, Ml 
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Education and labor Committee . 

Democrats (27): 

William Ford, Ml (Chair)* 
William Clay, MO * 
George Miller, CA 

. Austin Murphy, P~ * 
Dale Kildee, Ml 
Pat Williams, MT* · 
·Matthew Martinez, CA * 
Major Owens, NY* 
Thomas Sawyer, OH* 
Jolene Unsoeld, WA * 
Patsy Mink, HI* 
Robert Andrews, NJ 
John Reed, Rl 
Timothy Roemer, IN 

-Eliot Engel, NY* 
Xavier _Becerra, CA 
Robert Scott, VA* 
Gene Green, TX 
Lynn Woolsey, CA 
Carlos Romero-Barcelo, PR * 
Ron Klink, PA 
Karan English, AZ * 
Ted Strickland, OH * 
Ron delugo, VI* 
Eni Faleomavaega, AS*. 
Scotty Baesler; KY 

* = Health Security Act cosponsor 

Republicans (15): 

William Goodling, PA · 
Thomas Petri, WI 
Marge Roukema, ·NJ 
Steve Gunderson, WI 
Richard Arm~y, TX 
Harris Fawell, IL 
Cass Ballenger, NC 
su·san Molinari, NY 
Bill Barrett, NE 
John Boehner, OH 

· Duke Cunningham, CA 
Peter Hoekstra, Ml 
Buck McKeon, CA 
Dan Miller, FL 
(vacancy) 
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SENATE COMMITTEES OF PRIMARY JURISDICTION 

· Finance Committee 

Democrats (11 ): 

Daniel Patrick Moynihan, NY (Chair)* 
Max Baucus, MT* 

· David Boren, OK 
.Bill Bradley, NJ 
George Mitchell~ ME*· 
David Pryor, AR * 
Jay Rockefeller, WV* 
Thomas Daschle, so* 
John Breaux, LA 
Kent Conrad, NO* 

Republicans (9): 

Bob Packwood, OR 
Robert Dole, KS 
William Roth, DE 
John Danforth, MO 
John Chafee, Rl . 
Dave Durenberger, MN 
Charles Grassley, lA 
Orrin Hatch, UT 

· Malcolm Wallop, WY 

Labor and Human Resources Committee· 

Democrats (1 0): 

Edward Kennedy, MA (Chair)* 
Claiborne Pell, Rl * 
Howard Metzenbaum, OH * 
Christopher Dodd, CT* 
Paul Simon, IL * 

. Tom Harkin, lA * 
Barbara Mikulski, MD* 
Jeff Bingaman, NM 

. Paul Wellstone, MN 
Harris Wofford, PA * 

* = Health Security Act cosponsor 

Republicans (7): 

Nancy Kassebaum, KS 
James Jeffords, VT* 
Dan Coats, IN 

. ·Judd Gregg, NH 
Strom Thurmond, SC 
Orrin Hatch, UT 
Dave Durenberger, MN 
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( Appendix 4 

PROFILES OF KEY SWING COMMITTEE MEMBERS 

HOUSE COMMITTE-ES 

Energy and Commerce Committee 

DEMOCRATS: 

CONGRESSMAN RICK BOUCHER (O-VA): Congressman Boucher is a lawyer and 
former McGovern advance man with one of the most liberal voting records in the 
Virginia delegation. He is unyielding in his opposition to the tobacco excise tax. On 
the Energy and Commerce Committee, Boucher played an important role as a 
member of the .. group of nineu in the 1 OOth Congress - a caucus of moderate-to.:... 
conservative Democrats who tried to· end a Clean Air stalemate between pro_;_ industry 
and environmental factions. Boucher also serves on the Judiciary Committee and is a 
member of the Rural Health Care Coalition and the Mainstream Fo_rum .. 

· On health care matters, Boucher will be concerned about black lung disease as well 
as tobacco. He has voted pro-choice. 

CONGRESSMAN JIM COOPER (0-TN): Congressman Cooper is using the press he 
is gaining on health care as a spring board to his run for the Senate. In last week's 

· profile. TIME magazine described Cooper's reaction to attacks on his plan by the 
White House: 11he's relishing every minute of it. 11 Cooper considers the employer 
mandate the· most controversial element of the plan - ua clumsy and expensive way of 
achieving universal coverage.~~ He contends that by knocking down the barriers that 
block poor and sick people from obtaining health insurance, his plan would come close 
to universal coverage leaving as 11fewu as six million uninsured. His pursuit of his own 
plan and stated search for common ground is consistent with his history as a Member 
who has been instrumental in forging compromises on the Energy and Commerce 
Committee. 

·Recent Developments: December 2 USA Today: Regarding Ira's speech to the 
Chamber of Commerce and offer of compromise, lilt's a continuation of their past 
policy of wanting to discuss options with everyone. You'll see continued discussion , 
among the White House, Chafee, and Cooper.~~ 
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·. ( In the December 3 Wall Street Journal article about Cooper he said: "All our bills are 
.first co~sins ... This really is a battle between the Old Democrat and the New 
Democrat - whether you believe the philosophy of entitlement or the philosophy of 
empowerment ... I do like to fight for what I beli~ve in. I'm not ashamed to eat crow." 

·In a December 14 New York· Times squib about universal coverage, Cooper 
·.complains: "There are 20 other dividing lines they could have chosen." 

CONGRESSMAN RALPH HALL (0-IX): Congressman Hall's voting record reflects 
the rural area he represents .. Fiscally conservative, he often votes·with the 
Republicans, a5 he has done this year in voting against the Administration on all three 

. economic policy yates. He ·sits on the Health Subcommittee and has been targeted by 
the health insurance industry. · 

Hall is a member ofthe Rural Health Care Coalition and is opposed to employer 
mandates and cost controls on providers. He is also anti-choice. Hall is sympathetic 
to physician concerns and supports improvements in organ transplantation. He is 
close to Chairman Ding ell. While it is highly unlikely that Hall will vote for the final 
package; he might be persuaded to vote for it in committee to get it to the floor. 

CONGRESSMAN JIM SLATTERY (O-KS): Congressman Slattery is a moderate to 
conservative Democrat who has been willing to buck the leadership in order to reduce 
the budget deficit. As a candidate for governor in 1994 and member of both Energy 
and Commerce and the Veterans' Committee, Slattery's interest in health care 
combines both his present federal and hoped for future state role. He is also a 
member of the Rural Health Care Coalition and the Mainstream Forum. In the 1 OOth · 
Congress, he was part of the committee's "group of nine" on the Clean Air Act. 
Slattery often works together with Representative Glickman and Long and moderate 
conservatives look to him for leadership. · · 

Health care is one issue on which Slattery has indicated a willingness to spend more 
federal dollars. He has sponsored or cosponsored bills to expand Medicaid coverage 
to poor children, to improve rural access to health care, and to improve the availability 
and affordabilityof health insurance for small businesses. In the current health care 

· reform debate, Congressman Slattery is concerned about states and state flexibility, 
especially with respect to cost containment. He believes the mandate for small 
business is excessive. He is also very concerned about a payroll tax. Slattery has 
suggested limiting the deduction for tobacco advertising. While he wants to support 
the Administration on health care reform, he is strongly anti-choice and might oppose 
the final package if reproductive rights are included. 
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( ·Slattery told the AP following the President's speech: "I want to give the President a 
lot of credit for tackling what I consider the most complex domestic problem we have 
faced in 50 years." He was specifically interested in funding.- He told the Kansas 
Eagle: ''It's going to need more changes , ... to make it fit Kansas."· 

Recent Developments: The ·washington Times reported on October 16 that Reps . 
. Slattery and Cooper were working on a plan that would allow women to purchase 
supplemental insurance for abortion services at a minimal price. 

Slattery told Newsday on October 31: · "It's vital the government be candid with the 
American public about how far th_~ Clinton plan can go ... we are not going to solve 
this problem ... because we're all going to die." 

CONGRESSMAN BOY ROWLAND (0-GA): Congressman Rowland is a key player 
. on health. care reform not only because he is a physician and respected. southern 
Democrat, but' because he will be a point person for veterans, rural areas, and small 
business. -chairman Dingell and Rep. Waxman rely on Rowland's credibility and as a 
go-between for committee moderates and liberals. Rowland is also close to Rep. 
John Lewis. 

Rowland is concerned about financing the .plan and is opposed to mandates. After the 
President's speech he told The ABacita Constitution, "(The President) talked about a lot 
of things that I agree with. But I'm uneasy about creating another large federal 
program' when we don't have a way to pay for 'it and it could be worse than what we 
have now." He is a strong supporter of preventive health care for children and high- • 
risk mothers. In past legislation, he has authored "anti-hassle" bill to reduce Medicare 
red tape. 

Recent Developments: Rowland told the AP on November 18 that Congress should 
not take the package apart. "I. believe this issue should be tackled in whole." The 
next day, after introduction ot his Community Health Improvement Act, he signalled a 
possibly different approach when he told the Atlanta Constitution: . "I think part of the 
health· care system needs fixing and part of it is working pretty good." 

CONGRESSMAN W.J. "BILLY" TAUZIN (0-LA): Congressman Tauzin is a Cooper-:
Grandy cosponsor. He is known as a coalition builder on the Energy and Commerce 
Committee, most notably forging a compromise that facilitated the passage of the 
Clean Air Act. On issues not related to gas and oil, he is often a key swing vote, 
reluctant to take sides early on and eager to negotiate. He has been targeted by the 
health insurance industry. 
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. ( On health care issues, the Congressman is very concerned about the cost of 
prescription drugs for Medicare and Social Security beneficiaries. He notes that 
estimates indicate 30-35% of Louisianans are uninsured, ·and is concerned about 

. rationing. Tauzin is protective of small business employees, and will likely oppose an 
employer mandate. He favors tort reform but is opposed to coverage of abortion in 
the plan. 

ftecent Developments: Speaking about the Cooper-Grandy bill, he told the ~ 
Orleans Times-Picayune on October 7: I think it's pretty fundamental that you keep it · 
as close to the private sector as possible. If you go the route of the. Clinton · 
Administration, you're talking bigger government and more bureaucracy, which· ought 
to be the last thing on our minds." · · · 

REPUBLICANS: 

CONGRESSMAN JIM GREENWOOD (8-PA): A former social worker who dealt with 
children, Freshman Congressman Greenwood campaigned for creating a health care 
system. He is concerned about rural coverage and small business subsidies. and 
about the employer mandates. 

· Recent Developments: In a November meeting with Jack Lew, Greenwood ' 
questioned the way the premium cap would work in the first three years, believing it · 
looked to him like a total of 15%. He feels there are unrealistically tight constraints in 
the first three years. He wants to continue to discuss the issue with the administration 
during the break. 

CONGRESSMAN J. DENNIS HASTERT (R-IL): Congressman Hastert was selected 
by House Minority Leader Michel to be his point person on health care reforni. A 
fellow Illinoisan, Hastert's appointment was a surprise, considering that he is· only in 
his fourth term in the House and his second term on the ·Energy and Commerce 
Committee. Congressman Hastert is generally not known to be a mover and shaker 
in the House or in health care reform. However, he does seem to reflect the "Michel 
style" of House Republican. While Hastert is a staunch conservative, he is willing to 
offer proposals and be a part of the process. On health care; however, he seems to 
be taking a fairly hardline approach. 

Con~ressman Hastert has sponsored his own "Health Care Choice and Access 
Improvement Act"· (HR 150), which would reform the small group insurance market, 
increase the tax deductibility for the self-employed, and allow employers to establish 
tax-free Medi-Save accounts. · 
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( .· Congressman Hastert was pleased with and appreciative of the early briefings by Ira 
and other members of the working groups to Republican members. He has spoken 
about the need to hold costs down and to open up access. He has indicated a desire 
to be helpful. 

Recent Developments: Hastert told Reuters on October 4 that the Clinton plan 
establishes a huge new government agency with more than 50,000 bureaucrats at the 
federal .level alone. "Goverment will define your benefits, decide what new medicines 
and new technologies you can have, and will attempt to control the prices you pay. 

· Another government-run agency like the IRS is not what Americans Want." He said 
Republicans " cannot sign onto a plan we know is flawed just for the sake of 
appearing bipartisan .. I hope the White House will not choose the path of 
confrontation." 

On October 21 he cosigned the letter to the President regarding SBA involvement in 
health. care reform. -

CONGRESSMAN SCOTT KLUG (8-WI): Congressman Klug is a Cooper-Gran~y 
cosponsor and a new member of the Energy and Commerce Committee. He is also 
part of the Tuesday Group, and previously served on the Select Committee on 
Children and Education and Labor. In comments to AP after the President's speech 
Klug had two concerns: small business and the National Health Board. He is· a rural .· 
health advocate and has called for early intervention programs for at-risk children .. 

Recent Developments: Rep. Klug cosigned the letter regarding SBA involvement in 
health care reform. 

CONGRESSMAN FRED UPTON (R-MI): Serving his fourth term in the House, 
Congressman Upton is a protege of former Budget Director Stockman. Upton is a 
member of the Energy and Commerce Committee and the Wednesday Group. He is 
known to listen closely to local groups. 

Upton is .concerned about rural coverage, malpractice, and financing of the. 
administration plan. Upton supports abortion to save the life of the mother and in 
cases of rape or incest. 

.Recent Developments: On November 5 Upton told the Washington Post that he was 
worried that "if the auto companies were forced to lay off people, our money (in 

·Michigan) could easily run out with a quarter (of the year) left, thus stranding families · 
that needed care." He said that possibility, as raised in health insurance ads, seemed 
. all too real to him. 
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( Ways and Means Committee 

DEMOCRATS: 

CONGRESSMAN MICHAEL ANDREWS (0-IX): Congressman Andrews is 
considering making a statement in support of universal coverage. He sees himself as 
providing balance on the Committee as Stark moves closer to single. player. ··He is 
close to Chairman Rostenkowski, as well as Secretary Bentsen and Rep: Stenholm. 
Andrews is viewed a bellwether for his delegation, He recently announced his 
intention to run ·for the Senate in 1994. 

·. . . 

Andrews is a new member of the Health Subcommittee and a supporter of managed 
competition. He supports a tax cap on ben~fits and the use of the tobacco tax to fund 
health care reform. He is· nervous about the potential power of the alliances and cost 
controls and the impact they might have on managed competition .. ·He is also worried 
about too much government intrusion. Andrews's other concerns include children, · 
immunization, low-income women, and rural areas. Congressman Andrews district is 

·known as the health capitol of the world. He is close to the Texas AMA. 

Andrews' vote is a long-shot but women's groups could help as he is indebted to 
them for their help in his last election. · 

( Rec~nt _ _Developments: At a November meeting with Jack Lew and Ira, he stated he 
wanted the DLC and the Chafee discussion group to make statements supporting 
universal coverage. He was puzzled by the attacks on Cooper because he believes. 
we have to work on those in the middle-of-the-road. He wants to help us understand 
their concerns. Andrews believes tort reform is as important to the Republicans as the . 
alliance strcuture. 

CONGRESSMAN BILL BREWSTER (0-0K): Congressman Brewster is a 
conservative and a member of both the Mainstream Forum and the Conservative . 

·Democratic Forum. He is close to Reps. MontgomerY, Peterson, and Stehholm. 

A licensed pharmacist, he is one of five health professionals in the Congress. 
Congressman Brewster is concerned about the ongoing funding for health reform. He 
believes the revenue base must be strong and permanent, and he wonders whether 
sin taxes will be sufficient. He will be a strong supporter of rural health reform and 
primary care. In addition, he urges that the President's plan endorse utilization review. · 
Brewster likes globEil budgets. Although he supports universal coverage and reducing 
the costs to many small businesses, problem areas for him will be health alliances if 
they are not always available and if they reduce residents options because of costs. 
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( Recent Developments: After the President's speech, Brewster said: "If this bill is 
done incorrectly, this country will suffer. It has to be a balanced approach. As the old 
saying goes, the devil is inthe details." 

CONGRESSMAN LEWIS PAYNE (O-VA): Congressman Payne n3presents Southern 
Virginia where his constituents include several thousand tobacco farmers. He is very 
conservative and is a member of the Conservative Democratic Forum, the Rural 
Health Care Coalition, and the Mainstream Forum. 

. He is a consistent supporter of abortion rights and civil rights but voted against a 
· minimum wage increase and the Family and Medical Le~ve Act. If he supports the 

President, tie will do so on his own and not due to pressure from the Chairman or the 
Leadership. 

REPUBLICANS: 

CONGRESSMAN FRED GRANDY (R-IA): Congressman Grandy, who is challenging 
. his party's governor in 1994: has been considered one of the ablest of the younger 
generation of House Republicans. He is, of course, pushing his own plan and 
believes the philosophical debate will be between Democrats_ emphasizing security 
and Republicans emphasizing choice. He states his goals as universal access and 
cost containment. Grandy left the Education and Labor Committee to serve on Ways 

· -and Means. He calls himself a "knee-jerk moderate." Although Grandy voted against 
Family and Medical Leave, he remains a White House target on health care. 

Grandy-is a member of the Health Subcommittee. He is -regularly allied with business 
and against labor interests. He has expressed concern about the need for increased 
funding for immunizations. He believes too much money is spent in the last months of 
life and is concerned about coverage for self-employed individuals. He is an abortion 
opponent.· 

Recent Developments: On November 5 Grandy said: "I've got to believe that if 
Leon Panetta were still chairman of the Budget Committee, he'd call time out at this 
point. We've passed the point of believing the numbers. It's the assumptions we're 
contending with now. I don't have any problem with Americans paying more for health 
care. It's not a question of 40% or 30% or 35%, it's this tendency (by the White · 
House) to over-promise and ultimately under-deliver." 

In the November 22 New Republic he said: "The more they beat up on Cooper, the 
more they help him." 
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( CONGRESSMAN AMO HOUGHTON (R-NY): Congressman Houghton is a new 
member of the Ways and Means Committee and a 'Cooper-Grandy co-sponsor .. He 
is one of the few House members to vote against repeal of catastrophic. His core 
issues are the burden on business, rural coverage, primary care, and what happens to 
those who cross state lines for medical care. 

Recent Developments: Houghton is meeting regularly with Ira to discuss the 
substance of the bill. 

CONGRESSWOMAN NANCY JOHNSON (B-CD - Congresswoman Nancy Johnson 
is a moderate Republican who can also be angrily partisan. While she wants to be a . 
player in health care and is a Cooper-Grandy cosponsor, she is a high maintenance 
member and time spent with her will not guarantee her help. Johnson is attending the 
bipartisan meetings attempting to map out a "centrist" health plan. The Congressional 
Quarterly has called her "the most change oriented of the Republicans" because of 
her .having introduced 110ne of the first major bills to overhaul the insurance system 
.and encourage streamlining of government and of paperwork." 

Johnson's husband is an oncologist, and she has said repeatedly that doctors are not 
the cause of the country's health care ills. She questions the costs and bureaucracy 
of the Health Security Act. She is· particularly worried that the plan could be painful to 
Connecticut's economy. Health care restructuring .there has already led to mergers, 

. cutbacks, ·and job losses. In 1990 Connecticut ranked eighth in the nation in the 
percentage of its workers employed in health services. 

With her seat on the Health Subcommittee, she has focused on Medicare, health, and 
child care. Johnson is a strong supporter of outcomes research. She does not see 
insurance reform as the key to costcontrol and believes that cost controls in the 
private sector are more advanced than in the government. She also has expressed 
worry that alliances would be too big. Johnson has stated that she is very 
discouraged about abortion coverage and that "the problem is not the Republicans' 
fault. The Democrats are very divided on the issue." 

Recent Developments: Johnson cosigned the letter on the Access Initiative~ On 
October 27 she talked about the employer mandate: "Not only is this a new burden at 
this time for our economy but it's an open-elided burden which has ramifications for 
small employers in Connecticut." · 
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( Education and Labor Committee 

DEMOCRATS: 

CONGRESSMAN ROBERT E. ANDREWS (D~NJ): Congressman Andrews believes 
that for the first time in considering health care reform we can get beyond the special 
interest groups. · While portrayed as adamantly opposed to new taxes, his staff told 
Secretary Reich in November that Andrews could support the Health Security Act 
provided that someone explained the final budget numbers to him. Andrews will be 
influenced by Chairman Ford, organized labor and possibly Governor Florio's defeat. 

Andrews's district includes both Prudential and pharmaceutical companies and he is 
likely to be sensitive to their concerns. 
At a May meeting with Chris Jennings, Andrews. advocated orienting the message 
toward those with health in~urance. He thinks the. cost issue is driving the debate. 
His main point is that the message be simple. He believes it will be difficult to sell but 

. he wants to be helpful. · 

. . 
CONGRESSMAN GENE GREEN (D-IX): Congressman Green is a fre~hman and a 
member of the Mainstream Forum. A lawyer, he represents largely working class 

_neighborhoods of Houston. · He serves on both Education and Labor and Merchant· 
Marine and Fisheries. 

He has changed his opinion on abortion and is now pro-choice. He is concerned 
about preventive medicine and pediatrics. 

Recent Developments: Green cosigned the letter to the President regarding 
Medicare and medicaid cuts. 

REPUBLICANS: 

CONGRESSMAN STEVE GUNDERSON (R-WI): Congressman Gunderson is a 
Cooper-Grandy co-sponsor who serves on the House Republican Task Force on · 
Health and is a member of the Wednesday Group. After the President's speech. 
Gunderson questioned some aspects of the plan but said: "there's no doubt in my 
mind that this is the beginning of a bipartisan process toward enactment of a 
comprehensive solution." Gunderson also noted that the plan contains provision of a 
rural health reform bill he introduced in January, such as 100 % deductibility of the 
cost of health insurance premiums for the self-employed. 
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( On health care issues, Gunderson is worried that managed competition could fail rural 
areas becauseof the lack of sufficient medical resources. He questions the 
bureaucracy in the Health Security Act and the plan's impact on small business. He is 
also concerned about emergency services with waivers and outpatient clinics. 

Recent Developments: Rep; Gunderson cosigned the letter regarding Medicare and 
Medicaid cuts. About possible cosponsorship, he told the Congressional Quarterly in 
November: "Even if you are a Democrat who wants to help the administration, why 
sponsor a bill with an employer mandate when the Senate might strip it out? I told her 
(the First lady) that the problem with a Republican signing on is that it would mean 
taking myself out ofthe legislative negotiations. 'You don't want me to cosponsor it 
now, you want me at the end."' 
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( SENATE COMMITTEES 

Finance Committee 

DEMOCRATS: 

SENATOR DAVID BOREN (0-0K) - Senator Boren's initial reactions on health care 
have been cautious - applauding the effort and worried about financing. Like virtually 
every member of the Finance Committee, Senator Boren considers himself to be a 

· strong supporter of rural health and small business issues. Boren also supports state 
· flexibility within the context of any health reform proposal. He is worried about the 
employer mandate. Boren has been a member of the bipartisan group seeking to 
map out a single "centrist" health plan. The health insurance industry has targeted 
Senator Boren. 

Recent Developments: In an October 1 op ed piece in the New York Times co
authored by Senator Danforth, Boren wrote: "Clinton cannot succeed as a centrist if 
the Administration continues to follow a 'democrat only' strategy ... Health care may be 
Mr. Clinton's greatest opportunity for bipartisanship. There is much on which 
Republicans and Democrats agree, ie: Americans deserve health care security; costs 
cannot grow at three times the rate of inflation; universar coverage. And we agree on 
some solutions: insurance market reform; managed competition and purchasing 
cooperatives." 

SENATOR JOHN BREAUX (D-LA)- Senator Breaux was not overly active in health. 
care issues until joining Senator Boren to sponsor the Senate companion bill to the 
Cooper/Conservative Democratic Forum's managed competition initiative. Being a . 
. sponsor ofa bill that is now being characterized by many in the media as being in the 
"center" of the debate is very appealing to his desires of ·being a major "player" in the 
health care debate. He wants to be one of the primary dealmakers in this debate and 
he strongly believes he can deliver a number of votes beyond himself. 

While being a cosponsor of the Senate version of the Cooper bill, Senator Breaux is· 
not completely comfortable with every aspect of it. For example, he remains 
concerned about its ability to adequately respond to rural health needs. 

Recent Developments: In a mid-November meeting with Ira, Steve Ricchetti, and 
Chris Jennings, Breaux offered to help work with moderate-conservative Democrats. 
He stated (though later in the day retracted) his desire to get the CDF Democrats to . . 

sign off on the concept that universal coverage had to be guaranteed in whatever 
legislation was enacted by the Congress. (All aiOnQ it has been clear that his major 
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stumbling :block would NOT be this issue or the issue of mandates; rather, his major 
concern .is and will be cost containment and premium caps, as well as size and 
structure of alliances). 

During the meeting, Breaux complained that the White House is "out there savaging 
the Cooper plan all over the country, and the attack is hurting me too." Breaux has 
repeatedly called the Health Security Act a "gumbo" and criticized it for its reliance on 
government regulation to control costs. · 

On December 4 he told the washington Post: 'The question we must now work on, 
and we are working on, is how and when do we get there (universal coverage). He 
stated his.belief that a phased-in schedule for universal coverage could be a workable 
compromise. 

REPUBLICANS: 

SENATOR JOHN CHAEEE (R-BI) - Senator Chafee has been both temperate in his 
criticism and firm in his desire to move forward on health care reform in this Congress. 
Chafee comes to this debate with residual feelings that if not for Presidential and 
partisan politics in the last Congress, there was enough consensus between his and 
many Democrats' bills to move forward on health reform. He is working with 

( conservative Democrats to shape a compromise. 

Recent Developments: Chafee told the New York Times on November 13 that while 
he would try to get everyone covered by requiring individuals to buy insurance, that 
approach. has the problem of the specter of the IRS. He said that to enforce the 
mandate on individuals "you will have to show- on your tax return that you have health 
insurance." 

In the November 16 Washington Times he said of the possibility of a national cap on 
health spending, it is "less of an anathema to me ... maybe if nothing else works that's 
the way you've got to go." 

SENATOR JOHN DANFORTH (B-MO)- It is not yet clear how Senator Danforth's 
decision to retire will affect h·is ultimate decision of health care reform. He has, 
however, been consistent in seeking a bipartisan approach and telling the New York 
Times: "There are points of disagreement, but it's easy to overemphasize them." He 
is part ·of the bipartisan group trying to shape a "centrist" plan .. Despite admonitions 
from his staff and other Republicans, Danforth is an advocate of imposing strong 
federal/state caps on health spending. He also believes that to do so would require . 
explicit rationing. · 

12 

CLINTON LIBRARY PHOTOCOPY 
( 



(. The Senator has been vocal in opposing the possibility of new taxes for health care 
reform. He believes that universal coverage is important, but that it should be phased· 
in. He believes the tax cap should apply to both employees and 'employers. 

Recent Developments: Also to the New York Times on October 31: "It is · 
bureaucratic. There are these massive health alliances." 
In the November 5 Washington Post he suggested that the costs of th_e plan would be · 
shaved by making the benefits less generous. 

At Monday's conference Danforth stated:. "Entitlements cannot be controlled by health 
care reform alone." 

SENATOR BOB DOLE (R-KS) - The· Minority Leader has continued to publicly 
balance criticism of the plan with a commitment to bipartisanship. While it is hard to 
dispute his September 24 statement to USA Today that health care would be "a long, 
long tortuous road," there appears to be building pressure on him to remain 
cooperative. Dole is very effective 'With two of our key Republicans - Senators 
Chafee and Kassebaum. His criticisms have focused specifically on the financing of 
the plan. 

Senator Dole has a strong interest in rural health and is currently Co~Chair of the 
. Senate Rural Health Caucus. Legislatively, he has supported initiatives to protect the 
viability of small rural hospitals as well as to expand civil rights protection and services 
tor the handicapped. His individual concerns include veterans, mental health 
coverage, and the· self-employed. 

Recent Developments: To 'the AP on December 4: "We have different ideas on how 
to make .it work. We don't like price controls, we don't like mandates on small. 
business people, we don't like these mandatory health alliances ... If I had to guess ... · · 
I would say that about in April of next year, there will be a new plan. it will be sort of 
a consensus plan: some of this plan, some of that plan ... some of the Clinton plan. 
And if that happens, we'll have braod, bipartisan support." On December 13, his Chief 

. of Staff, Shiela Burke, met with Ira, Steve, Chris, Melanne, and Greg. She Was very 
constructive, more positive than usual, and suggested that we continue our outreach. 
work with the Committees. 

A Robert Novak column on December 13 lamenting the GOP passiviity on health care 
said: "Dole is seen by his colleagues as moving inexorably toward cosponsorship with 
Senate Majorty Leader George Mitchell on a final compromise." 
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( SENATOR DAVE DURENBERGER (B-MN) - Senator Durenberger has been viewed 
as a possible ally on both Finance and Labor, especially given his close relationship 
with Senator Rockefeller. However, Durenberger's cosponsorship of the Cooper
Breaux bill and recent comments to Chris Jennings reflect his moving away from, 
rather than closer to, the Administration. · This is especially noteworthy because his 
public comments have indicated a willingness to seek consensus. 

He has raised questions about the employer mandate anc;j cost containment and is 
nervous about price controls. 

Recent ·Developments: On the turf battle between the two committees, Durenberger 
told the washington Post: "I'm a non-loser. I want to see both of them in there" 
working together. 
He told the Wall Street Journal on November 23: "We're for universal coverage, but 
not until you can satisfy the American, people that it can be·paid for." 

. . 

The Minneapolis Star Tribune reported in mid-November that Durenberger had been 
stunned when a citizens' jury preferred a single payer plan and rejected both his and 
Administration representatives. Durenberger's chief-of-staff said: "That experience ·. 
told us we've got to be able to explain in good, simple, clear language what managed 
competition is about, because people do not want a complicated system." · 

SENATOR BOB PACKWOOD (R-OB) - The situation witl) Senator Packwood is, at 
the very least, awkward. In addition to the serious ethics charges now being 
investigated, he has never been comfortable with the Republican leadership. During 
his re.Lelection campaign, Packwood singled out health care as an issue on which he 
was closer to then-Governor Clinton than his Democratic opponent. Packwood is a 
strong pro-choice advocate. He is. rare among Republicans, and even some 

· Democrats, in that he supports an employer mandate. · Packwood is concerned about 
the limits that the Administration says it would impose on small business subsidies and 
for low-income individuals to pay for their health coverage. 

Recent Developments: On December 6 Packwood told that New York Times that he 
blocked part of the bill from going to Labor and acknowledged that whatever emerges 
next year will not be one committee's product but a "collective bill." 
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Labor and Human Resources Committee 

DEMOCRAts: 
. . . . . 

SENATOR JEFF BINGAMAN (D-NM) - Senator Bingaman supports the managed 
competition model's focus on market adjustment of health care costs but has also 
supported an eventual cap on health care spending. He refused to endorse the plan 
following .the President's speech, saying he wanted to scrutinize it for its effect on New 
Mexico, particularly rural areas and small business. He would ·like to see additional 
individual responsibility build into the system and asked in September: .. Why does it 
not make. sense to maintain some kind of additonal cost for individual s who choose to 

· smoke or for employers with workforces that choose to smoke? .. 

· He .is a strong advocate of prevention and eliminating waste. He will be concerned 
about the effects of the package on small businesses. At Jamestown he felt that a 
payroll contribution of 7- 8 % was too high. Reportedly, Senator Bingaman was 
unhappy over our language change from 11 HIPC 11 to 11AIIiance;ll He feels 11 C00p~rc;itivesll 
are rural friendly. l.n his view, we should lead with cost containment. · 

REPUBLICANS: 

SENATOR NANCY KASSEBAUM (8-KS) - Senator Kassebaum has pushed· her 
Basicare. approach as the only bipartisan proposal but has stressed her willingness to 
work with the Administration on health care reform. While telling the AP she found the 
President's plan .. bold and thoughtful, .. Kassebaum also said she had .. serious 
reservations .. about it, including creating regulatory bodies which manage nearly 
everything in the health care system. She was concerned about the cost of the plan 
and the .. potentially damaging .. effect on employers,. particularly small businesses. 

Her elderly mother lives at home, so Kassebaum has a particular interest in long-term 
care. 

Recent Developments: On October 28 she told the Detroit News: .. It's like a souffle . 
. Both the costs and the benefits keep rising, and there's a danger it will become so top 
heavy it falls of its own weight. .. 
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HOUSE COMMITTEE MEMBERS: 

WAYS AND MEANS: 

Pickle (TX) 
Rangel (NYt 
Ford (TN) 
Stark.(CAt 
Coyne (PA)* 
Andrews (TX) 
McDermott (WA) 
Klezcka (WI) 
Payne (VA) 
Hogland (NE) 

· Neal (MA) 
Brewster (OK) 

ENERGY AND COMMERCE:. 

Sharp (IN) 
Tauzin (LA) 
Richardson (NM)* 
Slattery (KS) 
Boucher (VA) 
Cooper (TN) 
Rowland (GA) 
Lehman (CA) 
Pallone (NJ) 
Schenk (CA) 
Margolies~Mezvinsky (PA) 
Lambert (AR) 

EDUCATION AND LABOR: 

Miller (CA) 
Andrews (NJ) 
Roemer (IN) 
Green (TX) 
Klink (PA) 
English (AZ)* 
Strickland (OH)* 
Baesler (KY) 

PRIORITY TARGETS (12/14/93) 

Thomas (CA) 
Grandy (lA) 
Houghton (NY) 

Bilarakis (FL) 
McMillan (NC) 
Upton (MI) 
Paxon(NY) 
Klug (WI) 
Greenwood (PA) 

Goodling (PA) 
Petri (WI) 
Roukema (NJ) 
Gunderson (WI) 
Molinari (NY) 
Miller (FL) 

* = Health Security Act Cosponsor CLINTON lLlBRARYPH. . orocopy 
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OTHER IMPORTANT HOUSE MEMBERS: 

Chapman (TX) 
Condit (CA) 

· Derrick (SC) 
Glickman (KS) 
Hamilton (IN), 
McCurdy (OK) 
Mfume (MD) 
Murtha (PA)* 
Pelosi (CA) 
Pomeroy (ND) 
Price (NC) 
Rose (NC) 
Schroeder (CO) 

· Schumer (NY) 
Serrano(NY)* 
Spratt (SC) 
Stenholm (TX) 
Stokes (OH)* 
Valentine (NC) 
Volkmer (MO) 

* = Health Security Act Cosponsor 

Boehlert (NY) 
Fish (NY) . 
Gilman (NY) 

. Goss (FL) 
Horn (CA) 
Hobson (OH) 
Leach (lA) 
Machtley (RI) 
Morella (MD) 
Shays (CT) 
Snowe (ME) 
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SENATE COMMITTEE MEMBERS: 

Finance Committee: 

Moynihan* (D-NY) 
Boren (D-OK) 
Breaux (D-LA) 
Packwoog (R-OR) 
Chafee (R-RI) 
Dole (R-KS) 
Danforth (R-MO) . 
Durenberger (R-MN) 

Labor and Human Resources Committee: 

Kassebaum (R-KS) 
Durenberger (R-MN) 

OTHER IMPORTANT SENATE MEMBERS: 

Exon (D-NE) 
Heflin (D-AL) 
Hollings (D-SC) 
Kerrey (D-NE) 
Leiberman (D-CT) 
Bond (R-MO) 
Bennett (R-UT) 
Cohen (R-ME) 
Hatfield (R-OR) 

- * = Health Security Act Cosponsor 
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II. Strntegic Assessment/ Action Plan 

November 19, 1993 

MEMORANDUM FOR HILLARY RODHAM CLINTON, MAGGIE WILLIAMS AND IRA 
MAGAZINER 

'FROM: Mike Lux 

SUBJECT: Action Plan 

In this memo, I want to lay out three organizing frameworks for our strategy from this point 
forward w.ith interest groups and constituencies: 

1. What expectations we have for interest groups, and making sure we hold the groups 
accountable for those expectations. 

2. Building strategies not just around organized interest groups, but around broader 
constituencies. 

3. Building a strategy for going underneath the national leadership directly to their local 
activists in targeted districts/states. 

I.. Organizational Expectations 

In this section, I will go through what I think is realistic to expect of supportive groups (the 
major ones) in terms of what they will do and their positioning. I will also talk about how 
we should relate to the other major players inthe debate. A few general points first: 

It is' clear from our recent experience that throughout most of the process, most qrganizations 
are going to continue to focus on the details of the bill instead of the big picture. It is the 
nature of the lobbyists, and lobbying groups, to want to focus on the details of legislative 
language. No f!latler how good a deal they have, they'll always want more. 

When it co.mes to floor action in the House, Senate, and conference report, I do believe we 
will have a lot of hands on deck lobbying for passage. But as long as the bill's in 
committee, groups will tend to be more focused on protecting or enhancing their piece of the 
pte. 
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( It is also clear we .should not rely too heavily on allied groups for generating a lot of 
supportive news in the national media on their own. It's not what they do best, and the 
national media tends not to cover them unless they are saying something shocking (i.e. 
negative.) If we come up ideas for them, we can ask them to help, but for the most part we'll 
have to generate the ideas. 

Having said this, however, it is realistic that we demand the following out of our allies: 

1. ·Organizing an active field campaign, one which cooperates with the NHCC to produce 
concrete results at the Congressional district level, including:· 

• 
• 
• 
• 
• 
• 
• 
• 

participation in Congressional town halls; 
phone calls and letters to Congress; 
letters to editor and op-eds; 

· participation in radio call-in shows; 
house parties; 
distribution of the brochure, book, and video; 
gathering petition signatures; and 
participation in the on-the-record campaign . 

2. Responding to us on rapid response requests coming. out of the war room. 

3. Responding to us on validation events and other events we put together. 

4. Helping us get the bill out of the key committees at the end· of mark up. 

5. As I indicated earlier, helping us lobby once the bill reaches the floor. 

6. Continuing to do positive educational training sessions and mailings to their membership. 
and activists. 

In spite of their D.C. lobbyist obsession with details, I believe that most of the time, we can 
get allied groups to follow our lead on message on all of these activities. 

Expectations on Specific Groups. In terms of who I expect to produce what, I would divide 
groups into the following categories: · 

1. Our best allies, the ones likely to do all of these things, are: 

American Nurses Association 
National Leadership Coalition for Health Care Reform 
Children's Defense Fund 
National Association of Chain Drug Stores 
National Association of Retail Druggists 
League of Women Voters 
National Council of Churches 

Families USA 
NEA 
SEIU 
AFSCME 
Long Term Care Campaign 
AFT 
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· ( · 2. Single payer advocates, but close allies (willing to coordinate on message, grassroots 
efforts, education, etc.): 

Citizen Action 
National Council of Senior Citizens 
National Association of Social Workers 

Consumers Union 
American Jewish Congress 

3. Basically allied, willing to help us in some important ways, but unable. (because of a lack 
of resources or weak field structure), or unwilling (because of timidity, obsession with details, 
or other problems) to do all of the above: 

Catholic Health Association 
American College of Physicians 
American Academy of Pediatrics 
American Academy of Family Physicians 
National Medical Association 

Disease groups 
Veterans organizations 
Mental Health Liaison Group 
Campaign for Women's Health 

There .are two extremely important groups who we have courted aggressively and are mostly 
friendly that need to be sipgled out because of special circumstances: 

AFL-CIO: The problem is not ·health care -- they are for our bill and will help us. The 
problem is the residue of anger and bitterness -- both at the leadership and rank-and-file level 
-- thatthe NAFTA leaves us. It will take most unions (the exceptions are listed above) a 
~hile to cool off and then gear up again over health care reform. · 

AARP: · On the down side, their lack of guts caused them to hold back their endorsement. In 
addition, their general timidity creates huge strategic problems for us in terms of them taking 
on Cooper, Breaux, etc. On the up side, they are basically allied on all the key issues, have 
millions ofdollars to spend, and are willing to work with us on message (although their 
cautionwon't allow them to go as far as we would like.) 

Two final notes on allied groups: 

• All allied groups must be held accountable: we should base how hard we work tor. the 
things they care about primarily on how hard they work for us. · 

. . 
• Setting up hill staff/WH staff/interest group meetings on certain issues. Part of the 

administration mantra these past few months has been a pledge to keep working 
closely with groups on difficult issues after the bill goes to the hill. As a sign of good 
faith to those who are really helping us, I want to be able to set up meetings on 
certain tricky detail sections of the bill with interest groups, our staff, arid hill staff all 
involved. L want the groups to feel we are being pro-active and responsive with the 

hill on some of the key sticking points. 
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( 4. The other major players who are most important, and who are -positioning themselves 
somewhere in the middle, are: 

I, . 

BlueCross/ BlueShield 
the big 5 insurers 
American Hospital Association 
American Medical Association 
Federation of American Health Systems 
Nursing Homes (American Health Care Association and American Association of Homes for 

the Aging) 
Independent Insurance Agents of America· 

These groups obviously range dramatically in how much of the bill they oppose, how 
constructive they are being, and their general strategy. They range on the continuum from 
AHA and the big 5 insurers, who I believe genuinely want reform to happen but have one 
major problem with our bill, to the Independent Insurance Agents, who ate being fairly low 
key right now and are acting like they want to talk but would just as soon blow the whole 
thing up. 

Much of my time has been, and will be, spent working on these groups to: 

• 
• 

• 

keep ~heir rhetoric basically positive, 
give them enough attention to make them feel it is in their interest. to not do anything · 
to make us mad, 
keep them off balance, and 
begin to get an early sense of places deals can be struck. 

I will obviously need occasional assistance from people in terms of talking policy to these 
groups, or in terms of getting· key people on the hill to help me in the bad cop game. 

II. Developing Constituency Specific Strategies 

Through staff assignments here, scheduling of principals, and staff work at the DNC, we need 
to be thinking through strategies on winning over key constituencies. Stan can help us figure 
out what are our key swing constituencies, and we can begin to schedule themes of the week 
to correspond with those groups, as we've been talking about with senior citizens. We can 
also set up administration /DNC ·staff working groups to think through specific constituency 
outreacp strategies, which we've already done with business and doctors. Those two teams 
have already set in motion a variety of efforts. 

On the business side, those include: 

setting up meetings of small groups of CEOs with HRC or Ira, 
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( • bringing in groups of small businesspeople in sectors redlined by health insurance 
companies because of relatively high risk work places, and 

• bringing in D.C. reps for sector by sector policy briefings. 

On the doctor side, those include: 

• 
• 
• 

setting up the Koop forums, 
doing surrogate training for doctors, and 
working with the doctors from the campaign, the DNC localmedia teams, and the 
HPRG to recruit more supportive doctors. 

Both of these working groups are continuing their efforts. We may want to set up more such 
groups if people think it's crucial and we can find the staff resources to do it. 

III. 'Directly ·Reaching Local Activists in Targeted Districts (instead of always having to rely 
on national group leadership) 

In addition to the meetings we're doing where the members are bringing in the people they 
respect and want to stroke, I would like us to start bringing in people from the key supportive 
organizations that can generate pressure on these members. I did this in the budget fight, and · 
it worked very well. It does many different things for us: 

• It pleases the national groups that we.'re bringing some of their local activists to the 
WH; 

It allows us a way to directly touch and motivate the troops in the key districts 
. without always going through the national groups; 

• It generates great local press; 

People go home completely fired up, on message, and generating lots of activity; and 

• ·It is a long-term base builder for tlie administration as a whole. 

These work best as fairly intimate events, maybe 30-40 people, where they hear from: 

a policy expert; 
• a message expert; and 
• · the President, Vice President, HRC or MEG. 

I would recommend doing these state opinion leader meetings once or twice a week from 
Janl,!ary through bill passage. 
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III. . Current Status of Group Analysis 

I would list the groups in the following six categories: 

A. Most supportive 

B. Allies that are 90% 'or more with us; there may be some small issues to work out, but are 
positive overall 

C. Mostly sympathetic, but still arms length because of one issue or another 

D. Still advocates of single payer bill, but willing to work with us in a constructive 
· coordinated fashion 

E .. Wi~h us on some big things, but very negative on at least one major feature of the plan 

F. Enemies (would rather blow up reform than lose on the issues most important to them) 
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( A. Most Supportive 

AFSCME 
American Academy of Pediatrics 
Alzheimer's Association 
American College of Preventive Medicine 
American Federation of Teachers 
American Medical Women's Association 
American Nurses Association 
American Postal Workers Union 
Catholic Health Association 
Children's Defense Fund 
Children Health Fund 
Families USA 
League of Women Voters 
Long Term Care Campaign 
National Association of Chain Drug Stores 
National Association of Retail Druggists 
National Council of the Churches of Christ in the U.S.A. 
National Council on the Aging 

·National Education Association 
National Health Policy Council 
National Hospice Organization 
SEIU 

B. Allies 90% or more with us 

AFL-CIO (and its affiliates) 
AIDS Action Council 
Alliance for Health Reform 
American Academy of Child and Adolescent Psychiatry 
American Academy of Family Physicians 
American Academy of Physicians Assistants 
American Association for Retired Persons 
American Association for Children's Residential Centers 
American Association of Homes for the Aging 
American Association for Marriage and Family Therapy 
American AssoCiation for Partial Hospitalization 
American Association of Pastoral Counselors 
American Association of University Women 
American College of Physicians 
American Council of the Blind 
American Counseling Association 
American Heart Association 

. American Legion 
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( American Lung Association 
American Physical Therapy Association 
American Psychological Association 
·American Public Health Association 
American Thoracic Society 
AMVETS 
Anxiety Disorders Association of America 
The ARC !) . 
Association of American Medical Colleges 
Association of Schools of Public Health 
Bazelon. Center for Mental Health 
B'nai B'rith International 
Campaign for Women's Health 
Consortium for Citizens with Disabilities 
Disabled American Veterans 
Epilepsy Foundation of America 
Family Services America; Inc. 
The Gay and LesbianTask Force 
The Gerontological Society of America 
Joint Center bh Political and Economic Studies 
Massachusetts Federation of Nursing Homes 
Military Order of the Purple Heart 

1:. Multiple Sclerosis Society 
National Abortion Rights Action League 
National Association of Children's Hospitals and Related Institutions 
National Association for Home Care 
National Association of People With AIDS 
National Association for Rural Mental Health 
National Association of State Units on Aging 
National Black Nurses Association 
National Black Women's Health Project 
National Consumers League 
National Council of Negro Women, Inc. 
National Easter Seal Society 
National Health Policy Council 
National Hispanic Council on Aging· 
National Jewish Democratic Council 
National Leadership Coalition for Health Care Reform 

· National Mental Health Association 
. National Minority AIDS Council 
National Multiple Sclerosis Society 
National Organization on Disability 
National Urban League _ 
National· Womens Health Network 

\ National Women's Law Center 
New Hampshire Health Care Coalition 
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Presbyterian Church U.S.A. 
Paralyzed Veterans of America 
Save Our Security 

· United Auto Workers · 
United Seniors Health Cooperative 
Veterans of Foreign Wars of the United States 
Vietnam Veterans of America 

C. Mostly Sympathetic 

.. American Association of Preferred Provider Organizations 
American Association of Private Practice Psychiatrists 
American Cancer Society 
American College of Emergency Physicians 
American College of Obstetricians and Gynecologists 

· American Diabetes Association 
· American Psychiatric Association 

American Society of Internal Medicine 
Blue Cross Blue Shield of Iowa 
March of Dim.es Birth Defects Foundation 
Mental Health Liaison Group (thirty eight organizations) 
National Alliance for the Mentally Ill 
National Association of Psychiatric Health Systems 
National Association of Psychiatric Treatment Centers for Children 
National Association of Public Hospitals 
National Community Mental Healthcare Council 
National Puerto Rican Coalition, Inc. 

D. Single Payer 

American Jewish Congress 
American Speech-Language-Hearing Association 
Citizen Action 
Consumer Federation of America 
Consumers Union 
Gray Panthers 
Interfaith. IMPACT 
Interreligious Health Care Access Campaign 
National Association of Social Workers 
National Council of Senior Citizens 
Natiomil Farmers Union 
National Medical Association 
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( Older Women's League 
Union of American Hebrew. Congregations 

E. Groups that are with us o_n some big issues, but very" negative on at least one feature 
. of the plan. 

Alliance for Managed Competition 
American Dental Association 
American Group Practice Association 
American Health Care Association 
American Hospital Association 
American Medical Association 
American Psychological Association 

(Big 5 insurers) 

Blue Cross Blue Shield Association 
Federation of American Health Care Systems 

F. Enemies 

Health Insurance Association of America 
Health Leadership Cour1cil 
Independent Insurance Agents of America 
National Federation' of Independent Businesses 
National Restaurant Association 
Pharmaceutical Manufacturers Association 
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THE WHITE HOUSE 

WASHINGTON 

. Aptil 17, 1995 

MEMORANDUM FOR HILLARY RODHAM CLINTON 

FROM: IRA C. MAGAZINER 

SUBJ: RETROSPECTIVES ON HEALTH REFORM: UPDATE 

Enclosed is a packet of materials which will bring you up to date on retrospectives on 
health reform. · 

1. · Over the past few weeks, I have spent about 20 hours going over 1993 materials with 
Elyse Veron, David Broder and Haynes Johnson's assistant. I also had another 2-
hour session with Broder and Johnson. I don't yet have the transcripts from these 
discussions, but I have enclosed final transcripts from my other discussions with.t.Q.em 
plus a letter which I sent them responding to a few specific questions they asked. 

They are now finishing their drafts of chapters relating to 1993. I will meet them 
again to discuss 1994 within the next few weeks. 

Although I seethe inside when I think of how disloyal some Administration officials 
have been to you and the President and how hurtful they have been to me in their 

·private discussions ~ith the press, I decided to stick to the principle of not being 
critical of other Administration officials and I withheld materials which would cast 

· our colleagues in a bad light. Although it is tempting, I just don't feel it's right to do 
and it could sew discord in 1996 when the book appears, which would not be helpful 
to the campaign. 

As you will see from the transcripts, the only exception is when I am asked a 
question where others are reinventing history and I had to defend decisions you or the 

. President made. I can be more specific about these instances, if you wish, when we 
talk next. 

Though I don't know how Broder and Johnson will represent events in their book, I 
believe that they will. be more balanced than previous accounts. They appear to 
understand that: 

.. 
• This was an incredibly difficult undertaking in the best of ci~cumstances . 
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• Delay was fatal. 

• The task force was not responsible for the delay; factors beyond our control 
caused it and we understood and warned everyone about the consequences of 
the delay. · · 

• Diversions on NAFTA, Haiti, Somalia, etc.; were in part responsible for our 
inability to communicate effectively in the fall of 1993. 

• The power and sophistication of opposing interest groups reached new heights 
with health reform and this played a major role in our defeat. 

However, as of a few weeks ago, they also appeared to believe that: 

• We overreached by proposing too big a package against the advice of some 
senior Administration officials. It was too much for a President with a 43 
percent mandate and slight congressional majorities (compared to the Roosevelt 
and Johnson majorities when Social Security, Medicare/Medicaid and Civil 
Rights were passed) to pass major deficit reduction and health care in his first 
two years. 

· • We did not successfully build an interest group coalition because we did not 
negotiate well. · 

I have tried to respond to these two points in my discussions with them over the past 
weeks and in the enclosed letter I sent them. I may have made some progress. 

The main points I have made which they seem to understand are: 

1. The President was fulfilling a campaign commitment Almost all Democrats and 
moderate Republicans favored comprehensive reform and our approach was a 
moderate one. 

2. Most political advice we received supported a bold, comprehensive package. 

3. The policies we proposed had precedents in bills sponsored by moderates and some of 

4. 

the regulatory language was necessary for CBO scoring. · 

All senior officials in the Administration favored the structure we were proposing; 
employer mandates, premium caps, mandatory alliances, etc; disagreements were only 
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about scope of benefits; speed of phase-in and tightness of cost containment. 

5. We had had extensive discussions with conservative Democrats and moderate 
Republicans which led us to believe that a watered down version of our bill would 
ultimately be acceptable. 

6. We were willing to be flexible. 

7. Nobody to this day has come up with an alternative approach which addresses the 
goals of health reform and would have worked better politically than our approach. 

8. We negotiated in good faith with interest groups. Many made commitments which 
they backed away from. Delay and our loss of momentum made it impossible to 
11 close the deal 11 with many interest groups. · 

9. Despite all the difficulties, mistakes and delays and the battering we took in the fall, 
we still entered 1994 in better shape than most had predicted. 

• We introduced a comprehensive bill whose financing was validated by. Lewin 
& Company, which was. backed by the Congressional Leadership and which 
was under serious consideration in all relevant committees. 

' ' 

• All the pundits were saying that while our bill would be changed significantly 
(which we knew and the President invited froin the beginning), a universal 
coverage health care bill was highly likely to pass. 

• Polls indicated our bill was favored by a 17 point margin overall and by. 30 to 
50 point margins when matched up against the Cooper, Chafee or single.,. payer 
bills. 

• Polls were saying that introducing health reform was the President's greatest 
achievement of 1993. 

2. I am continuing to work with Theda Skopcol, Lawrence Jacobs, Darrel West, James 
Carville and others who are writing on the subject. Theda is turning her paper into a 
book. I wilf get you a draft as soon as I have one. Enclosed is the latest Darrel 
West article. As you know, James is writing a book. I will give him suggestions for 
a health care chapter next week. ' 

3. · I have enclosed my responses to the Woodward and Drew books. Both authors are 
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very defensive and we will not likely make progress in getting them to' change 
anything. You asked who in the Administration was responsible for the harmful 
accounts in their books. The Drew book has been especially harmful. Her accounts 
are mainly derived from extensive discussions she had with Donna Shalala which 

. were very damaging to you, me and the President. These are the source of her 
negative comments on pages 189-192, 194, 305-307 and 396. These were backed up 
by comments from Sara Rosenbaum. Her other main sources were Marina Weiss 
who is responsible for comments on pages 193, 194 and 308 al;ld David Gergen who 
played a roll on pages 305.:.307 and 309. Bob Boorstin and George Stephanopoulous 
also provided some input ( 195 and 305-307.) She feels that she is well sourced and 
won't change her views just based on my letter. 

Woodward's accounts come mainly from Gene Sperling, with Marina Weiss and Bob 
Boorstin playing a role as well .. He may change some of his inaccuracies in his 
paperback edition, but I am not optimistic. Again, he had extensive quotes from 
meetings with these others to bolster his claims. 

Unless we are prepared to show Woodward or Drew documents and respond in kind 
to other Administration officials who trashed us, there is little we can do to make 
their accounts more accurate. 

- . 

I have shared my responses to Woodward and Drew with Broder and Johnson so that 
they will not accept as uncontested, the gossip, false descriptions and, false accusations 
in those books. 

4. I have enclosed a recent Washington Monthly article which you may not hav~ seen on 
.lobbying and health reform. 

5. I have enclosed a DLC editorial critical of the Fallows piece. I have tried to figure 
out why the DLC feels it necessary. t() continue to hammer us on health care. They 
are of course frustrated at the lack of Success of many DLC candidates and blaming 
health care for everything lets all other causes be masked. I also think they raise 
their money in part by convincing corporate contributors that they will save the. 
Democratic party from liberals and they need examples of enemies who they are 
fighting. At least they are now limiting llieir attacks to me instead of also going after 
you. 

It is difficult to hear their attacks on our "failed proposal" since their opposition 
helped contribute to the defeat of health reform. Ironically, it is their attacks and 
those of Moynihan which allowed Republicans to commit 'Yhat Paul Starr called the 
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"perfect crime," killing health reform without getting any blame. For many pundits, 
the issue became a dispute among Democrats. 

Despite m:y frustration, I have remained completely silent in the face of their attacks 
and will continue to do so. It will do the President no good to have ar;w debate 
between the DLC and any of us on health care now. At some point, I will try to 
improve my relations with them through other issues~ 

I am continuing to meet with different washington II insiders II to try to amend their . 
perceptions of what occurred. It is a grind, but I believe that it may be doing some 
good with some of them. 

I have enclosed an analysis of our bill to answer the questions you raised about the 
. Forbes quote. In my view, which you may remember I expressed repeatedly in the 

summer and fall of 1993, our bill was too regulatory in many of its specifics, 
. particularly in its enforcement provisions. 

I originally rejected a great deal of this material. At a meeting in your west wing 
office requested by Sara Rosenbaum, she got authority to put an "enforcement and 
remedy" section in and to work with HHS and Justice lawyers on an extended set of 
consumer protection, anti-fraud and enforcement provisions. · 

I questioned this again at our meeting in early October 1993 in your OEOB 
conference room when we went over potential policy changes, but dropped my 
objections out of exhaustion after Sara and others insisted. · 

8. I am continuing work on our own recounting of what occurred. As the problems get 
worse on health care, as Congress confronts Medicare and Medicaid cost growth, and 
as the optimistic predictions about how the corporate sector is solving the cost 
problem by itself or how Tennessee-type Medicaid revisions can solve the problem 
prove to be false hopes, I believe people may have a greater appreciation for what we 
proposed an(! what we tried to do. · · 
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April 10, 1995 

Mr. David Broder 
Political· Columnist 
Washington Post 
1150 15th Street, NW 
Washington, DC 20071 

H.:tynes Johnson 
Professor 
George Washington University 
National Center for Communications Studies 
801 22nd Street, NW 

· Washington, DC 20052 

Dear David and Haynes, 

The questions you asked me a few weeks ago wer~ good ones which I don't think I 
answered fully. 

• Why did we attempt. such a big, bold, comprehensive approach to health care 
reform?· From articles that David has written.about our "over-reaching" on 
health care and your question comparing the Greenhouse effort with health 
care reform, it appears that you are trying to understand why we proposed 
such a large and comprehensive plan. 

• Why didn't we try to negotiate deals with interest groups before introducing 
the bill? You have obviously heard complaints from lobbyists and members of 
the Congress ·about our unwillingness to make deals with them and our 
inability to build an early solid coalition behind the plan. 

I will try in this memo to answer your questions in a more orderly fashion than in our 
conversation. I would like to treat this memo as we are treating the transcripts -- as back
ground material for you. 

WHY A COMPREHENSIVE APPROACH 

We pursued a comprehensive and bold approach to health reform because (1) the 
President committed to do. so in his campaign, (2) his chief political advisers, Democratic 
congressional leaders, Democratic governors and supportive interest groups advised that it 
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was the best course politically and (3) because it made good policy sense. The fact that we 
failed naturally raises· questions about whether this was the right course to follow. But it is 
unclear whether an incremental approach would have fared any better, if indeed a sound and 
effective one could have been designed. 

The President's Charge . 

The President is the only person in the Executive Branch of the Federal Govenrment 
who is elected by the American people. ·In my view, none of the rest of us, no matter how 
important we may sometimes think we are, is vested with that type of authority. Our job is 
to advise him, but ultimately to carry out his vision and decisions. We have a responsibility 
to be brutally frank in private, give our best advice, even argue with hiin when we disagree, 
but we should be loyal to him and his decisions. 

To me, this view of my tole and the roles of the senior officials ·of any administration 
is a given. I have been shocked and disheartened at how many people in the Administration 
put their own reputations and turf interests above the success of the President who chose 
them to serve. I admit a severe case of naivete in this matter. 

I framed my mission based on a number of conversations l had with the President and 
· First Lady who he designated to be my immediate superior on this assignment. In the 

( language of consulting, my 20-year profession, they were my clients. 

The President had an extensive background on health care, understoo~ the issues very 
well, had a clear sense of promises he made during his campaign that he wanted fulfilled and 
of the timeframe · in which he wanted these promises kept. He also had ideas on the process 
he wanted to have followed. It was easy for me to follow his lead on health care because I 
agreed with his vision . 

. The Policy Framework 

After many hours of discussion with hundreds of people over 18 mo.nths, the 
President developed a health plan framework which he believed was right and which the 
American people seemed to support (for example, see Kaiser poll 3/93). He wanted us to 
flesh out this framework, test assumptions and suggest changes where the framework didn't 
make sense. He didn't want us to take off in a new direction without a compelling reason to 
do so. 

This framew·ork included the following as outlined in his Merck speech of September 
1992 and in my work plan of January 1993. 

2. 
. ' 
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• Guaranteeing all Americans health insurance by requiring all employers to pay 
for coverage and raising government funds (mainly through Medicare and 
Medicaid savings) to subsidize small and low-wage businesses and the 
unemployed. 

• - Maintaining a private health. care system. 

I 

• · Bringing the rate of growth of health care costs down to the rate of growth of 
personal income through increased competition, backed up by a global budget 
to cover cases where competition in itself was not sufficient to r~in in costs. 

• . Ending discriminatory insurance practices and ensuring consumer choice of 
health plans and doctors through community rating, mandatory purchasing . 
alliances, a specified minimum benefits package, a national board to set quality 
standards for health plans, and guaranteed fe~-for-service options .. 

• Reducing paperwork and bureaucracy in the health care system and cracking 
down on fraud and abuse. 

• Providing a Medicare drug benefit and improving access to long-term care. 

At the time, these and the other ideas he espoused were considered "middle of the 
road" in Democratic and moderate Republican circles. Universal coverage was supported by 
all Democratic candidates in the 1~92 campaign. The employer mandate was co:risidered 
more moderate than the single-payer financing advocated by traditional liberal groups and by 
Bob Kerrey and Jerry Brown. Richard Nixon's health plan included an employer mandate; 
groups like the AMA, HIAA, AHA, Chamber of Commerce, Jackson Hole Group, and 
candidates like Paul Tsongas all supported one as well. 

Managed competition was endorsed b:y the DLC, moderate Republicans, the Business 
Roundtable, the Chamber of Commerce and many others as a more moderate alternative than 
single payer or "pay-or-play," both of which created latge federal finanCing· pools and 
therefore, in the President's ·view·, had too much government. 

Containing the growth in health care costs (particularly the growth of Medicare and · 
Medicaid costs) to the rate of growth in personal income, was controversial' among many 
health experts in Washington and not popular with some liberals. But a wide array of 
experts including C. Everett Koop, Jack Wennberg, Uwe Reinhardt, the Pennsylvania Health 
Cost Containment Council, and others believed it could be done. Because capping the rate 
of growth in Medicare and Medicaid was essential to long term deficit reduction, it appealed 

·to conservative Democrats and moderate Republicans. Groups like the AARP who 
traditionally opposed caps on Medicare and Medicaid found the President's proposal more 
acceptable because private insurance premium growth would also be capped and the health 
system would undergo comprehensive reform. 

3 
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The President felt passionately about the need for comprehensive health reform both 
as an economic necessity and as a social and moral issue. Rapid growth in health costs was 
paralyzing family budgets, straining state and federal government budgets and hurting 
business compe!itiveness. He inef people suffering without adequate insurance or sufficient 
money to buy prescription drugs everywhere he went in the campaign and wondered why we 
couldn't provide care for all of our people when every other developed nation in the world 
did so (while spending a far lower percentage of their economies on health care) . 

. Timing 

The President believed strongly in his campaign promise to submit a health plan in 
the first 100 days of his Administration. Economic growth and deficit reduction in the late 
1990s depended on action on health care early. He kriew also that health care reform would 
be a very controversial issue. The longer it took to introduce a bill, the less likely it would 
be that we could succeed. In early 1993, there was momentum for reform. He wanted to 
seize this momentum. 

My first work plan called for finishing a proposill by the end of May. · When I 
showed it to the President at a lunch a few days aft~r the inauguration, he said that was too 
late. He wanted a plan by May 3rd -- 100 days. 

1. 

2. 

Process 

The President gave a few instructions on the process. 

First and foremost, he wanted the policy to work. He felt that too much social policy 
was built on skeletal bills which were not well thought out or were the result of 
political compromises that simply didn't work. While he recognized that whatever 
bill. we passed would have to go through many mid-course corrections and 
amendments as implemented, he wanted the framework to be sound. 

· He wanted .the kind of rigor that I had a reputation for bringing to my private sector 
clients brought to this project. I had built a very successful consulting practice by 
retaining blue chip company clients over many years because our recommendations 
were based ort thorough and rigorous analysis and withstood the test of time. 

He was concerned that we not allow the existing government bureaucracies, by virtue 
of their knowledge of details, to dominate the policy proce_ss. He believed that they 
were- a big part of the problem. As a governor, he had first hand experience with 
HCF A and found the organization and its many bureaucratic rules frustrating and 
inflexible. At various points he would say only half in jest, "let's abolish HCFA." 
He also had heard as had I, that Treasury analysts often controlled policy by 
presenting numbers and not documenting them. They claimed a confidentiality 
requirement. The President wanted all assumptions understood and made explicit. 
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· He also believed that a lot of the traditional Washington thinking on health ·care was · 
stale and that state and private sector innovations were more forward looking. 

For all these reasons, he wanted a health care working group which would include 
people from outside Washington, practitioners as well as theoreticians. He wanted us 
to challenge the bureaucracies and the conventional Washington thinking on health 
policy. 

He did not want the health care special interests to dominate the process. He wanted 
to allow them to be heard, but not to write the policy, ashe perceived was often done 
on complex technical issues like health care. 

He wanted the health care effort coordinated from the White House. It involved 
competing interests of many departments. It was to be a centerpiece of his 
Administration. He had notmade health care knowledge a criteria in selecting an 
HHS Secretary because he planned to coordinate reform from the White House. He 
knew liis economic team would be preoccupied with .the economic pac~age; so he 
encouraged the formation of a separate policy operation. 

From my point of view, the President had set the parameters for what he wanted 
done, how he wanted. it done and when he wanted it done. The President wanted 
comprehensive reform. My job was to carry out his wishes. 

Political Advice 

I was confident that I could lead a good policy development effort. I had 20 years of 
experience in strategy and policy development for private and public sector clients. I knew, 
however, that I lacked political, legislative and Washington experience. I was also 
handicapped by not being able to hire my own people. I could bring in consultants and 
special government employees for a few months, but I could not build a long-term team as a 
cabinet secretary or the head of the NEC or DPC could do. Virtually all the Administration 
officials with whom I worked were hired by someone else, loyal to someone else and in 
some cases wanted to run the effort themselves out of their departments or agencies, or at 
least to have greater. authority. 'This structure left me very vulnerable politically. 

Being new to Washington and to politics, I immediately sought to reach out to the 
President's political and communications experts for help in shaping the effort. Though the 
health care political and communications operations did not report to me, I wanted to set 

· · policy in the context of their advice, 

I visited the senior political officials in the White House the first week after the 
taskforce was formed. The senior layer of White House advisors (George Stephanopoulos in 
Communications, Rahm Emanuel and then Joan Baggett in Political Affairs, Howard Paster 
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in Legislative Affairs, Alexis Herman in Public Liaison and Regina Montoya and then 
Marcia Hale in Intergovernmental Affairs) all indicated that their primary initial priority had 
to be the economic package and theydesignated more _junior people to focus on health 'care.· 

I met every day with this designated team: Mike Lux in Public Liaison, Bob Boorstin · 
in Communications, John Hart in Intergovernmental Affairs, Chris Jennings (Steve Ricchetti, · 
Paster's deputy in charge of the Senate would occasionally participate) in Legislative Affairs, . 
and Celia Fisher, a DNC employee designated by Political Affairs. 

. . . ' . 

In addition,. I consulted the political team which had run the campaign and were now 
serving as consultants: Mandy Grunwald, Paul Begala, Stan Greenberg and James Carville 
and talked with them typically every other week~ 

The consistent unanimous message from all of these political advisors was to create a . 
bold program which was comprehensive and delivered benefits. to people in a short time 
frame. 

•. 

When questions were raised by some economic advisors about slowing phase in or 
reducing the scope of the benefits package, all of these political advisors, joined by others 

. including George Stephanopoulos, Gene Sperling, Howard Paster, Donna Shalala and Bob 
· Reich argued for the more comprehensive approach. Similarly, the congressional leadership· 

most interested in health care: Majority Leaders Mitchell and Gephardt and Committee 
Chairs Rostenkowski, Dingell, Ford, Stark, Waxman, Kennedy, Riegle all advocated a bold 
comprehensive bill (Senate Finance Chairman Moynihan wouldn't address health care with us. 
during the budget debate.) · 

During the spring and summer of 1993, the economic program had become 
unpopular. As reported by the White House office of Public Liaison, our political base had 
never been enthusiastic about deficit reduction. Though they did not oppose the President, 

· they were not excited. The organized business community -- NAM, · NFIB, the Chamber of 
Commerce, the Business Roundtable-- after years of calling for deficit redu~tion, was · 
unhappy about the energy taxes and the raise ·in top level personal income tax rates and were 
criticizing the program. Polls showed the public was decidedly against the plan, as . 95 
percent of the people believed their taxes would go up. Not one Rep~blican was supporting 
the plan. The stimulus package had gone down. Conservative Democrats wen~ balking at 
every turn. For months, nobody knew whether the package would pass. 

The economic team which had designed the package and the legislative and political 
strategy (in some cases over the objections of the campaign political team) had run into far 
greater difficulty than they had anticipated and than they had led the President to anticipate. 
Secretary Bentsen and Director Panetta had found it difficult in many cases to persuade old 
friends and allies to support the bill. Groups that they thought would be supportive in the 
business community backed away. Though the bill passed, it was a disillusioning experience 
and not one which gave the President complete faith in any group ofadvisors. 
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The political arguments most often made during this time by the President's political 
advisors and many key outsi<;le supporters werethat we had to introduce a comprehensive 
health bill to excite the Democratic core constituencies. They had been indifferent to the 
deficitreduction plan and opposed NAFTA. A watered down health bill would be perceived 
as a betrayal, especially since many already thought we had "sold out" to the insurance 
companies by not advocating a single payer system. 

The disagreements within the Administration in the spring and summer of 1993 were 
not about the basic structure nor the comprehensive nature of the ·program. Some called for 
a· smaller package of benefits phased in more slowly with less stringent cost containment, 
while oth~rs felt that a bolder program was the best place to start. 

· Many of our core interest group supporters -- seniors groups, organized labor, 
supportive doctors and hospital groups, nurses and social workers, consumer groups, 
veterans and military dependent groups, disability groups --wanted the bigger package. A 
number of swing constituency groups like the AMA, AHA and many health insurers also 
wanted a comprehensive package. 

· Business groups were the main supporters of lesser benefits, though even here, both 
the Chamber of Commerce and NAM, our two leading potential groups for business support, 
favored a benefits package at the level of Blue Cross government standard, eight percent less 
in value than ours, (though they were uncomfortable with tlie size of the drug and ·long-term 
care initiatives in the bill.) · 

If we had watered down the seniors benefits as some.on the economic team suggested, 
would the "Committee to Preserve Medicare and Social Security" have gone into active · 
opposition as they did against the catastrophic bill because of deep Medicare cuts with 
inadequate senior benefits? If we had cut the basic benefit package as they argued, would 
labor,' already angry about NAFTA, feel that this was a threat to their members' benefits and 
hold back support or would mental health advocates arid disabilities groups protest? If we . 
had done these things, would the NFIB or HIAA or.insurance agents have been less critical?. 
We will never know, but most people in the Administration felt that watering down the. 
package at the outset would be too risky politically and that it would inevitably happen in the 
congressio'nal process. 

. . 
In light of the "reinvention of history" which is occurring, it is important to 

reemphasize that rio senior official in the Administration spoke up. against the basic structure 
of the bill (except Donna Shalala and early on Alice Rivlin who leaned towards a bolder · 
more government-oriented single payer system and wanted to use Medicare price controls 
instead of premium caps· in the private sector ~nd a VAT or payroll tax for financing). 
Universal coverage, the employer mandate, premium caps, mandatory alliances, etc., were 
unanimously supported. The only disagreements were aboutsize of benefits, pace of phase"" 
in and stringency -of c9st constraint. 
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The ·consistent indications we had from moderate Republicans and conservative 
Democrats were that some compromise which included this structure was going to occur, 
albeit with lower benefits, a less stringent mandate, triggered premium caps, smaller or 
voluntary alliances, etc. 

In discussions with moderate Republicans and conservative Democrats in Congress 
during the spring and summer of 1993, it became clear that they would want to waterdown 
the mandate and scale back the size of the program from· whatever we proposed and get 

· . credit for doing it. It was part of the "cover" they felt'they needed to support an employer 
mandate· and new entitlements. Leading liberals like Rockefeller, Dingdl, Waxman and 
Kennedy also expected that the ultimate bill would be a scaled down version 6f what we 

.Proposed. 

· The only voice favoring incremental refornis was the conservative Republicans. But, 
even this voice was not unanimous. For instance, Don Nickles and other conservative 
Senat6rf introduced a comprehensive bill modelled on a Heritage proposal that achieved 

"uni~ersal coverage, had an individual mandate and radically altered the health insurance 
system. 

·As Bob Rubin can attest, I felt that a smaller package with a slower phase in was 
prudent and would be where we eventually wound up, but the political advice from inside the 
Administration, from congressional leaders and from supportive interest groups convinced us 
that it was safer politically to start bigger ahd be whittled down in the congressional process. 

The President heard the various sides of this discussion at a number of meetings with 
all his senior economic, domestic and political advisors in May, August and September of 
1993 and then made his decisions. -

The Policy Rationale 

There was also a serious policy rationale for a comprehensive approach. Many states 
had tried incremental insurance reforms as a way to expand-coverage and reduce cost, with 
very little success. Expanding coverage has to go hand-in-hand with cost containment so as 
not to drive up health costs. Market-based cost containment requires changes in the rulesfor 
health financing which are by nature complex and interrelated (consumer choice, community 
rating, standard benefits), no matter how designed. The Chafee, Cooper, Jeffords, Nickles, 
Danforth/Kassebaum/McCurdy, Bingaman, Baucus·, McDermott/Wellstone, Stark, 
Dingel/Waxman, Ford, Rostenkowski, Kennedy and Mitchell bills all called for a 
comprehensive overhaul of the current system. 

The fragmeQ.tation and cost shifting within the current health care system means that 
any change ripples through the whole system. Partial solutions can be easily "gamed" by 
private sector players with adverse consequences for consumers. It is politically fashionable 
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to speak of incremental approaches to achieve the goals of health reform more gradually' but 
nobody has yet put forward a credible propqsal of what that would look like. To date,· no 
incremental alternative remotely achieves the goals of health reform. Proposals now on the 
table do little to expand coverage or contain costs. 

Normally, policy proposals can be made more moderate through more gradual phase
ins. While we expected this to happen, more gradual implementation of health reform is 
expensive. Because health_ costs are rising at two to three times the rate of inflation, the 
slower the phase-in of reform, the more expensive are the subsidies needed to finance 
universal coverage. Thus, health care, unlike most policy areas, presented a contradiction; 
slower phase-ins while more prudent politically, were potentially less prudent financially. 

There was another serious policy consideration which shaped some of the more 
controversial aspects of our proposal -- CBO scoring. We could not produce a bill which 
CBO would not certify as containing costs and achieving universal coverage. 

CBO had made clear in reports it issued in the spring of 1993 that it did not believe· 
_that competition or tax caps would significantly contain costs. Though I believe in the power 
of competition to reduce .costs to a much greater extent than CBO would support, we had to 
put in place mechanisms which would be scored, or the bill would lose all credibility. 

CBO had specified criteria for enforcement of cost containment which its· economists 
. would score as effective. We chose the. premium caps and mandatory alliances because we 

thought they would work but also because they met CBO criteria when properly designed and . 
because they had antecedents in bills introduced by moderates -- the Kassebaum/Danforthf 
Burns/McCurdy /Glickman bill for premium caps and the Cooper/ Andrews/Breaux/Boren bill 
for mandatory alliances. 

These measures were among the most controversial in our bill and contributed 
significantly· to the characterization of our bill as "big government" and bureaucratic. 

'However, as back-up mechanisms for competition and community rating, ·they were sound· 
· policy, had moderate legislative antecedents and satisfied CBO ·requirements. 

Those in Congress who advocated that we start with a more "middle of the road" . 
approach have not been. required to define what this would have included. The Chafee and 
Cooper bills, which were offered as centrist alternatives, avoided public scrutiny. Had this 
scrutiny occurred, ideas like tax caps, individual mandates, national certific'ation of all health 
plaps, severe Medicare cuts with no additional senior benefits, and complicated subsidy 
schemes for over 100 million people would have proved difficult to explain and justify.-

A Chafee ·or a Cooper style bill would have engendered active opposition from labor, 
seniors groups, single payer advocates, businesses with good benefits packages that would 
now be taxed and a long list of other supporters of the Health Security Act without picking 
up substantial support from opposing groups who used those. bills temporarily to oppose ours 
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but eventually backed off them. 

The Cooper bill was scored as $300 billion short to produce 91 percent coverage even 
with its unpopular tax on benefits. . Scoring on the Chafee bill was likely to be even worse. 
Imagine if we had proposed a bill with that scoring. 

While CBO had criticisms of our bill; they were easy to fix. CBO analysis of the 
impact of our bill on national health spending was nearly identical to our estimate. They 
differed with us only on how savings or spending would be shared among businesses, federal 
government and state and local government. Because our bill produced substantial savings it · 
was easy to make changes to allocate mgre of those savings to the federal· government and 

. achieve deficit reduction and universal .coverage. These changes were presented by Senator 
Mitchell at the Democratic caucus in April of1994. With the Chafee and Cooper 
approaches, this would have been almost impossible because there wasn't adequate financing 
or cost containment. 

Was There Any Better Alternative? 

The President promised_ a comprehensive proposal in the campaign. Almost all the 
political advice we received supported a bold comprehensive initiative. A comprehensive 
approach made sense on policy grounds. Even Senator Nickles and the Conservative . 
Heritage Foundation, not to mention groups like .the Chamber of Commerce, the AHA and 
the AMA were proposing cmpprehensive plans that radically altered the financing and 
delivery of American health care. 

In this context, it shouldn't be surprising that we also presented a comprehensive bill. 
As my January, March; May and Augu_st 1993 memos attest, I was worried about the scope 
and difficulty of what we were attempting, but felt that any meaningful health reform would 
be politically difficult and thatmajor changes were nece.ssary to achieve the goals most 
people favored in the fall of 1993. · 

I am not sure that any approach which seriously addressed the issues, even if more 
· slowly phased or smaller in scope as. proposed by some on our economic team, would have 
encountered less opposition. And, we might ha~e lost support from some of our core 
supporter groups. Any serious approach would still have had to raise money (through an 
employer mandate or large tax increases), would have had to have scoreable cost containffient 
(through premium caps, direct price controls, budgets or stringent tax caps), and would have 
had to have some type of community rating (through health alliances or state or federal · 
laws). Any of these would have led to extensive opposition from powerful·, determined 

· interest groups. 

As you know, we always assumed our bill would be scaled back. We made clear 
from the outset that we had "no pride of authorship" and welcomed congressional rewrites as 
long as the President's principles were met. As you know from our "endgame memos," if 
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Congress had said, we will achieve the President's goals but we will take ten years instead of 
five, reduce the benefit levels, constrain costs more gradually, achieve community rating a 
d-ifferent way, etc., we would have been very amenable and not at all surprised. We 
encouraged Chafee, Breaux and others to seek compromises. 

Politically, we must at this point say that "we bit off more than we could chew" or 
some other such phrase. The real test of whether we overreached, however, is whether 
someone can define what a package could have looked like (even in hindsight) ·which would 
have achieved the PresideiJt's goals (which almost all moderate Republicans and Democrats 
supported at the time); would have either diffused or-pleased enough of our key opponents 
without alienating our base supporters; would have been judged financially sound by CBO; 
and still would have had a.decent chance of in fact working. 

It is easy for people to say "you should have started more to the center" or "you 
should have been more incremental" or "you should have produced a smaller package." 
They all have a good ring to them in a town that is comfortable with moderation and in the 
hindsight of the health reform failure. Our proposal certainly had flaws, but to date, nobody 
has come forward with a plan that addresses those problems any better and is more 
politically acceptable than ours. 

I don't believe that an analogy with the Greenhouse Compact is really appropriate 
except in one respect. In the Greenhouse report, we predicted that tiilless major changes 
were undertaken in the climate for business and the economic development policies of Rhode · 
Island, the state would continue to lose manufacturing jobs, real income relative to other 

· states and population as young people left due to lack of economic opportunity. The 
Greenhouse Compact was not adopted and all of these negative consequences have occurred· 
to an even greater extent than wepredicted. Would the Compact have changed these trends? . 
1 think so, but we will never know. The political process in Rhode Island and the economic 
policies it produced over the past decade have not solved the problem. 

Similarly with health care, our approach has been defeated for now. Will the 
problems now be solved another way? I hope so, but I'm not optimistic. 

Virtually every other industrialized nation on earth achieves uruversal health coverage, 
almost all with similar or better benefits and heaith outcomes, all at 50 to 75 percent our cost 
relative to the size of their economies.· · · 

The interesting question is not why the President, First Lady or I would dare to . 
propose such goals for. our country, but rather why the political system of the greatest nation 
on earth has made such goals seem so bold, radical andunachievable. 
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WHY WE DIDN'TNEGOTIATE BETTER 

To state the obvious, organized inter:est groups are in business to get the best possible 
. deal for their members. What constitutes the best possible deal depends upon the political 

climate. 

We had two fundamental and unalterable constraints in our dealings with interest 
groups. 

1. Early on, most believed that comp.rehensive reform was inevitable and that their best 
strategy was to help us shape it. When the President's honeymoon was short lived 
and the economic program ran into trouble, and health reform was therefore delayed, 
many groups retracted initial offers and became more comfortable opposing change. 

2. Our introduction of a bill was only the first step in a long congressional process with 
many entry points (committees) and many steps. It was not inherently good politics 
for interest groups to sign on unequivocally to our bill without trying to improve their 
position further in the congressional process. As a result, groups wanted to push us 
as far in their direction as possible without locking themselves into an endorsement. 

During early 1993, we were hopeful of striking deals with a variety of groups for a 
bill which would be introduced and passed that year. 

We anticipated working with congressional leaders from May through August to 
negotiate with key swing interest groups, particularly health care providers and business 
groups, and strike deals which would secure their support or at least acquiescence. We also 
anticipated being able to "~ock in" support from our natural allies-- organized labor, senior 
groups, consumer groups and selected health provider groups. 

When the economic program ran into trouble inApril and May, the President's 
popularity plummeted and health care reform was postponed, we lost that opportunity. 

After this, in late-June, we had to pursue a different strategy. We divided the groups 
i~tci three categories: likely supporters; likely opponents; and swing constituencies. 

Supporters 

. We conducted detailed discussions with the likely supporters througqout the summer 
and early fall to try·to lock in as much support as possible when the bill was released. These 
groups includep the AFLICIO and its various unions, supportive medical groups such as the 
College of Physicians, the American Academy of Family Physicians, the Ainerican Academy 
of Pediatricians, the National Medical Association, nurses, social workers; .seniors groups 
such as AARP, NCSC, the Committee to Preserve Social Security and Medicare, the · 
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Alzheimers Association; hospital groups such as the Catholic Health Association and the 
Association of Public Hospitals; and consumer groups such as Citizen Action, the League of 
Women Voters, Consumers Union, disability groups, disease groups, veterans groups, 
military dependent groups, mental hea}th advocacy groups, etc. 

Most of these discussions were successful, though it took time to gain the. agreement 
we needed. In every case, these groups supported the fundamental elements of our bill. 
Inevitably, however, they disagreed with some minor elements. Some were single-payer 
advocates. Many said that they would be supportive but had to see final bill language and 
secure votes of their boards before they could formally endorse our bill. Many said they 
would support us but would oppose one or two elements -- the Catholic Health Association 
opposed our abortion provision and the doctors felt that our malpractice provision should go 
further. 

-These discussions were painstaking, time consuming and unavoidable. We secured 
the support of many of these groups, but often not until late 1993 or even early 1994. 
Sometimes, their preoccupation with the 10 percent they didn't get in our bill was 
communicated more forcefully than their overall support: 

Opponents 

Certain groups had clearly decided to oppose us from the beginning. By late spring, 
it became clear that the price for support from others would undermine our proposal. 

' . 
The NFIB made their opposition clear in March·. If we had an employer mandate or 

any substantial taxes, they would oppose us. 

The HIAA may have hoped that they could strike a deal with us since they supported 
universal coverage, the employer mandate and a gliaranteed comprehensive benefit package. 
However, they were unalterably opposed to thtee provisions of our policy which were · 
fundamental-- consumer choice, community rating and premium caps. Essentially, they 
wanted insurers to continue to be able to charge different rates to different groups and 
discriminate against groups that had older or potentially less healthy people; they wanted to 
market to employers instead of allowing consumers tci choose their health plans and they 
didn't want any limitations on the amounts by which they could raise their premiums. 

; 

· In our view, consumer choice was essential to the functioning of a good market and 
was what most Americans wanted. The practice of insurance compan~es charging more to 
higher-risk groups not only we~t counter to tl}e original idea of health insurance but would 
also raise government spending dramatically because public subsidies would increase for 
high-risk people. Without premium caps or some similar backup cost containment 
mechanisms, CBO would not score cost savings in the bill. 
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(-- In my discussions with HIA~ in.the summer of 1993, I tried to explore areas of 
compromise on these issues, for example, triggered premium caps and adjusted community 
rating (whereby insurers would be protected against bad risks by a national reinsurance 

"·pool), but they did not seem interested in real compromises on these issues. 

Mike Bromberg's various clients -- the large insurers and for-profit hospital groups -
opposed premium caps and consumer choice, and state flexibility. In February and March 
they had seemed open to potential compromises on these issues, but by late summer, their 
positions had hardened. I explored possibilities for triggered premium caps and limits on 
state flexibility with them in discussions in late summer and early fall, but got nowhere. 

By early fall, we expected these groups to join the NFIB opposition. 

Swing Groups · 

· The final category were swing groups like the AMA, AHA, Blue Cross/Blue Shield~ 
the PMA, the Chamber of Commerce and NAM. They supported many aspects. of our . 
proposals but opposed others. Unlike the opposing groups, they seemed truly committed to 
comprehensive healtll'"reform. Initially in the spring, they seemed interested in making deals 
with us to be .supportive, but as we delayed, they began .pulling back. They were not 
negative in our discussions with them, but they began emphasizing areas of disagreement and 
stressing that those would have to be resolved before they could be supportive. In 
discussions over the sumnier, they did agree to take a constructive position -- to publicly 
emphasize are£!-s of agreement, to express a commitment to the President's principles and to 
make clear their desire to work with us to achieve a good bill. 

NAM and the Chamber supported employer mandates, seemed inclined to accept 
triggered premium caps and favored mandatory community rating and consumer choice ·· ·· 

·through mandatory health alliances (albeit smaller ones than we proposed). They were most 
uncomfortable with state flexibility, the new seniors' entitlements, the size of the benefits 
package and the size of alliances. We assured them that we would work with them on these 
issues and they agreed to take a constructive attitude toward our proposals, which they did . 
for a period of time. 

The AMA lunged from one position to another -- at times being very supportive -
and at other times being very critical. I had good meetings with them in the spring, but by 
the late summer, they were backing away. I suspect this reflected the tensions within their 
own membership. We would agree on various points and then they would have a new set of 
points at the next meeting. Their willingness to work with us clearly dissipated as time went 
on. 

The AHA and Blue Cross/Blue Shield also had discussions with us about rriore 
flexible premium caps and smaller alliances; the AHA was also concerned about the level of 
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Medicare and Medicaid cuts. But again, they agreed to be generally supportive. 

I believe that we discussed in good faith with these groups. We listened carefully to 
their views and weighed them very seriously. Sometimes we simply disagreed. Other times 
CBO disagreed. 

By the fall, we were not in a position to cut deals with them. In some 'cases, they 
had withdrawn from positions they had communicated in the spring and were advocating 
changes we simply couldn't make without losing core supporters, CBO scoring or 
fundamental principles to which we were committed. 

On top of this, the congressional leadership was strongly urging us not to cut deals. I 
.had agreed to support the Chamber's small business discount schedule which was good 
policy. We pushed hard for a series of anti-trust changes which were also good policy and 
supported by the AMA and AHA. In these cases and others, congressional leaders were 
upset with me. They complained that we were making concessions without gaining any votes 

. ' ' l 

and that they should cut the deals, not us. 

In many cases, when we moved in the direction of these groups; they had a new 
series of "concerns" they raised with us. After we worked all sunirrier with the AMA on 
anti-trust, malpractice and other important issues, they returned in September with a new 
"bottom line" demand to be guaranteed a seat on the national health board. After discussing 
concerns about the degree of state flexibility in our plan all summer, NAM carne in 
September with a demand for no state flexibility. · This bolstered those in the Administration 
and in Congress who argued that we should not make concessions but rather should wait for 
the congressional process. We couldn't bring any closure with .these groups because they 
knew they had another "bite at the apple" in Congress. , 

The Importance of Momentum . 

As you know, interest group politics in health care are very difficult. There. are many 
sides to all issues, and there are many issues. Sometimes the real concerns for groups are 
not the major issue but a series of minor issues which have to be treated very ·carefully. 

For example, all academic health centers support increases infunding for academic 
medicine. But there are a dozen crucial issues where they will fragment when the design of 
that funding is considered: Academic centers affiliated with medical schools verses those 
who are not affiliated; academic centers located in major urban areas with higher payment 
rates versus those in more rural settings; those who train specialists versus those who focus 
on primary care physicians; those who do significant amounts of research versus those who 
don't. \ 

On any given issue, a decision may please one group and anger four others. 
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I know that it became commonplace for groups to blame us and me in particular for 
not resolving all of their issues. There was no way for us or anyone else to do so. 

The real driving factor in out success with groups had less to· do with .how we 
negotiated and more to do with our overall political strength or weakness. Most of the swing 
groups we faced, have primarily Republican memberships. If the health reform ship, 
regardless of how battered, was clearly heading to· shore, those who represent these interest 
groups would have argued to their members as they did from November 1992 ""May 1993 
that compromise with us was necessary. 

·In the fall of 1993, when strong conservative Republican opposition emerged and we · 
lost momentum from delay and the outcome was less clear, the prudent strategy. for most· 
swing groups was to hang back and see how things developed. Finally, in the spring of 
1994, when reform was in trouble, t:Bim preserving the status quo became the safest course. 
for rriany of these groups. 

I suspect that this overall swing in momentum was more important than any 
negotiating skills of ours. 

THE DIFFICULTY OF OUR TASK 

Presidents Kennedy and Johnson tried to get Medicare/Medicaid passe4 for four years 
without success. It was only after Johnson won a landslide, had a very Democratic 
Congress,. used all of his legendary political skills and gave up all cost containment (a policy 
we have paid for since) that we passed coverage for just the elderly and the poor. And that 
was in an era when public faith in government was high and lobbying was a low budget, 
unsophisticated cottage industry compared to today. 

. . 

President Clinton was only elected with 43 percent of the vote, had a narrow 
Democratic majority in the Congress, faced a well financed, highlysophisticated set of 
lobbyists and a public skeptical of government. With all of these obstacles, I believe it was a 
reasonably good achievement to leave 1993 with a thoughtful comprehensive health proposal 

· in Congress, still favored by a solid majority of Americans-, backed by major congressional 
leaders and expected by almost all observers to result in universal health care. Despite 
mistakes we made and circumstances which were often not favorable, we entered 1994 in 
relatively decent shape, believing that we could succeed. 

I look forward to further conversations on what happened in 1994 which led to 
failure. 
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IRA MAGAZINER, it's the day in which the actUal legislation goes to the Hill on the health 
care reform plan. We're sitting in his office, October 27, 1993. 

Q: · Let me go back to, in a narrative form-- when you first got involved in this process,. 
where did you come into the health care business? 

A: Well, I was advising the President from, actually before he announced his candidacy, 
on issues of competitiveness and American economic policy. I was engaged at the · 
time in a couple-year study in Rhode Island on health care. And in December of '91, 
when he was already running, we were both at a Renaissance weekend together. He 
heard-me do a panel which involved comments on health care. He came up 
afterwards and said: '.'Well, you know, I really agree with a lot of what you're 
saying here. Can we sit down and 'talk about health care as well?" And I said: " 
sure." We talked, and found that a lot of our ideas were very similar. 

So during the subsequent months, he often asked me to prepare material on health 
care for him as well as on other economic issues. And that's where it really started. 

I had been advising him for almost a year on-other economic issues· and skills and 
education issues which you're familiar with. And then he heard we were doing this 
two-year project on health care, and he heard me talk a little bit about it, and we 
started talking about health care. So he asked me also to help him out, and I helped 
prepare his statement in New Hampshire about health care and other statements for 
some of the primaries. 

When I was putting together "Putting People First" during the campaign, we ranged 
over a broad number of issues and he still was not completely happy with wherehe 
was on health care. And so we talked more about it and eventually evolved a position 
which he has continued to hold about what should be the general framework on health 
care. 

Q: Talk aboutthat night, where his head was and where yours was at this point. 

A: Well, he had spent a number of years studying health care. He had been, I think, 
head of the National Governors' Taskforce on health care. He knew as a governor 
about Medicaid and the problems with Medicaid. And I think the fundamental 
principles that we shared were, number one: that it was a tremendously wasteful 
system. There were a lot of savings to be had. Two: that it should be kept as a 
fundamentally private system, not moved to a single-payer government run system. 
At the time, Bob Kerrey was pushing a very broad-based, single-payer, big-tax 
system. We agreed that single payer had too much government in it, and you 
shouldn't have to put so much new money into a system that everybody agreed was as 
inefficient as this one. 
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Three: we agreed that better competitive mechanisms were the best way to get . · 
efficiency, but that you needed the discipline of a budget as a backup. Finally, we 
also believed in shared responsibility, that having some requirements for employers 
and individuals to pay but making it affordable was the right way to go. Those are 
some of the headlines, but I think there was a common framework developed ~hich 
goes back to New Hampshire which is still what he talks about' today. 

Where did you bump into the theory of managed competition yourself? 

I actually didn't bump into it until after I sort of had come to a lot of the same 
conclusions myself. We did this two-year study where we looked at the health care 
system in Rhode Island and we did the kind of study I would do in business strategy 

· where we literally followed nurses and doctors and technicians in the health care 
system around on their shifts, recording what they did with their time, understanding 
how costs got built up, analyzing inefficiencies in the system. It was a very thorough 
two-year analysis. And I could see that the incentives were all wrong in the system, 
and that the way the paperwork had built up and the fragmentation was causing 
tremendous waste. 

I had also a sense that the government role had been the wrong kind of role. When it 
came in as a regulator to try to prevent abuses, it just added to the problem by the 
micromanagement it created. 

So we had talked about integrated health care networks in our Rhode Island study and . 
allowing those networks to compete with each other. Our study had come out right 
around December '91. In March of '92, after the then-candidate Clinton had asked 
me to help work on health care, I came across some of the work that Walter Zelman 
had been doing with Garamendi in California, and read it. I remember. thinking that 
what they were doing in California fit with what we'd been thinking in Rhode Island. 

And so I gave them a call. And Bob Reich and Paul Starr had worked together, and 
Bob gave me a call and asked if I would talk to Paul and Paul sent me a draft of what 
he was proposing. It also seemed to fit together with our thinking .. I really hadn't 
had any contact with Clinton's health advisors from Washington because I was mainly 
associated with the group that was advising Clinton on economic policy and skills and 
education at.the time., · 

When I worked on the effort to create "Putting People First," the President decided in 
early-June to include health care. I got in touch with Ron Pollack and some of those 
who had been advising about health care as well. I began to meet them, and my 
sense was that we needed an infusion of people from outside of Washington because 
there was ·a certain Wa.shington "Democratic.think" on health care which did not 
reflect what was going on elsewhere in the country. It was focused on "pay-or-play" 
and other big government solutions and was not very serious about cost containment. 
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Cost containment to them meant price controls, not trying to reorient the system; 
And so I brought in-- no joy to some of the people there --a group from outside, 
people who had experience in industry, people who were working in the states and 
had experience, in Minnesota and California and Hawaii and other places, and we 
broadened the group that was advising the campaign on health care. 

I don't think I read the pure managed competition material from Jackson Hole until 
that summer. 

We continued to have discussions through the summer in preparation for what was 
then a speech the President made in New Jersey at one of the pharmaceutical 
companies, defining more. of his health policy .. But. the general sense of the people · 

· miming the campaign was we didn't want to get too specific on health care. And so 
we just left it at the principles level even thoughwe had more detailed analysis done. 
They felt that the President was already winning with the American people on health 
care. People thought that he would deal with health care more seriously than Bush. 
To get into more detail would just invite division. 

So the work we had done in more detail was left on the shelf. Then, in late-August, I 
was asked by Mickey Kantor who was then chair of the campaign, and was also chair 
of what they called the Pre-Transition· Foundation, to head up a quiet effort to 
produce basic materials that could be used to prepare the first budget if the President 
were elected. I was told I had two jobs: one was to do the work; and the second one 
was not to have any newspaper story appear that we were doing it because it would 
look like hubris. 

So I disappeared for two months. Do you know Harrison Wellford? Harrison and I 
headed that effort for about two months. 

B: Can I interrupt you again to go back and pick up on a couple of things? We've been 
told; and I think something was written at the time, about the section on health care in 
"Putting People First." Could you give us your recollection? Was it a Sunday that 
the thing was going to press? 

A: *In April, the President called Bob Reich, Derek Shearer and me to go to a meeting 
in Arkansas. He said I'm not happy with the way my policy and politics are 
integrated. Could you work on a coherent economic policy statement? So we 
coordinated. the creation of a detailed policy book. 

B: What was it he wasn't happy about? 

*My letter to Bob Woodward explains this in ~ore detail 
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He felt that the good ideas that we'd had about the economy and how you tie those 
together with skills and education, technology, welfare reform, infrastructure 
investments and so on, weren't being communicated. He wanted to try to improve 
the coordination. And we talked then about putting out a book. And so we prepared 
--Bob, Derek Shearer and I-- a lot of background material for that book. Since I 
had some people at my firm who were interested in working on it, we coordinated 
putting together that book. 

'Then we had a couple of meetings with the message people over a couple of months. 
At this point, health care wasn't going to be part of the book. Then, Memorial qay 
weekend, the decision was made to go ahead with a small book. Bob Reich was 
going into the hospital, and Derek had something else he had to do, Gene Sperling 
was just coming on as Btuce Reed's replacement to coordinate economic policy for 
the campaign, so the President asked me to work with Gene to coordinate the final 
book. · 

. So I did during the first couple of weeks in June. There was some thought that Ross 
Perot was going to come out with a policy book. We wanted to get o1:1r book out 
before .he did. And if you remember the context then, I remember having dinner, my 
wife and I, with the President and Hillary on Memorial Day. He was just about to 
win the California primary and sew up the nomination, but because he was third in · 
the polls and Ross Perot was leading, the ambiance was: oh my God, the Democratic 
party shot itself in the foot again, they're going to nominate somebody who can't 
possibly be elected. And the Governor thought we ought to put out this document to 
demonstrate what we were fighting for. 

The decision was then made to include health care about ten days before we were to 
finish with this. So I pulled out the work that had been done for the New Hampshire 
statement and took a little bit of the new thinking that we wanted in terms of a 
competitive marketplace and put it in. 

Then the question carrie up about what to do with the budget deficit estimates that we 
were going to put in. This was a couple of days before we were ready to finish it .. 
We came to a general conclusion to make health ·care deficit neutral so that what 
savings we got in health care could go to pay for what we needed to do for universal 
coverage. Bruce Reed suggested checking with people that had been part of the 
health advisory group, the Washington group. 

Out of Ann Wexler's shop? 

That's right. I remember calling Ron Pollack late on Thursday evening and again on 
Friday, saying we're going to go with a section on health care, and we wanted to use 
some numbers, and here's what we're thinking of doing. And he said, welll need to 
get in touch with Judy Feder and Ken Thorpe and so he got Judy on the phone. They 
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couldn't agree among themselves. Pollack thought you could be more aggressive on 
cost savings, Feder wasn't sure. So we had this big question. And the President had 
taken the point of view, which I agreed with, that we would pay for universal 
coverage as we got savings, and it would be deficit neutral, and that's ~he way we 
should proceed. 

Some other people from the health care group said, well, you may do that, but we 
don't want to say that because that could mean universal coverage might not come till 
'97 or '98 and that might make people feel like it's too far off. You have to 
guarantee universal coverage by the time you run for reelection. 

I had been away from my family for two weeks and I had promised my kids to be 
home to take them out. So I flew out eafly Saturday morning, assuming we had 
resolved the issue and it would just be deficit neutral, and that we would still say that 
we were going to do universal coverage as we got savings. And I flew home and I 
was out with my kids at a miniature golf course.· And I got this emergency call at the 
miniature gold place that there was a conference call that had to take place, and there 
were people oil the line. They were saying that they didn't know if we could put 
"Putting People First" out. It was supposed to come out on Sunday so _he cmild use it 
in a speech he was making to mayors on Monday. · 

The decision wa:s finally made just to take the health care numbers out which 
essentially did assume deficit neutrality, but to say that we would get universal 
coverage. I advised that you could say that and avoid the issue, but it might not be 
true that we could really guarantee universal coverage by '96. . 

So then the Presidentsaid, well I want to be honest, he said, but what we can do is 
just assume it'.s deficit neutral regardless, and then just say we're going to get 
universal coverage without specifying a date. And I said, well I'm comfortable with 
that. 

So that's the way we left it. Later I learned that earlier on Saturday, Gene really got 
upset about the confusion on health care. He was new in his job and was angry about 
the whole incident. But in any event, the book came out and came out on time . 

. ' . 
That did set a discussion in motion between the people in Washington and me right 
afterwards to try to quantify cost savings as we went into the summer. And that's 
when I first met some of the people that I've been working with, like Judy Feder and 
Ken Thorpe. But anyway, that's what happened that weekend. 

Q: The other thing, before we get to the transition thing that a couple people have 
mentioned to us was that there was an apparently important meeting over at Wexler's. 
office? 
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That's the one I called with Atul Gawande, yeah. 

Inpreparation for the New Jersey speech? 

That's right. But basically, the President called me in late-July. He said that we 
needed to get something formally written up on health care... And I said that I had 
been in touch now more with the Washington group, and we really need a broader 
perspective on health care. I told him that I thought that the conventional Washington 
thinking on health care was out of date. And he agreed because as he'd been going 
around the country and talking to people -- I think Garamendi was his California 
campaign chairman at the time -- he had talked to many who felt that that was the 
case. The traditional "pay:-or-play model" which was on the table from the · 
mainstream Democrats, and the single payer model from the libentls didn't speak to 
what was happening around the country. 

So we called the meeting. I don't remember the date, but I believe it was in August. 
I brought in a broader group of people to join the advisory group that had been 
meeting. We spent six or seven hours talking through some shifts in policy. And l 
was trying to make the ·point that we really had to be more 'privat~-sector oriented, 
and more reliant on competition. I brought Lois Quam from Minriesota and Walter 
Zelman from California and Paul Starr- from Princeton and Jack Lewin from Hawaii 
and others to talk about their experiences. 

I think it was a pretty good meeting. 

Q: What were the tension points there? 

A: Well, I think at that meeting, the main tension points were clashes of culture about· 
the government role. Also there was tension on how much state flexibility or federal 
.control should be in the system. There was also disagreement about whether ~o set up 
a big national government pool or not. · I remember Karen Ignani was concerned or 
upset about leaving insurance companies in charge of the health plans, still gaming the 
system. Henry Aaron didn't like ·managed competition and didn't believe competition 
would contain costs much. So we had some of those tensions. 

Q: Was the financing mechanism on the table for discussion and debate at that point? 

A: The financing mechanism--

Q: What kind of taxes and how much taxes? 

A: Not really. I think the notion of requiring employers and individuals to pay was 
pretty much where the President had been and everybody understood this. I think 
there were still some people there, including Karen Ignagni who preferred to see a 
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single-payer system~ But we basically agreed that,- throughout the campaign, we 
would stay where we were in New Hampshire aild there would be time to discuss 
afterwards. 

There were a lot of tensions under the surface, but I think the sense was: we know 
we're not going to get anything done if we don't get Clinton elected. We can talk 
about some of these differences afterwards. Let's get him elected first. 

There were also s_ome personal tensions. None of these people knew who I was, and 
they were a kind of community that knew. each other quite well. And so I think the 
"who's this guy," was there a little bit. And then I think there· was some tension 
between some of them because these people had been debating each other for years -
the managed competition people and the· single-payer people -- so those tensions 
would occasionally come out from underneath the surface. But I think generally it 
was a decent meeting. The decision had been taken anyway just to keep the campaign 
on the general message level. 

Q: Well bring us up to the election now. Clinton wins and ---

A: 

TRANS! 

Well for me, there was an important education from the process that I led in 
September and October. I knew something about the federal budget before that. But 
for two months, I immersed myself in the federal budget to prepare 10 volumes of 
material. But something happened around the time of the election. We were 
supposed to prepare all this material to meet with the President the day or two after 
the elections. Something happened related to Mickey Kantor's role in the transition, 
right around election time. And since the work we had done had been done under his . 
auspices as chairman, it became suspect. 

There were some tensions there that meant the work got shoved to the side. I'm still 
not clear I understand it all. In any event, during that period, I had become very 
acutely aware of what effect health care had on the economy and on the deficit, and 
what would happen to the economy and the deficit for the rest of the decade if what 
CBO was projecting about health care _were true. There was a real disconnect 
between having health care costs go up to _19 percent of GDP and having Medicare 
and Medicaid grow as fast as they were projected to in the late· '90s and the early part 
of the next century, and the possibility of having any real wage increases. Basically, 
health care cost growth ate up over 120 percent of the increase in workers' wages. 
So you could not have a real wage increase if this set of figures on health care were 
true. And the deficit problem could not be solved long term without solving the 
health care crisis. 

So I started writing some memos saying health care has to be addressed by itself as a 
separate issue. I was given a role in the transition of focusing on the deficit because 
that's what I'd been doing for two months. I was also asked to be a liaison with the 
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health group ·with respect to deficit issues. 

The whole transition time was a time best not remembered. People didn't know what 
was going to happen to them and were jockeying for position and so forth. But 
nevertheless, it brought it home to me that health care may be the most fundamental 
economic issue the country faces, besides real wage decline. 

Then at the end of November, I came to Little Rock to meet with the President and 
the First Lady about what I might do in the administration. We talked about a 

·number of different possibilities. One possibility was to take a position like the one 
I've taken. The way the President put it was that if you're a cabinet secretary, 80 
percent of your time is spent managing status quo programs~ And when I prefaced 
our conversation, I said, look, what I'm really interested in is the change agenda you 
advocated. There are a couple of areas where I've spent a lot of time like skills or 
competitiveness and technology or defense conversion or health care. And what I'd 
like to do is help push the change agenda that you ran on in any way I can. 

He said, we might try to do a number of these "change" issues in an interdepart
mental way. We're going to need somebody to coordinate out of the White House 
interdepartmental projects that might be big ones that cut across the administration 
that push the change agenda. And we talked a little bit about my experience as a 
strategy consultant and ori the skills commission, he was aware of it because Hillary 
was a co-chair on the skills commission. He knew I had gotten unanimous consensus 
on the skills commission, getting business and labor and educators, Republicans and 
Democrats on board to something that was fundamentally new. 

And so he drew upon that and said, I'd like to bring the kind of rigor that Jack Welch 
would expect on studies you do for General Electric to government and the kind of 
consensus building you did on the skills commission. And so we discussed the 
possibility that I would take on this kind of role. 

~ 

I'm new to Washington and I didn't know Washington well. I went to a couple of 
people that I know in Washington and said: would this kind of role work? It ~ounds 
interesting. The response was, why don't you commit suicide in Rhode Island and 
not come to Washington. That basically the idea of sitting in the White House and 
corrdinating an interdepartmental effort among cabinet secretaries who W(;!re going to 
assert their own turf, is crazy. 

So I went back to the President and I said, let's think about this. And so it was kind 
of left loose for awhile. And we had more discussions about it. But it became clear 
they wanted me to do something like this. And we just had to figure out what the 
right place was for it. 
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Q: In that first meeting after the election, when you're going through the possibilities, 
where were they coming from, the Clintons -- Hillary and Bill. Clinton -- on this? 

. How urgent did they see health care as opposed to X and Y? 

A: I was in the kitchen in Little Rock at this meeting. And we were just kicking things 
around. If you look .at "Putting People First," and the change agenda he ran on, the 

· things that I spent the most time working with them on were technology policy, 
defense conversion and promotion of competitiveness; or the skills and school-to-work 
transition agenda. Those were probably the two biggest things I had advised on, and 
those were two key legs of "Putting People First. " We also talked about health care. 

· So we talked about all three. For example, I talked with him about defense 
conversion and technology policy and he said, if you were Secretary of Commerce, 
could you do that? I said my concern would be that it would depend on the Secretary 

. of Defense and Commerce and other areas working together. If you.were just in one 
position, you might not be able to do it? And he said well maybe you do need to 
coordinate something like that at the White House. 

So it was a very fluid discussion, My sense was that they were trying to move people 
around on a chess board of places. And I know that I had recommended to him early 
on, for example, that he look to somebody like John Young as a Commerce secretary· . . 

and I think there had been some interest in that, but I think he had some financial 
issues. And then he said well the skills agenda, where do you think is the best place 
to do that, or how would you do that? And then we talked about health care. 

And so it was really a moving discussion. I can't say I came away from that knowing 
what they would want. What we had from talking in-depth about this was a possible 
role which I was interested in. So then I went and had discussions and I came back 
and said, it we do this, it's really got to be in some way where it's clear that.I would 
be representing you on this, because otherwise people advised me thall'd be kind of 
a eunuch in Washington sitting in as a White House staff person. You can't be 
dealing with Congress on the basis of things they need from your department if you're 
not a cabinet secretary. You don't have stature. So you really are dependent. Your 
stature is derivative which could make it difficult to coordinate things: 

And so we kind of reflected on that. We continued to have those discussions and it 
wasn't until early, January that it got resolved, that I would have this position. And I 
got 'assurances that anything I would coordinate, either the President himself or the 
Vice President or the First Lady would be in charge, so that there would be some 
clout put behind it. 

B: It was not clear at that point that the First Lady would actually be in charge? 

A: No. _I heard that in January. ·I knew that they were talking of what her role ·would 
be. 
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Q: And not just in health care? 

A: Just in general. And she had discussions with me of a personal nature about this 
tying it all together. And I think the notion that health care would be first was 
something that they didn't talk about with me until January. I talked to Bob Rubin 
back iri December about this possibility. And we _had a couple of discussions about 
what needed to be done. We talked that if I do health care versus something else, 
would it be best to carve a separate place in the White House, do it within NEC, 
etc.? 

. But those were all just very vague discussion. But it was in January that I learned 
· that the First Lady would chair a taskforce on health care and that it would be the · 

first thing I would start with in this kind of job. 

B: What's your own understanding --I hope at some point to be able to ask her. this 
question directly, but from you know, how did health care come to be the prime 
domestic priority, and how did it come to be her project? 

A: I'm not sure I'm the best person to ask because I wasn't in the inner circle in Little 
Rock. It was during transition that these kinds of decisions were made. The 
President had believed for a long time, going back to the spring, that the health care 
problem was a fundamentally essential problem. I remember he agreed with the 
memos I serit him on health care and the deficit during the transition. 

And so he believed that you couldn't solve the economic problems in the country long 
term without solving the health care problem. And that was consistent. I remember 
him pounding the table at the economic summit about health care. And we had met a 
couple of days before and I'd given him the memo I had done on health care and the 
deficit. 

And so in the State of the Union, he came back to it again. And had we been able 
to, we would have put health care up with the economic package. But we needed 
more time to work it out. He used to talk about it as two parts of the economic 
program .. 

In terms of Hillary's role, I can't say that I know why she took this on. I do know 
that she saw it as the major domestic policy issue in the country. And I know that 
she has an interest in domestic policy overall. And there was a lot of discussion that 
took place, some of which I was a part of, which I really shouldn't talk about 
concerning her role and the complexities of her playing a meaningful role. 

Q: ·The politics as well as the issue? 
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A:· The image and politics. Everyone wanted to use the tremendous talent she has. And 

yet, to have the public accept her policy role was Very complex. And so there was a 
lot of di~cussion about that. But I can't say I know when the decision was made or 
how it was made that she would take health care first. I must say it was a 

. tremendously gutsy thing for her to do. I know that many traditional Washington 
people advised the President-- I was in on some of these meetings -- "Don't take on 
health care."· "If you have to do something to fulfill your campaign pledge, do some 
insurance reforms, do something to get kids covered in some way, come up with a 
little bit of money, but don't take the whole thing on." 

. Q: Spell that out a little because that's fascinating. Because that's Washington looking at 
an issue that you couldn't ---

A: I remember Harrison Wellford, who's somebody I came to respect enormously for his 
wisdom and integrity saying something similar. I remember sitting with him in Little . 
Rock during the pre-transition phase and talking about the health care problem. And 
I said, well, you know, the President said we want to come up with a health care 
proposal in the first 100 days an~ try to push that through. I said, I'm advising the 
President that I think we ought to have two to three priorities for the first year. 
We've got to do something about the deficit and get a start on that. We've got to do 
health care, and then try to see if we can't get a start on political reforms. 

And he said, well, you know, that's all well and good, but the soonest you could 
possibly get health care would be four years, maybe eight years. And I kind of 
looked at him funny, and I said, well, why? And he said, "The money and interest 
groups that would be arrayed againstyou and the complexity of the issues will make . 
it impossible. II And subsequently' I heard the same thing from virtually every person 
that had Washington experience thaf.came along. "Health care's too complicated, 
interest groups are too strong, too powerful." "The divisions of opinion on it are too 
great." "You'll never. be able to bridge the chasm. It :will tear the Democratic party 
apart because you've got single-payer people, and then managed competition people." 
The common wisdom was "try to do something small so you can say you've done 
health care. And then get away from it as fast as you can." 

So to have the First Lady step up to that and put her own reputation on the line, fully 
aware of all this, and put herself out in front like that, and the President have the· · 
First Lady do it took a lot of guts. 

B: Diq you encourage her to do it, or did you say you ought to, if you want to do it, 
fine, but you ought to know what you're getting into? What was your sort of 
posture? 

A: There are some discussions we had of a personal nature that I really shouldn't 
recount. I think, though, that when it was clear we were both going to be in this boat . 
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together, I did write a note saying, this is what I think we're in for.· Because during 
those couple of months, I'd come to have a better sense of ,what the conflicts were on 
health care and the forces involved. So we did have a discussion about it. But we 
just kind of joked about it and how crazy we both were to try it. 

Q: But you laid out the concerns? 

A: Oh sure. Oh sure. And she'd heard them directly too from people. 

Q: And so had the President? 

A: Oh sure.· 

B: But you had, particullirly after the warning that you got about how White House staff 
people can be, and you had to figure out instantly that if the First Lady was your 
rabbi,. visibly, then you already had some leverage? 

A: . Well, I had said pretty much that to do this kind of job right, I had to have somebody 
with clout, whether it was the President himself, or the First Lady behind each step. 

Q: Somebody asked Harry Hopkins? 

A: So we recognized that it was ~m enormously complicated policy process that involved 
interest groups and that it was more or less a personal issue to everybody in the 
country. It's not like the deficit where p·eople can have a general sense of what 
should be done. On health care, everybody has an experience with the system. And 
so we knew we had to do something broad. We knew that the kind of team we'd 
have to pull together would have to be big because people that are experts in mental 
health are different from ones that know about benefits or insurance reform~ ·We 
knew we'd have to move quickly. So we'd have to pull together a complicated 
structure. We knew we'd be in a fishbowl, we knew that the government wouldn't be 

TR_!..NSI 

·organized yet, so we wouldn't have people to draw upon from the different 
departments in the first days.· 

I remember talking to ~y wife before I came into this, and her saying: you're getting· 
yourself into something that yo\1 can't possibly succeed at.· And we kind of talked 
andjoked about basic Business 101 ·where they say: "don't take responsibility for 
something you can't control." We talked about how that's what this was all about. 
And so I went in with my eyes open about it. But on the other hand, I've been out 
around the country for almost 10 years talking about change in economic policy and 
health care. If the President of the United States gives me an opportunity to do this, 
how can I say no? - . · · 
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I'm going to have to run. 
/ 
( B: Can we come back and do another thing like this?. 

[END OF INTERVIEW] 

I 

TRANS I 13 CLINTON LIBRARY PHOTOCOPY. 



----------------------------------------------. 

Interview with IRA MAGAZINER at the White House, Saturday, April 9, 1994 

Q: ... you're coming back from Congressional recess, and then there's going to be a 
huge push. Let's start with that. 

A: When was the last time Ttalked to you? 

Q: It was after the State of the Union message. (The January) 

. . . and you were feeling more up and down at that point. 

A: We talked last September ... 

Q: Two last fall and one very shortly after the September 22 speech, and then another 
one toward the ... I can't remember now whether it was just before or just after 
Congress went out in November. 

(Some cross talking, mostly about when they last talked.) 

· Q: How do you feel about this project that you're involved in? 

A: Right now, I'm feeling very good about it. I think the Congress and major 
committees are engaged in health care. And the leadership and the chairs of those 
committees are committed to the President getting universal coverage. The initial 
markups that we can see coming are well within the framework of the· end games that 
we had always anticipated. And so we feel pretty good about it. We're basically 
spending a tremendous amount of time working with committee. staff and leadership 

.. staff, different members, just kind of briefing, responding to questions of theirs. And 
we're being able to use a lot of the options that we had looked at back during the 
taskforce process so where members say, "well, we're not going to be able to get the 
mandatory alliances through the way you've done them, what are you really trying to 
get at, is there another way and can we do something that uses voluntary alliances." 
We're-pulling out some of the options we looked at on different ways you can do it. 

So we're deeply engaged in those discussions. We're feeling pretty good. I think 
we're also, now that the President and the First Lady are out on the road in a 
concerted way, I think we're sort of stabilizing the public debate, which .is crucial. 
So I think we're in good shape. 

Q: Are you letting each of the committees kind of do its own thing at this point? Or are 
you trying to get them to focus ... 
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A: 

------------c--------------------------------------. 

I'm not sure we could be in control anyway, but from our point of view, the fact that 
they each have to do different things to develop a consensus, is okay. As long as we 
get pieces of what's important -- all the pieces that are important somewhere -
through some committee. Basically, we've got the three major committees in the 
House. Their bills will be nielded-in Rules Committee and go to the floor, and in the 
Senate we have two committees, and then we'll go to Mitchell's office and to the 
floor, and then to conference. As long as we have the major pieces in each house 
that need to be there, somewhere, we're happy. As long as the framework is within 
the scope of the President's bill. . , 

So far, for example, what we see in the House which is moving a little bit faster as 
usual, 'is the Stark markup. Even though it has a different structure to it, it's fine. It 
meets the President's goals and keeps the process moving, it has a serious mandate in 
it and so on and so forth. 

The Dingell markup that he's trying to get a consensus on in his committee is a good . 
. markup and meets all the goals. It uses some options that we had worked with that 
were slightly less favored by us, but are quite good. So we're pretty happy with that. 

Labor in the House is moving. I think they're probably going to report a single-payer 
bill as well as some version of our bill. And that's fine. · 

And similarly in the Senate. I mean, the leadership is engaged. The Kennedy 
committee is moving and we expect to get something there pretty quickly. 

The Finance Committee is more engaged now. They're a bit behind the others, but 
they're really engaged in a lot of serious hearings. So I think all that's going pretty 
well. 

Q: As you remember, we're looking at the system. We're using health care as a test of 
whether the political system can come to grips with a particular issue, and what the 
lessons are of that experience. And you have gone through quite a lot of back-and
forth yourself in the process. What's it taught you so far? 

A: You mean in the whole thing? 

Q: Yeah, just going through this. 

A: Well, there are a lot of different aspects of it. I mean, I think, for somebody who's 
spent their life in the private sector, coming to the government and being here in 
Washington and sort of being out on point on something as complicated and 
controversial as this, .there's no question you rrieet unexpected things every day. I 
could give you a thousand answers to that question. I always knew it wouldn't be 
easy; I think I understood from the beginning how difficult it would be. People I 
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talked to who had been in Washington a long time -- I think I said this to you before 
-- .said I was probably crazy to take this kind of position, that it was going to be 
controversial and there's no way to avoid that. 

I think probably the biggest surprise has been -- and I think even if yoU: know this 
theoretically, until you live it, you don't really know -- having everything you do be 

· so subject to the day-to-day news cycles. And I think that's something that surprised 
me. 

Q: But in an earlier stage, you expressed your dismay and distress at the leaks that 
seemed to be designed to· sink this before it ever got run out of there~ . That doesn't 
seem to be happening· anymore. There seems to be much more of an Administration 
position that's there day-to-day, What's happened to bring about that change? 

A: I think once the policy was finalized, then people understood that what they might be 
doing to try to affect the nature of the policy was no longer possible, it was not going 
to have an affect as the Administration's policy was out there. And number two, 
some people were read the "riot act" about their behavior. So I think that's made a 
difference. And I think also that the Administration is older now. I mean, in the 
beginriing, we were trying to do all this while different people in the Administration 
were getting their own sea legs and trying to establish themselves and establish their 
own turf. And I think now that's more stable than it was. That makes a difference. 

I think also the fact that this is now on the front burner while it was not for the first 
months, I think it makes it somewhat freer. You know, we have sort of a front-line 
team at the White House now involved in coordinating, whereas .in the first months 
we were. sort of off to the side here, doing this while the White House was mainly 
focused, as it should have been, on budget reconciliation and on NAFTA and then on 
the Brady bill and so on. And now this is front and center, so I think it's a more 
integrated operation. 

" And I think also havirig, since January, Harold, Pat, George and me operating as a 
team, kind of engaged everyday, takes a tremendous amount of pressure off of me 
and makes it much 'more possible to coordinate this with the whole White House 
strategy. 

Q: One of the things we obviously have to do is to deal with the Whitewater impact. 
I'm not talking about the rightness or wrongness, the rumors or the scandal or 
whatever it may be, but the impact internally and how it has affected you as you've 
gone through it, and what's it like to go through that. Put us in your shoes here. 

' 

A: Well, it hasn't really affected me. I think the major affect it's had on health care is 
just that it takes people's time away that they might otherwise have spent on health 
care. I don't think it's had a public affect, but the extent to which certain people are 
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subpoenaed to appear someplace and have to get certain papers in order means that 
they're not doing health care. 

So that's a major impact. But otherwise, I don't think so. I mean, it doesn't alter the 
President's and the First Lady's stand on health care. When they go out around the 
country, I don't think it's had a public impact. 

Q: David asked you about the leaks, ... another thing, how do you feel about the press? 

A: I made a mistake early in going along with the communications decision to not be 

Q: 

A: 

·.engaged with the press. And I think !mentioned to you, for example, with Dana 
Priest, I didn't meet her until April. Because the sense was I shouldn't talk to the 
press. 

I think all of that was a big mistake. There has been some hostility from the press 
towards the health care effort, and I think we brought it on ourselves by not being 
more open to the press on a regular basis. · 

There are one or two members of the press who I think have been unfair to. the whole 
issue and to me personally quite frankly. But I think that's not the rule. The New 
Republic and Robert Pear certainly fall into that category but I think by and large, the 
press is doing its job, and I think we should have been much more forthcoming on a 
regular basis early on. If we had· been, 1 think some of the problems we've had with 
the press wouldn't be there. 

What conceptually was the reason for that? 

J don't know. I'm not the right one to ask on this. I was new to Washington. 
Communications'is not my forte. Now, I can give a good speech, I can do a decent 
job on television and so on, but I'm not a communications strategist pet se .. And so I 
deferred. But you'd have to ask others about why they felt that. The only thing that 
was communicated to me was the sense that, you've got a ton of work to do, if you 
and the others are spending all the time talking to the press, you won't get your work 
done. · 

I think there might have been also a sense that this guy is new to Washington, we 
don't know how he'll do with the press. There may have been a sense of that, too, I 
don't know. But you'd have to ask others. 

Q: I just finished up a piece for The Post, talking to people who were involved in the 
fight over catastrophic insurance, about what the lessons were. One of the academics 

A: Don't get them scared about that again. 
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Q: No, they're talking about it. That's why I'm asking. One of the academics who's 

looked at this thing, a fellow from the University of Pennsylvania, draws five lessons. 
In the fifth and final, he said the most important is: Control of information flow· is 
the single most important ingredient in whether something is going to be sustainable 
or not. 

A: -Is he saying after it passes, or before? 

Q: His point about catastrophic is, it was not explained clearly- in the beginning and once 
it was passed, nobody except the opponents, people who were trying to sink it, was 
out there saying: Just look what they've done to you. And when I talked to them on 
the phone, he said: 1 think that lesson has not been well-applied so far because, as I 
look at it -- this guy's an academic talking up in Philadelphia -- said, from where I 
sit, it looks to me as if the opponents are sort of controlling the debate. 

Was that factor of the flow of control of information, the 'public opinion side of the 
thing, a central factor as you in your strategic thinking about this project? And if so, 
then what do you think has happened? 

A: I think control is too strong a word. I don't think you can control information flow in 
a democracy like ours, and that's a good thing, the fact that people can't control 
information flow. I remember writing a memo to the First Lady in early:-May, saying . 
we would need to frame more carefully how we're going to try to get the message out 
about what we're trying to do. And advocating a more concerted effort to do that. I 
think we knew from early on that we would have to do that. 

Q: When this is done, we would love to have a copy. 

A: I'd be happyto show you some-memos. And I said in that memo and in retrospect it 
was very true, we need to bring somebody in. My forte is not corrtrrmnications. We 
need to bring somebody in who has that kind of background, and I suggested a couple 
of names, including Harold Ickes, as one person to do that. And of course, that's 
come to pass. I know it should have happened six months earlier. So I think we 
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were aware of that. · 

And then the discussions in June, July I guess it was July-- how do you do NAFTA 
and Reinventing Government and health care all at the same time? I wrote another 
memo saying if we don't have an active communication effort, with the President and 
the First Lady out there, for the first four to six weeks after health care is introduced, 
we're going to get in trouble. If we don't get the message out early about what this 
is; and define it in the terms we want, we will lose --because .the health insurance 
industry was already on the air. 

And so we had an agreement that the post-September 22nd period would have four to 
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six weeks of presidential time, every week. We geared up for that. We had a good 
message. The speech went very well. Then we went to Tampa, had a very 
successful town hall meeting. Then we had the week of the First Lady's testimony -- · 
very successful. And we were supposed to have four more weeks of presidential 
time. He went out to California to start that, and then Somalia hit the morning we 
got on the plane. So it was like two minutes of health care, the whole couple of days 
in California. 

The Presid~nt had to rush back and we didn't have any more health· events. Then 
Haiti hit. Then NAFTA heated up, he had to do NAFTA first because that had a 
deadline. 

So we literally had one and a half days of presidential time on health care between 
September 27 and January. And the First Lady was out, but basically that's when the 
health insurance industry's ads intensified and when the plan was being ·attacked very 
aggressively by different groups. And· we just did not have the ability to define our 
proposal. 

And the other problem we had which came around that time too was that it was 
difficult to have enough surrogates trained because health care is complex and it's not 
like the deficit where you can give a set speech to the Secretary of X and send him 
out. There really was a lot of prep time needed. And so when offiCials went out on 
health care, people had very personal questions, so you had to know what you were 
talking about. Forums didn't work because most Administration officials were not 
conversant enough in the issue. 

So that caused some problems. And then the other thing was, we were inundated 
-here. We ·were short-staffed. And we were inundated with just getting the bill done 
and redone. And so we lost the momentum for a number of months. And I think 
now we're starting to recover. I think this past couple of weeks out in the field has 
been very good, and we're already beginning to see some results. 

Q: Let me go back. Can you flesh out -- that's a critical period. Were you on the plane 
to _ _:_ 

A: Yeah. 

Q: So you knew that there was a diversion of Somalia, Haiti and so forth. What was 
happening to sort of make the case say to the First Lady and the President: We can't 
lose the momentum here. We've got to also, you know----

A: I was in on meetings where those things were being talked about. But if you 
remember, I mean, Somalia, Haiti and you had some Bosnia stuff going on -- it had 
an urgency to it. You really couldn't sit there and argue very forcefully not to focus 
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on them; and I didn't. I mean, I've always viewed my role not as an advocate for 
health care but as an advocate for the President. Sitting in the meetings and hearing 
the arguments for what he had to do on those issues, I couldn't argue against 
spending time on them. Those things demanded immediate attention. 

And once he got through those, it must have taken about three or four weeks --and 
then we were behind the eight ball on NAFTA, we were losing it, and he had to tum 
up the heat on that. Arid that had a fixed date to it. So i did not advocate for him 
spending more time on health care because I didn't think it would have been the right 
thing to do. And they were saying that health care's not going to be voted on till next 
spring or summer. You can't do that. · 

\ 

Q: Was it the First Lady -- where was she at this process? 

A: She was out making speeches during that period of time. And that helped keep things 
alive to some extent. I couldn't be out on the road hardly at all then because, this 
office was like Grand Central Station with 15 to 20 interest groups or congressmen a 
day coming in to advocate something in the final bill. And we were drafting the bill 
at that point, and a whole lot of decisions that seem small compared to whether you 
get universal coverage or-not, but which are crucial to individual members of 

Q: 

. Congress or interest groups, were being decided. The First Lady was involved with 
some of those decisions as well. 

In retrospect, was it a good decision on the part of the President and First Lady to try 
to nail down all of those provisions and details in the bill before it went up? 

A: Yeah, this is the $64,000 question. But I think on balance we had to. And I 
advocated the other way for a long time. I mean, I basically had advocated all spring 
and summer for going to a kind of skeleton bill ... having a detailed policy book to 
back it up, so that if somebody said, well, how's that going to work; you could tell 
them ... but. not putting it in the bill. 

Q: Well that's fascinating because everybody assumes that you're the oile who wanted to 
work it all out. 

A: No. I wanted it worked out in the policy book, so that we wouldn't get caught by 
somebody. Remember, the policy book has been out since early-September. We 'had 
a lot of backup material so that if somebody said: . well, exactly how are those things 
going to work? Or, how's the money going to flow, or whatever-- we could have 
answers. We would have answers, but I didn't want to put them in the bill .. 

TRANSJ 

And I was ultimately convinced the other way, but only after a fair amount of 
persuasion ... And interestingly enough, it was some people on the Hill who called and 
said, you'd better describe this thing in detail, or else it's going to be the stealth bill. 
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If you're going to advocate such major change in the system, you should define it. 
The benefits package' was always goirig to be defined. That was never a question. 
That was a decision. But, for example, in the bill there are about 90 pages defining 
how the subsidies work. And every other bill in the past has had two paragraphs 
saying,, we'll subsidize low-income people somehow. They felt that the kinds of 
questions we were getting from the initial rounds of hearings were so specific that if 
we were really going to have the kind of national debate we wanted and be able to lay 
something on the table, we o:ught to come out with detail. 

And so we finally agreed to do that. 

Q: For this history book, whether you'd. want to be-the source of not is up to you, but 
who were the people on the Hill who were arguing that you need to cross the t' s and 
dot the i's? 

A: Well, I had a call from Gephardt, for example. And he related to us problems with 
past legislation where things were done in skeleton fashion and then the regulators sat 
down and wrote 10,000 pages of regulations, afterwards you wound up with 
something different than what you thought you were going to get. 

And Rostenkowski and some of Kennedy's people had the same advice.· 

Q: How was the decision make? Was there some point when ... 

A: We made a decision in August to draft a long and a short version, so that we'd have 
the long version if we needed it. The short version could be drawn from the long 
version. Sometime in September, I think around mid-to the end of September -- we 
decided to go with the longer version. And I can't remember a specific meeting when 
that happened. 

Q: Was it before Clinton's speech? 

A: It was right around the time of it. 

Q: This was a presiden(ial decision? 

A: I think it was a decision more made among the First Lady, myself and others, sitting 
around the room .. A number of people involved in the drafting and s'ome of the 
congressional liaison people. It was presented to the President and he saw the pitfalls 
of it, and he also saw the reasons for doing it. 

Q: And from your April 9th-- ·or whatever the date is today-- perspective, do you think 
your first instinct was correct? Or you ---
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No, I think on balance, what we ~id was right even though we've taken a lot of heat 
for it, because I think that we're going to wind up with a better policy that's got more 
of a chance of working the way it's intended. And I think, despite all the criticism, 

. we'll have a better debate because of it. I think it basically causes the Congress to 
have to think it through. 

I think what CBO said is accurate about this. The CBO report said if you really 
describe how any of the other plans are going to work, they'd be at least as 
complicated as the Clinton plan. And I think it's better to have that all on the table. 
I remembered going to visit my family in Rhode Island for a day in August, reading 
all this legalistic language, and I called Hillary and said: you know, you read this 
darn thing, and it sounds like the worst bureaucratic nightmare in the world. And 
she said: well, a lot of that's just the legal language. When you draft any bill, it 
sounds like that. And I remember thinking, but that's part of what's wrong with 
these laws. And Paul Starr and Mandy Grunwald had the same reaction, thatit' s 
going to seem like this is too regulatory. 

And then I broke it apart, and saw that 150 pages of it was long-term care. The 
longest piece, interestingly enough, is. one that has involved the least controversy.·. 
We picked up a suggestion that had been in the Bentsen bill about better regulation of 
private long-term care insurance~ It is the least intrusive, least governmental part of 
the bill, yet its the longest section in the bill. And I remember having discussions 
about that with somebody, saying, well, in a sense, when you try to leave something 
private as opposed to having the government take it over, you then have to put some 
regulatory framework around it. If you spell that out, it sounds ·regUlatory. And it's 
either going to be in the bill, or it's going to be done afterwards. 

So what I became conviriced of, and I thinkit's right, even though we have suffered 
in the way the bill was attacked, is that it's better to spell things out. The biggest 
danger of this reform effort is not that_ you don't pass the bill, but it's that you pass 

.· the bill and it doesn't work. It runs haywire. And you really mess up things. And I 
think there's no doubt in my mind that we've made mistakes in the bill. I mean, it is 
too complicated not to make some mistakes. 

Having it all out there like this is helping us find the mistakes, because people are 
really able to look at the details, critique them and a lot,of the changes that are going 
to be made in the congressional process are going to make it a much better bill, and ·· 
we're going to be better off for it. 

If we'd just put a skeleton thing in, we never would have found all that out. And I'd 
be scared to death to just pass that skeleton bill, have some things be fundamentally· 

· wrong with it, have a bunch of bureaucrats that run the departments sit down and 
actually write out how it's going to work a year or two from now, and have the 
President blamed if it doesn't work. 
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So when I take that longer term view, even though I would say in the past six months 
. we have been hurt by the fact that we spelled everything out, politically, I think in the 
longer term, it probably was the right thing to do. 

What do you think will happen on this next October, November? 

I think before the election, whether it's August, September, October, we'll have a 
bill. I think there is a much, much better than even chance. In fact, it's quite likely. 
I think it will have a much higher percentage of our approach in it than people might 

· expect when it finally comes out. I think -- in September, and then again in 
December, the President signed offon a series of acceptable end games. And I've 
described to you that the bill was designed as a negotiating document and designed to 
have pieces stripped away from it and so on. And so far, what we're seeing, is well 
within the bounds of those end games. 

So I'm still quite optimistic. And it'll be a different bill, for example, there will be 
something that does the functions of the alliances ... they certainly won't be called 
alliances. Pete Stark's calling them clearinghouses now and that's fine. And things 
will be done differently, but I think we're going to get it. 

I'm going to go back to the earlier discussion about the sort of the public debate just 
for one moment, and get you to focus what I think is implicit in what you were 
saying, which is that in our· system of politics and government, as it operates· today, 
unless the President personally is delivering a message, that message doesn't really 
get through. Is that what you're observation would be about this? 

A: That's interesting. I think, it is a good question and I don't know the answer. But I 
think the President being out there delivering a message is a heck of a lot better than 
anybody else doing it. Whether you couldn't do it without the President, I don't · 
know. But on something this hard and this complicated and this controversial, it's 
very hard to do without the President. The First Lady, when· she is in a media 
market can break through. But she will be less likely to be on the national news than 
the President. And I think it's particularly true, I don'tknow whether it would have 
been true of some other presidents, but this President and this First Lady are such 
good communicators, and they command the attention of a crowd that I think they can 
make a difference. Cabinet secretaries or senior White House officials, forget it. We 
have no clout. We can, in individual situations, sit down with a group of people in 
somebody's district and make a difference, but the etfect on the public is minimal. 

Q: One of the institutions that tried to engage in this, but seemingly without much 
success, is .the Democratic party. 

A: Well, I think they had some degree of success in what they've been doing at the 
grassroots level and so on. But there's nothing like having the President out there. 
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And I think the fact that he'll be doing a lot more of that these next months will be 
helpful. 

I don't have a clear picture of Hillary Clinton's thinking about how this thing should 
proceed. ·You said you talked to her about the legalistic, too legalistic, on the phone 
or whatever, and she responded like a lawyer, if I understood you. 

I think she had the same concerns. But there ~re some specific things that I was just 
sort of pointing to and I read her some passages and so on. And she was just saying, 
but that's the way legal language sounds. No, I think her thinking was very similar 
to mine. I mean, we both went back andforth on this. 

Well, she's instinctively a tremendous co:nnllunicator. And when she gets out there,· 
she does a tremendous job. And we always saw two separate tracks. Not woo many 
people were going to read the bill. And we needed a different track for 
communication. But just with respect to what the legislation itself should look like, I 
think we both went back and· forth over it. I mean, basically, when you put out a 
long bill, two things happen: One is the very fact that it's length will make it seem 

·bureaucratic, and what you're doing seem regulatory; and number two, that it will 
give opponents a chance to kind of pick out a passage here or there and build it up, 
whatever the passage turns out to be. 

On the other hand, the arguments on the other side for example were also valid. We 
talk about giving everybody a health security card. Unless you can point to a fairly 
detailed set of confidentiality protections for people and anti-fraud provisions and so 
on· and so forth, people are going to get nervous about it. Or if nurses and doctors 
are very concerned about scope of practice issues or whatever. To try to do that in 
one paragraph or two is very hard. To reassure them that you're really going to meet 
the concerns they have. So there are arguments on both sides. 

I think what we did was right. 

Q: I want to move to a slightly different area. One of the other dimensions of this thing 
that we're trying to track is the role and the activities of some of the interest groups. 
Obviously, something like this, you can't do across the board. But I'd like to get 
your reflection on one that I've been sort of tracking, which is the Health Insurance 
Association. At Rostenkowski's urging, I gather you met at some point early this 

TRANSJ 

year with Gradison. And he sends you a memo at your request saying, here is a way 
that we think you could see objectives -- you have many which he claims to support -
without putting a lot of our members out of business. But a decision is made, 
apparently, that you're not going to sort of pursue that negotiation or discussion. And 
as I understand it, you have not -- or the White House has not -- been participating in 
the meetings that he and other interest group people have been having with committee 
staff. Can you walk us through that? 
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A: · Yes. I think, first of all, just to set the record straight, Bill Gradison is a good guy. 
I mean, our kids are in the same school. I met with him twice, once inthe spring, 
once in the summer. 

Q: Of last year? 

A: Of last year. So the notion that somehow we. weren't meeting is not true. We met 
twice and given the 1,100 interest groups we have to deal with, that was a reasonable 
number of meetings. We didn't ultimately agree with him, but we talked. 

TRANSJ 

During the period from May till November, I was probably the most unpopular guy 
in Washington. Because every day, there'd be a bunch of people coming in here, 
saying, put something in the bill. And ultimately, in most cases, it was me saying, 
no. Andcongressman X would call and say: "you've got to do this and this and 
this." And we'd sit and talk about it, and we'd say, no, we just don't think that's 
good policy. And then it was well, Magaziner is a political jerk because he didn't do 
this. · 

So every day I was doing that with interest groups and Congress. Calls were made 
based on what we felt was the best policy and what we thought would be the best 
place to start, politically. And it was clear to us that we had to get out of that 
business, and that basically, Congress has to take ownership of the bill. As I said, I 
think probably, even if we'd come down from the mountain with the tablets on health 
care, Congress was going to rewrite them anyway. It was important they take 
ownership. And therefore, they should be the ones cutting the deals, not us to build a 
political consensus. And obviously, they're going to be letting us know what they're 
doing and tl).at's happening. But they should be out there leading that, not us. 
Becau~e otherwise, we undermine them and their ability to do it. 

So we had the situation starting in November where I was Mr. Inflexible because 
basically, people were coming in and in some cases, quite frankly, coming in with 
good suggestions. If we controlled the process, I would have said, yeah, we made a 
mistake on that one; or yeah, you're right about that. But it would have been a 
mistake for us to do that. I mean, let members of Congress do that and get votes for 
changes they make, not us. 

so· we were in this hiatus which we're finally out of now. But it was the worst 
possible time, December, January, February --because we had all these groups -
business groups and others --pressuring us to make changes. And we had to just say, 

. it's on the Hill now. Yet the Hill wasn't acting yet so there was a hiatus .. And so we 
just took a tremendous beating during that time.· But I think it was the right decision, 
and we have very, very capable committee chairs, like Rostenkowski and Dingell_ who 
are co-sponsors of the bill. They are committed to getting this done. They've 
committed to the President to meet his goals. And the more freedom they have to do 
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what they've got to do, the more likely we are to succeed. 

Let me ask you about one other thing, and Haynes knows this better than I do 
because he's done more of the interviewing. AARP, I mean, here's somebody that 
you gave a big, a couple of big soinethings to and yet they clearly are hanging back. 

HAYNES: Tell us about your view of dealing withAARP in this process. We've 
heard from the other side. 

You've heard from the AARP? 

Yes. I've been tracking (it?), the reluctance in the meetings and trying to get, at one 
point, Hillary turned from the President . we want an endorsement, and if there's 
not going to be an endorsement, we're not going to deal with you. There's a lot of 
back and forth _ _: 

· I want you to explain to me why they've acted the way they have. 

Well it's pretty Byzantine, I must say -- the variety, the board·, the range of the 
people and so forth. But from your side, what is it . . . · 

Well, I mean, with the Health Insurance Association, and Bill Gradison's a very 
skilled man, very nice man, and very knowledgeable about the process. Ultimately, 
some of what they want to see in the bill, we just don't think is good public policy. 
And a lot of what they have suggested to us, at the times that I met with them, still 
left insurance companies able to cherry-pick, and it was not really community rating, 
it was swiss cheese, so we just didn't agree. And we agreed on universal coverage 
and so on, but we just didn't agree on a bunch of other things. 

And so it's not surprising that they were going to oppose us. But the AARP is 
different. We think this bill is extremely good for seniors. And the prescription drug 
benefit and the beginning of long-term care, and the early retiree benefit -- half their 

. members are age 55-65 -- are things that we think are very good for seniors and we 
think that, we took their counsel on every issue. It was our goal to take the counsel of 
many senior groups, to produce something which they should be supportive of. 

Now, to be fair, they have been supportive in some ways. If you read their 
newsletters, you look at what they're saying to their members, look at their 
pronouncements, with one or two exceptions early on, they've been very positive. 

We go hung up in this trap of endorse or not. And it's been a source of great 
frustration. I'll never forget though this is a problem we've had with this particular 
writer, but there was a New York Times headline when we were doing a very· 
positive event with AARP, a,nd the officers of AARP, (it was in New Jersey) were 
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just effusive about how good the bill was, but then they had a·board meeting a day or 
two later and they still decided not to endorse the bill, and the headline is that they'd 
refused to endorse. And I had groups in the following week, I remember, they were 
saying, why does the AARP oppose your bill? 

So, it's been a source of frustration, and I understand they have their own internal 
problems to work out, but I hope that they'll become more .positively aggressive soon 
because I think, you know, as the Stark markup indicates this is no guarantee. Even 
the prescription drug piece is watered down in the Stark markup. 

Q: The impression I had is you did want them toendorse. 

A: Oh sure. 

Q: And Hillary wanted very collectively. 

A: Well we wanted them to endorse . . . one other factor we had in the fall in terrtls ·of 
public communications which was frustrating, and I think it's changing now, is.that 
groups who are generally supportive of us felt the bill went 90 percent of the way · 
towards what they would like. They were spending theirtime trying to push us on 
the other 10 percent instead of out their advocating for the bill. And that was very 
difficult. · 

That's changing now. I feel part of what's making me more optimistic now is a lot 
of these groups now are mit there, understanding that it's getting around to show 
time, and they'd better start supporting. So I think that's turning around too. But the 
fall was tough. 

Q: Can you' give us an example of that, where you see the change in the attitude taking 
place? 

A: Well, I was in a session the other night that the Vice President had at his house with 

TRANS) 

. a couple hundred representatives of the mental health groups, for example. And they 
would have liked us to give more. on mental health benefits. They acknowledged that 
what we've done advances mental health benefits tremendously, but it doesn't do · 
everything that they had hoped we could do. And so there was a lot of grumbling 
about, why aren't they going all the way? Why do we still have limits on some 
benefits? 

Now I think they're understanding that they could lose mental health benefits, and if 
they want to protect even watered down benefits from what we proposed, they'd 
better get out there and start fighting for what we've got. That was certainly the 
sense of that session at the VIce President's house. And I think we're going to see a 
lot more advocacy. That's just one example of it now. 
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Q: How much power do these groups have in our system? 

A: You asked me that in October, and I think they have some, but not as much as the big 
moneyed groups. 

· Q: But you have to have made some assessment in terms of your dealings with them, and 
also of what you hear from the Hill. 

A: - Well, it's getting interesting. I don't know for sure. 

Q: Well, let me give it a specific example rather than a generalization. There are people 
on the Hill who say you cannot pass a health bill in this Congress without the support 
of the AARP. 

A: Well they may be right. I mean, this is my first big political battle in Congress. 
This is my first look at the inside of the way things work and so I may not be the 
right person to ask. I think there's certainly a will to try to accommodate different 
groups on the Hill. But when push comes to shove, what will happen I don't know. 

Q: Who's the key person in the Congress in your mind? 

A: I don't think there's one key person. That's the problem. It's such a complex piece 
of legislation going through so many different committees, there are so many difficult 
votes. I mean, that's the thing you keep coming back to. Most bills have a couple of 
tough issues. This bill has dozens of them for everybody. · And obviously the 
leadership of the cominittee- chairs is crucial. 

Q: How do you keep track of all that, the fact that all the different members of all their 
districts ---

. A: Well, we spent a lot of time learning that. We basically have targeted a number of 
members, and obviously key committee members are important. But we've 
understood since last August that the bill had to change. This when we recommended 
the strategy, which I think was ~he right one, of not, in the President's speech,. 
saying, here's our bill, take it or leave it; but rather saying, here's our bill, we want 
to start the debate with a detailed proposal, but here's the principles we really care 
about, and we're very flexible on the details. I can perhaps show you a memo on this 
later on. 

TRANS3 

Now, there were some that argued that that made the President seem too wishy-washy 
and that he didn't care about his own bill, or whatever. But we think it was 
absolutely the right thing to do, again because the Congress has to take ownership, 
the details had to change, they had to find a way to reach consensus. 
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Nobody could predict in advance what the main pressures were going to be. I mean, 
you could do it somewhat, but nob9dy could. And so you had to give the committee 
chairs and the leadership enough flexibility to do what they had to do. And we'll see. 
We'll see how that moves. And we still don't know. We know what we have to do 
so far, but we still don't know how all-that's going to work itself out. · 

But I must say that if I were going.to have· allies in a battle like this, in Congress, I 
mean, the Dingells and the Rostenkowskis and the Kennedys on your side is not a bad 
group of allies: If you want to get something done, they're much better than any of 

.. us. 

Q: Those memos will be very helpful to us in all of this~ We really would ... 

Q: The one specific incident which may have turned out in the long run to be significant, 
or not, I don't know, but I'd love to get your experience of it on the record, is the 
famous CBO report. 

A: Yeah. That's been an interesting dynamic in which you've actually played a role, as 
you know. But I think the report itself turned out to be pretty good news for us. 
Probably one of my scariest moments in this whole past year was when I heard about 
the report. We didn't get the report until about noon of the day it was released. And 
I got word about 10 in the morning that they were going to be $130 billion off from 
us on federal spending over 10 years. And I couldn't figure it out from everything I 
knew, and I went through about two hours of real butterflies in my stomach. And we 
finally got the. thing at noon and I read it over, and it was a· complete relief. Where 

Q: 

A: 

TRANSJ 

. there were discrepancies, they were easy to fix because they had almost identical 
numbers. There was only $2 or $3 billion difference in a $1.5 trillion system on 
estimating what the savings would be in national health expenditures year by year. So 
they were basically projecting the same exact savings in cost for the system as a 
whole. But where they disagreed with us is they thought state and local governments 
and businesses got more savings and the federal government spent more than we did, 
because they thought that businesses would be more successful in gaming the system, 
for example, or that certain things that state and local governments now spend money 
on, mental health and others things, would add to the private premium, and therefore 
federal subsidies, and would reduce state and local governments spending. 

So once I saw that, then it was a complete relief because it meant that, there's a 
dozen little things we could do to get the deficit back to where we wanted by just 
shifting some things around. We didn't have to find any money, we just had to shift 
around some spending and tighten up some rules. 

But you had no idea until 10:00 o'clock that morning what it was going to be? 

·We had had an idea about this on-budget/off-budget thing, but that's not serious either 
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because Congress can fix that. If they don't want it on budget, that's a. simple thing 
to fix. 

But what we were really worried about, and what panicked me for two hours, was the 
thought that we were that much off in terms of the total system spending, because that 
would have meant we would have had to find major new revenues or major cost cuts 
in some way. 

Q: Now there's lots of indications that the Democratic leadership, members of the · 
Democratic leadership, had had a pretty good sit-down with Reischauer earlier that 
week, but nothing came, no information? 

A: My understanding is that that was about the off-budget/on-budget issue. I think both 
the Republicans and Democrats were pressuring quite a bit, but I think that was about 
on-budget/off-budget issues, not the actual numbers. And what Reischauer had said· 
all along, and he said it in his testimony, is that the differences in our numbers are 
going to be relatively small. And that is true, for a $1.5 trillion system. But because 
of the deficit swelling. For those couple of hours we were really panicked until we 
saw what it was, and then it was a big sigh of relief. · 

And basically, I think Mitchell did a great job of questioning. Reischauer to make. 
these points. 

Q: Yeah. In fact, ... but it was superb. 

A: Yeah. And it basically showed ... 

Q: Got him agood job. · 

A: It put the whole thing to rest. I mean the initial day or two of flurry about; whether 
CBO hurt us, he basically put that to rest because it was very clear that we were very 
close together. 

Q: Did you write those questions for Mitchell? 

A: No, though we reviewed them . 

. A: We're waiting for CBO to evaluate the Cooper and Chafee bills. We wish that would 
·· have come by now. 

Q: . Let me try a different kind of question ... The last conversation I had **I did was 

TRANS3 

with Clinton, coming back across the country. And ... we're flying across the 
country ,a nd I said: Let me take you back to the campaign. Here we are, there 
below us is this mystical something called the people. Do you think you misjudged 
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the people, what they were ready for? In other words, you didn't ask for sacrifice, 
you'd give them a tax-cut and so forth. Do you thinkthey were ready for more than 
you were willing to do, or ask of them ... ? Tum it around on the health care, when 
you go back to when this thing is beginning, maybe it's too early to do that, but---

I was out'on the road the week before last. I think the vast majority of people, want 
comprehensive health reform. And that shows up in all the polls. And I think they 
want the fundamental mechanisms we're putting forward. That shows up in all the 

·polls. The Wall Street Journal, a couple of weeks ago, reflected very much what we 
see in our polls: if you ask people about universal coverage, employer mandates, 
premium controls -- various things -- it's all 70 percent plus favorable. 

I think what's going on is because this is all' so personal; and because people are 
always nervous about change, I think they want more inforination. They're nervous. 
I liken it to an analogy about buying a new house. If you live in a· house, if the 
roof's leaking, you know you've got to get out, it's not comfortable anymore, it's not 
big enough or whatever, and so then you start looking, and youlook at this great new 
house, and you love it. For the first week or so , you know, this is going to be 
wonderful. I can't wait Then all of a sudden, you get a buyer's remorse, the realty 
firms describe that it happens every time. Then you look at some other houses 
because it's such a big deal. And so you go through a certain period of time where 
you're sort of looking around at every other house, and you can't be certain. but one 
thing that's for certain is that you don't want to come back and keep living in the old · 
house, because if that's what happens, you're going to be angry, you're going to be 
upset. 

I think, you know, that USA Today poll in December reflected this. When they 
asked people: what is the greatest achievement of Clinton in. his first year? Do you 
remember that? And there was a list of things. And introducing health care was the 
biggest one. It got more than the Brady bill and the budget. And then they said: 
what is your greatest disappointment in the first year? And the biggest one was not 
passing health care. I think if this thing doesn't happen, if you don't get 
comprehensive reform~ people are going to be angry. Because I think their hopes 
have been raised. 

So my view is that we are on target. I think we've not done as good a job as we 
could have in communicating, we could do a better job at that. But I think when all 
is said- and done, we're going to get it because people want reform. 

HAYNES: There's another factor to this, and I want to ---We have been told, here 
l.n the White House, that the concern over Whitewater erodes their trust. And if their 
trust, believability of Mr. Clinton's is eroded, whatever or not, that affects (whether 
you) sellsomething. 
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A: Yeah.· I think trust in the President and the First Lady is important. But in all the 

polls, and this has been very consistent, when people are asked: Who do you trust on 
health care? Or who do you think car~s about people like you and issues like this, 
and then they put the President up against Congress or the Republicans, it's 60-20, 
and that's about· as good as the President gets. So I think the trust. for doing 
something like this is there. 

I don't know anything about it, so it's easy to 'offer an opinion when you don't know 
anything about something, but I think this Whitewater thing's going to rebound 
tremendously against the Republicans because I think when it becomes clearer that 
there's nothing there, people will get angry at the charges. But I think on health 
care, when you see the First Lady go out as I have and she gets into crowds that are 
not the most friendly; physicians and so on, there's a respect for her, a respect for 
what she's done. I don't think that's eroding. 

END OF INTERVIEW 
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Haynes Johnson interview· with IRA MAGAZINER in the EOB office late Monday 
afternoon, June 23, 1994. 

A: I think there are one or two cases. where I may have misspoken on dates, something 
was late-March and I said early-April or something· like that, so I want to look at . 

· trartscripts arid correct them. · 

Q: One week before the Fourth of Juiy recess. Give us the overview right now. 

A: Well, as you know, we had hoped to have all the committees reporting out by July 
4th and going to the floor in July. On the House side, Ways and Means should get 
out by then and Labor should get out by then, might be today actually. Both will be 
strong universal coverage bills. Energy and Commerce is still uncertain. They're 
still one vote short. And so we'll have to see where that goes in the next week. 

TRAN4 

On the Senate side,, we have Kennedy's committee out with a good, strong bill. And 
in Finance there's a lot of discussion going on and we'll kil.ow in a matter of days . 
probably, another week, where they'llbe. And then both Mitcheil and Gephardt are 

. going to the floor in late-July· which is on schedule and will try to get to a vote before 
the August recess. 

So in that sense things are on track. Once we have a ne:w vehicle, vehicles that are 
going to the floor we can go into a more public mode of trying to sell them. We're 
in the dilemma,· I think, in the public debate where there is still very strong support 

. for the elements that we proposed, universal coverage, employer requirements, cost 
containment and so on. But I think the opposition has scared the public about 
something called the "Clinton Plan" so that I think that that Wall Street Journal story 

· a while back still continues to be true in our polling. People like what's in the 
Clirit~n plim but they don't like the label. · 

And it's still brought home to me whenever I go out. I think The Post ran an article,. 
Dana Priest with Senator Baucus in Montana which is very typical of what we see. 

·."You'd better not vote for the Clinton bill." "Why?" . "Because we don't want the. 
government to take over all the hospitals." Well that's not what we propose doing of 

· course, Q.ut there's been a lot of scare. 

So I think what we need to do in the re-launch is to come out and say, okay, we've 
heard the public and we're changing some of these things, we're making it less 
bureaucratic, less governmental. And what we've got to accomplish is universal 
coverage, get these.costs under control and so ori. And I think we will launch a 
significant public campaign in July, right after G-7, around the vehicles that are going 
to the floor. 
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I think there were beginning to be some doubts in the media the past weeks about . 
whether we were still committed to universal coverage, I think the· President and First 
Lady have been very clear this week that we are and that we're going to fight for it. 
And I think they remain as committed as ever to that. One big question mark, and 
this has been the question mark for months, is what are the Republicans going to do? 
We have always believed -- and I think it is correct --that there are enough moderate 
Republicans in both Houses who, left to their own devices -- that is to do what they · 
really believe themselves -:- could come together with us on a bill that we all could 
support that would be a universal coverage bill and that would meet the President's 
principles. 

And I thillk the question mark is whether they'll be left to their own devices to do 
that or whether the pressure from the Republican right will be so strong that they'll be 
blocked from coming together with us. I think that is the one big question mark. 

. . ' - . ' 

Q: I had a conversation with a Democrat in the Senate Finance Committee, he said it was 
now 60-40 that they wouldn't get a bill out. In the fall. If the White House thinks . 
they're going to get the Republicans nciw i think they're wrong. Earlier this week, · 
yes. This is similar to conversations I've had with Republicans. What's your · 
conversation internally? You're aware of the tensions·that exist up there? · 

A: · Well what the President decided a couple of weeks ago was that we had to find out 
whether the Republicans were just trying to stall us along until no bill was possible or 
whether some. of them would be serious in their engagements. And so we decided to· 
give it one last try and we hadn't had much work with Republicans. And during the 
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. Kennedy process we saw some signs that at least some of them wanted to work with 
us even if they didn't vote for the bill._ And so we said okay, let's give this another 
big try and so we called in a number of Republican senators as well as some of the 
more conservative Democrats on the Finance Committee. We put out all the feelers 
we could and said come to us and tell us what you need and how to do it and so on. · 
You ·said 'you were for universal coverage, if you don't like a lot of what we've .done, 
tell us how you want to do it. 

-
And we felt it was worth one last try to do that and we have to see where it leads. 
We don't ·know yet.for sure. I think that Gingrich has overplayed his hand a little bit 
in the past week or two in the way he's been blocking the Republicans in the House 
from working with us and so we don't know whether that might break something -
loose. So our sense right now is we're going through that one ·last try to see if we 
can engage them. If we can't then we'll go forward and we'll fight like hell and. 
we'll Start out with a Democratic bill with Jeffords and then try to engage it on the 

· floor and try to see if we can get enough public momentum behind universal coverage 
to.move them then. But there. is some growing revulsion, I think, to the filibuster. 
And I think there is the possibility that the Brady Bill type situation could be created 
where the House passes a bill -- which we think will happen. And where it's clear 

2 

CLINIONL1BRARY PHOTOCOPY 



( 

that there!s a majority in the Senate which we think we can getjust among 
Democrats~ and those moderate Republicans who really want to do something might 
then come back and say, okay, if ymi change this, this and this we might be willing 
to 'do this, or at least not filibuster it. 

And I think we are hohest.enough to know that that may not happen and that 
therefore we may wage this battle and lose to a filibuster in which case we'll carry it 
·forward ·in November. But the public will be very upset if that's what happens to 
health reform, the House has passed it and the Senate has a potential majority and a 
group of Republicans just filibustered. Particularly where we have shown the ability 

. and willingness to compromise very significantly, I think that will tum the tables on 
this thing very rapidly. · · 

So, given all of that, ifi ha:d to prioritize where we're coming from, the first priority 
is let's try to get a bipartisan compromise now or next month, if the moderate 
Republicans will be allowed to break loose. If that cannot happen then we will try to 
build our Democratic majorities in both Houses. We will still be inviting Republicans 
to participate. We'll fight publicly and we'll fight.a filibuster and maybe we'll get a 
very good result arid maybe we won't. 

Q: There's a phrase that jumps out, "one last try" for instance. This is a big thing. ( 

A: Well when I say the last try I mean you know pre going to the floor. 

Q: · That took alot of soul searching. Can you help me understand? 
. ,. 

. . . 

A: Well I first had discussions with Senator Chafee last spring and I think he indicated to 
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you what I also remember which is that we were reaching out to say should we try to 
fashion something together going way back then. I had these 20 meetings with House 

. Republicans under Hastert because he was the head of their group and I think if you 
talk to hini or members of that group they will tell you they were reasonably 

· productive sessions. 

But ultimately they made· a decision •. and Chafee voiced it to me, saying, no, we think 
it's best for us to produce our own bill and· then we'll discuss afterwards. 

We then came back after the bills were introduced, I went to see Chafee in December 
in Rhode Island in fact. We also made approaches to a number of the House 
moderate Republicans arid said how should we do this, should we start talking? · 
Where are we? -And so on. And the view then that they expressed was go through 
the Senate Finance Committee because a number of us are in that committee, let's . 
play it out through the regular order which is what the Democratic leaders were also 
saying to us, play it through the regular order. So we did that. And the request was 
for us to back off and give technical assistance to the committees, give ideas and so. 
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on, which we've been doing, but not to try to over-manage the process --which I 
think was the. right strategy. 

So we followed that strategy and we've been actively involved, as you kiiow, · in 
providing assistance to all the committees, coming up with ideas, running numbers, 
doing all that kind of stuff. ~ut not trying to drive the process. ·So there have been a 
number of occasions where we made approaches to moderate Republicans saying· is 
this the time? 

We had a bipartisan dinner at the White House in February or March, irivited the 
Republicans in and so on and so forth. So I think we're seeing where we go now on 
this. And we'll see what happens in the next week on some of these discussions in 
the Finance Committee that are going on and then if it doesn't seem as if we can get · 
something that's universal coverage where the Republicans are coming on to it, then 
we'll go to the floor with something which is democratic and then we'll try again on 
the floor and see what happens. 

There are· some.people that think that basically the Republican leadership has never 
been sincere and they basically wanted to just give the President a defeat, they don't 
want to let him win health care because they feel that would give him too much of a 
victory. They've never been sincere, they~re just stringing us out. There are others 
who feel that that may be true of the Phil Gramms of the world but that the Chafees 
and Durenbergers do want something serious and they're trying to work with us. 

Isn't it true over here too, a split among those who think let's just fight it out and 
take it to the country. This is the great issue for Clinton, that it could actually be in 
some ways a bigger problem. If they don't come up with what you want, take it to 
the country and we'll win on it. Is that part of the equation? 

I don't think there's a split at the White House. I think there's a lot of fluid 
discussion because everyday there's a new piece of news and people form different 
views --I don't think there's anybody who thinks that we should give up universal 
coverage and that if we fail to get universal coverage, we've got to fight for it. But 
on any given day there's a lot of different views on what we should have done and 
what we should be doing. 

We've been dealing with you now and you've gone through this process,- enormous 
investiture of your life. How do you personally feel right now as you've gone 
through it? The ultimate question is how well did the system function, what does it 
tell us about the system? It's too early for the final lesson. How do you feel now? 

_Well I feel pretty good about it. I mean you can always look back at things you · 
could have done differently and you know you can't be involved in something as 
complex and difficult as this without making some mis~akes. But as I said before, 
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I've always viewed this as a process where you put one foot in front of the other 
every day and know that it's going to be very difficult every day and you just keep 
plodding ahead. And I compare itto·a couple of different things. One is what 
everybody told me during the first nine months I was here about how difficult it is to 
get anything seiious done ·in Washington. And the fact that we are going to get a bill 
to the floor in both Houses, out of committees in each House, to do-comprehensive
health reform in a pretty bold way' is a first in 60 years of trying to do health reform. 
It has never happened .. Usually reform got bottled up in Ways and Means and a bill 
never got out. 

Four weeks ago the newspapers were writing articles that said, if Rostenkowski is 
gone --.it's over. I mean every day I came to work and I got calls about what are 
you going to do without Rostenkowski? This is going to kill health care if 
Rostenkowski won't be there. And I kept saying well- you know you miss somebody 
like Rostenkowski but I don't think it's fatal, iri fact that committee's going to go 
ahead. And basically Gibbons is going to get a bill out next week. And that nay· 
saying has been happening for a year now so I guess I· feel reasonably good about it. 

The only worry I have~ and it's probably my main worry because it's the thing I'm 
most responsible for is that if something gets cobbled together towards the end, where 
the political compromise finds some attractive pieces to fit together but it doesn't 
work in actuality we could produce something here that might not be good for the 
country. My worry every day is to make sure that as things are fluid and as we have 
to change things that we still have a bill that hangs together. And I don't think we're 
in danger of that yet but I see how quickly things move and it's only going to get 
quicker. And so that's my concern. 

Now you can fix stuff in some of the recesses, you know, those of us who will be 
working behind the scenes and sort of take the concepts they agreed on and put some 
language behind it in conference but if the concepts that are put in place don't fit 
together we could have a problem. So that's my biggest worry. Otherwise I think 
we're doing okay. 

I mean look, if we fight this thing through and we lose it, so be it, you know. _ But I 
think our. chances of winning are pretty good ultimately. . 

Describe for me the Sunday session· with the cabinet and so forth. 

On a day-to-day basis t~ere's a small group, Harold, Pat and myself, George 
sometimes, who are sort of guiding this process and we make decisions to set up. 
meetings like those during the week with Boren and other individuals. 

Whose idea was that? · . 
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To set up those meetings? I think we all participated. I don't think it was any one 
person. We probably specified the specific individuals· but I think Mitchell in some · 
discussions I had with him and I'm sure he had with others said why don't we try to 
get these people in arid see where they are. Try to see if we can make something 
happen. So we all sort of felt that. 

And as we had those discussions, a lot of other people in the White House and in the 
Administration who were hearing things up on the Hill were calling me and saying 
what's happening? So we decided that we'd put a meeting together of everybody to 
see if everybody. would be on the same page and to hear the President make it clear to 
everybody what he wanted to do in health reform. And the hope was to try to get the· 
meeting towards the end of last week but the President needed some rest and we . 
. didn't want to inflict it on him so we put it on Sunday night. Korea came up. So we 
did it Sunday night. 

And what was it like there? What was the· message? . 

· There was some good discussion on where 'people thought we were, opinions 
expressed on what we tliought theRepublicans were doing, would the Republicans be 
serious, would they engage in the Finance Committee to produce something which, 
even if it wasn't something we could favor, at least it was uruversal coverage. 

I think the dynamic we had observed during the past three or four weeks was that 
Breaux or somebody would float something which was movement, with the idea of 
let's try toengage the Republicans. And so initially he floated small business carve 
outs as a compromise. Because we all had known, and had experienced conversations 
with some Republicans who had said maybe they could support an employer mandate 
if there was a carve out and so he broke the ice and said okay I'll do this. 

And then they moved away from that. And then Conrad and some others had come 
up with this hard trigger idea which at first there had been some reason to believe 
would attract Republicans, and then they moved away from that. So some people 
were saying well wait a second, this is just a game, they're just sort of playing with 
us. So there was discussion about that and what the seriousness of it was. 

And some of the Senate Finance Democrats, particularly Boren, but others had aiways 
said, look, we'd like to get Republican support on the bill in the Finance Committee. 
And so we're looking to find where they are. And there was a lot of discussion of 
that. And then there was discussion whether there was anything we should do to help 
the process alo:p.g in Finance. The President made a statement which I won't be able 
to repeat as well as he made it,· he was talking about MFN and China and how people 
talked about campaign promises and he said that he had a good record of keeping his 
campaign promises and people who'd studied these things were saying that. But on 
China he had changed his position from the campaign and he said even though there 
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may be a political hit on that, he thought policy wise it was the right thing to do· and 
that as he became more educated he felt he had made .the right decision from the point ·· 
·of view of the country and so he had changed position. 

On health care he said he thinks we're right both poli~ically and policy wise in 
fulfilling the campaign promise, that basically politically the country wants universal 
coverage and that shows up time after time in polls, and from a policy" point of view 
it is the right thing to do. You can't fix the system, you can't get cost control unless 
you do it, and therefore we have to stick with it and we have to be firm about it. 
And there can be no question that that's what we're for. And somebody raised at the 
meeting that because we were being so flexible on what we were calling the details, 
that there was a sense that we might be willing to give up on universal coverage or 
you know accept the 91 percent solution. And he wanted to make the point very 
clearly that the 91 percent idea was a fraud and that we could not pretend we had 
universal coverage if we don't and that we had to go out and be strong about it and if 
·anybody doubted that on the Hill that we needed to send a message that we were very 

· clear ·about that which of course he's done this week on a number of occasions. So 
that was pretty much the tenor of the meeting. 

What was he like? A fiery Clinton? 

No, he was resolved. I think he had been very tired during the week because of the 
combination of \North Korea and health care and he had gotten a little bit of rest on 
the weekend and so he was very measured but very strong. 

Did he ask was there going to be uniform support now, we'll march out together? 

Well, one of the purposes of the meeting was to get everybody on the same page-
not that there had been disagreements -- but rather that there· had not been a meeting 
of everybody in a number of weeks. in the fashion that he usually does invite people 
to give their opinions on what would work and he didn't say anything for the first 45 
minutes to an hour other than asking.a couple of questions. Then he said what he 
thought. 

Q: Were there nay sayers? People who thought the process was doomed? 

' . 

A: Well there were certainly no nay sayers in terms. of universal coverage. I think there 

TRAN4 

were varying assessments of where we were and what the chances were of getting 
Republican support. There were some disagreements about assessments, I guess. 
There were different assessments on whether if we carried it to the floor and it was 
Democrats only, whether they would filibuster. There were differences of opinion on 
whether we could successfully go to the country in July. arid tum momentum with a 
new vehicle .. There was some discussion about whether we had to do that sooner 
rather than in July. But it was a very amicable meeting and I think there was 
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signifi~~mt comfort in what the President said. 

Q: Was there an end game sort ofspelled out here? 

A: No, because I think everybody felt it was premature.· I think there will need to be 
further discussions about what happens if the Finance Committee can only report out 
a non-universal coverage bill or what happens if they report out a universal coverage 
bill that is done in a way that we can't support. Or what happens if they can't report 
anything out. So there were discussions of that sort. But not an end game. 

Q: 

A: 

In terms of the policy .end games that we had laid out last September, everything that 
is being discussed in the other committees, including Dingell's mark, is well within 
those policy end games. So to this point, we have been very comfortable. 

·The question of whether Finance could do something within the policy end games 
depends upon the Republicans. Borenhas said pretty unequivocally that he would not 
go without Republicans. That therefore puts it in the Republican camp to be able to 
block anything if he sticks with that. Some said, if Boren is convinced we really 
reached out to the Republicans and they're just playing politics, he might reassess that 
statement of his. Or he might not. Differeht people expressed opinions about that. 
But at least one had to entertain-the possibility that if he stuck to that and the 
Republicans were just playing politics with this, that one could not get something out 
of the Se11ate Finance Committee that would be within our policy II end games II and 
that was the discussion. 

Did the President characterize his discussions with these members one on one? I've 
heard different versions of those from the various people. 

No, I sat in on all his one on ones. So maybe I wasn't listening too much to that but 
I think he characterized a little bit what he had heard but I wouldn't think it 
appropriate for me to do that. But I was· in all those meetings and I think what he 
tried to accomplish, which I think he did accomplish, Was to say, universal coverage 
is my bottom line but I encourage you if you have other ideas on how to get there and 
how to do this or whate,ver, I encourage you to pursue those. 

Q: ·What struck you in those meetings? · · 

A: 

TRAN4. 

Well I thought he was tremendously effective and very honest. And it was a blend of 
saying to them, look, we've got to get universal coverage and you know if you don't 
like the way I propose doing this, I would encourage you to engage in a process with . . 

each other, with your fellow members of this committee, and come up with 
alternatives. And I will not be closed minded about those alternatives as long as they 
achieve universal coverage. And we may still disagree o'n some things. But I think 
that they had to be impressed w'ith his sincerity and the fact that he was, at ~he same 
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time, flexible but also committed to certain principles. And in one ofthe meetings in 
.. particular and l think in most of the others as well, he called upon the historic 

moment that existed here and said a couple of the moderate Republicans who want · 
health reform aren't going to be here Iiext year so even if the Democrats hold their 
own in the senatorial elections, it may not be so easy next year. 

And this is ~n historic moment and do you really want to let it slip by? And I think 
that had an impact. And then he was willing to discuss ideas and throw around 
different ways of doing it and he asked them to be involved. 

Q: So you were at the Packwood-Moynihan session .. 

A: Yes, Packwood, Moynih~n and he did ones with Danforth, Durenberger, Chafee, 
Boren, Bradley. And he had phone conversations with Breaux. He had a phone 
conversation with Conrad. And had actually met with Durenberger twice. And then 
of course he talks frequently with MitchelL 

Q: Inthe Packwood-Moynihan session I've heard seyeral versions. One that struck me 

A: 

· most was that Packw·ood was very straight with the President and very direct about 
what he could or could not achieve. 

Well but one of the things you need to understand about all this is that we had a 
bipartisan meeting just before Memorial Day in Mitchell's office that Mitchell called, 
and after that meeting I happened to have a conversation; David Gergen and I, with 
Packwood, and he said some things then about what he could and couldn't do. And 
they were different than what he said this time. And there's only a couple of weeks 
apart there. I thiiikwhat we're reflecting is a change in reality. And we have.that in 
a number of cases, I don't mean to s~y that he's being disingenuous at all. I think 
it's just different people are at different places different times. A number of people 
who signed on to the Chafee bill now say they wouldn't support it. We originally got 
our premium cap idea, literally lifted it from the Danforth-Kassebaum bill and yet 
Senator Danforth now is not so sure whether he wants to support it. So people do 
move. But I'm just saying that, yes, he did do that but you know these things are 
fluid. 

Q: Tell me your observations of Bill and Hillary Clinton now. Have they changed? 

A: I thiiik they are both very committed and strong and resilient people obviously. I 
·thiiik there has been some frustration at times at two things: One is Whitewater and 
all of that nonsense and the degree of personal attacks, the degree of diversion from 
the real issues. I mean it's one thing to engage in a disagreement with somebody 
about health care and argue it out and so on and so forth, that's fine. But all this 
other stuff has no valid public purpose. And also I thiiik secondly the position which 
we all agree was the right position and the one we knew would be the right position 
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to take nevertheless can be frustrating at times, which was that we knew our bill had 
to be rewritten,and we also knew. that we needed to pull back and let that process go 
without commenting on what was happening._ Now that's not easy. 

But I think other than those two frustrations, I think they are feeling liberated. now 
because it's time for. us to begin to get back into the process and to be able to go out 
and fight for it. 

Q: Have they verbalized that to you? 

A: Oh not quite that way. I mean the First Lady to some extent, yes. And the President 
too. And the President's text to the business roundtable had only one paragraph on 
health care and betook off on it, he wanted to engage and let them know that he was 
going to fight. 

Q: 

I think it's interesting because we got a number of comments back from CEOs who 
-don't like the health care ·plan who were at that meeting saying that there was a lot of 
admiration for his feistiness, for his willingness to fight for what he believes in. And · 
sol think that's-there. But you know they're both resilient and they believe in this 
and I think that's governing them. 

In terms of strategy at this juncture. Should the President address the country, if so, 
when and how? Talk about that. 

. . . 

A: Well, sure. The committee process has to run its course1 and we cannot be in a 

TRAN4 

position of saying we like this committee's bill rather than this one or we don't like 
that because that undercuts a series of five chairmen all of whom are co-sponsors of 
our bill and who are committedto universal coverage and so on. So we can't get out 
actively supporting until we have a new vehicle. And we won't have that vehicle 
until the House and Senate go on the floor with something. And that's going to be 
maybe mid-July. So at that point, yes we'll go out and we're talking about the 
possibility of making a speech to redefine, and we're laying out a very active 

. schedule of appearances during that period, that crucial period. Next month, yes, I 
· think what will happen, it's like an election, I think in the sense that you can go 
through nine months or a year where you're up, you're down, you're up, you're 
down in _the polls and so on and so forth and then there comes a time when the 

. electorate really focuses in that last month or six weeks: And I think that will happeri 
here. 

I think in mid-July we'll be launching the vehicle, the President will say, look, when 
I laid out my bill in September I said here are my principals and I laid out a detailed . 
bill and I·said let's have a national discussion, I'm flexible on the details. We've 
heard you in the national. discussion. We have modified proposals to take cognizance 
of some of your concerns, A, B, C, D, E and F, now we've got a bill that we think 
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meets your concerns and gets you what you want-- universal coverage. And now 
we've got to fight for it. And then we go out for a month or six weeks to focus 
attention on th~ fight. 

I think also a lot of the groups who have been focused on getting the extra 10 percent 
they didn't get from us from, the Congress instead of fighting for the 90 percent, I · 

. think are already beginning now to show some seriousness. I mean we had a little of 
tliat in January/February but now I think we see a lot more. 

So I think things will really be engaged thyn and we'll have a four to six week period 
of very intensive action and discussion. Also the opposition will be out. You'll see 
tens of millions of dollars in advertising and direct mail against us so 'it's going to be 
interesting. 

Q: How was the Monday session and what playback did you get from Hillary's remarks? 

A: Oh I think the groups were very positive. They wanted to see us be strong. But they 
also got the very clear message that they;ve got to get up to the Hill and fight. She 
was very clear in saying, and it's true that a lot of congressmen and senators are 
saying well maybe seniors and labor and all these groups support it, but they're not 
coming into my office every day. Insurance agents are. And so she said that to · 
them. We could lose universal coverage· if you guys don't get out there and fight for 
it. I thought there was a pretty positive reaction. 

Q: One of the constant refrains through our conversations is the press.· How do you feel 
about the press? · 

A: Well I think during the first six months we were here, the White House· overall did 
not deal with the press effectively. I thinkin the past six or nine months we've been 
doing a good job in terms of trying to answer press inquiries and being very open 
with the press and so on. And I. think Lorrie McHugh's group has really been 
working very hard. We've been very open and we've been very accessible. 

TRAN4 

What continues to puzzle me as somebody who's a partial observer are two things. I 
don't want to be critical but I have a few questions. Ways and Means which was 
moving ·along, stalled for a day, and they had to caucus. Remember that? And then 
they came back the next day and passed the financing package. On the first day there 
was a front page Washington Post headline, top right corner, Ways and Means 
Committee Stalled. Things in Jeopardy, and so on. Next day it cleared, itall passed 
and the story was buried on A4 I think it was and it was a very small article. 

It seems that things that have portended that the process is in trouble seem to get 
more billing than those that are positive. The day that Kennedy's committee reported 
out a bill with one Republican supporting it and all the Democrats, most press 
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accounts focused on the fact that Moynihan was going to lay down a mark and what 
was in that mark and that the Finance Committee might not support his mark. . . 

There's no question that the media has a tremendous effect on the process itself, it's 
not just sort of chronicling it, it is ·impacting day to day. Sometimes it helps and 
sometimes it hurts but I think it has an effect. I think that's interesting in itself. It 
can have a tremendous impact from day to day 0 

. . 

There are a lot of reporters who've been covering this whohave tried to do a good 
and a conscientious job. I think that journalism has gotten better in the past siX or 
nine months I guess as the reporters have gotten more steeped in it. There have been 
a lot of very thorough and astute stories being written. The thing ·that The Post has, 
that Marilyn Moon does, the questions and answers, are very accurate and it's very 
useful. A lot of the health care writers at a number of the papers and some peripheral 
writers I think have done a pretty good job. 

Q: Let me wrap it up. 

A: Oh, sorry there was something I was going to say. One thing that would be 
interesting and I think it's something the journalism profession could think about is 
the accountability on rumor. There are a lot of cases where things are reported and 
may even have a long life to them based upon rumor which turn out to be stories that 

( just were not accurate. And nobody can get everything right all the time obviously, 
\ but there are some things which seem to have a life like that. And I think it would be· 

interesting to go back and not just judge the success of the journalistic endeavor on 
· whether you get a story first, but retrospectively did you get it accurate. 

Q: Okay. · Coming up the recess and taking your temperature. What do you really think 
the end will be? What's the end game? 

A: I guess I still think we're going to get a comprehensive bill out. I think it will be 
within our end game scenarios. I think the House will pass a bill. I think the Senate 
will have a majority willing to pass such a bill. I think the major question mark in 
my mind is whether the Republican moderates will join the bill, or whether they'll 
participate iii a filibuster. And I suppose one could put a scenario forward where you 
have the House bill, Senate majority or a filibuster that holds it up for so long that it 
kills it. And I thirik that could happen. But I think more likely is that it won't 
happen and we will get a vote. I don'tknow whether we'll.get it with 51 or 52 votes 
and whether the Republicans will filibuster. Or whether. the Republican moderates 
and a couple of conservative Democrats. might oppose the bill, but nevertheless vote 
for cloture because they don't want a filibuster even if they don't vote for the bill. 
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I don't know. But I think that's still what could happen and it won't be our idea of 
perfection but it will be a bill that meets the goals we laid out in September, and 
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that's within our end games. 

Q: · One last question. Do you think that an opportunity \V.~!i.missedwith Dole 
somewhere along the line? There are people on the Senate who think there was. 
How do you feel about that? 

A: Well I don't know but my gauge of that is no, not with Dole. I don't know Dole and 
I've had limited contact with him, but the Republican senators I was meeting with-
Chafee, Danforth, Durenberger --who certainly would have been on the cutting edge· 
of ~ deal, we kept probing and probing and I t:hink if there was something there we 
would have found it. I just don't see it. 

Q: I was told by two sides that Moynihan and Dole had lots of private conversations and 
they were running it together .. It's time for us to do the bipartisan thing . 

A: . Well but see the question mark in my mind about that, I mean there's going to be a 
lot of rewriting history as there always is, but the question mark I've raised about that 
is whether Dole was ever serious. And I don't think he knew. I think he was 
making a political judgment and I don't think he knew where the best place to come 
out was at any given time. And that's why sometimes he was very encouraging. 
Back last September/October he was saying, "we're going to get a bill, it'.s going to 
have universal coverage." The First Lady went to Kansas with him and he said that. 
But then in January and February he was saying, "there's no crisis." 

I think Dole was biding his time, postporiingmaking a decision on which way he was 
going to go until he accumulated more political evidence. And so I don't think that 
he would have been ready to move and I think he kept the thing alive with Moynihan 
because he might well have wanted to be positive at some point -- but then he might 

· not have. And I think he didn't know and so he kept it alive. And I don't think that 
Chafee and Durenberger and certainly Packwood were prepared to break from Dole 
until he had made up his mind where he was going. So I don't think there was a 
deal. And. they were all saying to us to do the regular order, everybody was saying 
that. So that's what we did. 

Q: Great. Thank you .. 

End. 
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REGULATORY LANGUAGE IN THE HEALTH SECURITY ACT 

·I ~m ~ot familiar enough with the crime bill to know whether as Malcolm S. F~rbes, 
Jr. contends, the ~ords "penalty," "restrict" and "violate" appears more often in the health 
bill than in the crirrie bill. 

The health care policy book produced in early-September of 1993 was about 250 
pages long. The drafting lawyers tumed.it into a 1,340 page bill. Both Paul Starr arid I 
questioned how regulatory the initial bill sections sounded, but were told by our legislative 
drafters that this was necessary to produce a bill that would stand up legally. 

The main .body of the bill which described the new health system was actually about 
650 pages long. This included about 60 pages defining the benefits package, 110 pages 
describing how cost contairiment would work and 90 pages on financing, all of which were 

-required for CBO scoring .. The other 390 pages described the insurance reforms, employer 
mandates, alliances, health plans; quality system and fe~eral and state responsibilities. 

The Chafee bill, the Mainstream bill, the Dole bill and others were comparable or 
longer in these areas even though they did not have scoreable cost containment nor a defined 
benefits package. 

Most of the rest of our bill is made up of sections drafted mainly by HHS and by 
Sara Rosenbaum which cover public health initiatives (about 150 pages), long-term care and 
the Medicare drug benefit (about 185 pages), Medicare and Medicaid changes (about 170 
pages) and remedies, enforcement and anti-fraud and abuse sections (about 100 pages). 
These parts of the bill contain about 80 percent of the boxes on the famous Specter charts on 
how. bureaucratic our bill is and most of the regulatory language which is often cited in 
comments like the Forbes one you sent me. 

The mandatory alliances and the CBO scoreable premium caps became symbols of our 
"bureaucratic" bill, but they did not contribute most of the regulatory language. 

I was horrified at how many boards, regulations and legal remedies were defined into 
the package by HHS and by Sara and her drafters and said so. I initially rejected inc~uding 
most of this when we first received drafts from Sara and HHS during July. Sara ihen 
requested a meeting which we held with_ you in early-August when you returned from your 
trip to Japan, Hawaii and California. She argued that tough enforcement was necessary in 
the bill to protect various- classes of consumers in a variety of ways and that argument 
prevailed, though I was not comfortable with it. At that meeting, it was also decided to 

· allow HHS to design their programs as they wished as long as they did not deviate 
fundamentally from the definitions in the June policy book. This was done to buy peace with 
Donna who was arguing that these sections were solely within the purview of HHS. 
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THE SECRETARY OF HEALTH AND HUMAN SERVICES 

WASHINGTON, D.C. 20201 

SEP I 5 1993· 

MEMORANDUM FOR THE FIRST LADY 
) 

As you.kn6w,· over the course of the past week~ we here at HHS, 
together with members of your staff, have held discussions with 
~numerous members of Congress, arid many .others both inside and 
outside of government. We are encouraged by much of what we 
hear. This is a bold vision and people want to believe in it and 
want to reform the medical care system. 

still, based on those discussions, we believe a number of key 
issues deserve closer attention before a final proposal is 
released. The first set involve the plan's assumptions regarding 
the financing and tightness of the budget. Over and over, we are 
hearing that the savings and cost estimates are simply too 
optimistic. More worrisome is a growing sense that. the plan 
cumulatively ~s too "big, regulatory, top-down government." Our. 
second set of concerns involve other administrative and policy 
issues. Our very detailed comments on a range of issues are 
included in Tabs A-D. 

I. KEY FINANCING/BUDGET ISSUES 

Medicare Savings 

The c.urrent level of -Medicare savings raise serious policy and 
~olitical issues for many different constituencies. Our 
experience of the last fe·w weeks suggests that a storm of protest 
may be brewing among some constituencies we would expect to be 
supporters. Members of Congress wor~y that certain hospitals are 
likely to be hit harder than others: in particular rural and 
inner city teaching hospitals who will be squeezed by the private 
sector and Medicare. Especially in the face of the large buts 
already a part of the budget, many regard these new reductions in 
growth as much too large. 

We fear that the perception may be growing that we are financing 
expanded coverage for the uninsured out of cuts in Medicare and 
Medicaid. Providers, beneficiaries, and advocacy groups are 
clearly troubled and many worry that the bill which emerges will 
not have the levers or the will to control private costs, but the 
Medicar7 savi~gs will ~e imposed· nonetheles~. One strategy. might> 
be to t1e Med1care sav1ngs to successful pr1vate sector sav1ngs. 

' ' 

Medicaid Savings 

While we think the level of Medicaid savings are more plausible, 
legitimate concerns have ·surfaced about the timing and the method 
of phasing out disproportionate share payments. In particular, 
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some hospitals will need special help. Part of this is an 
adiustment problem as hospitals shift their method of financing 
from one which relies heavily on Medicaid DSH payments to one 

.. which relies on health plan payments for the formerly· uninsured. 
ut part of the problem includes the continuing need for such . 
ospitals to serve illegal immigrants, and to deal with the . 
ubstantial and continuing needs of their low income communities. 

Many of these will be the same hospitals hit by Medicare 

<reductions: Thus, we urge more· thought about the level and 
timing of the phase out of DSH payments and whether other forms 
of assistance to these facilities may be appropriate. . : 

Public Health 

We understand that OMB has proposed a lower investment in public 
health initiatives. This change suggests a potential reduction 
of funding for important public health strategies designed to 
promote the achievement of the goals established for health care 
reform. Insurance alone cannot guarantee the availability of 
services .in rural .and urban areas that now lack service. That · 
guarantee is especially important as we eliminate DSH payments. 

The public health initiatives focus on removing non-financial 
barriers to care and improving disease prevention and health 
promotion programs. They support a major re-structuring of 
health professional training_which is essential to create a 
health workforce that meets the needs of alliances, plans, and 
consumers~ Finally, the initiatives support data collection, 
analysis, and health-related research to informo.Jdecision-making 
by consumers, providers, and policymakers. This information is 
critical to cost-containment efforts at the state and federal 
level. 

The reduction of ·funding for public health initiatives seriously 
impairs our ability to ensure that we not only reform our 
insurance system for taking care of illness, but also our public 
health infrastructure which prevents illness in the first place. 
Reducing funds for public health now will undermine our guarantee 
that all Americans will have primary, ·prevention, and emergency 

. -
services. 

Tightness of the Budget 

Much of the legitimacy of Medicare and Medicaid. savings is tied 
to the credibility of the budgets imposed on Alliances. We are 
hearing a .chorus ·of disbelief. We note again that excessively 
tight budgets create the impression that this will be a 
government regulated system-which will alienate supporters of 
managed competition while offering opponents a convenient issue 
to attack. 

Ultimately the issues regarding budgets.and financing boil down 
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to two: who is being hurt and are the assumptions credible.. A 
very tight budget for Medicare and Medicaid seems to threaten 
certain providers who have already been asked to control costs 
and fees considerably more than those who have eschewed se'rving 
the old and the poor. 

Estimates that are not credible undermine a cornerstone of our 
message: security. Many in Congress and most outside experts 
seem to regard savings of this magnitude as implausible. The 
newspapers are rapidly making this the health reform-story. That 
makes the plan vulnerable to the attack that Americans cannot 
count on the security we are promising. 

II. OTHER CRITICAL CONCERNS 

Protecting Low-Income Families 

The commori .sense proposition that low income families should not 
be worse off as a result of this plan runs into problems when one 
looks at the level of subsidies'available for low-inco~e persons. 
Compared to Medicaid, some will-be worse off. Discussions with 
members of Congress suggest that subsidies for low-inc,ome persons 
need to be revised to provide a real choice of plan~. Subsidies 

· for the low-income should at least parallel those provided the 
SSI disabled--that is, a choice of a fee-for-service plan, 
including subsidies for cost-sharing, even if the plan is above 
the weighted average premium. The $10 per visit cost sharing in 
the HMO plan is too high for both AFDC and the SSI-disabled. 

Allowing Medicare Beneficiaries to Elect Alliance Coverage 

Allowing Medicare beneficiaries unlimited choice among plans in 
an Alliance likely over time will result in a deterioration of 
the Medicare risk pool. The proposed arrangement may hurt the 
Medicare program. Some fear that younger (and healthier) persons 
will choose to stay in the Alliance, while older persons remain 
in Medicare. (In addition, we would prefer to use our existing 
Medicare HMO payment methodology for Alliance plans.) 

Shifting VA and DOD costs to the Medicare Trust Fund 

Last Spring-the Social Security Trustees reported that the 
Medicare Trust Fund was in serious financial trouble. If the 
growth in Medicare costs is slowed, the problem will be reduced. 
Consequently, it is both dangerous and illogical at a time when 
significant cuts in .Medicare are contemplated to also ask the 
Medicare system to pay costs previously covered by the VA and 
DOD. This proposal has been defeated repeatedly in the 9ongress. 
I~ was also reviewed and rejected by the President and the Vice 

.President· when it was proposed for the Reinventing Government 
Initiative. · 
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Transition 

Many regard the transition as not allowing sufficient time for . 
the states and federal government, including the Bo'ard, to put 

. appropr;i.ate systems in place. While everyone appreciates the 
nee.d to bring states into the new system quickly, both to extend 
coverage ahd control costs, we fear that doing so tpo quickly 
will not permit states sufficient time to certify health plans 
and develop monitoring procedures nor will the federal government 
be able to develop a credible regulatory framework. A slower 
phase-in would also allow new federal subsidies to be phased in. 

Fragmented Authority arid Confusing Accountability 

The current structure creates a confu~ing array of accountabili~y 
and authority. The National Health Board sets some policies; 
States ·set others. The Board is responsible for enforcing the 
budget, even though Alliances are creatures of the states. Both 
HHS and Labor audit Alliances. The Board may direct Cabinet 
Secretaries to impose penalty taxes and run a health system in a 
state which fails to do so (even though the federal government 
cannot assume state powers to regulate insurance, providers; and 
other aspects of the health care system)_. Yet, ultimately states 
are supposed to ensure that the Alliances are effective and 

·accountable. Authority and accountability ought to be in.the 
same place. · 

The National Health Board 

We are also hearing and re.ading significant concerns that the 
National Health Board will simply be a new bureaucracy 
duplicating functions already performed elsewhere but requiring a 
net increase in government personnel to do so. We believe that 
the board would need to have a significant staff to carry out all . 
of the functions it is assigned and that the transition will be 
delayed while·the board is established and becomes operational. 
We urge that its role be-reduced and that many operational 
functions be performed elsewhere. 

Early Retiree.Benefits 

There are clear political advantages to the current policy 
regarding early retirees. Still, the plan can create perceived 
inequities worthy of attention. While many of those helped will 
be middle class, beneficiaries will include those with sizable 
unearned incomes. Questions of equity arise both for people under 
55 and over 64. And·we believe induced retirements would further 
damage the precarious Social Security, Medicare Trust Funds, and 
private pensions~. Moreover, the retirement age will gradually 
increase .for Social Security benefits over the next several 

-decades. Perhaps the subsidies here could be better targeted to 
low-income earl~ retirees. These issues need substantial high 
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level review.· 

All of these remarks are meant to make the President's health 
plan even better. Rest assured that my colleagues and I will 
continue to be the strongest voices in support of the plan. 

~ 
Donna E. Shalala 

ATTACHMENTS 

Tab A: Significant policy concerns 

Tab B: New text on fraud and abuse and a mark-up of benefits 
text 

Tab c: Additional policy concerns 

Tab D: Editorial comments.and mark-ups 
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TRANSITION 

-The plan permits states to start health reform on January 1, 1995. 
This _ assumes passage of legislation in December 1993 and 
accelerated issuance of federal regulations and major procurements. 

-Before' a state can come into the system, the Board, the Department, 
and the states must complete an array of significant tasks, many of 
which require.time for public notice and comment. The-success of 
the new system depends on how carefully and credibly-some of these 
early tasks -- development of criteria for state plan approval, 
certification of healtp plans by the states, and development of 
actuarial and financial systems for monitoring premium and subsidy 

. administration -- are handled.· It will not be possible for _all 
this to occur prior to January of 1995. The January 1, 1995 date 
.is unrealistically optimistic and should be pushed back at least by 
six months. 

MEDICARE INDIVIDUAL INTEGRATION·. 

The HHS position continues to be that: (1) individuals should be 
allowed, upon reach~ng age 65, to remain in a risk-based plan iri 
which they already are enrolled; (2) Medicare payment would be 95% 
of the .average per capita cost; (3) _the premium amount for those 
over age 65 should be the same as the under 65 population, but age
adjusted or capped at some multiplier of the under 65 population. 

(1) HHS believes that adverse selection would occur if the 
individual opt-in applies to all plans. The available 

. evidence is that Medicare risk contractors are enjoying 
significant favorable selection. If risk contractors with 
their mechanisms to control utilization risk select, the 
incentive to risk select for fee~for-service plans (which have 
no mechanisms to control utilization) will be even greater. 
Since plans would have information . on the prior use of 
services for current enrollees, they would be in a perfect 

.position to take steps to encourage only the healthy 
beneficiaries to opt-in, thus leaving Medicare fee-for-service 
with the bad risks. 

HHS is wiiling to accept the possibility of adverse selection 
for a risk-based· plan since the alternative is to force a 
beneficiary to leave a health care.delivery system to which 
they have grown accustomed (if HHS does not have a risk 
contract with the plan). Beneficiaries previously enrolled in 
fee-for-service plans, however, do not have a comparable 
problem when they beco~e entitled to Medicare since they can 
continue to receive services from the same providers in 
Medicare. 

( 2) .HHS · believes that Medicare should pay risk plans in the 
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Alliance the same way it pays risk plans.that contract with 
Medicare -- at 95% of the average per capita cost.- Even at. 
95%, we have been overpaying because healthier than average 
persons ha~e been enrolling in risk plans. If we pay plans in 
the Alliance at even higher rates, clearly that will place an 
unfair burden on the Medicare Trust Fund. 

(3) We believe that the premium for the over 65 population should 
be the same as for the under 65 population, but age-adjusted 
or capped. Otherwise, plans who do not wish to serve Medicare . 
beneficiaries will charge higher than necessary premiums. It 
would be unfair to subject.beneficiaries to a sudden change in 
p,remiums at age 65. 

BOARD RESPONSIBILITY FOR.MONITORING ALLIANCES 

The Board is given responsibility for overseeing Alliances and 
providing technical assistance along with responsibilities for the 
budget, benefit package, and quality assurance system development. 
HHS continues to believe that monitoring Alliances is an 
operational function that will require a large staff and therefore 
should not be housed with the Board. 

MEDICARE SUBSIDY .TO VA AND CHAMPUS 

For individuals dually eligible for VA/DoD and Medicare, HHS 
~eels strongly that care provided in VA centers should be paid 
for by the VA and that services provided in military facilities 
be paid for by DoD. We see no rationale for a transfer of 
funding responsibilities from DoD or VA to the ailing Medicare. 
Trust Funds.· · 

RETIREES 

The new policy on retirees over age 55 and not yet eligib~e for 
Medicare benefits contains ambiguities and potentially creates 
inconsistencies among similarly situated population groups. The 
proposed policy (on page 235) provides for government subsidies 
to pay for 80% of the early retiree's premium, while the retiree 
pays 20% (some or all of the early retiree's 20% share can be 
paid by the former employer) . The estimated cost of this policy 
is $4 billion. 

Retirees are treated better at age 55 than when they become 
eligible for Medicare at age 65. At that point, Medicare cost
·Sharing will be greater on average than the 20% or less share 
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they bear at age 55. This "notch" needs to be reduced. 

Are retirees who are over 55 and meet the Social Security 
requirements for quarters of work to be treated differently from 
self-employed people .over 55 with an equal number of quarters of 
work? Are self-employed people (who are generally responsible 
for the employer share of the premium up to 7.9% of self-employed 
income) also eligible to "retire" at age 55 and receive a full 
subsidy for.the employer's share? If not, why would self
employed and formerly employed individuals be treated 
differently? Are non~workers and the unemployed also eligible to 
"retire" at age 55 (i.e., does this provision create a general 
entitlement to 80% government subsidies at age 55)? 

Are early retirees who have large amounts of unearned income 
required to repay any subsidies they receive, as are non-workers 
and part-time workers. · 

Finally, it is unclear why employers with current contractual 
obligations to retirees are being freed from those obligations. 
The federal government will provide contributions to its 
annuitants in the Alliances that will hold them harmless against 
current benefits and fees. We assume that private companies can 
support retirees purchase of plans above the weighted average 
premium in the Alliance. This needs to be clarified. 

COST SHARING SUBSIDIES 

Low income subsidies for cost-sharing continue to be provided 
only for a low cost-sha~ing plan (page 227). HHS believes the 
poor should not be forced into a low cost sharing plan and that 
subsidies for cost sharing should be available equally to low
income people at the same income level no matter whichplan they 
choo.se. 

The policy for the,SSI disabled on Medicaid on page 200 is much 
more generous. Provision is made for premium subsides and cost
sharing subsidies to provide access to a fee-for-service plan. 
HHS believes this policy should be applied to the poor generally. 

Finally, the low cost-sharing plan which requires a $10 copayment 
for each physici~n visit is too high for the poor. · 

FEDERAL BUDGET ENFORCEMENT 

The federal government is now permanently to enforce the budget 
at the Alliance level, not just for the first,three years. This 
creates a fundamental tension at.the heart of the plan. The 
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Alliances are creatures of the state, but the state does not 
enfo~ce the budget. Federal tools are limited to reducing plan 
bids, but in the extreme, if the prices are forced low enough 
there will be no plans. The federal government has no access to· 
state police powers, state planning powers, or state insurance -
regulation laws to influence plan behavior. 

HHS believes the plan should continue to make provision for state 
enforcement of ~he budget after an initial start-up period. 
Alternatively, the plan should make the Alliances creatures of 
the federal government, with encouragement to states who apply 
and meet standards to take over an~run the Alliances and enforce 
the budget~ Either approach removes the fundamental tension. 

FRAGMENTED .AUTHORITY 

One of the problems iri the current health care system is 
fragmented authority. A key test of our ability to deliver on 
the promise that all will have access to care and that costs will 
be controlled is the distribution of authority at the natiorial 
and state levels. The current plan divides authority in awkward 
ways between actors at the federal leyel and between the federal 
and state governments~ It is no longer clear who is in 
charge/who is accountable to the public. 

Examples: 

Both Labor and HHS audit Alliances--the former for financial 
management, the latter for subsidies. 

The National Board contracts with existing Executive Branch 
agencies with the peculiar result that an independent board 
directs Cabinet Secretaries to impose penalty taxes 
(Treasury) when states do not submit an adequate plan or to 
run the system (HHS) in default states. 

The budget is enforced by the Board directly with the 
alliances--states n6 longer. assume responsibility after 3 
years. States have powers to bring costs under control and 
yet the National Board is responsible for reviewing budgets 
for some 200 alliances with nq state involvement. 

State's have no incentives to run the system since the 
Federal government guarantees health care to all their 
citizens and we enforce the budget. Heavy tax penalties are 
the principal tool to assure state action. 
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TAB B 

FRAUD AND ABUSE 

We have prepared a new introduction to the Fraud and Abuse 
section of the plan. · The current section highlights 
investigative aspects, sanctions, and limits on self referrals 
and kickbacks. Fraud and abuse activities encompass a much 
wider array of functions to prevent and detect as well as 
prosecute malefactors. In fact, most of these components are 

. covered throughout the plan, although some exceptions are noted 
in our comments below. our.new version of the Fraud and Abuse 
Section summarizes the broader activities and makes general 
cross references to appropriate provisions of the health reform 
plan. It is found below. In addition, we have several other 
comments on fraud and abuse aspects of the plan which follow 
our revised introduction. 

PROPOSED REVISION TO THE FRAUD AND ABUSE SECTION 
OF THE HEALTH CARE REFORM PLAN 

FRAUD AND ABUSE 

The American Health Security Act establishes an all-payer 
health care fraud and abuse prevention, detection, and 
enforcement program, andincreases funding for and coordinates 
activities of various branches of government for enforcement 
against fraud and abuse in the health care system. 

BUILT-IN PREVENTION 

Prevention of fraud and abuse is built into every level and 
component of the health care system. Because the benefits 
package is standardized and risk selection practices are 
.prohibited, Health Plans will compete for consumers solely on 
the basis of. cost and quality. Fraudulent practices which 
increase costs or reduce Plan quality will make a plan less 
competitive. Plans will have strong incentives to monitor and 
correct such abusive practices. Structural changes which will 
reduce the vulnerabilities of the health care system to fraud 
and abuse also include the encouragement of at-risk payment 
systems (i.e., through exemptions to self-referral, anti
kickback,· and antitrust prohibitions). Putting providers and 
plans at some financial risk for the costs of care can 
eliminate incentives for fraud and other abuses which increase 
costs. 

Management procedures and structures ensure accountability for 
funds, preverit unauthorized persons or entities from receiving 
payments, and require truth in marketing and fair marketing 
practices. State and Federal budget enforcement authority will 
further discou~age churning, ~pcoding and other types of cost-
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increasing abuse. Specific responsibilities are 'spelled out for 
·plans, alliances, States, the National Board, and other Federal 
agencies.. · 

Opport~nities for fraud and abuse are further minimized by . 
significant reductions in the complexity of payment proqedures, 
including administrative.simplifications, standard forms, and 
uniform codes used.for most insurance transactions. Unique 
identification numbers for providers, plans, employers, and 
consumers and standards for electronic data interchange make it 
more difficult to game the system and file false claims. 

As operating systems for enrolling consumers and providers, 
billing for services, paying premiums and benefits, etc., are 
designed and implemented, fraud and abuse experts will conduct 
integrity reviews and provide other advice and technical 
assistance. Audits, inspections, evaluations, and 
investigations provide vigilance throughout the system. 

ENHANCED DETECTION 

The same design features that prevent fraud and abuse also help 
detect it. 

Additional measures enhance detection. The Federal, state, 
alliance and health.plan data network described in Tab 15 
provides a basis for identifying troubling trends and 
aberrations and analyzing them for possible fraud or abuse. 
Other leads come from investigations conducted by Federal 
agencies and State sponsored units, and from consumer 
complaints and ·ombudsman programs. These are reviewed to 
determine if any are the result of. systematic weaknesses which 
need to be corrected by administrative, regulatory, or 
legislative action. 

STRONGER ENFORCEMENT 

The fraud and abuse enforcement program coordinates federal, 
state an local law enforcement activities aimed at health care 
fraud and abuse. The Department of Justice and the Department 
of Health and Human Services jointly direct the program. 

[THE REMAINDER OF THE FRAUD AND ABUSE TAB CONTINUES HERE 
STARTING WITH THE SECTION ON "TRUST FUNDS"] 

ADDITIONAL COMMENTS 

State Responsibilities for Fraud and Abuse. The plan is silent 
about state responsibilities for fraud and abuse. While these 
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'might have. been presumed, one. could also get the impression 
that the heaviest reliance would be on Federal agencies like 
HHS and Department of Justice. We clearly need States to be 
actively engaged in investigating fraud, prosecuting 
malefac.tors, identifying troubling trends and patterns, _making 
sure alliances and plans carry out appropriate payment 
safeguard activities, etc. 

Recommendation: Include language in the "State 
Responsibilities" section to the effect that States will ensure 
that appropriate measures are taken to prevent, detect, and 
prosecute fraudulent and abusive practices. · 

Plan Responsibilities for Payment Safeguards. Again,. although 
it might ·be presumed, the role of health plans to establish 
payment safeguard activities is not mentioned. This would 
include establishing edit screens to av6id inappropriate 
payments and analyzing expenditures to identify suspicious 
patterns. 

Recommendation: Include language in the "Health Plans" section 
to the effect that plans will establish payment safeguards to 
prevent and qetect fraudulent and abusive practices. 

. . 

Income and Eligibility Determinations. The provision stating 
that "The National privacy policy explicitly through the 
identification number" makes it difficult to combat fraud in 
some cases. For example, alliances would not be. able to use 
IRS information, State wage data, SSA data, or data from other 
programs to ve~ify income and other eligibility information 
such as immigration status, family size and composition, etc. 
Even the year-end reconciliation of subsidies would require the 
alliances to rely on tax information provided by the consumers 
themselves. We understand the extreme sensitivity regarding 
privacy, but these provisions run counter to advances made in 
administration of means-tested programs through such systems as 

· the Income and Eligibility Verification System (IEVS) .and 
Systematic Alien Verification for Entitlement .(SAVE) . 

Recommendation: Allow the identification number to be used to 
verify income and eligibility. 

Inappropriate Employer Incentives. · Because special limits on 
payroll deduction apply to firms with less than 50 employees, 
firms with slightly more than 50 employees will have incentives 
to reduce their work force to get the lower contribution rates. 
Even much larger firms with lower income workers would be 
motivated to reorg~nize, artificially breaking themselves up 
into units of 50 or fewer .employees. 

Similarly, contributions made on behalf of employees with 
earnings below $15,000 create disincentives and inequities for 
employees receiving pay incr~ase slightly over this amount. 
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Both provisions cited above will also create incentives for 
fringe benefits to be provided instead of wages. 

Recommendation 1: The plan should remove the 50 employee and 
$15,000 income. "notches", replacing them with more graduated 
factors. 

Recommendation 2: Ultimately, refined definitions of earnings 
and wages will need to be established to prevent gaming these 
provisions. 

Alliance Funds. This version of the plan establishes a . 
separate fund to hold the premiums for each alliance. This 
proliferation of funds increases the opportunities and odds for 
fraud and abuse. We recognize that the decision about how the' 
funds should be structured must take into account many· 
important policy considerations other than the desire to reduce 
fraud. However, if the. question should arise again, fewer 
funds would be better than many from our perspective. 
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BENEFITS 

The attached mark-up of the benefits section is designed to 
address or ask for clarification of the following issues: 

1) 

2) 

3} 

4) 

5) 

6) 

7) 

8) 

To be consi~tent with the harrative, the table on clinical 
·preventi:ve services has been revised to include the 
periodic medical exams for adults and screenirig tests and 
for high risk populations such as mammograms for women 
with family histories of breast cancer. Consistent with 
the language on pg~ 21 the table footnote indicates that 
the screening and vaccines for high risk populations are 
covered under other parts of the benefit and thus have 
cost sharing.· 

The term "acute" has been added to the home health care 
and outpatient rehabilitation benefits. The actuaries 
indicate that this is the way the benefits were costed. 

Emergency dental benefits for adults appear to have been 
inadvertently eliminated from the plan. We restore-them. 

We eliminate ro~tine ear ex~miriations a~ a separate _ 
service since hearing screening is part of the high risk 
targeted screening provision, and routin~ otoscope ear 
exams are included as part of a routine physical. 

We ask for clarification of the 199S interim mentat health 
benefit expansions. We are exploring the cost
implicati6ns of expanding the outpatient behefit before 
the inpatient as we believe this is better-policy. 

we recommend eliminating the lifetime maximum limit on 
orthodontia services. We understand from the actuaries 
that the "restriction that orthodontia is available only as 
an alternative to reconstrudtive surgery is a sufficient 
limitation, and that the ·elimination of the lifetime 
maximum does not pose a cost problem. 

The tables at the end of the chapter are edited for 
inconsistencies. The mental health specifications are 
corrected. We note the one day deductible on inpatient 
mental health services has been inadvertently omitted. 
Also case management is added to the tables to be 
consistent with the narrative. We have also added 
additional clarifying language regarding the case 
management benefit. · 

Under integration of the public mental health system, we 
have clarified th~t sta~es are eligible fo~ "competitive 
grants," rather than matching grants. We are not aware of 
any proposal for a matching grant program. The 
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9) 

availability of Federal funds for grants, however, is 
subject to outcome of decisions on the PHS b~dget. 

· We have provided language describing family planning and 
·pregnancy rela.ted ·services in order to be consistent with 
the other benefit provision, which were all described. 
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· DETERMiNED TO BE AN <0 ~A {) C .~ ~ c ft 
ADMIN!STRAT~VE MARKING ~ \ ~ "~ 

.. INITIALS: '6Df.. DATE: lj l@I6C\ . q/\~ /'13 
WORKING GROUP DRAFT acc>tg-OBID· F -PRIVU£6ED AND CONFIDENTIA:t: 

GUARANTEED NATIONAL BENEffi PACKAGE 

1be health benefits guaranteed to all Americans provide comprehensive coverage, . 
including mental health Sc:rvices, substance-abuse treatment, some dental services and clinical 
preventive services. 

1be guaranteed benefit package contains no lifetime limitations on coverage, with the 
exception of coverage for orthodontia. · 

MEDI~ SERVICES COVERED 

Each health plan must provide coverage for the following categories of services as 
medically necessaJ')' or appropriate with additional limitations and cost sharing only as 
specified in the American Health Security Ad of 1993 or by the National Health Board.· 
Covered health services are: 

• Hospital services 

• Emergency services 

•• Services of physicians and other health professionals 

Clinical preventive services 

Mental health and substance abuse services 

Family planning services 

. Pregnancy-related services 

• ·Hospice 

• Home health care 

• Extended-care services 
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WORKING GROUP DRAFf PRIViLEGED MID CONFIDENTIAL 

• Ambulance services 

• Outpatient ·laboratory and diagnostic services 

e Outpatient presaiption drugs and biologicals 

• . Outpatient rehabilitation services 

• Durable medical equipment, prosthetic and orthotic devices 

• Vision and hearing care 

• Preventive dental services for children · 

· • Health education classes. 

DEF1Nn10N OF SERVICES · 

• 

Hospital services: 

e Inpatient hospital, including bed and board, routine care, 
therapeutics, laboratory, diagnostic and radiology services and 
professional services specified by' the National Health Board 
when. furnished to inpatients. 

• Outpatient hospital services 

• 24-hour a day emergency ·department serviees 

• Definition: A hospital is an institution meeting the requirements of 
§l86l(e) of the SOcial Security Act. 

Services or physician and other bealth professionals: 

• Include~ inpatient and outpatient medical and surgical professional services, 
including·consultations, delivered by a health professional in home, office, or 
other' ambulatory care settings, and in institutional settings.-

1 (9n/93) 
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\YOruaNG GROUP DRAFT PRIVILEGEI) A.),lD' CONFIDENTIAr 

• Definitions 
I 

· • · A health professional is someone who is licensed or otherwise . . . 
authorized by the State to deliver health services in the State in which 
the individual delivers services. 

• Covered services are those that a health professional is legally 
authorized to perform in that state. No state may, through licensure 
requirements or other restrictions, limit the practice of any class of 
health professionals except as justified by the skill or trai.Oing of such. 
professional. 

The benefit package does not require any plan to reimburse any particular 
provider or any type or category of provider. However, each plan is expected 
to provide a sufficient mix of providers and specialties and appropriate · 

~ locations to provide adequate access to professional services. 

Clinical preventive services: ·· \ · · 
\.\ \. \~ ,.. '" \ C"''' \~~DC)~ \ VY\YV\UY\i2_0..~\()Y\S. w e... - c.. V'\ i Q. c ().._'{"' e. '-"-' ' a. 

W • . '-? Sptcifisd in Table-f. 
--t-. 

~ ~ Limitation: Must be provided as consistent with the periodicity schedule 
] specified in Table I or as specified by the National Health Board in regulations. 

-£2 
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Targeted screening tests ~d immunizations required for high
risk. patients, as defined _by the National Health Board, are 
covered under outpatient laboratory and diagnostic services and 
outpatient prescription drugs and biologicals. 

· ·-+a"" c.""'~~~y-e."' c:AY\~ o...~u \+s 
Periodic medical examinations: every 3 years 4>r individuals ages 20--te-39, 
every 2 yea:rs for adt1lts ages 40 to 65, and annually for adults ages 65 or mor~ 



; Pap/pelvic·· every 3 · 

every S years; Pap/pelvic and . 
++·every 2 years · 

cry 5 years· 
very 2 years 

eventJve coverage me u es coverag o omen o any ag 
• = For children at. high risk I d exposure only. -
-· 
• 

.. 

= Papanicolaou smears an ic exam for females who ave reached childbearing 
age and are at risk of cc 1 cancer. 
= Once three annual n ve smears have been obtained. 
= For females of chil ring age at risk for sexually transmit disease, an annual . 
P~p smear and sere 'ng for chlamydia and gonorrhea. · 
=Females only. 

... = Visits for tests d immunizations include blood pressure check, 
appropriate h guidance .. 

DTP = Diphtheria, tanus, pertussis vaccine 
OPV = Oral poli 
HiB = A.UIJ~~u.w.l~....~.~.~.L.I.WJI~ii.ll: type B vaccine 
HBV = Hepatir' B vaccine 
MMR = Measl. , mumps, rubella vaccine 
Td = Tela 's diphtheria toxoid 

(9n/93)· 22 

. . 
' ' 

CLINTON LIBRARY PHOTOCOPY 



TABLE I -- COVERED CLINICAL PREVENTIVE SERVICES 

Age ·Immunizations Tests Clinician 
Visits+++ 

0-2 4. DTP I 3 OPV, 3-4 1 Hematocrit, 2 Lead* 7 
HiB, 1 MMR, 3 HBV 

3-5 1 DTP, 1 OPV, 1 MMR 1 Urinalysis· - 2 

6-19 1 Td Pap/pelvic** every 3 years 5 
after menarche 

20-39 1 Td every 10 years Cholesterol every 5 years; Every 3 
Pap/pelvic ** years***+ every 3 years 

40-49 1 Td every 10 years Cholesterol every 5 years; Every 2 
Pap/pelvic ** 3 years***+ every years 

50-64 1 Td every 10 years Cholesterol every 5 years; Every 2 
Pap/pelvic and Mammogram++ years 
every 2 years 

65 + 1 Td every 10 years Cholesterol every 5 years Annually 
Pneumococcal - once Mammogram++ every 2 years 
Arinual influenza 

., 

Prevent1ve coverage 1ncludes coverage for women of any age present1ng 
for prenatal care. 

** 

*** 

+ 

++ 
+++ 

DTP 
OPV 
HiB 

'. HBV 
MMR. 
Td 

= For children at high risk for lead exposure only. 
= Papanicolaou smears and pelvic exam for females who have reached 
childbearing age and are at risk of cervical cancer. 
= Covered annually until three annual negative smears have been 
obtained. · 
= For females of childbearing age at risk for sexually transmitted 
disease, an annual Pap smear and screening for chlamydia and 
gonorrhea. 
= Females only. 
= All visits include immunizations, laboratory tests and other 
screening tests, including history, blood pressure measurement, 
risk assessment, and targetted health advice/counseling. 
= Diphtheria, tetanus, pertussis vaccine 
= Oral polio vaccine 
= Haemophilus influenzae type B vaccine 
= Hepatitis B vaccine 

Measles, mumps, rubella vaccine 
_Tetanus diphtheria toxoid 

Targeted tests and Vaccines for High Risk Populations 

The following·targetted tests or _vaccines for high-risk populations (as 
defined by the Board) are covered elsewhere in the plan under the . 
regular cost sharing provisions of outpatient laboratory and diagnostic . 
services and outpatient prescription drugs and biologicals: Hemoglobin 
electrophoresis,_ tuberculin skin test, rubella antibodies, hearing 
test, hepatitis B vaccine, pneumococcal vaccine, influenza vaccine, 
mammogram, colonoscopy. · 
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P&MLEGED A.~ CONFIDENTIAL ~oo(?- oa'o-" 
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I 

'(Continuation of covered se~ices) 

. rf.mny planning services~ 
· ~gnancy~related s~rvlces _j ___. 

.. 

Hospice care: 

• Covered servicis (as under Medicare): 

• · - Nursing care provided by or under the supervision of a registered 
~nurse. . . · _ 

' -

• Medical Social services under the direction of a physician. 
' ' 

• Physician~' services. 

• Counselidg services for the purposes of training the individual's family 
or other caregiver to provide care and for the purpose of helping the . 
individual ind those caring for him or her to adjust to the individual's 
death. 

• . Short-tenri inpatient care, although respite care is provided only on an 
occasional basis and may not be provided for more than S days. 

• Medical supplies and the use of medical appliances for the relief of pain 
and symptom control related to the individual's tenninal illness. · 

• Home health aide and homemaker services . 

• Physical or 'occupational therapy and speech-language pathology. 

• Umitations 

• Only for ten:ninally ill individuals . 
I 

• Only as an a',temative to continued hospitalization. 

• Definition: 
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WORKING GROUP DR.A.Ff ·. PRMLEGED AND CONFIDENTIAL 

• 

• An individual is considered terminally ill if the 
individual has a medical prognosis of i life 
expectancy of 6 months or less~ if the terminal 
illness runs its normal cour-Se.· 

i 
' 

Home bealtb care: i 
i 

•• 

• 

' 

Same services ~.as under the current Medicare program (including skilled 
nursing, physieal~ occupational and speech iherapy, prescribed social services) 
with the addition of prescribed home infusion therapy and outpatient 
prescription drugs and biologicals. . t · 

, o.,c.'-> L 
Limitations ; . . · J · · 
• Only as \an alternative to institutionalization (Le., in~ 'ent treatment in 

a hospit~, skilled nursing or rehabilitation center) fo illness or injury. 

• At the end of each 60 days of. treatment, the need for continued therapy 
is re-evaluated. Additional periods of therapy are covered only if the 
risk of hospitalization or institutionalization exists. 

I ' . I . 

' 

Extended care service~: 

• Inpatient services in a skilled nursing or rehabilitation facility. 

• Limitations 

• Only after an acute illness or injury as an alternative to continu~d 
hospitalization. 

• ·· Maximumi of 100 chys per calendar year. 
' 

Ambulance services: 

• Ground transportation by ambulance; air transportation by an aircraft equipped· 
for transporting ~ injured or sick individual. 

(9n/93) . 24 . . 
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WORKING GROUP DRAFT\ -PRfVIL£GED AND CONFIDENTI*t. 

• Limitations 
I. 

I . . . . 
• Ambulance service is eovercd only in cases in which the usc of an 

ambulan~ is indicated by the individual's condition. 
' 

• Air tran$ort covered only in cases in which other means of 
transport~tion are contra-indicated by the patient's condition. 

Outpatient liboratory~and dJagnostic se"lces: 

• . Prescribed laboratory and radiology services, including diagnostic services 
provided to individuals who are not inpatients of a hospital, hospice or· 
extended care facility. 

Outpatient prescrjptio~ drugs and biologicals: 
r- rD~ Of~fo'( e.~ 

o 'V Drugs, biological, products, and insulin. 

• Limitation: 

• Must be ~rescribed for usc in an outpatient 
setting. :. 

• No frequency or quantity limitations other thaJ! 
reasonabl¢ JUles for amount to be dispensed and number 
of refills. Health plans· are pcrmincd to establish 
formularieS, drug utilization review, generic substitution, 
and mail order programs. 

Outpatient rebabllitatlo'n senices: 

• Outpatient occupa,tional therapy, outpatient physical therapy, and outpatient 
speech-pathology' services for the purpose of anaining or restoring speech. 

I 
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• Limitations ;: 0.'-'}te.- . . . . · __ 
• eotf:.only for therapies Used to restore functional capacity or 

mi limitations on physical and cognitive functions as a result of 
an 1llness or injury. · · . 

I . . . 

• At the end of each 60 days of treatment, the need for continued therapy 
is re-cviluated. Additional periods of therapy arc covered only if 
function; is improving. · 

. Durable medical equipment, prosthetic and orthotic devices: 

• 

I 

• Covered services: 
I 

• ·ourable medical equipment 
I . 

• Prosthetic devices (other than dental) which replace all or part ofan 
internal body organ 

i 

I 
• Leg, arm, back and neck bra~ 

• · Anificial legs, arms and eyes (including replacements if required due to 
a change 1in physical condition) . . · 

i 

• Training for use of above items. 

• . Limitations 

• Items mu~t improve functional abilities or prevent further deterioration 
in function. · 

I 

• Does not 'include custom devices. 
I 

I 
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. Vision a ad· hearin~ care: 

• Covered services: 

• 

• Routine eye exams, including procedures performed to determine the 
refractive state of the eyes 

• Diagnosi~ and treatments for defects in vision 

• Eyeglasses and contact lenses limited to children under the age of 18. 

• Routine eye examinations limited to one every 2 years for persons 18 
years of ~ge or more. 

· ~n+o.-\ Se,'(-l \c.es 
Pre u en tit e de a tal sez vIces fot children: 

• 

• For children under age eighteen, treatment for prevention of dental disease and 
injury, including maintenance of dental health.•d e•argca;~· dc~tal tnatweet 

fer lRolY.;'a 

• ~mer-~eoc.y · ~<l-1'\+~l ,...t....-eo..+m~t{;;f' i~u~ ~r 
Health education classes: c.'n, \'A~e.n ~\\. a.!\) \+s • 
Participating health plans are permitted to cover health education or training for 
patients that enCourage the reduction of behavioral risk factors and promote healthy 
activities. Such courses may include smoking cessation, nutritional counseling, stress 
management, skin cancer prevention, and physical training classes. Cost sharing is 
detennined by the plan; 

(9n/93) 27 
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.-PRML'EOED AND COf'WlDEN I r:;zcr: 

MENTAL HEALTH AND SUBSTANCE ABUSE 

Mental health and substance abuse services form an integral component of a national 
system of health care. Scientific evidence and societal attitudes have coalesced to suppon a 
benefit structure that represents a significant departure from past approaches. 

- ' 

. A comprehensive array iof services, along with the flexibility to provide such services 
based on individual medical and psychological necessity through effective management 

~o~O- techni=, produces bett~r o~tf-omes and better cost contr~ls than ~~itional be~efits. By the 
year , a comprehensive, mtegrated benefit strudure WJtb appropnate management 
replaces prescribed limits on iridividual services. 

! 
That change of diredion requires a phase-in period to allow health plans time to · 

develop the service system ca~city to deliver and manage a more comprehensive mental 
health and substance abuse benefit. The phase-in allows states, health alliances, and health 
plans sufficient time to develop appropriate quality assurance programs essential to a managed 
comprehensive benefit. · 

It also provides incenti:ves for states to implement a fully comprehensive, integrated 
s~·stem by combining state and local funds now supporting the separate public system with 
health care reform to reduce duplication and inefficiency, assure cost savings and maximize 
resources. During the phase-in of the more comprehensive mental health and substance 
abuse benefit, the federal govei:nment supports state demonstrations to prove the efficacy of a 
comprehensive, integrated system of care with improved benefits. 

:lOOO . , 
By the year ~, all states are required to submit to the National Health Board a plan 

detailing steps it is undertaking to move· from the traditional two-tier structure for separate 
public and private mental health and substance.ibuse services and develop an integrated, 
comprehensive managed system of care. . ' 

' i 

. 
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I 

DEFlNITION OF BENEFIT I 

Inpatient and residential treatment: 

• 

• 

• 

Inpatient hospital, psychiatric units or general hospitals, therapeutic family or 
group homes or other types of residential treatment centers, community 
residential treatment and recovery centers for substan~ abuse, residential 

I 

detoxification services, aisis residential services, and' other residential treatment 
' . 

services. 

Umitations 
. 2.C>C'O 

• By the year 2001, management of benefit determines lengths of stay. 

• 

• 

i 

Initially, !a maximum of 30 days per episode of inpatient or residential 
treatment, with 60 days annually for all settings in this category. Health 
plans uwn special appeal may grant an ex~ption waiver of the episode . 
maximuin (but .only up to the annual Jiinit) for. the limited number of 
individuals for whom hospitali~tion. or continued residential care is · · 
medicall)• ne~sary because the patient continues to make or is at 
serious risk of makirig an attempt to haml him- or herself. 

I . . . . 

By the year 1998, the annual maximum rises to 90 days. 

Inpatient hospital substance abuse treatment covers only medical 
detoxifiration as required for the management of psychiatric or medical . 
complications associated with withdrawal from alcohol or drugs. 

! . . 

· Inpatient hospital care for ·mental and substance abuse disorders is 
availabl,e only when less restrictive nonresidential or residential &ervi~s 
are ineffective or inappropriate.' · 

• Definitions: 

(9n/93) 

• A hospital is an institution meeting the requirements of §l86l(e) or (f) 
of the Social Security Act. 

'i 
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• 

• A residential treatment facility is one which meets criteria"'for licensure 
or certification established by the state in which it is loeated. 

·Eligibility . -r< e..\ I. ~·\o\e..fo-t" yY\e'l\~iA..\ h~c-..1\~o-i\~ 5u'o~~ et bL!.S.e_ · .. 
IV~d\t_~dv~~~ ~ e\S W\-e...~'C.41l'-\Y\~ce.s;,t:~Y""( (!)Y{'.C<.fpr-opn~i-e I:.UI \-~t\" t\--e_ 

...indivi~uals are eligible for mental hcaltband substance abuse services other \ ~ VV\ ~ ~"'-\~o 1\...S 

than screening and assessment and crisis services if they have, or have had in 5 fee. ,.f,'e2. . 
the past year, a diagnosable men-tal· or Substance abuse disorder, which meets ·F.or i ) 
diagnostic criteria specified within DSM-111-R, and that resulted in or poses a· ~eV\ \tk. d 
significant risk for functional impairment in family, work, school, or s 0~fA _1 G\1\ 

community activities. ~ 1 C4 It\ c '€.. 

• . These disorders include any ·mental disorder listed in DSM-111-R or 
. their ICD-9-CM equivalents, or subsequent revisions, with the 
exception of DSM-111-R "V" codes (conditions not ~rtributable to a 
mental disorder) unless they co-occur with another diagnosable 
disorder. · 

• Persons who are receiving treatment but without such treatment would 
meet functional impairment criteria are considered to have a disorder. 

Family members of an eligible participant receiving mental or substance abuse 
services may receive medically neCessary or appropriately related services in 

· conjunction with the patient (so-called collateral treatment). · . . 

Cl\.ovs e.. 
-1 ~\''::. met~-hS 
-t~~+· 

. . . ' •g Se'fV;cJ?. S ) L t• 
Professional and outpatient treatment senices: C '( .\5 \ · -:\-'l'" i""(e.o. T-l1\en 

. . . .so roo..: 'c:. ~e."v \c.es,... 
.. • Professional services, diagnosis, m cal management, sub_stance abuse ;J 

.~~DCl. t€. ___:_• counseling and relapse prevention utpatient psychotherapy. 
e!7 Limitations · 

~000 -t "e.,~ i.S 'n~ 
• By the year i6&i. limits on outpatient treatment an~st sharing' are 

eliminated, making this benefit comparable to other health services; 
management of the benefit determines availability of services. 
Initially, a limit of 30 visits per year for outpatient psychotherapy visits • ~~ 

. . . . . . Medical management, soft.P._' ..,;_.f:.. -
crisis management, e\'aluation and assessment, and substance abuse 1'""\CCUl•''' 
counseling are not limited. 

. . 
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CLIA 

The CLIA discussion on pages 107-109 contains policies-which are 
politically controversial and may detract from overall support 
for the health plan. T~ese controversial proposals_ would · 
entirely exempt an additional 79,000 laboratories from 
registration fees, modify and reduc~ laboratory personnel. 
standards, and would require the conduct of targeted but 
announced inspections. 

HHS recommends that these details be removed from the plan while 
the Secretary negotiates with key Congressional Committees 
changes to CLIA which both the White House and the Department 

.. support . 

p.lOB 

p.lOB 

p.lOB 

p.lOB 

p.l09 

. Del~te 2nd sentenbe under:first dot point ("It is' HHS's 
position that no labs should be exempt from 
registration and payment of fees"). 

First dot point, 5th line, add after tests, •iwhen those 
tests meet CLIA approved criteria for waived testing." 

3rd dot point, under "Revtse personnel standards to 
provide needed rehab in urban and rural areas," insert 
the words, "the Secretaryshall publish regulations 
that would allow" after "CLIA," and before "all 
individuals who are currently engaged ... " 

Change will to may in last sentence 

Second bullet, the statement on streamlining 
inspections implies that only high-volume, high-risk 
labs would be surVeyed. This is incorrect. A better 
statement would be, "DHHS' will target high-volume and. 
high-risk laboratories for inspection first,. followed 
by the inspection of other .laboratories that perform 
fewer, less risky tests. ' Laboratories about which 
complaints are received will be inspected immediately, 
and laboratories with poo.r performance histories will 
be targeted for inspections more frequently, and those 
with sustained good performance will be inspected less 
frequently. 11 · 

UNIFORM DRUG REBATE POLICY 

As currently drafted, the Medicare :drug benefit section seti a . 
separate and different drug rebate :policy for Medicare than for 
other government drug purchase programs. The plan proposes that 
Medicare obtain ~ di~count on name~brand drugs, only. Because 

1 
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Medicare is so large a propottion of the market, it may well be 
appropriate to propose a similar di~count should be applied to 
generics. 

. . I 

HHS recommends that a single government-wide approach be 
developed for drug rebates and discounting in .federal programs. 
This will both consolidate government buying power and remove the 
need for a series of separate negotiations with the drug industry 
over drug pricing. 

1
• 

RESEARCH COORDINATION 

Page 143 of the plan calls for the_doordination of health . 
services research_between the Agency for Health Care Policy and 
Research in the Public Health Service and the Office of Research 
and Demonstrations in. the Health Ca:rre Financing Administration 
but ignores the role of the Office ~f the Assistarit Secretary tor 
Planning and Evaluation. ASPE also !conducts research relevant to 
th·e plan .;.._ especially on the impact of plan implementation --: 
and is responsible within HHS for c6ordirtating research . . . 
activities of otheroffices to assure Administration research 
priorities are met. ASPE 1 s research and coordinating role should 
be mentioned in this paragraph. 

RESPONSIBILITY FOR AUDITING ALLIANCES 

On page 64, the plan states that the Department of Labor oversees 
the financial operations of the Alliances and ~udits their 
financial and management systems. on page 237, however, it 
states that the Department of Health and Human Services verifies 
and audits financial statements of Alliances related to federal 
subsidies. The role of each Department vis-a-vis the finances of · 
the Alliances needs to be clarified(to avoid duplicative reviews. 
Our Office of the Inspector Generallis examining how best to 
establish Alliance financial procedures·which will maximize the 
integrity of funds. 

CONSUMER SATISFACTION SURVEYS 

On page 105, the plan states that t~e National Quality Management 
Program conducts surveys related to;consumer satisfaction, access 
to health care and health outcomes. On-page 116, the plan states 
that consumer surveys of satisfaction are conducted on a plan-by
plan and state-by-state basis. Responsibility for consumer 
satisfaction surveys needs to be cl*rified. HHS believes that 
the National Quality Management Program needs to be able to· 
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directly survey consumer satisfaction with plans in addition to 
any satisfaction data states or plans themselves collect. 

_Questions of uniformity, comparability, quality and objectivity 
of consumer satisfaction data across plans, Alliances and states 
will arise if these surveys are not conducted by a disinterested 
federal·entity. 

. WORKFOR<bE 

The plan states (page 128) that· funds for sup-porting residency 
training will be pooled from two sources: Medicare and all other 
payers. The formula described for determining the· Medicare 
.contribution to the pool is inconsistent with the available 
amount of money. 

i • 

Medicare contributions to th~ pool in its initial year will 
be what Medicare would otherwise have paid for direct 
medical education (DME) of physicians. Assuming the. initi~l 
year of funding from the pool is FY 1977, the Medicare DME 
funds will be $1.8 billion, or: 30 percent c:if a $6 billion 
pool. (A Medicare contribution of 38 percent of the pool 
would equal $2.3 billion, 0.5 billion more than available). 

As the number of residents supported by the pool is reduced, 
the Medicare contribution will• represent a higher proportion 
of the total, approaching the Medicare percentage of 
hospital bed days. 

I 

However, as the trend toward less use of hospital care 
continues and more training of physicians takes place 
outside of hospitals, using th~ Medic~re share of hospital 
bed days to apportion DME responsibility will be less 
relevant. Therefore, no formula for the Medicare 
contribution should be locked in at this time. 

CHANGED WORDING 

Delete the first bullet on page 128. 

Replace with "Medicare's initial contribution to the fund will be 
the amount it othe~wise would have spent on Direct Medical 
Education (estimated at $1.8 billion in FY 1997)." 

HEALTH PLAN ENROLLMENT 

Health plans can enroll Corporate Alliance members even if they 
do not enroll Regional Alliance membe~s. The plan should contain 
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a requirement that if a health plan is admitting new members, it 
must be open on a first come--first served basis to both Regional 
and Corporate Alliance members. 

MEDICARE COST SAVINGS 

Several of the proposals are mischaracterized on pp 198-199. The 
complete listing should read as follows: 

o Reduce the hospital market basket index (HMBI) update by~a 
further 0.5% in FY 1997 and 1% in FY 1998-2000. 

o Reduce the indirect medical edhcation (IME) adjustment. 

o Reduce payments for hospital inpatient capital. 

o Phase down and eliminate the-disproportionate share hospital 
(DSH) adjustment by 1998, to reduce payments for 
uncompensated care. 

o Pay for long-term care hospitals at the SNF rate. 

o Expand centers of excellence to additional geographic areas 
and. procedures. 

o Phase down home health cost limits to 100% of the median by 
July 1, 1999. 

o In the calculation of the physician expenditure targets, 
replace the volume and intensity factor as well as the 
performance standard factor with the real per capita GDP. · 
Eliminate the 5percent point.floor on maximum reductions in 
updates. · · 

o Establish cumulative expenditure growth.targets for 
physician expenditures, i.e., tied to the FY 1994 baseline. 

o Reduce the Medicare fee schedule conversion factor by 3% in 
1996, with primary care services exempt .. 

o Establish prospective payment' system for hospital outpatient 
radiology, surgery, and diagnostic services. 

o Contract competitively for Part B laboratory services, 
except in rural areas. · 

o Competitively bid other selected Medicare Part B services. 

· o Extend the Medicare secondary payor (MSP) data match with 
SSA and IRS. 
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0 Extend MSP provisions for the disabled. 

0 Extend MSP provisions for ESRq patients. 

0 Improve HMO payment. 

0 Increase Part B premiums for individuals with incomes above· 
·$10"0,000 and for couples with incomes above $125,000. 

· o Require copayments for home health visits, equal to 10% of 
the average home health cost per visit, for all visits 
except those within 30 days of an inpatient hospital 
discharge. · · 

o Reimpose a 20% coinsurance for iaboratory serVices. 

o Phase down the coinsurance paiq by beneficiaries in hospital 
·outpatient departments to 20% qf the prospective rate for 
ambulatory surgery, radiology, and diagnostic services. 

' . 

o Subject all state and local employees to hospital insurance 
tax. 

o Set the Part B premium into law and beginning in 1999 set it 
to reflect the increase in per capita program costs. 

' 
QUALITY DATA FOR INITIAL ENROLLMENT PERIOD 

In order to provide consumers with comparative information on 
health plan quality to use during their initial enrollment 
period, the reform document should require potential applicants 
for certification as health plans to report information on which 
to base quality and performance measures for 1994 and 1995. This 
information would include: 

Enrollment files, in order to provide the f~deral government 
with a sampling frame for plan-~pecific cons~mer 
satisfaction surveys, and · 

Simple-to-calculate measures (e.g.,- annual mammography 
rates; primary care physicians per enrollee). 

Chapters 7 and 8 require Alliances to. provide· their members with 
an annual Quality -Performance Report 'on health plans. However, 
the implementation schedule would not allow enough tiine to 
generate these measures prior to the ~riitial enrollment period 
unless the abbve steps were put in place fo~ the transition. 

We believe that it is critical for consumers to have this . 
information during their first enroll~ent period, because many, 

5 

CLINTON LIBRARY PHOTOCOPY 



in order to preserve continuity of ·care, will not wish to change 
plans during subsequent years. Availability of information is 
key to reducing consumers' anxiety that they are being forced to 
make important choice's blind. 

DUE PROCESS REQUIREMENTS 
, I 

Mechanisms and procedures for enforcing the provisions of the 
American Health Security ,Act, and related due process rights, 
should be spelled out in the Act. Otherwise, and enforcement 
actions taken will be tied up in court. we.are concerned because 
these issues do .not appear to be·addressed ~n the plan document. 
Specific examples: · · 

The National Health Board should be provided with options 
and enforcement piocedures, in addition to those listed in 
chapter.5, for interventions to provide states with 

.incentive to properly implement the Act and their state 
plans. These·should include positive interventions, such as 
provision of special te~hnical assistance or additional 
administrative funds. 

The 'Act should. specify enforcement and appeal mechanisms for 
plans which states find to be out of compliance with 
conditions of participation or other. requirements. In 
particular, it should specify the appeal rights available to 
health plans which the state denies initial certification or 
decertifies, or against which the alliance takes contract 
action. We recommend not allo¥ing plans to appeal to the 
National Health Board, because,that would (1) weaken the 
states' authority, (2) require considerable federal 
resources, and (3) allow plans!to continue performing 
unacceptably. 

GOVERNMENT PROGRAMS 
i 

As the plan is now written, veterans -- even those with service 
connected disabilities --who· do not enroll ina VA health plan, 
will no longer receive any care from the VA for benefits in the 
comprehensive benefit package. veterans will no longer have the 
same choice of where they-will receive their care as they do now 
(many beneficiaries receive certain :services under the VA and 
other services under Medicare or private health plans). Locking 
VA/DoD beneficiaries out of benefits to which they are entitled 
is unfair. · 
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HEALTH SECURITY CARD 

It is unclear: (a) who issues the health security card (the 
government--state or federal--Alliance, or plan); (b) the 
connection between enrollment in a plan, payment of premium, and 
receipt of a card; and (c) how illegal aliens will be prevented 
from receiving a card--since all employers will have to make 
contributions on behalf of all emplo'yees. 

We believe that an inter-Departmental ·group needs to examine 
·these issues so that we can explain to people in simple terms how 
we will guarantee that they have coverage. The group also needs 
to explore ways to carry out Alliance administrative functions to 
minimize overhead. ·· 

I 
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TAB D 

HHS TECHNICAL COMMENTS ON 9/07/93 DRAFT 

P.4 Add two bullets at the end of the page: 

• No one is accountable for, the performance of the health 
care system-- not hospitals, physicians, other providers 
or care, or health insurance plans. 

• There is poor integration of population-based services 
and the personal care delivery system, with the result 
that many serious health problems -- childhood lead 
poisoning, drug-resistant tuberculosis, immunization of 
children ~- are handled ·inefficiently or~ ih some cases, 
not at all~ 

P.5 Add a new heading before "CREATING SECURITY" 

p.6 

P.B 

IMPROVING HEALTH 

The American Health Security Act will improve the health of 
Americans and reduce disparities in health status · across 
different sectors of the p~pulation. 

' 

• Universal insurance coverage and programs designed 
to remove nonfinancial barriers to care will erisure 
that all Americans have access to comprehensive 
medical services. 

e A new and more effective public health system will 
work in concert with· alliances and plans to improve 
and protect the health of their populations. · 

Health costs are to grow no·more than GDP here, but elsewhere 
in the budget section, health costs grow·by CPI. HHS prefers 
GDP as the inflator because it measures overall growth in the 
economy as opposed to CPI which measures inflation. 

Change the second bullet in "Enhancing Quality" to: 

• The American Health Security Act will strengthen the 
ability of local public health agencies to protect 
Americans against .preventable diseases, to educate them 
about risks to their health, and to protect their 
environments against health-threatening exposures. 

P.B Change the "Expanding Access T,o Care" section to reflect the 
policy in the plan: 
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The American Health Security. Act will remove nonfinancial 
barriers to care, ensuring that all Americans have access to 

, the services to which they ar~ entitled, no matter who they 
are or where they live .. 

p. 24 

p. 25 

p. 28 

e . Health alliances ~ill ensure that all Americans are 
enrolled in plans providing the full range of services in 
the comprehensive benefits package. 

• The· National Health Service Corps will be expanded to 
reduce the shortage of primary care practitioners in 
medically underserved areas. 

• National grant and loan programs will support the 
development of practice networks and community-based 
health plans in rural and urban underserved areas, 
assuring all Americans an adequate choice of providers 
and plans. · 

e Outreach and enabling services assuring access to covered 
.. services will be supported through current programs (such 
as community and migrant health centers) ~nd new grants 

·to States. 

• Support for the special needs of school-aged youth in 
high-risk settings will be supported through 
comprehensive health education programs and the provision 
of physical, mental health, and social services in 
school-based clinici. 

• National grant programs : will help all public health 
providers currently funded under Federal programs become 
fully integrated in the new system. 

Extended care services.. Question:· Are IMD exclusions 
overturned? 

Third bullet, . must-both parties agree for an award to be 
made in periodic payments, or, is this a decision to be 
made by the court? 

2nd to last and last paragraphs and p.32-2nd paragraph-
no statement of when all states will be integrated. Is 
that intentional? What happens if a sta:te doesn't submit 
a plan by 2001? Any penalty? Does the plan have to 
indicate a "date certain"? 

p. 77 . Essential community providers are to be paid at Medicare 
rates for community health centers. This should be 
modified to be consisten~ with the description of such 
providers on p. 184, . where they include health 
professionals and institutions operating in underserved 
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p.85 

p.87 

p.105 

p.106 

p.107 

p .112. 

areas. Presumably· the latter definition would include 
hospitals, nursing homes, ,physicians and others. 

Third bullet, change "expand" to "develop." 

Fifth bullet, replace with: "Supplemental services in 
rural areas." 

Public Health System is not an accurate title for the 
paragraph which follows~ Suggest it be retitled, 
"Supplemental Services." 

Second bullet Current statute provides for a payment. 
. equal to 3 9 percent . of the total amount of loan 

repayments made for the taxable year involved to allow 
for the tax consequences. of loan repayment. This bullet 
would appear to be a substitute for current law. If that 
is the case, it should so note·and the provision should 
apply ·to. both urban and rural National Health Service 
Corps members. 

The second bullet on page 105 should be revised to read: 
"Develops practice guidelines and technology 
assessments ..• " 

The fir~t bullet bn page 106 should be revised to read: 
i'Develops methodology standards for practice guidelines 
and technology assessments ... " 

VI. Unrealistic Deadline. Page 107 states that 
standards for health care institutions will have beem 
pilot-tested and revised by 1/1/96. That deadline does 
not provide enough time for the pilot test. 1/1/97 would 
be more realistic. 

\ . . . 

V. Informat~on Systems. The last bullet·on page 112 
should be changed to read., "This information system may 
be plan or communi ty~based, or shared among several 
plans." 

p.113-114 Development and adoption of computerized patient records 
systems is, "in the long term, extremely important to 
improving the quality of health care. However, the 
wording of the second-to-last bullet ori page 113, along 
with the failure .. to use the term "computerized patient 
records," under the Point-of-Service Information System 
section on page 114, could lead to confusion about the 
Administration's ·support· for development of such systems. 
We suggest changing the second-to-last bullet on page 113 
to read: 

. ' 

Development of full-scale computerized patient record 
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p.ll4-115 

p.l15 

p.ll7 

p.ll9 

p.ll9 

p.l20 

p.l31 

p.l35 

systems, while an important long-term goal (see next 
page), is not included , in this information systems 
requirement. This requirement calls for using today•s. 
technology to provide information to providers. · 

The Information Systems section (page 114-115) contains 
provisions concerning a privacy protection framework that · 
have since been subsumed in a sec~ion on privacy 
protection. In some instances, the two frameworks 
conflict. The differences should be reconciled. 

VIII. Data network. The network should contain both 
survey results and quality measures. In both cases, the 
required data 4oes not meet the standard of bullet 4 on 
page 115 -- that is, it is not a by-product of routine 
administration and.· provision of care. This could be 
solved by changing bullet 4 to read: 

The National Board should.not be entering into contracts 
to streamline the administration of the Medicare program. 
HHS should be in ·charge of this. · 

VII.. Utilization Review Streamlining. ·The words "as 
required under health reform" should be stricken from the 
end of the fourth paragraph on page 119. The document no 

· longer requires streamlining of utilization review other 
than under the Medicar~ program .. 

' 
Required administrative data is entered once and is a by-
product of.routine·administration and provision of care 
by health plans and alliances. The network also contains 
data from consumer surveys and quality measure reporting. 

Add physicians to the list of Part B providers for whom 
extra billing will be elilninated. The section will read, 
"Medicare eliminates extra billing for Part B providers 
such as durable medical equipment providers, orthotic and 
prosthetic.suppliers, ambulances, and physicians." 

Who maintains the national enrollment file? It is to be 
in place by Jan 1 1996. What happens in states that want 
to come in during 1995? 

Last two bullets, delete., · They are· not part of the. plan 
previously forwarded by DHHS and not critical to health 
care reforms. 

Medicare indirect medical education IME payments are 
calculated using a formula--they do NOT add up the costs 
of .bad debts charity care, etc. The sentence should be 
ievised to say that as universal coverage is phased in, 
Medicare subsidies, incl~ding IME and disproportionate 
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.p.l67 

p.l68 

p.180· 

p.182 

p.183 

share (DSH), can be reduced without ·undue harm to 
hospitals that care for the poor. 

First bullet, add the phrase "consistent with state law" 
after the word "process" in the first sentence. 

Second bullet: Assuming the results of the alternative 
resolution process are. admissible in court, the 
requirement for a <certificate of merit is not necessary · 
and would add an additional step to the dispute 
resolution process. 

The scope of the NPDB should be expanded so that similar 
information not now available on managed care providers,· 
institutions, and plans would also be available to both 
the public and to alliances. · 

First bullet, replace the text with: 

Drawing on the experience of States with the use of 
practice guidelines, the Department of Health and Human 
Se·rvices will develop a medical liability pilot program 
based on practice guidelines adopted by the National 
Quality Management Program. The purpose of this pilot 
program will be to assess the various ways these 
guidelines can be used to limit the medical malp~actice 
liability of practitioners who adhere to them. 

After the first practice guideline is available, the 
Department of Health and Human Services reports annually 
to Congress on the results of the pilot program and makes 
recommendations for chaDge in malpractice law, as 
appropriate. The Department disseminates the results of 
the pilot program in usable formats to the States and 
provides technical assistance to . the States as 
information becomes available. 

First bullet: Eliminate "and individuals who have little 
education." This point is never taken up·again. 

·second paragraph: Delete the words "public health" in 
the second sentence, since both private sector and public 
providers are part of the;current provider network. 

Fourth bullet, first paragraph: Move the parenthetical 
phrase so that it follows the heading. Delete the word 
"continue" at the end of the paragraph. 

First bullet, first paragraph: This paragraph should be 
reworked as follows: 

A new federal authority' supports capacity. expansion 
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p.l8.6 

p.l86 

p .186 . 

p.210 

through grants and loans, with the purpose of increasing 
. • I ' the number of prov1ders and health plans 1n underserved 

areas, supporting the development of networks of care 
providers and facilitating the integration of federally 
funded providers into the new system. 

Third paragraph: Delete the word "automatically~" 
While school ... based clinics are eligible for consideration 
as EPs, they would be subject to the same designation 
process as other types of EP. 

1st paragraph, last sentence--"Funds will shift from .•. " 

2nd paragraph under first,bullet - should say: 

" .•. Mental health Statistical Improvement Program", 
not MH Systems Improvement 

Same paragraph--what is t~e "State Systems Development 
Program"? · 

The provisionwhich allows the postal service to be a 
Corporate Alliance should be cross-referenced in the · 
FEHBP section. 
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WORKING GROUP DRAFr c 

' 

• AdoleiUnt and School-Aged Yo11th lnltl•tlve aupport5 the delivery of 
clinical ae!Vict£ through ~ebool-bawl or &ehOol-lin~ littc (consistent 
witb ~to.als. of healtb refonn and Goali 2000) and comprehensive health 
education in hlgh-rilk schools. · 

OedJcalc;d funds In &be Qpi!City c:xpaiJiloo program (5c:c: abOve) .. J\) 
suppooiChOOJ'""bascd cliniCB targeted at n\lddle schools and·hfgh N~t)l' 
schools~ Clinics provide pltysieal and menial health ~;erviees and II~ ~ r .. ~l counseling in disease prevention and health promotion u well as 

~1 in individualized risk behavior reduction. · . · · 

hool-bast.d cllnie~ c::stablished under the program arc 
•a&AiN!ly dedptccla& .csentia1 coaununfty providers. 

:Authorized as a formula grant to states--~~~)' the 
DapaM111t ef-HuUh end lhmaa Scn'icc! and the Depainrfenf 
.of ii,.tt•Uerr. bealth education .focuses on tlle re4uction or risk 
bibaviora e.A1ong . l·i~.l!41i.· 'Rtcl caul · atam m -... 
llnlccd to H~tlltlry PetJple 2000 objectiVes and will target thost 
arc.as of health ·. where research suagest1: that health .cduCJtti 

. can redUC:C risk king behivior end Improve heaJth ou~mcs 7J CLP''ktlk' . 

(
Urailtces have cxibllity in determtnJng~ and h [ service) 
delivery m 'sms arc most appropriate for their oom nit . · 
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-Mf\'ILEGED AND CONFIDEl\ll:A±;-

MEl\IAL HEALTH AND SUBSTAI'\;CE ABUSE 

Mental health and substana abuse servias form an integral component of a national 
system of health care.· Scientific evidence and societal attitudes have coalesced to suppon a 
benefit structure that represents a significant departure from past ·approaches. 

A comprehensive array of servias, along with the flexibility to provide such .~r.·ices 
based on individual. rnedicai and psychological necessity through effective management 
techniques, produces better outcomes and better cost controls than traditional benefits. By the 
year 2001, a comprehensive, integrated benefit structure with appropriate management 
replaas prescribed limits on individual services. 

That change of direction requires a phase-in period to allow health plans time to · 
_develop the ser.·iee system capacity to deliver and. manage-a more comprehensive mental . 
health and substance abuse benefit. The phase-in allows states, health alliances, and health 
plans sufficient time to develop appropriate quality assurance programs essential to a managed 
comprehensive benefit.· 

It also pro\'ides incentives for states to implement a fully comprehensive, integrated 
system by combining state and local funds now supponing the separate public system with 

. health care reform to reduce duplication and inefficiency, assure cost savings and maximize · 

\ 

resources. During the phase..:.in of the more comprehensive mental health and substance 
abuse benefit, the federal government suppons state demonstrations to prove the efficacy of a 

~mprehensive, integrated system of care with improved benefits. 

r By the year 2001, all states a:re required to submit to the Natidn'al Health Board a plan 
1 . de:ailing steps it is undenaking to move from the traditional two-tier structure for separate 
1 public and private mental health and substance abuse services and develop an integrated, 
\ comprehensive managed system of care . ..L.J.. ..--I/ _t.. ... y,'F= tW;~ ~ 

--~~' 
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WORKJf'G GROUP DRAFT ERIYJLEGED AND CONFIDENllAt-

DEI)l\ITJO!\ OF BET\EFIT 

Inpatient and residential treatment: 

• 

• 

Inpatient hospital, psycruatric units of general hospitals, therapeutic family or 
group homes or other types of residential treatment centers, communitv 

. ' ~ 

residential treatment and recovery centers for substance .. abuse, residential 
detoxification services, crisis residential: ~rvices, and other residential treatment 
services. 

Limitations 

• By the year 2001, management of bel)efit determines lengths of stay. 

Initially, a maximum of 30 days per episode of inpatient or residential 
treatment, with 60 days a.nilually for all settings in this category., Health 
plans upon special appeal may grant an ex~ption waiver of the episode 
maximum (but only ·Up to the annual limit) for the limited number of 
individuals for whom hospitalization or continued residential care is 
medically necessary because the patient continues to make or is at 
serious risk of making an attempi to harm him- or herself. 

By the year 1998; the annual ma:ximum rises to 90 days. 

• Inpatient hospital substance abuse treatment covers only medical 
detoxification as required for .the management of psychiatric or medical 
complications associated. with withdrawal from alcohol or drugs. 

• · Inpatient hospital care for mental and substance abuse disorde~ is 
available only when less restrictive nonresidential or residential ~rvices 
are ineffective or inappropriate. 

• Definitions: 

• A hospital is ~n institution mee:irif. the requirements of §1861(e) or (f) 
of the Social Security Act. 

·.•· 

(9nt93} 
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-WORKING GROUP DRAIT P-RF'v'ILECED h"~D CONFIDENTIAL 

I 
\ 

\ 
I 

\ 

' 

• 

• A residential treatment facility is one which meets criteria for licensure 
or certification established by the state in whkh it is located .. 

--------.... 
Eligibility 

Individuals are· eligible for mental health and substance abuse services other 
than screening and assessment and crisis services if they have, or bav . f><y 1 
the past year, a diagnosable mental or substance abuse disorder hich meets ~ 
diagnostic criteria specified within DSM-IIl-R, and that resulted in or poses a · '-...::. 
significant fisk· ~or func~ional impairme~t in family, work, school, or 
community activities. 

• These disorders include any mez:1tal disorder listed in DSM-III-R or 
their ICD-9-CM equivalents, or subsequent revisions, with the 
exception of DSM-III-R "V" codes (conditions not anributable to a 
mental disorder) unless they co-occur with another diagnosable 
disorder. 

• Persons who are receiving treatment but without such treatment would 
' . j . 

meet functional impairment 'criteria are considered to have a disorder. 

Family members of an eligible participant receiving mental or substance abuse 
services may. receive medically necessary or appropriately related Services in 
conjunction with the patient (so-called collateral treatment). 

Professional and -outpatient treatment sen·ices: 

• 
• 

Professional services, diagnosis, medical management, substance abuse 
counseling and relapse prevention, outpatient psychotherapy. 
Limitations 

~~~ 
• By the year 2001, limits on ou,tpatient treatment and cost sharing are 

eliminated, making this benefit comparable to other1Jealth services; 
management of the benefit determines availability of services. 
Initially, a lil'llit of 30 visits per year for outpatient psychotherapy \·isits 
(and variation in cost sharing described later). Medical management, 

( crisis management, t'·al uat ion. and assessment, and substance abuse 
~ counseling are not limited. 

· AI~ ~~qc;t. ~ 
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WORK.Ir\G GROUP DRAIT PRfVILEGED AND CQt(flD:ENTIAt: 

• Licensed or certified substance abuse treatment professionals must 
provide substance abuse and relapse counseling. 

• Eligibility criteria specified above for ihpatient mental health and substance 
abuse treatment services apply, except that all persons are eligible for screening 
and assessment and 24-hour crisis services. 

• Definitions for Services of physicians and other health professionals apply.· 

Coverage for case management with no cost sharing. 

lntensin non-residential treatment services: 

• Partial hospitalization, day treatment, psychiatric rehabilitation, ambulatory 
detoxification, home-based Services, beha\·ioral aide services. 

• Limitations 

• 

(9/7/93) 

• By the year 2001, benefit limits are replaced by management of the 
comprehensive benefit to determine availability of benefit. 

Initially, a limit of 120 days ·per :year apply. . . ___ ,-'-___ 
• Provided only for the purpose of a\'erting the need for, or as an 

alternative to, treatment in residential or inpatient Settings, or to 
facilitate the earlier return of individuals recei,;ing inpatient or 
residential care, or to restore the"functioning of individuals with mental . 
or substance abuse disorders, or assist individuals to develop the skills 
and access the supports needed to achieve their maximum level of 
functioning within the community. 

Eligibiiity: As specified for inpatient mehtal health and substance abuse 
treatment services. 

~· - l r~ 'N . 
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..PRPy'JLEGED i\:ND co I Fl\.Tl t\b 

ll\TEGR<\TIO~ OF PUBLIC AJ\D PRJ\'ATE ME!'.TAL HEALTH CARE SYSTEMS 

. Th.roug.h the end of this decade, the structure of the mental health and substance abuse 
benefit package requires continuation of the existing public system that provides mental health 
and substance abuse treatment. It also requires maintenance of the existing block grant 
prog.ram to the siates, which supplements spending on mental and addictive disorder 
programs. 

~. To promote the eventual integration of the public and private systems, states are 
encouraged to use the flexibility alloweq under health reform to fold their expenditures for 
public mental health and substance abuse programs into funding available to regional hc:.alth ·J 

alliances to require integrated care for all health needs, including mental and addictive 
disorders. 'States adopting this direction may obtain a waiver from limits in the benefit 

'--__ p_ackage and arc eligible for federal~ fund1o develop inte~ated service systems. 

~!ff,qf, ... ~ 
EXCLUSIO~S u-fJ/f~ jry-.:1-~ 

The benefit package does not .cover services that are not medically necessary or 
appropriate, private duty nursing, cosmetic orthodontia and other cosmetic surgery, hearing. 
aids, adult eyeglasses and contact lenses, in vitro fertilization services, sex change surgery and 
related services, private room accommodations, custodial care, personal comfort services and 
supplies and investigational· treatments, except as described below. 

CO\"ER.o\GE OF Ir"'VESTIGATIONAL TREATMEI\'TS 

The comprehensive benefit package includes coverage for medically necessary or 
appropriate" medical care' provided as part of an investigational treatment during an appro\·ed 
research trial. The intention of this provision is to cover routine medical costs associated 
with an investigational treatment that would occur even ,if the investigational treatment were 

· not administered. · 

• An investigational treatment is a treatment the effectiveness of which bas not 
been determined and which is under clinical investigation as pan of an 
approved research triaJ. 

(9n!93) CLINTON LIBRARY PHOT. 0 
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WORKJNG GROUP DRAIT PRf\'ILEGED AND CONFIDDfflAL 

~ 

I 

• An appro,·ed research trial is a peer-reviewedand approved research program, 
as defined by the Secretary of the Department of Health and Human Services, 
conducted [or the primary purpose of d~tennining whether or not a treatment .is 
safe, efficacious, or having any other characteristic of a treatment which must 
be demonstrated in order for that treatn)ent to be medically necessary or 
appropriate. 

Coverage is automatically available if the research trial is 
approved by the National Institutes of ijealth, the FDA, the _ 
Department of Veterans AffairS, Department of Defense or a 
qualified non-governmental research entity as identified in NIH 
guidelines. 

EXPA,;~SIOS OF OTHER BENEFITS 

The initial benefit plan provides comprehensi1ve preventive coverage for all patients '7 

and focuses comprehensive dental, mental.health and substance abuse covera e on priority -- ,... 
concerns including pre\'entive dental Sef"\'ices for children and treatment f serious entally 
ill adults,~JO~ emotionally disturbed children and, individuals with subs 
disorders. 

. ' 

' ~-
The National Health Board has discretiop to introduce additional benefits earlier if 

savings from refonn and budget resources pennit. Additional benefits included in planned 
I . 

expansion include: 

Dental Sen·ices: 

I 

• Pre\·entive dental care extended to adul~s 

• Restorative sef"\•ices 

• Low Cost Sharing -- $20 per visit 
. . . ' . 

• Hig.h Cost Sharing -- 40 percent co-insurance, $50 deductible, and 
$1_500 annual maximum benefit ;for prevention and restoration 

•J 
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. - . . 

MEr'\rrAL HEALTH AND SUBSTANCE ABUSE SERVICES 

Mental health and substance abuse initiatives refocus existing fonnula grants to 
encourage development of community-based programs by: 

• Res_tructuring Existing Formula Grants 

As states implement reform, funding throug.h Community Mental 
· Health and the Substance Abuse Prevention and Treatment 

' 
Formula Grant is required ~y r treatment in excess of the 
comprehensive benefit. Fun s ift from support for direct · X 
treatment to service system e elopme~lt, supplemental services, . 

· and population-based prevention serviees~ 

~ . . . . . f;/41( / j 

State Systems ~veto ment Pro am a d Mental- Health 'S~ -~ 
Improvement ogram continue to be funded with the five 
percent technical assistance set aside from formula grants. 

· • Maintenance of Effort 

. . 

States are required to maintain support for mental health and 
substance abuse treatment activities, althoug.h they may, obtain a 
waiver to assist in the development of community-based systems 
of care to promote the eventual integration of the public and 

·private systems for the treatment of. mental and addictive 
disorders. 

• Special Initiatives 

(9/7/-)3) 

Competitive project grants to states support pilot projects related 
to integrating the private and public mental health and substance 
abuse systems. Funds support linkage· of treatment arid . 
prevention for substance abuse with a broad array of health 
services and systems management for seriously emotionally 
disturbed children. 

·J 
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WORKING GROUP DRAFT PR-t¥H:.EGED AND CONFIDENT!Ai. 

o Research and Demonstration Projects 

. '. . ' 

Funds support the development of improved outreach strategies 
for AIDS and HIY-infected drug abusers, the homeless, 
individuals involved in the criminal justice system, and 
populations with co-morbidity, including mechanisms for 
sharing infonnation about the applicability of promising 
approaches to prevention within specific populations and . 
service-delivery settings and the effectiveness of prevention and 
early intervention services in reducing health costs. 

Funds also support development of systems that link substance abuse 
and mental health treatment with primary care, target rural and remote 
areas and culturally distinct populations, and facilitate the transfer of 
knowledge. 

• Training and Staff Development 

The Department of Health and Human Services expands its. 
curriculum development and health education efforts in clinical 
prevention within schools of medicine, nursing, and social work 
as well as its infonnation serviees for current health 
professionals and provides primary care professionals :v-·ith 
information and training to screen and identify mental health and 
substance abuse problems and risk factors. 

• Capital Assistance 

(917!93) 

Direct loan and loan-guarantee programs support the 
development of additional non-acute, residential treatment 
centers and community-based ambulatory clinics, parti~ularly in 
medically underserved areas. 

l R7 
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WORK.ING GROUP DRAFT PRIVILEGED AND CONFIDENTIAL 

AMERICA!" li"'DIANS AND AlASKA NATIVES 

Supplemental financing and services provide access to health care for American 
indians and Alaskan Nati\:es populations withdiverse language and cultural needs, many of 
whom live in remote and underserved reservation areas. Supplemental services include 
transportation, outreach and follow-up, community health representatives, public health 
nurses, non-medical case management, child care during clinic visits, health education, 
nutrition, home visiting. and supplemental mental health and substance abuse prevention and 
treatment services. 

The Indian Health Service also expands population-based public health and prevention 
activities. ·Under new authority, it covers all residents, I..ridian and non-Indian, living on ·.• 
reserVations in addition to populations living near reservations. · 

. Population-based public health and prevention activities include surveillance and 
monitoring of health status, medical outcomes, threats to public health, public health 
laboratories, community- based control programs, community health protection and public 

· health information. 

HEALTH WORKFORCE 

To increase the recruitment, preparation, and retention of American Indians and Alaska 
Natives into medical, nursing, public health and other health professions, existing programs 
are expanded. · 

The Indian Health Scholarship Program and Loan Repayment. Program expands to 
fund all eligible applicants under the current authorities of sections 1 0-+ and 108 of P.L 94-
437. Additional financial assistance increases the number of American Indians and Alaska 
Natives entering training programs under current authorities of sections 103 and 105 of P.L. 

"94-437. 

SAf'.t1TATIO~ Ar\D E~YIR0~~1ENTAL HEALTH 

Additional funding expands construction of water, sewer, and other sanitation and 
environmental health facilities, as well as provide for training and techniwl assistance to 

tribes that wish to operate tribal facilities under P.L. 86-121 and Section 302 ofP.L. 9-+-437. 

(9n!93) 
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• 

• · . · · tf<'>V •der.s 
Licensed or cenifiCd substance abuse treatmentofessionafs must 
provide substance abuse and relapse cOunseling. 

Eligibility criteria specified above for inpatient mental health ·and substance , 
abuse treatment services apply, except that all persons are eligible for screening 
and assessment and 24-hour crisis services. · 

• Partial hospitalization, day treatment, psychiatric rehabilitation, ambulatory 
detoxification, home-based services,· behavioral aide services. 

• Limitations 

;io~o 

• By the year~. benefit limits are replaced by management of the 
comprehensive benefit to determine availability of benefit. 

• 
Initially, a limit of 120 days per year apply. 

Provided only for the purpose of av.erting the need for, or as an 
alternative to, treatment in residential or inpatient settings, or to 

. facilitate the earlier return of individuals receiving inpatient or 
residential care, or to restore the functioning of individuals with mental 
or substance abuse disorders, or a.sSist indi\:iduals to develop the skills 
and access the supports needed to achieve their maximum level of 
functioning within the community. 

• Eligibility: As specified for inpatient mental health and substan~ abuse 
treatment services. 

31 
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WORKING GROUP DRAFT 

INTEGRATION OF PUBLIC AND PRIVATE MENTAL HEALTII CARE.S)'STEMS 

EXCLUSIONS .. 

The benefit package does not cover services that are not medically necessary or 
appropriate, private duty nursing, cosmetic orthodontia and other cosmetic surgery, bearing 
aids, adult eyeglasses and ~ntact lenses, in vitro fertilization services, sex change surgery and 
related services, private room accommodations, custodial care, personal comfort services and 
supplies and investigational treatments, exeept as described below. . . 

COVERAGE OF INVESTIGATIONAL TREATMENTS 

The comprehensive benefit package includes coverage for medically necessary or 
appropriate medical care provided as part of an investigational treatment during an approved 
research trial. The intention of this provision is ao cover routine medical costs associated 
with an investigational treatment that would occur even if the investigational treatment were 
not administered. 

· • An investigational treatment is a treatment the effectiveness of which has not 
been detennined and which is under clinical investigation as part of an 
approved research trial. · 
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• An approved research trial is a peer-reviewed and approved resea"lch program, · 
as defined by the Seaetary of the Department of Health and Human Services, 
conducted for the primary purpose of detennining whether or not a treatment is . 
safe, efficacious, or having any other characteristic of a treatment which must 
be demonstrated in order for that treatment to be medically necessary or 
appropriate. 

Coverage is automatically available if the research trial is 
approved by the National Institutes of Health, the FDA. the 
Department of Veterans Affairs, Department of Defense or a 
qualified non-governmental. research entity as identified in NIH 
guidelines. 

EXPANSJOt\ OF OTHER BENEffiS 

The initial benefit plan provides comprehensive preven ve coverage for all patients 
and focuses comprehensive dental, mental health and substance abuse coverage on priority 
concerns including preventive dental services for children and seriously mentally 
ill adults, seriously emotionally disturbed children and individuals with substance-abuse 

diso:r- T...,e. pi"""' p~"ofOSes +o f\'lCISe. i" C(H;T;·~~\ 'De..r.cl='i-1-s :~ 
· The National Health Board has discretion to introduce additional benefits earlier if t!: '(' 
savings from reform and budget resources permit. Additional benefits included in planned 0 ·· ~-
expansion include: · '2.000 • 

Dental Services: 

• • Preventive dental care extended to adults 

• Restorative services 

• Low Cost Sharing -- $20 per visit 

. • High Cost Sharing -- 40 percent co-insurance, $50 deductible, and 
$1500 annual maximum benefit for prevention and restoration 
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WORKING GROUP DRAFT PRMLEGEE> AND CO~I~ 

• · Orthodontia in cases. in which it is necessary to avoid reconstructive surgery 

• Low Cost Sharing -- $20 per visit 

~~; ;~~t:a..~ ~ . Hi}~·st ~baring-_- 40 percent co-insurance, $50 deductible, and- ·. . 
recol"'Sl uc..\fT,/e~ ($2_~lJfettme JBaxl:BHJFR bCcefit ") . d· . , ' 
~~~i~\~\t- lYle M-e. I "eo,.\ th o. "~ ~ ub~ta.nce A \:,1)5e ( s• e. f"{'"e:(iOI.lS · oSC.\.ISS i en .l 

COST SHARING . 

· Consumer out~f-pocket costs for health services in the comprehensive benefit 
· · package are limited, to ensure financial protection, and standardized to ensure simplicity in · 

choosing among health plans. 

Health plans use standard consumer cost sharing requirements. Health plans may offer 
· consumers one of three cost sharing schedules: 

• lAw cost sharing: $10 co-payments for outpatient services; no co-payments 
for inpatient services; may ~ffer point of service option with 40 percent 
coinsurance. 

• Higher cost sharing: $200 individua1!$400 family deductibles; 20 
percent coinsurance~.$1500!3000 maximum on out-of-pocket spending. 

• Combination: Plan provides low cost sharing if participants use 
preferred providers and higher cost sharing (20 percent coinsurance) if 
they use out-of-network providers. 

. . . 
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J!RIVILEdED AND COHFIQ£NTIAL 

LOW COST SHARING 
-. 

Cost-sharing 

Overall 
- Deductible None· 
-Coinsurance SlOper visit 
- Out-of-pocket max 

Individual Sl,SOO 
Family· $3,000 

Inpatient Hospital full coverage 
. 

Professional services, outpatient S 10 per visit 
hospital services. 

Emergency services $25 per visit 

Preventive services, including .. Full coverage 
well-baby, prenatal 

Hospice Full coverage 

Home health care full eoverage 

Extended care facilities (SNFs, full coverage 
rehab facility) 

Outpatient physical, occupational, SlOper visit · 
speech the~apy 

DME, outpatient lab, ambulance Full coverage 

(9n/93) 35 
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· Limitations 

Private room only when 
medically necesSary 

Waived in emergency. 

Services limited to 
periodicity in Table 1. 

A5 hospital alternative for 
terminally ill. 

A5 inpatient alternative; 
coverage reassessed at 60 
days; added coverage only 
to ~revent institutional 
care. 

A5 hospital alternative; 
100 day limit. 

Only to restore function or 
minimize limitations from 
illness or injury; 
reassessment at 60 days; 
additional coverage only if 
improving. 

.. . , 
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WORKING GROUP DRAIT 

Routine eye and ear exams, 
eyeglasses 

Dental services 
-Initial: Prevention 

-Additions in 2001: 

Restoration 

Orthodontia 

$10 per exam or 
1 set glasses 

$10 per visit 

$20 per visit 

$20 per visit 

Eyeglasses limited to 
children only 

For<l8 only 

Remove age limit on 
prevention 

c~ ~5IC'jO . .'f J_ 

} 

~ 
-~·--- ~ \ . c:... 

r7lLJ¥:-.o 
Only to avoid . Q;:IJQ,~~ 

~--------------------~~------------------~re_oo~n_st_ru_ct_i_v_e_s_ur~g~e~ry~---n~~~\ 
-'-· Prescription drugs $5/prescription 

~--~--~~--~~~~--~--~----~--------~----~~-~ 
Mental health I substance abuse ~-~e 

Initial 
Inpatient services: 

Hospital alternatives: 

Gt~ o u 0 u1- po..-1\ e.Y\\-. 
Brief office visits fo1 meeieal 

fn;~~~~~~clfd: 
Psychotherapy: ..L 
C ~ 'N\O..~J&.<.m-€V\T 
2D.ql 
Inpatient services: 

(9n/9J) 

Full coverage 

Full coverage 

SlO per visit 

$25 per visit 
f 0\\ Co\$e..'{'c..'u-'!. 

· Full coverage . 

. Full coverage 

$10 per visit 

30 day/episode; 60 
day/year max 

120 days maximum 

DO limits 

30. visits maximum _L 

Y'\ 0 \ \'()'\ :+ ~ -;r::. 
... I ,,... ~. . ·"-·~~ 
l 

no limits 

\~\i 
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. . . 
ADMINISTRATIVE MARKiN(:$ 
INITIALs:M DATE: '-fJaQ IOCl 

. ~60<o- o~rc- F 
WORKING GROUP DRAFT · ~MLBOJ:D A1ffl C01vr1DENTIAL~- · 

HIGH COST SHARING 

Cost-sharing 

Overall 
- Deductible $200/400 

indiv/family 
- Coinsurance . 20% 
- Out-of-pocket max 

Iodividual $1,500 
Family $3,000 

Inpatient Hospital .·20% co-ins 

Professional services, outpatient 20% ·co-ins 
hospital services including 
emergency. 

Preventive services, including Co-ins and 
well-baby, prenatal deductible does 

. not apply 

Hospice 20% co-ins 

Home health care 20% co-ins 

/ 

Extended care facilities (SNFs, 20% co-ins 
rehab facility) 

Outpatient physical, occupational, 20% co-ins 
speech therapy 

~ 

DME, outpatient lab, ambulance 20% co-ins 

37 
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limitations 

Priv~te room only when 
medically necessary 

Services limited to 
periodicity in Table 1. 

As hospital alternative for 
tenninally ill. 

As inpatient alternative; 
coverage reassessed at 60 · 
days; added coverage only 
to prevent institutional 
care. 

As hospital alternative; 
100 day limit. 

Only to restore function or 
minimize limitations from 
illness or injury; 
reassessment at 60 days; 
additional coverage only if 
improving. 

•· . 
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WORKING GROUP DRAFT 

Routine eye and ear exams, 20% co-ins . . 

e)'cglasses . · 

Dental services 
-Initial: Prevention / 20% co-ins 

-Additions in 2001: 

Restoration $50 deduc+ 
40% co-ins 

- Orthodontia 40% co-ins 

Prescription drugs $250/year deduc 
20% co-ins 

oop max applies 

• 
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EyeglasSes limited to 
children only 

For <18 only 

Remove age limit on 
prevention 

$1500 annual max 
.. ~_n 

Drily to avoid ~ reconstructive surgery; 
~~~-I~OO=ti~ t~c max 

\ - \ 

' t';.;::: 
'"'( 

-~ 

Y\o i-e. \ ~~e\1me 
IYV!if_ 

'fe. c o V\ ~ ~ ~ -e r- e ~ 
fecoY\s\c-vctl \I -e._ 

Su r J:e 'f~ . . 

'\e. q_ 0 I. i" (?_\['{\, -e (\+ . 
Su~~~ c. i e 1\ 1--' 

.. . . 
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. WORKlNG GROUP DRAIT PR TVII FGFD AND CONFIDE~ffbtt 

Mental health I substance abuse 

lnitia1 
Inpatient seiVices: 

' - 20% co-ins; oop max 30 day/episode; 60 
applies ~ \ O.o...:\ 
d:~vc.~,, \:>\~ 

day/year max 

Non-residential intensive 20% co-ins. 
seiVices: 120 days maximum 

Ali outpatient~ cer 1- 20% co-ins L,.7 
p s'1 c.\-\ of e '<'<A f> ~ r-.no limits 

Psychotherapy: · A 50% c:Ost sharing 

~ ~isits maximum 
1 

CD.5e.- '«\c.t.~~~m_€V\ Z--'- Fv\\ CD~'f'().~~ ............. 
\ 

t>Y\O 'tr..--r' I j Pd\ 200.1 ' t •. , 
-Inpatient services: · 20% co-ins; oop max 

applies . 

Non-residential intensive 
seiVices: 20% co-ins no limits . 

Outpatient including 
psychotherapy visits: 20% co-ins ' 

* 
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WORKING GROUP DRAFT 

DETERMINED TO BE AN 
AOMINIS~TIVE MARKING 
:INITIALS: Y10t DATE: L.f IQAIC>G 
QDOCrrC>~C -~

.PRJ\qLEGED AND CONFIDENTIAL 

COMBINATION COST SHARING 

services (with same limitations as In network Out of network 
above) 

Overall 
- Deductible None $200/400 

indiv/family 
- Coinsurance . $10 per visit ' 20% 

- Out-of-pocket max .. 

Individual $1,500 $1,500 ' 

Family $3,000 $3,000 

Inpatient Hospital Full coverage 20% co-ins 

Professional services, outpatient $10 per visit 20% co-ins 
hospital services. 

Elnergency services $25 per visit 20% co-ins 

Preventive services, including Full coverage Full coverage 
well-baby, prenatal 

.. 
~ospicc Full coverage 20% co-ins 

Home health care Full coverage 20% co-ins 

Extended care facilities (SNFs, Full coverage 20% co-ins 
rehab facility) 

Outpatient physical, occupational, $10 per visit 20% co-ins 
spee.ch therapy 

DME, outpatient lab, ambulance Full coverage . 20%· co-ins 

Routine eye and ear exams, $10 per exam or 20% co-ik 
eyeglasses l set glasses 
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WORKING GROUP DRAIT 

Dental services 
-Initial: Prevention 

-Additions in 2001: 

Restoration 

Orthodontia 

Prescription drugs 

Mental health I substance abuse 

Ini111l 
Inpatient services:. 

Hospital alternatives: 

PRF\1LEGED MID COm:IDe~fTVrL 

$10 per visit 

$20 ·per visit 

$20 per visit 

$5/prescription 

Full coverage 

Full coverage 

20% co-ins 

$50 deduc + 
40% co-ins 

40% co-ins 

_,.·:·, ..... 

. $250/ycar dcduc 
20% co-ins 

oop max applies 

20% co-ins; oop max 
applies ; \ ?-- 0..\ 
~~~\.) c +- \ 'P1 -e_ 

20% co-ins 

All outpatient:e.. )(c -c2 flT 
~ => '"\.C...~o\-'n.e.-c--o.. ~ \ $10 per visit 20% co-ins 

z.s 'ic.\-.o~~~~'-1 ~" Pe<""" ts' \-. 'So% co-\<'s 
2Dill.s~'(Y'lo..'(\~~~"'-*- <------_r-... ]1 ..., ~v€-'f'a~~ ~ ·~. fV\\ ..c.ovec~~ 
Inpa~Tent services:· ----Full coverage - 20% co-ins; oop max -

applies -

Non-residential intensive 
services: 

Outpatient:\·~ c..\ u ~ t \'\~ 
f>S'i c. ""'o~'t---era..p \ · 

(9n!93) 

Full coverage 

S 10 per visit 
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20% co-ins 

20% co-ins 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

September 23, 1993 
THE DIRECTOR 

MEMORANDUM FOR THE FIRST LADY 

FROM: ~eon, Panetta and Alice 

SUBJECT: Comments on the 9/7/93 
·Reform Plan 

~y 
Rivlin. 

Draft of Health Care 

We have attached OMB's comments on the 9/7/93 draft of the 
Health Care Reform Plan. As you will recall, we transmitt~d 
comments on the 8/6/93 draft in our memorandum dated · 
September 10, 1993. We are working with Ira to resolve the 
outstanding questions about the plan in order to begin the 
process of scrubbing the n~mbers. Please let us know if you 
have any questions about our comments or this process. 

cc: Ira Magaziner 

CLINTONLIBRARY.PHOTOCOPY 
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THE DIRECTOR 

FROM: 

SUBJECT: 

' . 
. ) 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 · 

.September 23, 19~3 

GAZINER . ~-:r 
. ' Leon Panetta and Alice Rivlin 

Comments on the 9/7/93 Draft of Health Care 
Reform Plan 

Thank you for the opportunity to review the revised draft 
Health Care Reform Plan.dated 9/7/93. We look forward to 
continuing to work with you and your staff over these next 
few critical weeks as details are finalized. 

We are _attaching a number of detailed comments and 
· qu·estions, organized by chapter. We_ have classified 

comments into 2 types: (1) those that might affect budget 
estimates, and (2) needed policy clarifications. The 
greatest number of our ·comments pertain to three chapters 
"Long-Term Careu, "Medicaid", and "Financing Health 
Coverage". 

. . 

The 9/7f93 draft-contains a nuMber of chapters that remain 
the same or substantially similar.to the 8/6/93 draft. We 
request that you still review carefully our previous 
comments on those chapters, which were attached to our memo 
to you dated September 10, 1993. 

_A particular continuing concern is the proposed "independ~nt 
agency" status for the National Health Board. Given the 
wide-ranging powers of the Board and the President's 
accountability for the success or failure of its endeavors, 
we believe the Board should be accountable to the President. 
To accomplish this, the provision for removal of Board 
members only for cause should be changed to permit removal 
at the pleasure of the President. Removal for cause is the 
key determinant of "independent".status. More generally, 
the Board should be· referred to as an agency in .. the. 
Executive Branch, not as an independent agency. Further, we 
continue to believe that an agency with such broad powers 
should not be exempt from White House regulatory review. 

Attachment 
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Comments.by Chapter..,.- 9/7 Draft Plan 

Chapter 3: Coverage 

This chapter has not Changed substantially Slnce last revlew; 
previous OMB conunents still apply. · 

Additional Conunents 

1) Budget Issues 

None. 

2) Policy Issues or Clarifications 

• Page 13, undet "Sources of Health Care Coverage", 
individuals who are eligible for Medicaid long-term care 
services should be mentioned. The document does riot state 
whether these individuals will.receive their acute care 
services through the health alliance, as well as continue to 
have Medicaid pay for their long-term care. 

• Page 14, the mention of the health security card here and on 
page 111.imply that the card will be required for access. 
All discussions of the card were with the understanding that 
it can facilitate and expedite access, but could not be a 
barrier to access .. Individuals will lose cards, some will 
not be competent to necessarily have possession of a. card 
and will not have a guardian for ensuring its availability. 
The language in both sections should be revised to use the 
term facilitate. · 

• The-explicit proposal for health insurance for the 
unemployed who have lost their jobs appears to have been 
dropped from the 8/6 draft. The health coverage available 
to unemployed workers in this draft, however, is not clear. 

Page.15 states that no health plan may cancel an 
enrollment until the individual enrolls in another 
plan; 

Page 74 states that health plans may not terminate, 
restrict, or limit coverage for the comprehensive 
benefit package for any reason, including non-payment 
of premiums. They may not cancel coverage for any 
individual until that individual is enrolled in another 
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health plan. 

Page 68 states that if ~ corporate alliance fails to 
make premiUm payments to a health plan, the plan may 
terminate coverage after reasonable notice. If 
coverage is terminated, the corporate alliance is 
responsible for providing coverage to individuals 
previously insured under the. contract. 

It ap·pears the intent is to make large employers in 
corporate alliances pay for ·the costs of their unemployed 
workers. Based on the statements above, this coverage could 
even go beyond six months if the terminated worker remains 
unemployed. 

• Page 15, under "Employer Obligation", COBRA requirements are 
not mentioned. Whether to eliminate COBRA requirements in 
favor of another r~quirement is a policy-level decision, but 
COBRA should be addressed. 

• Employers "may be required" to provide six months coverage 
of terminated employees or pay 1 percent of payroll to cover 
unemployed workers: 

Who makes t"he decision concerning ."requirement" -
State? the National Health Board? the Alliance? 
should be clearly stated. Otherwise, COBRA 
requirements should continue to apply. 

Note also that "terminated" employees are a broader 
group than ·laid-off workers. 

the 
This 

· Will the 1 percent of payroll only cover the costs of 
unemployed workers laid off by that employer? If the 1 
percent of payroll is not enough, who pays? 

Must the terminated employee pay his share of the 
health insurance costs to maintain the corporate 
contribution? 

Is there a comparable requirement for smaller employers 
or those large (over 5000 employee) employers who enter 
regional alliances to provide health insurance to 
terminated employees? If not, who covers the health 
insurance costs of their laid-off employees? 

• Page 16, self-employed and unemployed individuals are 
responsible for paying the family share of the premium as 
well as the employer share, unless they are eligible for 
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assistance based on income. 

What happens to unemployed individuals if they cannot 
pay (or do not choose to pay) for health insurance? 
Does the individual remain responsible for paying the 
premium, and how is this enforced? 

For example, an unemployed worker may not qualify for a 
subsidy based on income from a second earner but still 
have high recurring liabilities (e.g., a mortgage). 
Given the average weekly benefit for unemployment 
insurance of $170, if a health plan costs $4,000 a 
year, the weekly cost of health insurance amounts to 45 
percent of the weekly unemployment benefit. 

• Page 16, enforcement of employer responsibility to 
contribute to employees health coverage should be shifted 
from the Secretary of Labor to the States. States already 
run their own unemployment insurance systems, and have been 
delegated most other enforcement responsibilities und~r the 
plah. . . 

• Page 17, for part-time workers, employers will be required 
to make pro-rated contributions. Students, on the other 
hand, will be covered by their parents' policies or through 

·the regional alliance of their school. The primary payor 
for students who work part-time is not identified; it should 
be the parents' policies, rather than the employers' 
policies. · 

• Page 17 (and p. 236), issues related to higher student· 
premiums and dismantling of student health plans continue to 
be of concern. The expanded comments specify that the 
·student is covered under his or her family's policy. A 
portion of the premium paid by the employer and the famiiy 
would be transferred to the regional health alliance.where 
the student attends school. If the student is not a · 
dependent, he or she would enroll directly in the regional 
health alliance, and presumably would be responsible for 
the premium, subsidized depending on the level of income. 

These revisions, while providing increased detail relative 
to the 8/6 draft, fail to address previous comments about 
how student health services would fit into the.new system, 
and whether they would have to accept all applicants, 
including non-students, and raise premiums as,a result. In 
addition, questions remain about how much of the premium 
would be transferred from the family policy to the regional 
health alliance, and how this would be determined. 

3 
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Chapter 4: Guaranteed National Benefit Package 

This chapter has not changed substantially since last rev1ew; 
previous OMB comments still apply. 

Additional Comments 

1) Budget Issues 

Home health and extended care benefits for the under-65 
population should be brought into line with the Medicare 
population by requiring a $5 copayment per visit for home 
health and $10 per.day of extended care for low cost-sharing 
plans. The amounts should retain the same ratios to the 
copayment ·amount for physician visits. The high cost
sharing plans, as currently constructed, will require 20% 
coinsurance on these benefits. Under the plan, Medicare 
will also require cost-sharing. on both benefits after a_ 
period of free care. . 

2) Policy Issu~s or Clarifications 

• .Page 22, the table has asterisks that do riot line up with 
definitions below. For example, "***" is placed after "7 
clinician visits" for children age 0~2, yet the definition 
of "***" provided below the table says it stands for "once 
three annual negative smears have been obtained." 

• Page 26, should a·physician be required to reevaluate the 
need for continued outpatient rehabilitation therapy and 
home health care? While this could be considered too 
regulatory, it could. discourage excessive utilization. 

• Page 33, change the "Expansion of Benefits" ·section to read, 
"Additional benefits that could be includ~d in possible 
future expansions include ... ". 

I . . 

• Page 33, coverage of investigational treatments should.be 
limited to those trials bearing approval from one of the 
agencies enumerated, o~ that meet the cited NIH guidelines. 
Health plans should not be required to cover any other 
investigational treatments that have not met Federal 
standards. 

• Page 35, remove the requirement that low cost-sharing plans 
have an out-of-pocket maximum. It is unlikely that the 
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maximums will be reached. An individual or family that does 
reach the maximum is_likely overutilizing the health care 
system and a cap on out-of-pocket costs for low cost-sharing 
plans does nothing to discourage such usage. · 

Chapter 5: National Health Board 

This chapter has not changed substantially sine~ last rev1ew; 
previous OMB comments still apply. 

Additional Comments 

1) Budget Issues 

• ·page 47, last paragraph, the discussion of a premium 
surcharge on all employers does not clearly state that this 
is the default requirement ·if states do not establish their 
own programs. 

2) Policy Issues or Clarification~ 

• Page 43, the NHB breakthrough drug committee seems to create 
disincentives for drug development in the very area where 
this should not take place, i.e., when there are significant 
treatment advances. Congress may already have created 
enough of a chilling effect with its intensive scrutiny of 
major breakthrough drugs such as AZT, the new cystic 
fibrosis drug and the new treatment for multiple sclerosis. 
The rationale against cost containment is that there will be 
significant market forces at work under the health care · 
reform system to make such controls unnecessary and overly 
burdensome. To put in place potential price restrictions in 
the very areas we want to encourage drug development is 
counter·intuitive: The notion that the committee could 
judge from other "therapeutically similar" drugs here and in 
other countries misunderstands breakthrough drugs, and fails 
to acknowledge price controls in other countries. 

Chapter 6: State Responsibilities 

This chapter has not chang~d substantially since last review; 
previous OMB comments still apply. 

Additional Comments 

1) Bvdget Issues 

None. 

s· 
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2) Policy Issues or Clarificati6ns 

• Page 52, last paragraph, refers to an agency that assumes 
·control if a p·lan fails. Is this the. same as the guaranty 
fund? 

-Chapter 7: Regional Health Alliances 

Previous OMB comments still apply. This chapter contains a few 
revisions: i) paragraph added on oversight of health alliances 
through the Department of Labor; ii) reference ·to HHS 
responsibility to establish model fee schedule for all services 
is eiiminated; iii) pages on-ihe operation of alliances have been· 
moved from the chapter on State Responsibilities to this chapter. 

Additional Comments 

1) Budget Issues 

None. 

2) Policy Is.sues or Clarifications 

• Department of Labor oversight: A paragra~h on "Enf6rce~ent" 
has been added that designates the Department of Labor to 
oversee the financial operations of th~ health alliances, 
including auditing of financial and management systems. 
Elsewhere, in the chapter on Health Plans, the Department of 
Labor also is designated with n~w responsibilities on 
developing grievance procedures. · 

In both cases, the National Health Board should be given 
primary responsibility, with the authority to designate 
agency responsibilities-as it. determines to be appropriate . 

. This-provides flexibility, along the lines of the NPR 
Reinventing Government approach, to designate whomever can 
best perform the job, rather than following pre-set, 
legislative or regulatory-mandates. -If any such function is 
assigned to the Department of Labor independent of National 
Health Board action, it should be limited to the corporate 
alliances. 

Chapter 8: Corporate Alliances/ERISA 

This chapter has not changed substantially since last rey1ew; 
previous OMB comments still apply. 

Chapter 9: Health Plans 
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Previous OMB comments still apply. Paragraphs have been added on 
grievance procedures, provider participation in plans, and loans 
to community-based health plans. 

Additional Comments 

1) Budget Issues and Clarification 

• Page 76, under the section "Health Plan Arrange~ents ~ith 
Providers," health plans al~o should be authorized to 
competitively bid out for services such as durable medical 
equipment, pharmaceuticals, and other health care products. 

• Pages 80-82, supplemental insurance coverage continues to 
promise excess and unnecessary utilization. Requiring high 
cost-sharing plans to offer coverage of cost-sharing 
liabilities _will not help control costs and only encourage 
the opposite result. The requirement that high cost-sharing 
health plans offer wrap-arotind coverage o~ cost-sharing 
should be made optional. · 

An alternative would be to. ban the coverage of cost-sharing · 
altogether and allow supplemental policies to offer only 
additional benefits. 

• Cost of Loans to Community-Based Health Plans: a new.section 
has been added that requires HHS to establish a loan program 
to assist with the development of community-based health 
plans. The program "may provide direct loans to health 
plans or guarantee loans made by private financial 

.institutions." 

The potential for abuse and actual experience with existing 
Federal loan programs suggests that considerably more 
analysis and definition is needed regarding the goals and 
implementation of this program. This description provides 
no sense of how large the program may be, how much it would 
cost, what criteria one uses to judge what constitutes a 
community~based health plan, or what criteria should be used 
to determine who should receive the loans. 

A preferred alternative is to delete this section 
·altogether. The private market has already anticipated a 
network-based health care system: providers and insurers are 
already creating networks in anticipation of health care 
reform. Government-backed loans will only distort the 
incentives that exist and result in the creat1on of health 
plans that would not otherwise exist. 

2) Policy Issues and Clarification 
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o Grievance Procedure: as .noted in comments on the chapter on 
Regional Health Allian~es, the revised plan designates the 
Departmeht of Labor for new responsibilities -- in this 
case, for the establishment and monitoring of grievance 
procedures, including alternative dispute resolution 
procedures. The Department of Labor may _indeed be in the 

'best position to monitor ·such practices, but either the 
·states or the National Health Board should assume primary 
responsibility. 

The Natiqnal Health Board is one option because it could 
delegate assignments as it deems appropriate. This provides 
flexibility, along the lines of NPR Reinventing Government 
approach, to designate whomever can best perform the job, 
rather than following pre~set, legislative or regulatory 
mandates.· The other alternative would be for states to 
ensur~ that regional and corporate health plans establish 
and monitor grievance procedures. States are responsible 
for most other survey and certification efforts and 

"jurisdiction on these matters should not be splintered. 

o Page 75, employers and employees (in regional alliances) pay 
a community-rated premium. However, payments to health 
plans by alliances.are adjusted to account for the level of 
risk associated with individuals enrolled in plans. 

Also ori page-75, health plans may purchase reinsurance to 
cover_disproportionate costs beyond those predicted by risk 
adjustment formulas. 

These two provisions suggest that bad debts due to enrolled 
individuals not paying their premiums may show up in the . 
community-.,.rated premium. This will socialize the cost 
across the general population, while the party in default 
pays no penalty. Because unemployment is cyclical, health 
ifl:surance premiums could increase to subsidize non-payers. 
Reinsurance could spread business cycle risks o~ costs due 
to structural unemployment across health plans, alliances, 
and States. Alternatively, the plan could specify. a 
mechanism, through the tax system or a comparable procedure, 
that States have the option to use to collect·overdue 
assessments. 

• Page 76, ·the requirement that plans pay "essential community 
providers" should. be deleted. If health plans comply with 
non-discrimination requirements, they should be allowed to 
determine with what types of providers to contract. 
Requiring plans to contract with a certain class of 
providers contradicts the provision that health plans can 
... limit the number and type of health care providers who 
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participate 1n the health plan". 

Chapter 12: Integration of Worke'rs' Compensation Insurance 

Thls chapter has notchanged·substaritially since last review; 
previous OMB comments still apply. 

Additional Comments 

1) Budget Issues 

None. 

2) Policy Issues or Clarifications 

• Page 90, paragraph about extent of coverage says that 
benefits will continue to be defined by states, that plans 
and providers are not allowed to bill patients for balances, 
but that workers will not be subject to requirements for co-
payments and .deductibles. · Some .state workers 1 comp laws may 

·already allow for co-payments and deductibles. (There are 
serio~s efforts to control costs in some states. We do not 
keep up with the details but suspect they use deductibles 
and copayments or will need to so in the future.) 

Although workers' comp laws do have broader purposes than 
"regular" health insurance, there is no reasons to override 
states' efforts to control costs of workers comp. An 
~lternative would be to ~uggest adding at the end of the 
second paragraph, p. 90: " ... unless they are allowed under 
the relevant workers' compensation law." 

Chapter 13: Quality Management and Improvement 

Previous OMB comments still apply. Additional comments address 
the revised section containing greater detail on reforming the 
Clinical Laboratories Improvement Amendments (CLIA) . 

1) Policy Issues and Clarifications 

• Page 107, the resurrection ot_the explicit CLIA revisions is 
strongly applauded. The _existing regime is a very costly 
construct with little evidence of improved quality at the 
cost of approximately $1.5 billi6n annually. This change 
should,stay in the plan. 

• The draft states high-risk laboratories would be warned in 
advance of on-site inspections. High-volume, high-risk 
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laboratoriei ~auld be targeted for on-site.inspections, 
which would be announced in advance. An argument can be 

.made that the pre-announcement is necessary to avoid 
disruption bf patient c~re. No other h~alth care 
facilities, however, r~ceiv~ this special cortsideration, 
e.g·., nursing homes, hospitals, mammography screening 
clinics, .home health agencies, etc. Pre:-announcing surveys 
<3-llows facilities to cover up non-compliance. At a minimum, 
facilities suspected of non-compliance should be subject to 
unannounced inspections. 

Chapter 15: Information Systems and Administrative Simplification 

Previous OMB comtnents.still apply. Additionai comments address 
the revised section on consumer surveys, the deleted reference to 
PHS budget requirements, and the added new Medicare streamlining 
~roposal to allow doctors to waive ~oinsurance. 

/ 

Additional Comments 

1) Budget Issues 

• Page 118, the· data standards process should be started in 
advance of health care reform legislation. The longer the 
standards are delayed the longer the continued . 
administrative waste and delayed start-up of improved 
automation. 

• Page 120, the new proposal allowing physicians to waive 
Medicare coinsurance in cases of "financial hardship or 
professional courtesy". Currently,· health care providers, 
including physicians, are not permitted to waive coinsurance 
because of the increased utilization that waivers may cause. 
The plan proposes to allow physicians to "presumptively" 
waive coinsurance in cases of financial hardship or 
professional courtesy, but does not define these terms .. 
These terms are difficult to define in a way that would 
prevent them from being used inappropriately. The practical 
effect -- unless new (arid undesirable) paperwork is required 
to allow for enforcement -- would be to allow physicians to 
waive coinsurance under any circumstance. This is likely to 
result in increased costs to the Medicare program-due to 
increased utilization. These costs should be estimated and 
added·to the list of Medicare savings and cost proposals. 

Allowing physicians to waive-coinsurance also begs the 
question of why physicians should receive preferential 
treatment. What about other health care providers, e.g., 
durable medical equipment suppliers, clinical laboratories, 
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and home health agencies? 

• Pages 119-121, it is unclear whether the costs and savings 
of other proposals in.the Medicare streamlining section have 
·been taken into account in overall cost estimates (see 
previous comments on this chapter related to streamlining 
Medicare) . An attempt should be made to explicitly estimate 
these costs. 

0 - Modifications to the chapter on consumer surveys are 
positive. The chapter no longer designates PHS as 
responsible for these surveys, and no longer states 
will require $200 million to conduct these surveys. 
appears to be responsive to previous OMB comments. 

2) Policy Issues and Clarifications 

that PHS 
This 

• Page 121, the proposal to have the National Health Board 
explore developing standards for single annual ·inspections 
of health care institutions is inconsistent with the 
proposal to develop minimum standards for health care 
institut~ons on page l06, which calls· for focused attention 
on those institutions with problematic .records. More 
frequent inspections may be needed . for pr·oblematic 
institutions, while less frequent surveys may be needed for 
those without problems. 

Chapter 18: Academic Health Centers 

Previous OMB comment's still apply i additional comments are 
provided. We note that the only significant change is a deletion 
of an opening "mission statement" that academic health centers· 
perform "broad community functions that must be sustained." 

Additional Comments 

1) Budget Issues 

• The plan counts. $6 billion in FY 1994 payments to an 
academic health center pool. Medicare indirect medical 
education (IME) payments are currently projected to reach 
$4.2 billion in FY 1994. Medicare direct medical education 
payments are projected to equal $1.5 billion. .The plan 
should identify the components of the $6 -billion, since it 
only stakes a claim on the IME funds. 

2) Policy Issqes or Clarific~tions CLINTON LIBRARY PHOTOCOPY 
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• The plan would add a surcharge to the health plan premium. 
The plan should specify whether the surcharge shall be paid 
entirely by the employ~r, the employee, or whether it will 
be split between the two parties. 

• The plan would require health plans to assure coverage for 
routine patient care assbciated with approved 6linical 
trials. Some plans, however, will find. it difficult to 
contract wiih an academic health center given geographic 
settings, e.g., rural networks may be hundreds of miles from 
an academic health center. Secondly, a requirement.for plans 
to contract with an academic health center contradicts the. 
statement on page 76 that allows plans to "limit the number 
and type of· health care providers who participate in the 
health plan." · 

An exceptions process shciuld.be structured that will allow 
plans to opt out of contracting with an academic tiealth 
center. Plans can purchase reinsurance to protect 
themselves fiom the high costs 6f treatment of rare diseases 
and specialized procedures.: 

o Page 139, text states that HHS will determine particular 
diseases or procedures "for which health plans are required 
to establish contractual relationships with academic health 
centers." Such central planning is not necessary (such 
links will form on demand) and not consistent with the 
principle of Local Responsibility stated in the chapter on 
Ethical Foundations of Health Reform (page 12). 

Chapter 21: Long Term Care 

The chapter has been -re-written; OMB comments address this new 
draft. 

1) Budget Issues 

o Page 152, it is possible that a portion of the SSI/DI 
population who are not currently receiving institutional 
care or home based care would qualify for community based 
care as under the eligibility standards described. Limited 
ADLs are used as eligibility criteria for SSI/DI, but this 
population rarely uses institutional care. 

• Page 158, would the monthly living allowance change for 
recipient of Federal benefits (SSI, VA) change? 
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• Page 162
1 

this tax deduction would represent a double 
exclusion for.SSI/DI recipients. Work related expenses are 
deducted from an SSI/DI recipients total income when 
calculating benefits .. 

o ·The calculation of ·the. Federal match rate/ as it is affected 
by curr.ent State spending on long-term care I 1s never 
speci·f ied. 

• The interaction between maximum budgeted amounts 
(established nationally for long-term care spending) and the 
amount of the Federal match is never addressed. · 

• Funding for the n~w low-income program is supposed to be 
based on sp~nding that would have occurred/ if Medicaid were 
unchanged/ -for individuals receiving horne and community
based. care who do not meet the 3-ADL criteria. State 
Medicaid data almost never distinguishes among disability 
levels of long-term care recipients. Therefore/ this 
projection will be nearly impossible. · 

• Requiring States to fund both the non-means-tested and the 
low-income programs rnay_significantly increase the fiscal 
burden upon them. 

• Tax incentives for individuals with disabilities who work 
employed disabled individuals who require assistance with 
daily living receiv~ a 50% tax tredit. Is this credit 
refundable? Does the credit only apply to earned income? 
How does the credit interact with EITC? Was this considered 
in pricing. 

Medicare beneficiaries pay a premium toward coverage/ with 
individuals having incomes below 100% of poverty exempt from 
the premium. Should assets be included in the in the 
computation of the premium exemption threshold? 

o Matching rates: Secretary of HHS determines matching rates 
for allowable costs.. How are administrative costs treated 
under the matching rate computation? 

• · Tax tieatment of premiums for long-term care insurance _...:. 
such premiums for qualified p_lans are excluded from taxable 
1ncome. Are the premiums excluded for both income and 

13 

CL!NTONLI~RARY PHOTOCOPY 



FICA/FUTA payroll taxation? What is the tax treatment for 
the self-employed? 

2) Policy Issues or Clarifications 

• The relationship between current Medicaid home and 
community-based care and this new program is still unclear . 
. The addition of a 16w-income program adds another wrinkle. 
What .happens to current Medicaid recipients who meet the 3-
ADL criteria? Do reimbursement rates vary between· the two 
programs? 

I 

Chapter 25: Health Care .Access Initiatives 

Previous OMB comments still apply. 

Additional Comments 

1) Budget Issues 

None. 

2) Polic~ Issues or Clarifications 

• State Health Care Access initiatives are likely to be 
influenced strongly by the state's physician community. 
Low-cost community based care provided by clinics such as 
Planned Parenthood may not receive access to-grants or be 
permitted to be providers under state access plans. 

Chapter 26: Medicare Outpatient Prescription Drug Benefit 

Previous OMB comments still apply. The 9/7 draft inch~.des a 
provision requiring pharmaceutical manufacturers to· offer 
discounts to all purchasers of pharmaceuticals on equal terms. 
Manufacturer~ will be able to differentiate drug sale prices if 
they can identify "mechanisms that ·can influence physician 
prescribing behavior.~ The plan also yi~lds to the National 
Association of Insurance Commissioners the power to make any 
desired changes to Medigap coverage of prescription drugs. 

Additional Comments 

1) Budget Issues 

• Full protection against out-of-pocket drug costs through 
private insurance plans could lead to overutilization, the 
costs of whi-ch would be borne primarily by the Federal 
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government. Studies have shown that a small co-payment of 
$3-5 ·per prescription can effectively reduce unnecessary 
utilization. 

·• Page 196, the new sentence on rebates for· the dually 
eligible ·shifts _a substantial amount of .funding away from 
the states to-the Feds. The blind, disabled and aged 
population comprise 70% of all Medicaid expenditures and a. 
comparable portion of"a rebate on the $6.8 billion benefit 
in 1992 -- no small amount! Do the Feds really need the 
money more than the states? 

2) Policy Issues of Clarificatioris 

What is a "mechanism that can influence physician 
prescribing behavior?" Will the Secr~tary be responsible 
for defining allowable price differentials? 

• _Page 197, second paragraph under reviews: It is unclear- how 
this electronic claims management system will relate to the 
national information system. It should at least state 
clearly that it should be coordinated with the overall 
information system structure and should not duplicate any of 
the capabilities or reporting requirements. · 

Chapter 27: Medicaid Acute Care 

This chapter appears unchanged in some sections; previous OMB 
comments still apply. Changes to the draft health reform plan 
included in the 9/7 version include: i) the ~limi~ati6n of 
disproportionate share hospital (DSH) payments; ii) a possible 
Federal block grant to help fund supplemental (wraparound) 
benefits for Medicaid cash and non-cash recipients; iii) the 
premium calculation for Medicaid recipients is detailed; arid iv) 
the National Board is granted the power to create a transfer 
payment from low-Medicaid plans to high-Medicaid plans within an 
alliance if the risk-adjustment mechanism is deemed insufficient. 

Additional Comments 

1) Budget Issues 

• Will States havea compelling incentive to alter AFDC or SSI 
eligibility standards to shift the costs of these r~cipients 
into the low-income subsidy pool? Would the maintenance of 
effort requirements prevent this type of cost-shifting? 
States could, for example, limit eligibility for State 
supplemental payments to SSI recipients, effectively 
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.. 

lowering the number of cash recipients eligible for 
Medicaid. This could affect at about 11% of the SSI cash 
recipients-- over 650,000 people in 1992. States have even 
greater discretion in establishing ~ligibiiity criteria for 
AFDC cash payments andcould potentially eliminate payments 
for a majority of current (baseline) recipients. 

page 200, depending on how guaranteed benefits for non
cash·recipients would be financed, States may have an 
incentive to remove individuals from the SSI or AFDC 
roles, i.e., to move from 50/50 funding for Medicaid to 
100% Federal dollars for guaranteed benefits. 

• Page 200, the SSI disabled population uses emergency care 
heavily. During the trans1tion period when Medicaid 
disabled recipients have access to a non-capitated fee-for 
service-plan costs could escalate. 

o If Federal funding for supplemental services is.provided 
through block grants,. will the grant amounts be established 
to approximate the Federal portion of current State spending 
on supplemental services? 

• What index and base will be used to calculate State Medicaid 
payments? Payments ma:y be trended forward in two different 
ways: 

Multiply spending in the year prior to reform by 9.5%. 
Grow the resulting product by the allowable annual rate 
in the outyears; or 

"Grow" spend{ng in the year prior to reform by the 
allowable annual rate. From that amount, subtract 5% 
of the prior year's spending (in the absence of the 
·growth .rate) . Repeat this calculation for the 
outyears. 

The difference betw.een these two methods could compound 
significantly in the outyears. 

What happens to·the other 5% of projected Medicaid spending? 
Does this 5% accrue as savings to the Medicaid program? Who 
saves the money, the Federal government or the States? ~ 
Alternatively, is this money spent elsewhere? 

• Will the calculated premium paid by States to Alliances for 
Medicaid recipi~nts cover the costs a~sociated with Medicaid 
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recipients in even the lowest-cost plan?. 

• The description of the negotiations between health plans and 
alliances for non-cash recipients' premiums is e~tremely 
unclear.· More information and. a straightforward description 
of the process will be necessary for congressional and · 
public readers. 

• Who should have primary responsibility for determining 
whether transfer payments should be made from plans with few 
Medicaid recipients to those with many Medicaid-recipients? 
How·will this determinatiofr be made, and·how large will 
these transfer payments be? Requiring the National Board to 
make this determination for all plans could be extremely 
burdensome. Alternatively, health alliances could have 
primary responsibility, subject to National Board oversight. 

• Will the schedule to eliminate DSH payments be coordinated 
with reductions in other Federal subsidies for hospitals 
serving large numbers of low-income individuals and with the 
phase-in of the subsidy for low-income payors? 

Maintenance of Effort Issues 

• Is it correct to assume that States' Medicaid spending·for 
AFDC and SSI recipients after the implementation of reform 
would be credited toward their maintenance-of-effort (MOE) 
requirements? If a State's post-reform Medicaid spending is 
less than its required MOE contribution in any given year, 
would it be required to make some sort of lump-sum payment 
to the Federal Government or to State Alliances? How would 
these funds be spent, e.g., to offset Federal low-income 
subsidies costs? 

• It appears that the MOE requirement would not allow States 
to share in public sector savings ~hat would result from 
non-AFDC and SSI eligibles gaining coverage through their 
employers. Is the rationale for this approach that these 
continued costs would be outweighed over time as States' 
fisc~l liability is reduced because of lower health 
care/Medicaid costs? 

• Why does the MOE r_equirement not include other State and 
local health expenditures that are made outside of the 
Medicaid program? 
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• Must States·also maintain spending for acute-care Medicaid 
services not included in the guaranteed package? 

• Will the MOE requirement include States' share of payments 
financed through provider taxes and intergovernmental 
transfers? 

o Payments to Alliance plans on behalf of Medicaid recipients 
would b~ based on. each State's per capi~a Medicaid spending. 
If the State MOE does not include State spending associated 
with DSH and provider-'-tax-related expenditures, will these 
dollars be rietted out of the initial calculation of Medicaid 
per capita payments to plans? Or will the Federal 
government make up the difference? 

o Establishing a prospective year on which to base State MOE 
contributions may invite gaming on.the part of States. That 
is, States may downsize their Medicaid programs in the year 
prior to reform implementation in order to reduce their MOE 
contribution. On the other hand, once reform is 
implemented, States may seek to shift more individuals onto 
Medicaid to reduce the growth in the ~eighted-average 
premium and, thus, the growth in the MOE contributJ.on. 

• The MOE contribution would be trended forward by a per 
capita index. factor only. Why not also include indexing for 
Medicaid.caseload gro0th? 

.2) Policy Issues or Clarifications 

o Integration of Medicaid recipients. Alliance offered plans 
will cover all Medicaid recipients under age 65. This 
assumes that all elderly individuals will be covered by 

0 

·Medicare. Many elderly individuals (especially those on 
SSI) are currently on Medicaid. · It is unrealistic to expect 
the current Qualified Medicare Beneficiary {QMB) program to 
pick up these individuals since the.program has not been 
implemented well. 

Eligibility. 
current law. 

No further coverage options are added to 
Question: Can States drop options? 

• Establishment of a single financing pool for plan payments -
- would Medicaid r'ecipi~nts start having. to pay co-payments 
which they do not currently have to pay? . 
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• In an alliance wifh only three plans, it is possible that 
the premium in the median cost plan co~ld be above the 
weighted average premium-- especiallylif enrollment were 
heaviest in the lowest-premium plan. In this case, . 
recipients would be able to choose onl~ the plan with the 
lowest premium. 

Chapter 29: Transition 

Previous OMB Comments still apply. 

Additional Comments 

1) Budget Issues 

None. 

2) Policy Issues or Clarifications 

• Page 217, to avoid unnecessary disruption why not allow 
corporations in early opt-in states to !maintain there 
present coverage sy$tems until all corporations have to 
comply .. This would ayoid putting compd.nies at a competitive 
disadvantage. Alternatively, early opt-in states could be 
offered more flexibility on phasing in the employer manqate 
to acknowledge the problem: 

Chapter 30: Financing Health Coverage 

The employer premium subsidy is less specif~c than in the 8/6 
version,· and. is limited to firms w~th SO or \fewer employees. 
Employers st1ll have a cap on prem1ums for all employers equal to 
7.5% of payroll. Individual and family sub~idy issues appear to 
be generally the same as in the previous drdft. · · 1 

Self-employed, non-workers, part-time and sJasonal employees 
discussion is significantly expanded since previous version, 

I 

which mentioned subjects in passing in the f·inance section. 
Retiree coverage discussion is new; 

Additional Comments 

1) · Budget Issues 

Subsidies 
subsidies 
employers 
including 

for Employers: The eligibilit~y criteria for 
for employees and employers, land premium caps for 
could be based on total employee compensation, 
fringe benefits, instead of dayroll. Large 
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• 

• 

• 

• 

segments of the nation's working population receive employer 
prov~ded fring~ ~enefits such a~ health land ~ife insurance, . 
flex1ble benef~t packages, hous1ng, and pens1ons. Such . 
benefits accounted for 16 percent of total employee 
compensation in 1989,. up.from 8 percent lin 1960. Most of 
the growth in employee remuneration ove~ the past 20 years 
is attributable to the growth in benefid spending. -F6r 

·example, inflation-adjusted benefit spertding per full-time 
employee grew by 63 percent between 1970 and 1989~ while 
average cash wages remained almost flatJ The proposed 
employer subsidy could'further encourag~ firms to pay 
employees in fringe benefits in order t~ remain eligible for 
the government health subsidy, or meet the 7.5% payroll cap. . . . I ·-

. . .· . r . 

Individuals in Region~l Alliances: Sub~idies are available 
to individuals and families with income~ up to 150% of. 
poverty .. Eligibility could also be bas~d on both income and 
assets. Numerous income related Federal benefits such as 
AFDC, Foodstamps and SSI are based on bbth income and asset 
tests for eligibility 

Non-workers and part-tii:ne workers:· Premium payments are 
reduced for those recipients with familV incomes less than 
250% of poverty. How does this interabt with subsidies 
that are available to individuals and fbmilies with incomes 
up t6 150% of poverty? Does t~is cirea~e work incentives or 
disincentives? . Ho~ ~ill this i~t~r~ct r~th E~TC? _ . 

Overall, spec1f1cs and def1n1t1ons 1n th1s area can 
result in major shifts in premium/income and benefit 
outlays. For exampl~: subsidy interaction with EITC, 
definition of self-employment incdme in calculating 
premium caps. / 

Retirees: The effect of this policy gjes in the opposite 
direction of the current law Social sedurity program, under 
which the normal retirement age begins to increase from 65 
to 67 in year 2000. 

Retired people over 55 years of a~e and who meet the 
social security requirements for ~uarters of coverage 
are eligible for subsidies on their employer share of 

• • • I • . 
the1r prem1um. By encourag1ng ret1rements among 

. I . 
employer and employees, Social Security and PBGC costs 
will increase, while Social Security, Medicare and 
income tax revenues will be reducbd. 

HEialth Premium infonnation on W-2, Tjis will involve some 
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additional administrative costs for SS~ and IRS under the 
discretionary caps. 

2) Policy.Issues or Clarifications. 

0 

• 

• 

• 

The proposal could encounter serious implementation 
.difficulties if the lowest cost plan i~ less than 80% of the 
c.ost of the weighted average premium.. /In this instance the 
worker wanting to choose the lowest cost plan will need a 
rebate, and the employer will pay less lthan 80% of the 
weighted average premium.- Such events may occur·· rarely, but 

.shouldn't there be some mechanism to deal with them? 

Page 224/235, the treatment of part-tile workers, especially 
those who are dependent on their·families seems 
unsatisfactory Are their payments profrated according to 
the number of hours worked? IntroduciBg such a pro-rating 
scheme may be complicated, but otherwi~e there is a ;'big 
hit" fot people working relatively few hours (e.g., 
15/week) . 

Page 222, the subsidies for low-income families create 
perverse incentives. It is clear that the government is 
essentially requiring that poor people enroll in the medium 
plan rather than in the low c6st plan, since for such people 
the cost will be the same, while presumably the quality is 
beit~r at the higher priced ·plan. I · 
An al~ernative which could save the gorernment some.funds, 
and g1ve cash to the poor would work as follows: G1ve the 
poor the right to ihe average premium blan, but also give 
them the right to a rebate of say 50 dents on the dollar, if 
they elect to pick·~ I?lan costing ?1~ /les~ per month .. Some, 
but not all poor el~g1ble for subs1d1es w1ll accept th1s 
offer, and take the lower cost plan. /They will make 
themselves better off, AND reduce government subsidies. 
Given the "right" rebate rate, one cad ensure that a 
substantial number of poor people chodse to enroll in plans 
other than the cheapest. Thus one coJld still avoid the 
segregation of rich and poor into difieient plans that is 

:::s::::s~~:t:::i:s::a:ft~:~ :::i:tde:~: ::::e:::::::: 
These entities now must worry about bJd debt, and end of the 
year reconciliations for millions of households who.are 
perpetually moving, divorcing and cha~ging employment 
status, and for employers undergoing !bankruptcies. In 
addition they have to conduct a risk-~djustment exercise, 
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which may be subject to lawsuits at least during the first 
years, as AHPs dicker about whether th~y are fully 
compensated for their unexpectedly hig9 risk populations. 
They have to collect from the States for the maintenance of 
effort funds, although the calculatiori jof ihese will b~ 
problematic, since not all of the MOE £unds will go directly 
to the HAs. Finally, since there will jbe close to 100 HAs, 
it is reasonable to expect that some w~ll fail to comply 
with their Federal mandates. By what process will the 
proper management of these be maintainJd if there are 
accusations of noncompl_iance, let alonJ fraud? 
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THE CHAIRMAN 

EXECUTIVE OFFICE OF THE PRESIDENT 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON, D.C. 20500 

August 30, 1993 

MEMORANDUM FOR THE FIRST LADY 

FROM: 

SUBJECT: 

IRA MAGAZINER 

LAURA TYSON 
ALAN BLINDE 
JOE STIGLITZ 

Health Care 

Thank you for the opportunity to review the details of the 
health care plan. ·It is an impressive undertaking, reflecting 
months of careful analysis and data collection. In our view, 
there are six overarching goals of health care reform, each of 
which we enthusiastically support: 

1. To provide universal insurance 

2. To contain costs, especially through the use of incentives 

3. To minimize disruptions in changing from the current system 
to the new one. 

4. To keep the new system as_ non-regulatory as possible. 

5. To maintain maximal choice.at all levels--states, consumers, 
firms, providers 

6. To make health care reform deficit neutral in.the short run 
and deficit reducing in the long run. 

The framework described in the health care document goes a 
long way towards meeting these goals. We share the belief that 
managed competition is the best way to achieve these goals, and 
we support the general.structure of the reform you propose. Our 
comments are largely about the specific_$_ qf __ the plan. In par
ticular, we believe that there are some areas where more could be 
done to achieve goals (2)-(6), and especially (3)-(5). 

We summarize our comments in two sections: 

major issues: we have picked out 5 . 

minor issues, many of which are just questions that 
we'll take up in page order. 
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Major Issues 

I. Financing of the Health care Plan 

Several issu~s in the financiriq section deserve more discussion. 

1. Generosity of the-comprehensive benefits package: Between 
late May and now, .the plan has become substantially more 
generous--and correspondingly more expensive. We would 
raise the question the following way: Is it wise to start a 
brand ·new.plan--with its many unavoidable uncertainties--by 
guaranteeing every American a health insurance policy 
considerably better than FEHBP? we·are concerned about such 
an approach especially in light of the fact that aspects of 
the financing plan--in particular, the potential savings 
from budgets on Medicare and Medicaid--are highly uncertain. 

If the benefits package were 10% cheaper, we could probably 
reduce the annual subsidy cost by $10-$15 billion, which 
would certainly be welcome. We'd urge consideration of such 
an alternative (without foreclosing a ramp up to a more 
generous package later). The plan, for example, has an 
expansion of some benefits in 2000, which seems like a wise 
idea. Are the estimates of the additional .costs of these 
benefits in the year 2000 incorporated into the numbers we 
have seen? 

2. Medicare: As policy, we really ~ike the idea that you can 
stay with your old plan after age 65, rather than being 
forced to switch to traditional Medicare. But, since 
Medicare is a 5-th percentile plan and the basic package is 
a 50-th percentile plan, there is a big cost involved. The 
plan, it appears (page 199), would hand oldsters a big bill 
on their 65th birthday. ("Beneficiaries pay the difference 
between Medicare's payment and the plan's premium.") The HHS 
position is confusing on this point. On page 197, it says 
that "the cost to the beneficiary can be no greater than 
under traditional Medicare"--which suggests a big additional 
bill for the government. But on page 199, it says that "the 
beneficiary is responsible for paying any difference ..• " 
The important question here is: if a beneficiary chooses to 
stay in the alliance and not join traditional Medicare, who 
is responsible for the additional cost incurred by that 
person? 

Also, if a state adopts a single payer system, integrates 
Medicare, and eliminates or reduces cost-sharing, there is 
likely to be increased utilization for Medicare, with impor
tant budgetary consequences. How are we going to guard 
against this? 
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3. Medicaid: The Medicaid discussion is confusing. Is this a 
correct summary: (1) Non-cash recipients are assumed to be 
out ~f Medicaid in the reform;. (2) Cash recipients will. 
still be on Medicaid, but will be able to choose from 
Alliance plans like all other individuals; (3) Plans will 
receive a higher payment for the remaining Medicaid 
population; (4) Plans will pay providers the same amount for 
each patient (lower than the current private sector rate but 
higher than tha Medic~id rate). If this is correct, we have 
several comments:. · 

Is this what has been priced by the actuaries? It 
seems like there is inore potential for spillover from 
Medicaid costs to private sector costs here than in the 
old "Medicaid out" policy. 

·When theplan says that "Plans contract with states, 
-through their alliances or Medicaid agencies, for a 
capitation rate and maximum capacity for covering the 
Medicaid ..• population", does this imply that there 
are different Medicaid prices for· different plans? 
This would seem to put federal and state governments at 
risk. Alternatively, if there is a maximum price, what 
happens to a plan that does not feel it can serve 
Medicaid recipients at that price? 

4. Transition. The "access to coverage" section suggests we 
are going to set up a new Medicare program for everyone that 
is not now insured during the transition to the new system. 
Is this correct? 

II. Dealing with Budgetary Uncertainty 

Beyond the level of spending, there are additional questions 
created by the riskiness of the plan. This risk is inherent in 
any new- program, let alone'one which affects one-seventh of the 
economy.· 

' 
1. Phase-in of benefits. A natural way of dealing with risk is 

to phase in the new .system~-both the new Medicare benefits 
and the under-65 benefits. We have spoken about potential 
phase-ins of the ~mployer mandate in the past, and would 
like to explore these in more detail. In our thinking, 
phasing in the benefits achi~ves most of the savings (all of 
the savings from ,global budgets and administration) , and the 
remaining savings· (the uncompensated care offset) comes with 
the new mandate. We have several more specific comments 
about the phase- in: · 

We are pursuaded that the major medical phase-in is an 
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untenable policy~ 

The other natural phase-ins would be (1) by state; or 
(2) by employer size. We are interested in your views 
on these issues. 

Some of th~ benefits, srich as mental health care, 
dental care,. and vision care could be added. after th~ 
first ~ackage. The cost sharing might also fall o~er 
time. 

In addition, there is the potential to delay some of the 
benefits expansion for the Medicare population. Perhaps the 
d~ug beri~fit could apply to low•income seniors before it 
applies to the more ·general population. Alternatively, the 
long-term care benefit might be phased-in even slower, with 
the option to increase the speed if there are sufficient 
cost reductions. · 

2. Explicit budget protection·. As you have stressed, the bud
getary consequences of the program depend on many unknowns: 

The extent of increased retirement from the financing 
system. 

The ability ·of firms to· "game the system" by adjusting, 
their sizes or average wage. 

The ability of the alliances/federal government to 
collect debts that are owed but not paid. 

The ability of families to alter income in response to 
primary earner/secondary earner rules. 

Natural uncertainties associated with our inability to 
model incomes precisely. 

The ability of states to segregate individuals into 
ailiances on the basis of income or expected subsidy 
receipts. 

Uncertainty .about the premiums that will prevail in the 
alliance, particularly in the short run, when insurers 
are dealing with an entirely new system. 

We have spoken at various points about automatic measures 
(such as higher maximum payment rates) that would be 
triggered if subsidies came in over budget. Are these still 
on the table? 

3. Residual Risk. There is a question about who bears the 
ultimate residual risk. in the system. Think of two 
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scenarios: 

A pian that is in trouble cuts its premium to attract 
more consumers. Consumers, since they a:re guaranteed 
coverage, enroll in the plan. .The Health Alliance, 
worried about meeting its caps, looks approvingly at 
the low cost plan, failing to notice that its capital 
assets are decreasing. The plan borrows, using its 
capital assets as collateral, to stay afloat, until the 
day of reckoning occurs, in which case the other plans 
are left holding the bag. They then find themselves in 
the impossible position of drastically cutting their 
premium (since the low cost plan in their area has just 
disappeared), plus paying a 2% surcharge to make up for 
the losses of the bankrupt plan. 

Since consumers know that they cannot be denied a 
health plan, regardless of their payment, some con
sumers decid~ not-to pay the premiums on time. Collec
tions fall~ and the subsidy cbsts increase;. 

Who would bear the utilimate financial responsibility in 
these types of situations? Does the alliance have the 
ultimate ability to draw on the Federa~ Treasury? How can 
we prevent this f~om happening? 

III. Minimizing the Regulatory Burden 

1. State flexibility: We thought everyone had agreed to the 
principle of maximal state flexibility. Yet the current plan 
seems to have numerous federal interventions. The long list 
of what the states will be told to do on page 51 is one 
example, and there are others. Perhaps we should establish 
a shorter iist.of four or five requirements, and assume that 
if these requirements are.met, the plan is presumptively 

·. approved. -

2. Corporate alliances: We don't understand the motivation for 
budgetting and regulation of corporate alliances. A self
insured corporation has the right incentives now: Leaving 
aside the tax break, Jt pays the costs it incurs. Many of 
these self-insured plans do not now offer fee for service. 
Why force them to? This~requirement limits the bargaining 
power of the corporate alliance when it deals with different 
plans. More generally, why make enemies by forcing these 
corporations to change? Also, we thought that in May we had 
come close to agreeing on 1000 employees as the cutoff. Why 
.did it move to 5000? This both-increases subsidy costs and 
lowers the potential revenue from an out-of-alliance tax. 
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3. Rate-setting for fee-for-service: Fee-for-service plans will 
be subject to the rigors of managed competition; they will 

.also be capitated and budgeted like other plans. So why do 
we need fee schedules and the heavy-handed-regulation that 
accompanies them?· Also, doesn't having an artificially low 
fee schedule just work to subsidize fee-for-service plans? 
We may wind up in the perverse position of .subsidizing these 
plans by imposing a fee schedule and then taxing consumers 
who join them to meet the budget. 

In addition, what are the rules for doctors practicing in 
the system? · Are the plans allowed to restrict which doctors 
they cover? Can states compel doctors to treat patients and 
accept the fee-for-service payment? This may be 
particularly acute'if many doctors enroll in HMOs or PPOs 
and the fee-for-service fee schedule is very low. 
In addition, are plans allowed to restrict the number of 
doctors which they enroll? 

4. Medical education: We,understand, and ~ympathize with, the 
motivation for steering more medical.students _into general 
practice rather than into specialties. But isn't it better 

. to do this by incentives rather than by command and control? 
The circumscription of free choice here seems extreme. 

5. Choice and Random Selection into oversubscribed Plans. Ano
ther area where c~oice is proscribed is the assignment of 
individuals into plans when plans are oversubscribed. The 
natural market mechanism for dealing with this contingency 
is to allow the price of the oversubscribed plan to rise, 
and thus to induce more individuals to choose alternative 
plans. We are not allowing this to occur, however, because 
of.· the tight budget. We might want to create the ability 
for this type of price change to occur; 

6. Short-term price controls: The book includes them. It will 
not surprise you that the CEA opposes them. But, at the last 
big meeting with the President and First Lady, we thought we 
heard a tacit "no•i vote on short-term controls. Did we? Just 
in case the issue is still live, we have several comments 
about short-term controls (pages 229-234): 

we prefer Option 1. 

We would be announcing a controls program before we had 
the necessary survey data to monitor compliance. Also, 
6 months sounds like a very short time to get a good 

· survey working in the field. What would BLS or Census 
· say about this? 

What does it mean (page 232) that "insurers are 
expected to pass on savings to consumers ... " What if 
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they don't? How do we know how big the savings are? 

-- There are two bullets on drug prices on page 233. Does 
the second m~an drug-by~drug controls? 

"The Secretary is authorized to deny coverage or 
reimbursement ... for products [of] manufacturers that 
do not sign agreements" (page 233). That doesn't sound 
very voluntary. 

7. ·Powers of the National Health Board. One important issue 
about the National Health Board and the alliances is pro
vider representation. While we recognize the concern about 
Alliances being captured by health care providers, the pro-:
hibition against any participation by providers on the Board 
seems draconian. Providers represent an important set of 
participants in the health care market. We would prefer to 
see some representation for them on the National Health 
Board and Alliance board. As a general policy, having var
ious interested parties work to common solutions seems pre
ferable to creating a confrontational system. 

Also, page 45 says that the National Health Board "enforces 
the budget." The Board will set the budget, but we don't ·see 
how it can enforce it. What does the enforcement involve? 
Is there a role for HHS or Treasury in here? 

8. Essential community providers. At various points, there are 
discussions of alliance responsibilities for essential 
community providers, rural areas, and other areas needing 
extra help. Are all of these collected in one place, to 
examine them collectively? Also, are the plans required to 
do these, or is it at their option (with financial 
incentives)? · 

IV. Issues of Incentives 

There are several areas where the incentives to minimize costs 
might be improved. 

1. Treatment of supplemental insurance. The text indicates 
that "The price of any insurance policy covering cost 
sharing includes the cost of additional benefits plus any 
expected increase in utilization caused by the insurance". 
(p. 81) Is the Alliance responsible for levying the ·addi
tional amount and·then giving that to the original plan? If 
not, the plans may not price this way, in order to select 
some groups of individuals. Also, this general statement 
would appear to a~ply to Medigap policies as well. Is this 
true? 
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Also, shouldn't we encourage firms to pay fixed amounts 
above the required corporate payment, with rebates, so that 
employees receive the true benefits from choosing less 
expensive plans. 

Finally, we are not sure that the treatment of supplemental 
. insurance addresses one important type of insurance. With a 
prohibition on balance billing and a mandatory fee schedule, 
the reimbursement ·currently received by high-price doctors 
is likely to fall dramatically. Such doctors may wish to 
practice outside of the system and patients will want this. 
Thus, there may well develop a private insurance market to 
cover these "out of the plan health benefits." There are· 
three alternatives: 

We could.accept this. 

We could forbid any insurance for procedures covered in 
the basic pl~n, which will be hard ~o do, may be pol
itically unpalatable, and is likely to mean that only 
the rich will be able to afford expensive doctors. 

We could take even more draconian steps of forbi~ding 
private practice of medicine outside the basic system. 
This will be ·harder to do and less politically palat
able, however. 

Banning balance bi'lling may thus have major distributional 
consequences. It will guarantee greater equality for those 
in.the basic package, but provides more incentive to opt out 
of the basic package. It is useful to recognize the winners 
and losers ~nder this type of proposal. 

2. Tax treatment of benefits. The book is silent on the tax 
treatment of benefits. At various points, we have talked 
about different policies: {1) No exclusion; {2) Exclusion of 
the employer's required 80 percent; {3) Exclusion of any 
amount up to an average cost plan; (4) Exclusion of supple
mental policies only. Which of these do you support? We 
believe that a tax cap is a very important policy, not be
cause it raises revenue __ (thought that is certainly attrac.
tive), but because it places responsibility on consumers. 
It seems inconsistent to worry about high costs.and then 
subsidize the price of more expensive packages -~y up to 40 
percent. 

As with the other benefits, there is no reason that the tax 
cap could not be phased in over time. One alterative is to 
set the cap at a high level, but fix it in nominal terms. ' 
This would have the effect of lowering the real value of the 
cap. Alternatively, current contracts could be exemptj with 
the cap applying after they expire. 
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·v. other Issues 

1. Budget enforcemen~. The budget enforcement has the property 
that if the budget.is exceeded, all plans over the.maximum 
amount are brought to the average amount. This has the 
perverse effect of making the average lower than the maximum 
amount for an alliance that was having trouble meeting the 
budget in the first case. In addition, the spread in plan 
costs,·particularly between low-priced HMOs and high-priced 
fee-for-service plans is likely to be substantial. The 
evidence from Min~esota, for example, suggests. that a budget 
of this form could force some plans to·lower costs by 10 
percent in·. one year. This seems excessive. 

Also, we have three comments about the budget, particularly 
page 100: 

Can we realli hope to set budg~ts for the levels of 
spending in Year 1? We think this is inadvisable. Let 
competition discipline the market . 

. The prose seems to impose the penalty twice-~on the 
plan and on the providers~ Do you mean this? 

The "alternative" suggestion seems better. 

2. Inter-generational justice. The health program may in fact 
be heavily criticized for a failure to achieve intergener~ 
ational justice: 

Community rating without any age factors has the effect 
of making yoqng, healthy individuals subsidiie older 
individuals. : over a life cycle, this evens out, but 
the current old get a net transfer. ·This will be 
viewed ~s ex~cerbating an existing problem: the current· 
old are getting back in social security and Medicare 
far more than they contributed. 

The provisions for lorig~~erm care also serve to 
exacerbate this intergenerational inequity. 

' Transferring the burden of retirees from their 
corporations:to the general population also may be 
viewed as be~ng contrary to intergenerational justice-
since, net, it is again the young that will be picking 
up the tab. 
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Minor Issues 

* At several points,· the first being page 6, the book refers 
to GDP + 1 and such numbers. we gather that has all been 
replaced by~ e.g., CPI +pop+ 1 etc. Is that correct? 

* on page a,·you refer to a national loan program to support 
the efforts of local health providers. How is this. loan 
program to work? Have its costs been included in the 
budgets? 

* If our understanding of malpractice reform is correct, it 
may betoo strong to claim that it "eliminates any incentive 
for unnecessary tests or procedures." (p~ 9) 

* On page 14, ha~e we provided for an increase-in the unem~ 
ployment insurance taxes to fund the extended coverage of 
laid off workers? Also, the standards used for extended 
coverage differ from the standards used for eligibility for 
UI (which differ from state to state.) Is this likely to 
lead to confusion? When we extend unemployment coverage to 
39 weeks, will insurance coverage be extended in a commen
surate way? Have we modelled the unemployment program to 
apply to all workers, or just those receiving unemployment 
insurance? 

* On page 15, you say that retire~s who recei~e health cover
age through their former employers or pension funds continue 
to receive those benefits. Does this mean paid for by their 
employers or pension funds? If the government picks up 

. those costs, does it pick up th·e costs of benefits which go 
beyond t~e standard benefits package? 

* On page 15 and again on page 75, it says that "No health 
plan may cancel an·enrollment until the individual enrolls 
in another health plan." What happens if the individual has 
not paid his premium? Does the federal government guarantee 
the payment? Do we have any estimate of these "deadbeat" 
costs? 

* Page 16 gives the rules for companies ]01n1ng the regional 
alliance. Can a large firm that had joined the alliance 
leave it subsequently if it wants to establish a corporate 
alliance? What ·about a firm that grows to over 5000? Do 
firms over 5000 employees pay 1 percent of payroll for the 
alliance plans? 

* On page 16, we should recognize that in general there will 
be no plan that sells for the weighted average premium, so 
that no person will wind up paying 20 percent of the WAP. 
How about, "Employees p_ay the balance of the cost of the 

· plan they choose. If they choose a plan costing less than 
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the WAP, they will pay less than 29 percent of the WAP, and· 
if they choose a more expensive plan, they will pay more." 

* Regarding the "ern~rgency care" away from home on page 17. 
There may be difficulties in establishing standards for 
this. The problem is related to: 

students living away from home. Will there be transfer 
payments across alliances? Who gets the payments if 
the parents buy a family policy? 

What about individuals who live part of the year in two 
different places? Do they have to choose a single 
pla6e to have all non-emergehcy care, e:g. if they 

· spend six months in Florida and six months in New York? 

* On page 18, part time employees: "percentage of wages 
earned" What does this mean? Employers do not know workers 
full wages on all jobs.. · · 

* On page.18, IRS rules are designed to avoid people construc
ting themselves as independent contractors. Are you going 
beyond existing IRS .rules? Employers may not know whether 
an employee receives more than 80% of their annual incomes 
from one.employer. Are you requiring employees to file 
their income taxes with their employers? Doing this may be 
viewed as an invasion of privacy. Have you thought about 
the,problems of distinguishing between net and gross 
incomes? 

* Regarding the independent contractor provision, what happens 
to independent contractors who take bids from corporations 
to provide servic'es. Do they get bounced arond from cor
porate alliance to corporate alliance as their bids change 
from year to year? 

* ·On page 25, the mental health policy seems very generous. 
'This represents one area where we could cut back and reduce 
our premiums. Similarly, the drug benefit on page 29 
appears to be more generous than current plans. Dqes it, 
for instance, cover sleeping pills that are prescribed? 
This is another area of possible cost saving. 

* Page 34 indicated an expansion to unlimited psychotherapy 
benefits at $25 per visit in the year 2000. Insurers. are 
generally cautious about unlimited benefit plans. Is th~re 
actuarial agreement on the costs of this policy? 

* On ·page 35., is it possible for a PPO to use a system other 
than the FFS cost sharing for out~of-plan use? 

* On page 37, is there some indexing of all fees for 

CLlNION LlliRARY PHOTOCOPY 



.. 

12 

inflation? 

* on page 42, it is not clear how there can be two pre
scription drug out-of-pocket payments in the same policy. 
Does it depend on who the prescribing doctor is? 

* on page 45, how will the National Health Board adjust the 
budgets for allia~ces to reflect regional variations? Will 
there be an effort to reduce regional variations over time? 

* What does it ~ean to say (page 46) that one of the Board's 
members "represents the interests of st'ates"? · 

* Atop page 48, it says that the Board's regulations will not 
be-reviewed by OIRA. Do we mean this? If so, why? 

* on page 49, we ha~e a real problem. First, is it a state or 
an alliance that fails to comply? We would have thought the 
latter. The next paragraph says that, if a state fails to 
comply, all empioyers in the state lose their health 
deductions. Aside -from the fact (which is not irrelevant) 
that this penalizes many innoc~nt parties, this provision is 
likely to evoke fierce opposition for being "anti-business". 
These provisions raise the spect~r of fights bet~een states 
and the federal government. 

* The definition of the size of the alliance on page 52 se-ems 
too valgue: "[it] must encompass a population large enough 
to ensure that it exerc~ses adequate market leverage in 
negotiating with health plans." · 

* On page 52, how will the states coordinate wtih the IRS to 
withhold money from people who dbn't enroll in the alliance? 

* We found both the last paragraph on page 54 and the HHS 
position on'the top of page 55 confusing. The last sentence 
on page 54 seems to destroy the individual's incentive to 
choose a cheaper plan. Are we reading it right? 

* Page 57, top paragraph: This seems a funny way to collect 
insurance premiums (the_ insurance_ is __ against __ plai) _ 
insolvency). A s:inall national assessment on all plans (much 
less than 2%) would be more like, e.g., bank insurance. We 
do not want to create another unfunded state mandate. Also, 
does the insurance tax affect budget compliance? 

* Two paragraphs later on page 57, is it a "state" or a "plan" 
that can provide additional benefits? Also, why stop a state 
that wants to raise money by taxing corporations? 

* On page 57, the single pay option is not clear. It says 
payments are made directly to providers.· "However, pro-
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viders, such as HMOs, networks of physicians and hospitals, 
assume risk by accepting capitated payments to cover the 
health needs of individuals." Does this mean that under the 
single payer system, the state will set a fixed capitated 
fee (as if the "service" is "providing health care for a 
year.") 

* The bottom of page 59 does not state that someone who moves 
remains under his old plan until he is covered by the new 
plan--but we assume this is what you mean. 

* ·Two questions on page 60: {1) If an individual makes no 
selection, why not assign him to the low-cost plan rather 
than randomly? (2) In a plan that is oversubscribed, we 
presume that incumbents get preference. But the paragraph 
does not say so~ 

* We wondered about 'the top paragraph on page 61. Does it 
prevent plans from offering attractive ancillaries·to get 
customers? 

* Regarding the provisi6n of information on page 61, presum
ably we are not requiring the alliance to use all of these 
methods, but are encouraging them to do so. 

* In the multi-year budget (page 6i), shouldnit th~ contr~ct 
simply require that on average, over the length of the 
contract, the increases can't be greater than the budget. A 
high increase in one year, offset by a promise of low 
increases in subsequent years, should not be disallowed. 

* On page 62, the HHS recommendation that alliances can refuse 
to allow plans to accept corporate alliance members if they 
are not accepting regiortal alliance·members seems a bit 
regulatory. Why·not allow specialization? 

* . Do you really mean (page 62) that an alliance must offer a 
contract to every plan? What if 80 plans apply f~r, e.g., 
New York City? 

* On page 62,. the HHS .: po~itJgn tlas the peculiar property that 
a new plan which comes in slightly above.the target--but far· 
below the highest cost plans in the Alliance--could be re
jected; any plan that comes in above the budget target can . 
be thought of as causing the alliance to exceed its budget 
target. The other measures in the program designed to 
ensure that target is met would seem to suffice (though they 

.may hav~ undesirable consequences); one does not need~ and 
should not have, an extra instrument of rejecting a health 
plan. 

* On_page 63, you say that alliances may use financial in-
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centives to encourage health plans to expand into areas that 
have inadequate health services. Where do they get their 
revenues? 

* We had a hard time understanding th~ last section on page 
64. What is meant here? Doesn't everything have a pro
spective budget? 

* On page 65, can the physicians design their own fee 
schedule? 

* On page 66, you refer to the common control tests. How easy 
is it.to a firm to alter its characteristics to satisfy this 
test? For instance, does a holding company exercise "common 
control"? 

*. Re: page 66: In calculatin<;j the number of individuals in a 
corporation, if some state adopts a single payer system 
which.forces the corporation's employees in that state to 
participate iri the.state system, are the number of such 
employees reduced from the number of employees in the 
corporate alliance, possibly making the corporatioh 
ineligible for being in the corporate alliance? Also, 
companies fluctuate in employment for cyclical and other 
reasons. 4800 is only 4% below 5000. We would haVe thought 
that a much bigger band was appropriate.· If a firm grows to 
over 5000, is it allowed.to form a new corporate alliance? 

·* On page 69, Taft-Hartley plans are presumably community 
rated within a plan, not across plans. 

* on page 74, does the provision permitting taxes and assess
ments refer to th~ corporate alliance tax? 

* On the disenrollment for cause (page 79), who is the 
purchaser that is required to ensuring no gaps in coverage? 

* On page 80, wouldn~t ''insurance against ~pecific diseases" 
make it too easy to select out (certain)" bad risks? Also, 
why enforce such uniformity (only two policies) on 
supplementals? 

* We don't understand the motives for the third and fourth 
paragraphs on page 81. The former seems to be a price con
trol, the iatter a restriction on self-insured corporations. 

* Page 85 speaks to requiring urban plans to serve rural 
areas. They must open up offices there? Why? Isn't this a 
costly burden? 

* Are 56% (see page 86) of the underserved in rural areas? If 
not, why send 56% of the money there? 
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* In the last paragraph on page 86, we didn't understand the 
phrase "can be recaptured"? 

* On page.87~ how will administration of budgets be accom
plished in the first three years? 

Re: page 97: Aren't workers comp and auto folded in? (see p . 
. 9)~ Also, if workers' compensation is not included in the 
budget, isn't there some danger of a ballooning effect 
whereby more services are provided through the uncontrolled 
worker compensation and less through the controlled health · 

.plan? 

* . on page 103, we presume that a state is in.compliance if its 
prem1um is no more than 1 percentage point above the 
inflation factor, not 1 percent. 

* on page 104, it should read "surcharging high-cost plans 
andjor ppaying rebates to consumers". 

* Are corporate alliances·under a tighter budget than regional 
alliances (page 164)? Do they have less ability to exceed 
the budget in a given year? · 

* On page 131, shouldn't the surcharge be on the use of the 
graduate facilities? Why shouldn't HMOs reap the benefits 
of keeping people out of the hospital? 

* On page 139, why should we define procedures that must occur 
in·academic medical centers? Shouldn't a plan just have to 
prove that it can provide treatment for them? 

. . 

* Are we covering air and water pollution in our health plan? 
(See page 149.) 

* We stumbled over the following sentence (page 156) about 
long-term care: "··· federal funding is capped ·based on the 
estimated cost of serving the eligible population~" If the 

. cap is high enough to cover everyone, in what sense. is it a 
cap? 

* On page 165, is $15,000 the maximum cost (we hope so) or the 
maximum tax credit (we hope not)? 

* The antitrust section is probably fine, but a few questions 
on provider collaboration (page 177): 

1.· Does a "narrow" safe harbor mean narrow in time? 

2. Don't you mean "market share" not "market power"? 

3. How is a "market" defined? All docs? All cardiologists? 
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All pediatric cardiologists? 

, * On page 180, what is the. "routine waiver of co-payments", 
and why is it a bad thing? 

* On page 182,· in·the f6urth.bullet, are we making it illegal 
to fail to report violations? 

* On page 200, there are no ·incentives for either the benefic
iaries or the doctors to join the HMOs or POS plans. Should 
we create.some? 

* On page 201, presumably we mean that the same proportion of 
beneficiaries meet the deductible, rather than the same 
number. 

Does page 202 mean that if a drug company refuses to 
negotiate a price with Medicare, it can't sell to any health 
alliance? That s~ems excessive. 

*· In the section on reimbursement in the drug benefit (page 
203), does the assignment discussion imply that balance 

· billing is still ~llowed under Medicare? 

* In the transition section (page 223), what are the 
"limitations on balance billing"? 

* For the low-income subsidies (page 250), would it make 
sense to just offer a straight percentage discount on 
all plans below·the WAP? 
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MEMBER 

CLOSE HOLD 

EXECUTIVE OFFICE OF THE PRESIDENT 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON, D.C. 20500 

March 14, 1994 

MEMORANDUM FOR THE FIRST LADY 

FROM: ALAN S. BLINDE~,tf--~ 

CLOSE HOLD 

SUBJECT: Possi~le Changes in the Health Care Plan 

This memo is predicated on the belief that Congress will do 
a· wonderful job of pulllng the plan apart, but will then be 
unable to put it back together again. Hopefully, the 
Administration will play a central role in the reconstruction. I 
presume we_will want to.do this in ways that: 

• address most of the major Congressional concerns 
• accomplish the President's,key objectives 
• resemble the original proposal enough so that the new plan 

will still be called "the Clinton plan." 

Toward this end, this memo suggests a list of specific 
changes in the plan--some major, some minor--designed to improve 
both its economics and its prospects for passage. ·The basic 
philosophy is to accomplish the three objectives listed above 
while making the plan: 

• less regulatory, with less "big government" 
• more market-oriented, with better incentives 
• less ·costly . 

.What f()llows is a list of 12 suggested changes, numbered for 
convenience. Only skeletal explanations are giVen. If you find 
any of these ideas appealing, much more detail (and some staff 
work) will be necessary. 

THE MANDATE 

1. Chang~ to an individual mandate 

• An individual mandate would obviate most of· the criticisms 
now being leveled at the employer mandate. It would 
eliminate: 
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any danger of job loss 
all incentives for outsourcing 
the "burden" on small businesses~ 

PHOTOCOPY. 
HRC HANDWRITING . 

• An individual mandate is not a "new" or "radical" idea; it 
is exactly how we achieve universal coverage in automobile 
insurance. 

• With an'individual mandate, subsidies are targeted better: 
they na.turally go to poor· indi victuals, not to "poor" firms. 
This saves·money·while eliminating labor market distortions. 
RoUgh -estimates suggest.that total subsidies are slightly 
smaller under an individual mandate. 

• It is widely believed that ari individual mandate gives firms 
incentives to drop coverage. This is untrue so long as: · 

The tax preference for health insurance remains as it is 
now (but see #5 below) . · 
Subsidies to families are based on the total health 
insurance premium paid, regardless of whether the firm 
or household pays it. {This provision would .improve 
upon both Cooper and Chaffee.) 

• Most firms will continue to provide coverage under an 
individual mandate·for a simple reason: Employees get the 
tax break only if the company buys their health insurance 
for them. . ..... 

• To the extent that people are nonetheless worried that their 
company might drop coverage, we can allay these fears by 
some.combination of: . 

1 . . · t!lA.o" or.at 
a:n appropriate "maintenance of effort" prov1s1on. >.,, ! 
requiring that any firm that drops coverage pay its 
workers the equivalent in cash. 

THE ALLIANCE STRUCTURE 

2~ Make alliances multiple and competing 

• Each geographical area would.have one public alliance and as 
many private alliances as the market generated. Health 
plans could choose among different allianc~s, and alliances 
would compete. 

• Alliances would do most of the things they are supposed to 
do under the HSA. They would: 

offer consumers understandable choices (e.g., prices for 
.a u~iform benefit package) 
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col),._ect and disseminate data on quality 
enforce community rating 
perform risk adjustment across 'plans 

-- achieve insurance reform (guaranteed issue and 
renewability, no pr~existing conditions, etc.). 

• Apart from running the public alliance, the government would · 
simply make sure that private alliances obeyed the rules, 
met fiduciary standards, etc.. There would, for example, be 
no prohibition on plans charging moie than 1~0% of the 
weighted average premium. 

To help enforce community rating and avoid adverse 
selection, the government would also do risk adjustment 
across alliances. 

3. Lower the size limit.for self-insured firms and free them 
from most regulations 

• Self-insured firms already have the right incentives to 
control costs. There is no need to force them irito the 
alliance mold, regulate them heavily, or put them oil a 
budget. 

• Subsidies could be made available to low-wage workers in 
corp6rate alliances. 

• We could still charge the corporate assessment, perhaps more 
than 1% to make up for the subsidies. 

COST CONTROJ;,S 

4. Relax the cost containment provisions 

• I find this the most vexing issue because: 

If premium caps are set too tightly (as I suspect ours 
are), they don't give market incentives a chance to work 
and are likely to lead to, first, rationing and then 
pressures on Congress to change the law. But ... 
we need scorable savings. · 

• This leads me to.suggest three options: 

Option 1 (play or pay): Let each alliance choose between 
abiding by the premium caps in the HSA or paying a tax on 
doctors' fees. 

Option 2 (looser controls): Loosen the premium caps and make 
up the lost scorable savings elsewhere. 
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Option 3 (no controls): Eliminate the premium caps entirely 
and make up the lost scorable savings (which.are greater than 
in Option 2} elsewhere. 

• Under either Option 2 or Option 3, we rieed an "elsewhere" to 
find money. Among the possibilities are: 

reductions in benefits (like #6-#8 belo~) 
a tax cap (see #5 below) 
an excise tax on doctors' fees. Work would need to be 
done on this, but something like an 8% tax on.doctors' 
bills might produce as much money as our premium caps. 

s. Add a tax cap 

• We need the tax cap both for the incentives it creates and 
for the revenue it yields. 

• The tax cap should be based on the weighted average premium, 
·not on the plan the household selects. This would maintain 
the strong incentive for cost-conscious choice that.is now 
in the HSA. 

• If possible, it would be better to replace tai deducti~ility 
by a tax credit, and cap the credit. But this is another 
matter, somewhat extraneous to health reform. 

THE BENEFIT PACKAGE 

6. Reduce the generosity of the benefit. package 

• Scale back the comprehensive benefit package toi say, the 
level of FEHBP, or perhaps even lower. 

• Further increases in benefits could be scheduled for the 
future, coriditional on getting savings. (Doing this·would 
reduce risks to the budget.) 

7. Remove ·the special benefits·for retirees 

• This provision has been much criticized as a giveaway. 

• With an individual mandate and appropriate subsidies, it has 
no justification. 

a. Phase in the Medicare drug benefit and long-term care more 
slowly. 
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REDUCE REGULATIONS 

9. Eliminate the price.schedule for. fee-for-service, and allow 
balance billing-including balance billing for Medicare. 

• The ban on balance billing in .the HSA: 
) 

invites "off shore" or "underground" medicine; 
will endanger Medicare, if fees get set so low that 
doctors shun Medicare patients. 

• Allowing balance billing will increase support for our plan 
among doctors. 

10. Eliminate the "breakthrough drug11 provision 

• This provision is causing us a great deal of grief for 
little benefit (because there are so few breakthrough drugs 
each year) . 

• The biotech industry is no doubt exaggerating their· case, 
but they have a legitimate one. 

• Making this change would defuse opposition from the biotech 
and pharmaceutical industries. 

• We could and should retain the Secretary's authority to 
refuse to buy a drug for Medicare if she deems it too 
expensive. 

• We could and should insist that drug companies charge 
American buyers no more than they charge foreign buyers. 

11. Reduce or eliminate the centralized control over medical 
students' choice.of specialty 

• Other, market-based incentives in the plan should lead to 
more family doctors and fewer expensive specialists.· 
Incentives are better than command-and-control. 

12. Pare the list of other regulations 

• There are a host of other regulations in the bill, many of 
which have little to do with the economics of the plan, but 
which give it a heavy regulatory feeling. 

• Many of these regulations are not central and could easily 
be trimmed. CEA is not the best place to compile such a 
list, however,. 

-
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DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C .. 

SECRETARYOFTHETREASURY 

Oct.ober 6, 1993 

MEMORANDUM FOR THE FIRST LADY 

FROM: Ll.oyd Bentseri · 

SUBJECT: Health Care Reform Drafting 

As we all work to finalize the details of the Administration's 
health care·proposal, it becomes important to ensure that the 
actual legislative language accurately reflects the decisions 
that are made. Because many of the financing issues were not 

. decided until late in the process, the arafting of those 
provisions has necessarily been delayed .. however, I am becoming 
increasingly concerned that many of these important issues will 
not be allocated the drafting time and resources necessary to 
ensure that they work properly. 

To date, the Treasury Department has not been involved in any 
drafting of the health reform plan and has received only a very 
rough draft of one relatively minor issue -- the tax treatment of 
long term care insurance. · 

We anticipate that considerable drafting attention will be 
requi:J;ed with respect to a wide variety of tax issues included in 
the plan. In addition, there are a number of issues that have 
not been characterized as taxes, but that directly relate to 
areas in which the Treasury Department and the Internal Revenue 
Service have considerable expertise. Attached for your 
information is a listing of these items. 

I hope that we can bring our experience to bear by being directly 
involved in the drafting of the relevant portions of the 
legislation and in commenting on those issues where Treasury/IRS 
input might improve the product. In addition, we will need to 
review the legislative language on certain issues in order to 
ensure that the policies reflected in the draft statute are 
consistent with the policies that have been estimated. 

I look forward to hearing from you or the relevant members of the 
drafting team on these issues in the near future. 

Attachment 
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TREASURY DEPARTMENT DRAFTING ISSUES IN HEALTH CARE REFORM 

Tobacco taxes 

Tax cap proposal .and rules eliminating the use of so-calied 
cafeteria plans to provide health benefits. . 

Tax treatment of benefits paid under new long term care 
program. 

Taxation of long..:.term care insurance and accelerated death 
benefits. 

Disclosure of tax information to alliances and others. 

Information reporting with respect to Medicare as a 
secondary payer. 

Tax incentives for health care professionals in underserved 
areas. 

Payroll tax as a sanction to ensure state establishment of 
re~ional alliances. 

Changes in ERISApreemption and sanctions (jointly with the 
Department of Labor). 

Tax credit for the disabled. 

Assessments on employers outside the alliance (so-called 
corporate assessment). 

Early retiree issues, including the possibility of a one
time assessment on firms .benefiting from retiree health 
ch~nges; the impact on existing tax-favored retiree health 
prefunding vehicles (401(h) accounts and VEBAs); and the 
possibility of means testing the government subsidy. 

Availability of tax-exempt financing for Regional Alliances. 

Means-related Medicare Part B premiums. 

Extension Medicare ·HI to tax· to- all -state-- & -local-government 
employees. 

Impact on so-called COBRA health care continuation rules. 

Tax treatment of entities affected by proposal (regional and 
corporate alliances; plans and providers). 

Establishment of trust fund for self funded health plans .. 

EMPLOYEE HEALTH BENEFITS FUND/Reserve Fund. 
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Establishment of National Health ·Reform revolving fund·for 
investment ·in the start-up cost VA Health .Plans. 

ISSUES WHERE TREASURY AND IRS HAVE CONSIDERABLE EXPERTISE 

Premium Collection -- Although the premiums will be 
collected by the .regional alliances, there will be 
considerable parallels .between the collection of these 
mandated premiumpayments and the collection of tax 
revenues. Treasury and IRS input on these issues will help 
to improve the draft. 

Subsidies -- Although, the subsidies' will be provided 
· through the alliances, as noted, as wide variety of 
questions must s.till be answered in designing the subsidy 
scheme, including (i) the appropriate definition of payroll 
in determining eligibility for employer subsidies; (ii) 
designing rules t9 prevent abuse through employer 
reorganization; outsourcing of low wage workers or 
misclassification of employees as independent contractors; 
(iii) the appropriate definition of income for eligibility 
for the individualjfamilysubsidy; and (iv) verification of 
eligibility for the individual/family subsidy.· The Treasury 
Department and IRS have been dealing with similar issues for 
years in connection with the collection of income and 

. payroll taxes and through the administration of the Earned 
Income Tax Credit. 

Assessments on Plans -- The plan currently includes an 
assessment on plans in the alliance for a variety of 
purposes, including the funding of academic health centers. 
This essentially involves the imposition of a Federal 
premium tax, although it must be carefully drafted to avoid 
the appearance of being such a tax. The Treasury Department 

.. has done considerable analysis on the method for 
.implementing such a tax. · 

• Budgets -- The estimates of the effects of the mandate on 
Federal receipts are sensitive to the assumptions regarding 
cost containment. In order to minimize revenue loss, the 
budget caps must be effective. · 
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THE CHAIRMAN 

MEMORANDUM TO 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 

. COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON, D.C. 20500 

August 5; 1993 

THE FIRST LADn ~ 

LAURA TYSO~;;~ 
Issue~ in Health Care Reform 

I am delighted that we have begun a series of health care meetings, 
and I look forward to working with you to finalize our health care 
refer~ proposals. I believe that there are three criti6al issue~ 
that we should address 1n more detail. 

I. The Global Budget 

Our discussions of the global budget have f~iled to distinguish 
between two related but' logically distinct questions. First, what 
will be the likely growth of c6st~ and savings und~r ·our proposed 
system? .Second, at what growth of costs should the glob~l b0dget 
cap becom~ binding and ~nforceable? There is no reason why the 
budget cap should become .binding at the likely growth rate of 
costs. Indeed, there are two good reasons why a higher growth of 
costs should trigger enforcement of the budget cap: 

(a) Since our estimates of savings are necessarily uncertain, 
setting a higher "triooer" growth rate for enforcement of the 
global budget involves less risk. In our discussions, the global 
budget has repeatedly been described as . a "backstop" on costs, 
activated only in the event that the anticipated savings from 
system reform do not materialize. As the Draft Document "Savings 
Under Reform" indicates, however, there is considerable uncertainty 
about what the actual level of savings will be. Because of this 
unavoidable uncertainty, the most p~udent course may be to set the 
trigger at a level above our best guess of the likely course of 
costs. Otherwise, we increase the likelihood that the Federal 
government will find itself operating a highly 'centralized and 
regulated system that quickly _supersedes the managed competition 
system we hope to create. And such a system has all the 
difficult'ies of short-term cost controls: large administrative 
cbsts; difficulty in de~ling with managed care plans; increases.in 
volume and intensity over time; and problems with as yet 
unregulated sectors of health care. It seems wiser to impose these 
forms of regulation only if the~ are absolute!~ necessary. 
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(b) An unrealistic · global budoet may quickly force ·us into 
untenable positions on Medicare and Medicaid savings. Our current 
cost scenarios assume that the growth rates of Medicare and 
Medicaid can be dramatically reduced from about 8 to 11 percent to 
ab6ut 5 percent within'three year~ (in some scenarios, in only one 
year) . The rationale for such an assumption is that slower growth 
in the ~rivate sector will allow us to slow the growth rate of 
public sector programs. There are two concerns here. First, if we 
cannot meet the budgeted growth rates of Medicare and Medicaid, 
confidence in our ability to meet the budget in the piivate sector 
will fall. We are placing a great deal of faith on controlling 
costs in public programs that we have not been able t6 control 
effectively for almost 30 years. Second, I believe that it may be. 
much harder to meet the budget in the public sect6r than in the 
private sector. The ieduction in s~ending in the private seqtor 
will likely come from reducti6ns in the quantity of health care 
services people demand and receive, as they join managed care and 
other capitated systems. In the public sector· programs, in 
contr~st, there are few incentives to join capitated health care. 
systems. Thus, cuts in public sector spending must, come from 
reductions in the price paid for services, or in the number of 
services received. If we choose to lower prices, the implication 
is that there will be large, continuing price reductions in public 
sector programs. Over time, these types of cuts become less and 
less sustainable, and the number of services provided to program 
beneficiaries will ultimately take the hit. 

Accordingly, I think we should set the.trigger for enforcement of 
the global budget at a high enqugh growth of costs to make detailed 
regulation in the private sector an improbable outcome and to make 
anticipated savings in publi6 sector programs a probable outcome. 

II. Formulation of the Subsidies 

I remain troubled by the subsidy system we have designed. Our 
current system involves over $50 billion of subsidies annually. 
Even accounting for.the fact that some of this cost is offset by 
Medicaid savings, the subsidy program is still large. 

More important, however, is the fact that we are subsidizing such 
a large share of the population. Median family income in the 
United States is about $35, 00_0. With a premium of $4,200 and a cap 
rate of 12 perdent, we are still subsidizing families up to $35,000 
in the income distribution, or about half of th~ families in the 
Alliance. Beyond the enormous political difficulties associated 
with passing a system in which such a high share of families 
receive sub§idies, there is the concern that we are putting the 
Federal government at substantial risk. If one-third of families 
are subsidized, every one dollar increase in total premiums 
increases Federal spending by thirty-three cents. This type of 
budget exposure leaves the Federal government vulnerable . to 
fluctuations in premium costs and growth rates. 
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There is no easy answer here. If we decide the subsidy schedule· 
should only extend to an income level where one-third of HIPC · 
families would be subsidized (roughly $25,.000) the required cap 
rate would be ·1 7 percent. This seems untenable, from both a 
political and an economic standpoint. What amounts to a new 17 
percent payroll tax rate would have substantial. job consequences, 
particularly for low-wage workers who are already at a disadvantage 
in the labor market .. Alternatively, if we retain the current cap 
rate but just terminat~ the subsidy at some level of income, those 
with incomes just above the cap will have less income after paying 
for health insurance than indi victuals just below the cap. This 
type of "notch" in effective tax rates is both inequitable and 
creates adverse labor market incentives. 

It seems to me that w~ have five alternatives: 

(a) Recognize ·the drawbacks in the current system but remain with 
this formulation. 

(b) Consider a syste~ that subsidizes firms but not individtials. 
By using a variation on "play-or~pay" financing -- requiring firms 
to pay 80 percent of the cost but capping the firm's contribution 
as a share of total payroll -- ~e may be able to limit the subsidy 
amount-. The drawback" is that high wage firms would face extra-
ordinarily high costs in hiring low wage workers, which would show 
up as lower employment. 

(c) Reduce the oenerosity of the benefit oackaoe. While this will 
lower the share of families rec~iving subsidies, it will not com
pletely solve the problem. Even under the premiums in the Bush 
Plan (about $3,750 for a family policy), for example, people up to 
$31,250 would be receiving a subsidy with a premium cap of 12 
percent. 

(d) · Consider alternative financing mechanisms beyond the employer 
mandate. There are two alternatives to the employer mandate. 
First, financing could be.bas~d on a new source of revenue, such as 
a value added tax. · Second, we could require individuals to ", 
purchase insurance (an individual mandate)· and subsidize low-income 
people through the income tax system. These alternatives may be 
politically difficult, however, because they involve a substantial 
change from the current system. · 

(e) Re-examine the phase-in of the orooram to lower transition 
subsidies. One of the goals of the slower phase-in plan presented 
last May (the major medical phase-in) was to limit subsidies to 
individuals who are not currently insured. This lowered subsidy 
costs during the transition period. It might be worth pursuing 
such plans further. For example, the mandate could be implemented 
in stages, with large: firms mandated before smaller ones. Such 
options are clearly feasible only as a phase-in policy, not as a 
long-term policy. Since uncertainties about costs and savings are 
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most pronounced in the £irst few years of the·riew system, however, 
phased-:-in approaches are worth considering. Even if we have an 
extensive subsidy system in the long run, we may want to min~mize 
subsidy costs in_the short run. 

As I indicated, I do not know of an easy answer to the' 
subsidy/financing problem. I believe that we should discuss it in 
some detail ahd e~amine some of the trad~offs. 

III. Implementing Incentives for Cost Minimizing Plan Choice 

The strength of our plan is its ability to lower health care costs · 
through market-based mechanisms. There are three policies that 
have been discussed that will aid in this· objective. I am not 
certain where our decisions currently stand, but I think each of 
these policies deserve· further discussion. The policies are: 

(a) ·Revising . the tax treatment of employer Provided health 
insurance. Many individuals currently pay only about 60 percent of 
the costs of more expensive health insurance, with the remaining 40 
percent subsidized by the government. In addition, people insure 
even small deductibles. and coinsurance payments because insuranqe 
premiums are tax favored relative to out-of-pocket spending. This 
first dollar insurance, however, increases health care utilization 
as well as administrative expense. Reforming the tax treatment of 
employer. provided benefits either by taxing them to the 
·individual or limiting their deductibility to firms (as in the 
Cooper bill) ~-will help to limit the growth of health care costs. 

(b) Allowing individuals to claim all of the savinas from choosina 
lower priced plans. In the current market, many empldyers pay 80. 
percent of the cost of whichever plan is chosen by the employee. 
Individuals thus face only 20 percent of the ~dditional costs they 
bear from choosing more expensive services, leading to greater 
health care utilization. If individuals were able to enjoy any 
health care savings they generated by choosing lower cost plans, 
health care spending would decline. This has been the experience 
of . companies like Alcoa and Xerox, as the task force savings 
document indicates. 

(c) Subsidizing individtials only up to the lowest cost plan. When. 
there is a range of plan costs, we need to choose a rule about how 
much to subsidize: the lowest-cost plan; the average-cost plan; the 
highest-cost plan; or some other formula. By choosing the lowest 
cost" plan we can encourage subsidy recipients to choose. less 
expensive health care providers. 

cc: Ira Magaziner 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

THE DIRECTOR 

MEMORANDUM ·FOR: 

FROM: ~ 
SUBJECT: ~ 

WASHINGTON, D.C. 20503 

·-september 24, 1993 

Ira Magaziner 

Leon Panetta and Alice 

. f .. 

Rivlin ~ 
Timetable· for Budget Estimates 

As you have often'emphasized, it is important for the 
credibility of the health reform proposal that all Federal cost 
and savings estimates be thoroughly scrubbed. In order to 
provide thorough the estimates, our OMB budget examiners will 
need clarification ·of some of the policies in the health· reform 
plan. Decisions are also needed on certain economic and 
technical assumptions to be used in preparing estimates of the 
Federal budget effects of the reform. 

This memorandum lists the points that need clarification. 
We understand the pressures for a very rapid turnaround. We will 
be able to produce cost estimates 2 weeks after we get a complete 
set of programmatic specifications to price out. 

Policy Clarifications: There are a number of policy questions 
that must be clarified before OMB can estimate the plan's total 

·costs to the Federal budget. A list of these questions is 
attached at Tab A. (These should look familiar: Many of our 
questions were forwarded to you as· an attachment to our .· 
memorandum on the 8/6/93 ~raft of the health reform plan, and we 
have compiled an additional list of new questions pertaining to 
the 9/7/93 draft, which was forwarded earlier this week.) 

Economic and Technical Assumptions: Up until now, the economic 
assumptions used for estimating the costs and savings from the 
health reform proposal·have been the January 1993 "CBO" · 
assumptions, the same assumptions used for the President's 
February and April budget submissions to the Congress. They 
include the assumption th~t inflation will average 2.7 percent . 
per year in 1996-2000. In August,· the-Administr-atlon-,-revrsea--ifs
economic assumptions for the Mid-Session Review. The new 
assumptions are no longer based on the CBO economic forecast. 
Inflation averages 3.5 percent per year in 1996-2000 in the new 
projections.• We recommend basing the budget estimates for 
health reform on the new Administration economic assumptions so 
that we will be able to compare it with other Clinton 
Administration proposals and rorecasts and to produce an. 
internally consistent estimate of the impact of the proposal on 

CBO has also revised its economic forecast. The current 
CBO economic forecast calls for an inflation rate of 3.0 percent 
rather than 2.7 percent. 
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the deficit. You should also be aware that the health reform 
proposal, as a pending Administration legislative proposal, will 
have to be re-estimated for the President's FY95 budget 
submission, using revised economic and technical assumptions. 
The practice has been that these budget estimates are made by the 
affected agencies on a budget-account basis using the 
Administration's own economic assumptions. These are likely to 
differ somewhat from current forecasts, but the disparities are 
likely to be minimized by adopting the current Administration 
forecast now. 

11 Scon3keeping" Issues: As we have discussed, there.are certain 
Budget Enforcement Act (BEA) "scorekeeping" issues that will need 
to be resolved before legislation is proposed to implement the · 

·health reform proposal. We will need about two days after the 
OMB/Treasury estimates are final to assess these scorekeeping 
issues. Please note that .for presentation to Capitol Hill, OMB 
and Treasury estimates will have to·be divided into the following 
categories: discretionary, PAYGO (receipts and mandatory), and 
indirect impacts. Depending upon how the current policy divides 
into these categories, we may want to suggest changes-in the 
language used to describe the policy in the detailed 
specifications you .are drafting. Moreover, it might be 
productive for us at OMB to surface any scorekeeping issues with 
CBO in advance of finalizing the policy specifications. 

In addition, it appears that there will be BEA issues 
relating to the.proposed :increases in discretionary spending in 
the health reform plan, which appear to be far too large to fit 
within the existing discretionary caps. We have discussed this 
issue with respect to theproposed increased spending for various 
programs of the Public Health Service; if these increases are 
maintained, the BEA will hqve to be amended, because it sets an 
absolute limit on discretionary spending that would be breached 
by this additional spending~ While this might conceivably 
justify a proposal in the healtb reform bill to amend the BEA to 
raise the discret·ionary caps (which might be justified with the 
argument that the new discretionary spending is more than offset 
by PAYGO savings that will be achieved by the Medicare savings 
proposals), this depends on how much of the increase in receipts 
and the decrease in mandatory spending will be scoreable under 
the BEA.- (It appears that some of the receipts that are 
currently being scored may reflect indirect-impacts that cannot 
be scored under BEA). As you can see, these issues involve 
complicated technical questions, as well as questions regarding 
our approach to the Congress that must be carefully considered as 
part of the overall legislative strategy for the reform effort. 

Attached at Tab B is a proposed schedule for completion of 
.our work. Please let_me know_if you have any questions. 

cc: The First Lady 

Attachments 
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The following code applies to each question or set of questions: 

Priority 1: 

Priority 2: 

Priority 3: 

Cross-cutting questions that more than one group 
needs answered before pricing can begin._ 

Questions that must be answered before· pricing of 
a specific component. 

Questions whose answers may not affe-ct fhe--pricing- --- --- -
but which may highlight the need to sharpen.the 
fo~us of legislative specs. 
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f R I 0 /( l TY .:1- 15 Sep 93 

1. .From/To health coverage status over time (FY94- 2000)- where are people 
now, where will these go each year- detailed pricing and modelling · · 
assumptions-and data. · 

• state and local coverage - mandated? subsidized? 
• uninsured 
• movement from one of two spouses employer's paying. premiums to 

two working spouses having employers pay contributions- When? 
Alliance by alliance, time period . 

• are welfare recipients induced off the AFDC, General Assistance, or 
Food Stamp rolls 

• coverage of temporary employees - particularly federal temporaries . 

2: . What is the premium plus surcharge, guaranty assessments and other 
amounts-- Are the weighted average premiums ex ante or ex post? 

• Timing of development of health alliance premium by major state and 
concentrations· of federal beneficiaries 

• Breakout the surcharges for Nationally desired activities, tJ:teir timing, 
State Guaranty funds 

• Growth of premiums, and surcharges, etc. over time and changes in 
benefits ~ 2000 etc. 

3. Amount of payment by FEHB on behalf of over 65 non-Medicare annuitants 
. and the increase in premium cost 

4. Interaction ofMedicare·and Medicaid drug benefits- what are the rules? 

5. ·Maintenance of Effort for Medicaid -detailed description and 1-rnS pricing 
over time. · 

6. Assu'mptions on VA Health Plan participation and direct appropriations -
same with Indian Health, DoD/Champus · · 

7. National Health Board function and staffing 

8. Health cost containment, its .effect on the CPI- and federal revenues/outlays 

9. Income and firm subsidy designs E. G. What is income, etc. and the rosts of 
administration and including underlying eligibility, participation and error 
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rates. 

10. Changes in federal tax income from for profit health plans ~d physician and 
other provider income.. · 

. . 

11. Details on early retiree policy. especially DoD and FEHB early annuitants 

12. Interaction of Medicaid arid Medicare with the new long term care benefit~ (t'-tc.. .<{-J 
rules, etc. . · · . 

13. Treatment of Federal auto and workers compensation - Federal Tort Claims 
Act,FECA . 

13. Are those in Federal State and other institutions covered (jails, mental 
hospitals, juvenile centers, etc.) 

15. If calculations are on a CY basis, please provide your methodology for 
estimating the FY ICY switch. · 

16. Pleaase provide the cash flow incurred costs, outlay lags and related 
assumptions. 

Please provide a list of contact for each of the items. 
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24-Sep-93 
4:26PM 

MEDICARE Oun.A Y AND BENEFIOARY ASSUMPTIONS FOR 
PRICING OF HEALTH CARE REFORM 

(savings positive, outlays negative) 
Note: for all streams, please identify whether estimates are calendar year or fiscal year, and explain key assumptions. 

. 1994 . 1995 '1996 1997 1998 1999 2000 . 

. Current Law 
Baseline updated for August CEA economics 
Beneficiary Population 
Per-Beneficiary Outlays · 

Less Employer-covered Aged (assumes full-time work for full year) 

Outlay savings 
Beneficiaries opting out 
QMBoffset 

Admin. costs 

Early Retiree Coverage Effect 
Outlay Change " 
Number of Early Retirees 

Admin. costs 

Revised Pre-Savings Baseline 
Outlays 
Beneficiary. Population 

Savings Package Assumed for HCR 
Outlay savings 

· Effect on Beneficiary Population 
Change in Admin. costs 

Post-Savings Baseline 
Outlays 
Beneficiary Population 

---~---..-- -----~-- ----
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24-Sep-93 
. 4:26PM 

M.EDICARE OUTLAY AND BENEFIOARY ASSUMPTIONS FOR 
. PRIONG OF HEALTH CARE REFORM 

(savings positive, outlays negative) 
.Jote: for all streams, please identify whether estimates are calendar year or fiscal year, and explain key-assumptions. 

1994 1995 1996 1997 1998 1999 2000 

· iCR Effect on Baseline 
~lumber of enrollees in "standard" Medicare 

QMBs 
Dual Eligibles 
Standard Medicare HMO 
Other I Fee-for-service 
Total 

.'JON-ADD Supplemental coverage effect m\ outlays 

'lumber of enrollees moved to alliances 
QMBs ... 
Dual Eligibles 
Other 
Total 

~nrollees in VA health plans with Medicare as primary payor 
~ON-ADD Supplemental coverage effect 

Where does Medicare pay (plan or point of service) 
Admin. costs VA 

Medicare 

Enrollees in CHAMPUS/V A health plans with Medicare as primary payor 
· NON-ADD Supplemental coverage effect 

Admin. costs CHAMPUS/VA 
Medicare 

(] 
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24-Sep-93 
4:26PM 

MEDICARE OUTLAY AND BENEFICIARY ASSUMPTIONS FOR 
PRICING OF HEALTH CARE REFORM 

(saVings positive, outlays negative) 
. Note: for all streams, please identify whether estimates are calendar year or fiscal year; and exphrln key assumptions. 

' . 1994 1995 1996 1997 1998 1999 2000 
Enrollees in CHAMPUS health plans with Medicare as primary payor 
NON-ADD Supplemental coverage effect 

Admin. costs CHAMPUS 
Medicare 

Enrollees in DoD/Champus health plans with Medicare as primary payor 
NON-ADD Supplemental coverage effect 

Admin. costs DoD /CHAMPUS 
Medicare 

Average Federal Medicare contribution for 
Alliance-based Medicare beneficiaries -

Average Beneficiary Contribution 
Admin. costs 

Average Federal Medicare contribution for 
DoD plan Medicare beneficiaries 

Average Beneficiary Contribution 
Admin costs . 

Average Federal Medicare contribution for 
VA plan Medicare beneficiaries 

Average Beneficiary Contribution 
Admin costs 

POSr-HEAL'lH CARE REFORM, NET MEDICARE OU'ILA YS 
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24-~93 
4:26PM. 

MEDICARE OUTLAY AND BENEFICIARYASSUMPTIONS FOR 
PRICING OF HEALTH CARE REFORM 

(savings positive, outlays negative) 
Note: for all streams, please identify whether estimates are calendar year or fiscal year, and explain key assumptions. 

. 1994 . 1995 1996' 1997 1998 1999 2000 

Related Assumptions 

Drug price growth rate 

Drug premium 
Pre rebate 
Post rebate 
W/Orebate 
Admin costs 

Cost shift/ capturing secondary effects 

Revenue affects .... 
Employer taxes 
Employee taxes , 
State and local government taxes 

Medicare Beneficiary Cost-Sharing 
Average for standard plan 

Premium 
Deductible 

- Copay. · 
Total 

Plus: Drug Premium 
DrugCopay. 

Total 

Effect of supplemental 
coverage on drug 
utilization 

p 
~ 
1=-j 

~ 
5 
~-
:::t; 
~ 

~ 
0 
~ 
0 
n 
~ 
~ 

- -- ~---- --·---- ---------------------------------- ---------- ---· 

4 



September 24, 1993 

Health Care Reform Pricing Issues -Medicare 

The cover table and the following list of pricing and policy questions contains 
significant overlap and duplication. The intent is that the answers to these 
questions and stated assumptions will provide enough specification to provide 

. estimates of health care reform's impact on Medicare. 

On a fiscal year-by-fiscal year basis through the year 2000, what are the assumptions 
concerning: 

• Medicare beneficiary enrollment through the Alliance rather than traditional 
Medicare? Does the percentage of enrollees gaming coverage through the 
Alliance increase over time? (See table; Categories 1 &t 2) · 

.. 
• 

What percentage of them enroll in HMOs? (See table; 2) 

Do Medicare beneficiaries pay the surcharges on the premium,. or does 
the Federal subsidy include them? (1, 2, 3) 

What incentives, e.g., differential premiums,, Will exist to encourage 
, enrollment in managed care settings? (3) · 

What is the assumed deductible in health plans for Medicare-eligible 
enrollees? (1, 2) 

How many (and what percentage of) non-working, non-QMB people who 
would have been in Medicare will elect to enroll in alliances instead? (1, 2) 

Does the employer mandate apply to employers of Medicare-eligibles or is 
employment sponsored insurance merely a mandated option for Medicare
eligibles? (3) 

Does the mandate apply to the cohort of working aged in corporate 
alliances? (3) · 

Suppose both spouses are Medicare enrollees, and only one works. 
Does the mandate require worker/employer to buy a "couples" policy 

. or a single policy? (1, 2, 3) 

If a Medicare beneficiary is married to a non-Medicare worker, does the 
worker-employer have to buy a couples policy or could they decide to 

Category 1: Cross-cutting issue. Category 2: Necessary for budget and scoring 
. purposes. Category 3: Policy decision that could be necessary for drafting legislation. 
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2 

purchase only a single plan? (2, 3) 

• What limits on enrollee choice of policies/coverage eXist? (3) 

• How will savings accruing to the States be shared between beneficiaries and 
·Medicare? (1, 2, 3) 

• . For the Medicare:-eligible alliance enrollees, what will be the total amount the 

• 

• 

.. 

alliances charge, and the average per capita amount, to Medicare? 

What are the assumptions regarding the amount charged to Medicare, 
e.g:, is it based on the average per capita amount? (See table; 3) . 

Is it risk-adjusted to a level lower than the average Medicare. fee-for
service level to reflect an assumed better health status and/ or younger 
average age of Medicare"-eligible alliance enrollees? (See table; 3) 

Is it geographically adjusted by state? Would Medicare subtract lost 
premium income from the amount paid to the alliance? How much? 
ffi~tahl~~ . 

Aie Medicare IME outlays folded into the funding pool for academic health 
centers, along with the GME payments? Or are they held separate, but at a 
lower IME rate of payment, e.g., 3%? (1 & 2) 

· What are the assumed impacts on Medicare GME/IME payments 
under the workforce changes contemplated by the 9/7 _draft? 

Are those eligible for Medicare through disability enrolled in a separate pool, 
or do they continue to receive care under Medicare? What are the 
assumptions about the disabled's enrollment through Alliances and the effect 
of marriage status? (1, 2,3) .,. · 

Aie dual eligibles folded into the Alliances along with the rest of the 
Medicaid population,or does Medicare cover them? 

Who is the pri..Iriary payor for prescription drug cost-sharing for dual 
eligibles, Medicare or the States? (See table; 1 & 2) 

Aie States required to cover Rx cost-sharing for QMBs? Is this going to 

Category 1: Cross-cutting issue. Category 2: Necessary for budget and scoring 
purposes. Category 3: Policy decision that could be necessary for drafting legislation. 
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be reflected in the MOE calculation? How will the Medicare and 
Medicaid drug benefits be integrated? (1, 2) 

What percentage of QMBs will enroll through Alliances? 

• Are there separate assumptions about elderly utilization of health care 
services under different cost-sharing schemes? If so, what is assumed about 
Medicare beneficiary utilization with lbwer cost-sharing requirements, e.g., 
managed care enrollment with no Medigap allowedi (2) 

• Will the elderly be allowed to purchase Medigap if they enroll in managed 
care settings? (3) 

What are the assumptions about reduced Medigap purchasing as the 
result ofthe new Medicare benefits/options, e.g., coverage of 
copayments on drugs rather than the entire drug? (See table) . 

3 

• What income levels are assumed of veterans before Medicare will pay VA for 
covered services? (1, 2, 3) 

-- What are the assumptions about the number of Medicare beneficiaries 
also eligible for VA care? What is the assumption about Medicare 
payment to the VA for care rendered Medicare enrollees?. (2) 

• What are the assumptions about Medicare beneficiary utilization of VA and 
DoD facilities? What are the assumptiqns about Medicare enrollees enrolling 

·in DoD, VA, CHAMPUS, and CHAMP/VAplans? (2) 

• What assumptions are made about ¢e average out-of-p<>cket cost for a 
Medicare-eligible ,alliance enrollee (i.e., 20% of premium with subsidies for 
low-income, $200 deductible, some coinsurance), versus the average out-of
pOcket cost if they choose to stay in Medicare (i.e., 25% of Part B costs, $676 Part . 

··A deductible, $100 Part B deductibfe, and copays). Are these relative costs 
taken into account in developing a model to determine how many will opt 
for alliances versus staying in Medicare? (See table; 3) 

In addition, do the 'assumptions about how many Medicare-eligibles 
enroll in alliances take into account the varying levels of income
related subsidies for alliance premiums? (3) . 

Category 1: Cross-cutting issue. Category 2: Necessary.for budget and scoring 
purposes. Category 3: Policy decision that could be necessary for drafting legislation . 
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The plan asserts that States will assume Medicare administrative costsin 
situations in which Medicare is enrolled into the alliance (pg. 191). If 
Medicare is not reimbursing the States for these costs, how much 
administrative savings are assumed for the Medicare program? (1, 3) 

What are the assumptions regarding Medicare beneficiaries already enrolled 
iri managed care plans? (See table) 

4 

How many stay in existing plans versus joining plans under the health 
alliances? 

What are the assumptions regarding beneficiaries joining Medicare point-of
. service plans (pg. 193)? 

. . . . . 

How many f:r:_om current baseline enrollees in Medicare managed care 
plans will switch to point-of-service networks? How many additional 
beneficiaries will join point-of-service netWorks? What Will be the 
average per-capita Federal cost and savings versus the baseline for 
these plans? What Federal administrative costs are assumed for these 
point-of-service plans? (3) · 

• What are the assumptions about physician discretion in waiving Medicare 
coinsurance requirements in cases of "financial hardship and professional 
courtesy" (p. 120)? What is the induced utilization effect?. (2, 3) 

• What are the assumptions about the effects of Medicare proposals on 
administrative costs? (2) 

... 

Category 1: Cross-cutting issue. Category 2: Necessary for budget and scoring 
purposes. Category 3: Policy decision that could be necessary for drafting legislation. 
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Pricing Questions Concerning the Medicare· Drug Benefit 

1. What effect do you assume the drug benefit will have on drug usage and (Y 
expenditures among Medicare Part B beneficiaries? 

2. How many ·beneficiaries do you assume will enroll in Medigap policies that · · 
cover the cost-sharing requirements included in the drug benefit and what ClJ 
affect will Medigap coverage have on drug usage and Federal expenditures? 

... 
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Madicare b saccnaary Payar Pol.tcr ~ '-:"' H-F -"3 
Policy queatiOM that need to be antvend U. order to eccuratel7 
estimate tba aize of tha 'Offaat for ~care Kl:lgtble• in the 
Alliance' 1 · · • · · 

1) Ja policy that Met11oare ~ficiariee who are full·t~ 
-tlorkar•_ ll\ltlt be me.mbare of the all:lanc:a (eitbar corporate or 
ngionall vith Me~icara u a ae.ccm4arr pal'U, or that they oan 
choose to 1)8 alliance aembera with Medicare aa saocnduy pef8Z''l 

. ·-. -

a) If a Me(Ucara beneficiary work8 for an employer who ~ 
contributes the requireiS SOt, than cboos!Dg alliance 
coverag• w111 rGqUire en a441t1onal payment (20t on average, 
sore for a more expensive plan 1••• for a leaa axpana1va). 
For a ainr;le penon, thia will avarage 8380, for a couple 
perhaps 1800. For moat thia will be a better value than 
Medigap bas to offer. It 1• nasoDabla to nqui~ the. full
time worker beneficiary to 'bke alliance covuaga: however, 
it is, at a IU.nimum, politically sanaitiva to nqu:lre 
payments for t!w 20t ( mon or lass) for poople wbo an 
eligible for Medicare. 

If 1 t ia . decided to .nquize alliance .aambarsh1p for a 
full-ti~a cvar-65 worker, it wou14 Bake •ansa alao to 
require H:'l\barsh.tp tor tha •poua• of a tull•Uae wo:ker 
evan if the apot~ae 1• a Medi.care l>anaf1c1uy. 

b) IIJ'o avoid d1antption and ret5uoe. QPendi turu, if a 
beneficiary is working full-time during annt~al open 
enrollm-ent but aubsaqwently atopa working, CO\ll.4 potentially 
leave then in .the alliance for the reat of the ·aalari&Sar year 
and proviiSa the BOt retiree •ubaic!j (th.ia vot~lc! probably be 
less expensive to the federal tlll then retu.ming them to 
Medicare becau•• cf the comraunity rating effect). 
Altsrnstively, £f a full-time worker •tops working during 
the year, could eniS alliance coverage and. return ·them to 
Medicare. (If there is tbQught of luving 'the:l :ln the 
alliance, would we raqui'""-~· or laava £t •• an option~) 

c:) lf • Medicare beneficiary il not working at time of open 
enrollment but •tarta working full-tima during the year, . 
ma.Jcea ae.nse to aiSd them to tbe ·alliance roles &Suring the 
year. Same questions about what to do if -they atop working 
c!Yrin; the year. . 

2) Part-tiM workera 

a) If. a Medicare benef1c1ary works part-t1Jie, could 
patentially require employer ~o-rata payaent, raquir. the 
beneficiary to join the alliance, and provide the retiree 
aubsi~y to f~ll 1n the unpaid portion of the BOt employer 

' 
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contribution. Similar 1asues ~• for full•time worker• on 
whether we are willing to zoaquira •uch penona to pay tba 
20t. . . 

3) Kodellbg, aot J>Olicr que•tlcmr If we leave to vorkua 'the 
. decision on whethe-r or not to join the alliance an4 paJ' (more or 

leas) the 20t, what will 01\C'l' an4/Dr othara usuma about 
( t L- ~eficiary behavior? · . · · · 

a) What was •••Umad, either for policy or behavior, ill .'the 
aatimate that the ~icare off••t £• 1551 billion? 

. ... --
•• I# 
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9/24/93 
5:15PM 

MEDICAID OUTLAY AND CASELOAD ASSUMPTIONS FOR PRICING OF HEALTH CARE REFORM 

(savings positive, outlays negative) 

Note: for all streams, please identify whether estimates are calendar year or fiscal year 
1992 1993 1994 1995 1996 

Current Law 

("') 
t""' ,.._ 

"'Z. 
-~ 

0 
:;;;e 

t: 
~ 

~ 
·""e 

== 0 

"""' 0 
(] 
0 
"'t:l 
~ 

Case load 

AFDC (under 65) 
AFDC (over 65) 

SSI (under 65) 
SSI (over 65) 

QMBs 
Dual Eligibles --

Other Non-Cash 
Institutionalized (non-add) 

Per Capita Costs (Basic Benefits) 1 I 

AFDC (under 65) 
AFOC (over 65) 
551 (under 65) 
551 (over 65) 
QMBs 
Dual Eligibles 
Other Non-Cash 

1997 1998 1999 2000 

1 



9/24/93 
5:15PM 

MEDICAID OUTLAY AND CASELOAD ASSUMYI'IONS FOR PRICING OF HEALTH CARE REFORM 

(savings positive, outlays negative) 

Note: for all streams, please identify whether estimates are calendar year or fiscal year 
1992 1993 1994 1995 1996 

Current Law 

(j 
r 
~ ..., 
0 
~ 

t: 
t::o 
~· 
:;:t; 
~ 

~ ·o 
~ 
0. 
t:)· 
0 
~ 
~ 

Per Capita Costs (Supplemental Benefits) 1 I 

AFOC (under 65) 

AFOC (over 65) 

SSI (under 65) . 
SSI (over 65) 
QMBs 
Dual Eligibles 
Other Non-Cash 

Per Capita (Long Term Care) 1 I 

Nursing Facilities 
. ICFsiMR 
Non-Institutional Care 

Aggregate MAP Costs 1 I 

Administration Costs 1 I 

Total Medicaid Costs 1 I 

1997 1998 ·1999 2000 
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5:15PM 

MEDICAID OUfLAY AND CASELOAD ASSUMPTIONS FOR PRICING OF HEALTH CARE REFORM 

(savings positive, outlays negative) 

Note: for all streams, please identify. whether estimates are calendar year or fiscal year 
1992 1993 1994' 1995 1996 

Health Care Reform 

(j 
r 
/==1 z 
~ 
0 
~ 
r ,.._ 
t::o 

~ 
~ 
'"'< 
;g 
0 
~ 
0 
("':) 
0 
"""0 
~ 

Case load 

AFOC (under 65) 
SSI (under 65) 

QMBs 
Dual Eligibles 
Institutionalized· (non-add) 

Fonner Recipients 

Community-Based Long Tenn Care 
Alliance Buy-Ins 

Per Capita Costs 1 I 

Basic Benefits (Budgeted Premium) 
. Supplemental Benefits 

Institutionalization 
Community-Based Long Term Care 

(new LTC program) 

Aggregate MAP Costs 1 I 

Administration Costs 11 

Total Medicaid Costs 11 

1997 1998 1999' 2000 

3 
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5:15PM MEDICAID OUTLAY AND CASELOAD ASSUMPTIONS FOR PRICING OF HEALTII tARE REFORM 

(savings positive, outlays negative) 

Note: for all streams, please identify whether estimates are calendar year or fisc:al year 
. 1992 1993 1994 1995 1996 

Health Care Refonn 

Table Line Items 
. ' 

Aggregate State Maintenance of Effort 

Liberalized Long-Term Care Eligibility (Institutionalized) 

Offset for Current Law Medicaid Eligibles· 1 I 

Community-Based Long-Term Care 
Alliance Buy-Ins 

Savings Due to Budget Cap 2/ 

Notes . 
1/ Show State, Federal, and total computable costs where appropriate.· 
2/ Break out for spedfic savings provisions, including DSH. . ' 
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1997 1998 1999 2000 
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Questions About Pricing of Medicaid Provisions 

General~ 

3 • HCFA is largely dependent on State ciata to estimC\te futUre Medicaid 
spending and to disaggregate projected, as well as actual, Medicaid 
spending into particular categories, e.g., acute care spending for AFDC 
recipients. What data sources have been Used in pricing the President's 
plan, e.g., determining State's maintenance-of-effort contribution, 
estimating the number of employed Medicaid recipients, and carving 
out current Medicaid spending for services in the national benefit 
package? 

. 3 • Will these same sources continue to be used or will there be special 
State data queries, surveys, or audits to validate currently-available 
data? 

2 • Which Medicaid service categories will be included in the national 
benefit package and which are defined as long-term care services? 

2 • · What assumptions were made about the behavior of States in response 
to the proposed changes in Medicaid? For example, what assumptions, 
if any, were made about the effect of likely State efforts to reduce 
Medicaid spending during the year prior to reform or to move 
individuals from Medicaid to fully-Federally financed low-income 
subsidies? Also, if the match rate system for financing Medicaid is 
retained, what assumptions were made about States' ability to generate 
Federal funds through "costless spending'' programs involving 
provider taxes? 

Caseload. 

2 • 

2 • 

On a fiscal year basis through the year 2000, what are the.assumptions 
regarding. the size of the Medicaid -caseload In the absence of reform 
and where these Medicaid eligibles "go" under the President's plan, i.e., 
how mariy obtain coverage through: 

their employers? 

low-income subsidies? 

remaining on Medicaid? 

(see attached table). 

In developing these caseload estimates, what assumptions were made 

CLINTON LIBRARY PHOTOCOPY 



September 24, 1993 

about the behavioral effects of increased work incentives on the 
number of Medicaid cash recipients? · 

Per Capita Costs. Please provide a detailed description of policy, assumptions, and 
pricing over time. · 

3 

2 

2 

• 

• 

• 

Will different premiums be computed for AFDC and SSI recipients? 

According to page 201 of the 9/7 draft of the plan, annual rates of . 
increase in the per capita payments from Medicaid to alliances will be 
"subject to the national health care budget." Does this imply that 
annual increases will be equal to, no greater than, or otherwise related .. 
to the budgeted amounts? Please explain how the negotiating process 
with plans will work and how the budgeted annual increases in State 
Medicaid payments to alliances will be computed and enforced~ 

Will Medicaid per capita payments be adjusted t() include costs 
associated With services that will be included in the national benefit 
package but are not currently covered by Medicaid; e;g., coverage for 
treatment of persons age 21-65 in institutions for mental diseases 
(IMDs)? 

Wrap Around Coverage. 

2 • 

2 • 

2 • 

Will the wrap-around package vary State-by-State, depending on the 
mix of services each State now provides? Can States alter the package? 
Who will be eligible for these wrap-around services, who will pay for 
these services, and how will payments be computed? H Federal 
funding for wrap-around services is provided through block grants, 
will the grant amounts be established to approximate the Federal 
portion of current State spending on wrap-around services? 

Will Medicaid recipients iri. th~-Alliance be subject to the same cost
sharing requirements as other low-income individuals or would cost
sharing subsidies be included as part of Medicaid wrap-around 
coverage? 

Under the plan, would Medicaid continue to finance the Medicare cost
sharing expenses for Qualified Medicare Beneficiaries arid dual eligibles 
now covered by Medicaid? · 

Maintenance of Efforl 

2 .. What are the various components of the State's maintenance-of-effort 
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September 24, 1993 

(MOE) contribution? 

Does the MOE contribution include States' share of DSH 
payments, as well as payments for services not included in the 
national benefit package? If the MOE contribution does_ not· 
include State DSH spending, will these dollars be netted out of 
the initial calculation of Medicaid per capita payments to 
alliances? 

J?oes ·the MOE contribution include eurrent State spending for: . 

• Medicaid services that are not included in the national 
. benefit package; and 

• for individuals who are no longer eligible for Medicaid, 
but also not eligible for low-income subsidies, e.g., 
pregnant women with incomes between 150% and 185% 

. of poverty? 

In calculating the annual growth in the MOE offset; what assumptions 
were made about the level of budgeted growth in States' average 

·weighted premiums? · 

Will States be given an opportunity to appeal the calculation of their 
initial MOE contribution, i.e., will there be some sort of appeals process 
for States? 

Long-term Care. 

2 • 

2 . • 

2 • 

2 • 

Exactly how will State contJibutions and Federal matching be calculated 
. for new community-based long-term care (both low-income and non-
means-tested)? 

What will the Medicaid offset be for home and community-based 
spending folded into the new long-term care program? 

How will acute care for Medicaid institutionalized patients be 
coordinated and financed? 

How will institutional long-term care spending be budgeted? 

' 
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Working (AFDC cash) Recipients. 

2 • 
2 • 

DSH. 

2 • 

2 • 

Cash Flow. 

Will Medicaid continue to buy into employer health plans? 

What are the transition payment rules for those moving into and out· 
of AFDC and into and out of employment? 

What is the schedule for phasing-out DSH? 

Medicare DSH payments are computed according to a formula that is 
based on the number of the Medicaid inpatient days. What 

. assumptions have been made regarding the effect on Medicare DSH 
payments resulting from the substantial reduction in the number of 

. Medicaid eligibles under reform? 

3 • What assumptions were made about the effect on Medicaid spending 
at the point of implementation when.States are paying for Medicaid 

. costs that have been incurred by current beneficiaries, as well as paying 
prospective premiums to Alliances? 

. I 

I 

.. 
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l Long-term care program questions 

By year, how many individuals are projected to receive services from the new 

\L 

·~ community-based LTC program?· Please show projections for both the'3-ADL 
program and the low-income program. How many of these individuals would 
otherwise have been Medicaid-eligibles? 

2 Will reimbursement rates under the new program be comparable to those under the 
current Medicaid program? Will there be a difference between reimbursement rates 
for the 3-ADL program and the low-income program? 

7 What assumptioi\S are being made about the phase-in of coverage over several 
years? 

\ -

·:; How will program spending be budgeted? What annual growth rates are assumed? 

..--L- What assumptions are being made about utilization rates and costs per recipient 
under the riew program? Do these assumptions change over time? 

Will Medicare beneficiaries have to pay a premium for the new program? Who 
will pay and how much will the premium be? What is the projected revenue from 
pr·emiums? 

What will the Medicaid offset be for home and community-based spending folped . 
into the new program? 

Exactly how will State contributions and Federal matching payments be calc\llated 
'] under the new program? How much are the State and Federal government 

expected to spend? 

Are the costs of tax credits for the working disabled included in the LTC program 
estimate, or do these costs only affect the "receipts" line item? 
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Long Term Care (pp.151·165) 

Status: Changed 

· :§udget Issues 

• 

. \ . P. 158 Would the monthly living allowance change for reCipient of 
federal benefits-(SSI, VA) change? 

> 

.. 
/ 

• 

folicy Issues or Clarifications 

• Medicare beneficiaries a coverage, with individuals 

• 

• 

• 

having in ow 100% of poverty exempt from the premium. 
. assets be included in the in the computation of the premium 
exe~ption threshold? 

Matching rates: The Secretary of HHS determines matching rates for 
allowable costs. 
How are administrative costs treated under the matChing rate computation? 

Tax treatment of premiums for long-term care insurance. S\Jch premiums 
for qualified plans are excluded from taxable income. 
Are the premiums excluded for 00.~ P,\come and FlCA/FUTA payroll 
taxation? What is the tax treatmenf for the self-employed? . 

Tax incentives for individuals with disabilities who work. Employed disabled 
individuals who require assistance with daily living receive a 50% tax credit. 
Is this credit refundable? Does the aedit only apply to earned income? How 
does the credit interact with EITC? Was this considered in pricing. · 
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· Financing for the Under 65 Population 
(based on provisions listed in prior drafts, 

. however these items were mentioned in the President's speech.) 

Policy Questions or Clarifications 

An employer premium subsidy is limited to firms with 50 or fewer employees. 
Employers also have a cap on premiums for all_employers equal to 7.5% of payroll. 

• Subsidies for .Employers: for firms with less than 50 employees in which the 
average full-time wage is less than certain thresholds, employers receive 
government subsidies for health premium contributions on workers with 
wages under certain thresholds. All employers benefit from a cap on 
premiums limited to 7:5% of payroll. 

The eligibility criteria for subsidies for employees and employers, and 
premium caps for employers could be based on total employee compensation, 
including fringe benefits, instead of payroll. Large segments of the nation's . 
working population receive employer provided fringe benefits such as health . 
and life insurance,- flexible benefit packages, housing, and pensions. Such 
benefits accounted for 16 percent of total employee compensation in 1989, up 
from 8 percent in 1960. Most of the growth in employee remuneration over 
the past 20 years is attributable to the growth in benefit spending. For 
example, inflation-adjusted benefit spending per full-time employee grew by 
63 percent between 1970 and 1989, while average cash wages remained almost 
flat. The proposed employer subsidy could further encourage firms to pay 
employees in fringe benefits in order to remain eligible for the government 
health subsidy, or meet the 7.5% payroll cap. 

The President has stated that under the proposed plan, the self-employed will be 
able to deduct 100% of alliance premiums. · 

• Premiums for Self-employed · The self-employed are currently allowed to · 
deduct only 25% of their health insurance premiums for tax purposes. 
Would the proposal result in a reduction in SECA income to theOASDI and 
HI trust funds? 
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Priority Code 2 

HCR Administration: Overview 

The fundamental issue is to clearly specify the funttions that 
will be performed by each entity, new or existing, and to draw 
the boundaries between these entities as clearly as possible . 

. Since there is so much Federal oversight and backup or default 
control, in the absence of a clear demarcation, we will have to 
assume the function will be p·erformed at the Federal level, 
either by an existing agency or the National Health Board 
(perhaps through a contract with an existing agency) . 

. . 
we· intend to provide an. estimate of the total administrative cost 
associated with each function and the portion of t'hat cost that 
would be borne by the Federal government. 
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Priority Code 2 

HCR Administration Questions 
Pricing Issues: Scope & Parameters 

(I) Define administration. Is this Federal only? Or system-wide (Federal, State, 
local, Alliance, plan, corporate, etc.)? Keeping pricing limited to the Federal . 
level makes the task 'easier' (though not necessarily possible), and begets the 
question of whether Federal costs are being shifted to other levels of the 
system. · 

How is this to be measured? Dollars? Staffing? Paperwork burden?' All? 

What encompasses administration? Is it 'direct only (i.e. Health insurance 
administration; Provider administration)? Or does. it include 'indirect' but 
essential support functions (i.e. Fraud and abuse investigation and. 
prosecution; Data system management; Data analysis)? What about consumer 
education, advertising,. etc.? 

(IT) ·Assignment of administrative functions in the plan. There are a host of 
administrative functions identified in the plan, but little consistent 
assignment of these functions to a 'specific entity, or discussion of how they 
will be financed. 

· Examples of unfunded, vague (difficult to price accurately), or unassigned 
functions: State qualification of health plans. State establishment of 
demographic service requirements. State Guaranty Funds. Establishment of 
'capital standards.' Regional alliance administration. Administration of 

. allocation of consumers to plans when capacity is insufficient. Development 
of State fee for service schedule; Alliance administration. Federal 
coordination among principal agencies (OOL, DHHS, VA, DOD), and with· 
States, local grantees, alliances, plans, etc. Health professions loan 
administration, as well as other Federal programs (training and education 
oversight and administration). Administration of the Inter-alliance Health 
Security Fund. Budget administration, oversight, and enforcement. State 
licensure and certification of plans, health professionals. Federal licensure 

·and certification of 'essential providers.' Survey administration and analysis 
(outcomes, quality, satisfaction, etc.). Premium tap fund collection and 
administration. Research- and demonstration administration. Income 

·monitoring and subsidy administration. Administrative capacity for Federal 
assumption of alliance operation for 11on-starting States or or States in 
default. Quality control program. 

(ID) Funding sources. There are numerous, over-lapping funding sources for data-

1 
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Priority Code 2 · 

related activities. Presumably some data costs (capital, maintenance, 
administration, data processing and analysis, etc.) are funded within alliance 
or plan budgets. But, PHS also includes some start-up funds for state data 
systems, as well as separate funds for ·special surveys (the data from which 

. could easily come from hospital admitting records, coroner reports, etc). PHS .. 
also includes funds fo'r data analysis. PHS also has a separate 'administrative 
cost' category, which we have no idea what is contained therein. These need 
to be identified. 1 · 

' . 

Are funds for data ac,tivities also included under more generic administration 
funding solirces, such. as premium taps? What about HCFA ORD? Medicare 
administration? VA, DOD, and.lliS administration? This gets back to 
assignment of functiohs to specific entities, and funding sources for each. 
What is a centralized,' Federal function, and what are private responsibilities? 

(IV) Medicaid Administrative Expenses 

(V) 

Will current Federal policy .with :regard to matching of administrative 
expenses be ·changed to reflect a smaller, simpler Medicaid program? 

. I 

Have potential savings from the reduced administrative burden in the 
Medicaid program been identified? Even if Federal matching policies remain 
intact, some savings cpuld be expected. 

Will States and Alliances continue to administer wrap-around benefits (i.e. 
current Medicaid ben~fits not included in the basic benefit package)? · 

i. 
National Health Board 

. I 

Fundamental questions about the board's functions, responsibilities, and 
operations require clarification (e.g. contract, in-house .. ): 

Is the board to be adV.isory to an existing or new Executive Branch agency 
which is under contrql of the President or is the board to be free-standing and 
accountable primarily to Congress? · 

Will the states be responsible for enforcing budgets within the states (subject 
to board monitoring),: as requested byNGA on 9/23/93, or will the board have 
both monitoring and enforcement responsibilities? 

. . I . 

Will the benefits pack
1

age be defined in law or by the board, through . 
regulatory rulemakin~? Will the benefit package be exhaustively described or 

2 
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merely sketched out, deferring details to States? Will the Board adjudicate 
disputes between individuals and plans regarding the benefit package or will 
such disputes be handled in Federal district courts? 

Will data and quality management systems be operated by states and 
monitored by the board or operated by the board? What will the adjudicatory 
responsibilities of the board be? 

. . 

What will be the extent of the board's actions to oversee state pla:n 
implementation? How much flexibility will be left tp states and how much 
will this monitoring role resemble the current Medicaid waiver process? 

Indicate which portion of each of the functions described above are to be 
carried out by Federal employees of the board and which may be contracted 
out. 
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Priority Code: 2 

. Questions for Pricing 9/7/93 HCR Package: Public Health 

Contacts for Public Health Q's --Bill Dorotinsky (x 4926;. h-301-916-1227) 
Richard Turman (x4926; h-301-27Q-0895) 

\ . 

Part One: Basic Questions on Scope & Paramete!s 

In order to evaluate the PHS funding proposals, We need the. following for each 
proposal or initiative. 

(I) Proposed Increases; Exactly what are these funds for? Specific programs? 
What will these funds buy (number of vaccines, trips to the doctor,etc.)? 
What are the assumptions for these estimates? 

Do these duplicate items funded through the benefit package? 

What is the amount of the proposed increase above current appropriation 
levels? What is the amount of ftinding in the current 'base' reallocated to 
each initiative? · · 

How much of the increases and reallocations are for administrative costs 
versus services? What are the bases for these assumptions? How many more 
Federal staff will be required for these proposals? 

How much money will flow to these activities from alliances, plans, and 
insurance? (Include basic payment rates, as well as any special incentives to 
rural/underserved/primary ~are providers, etc.) 

Does initiative funding increase over time? How was the timing of increases 
determined? 

· . (IT) What are the secondary and interactive effects of these proposals? For 
example, assuming a simple linear relationship between NIH funding and 
new discoveries, what is ~e effect of increasing NIH funding on the cost of 
the health system for new procedures produced? What will happen to the 
cost of research when we suddenly increase demand significantly (researcher 
salary, etc.)? H academic health centers receive special subsidies, special grants, 
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and indirect cost funding through NIH, how many times are we funding the 
same things? What effect does this have on the cost of research? The type of 
health iimovations produced? What effect do these hav~ when adopted into 
the health system? Does this excessively favor high-tech medicine? 

Or, if we have PHS health professions programs in addition to DME/IME and 
other provider incentives, what happens to the absolute_·number of health 
professionals as well as their distribution by specialty? What happens of we 
have too many doctors (in Canada, it increases total cost, as each doctor 

· produces roughly the same volume; in Germany, with global budgets, 
increased number of doctors means lower average physician salary, so 

. physician' associations tightly regulate medical school entry)? How many 
types of supply-management do. we really need? · 

Or, States are required to establish service requirements for health plans 
related to .the level of service and geographic distribution of service to ensure 
adequate choice and in low-income and underserved areas. Plans will spend 
funds to provide access, or face penalties. This is a regulatory approach .. What 
effect, then, do all the PHS 'access; and 'enabling' services· have on utilization? 
Will it increase utilization beyond medically-necessary limits? Is it necessary? 
(This applies to mental health & substance abuse, as well as general medical 
care.) And where does personal responsibility come into the equation? How 
broad is "enabling service" (e.g. public health police)? 

(ill) Proposed Off-sets. What are the assumptions underlying the proposed off
sets? How were they calculated? How were individual programs categorized 
between service and non-service aspects? On what basis was this done? 

What are the administrative expenses associated with these off-sets? Are 
administrative costs included in the off-sets? How many FfEs are associated 
with the off-sets? · 

Do off-sets increase over time? How was the timing of off-setS deterinined? 

For all facts and figures used in calculations or estimates, please cite the source. 
Please provide copies of internal studies or documents used to support the proposals 
or assumptions (e.g~ MDS study referenced in HRSA off-set background material). 
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Part Two -- Questions about Specific Sectioi15 of Proposal 

11Prevention" Research-'" What is the basis for the $1.5 billion (58%) increase in 
biomedical .and behavioral research labeled "prevention"-related. How m·any more 
multi-year research projects would be hl.nded? How much out-year funds would 
commencing so many projects commit? Is there sufficient capacity in the health 
research system to make such an expansion without requiring massive new capital 
spending by Federal and university laboratories? What specific connections do 
these increases have with the implementation of Reform during FY96-2000, since· 
the results of such research funding would not be available until well into the 21st 
Century? · 

Health Services Research - How much of this increase would be spent on each of 
the categories listed on pp. 138-9 of the draft plan, and what would be accomplished 
with each allocation? How soon would the results of the consumer choice and 
decision:.making research be available, if funds are appropriated in FY96 and 
initiated in FY96-7? 

. ' . . . 

Workforce -- Please provide estimate details, including numerical outputs desired 
and how $204 million would be used to achieve the outputs. 

Access 
NHSC --how would the $75 million increase for NHSC be split between state 

. loan repayment, Federal loan repayment, and Federal scholarships? How . 
many more doctors and other health professionals would this bring into the 
field over a 2D-year period, starting in FY96? How much of an increase in 
field staff support spending would be required in FY2000-2010 to· support the 
increased numbers of scholarships &loan repayment agreements awarded in 
FY96-2000? What is the cost of main taming NHSC field staff on a per person 
basis? 

Capacity- How many additional low-income Americans currently unirtsured 
would these funds help? How many. low-income Americans would this 
funding help connect up to health plans so that they no longer need 
assistance through publicly-subsidized clinics? How many health plans 
would this funding encourage to serve rural and other uninsured 
Americans? How many provider networks. would be established? H the 
design assumes continued maintenance funding as opposed to short-term 
capacity expansion linked to the implementation of Reform, please describe 
and explain. Would funding be granted to states or local districts? How 
many Federal FfE's would be required under either scenario? 
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Priority Code: 2 

School-based Expansion-- How many schools with high proportions of low
income Americans would this funding assist? How many students would 
be served? How much of clinic funding would be captured from health plan . 
paymez:ts for covered services provided through these clinics? What is the 
·start~up costs of opening a clinic? What are the annual costs of maintaining a 

. clinic? What portion of each of these costs would the Federal assistance 
provide in the first, second, third, etc. years? 

Formula grants -- what services would the formula grant support, and how . · 
would they differ from the capacity expansion grants? Would funding be 
granted to states or local districts? How many Federal FfE's would be 
required under either scenario? How Il1any low-income Americans would be 
connected to health plans each year through these grants? · 

Indian Health 

The package_states that tribal employers are exempt from the national 
employer mandate. However, the term "tribal" is not defined. Can 
any employer become a tribal employer by moying to a reservation? 
Why should tribal employers be treated differently from any other 
employers? 

What mechanism to control costs exist for lliS, since lliS is outside the 
Health Alliance structure? 

Mental health/substance abuse ..,.. what willthe additional funds pay for (e.g. 
short term treatment vs. long-term treatmen~; residential vs. outpatient; 1 
heave users vs. casual users; inside or outside of the criminal justice system, 
etc.). · · 

If the policy is to provide high-quality, cost-effective drug abuse treatment, 
will the parameters described meet that objective? Most of the studies on the 
effectiveness of drug abuse treatment indicate that time in treatment is the 
most significant indicator of success (as measured by reduced drug use and 
criminality and increased employment). The substance abuse treatment 
benefit is capped at 60 days initially, expands by 1998 to 90 days, and by the year 
2000 the day limits appear to drop off entirely .. The benefit structure appears 
to provide incentives for 30-day programs, far less than 12-24 months in 
treatment recommended for heavy users. Moreover, thirty days in a hospital 
setting can cost than one year in a community-based residential program. 

What is the rationale and/ or underlying assumptions for placing a day-limit -
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Priority Code: 2 

-as opposed to a dollar-limit -- on residential substance abuse treatment, given 
that the community-based programs which tend to provide more days of care 
cost substantially less than the hospital-based programs that tend to provide 
fewer days of care? H two of the principles of HCR are cost-containment and 
quality, why design a benefit that may encourage higher costs (hospital rates 
versus alternative settings) and lower quality care (fewer versus more days in 
treatment)? 

"Core" Public Health functions· 

• Health-related data collection, surveillance, and outcomes monitoring: 

1) How will funds for these activities be allocated, and who is eligible to 
receive these funds? 

2) Will these funds support Federal data efforts or will States, Alliances, 
providers, and insurers also receive funds? 

3) . What exactly will these funds purchase: What kind of data processing 
hardware would be purchased (computers, printers, network support, · 
dedicate4 phone lines), and exactly how many of each type of unit would be 
purchased? What kind of software would be purchased to operate the 
envisioned hardware? 

4) How many and what type of personnel would be hired to support these 
activities (i.e., computer programmers and operators, epidemiologist, · 
statisticians)? · 

• For each of the four categories of listed below, please answerquestions 1-4: · 
Protection of environment, housing, food, and water 
Investigation and .control of diseases and injuries 
Public information and education 
Accountability and quality assU.rance 

1) How will funds for these activities be allocated, and who is eligible to 
·receive these funds? · · 

2) Will these funds support Federal efforts or will States, Alliances, 
providers, and insurers also receive funds? 

3) Howmany·and what type of personnel would be hired to support these 
activities? · · 
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Priority Code: 2 

4) What type of equipment or materials would be purchased to support 
personnel? How many units of each type of equipment or material would be 
purchased? 

• Laboratory services 

1) How will funds for these activities be allocated, and who is eligible to 
receive these funds? 

2) Will these funds support Federal efforts or will States, Alliances, 
providers, and insurers also receive funds?· 

3) How many laboratories would be supported and which specific 
laboratory services would be financed? 

4) ·What is the estimated volume of each laboratory service. 

5) How many and what type of personnel would be hired to support these 
activities? · · 

6) What type of equipment or materials would be purchased to support 
personnel? How many units of each type of equipment or material would be 
purchased? 

• Training and education 

1) How will funds for these activities be allocated, and who is eligible to 
receive these funds? . 

2) Will these funds support Federal efforts or will States, Alliances, 
providers, and insurers also receive funds? 

. 3) How many of each type of health professional would be trained? 

4) Would professionals trained using these funds then be hired and 
supported using Federal funds? 

''Priority'' Public Health 

• Immunization 

1) How many and what type of personnel would be hired to support these 
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Priority Code: 2 

activities? 

2) What type of equipment or materials would be purchased to support 
· personnel? How many units of each type of equipment or material would be 

purchased? 

3) Will these funds be used to purchase vaccine, and if so how many. · 
doses of each specific vaccine would be.purchased? · 

• For the four categories of funding listed below, please answer two questions: 
. HIV/AIDS 

Tuberculosis 
· Chronic and Environmentally Relafed Diseases 
Health-related Behavior and Other Priority Issues 

1) · How many and what type of personnel would support these activities? 

2) What type of equipment or materials would be purchased to support 
personnel? How many units of each type of equipment or material would be 
purchased? 
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9/23/94 
National Health Reform 

Cost Questions - Veterans Affairs 

1. What should be the scope of the VA scoring effort (i.e.,·should it reflect only 
reform's im.pact on VA appropriations or should it include estimates of 
Federal and non-Federal receipts that VA will receive)? 

· 2. Will VA plans be subject to premium/price restraints that may be applied to 
private insurance plans? 

3. What are estimated maximum allowable national average annual percentage 
increase is premiums/prices for 1995 through 20007 . . . 

4. Please provide the following national average cost data for plans covering 
individuals as currently assumed in the health care package for 1995 
through 2000 (In each case we are requesting dollar amounts, not 
percentages·.) 

a. annual average premium, 
b. annual average employer contribution, 
c. annual. average employee contribution, and 
d. annual average emp!oyee deductibles/co-payments. 

5. What is the current poverty level for:· 
a. an individual, and 
b. a family of four? 

6. What are the anticipated national average health alliance subsidies for an 
·individual and a family of four for 1995 through 2000 at the following 
arinual income levels: 

a. 25% of poverty level, 
b. 50% of poverty level, 
c. 75% of poverty level, 
d. 100% of poverty level, 
e. 125% of poverty level, and 
.f. 150% of poverty level? 

7. What is the projected national average health alliance subsidy for 1995 
through 2000 for: · 

a. an unemployed individual, and 
b. an unemployed family of four? 

Page 1 of 2 
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8. What are the projected national average Medicare part A and 8 
reimbursements for male beneficiaries receiving care for 1995 through 
20007 Please break out the part 8 average further to show the average 
costs of: 
a. office visits (i.e., outpatient care), and 
b. hospital care. 

9. What are the projected national average Medicare beneficiary copayments 
for parts A and 8 for male beneficiaries receiving care for 1995 through 
20007 Please break out the part B average further to show the average 
costs of: · 
a. office visits (i.e., outpatient care), and 
b. hospital care. 

10. What is the anticipated timeline for implementing national. health reform in 
the VA, DOD, PHS and other public health organizations? 

11. With regard to the VA revolving fund that would be established with national. 
health reform: 
a. What would th.ese loans fund (e.g., new facilities, expand current 

facilities, hire additional staff, high-tech equipment)? 
b. Will there be a limitation on the dollar amount an individual hospital 

can borrow from the fund? 
c. What will be the repayment conditions for hospitals that borrow from 

the fund? 
d. What happens if a hospital is incapable of repaying the loan it receives 

from the fund? 
e. Who will manage the revolving fund? 
f. The fund is for the "start-up costs of VA health plans". The fund 

would continue "without fiscal year limitation". Does "without fiscal 
year limitation" apply to new loans made, or does it refer to the loan 

· repayment schedule? If it refers to new loans made, why would start
up requirements continue for mar~ than 5 years? 

·-
If there are any questions concerning the information requested please contact 
Todd Grams or Alex Keenan at 395-4500. 
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September 24, 1993 

SUBJECT: Federal Employees Health Benefits Program! 
Costing Assumptions 

1. Mediaao: Addressing Medigap the policy reads: "annuitants 
with Medicare obtain coverage throu~h an OPM-administered 
Medigap plan. 11 Will OPM develop and price the Medigap plan 
or are there central estimates to use in pricing the cost to 
the Government of Medigap for Federal retirees? 

2. Early .Retirees: Please clarify the policy for Federal early 
retirees? 

3. Annuitants: Addressing coverage of annuitants with or 
.without Medicare, the policy reads: 11 In both cases, OPM 
pays a premium contribution sufficient to prevent an 
increase in annuitants' costs over current fees." 

a) Is the policy that the annuitants' share of the premium 
contribution or the dollar amount of the premium 
contribution remains constant?. -

b) If the answer is dollar amount, do we use nbminal or 
constant dollars, and how long would that deal remain in 
effect? 

4. Civilian Downsizing: Should our estimates assume a 252,000 
reduction in Federal tivilian personnel as called for in the 
President's Executive Order of September 11, 1993 (while a 
majority would fall ihto the retiree/early retiree 
categories, a portion would be employees who simply leave 

· Goverr.ment service)? 

5. Option to continue coverage: CUrrently, under certain 
circumstances employees that would otherwise lose FEHB 
coverage (including employees that separate from Government 
service) may elect temporary continuation of coverage at 
102% of premium price. Under reform, will Federal employees 
retain this option or will they be required to move 
immediately ~o the alliances? 

6. Transition: Are assumptions available about the expected 
time frame for phasing-in the states? 

Christine Lidbury 
OMB: 395-4641 (desk) 

395-5017 (secretary) 
home: (202) 332-5408 
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o ~D indicates that it has final approval to receive Medicare 
payinents · for care provided by DoD to Medicare eligibles. ·If true, 
will: 

-~ the reimbursement be on a fee-for-service basis or 
only on a capitated basis? 

-- DoD have to corrply with Medicare rules and 
regulations including beneficiary co~payments, 

· beneficiary premium payments· (for Part B 
services), and cost-accounting standards? · 

o Is it the President's intention to sustain benefits 
significantly higher than the national benefit (and \ll'lrelated to 
DoD • s readiness requirements) for new DoD ·beneficiaries or is the 
national benefit sufficiently generous for post national reform 
entrants into the DoD work force? . .. · 

o DoD will be providing medical services and paying for the care 
of active duty military personnel. In the case where there is a 
working spouse of a military member: · · . 

- What will be DoD • s payment responsibility when the 
BI??':lse (or the spouse and dependents) choose a non
rru.ll.tary health plan? 

- What will the private employers responsibility for 
payment to DoD when the spouse (and family) choose a 
DoD plan? . . . · 

o If the DoD health plan functions as a. corporate allial!ce, will 
DoD have to pay the 1% surcharge to reg1ona1· health all1ances 
that has been. discussed? · 

6 Will DoD have-to pay for care for :a period of time after 
persoz:mel separate from the military? If so, what will have to 
be pa1d for how long? · · . . · . 

o What exactly does the proposed health care legislation 
authorize? · . . ... 

o Will DoD be treated as any other employer with reapect to · 
retirees over age 55. (:i,..e_. will DoD,be rel~eved of the. obligation· 
to pay for healt;h care_ for non-work~ng ret1rees aver age S5)_? · . 

J. Fish Ext. 3776 
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September 20, 1993 
- l 

Questions on Pricing for Medicare Payment to DoD and VA 
·We believe that the issue of Medicare payment to DoD and VA facilities warrants . 
further attention. We have raised some of the questions involved below, albeit in a 
somewhat disorganized fashion. Additional questions and comments will follow. 

· • Will DoD and VA health plans be required to meet the same standards as 
other Med1care providers, e.g., cost reporting, JCAHO standards, peer review, 
mortality and morbidity data collection, etc.? (3) 

• What does itmean to say that Medicare will only pay for services to higher
income veterans eligible for Medicare? Medicare does not currently income
relate any part of the program and the rationale for implementing this policy 
on this particular population is unclear. (1, 2) 

• How will Medicare payment to DoD and VA facilities be calculated and 
adjusted? VA and DoD pay on a national scale, whereas other facilities will 
naturally reflect geographic wage differences. (1, 2) · 

• How much care do DoD and VA currently provide beneficiaries who are also 
eligible for Medicare? What are the five-year outlay projections, broken · 
down by veterans and military retirees? (1, 2) 

• If a Medicare-eligible individual does not enroll in DoD /VA health plans, but 
receives care at a VA facility (for a service-connected injury) or at a DoD 
facility (on a space available basis), is Medicare liable for payment? (1, 2) 

• What, if any, are the assumptions about adjustments in DoD and VA 
appropriations to reflect Medicare payments? How will DoD and VA 

· appropriations be adjusted if Medicare is to make payments for such care? (1,. 

2) 

• What are the assumptions about beneficiary cost-sharing in these settings? 
What are the corresponding assumptions concerning utilization? Will DoD 
and/ or VA be required to offer high or low cost-sharing plans? What are the 
assumptions on subsidies for cost-sharing? (1, 2, 3) · · 

Will DoD and/ or VA be allowed to offer supplemental, "wrap-around" 
coverage of cost-sharing liabilities? High cost-sharing plans are 
required to offer wrap-aroU.nd policies. (1, 2, 3) 

What are the assumptions about DoD and/ or VA acting as secondary 
payors to M~dicare? (1, 2, 3) 

How will Medigap and other possible third-parties be treated for cost-· 
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September 20, 1993 

sharing coverage? (1, 2) 

Is Medicaid the payor of last resort for any veterans or their family 
members? (11 2, 3) 

• What benefit packages will these dually-eligible individuals receive? Will 
the DoD and VA plans be required to offer the s.tandard benefit package? Or . 
will the Medicare benefit package be required to be offered those individuals 
otherwise eligible for Medicare? (1, 2, 3) 

• Will Medicare Secondary Payor rules also apply to VA and DoD? Will DoD 
arid VA be required to collect from other parties under TPL guidelines, as well 
as Medigap and retiree health policies? (1, 2, 3) 
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QUESTIONS REGARDING INSTITUTIONALIZED POPULATIONS 

We will need to establish baseline estimates on persons and per capita costs 
pertaining to any flows between non-institutionalized and institutionalized 
populations, with focus on the following issues: 

1. ·We assume no first order shifts between Medicaid and institutional populations. 
However, we need clarification as to: 

o whether some/ all of the voluntarily instittitionalized will get 60 days 
psychiatric care, 

o whether this would apply only to those newly entering institutions, 
(again voluntarily). 

2. While some involuntarily institutionalized populations have been specifically 
ruled out of any added coverage costs (eg., prison populations), other populations· 
may need to be dealt with inore specifically, e.g.: 

o the reform school population, 
o the involuntarily institutionalized in mental institutions. 
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Friday, 9/24 

Monday, 9/27 

- Tuesday, 10/12 

Thursday, 10/14 

Tab B 

Schedule 

OMB·delivers list of policy, economic, 
and technical questions. OMB receives 
final premium and subsidy estimates from 
the modellers. 

OMB receives policy clarifications and 
economic and technical assumption 
decisions. 

OMB delivers estimates of health reform 
plan's effects on outlays and the_ 
deficit. (Note: This. assumes Treasury 
supplies new revenue estimates by 
10/12.) 

OMB delivers estimates of the BEA 
implications of health reform. 
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THE DIRECTOR 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

Septcrnber 1_(), 1993 

... 
Leon Panetta and Alice Rivlin ~~ . 
Comments on the 8/6/93 Draft of the Health Care 
Reform Plan 

The attached memorandum to Ira Magaziner responds to your request 
last week that we provide our comments and suggestions regarding 
the draft Health Care Reform Plan dated 8/6/93. The memorandum 
is organized into two' parts; the first section provide's an 
overview of some of the areas of the plan where we believe 
further clarification is needed, while the second section 
provides detailed, chapter-by-chapter comments about aspects of 
the policy that are unclear or have Federal budgetary 
implications that may not have been considered. This detailed 
analysis was conducted under our supervision by OMB's staff of 
budget examiners who have the day-to-day responsibility for 
analyzing the various Federal health programs. 

As noted in the memorandum, we are continuing to review the draft 
plan in order to ensure that it is consistent with the policy 
assumptions we have made in the preliminary budget estimates that 
have been used in the modelling process. Because the chapter on 
financing was incomplete at the time we reviewed it, and several 
elements of the financing proposal are still evolving, our 
analysis of this critical element of the draft plhn is still 
preliminary. our understanding is that the new estimates of the 
most current financing proposal will be delivered from the 
modellers next week. - We will dir'ect OMB staff to analyze these 
cost estimates along with the revised 9/7/93 draft of the plan 
that we have just received, in order to· ensure that the estimates 
are consistent with the policy. We also want to highlight any 
budget "scorekeeping" issues that we see as a result of this 
review, so that we.will not be surprised by CBO's scoring of the 
reform plan. We will provideyou and Ira with our analysis of 
these issues as soon as possible. 

We appreciate the opportunity to review.this draft of the plan, 
and stand ready to discuss and clarify any of our comments and to 
work with you and Ira on subsequent drafts. 

Attachment 
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THE DIRECTOR 

. EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

. f>e9tember 10, 1993 

MEMORANDUM FOR IRA MAGAZINER . ¥ 
FROM: ~Leon Panetta and Alice Rivlin ~\. · 
SUBJECT: Comments on the 8/6/93 Draft of Health Care Reform 

Plan 

We appreciate the opportunity to review the draft Health Care 
Reform Plan dated 8/6/93. In general, the draft reads .well and 
reflects the tremendous amount of work that has gone into the 
development of the plan. You and your staff are to be 
congratulated for addressing this important issue' with such 
dedication and.persistence. 

A number of detailed comments and qUestions, organized by 
chapter, are attached. The comments represent our initial 
reaction to aspects of .the policy that·· are unclear or have 
Federal budgetary implications that may not have been considered. 
We are continuing to review the draft policy in order to ensure 
that it is consistent with the policy assumptions we have made in 
our budget estimates and modelling; however, because the chapter 
on financing is not complete (and indeed, was still in the 
process of being discussed with the President last. week), our 
analy·sis of this critical element _of the draft plan· is still 
preliminary. A few more general comments follow here, 
highlighting major issues that our initial review has uncovered, 
and that we believe need clarification. 

It is my understanding that OMB staff met with you and your staff 
this weekend to discuss the chapters of the draft plan dealing· 
with public health initiatives. We are prepared to do that with 
respect to other aspects of the draft plan if a fuller 
explanation of the detailed comments that follow would be helpful 
to you. 

Allocation of Responsibility 

·The draft calls for a complex set of responsibilities to be 
shared by the Federal government, the new National Health Board, 
States, and Health Alliances. At each of these levels, there is 
further division of responsibilities as well. For example, 
within the Executive Branch, responsibilities .are distributed 
across DHHS, Labor, Treasury, Justice, Commerce and others. 
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We appreciate .the essential American traditions of pluralism and . 
decentralized sharing of powers. At the same time, the practical. 
complexity of the interrelationship of the various agencies and 
levels of government requires more specificity concerning duties, 
powers, shared- responsibilities and -- most importantly -- final 
accountability. Specific issues related to implementation and 
long-term management of the Nation's health sector are difficult 
at best to predict. It is critical that the structure created to 
manage this reform be well-designed and easily understood by all 
concerned. 

It is certainly the case that the precise allocation of 
responsibilities will be a primary focus of negotiations with the 
Congress, and in that sense, leaving 'the lines deliberately vague 
is a rational opening gambit. Insofar as we have not had the 
opportunity to discuss the contours internally very much, we 
believe it would be productive to focus on this issue-and begin 
to develop our preferred outcome of this distribution before 
serious negotiations with the Congress begin. 

One particular assignment merits mention here: we strongly 
object to the proposal set forth in the draft plan.that the 

_National Health Board will be organized as an independent agency 
that will issue regulations without the benefit of OMB review 
(see Chapters, p. 48). We believe it would be extremely unwise 
to cede Executive Branch control over the Board, especially in 
the early years, when the Clinton Administration will bear sole 
respons:ibility for its successes and failures. For example, the 
Board will be responsible, at least initially, for developing and 
enforcing the national health care budget. It is far from clear 
that it would even be possible, much less desirable, for an 
agency located outside the Executive Branch to assume such 
responsibility. Further, the purpose and effect of OMB review of 
agency-issued regulations is to ensure compliance with the goals 
and policies of the President. Ceding the authority to review 
regulations issued by the Board, and in general interposing an 
independent body between the President and the Executive agencies 
in effect relinquishes control of a crucial policy. As there may 
also be constitutional issues involved, at a minimum there should 
be further discussions about this proposal within the 
Administration. 

Federal Budget Risk 

Related to concerns about authority and management, the draft 
plan calls for a number of new programs, policies, and 
initiatives that involve Federal dollars, either in direct 
funding or as a "backstop" for a potentially turbulent early 
implementation phase. Several direct subsidies are mentioned, 
including premium subsidies for low-income persons, an iron-clad 
cap for employer premium contributions set at 7.5% of payroll, 
additional subsidies for small, low wage firms, full tax 
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exemption for health insurance payments by the self-employed, and 
subsidies for co-pays and deductibles for low-income persons. 

Several new sources of funding or funds (similar in concept to 
national trust funds) are·. discussed in the draft, including a 
national Fund/Risk Pool for the Uninsured, Fraud and Abuse Fund, 
the Veterans Administration Fund for Development into Health 

. Plans, Long-Term Care Trust Fund, State Plan Guaranty Funds, the 
graduate medical education All~Payer National Pool, and .the . 
Inter-Alliance Security Trust Fund. Some or all of these·funds 
could- be substantial, both in terms of new tax burdens or 
potential outlays of Federal dollars. For example, the risk 
pool/fund discussed in Chapter 29 could be larger than either the 
Medicare Trust Fund or current Medicaid funding -- with as many 
as so million newly entitled persons. In most cases, the 
estimated cost or size of these funds is not specified. 

We note that the draft plan itself is a discussion of the policy 
proposals without detailed budget tables. Of course, we have· 
seen and helped to prepare draft estimates of various pieces of 
the overall reform plan, including proposed Medicare and Medicaid 
reductions, but as you know, the net cost. of the draft health 
reform proposal has not been estimated as a total package. This 
is particularly true with respect to the proposal for financing 
the subsidies discussed with the President late last week, which 
we understand is still evoiving. Interactive effects canbe 
significant, especially in a systematic reform as complicated as 
this · one. · Thus, any numbers we have at the moment must be · 

·considered preliminary, and must be so regarded and described. 

The further point is that there is quite a bit of irreducible 
uncertainty in any estimate of the ultimate effects of 'health 
reform on the Federal deficit. Given that, it seems prudent to 
spend more time and detailed effort designing "stopgap" · 
protection for the Federal purse, especially in the early years. 
We at OMB would be glad to undertake this effort. 

our understanding is that estimates of the current financing 
proposal will be delivered from the Urban Institute next week. 
Armed with a fuller appreciation of the reform proposal as a 
whole, we will direct OMB staff to assess the new cost estimates 
to ensure that they are consistent with the policy. as we · 
understand it and will provide you with our analysis of this 
early next week. 

Global Budget Enforcement 

Nancy-Ann Min's memorandum to you dated July 29 expressed our 
concerns about the preliminary versions of the global budget. 
Although the guidelines for calculating the global budget have 
been amended to change the focus from GOP to 9PI, the current 
version of the policy is similar to the one her memorandum 
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discussed, and therefore our concerns remain. Several dimensions 
of this policy raise related concerns about the unpredictability 
of Federal outlays. The Federal health. budget enforcement and 
responsibility for Years l through 3 poses a number of 
challenges, including the following: · 

• Although ·the policy calls for Federal enforcement by the 
Natiorial Health Board of ea6h State's glob~l budget, 
currently there is no reliable state-by-state baseline of 
spending for the guaranteed benefit package. The only data 
available are gross estimates of total spending by HCFA's 

· Office of National Cost Estimates, the accuracy and 
timeliness of which leave a great deal to be desired; 

• Premium bids by plans could be skewed by estimates of 
increased demand for services by the newly-insured, 
estimates of adverse risk selection, and general market 
uncertainty. It will be difficult at best -- without better 
utilization and risk status information -- to assess the 
extent to which premium bids reflect efficient plans or 
delivery of services. · 

Taken together, these factors could have enormous implications 
for short-term Federal outlays, and thus for our ability to meet 
the global budget targets. With respect to the Federal health . 
programs in particular, your argument that Medicare and Medicaid 
continue to grow at a rate higher that the private sector under 
the plan's scenarios is a persuasive one; but the fact remains 
that the global budget scenarios call for the growth rates in · 
these Federal programs to be cut in half very quickly. We should 
not underestimate the difficulty of persuading the Congress that 
this is possible, and of actually doing it. 

·Administration of Subsidies 
. . 

Under almost any plan, the administration of specific subsidies 
requires a fair amount of co~plexity and detail, which may in 
turn be less than helpful to the average reader. Perhaps under 
separate cover or in the next draft, it would be useful to share 
the details of the current proposals for the several provisions 
-that imply or directly call for administration or distribution of 
funds. These include areas such as: 

• subsidies to small businesses and/or businesses with low
wage workers; 

• subsidies for Medicaid wrap-around coverage, as well as 
subsidies for co~pays and deductibles for the low-income 
groups; 

• coverage and. eligibility rules for the working aged, 
relative to both the worker and the spouse; 
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• tax incentives and tax credits for long-term care coverage; 
and 

• transitional policy issues such as moving from a single 
national payer fund for the uninsured to coverage in private 
plans under a state-based alliance structure. 

We strongly believe that the administration of these aspects of 
the pl~n must be reviewed carefully to ensure that there is 
coordination and streamlining across these administrative 
structures, rather than duplication and needless.fragmentation. 

Thank you again for the. opportunity to review this draft and 
provide you with preliminary reactions. OMB stands ready to 
discuss and clarify any of these comments and to work with you on 
subsequent drafts. 
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Specific Coniments by Chapter . 

Chapter 2: Ethical Foundation 

• 

• 

Missing are two ideas: a principle of medical care is that it should be provided 
only with the "informed consent" of the patient. Informed consent is a means to 
ensure that treatment is expected to be in the best interests of the patient, as · 
understood by the patient. One concern that has been expressed about managed 
competition is that it will accelerate the abandonment of this principle. A clear 
signal to consumers about the importance of their welfare could be made by 
appealing to this principle. 

The notion of "wise allocation of resources" (p. 11) could be made more 
informative and specific by adding to 'it a note about the importance of cost
effective medical care. Presumably reform should help people get we]] while 
imposing no avoidable costs. Care of a given quality should be delivered at the 
lowest possible cost. 

Chapter 3: Coverage 

Categories of Eligibles 

• "Long-term non-immigrants'': The draft indicates at page ·13 that "long-term 
non-immigrants" would be covered under the plan. It is unclear what is meant 
by this category. In the long term, the only non-immigrants in this cou.ntry are 
Native Americans. They are' already covered as American citizens, raising a 
question about the apparent need for this new category. 

Alternatively, the term long-term non-immigrants may refer to illegal aliens, or 
undocumented workers. It has been our understanding that these populations 
were not intended to be. covered. Therefore, if this phrase is intended to refer to 
populations that are in this country illegally over long periods, then it should be 
clarified and explained in terms of exactly how they are ·covered and how their 

· · coverage is financed. 

• Tenitories: the policy states that individuals who reside in tenitories of the U.S. 
receive the comprehensive benefit package "in a manner consistent with their 
existing systems" (p. 18). What does this mean? Are there alliances in the 
tenitories? Does the mandate extend to the tenitories? _Are low-income 
subsidies available to citizens livin.g in the tenitories? Non-citizens? 

I 
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• Employer payment obligations are discussed· at page 16 as 80% of the premium, 
but later there is a discussion that employers can contribute more than 80% to 
offset any out-of-pocket or cost sharing of employees. To the extent employers 
contribute more than a flat dollar amount, consumer price sensitivity to choosing 
the most efficient plans will be watered down. Correspondingly, plans will tend 
to "shadow price,"· as. well as market themselves based less on efficiency and. · 
more on other aspects such as equipment or amenities -- similar to what 

providers do currently~ 

Choice 

• According to page 14, employed persons choose a health plan through a 
corporate or regional health alliance. It is not clear whether family members of 
employed individuals also can exercise choice about the plans in which they 
enroll. In other words, can spouses who are not connected to the workforce, as 
well as divorced spouses and their children, voice their plan preferences 
independently from the employed family member through whom they gain 

coverage? 

Chapter 4: Guaranteed National Benefit Package 

Covered Services 

• . Preventive services: Are the preventive services listed on page 22 illustrative, a 
minimum, or a maximum for the package? (For example, was a PSA test for 

prostate cancer discussed?) · 
. ! 

Regardless, it should be considered whether the list of preventive services 
should be included as a tentative list subject to change, rather than being 
enacted as part of the American Health Security Act. Changes in the 
understanding of effective medical practice could easily render this list obsolete. 
For example, although covered on this list, the Harvard Community Health Plan 
no longer provides annual medical screenings for its patients since there is no 
clinical data supporting it. If research were to support the Harvard Community 

· Health Plan's practice, the list of clinical preventive services would be difficult 
to amend if it were enacted as part of the Act. 

• Immunizations: The list of immunizations discussed is fairly comprehensive. If 
covered; this should be taken into account in Public Health Initiative section 
which would enhance grant support for immunizations. Additional grant funds 
for immunizations will not be needed. Since immunizations will be covered, 
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some of the base funding for vaccine purchase grants could be retargeted to 
address education, outreach and infrastructure. · 

Instead, the National Health Board, in consultation with other bodies, should . 
have the flexibility to amend this list based upon. the findings of outcomes 
research on effective practice patterns. As a better understanding of effective· 
practice patterns develops, the types of preventive services that should be 
covered in a standard benefit package will also have to change. 

• The draft at page 32 states that services and procedures will be included in the 
standard benefit package to the extent that these are found to be "effective" . 

. The overwhelming majority of services and procedures routinely covered by 
insurers -- public and private -- have little or no accompanying evidence of 
effectiveness. Often these are high volume procedures.· Carotid endarterectomy, · 
for example, is pelformed at a rate .of nearly 100,000 per year in the U.S. with 

' little or no evidence of clinical effectiveness. 

The effect of this language is to either raise questions about what is currently 
covered relative to new procedures (effectively a double standard) or to slow 
down the process of covering new procedures that would be subjected to multi
year trials. While the latter problem is no different from the current policy for 
most insurers, whether private or government (e.g;, Medicare), it is not cleai · 
whether that is the result. 

• Clinical trials: Also at page 32, the draft states that the benefit package includes 
coverage for medical care provided as partof an "approved clinical trial." The 
text goes on to say that the intention of this provision is to cover· routine 
medical costs associated with an investigational treatment that would occur even · 
if the investigational treatment were not administered. 

Sometimes, however, no costs would occur if the investigation.al treatment were 
not administered (e.g., if-there is-no alternative or..: the patient-would-not have 
been hospitalized), producing no coverage, which seems inconsistent with the . 
intent of the policy. As written, the provision is unclear and .invites arguments 

. about what constitutes "routine medical costs." 

· A simpler approach more likely to achieve the policy goal cpuld be for the 
benefit, package to cover room and board charges for individuals involved in . 
approved clinical trials. This way; there is no guessing (orcost-shifting) about 
which portion of the treatment regimen would have been provided anyway and 
what portion was experimental. 
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• Research guidelines: The draft states at page 33 that research guidelines will be 
centralized and promulgated by DHHS. This will politicize scientific inquiry 
and/or reduce it to a bureaucratically defined straitjacket. . It may also slow 
down willingness to initiate research (e.g., scientists waiting for the release of 
periodic reg.ulations). ~ - . 

• 

• 

The Federal government does not currently. approve all research, nor is it a 
desirable policy to es~blish. A more desirable policy would be to require 
research trials to be peer-reviewed and consistent with requirements for the 

protection of human subjects. 

Government funded research: Also at page 33, coverage for investigational 
procedures is described a~ automatic for government-conducted research only. 
This tends to bias interest in the scientific and medical community towards 
government-funded science only. Again, science will become more politicized, 

· more centralized, and may be less able to accommodate room for truly 
innovative and new ideas/projects. Secondly, scientific funding may become. 
more vulnerable to:anhual congressional appropriations and/or changes in 
ideology in the Executive Branch. · 

Providers · 
. ' \ 

The draft plan states that plans "will be expected" to "provide a sufficient mix" 
of providers. This leaves unstated what the penalties would be for plans that 
fail to "provide a sufficient mix" of providers. · 

The intentional vagueness of not requiring any plan to pay any provider or 
category of provider makes it very difficult to price the overall proposal. It is 
not clear, for exampld, whether .or not end stage renal disease is covered under 

this chapter. 

One alternative is to specify that the same services covered by Medicare are 
required of all health :plans, plus explicitly identified services, i.e., pregnancy-

related and preventive services. 

Cost Sharing and Limits '; · 
. I 

\ 

• Mental health: Limitations on inpatient and resident mental health and substance 
abuse treatment are established at 30 days per episode· and 60 days annually for· 
all settings (p. 24 ). The paper should define what constitutes an "episode" of 
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We question the requirement of special protection for these public funds for the 
following reasons: · · 

(1) It relieves the private sector of its responsibility to provide these essential 
services. If public funding is required to be maintained, plal_ls wili be 
able to shift mentally ill and addicted patients onto the public sector by 
making it difficult enough for enrollees to obtain services that they turn 
to the public tier, which may be perceived as second-rate. Indeed, the 
existence of the public tier provides an incentive for plans to avoid 
treating this difficult population .. 

(2) It misses an important opportunity to bring the quality of mental health 
and addiction treatment up to par with other treatments. Without the 
capitated payment's incentives to improve quality and reduce costs, 
mental health and substance abuse services will continue to be perceived 
as inferior to ''medical" services in quality and scientific rigor. In 
addition, the public tier will relieve pressure to expand the mental health 
and substance abuse benefit in theyear 2000, so health plans will never 
have to deal comprehensively with their enrollees' mental and addictive 
disorders. · 

(3) . It makes the treatment of mental health and substance abuse services 
under health reform inconsistent with the comprehensive approach to 
health care embodied in the basic benefit package. The basic package 
requires health plans to prevent and/or deal with the whole range of 
potential illnesses, including mental illness and addictive disorders, 
because insurers and even many providers do not accept the validity of 
the connection between medical and mental health. Health reform should 
not let plans "off the hook" by maintaining a set of public services not on 
apar to meet the requirements of a capitated, market-oriented system. 

HHS now spends some $2 billion annually on two mental health and substance 
abuse services block grants -- some or all of which could be used to offset an 
even more generous benefit than the one included in the basic package, and/or 
to phase-in benefits more quickly. 

Chapter 5: National Health Board 
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writing, implementation, and enforcement responsibilities, leaving the 
Board to have.more of a policy development, audit, and oversight 

function. 

• The discussion at page 44 is u~clear as to whether the benefit package can· be 
amended through regulation rather than legislation .. Although the words "issue 
regulations" are included, the draft also discusses "recommendations" to the 
President and Congress. Our view is that given the fast changing pace of 
medical treatment, changes in legislation would be entirely too cumbersome or 

political. 

• Clarification of responsibilities: to m~e the draft consistent with better 
delineated roles and missions, corrections may need to be made to clarify the 

Board's responsibilities relative to: 

(l) deteriiDning the research agenda for health services/outcomes research (p. 

147); 

(2) information systems (pp. 113-127); 

(3) quality standards and management systems (p. 112); . 

( 4) · supervision of corporate alliances through ERISA (p. 49); . 

(5) assuiiDng responsibility for out-of-compliance health plans (p. 49); 

.. 
( 6) ensuring individuals have access to benefits (p. 48); 

• The Board will develop state measures of performance. Measures of state 
performance used in the document as illustrative appear process-based; measures 
should be outcome-based to the extent possible. This allows more in the way of 
true state flexibility. We can make recorrimendations for more outcomes-based· 

measures if that would be helpful. 

There is no discussion of how large the Board might be in terms of 
authorization monies. It should be considered that, to the extent that HHS' (or 
other Cabinet agency) responsibilities are reduced, their operating budget and 
FfE levels could be reduced to offset the costs of the National Health Board~ 
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Chapter 6: State Responsibilities 

• 

• 

• 

• 

• 

• 

Single payer: The draft indicates at page 57 that states that establish a single
payer system would be prohibited from 4Jlposing cost-sharing requirements that 
exceed those charged by regional alliances. Since there are nationally- . 

. · standardized cost-sharing schedules, it is unclear whether the single payer . 
systems would be held to the rules established for fee-for-service plans or for 
HMOs. -

Alliance Boards: The specifications for the boards of directors of health 
alliances (p. 53) may be so exclusionary as to impede effective functioning of 
the boards. F<;>r example, the specifications seem to exclude everyone with any 
specific knowledge of the health care field even if they aren't connected 
financiaJJy witha health plan (e.g., university professors). We question whether 

that is what is intended. · 

Qualification process: The draft details that "States qualify health plans to 
participate in alliances," and then lists qualifications of alliances that states will 
set. The logic for requiring ~ to qualify plans for participation, instead of 
alliances doing this using state guidelines, is not clear. The proposed 
arrangement divests alliances from an appropriate responsibility while 
lengthening implementation time -- for no obvious advantage. 

· Service requirements: States must establish requirements on health plans related 
to the levels of service and geographic distribution of service to· ensure adequate 
choice in· low-income and inadequately served areas (p. 54). Are there any 
broad standards that should be met (outcomes regarding service level achieved, 
perhaps determined by the National Health Board), or is it entirely up to the 
state? ·Secondly, this new role of the states may help. render Federal subsidies 
for direct provision ofservices in low-income communities no longer essential. 

State Guaranty Funds: The draft also states that state guaranty funds will 
provide financial protection to health care providers if a health plan becomes 
insolvent (p: 56). It is not clear why the entire burden falls ori the~. and 
hence the state's taxpayers. Burden-sharing arpong losing parties, including · 
providers, should be considered as an alternative. 

Expansion of benefits: The draft addresses ways in which states could. finance 
additional benefits beyond those in the proposed package (p. 57). The draft 
would place limits on the sources of financing states could tap for these 
additional benefits. This raises two concerns: 
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(1) Does this raise constitutional issues regarding the relationship of the 
Federal government and the states? · 

(2) . · Does the requirement that states use revenues "from sources other than 
those established by this Act [for the] guaranteed benefit" mean that 
states are limited to those sources of funding for all expenditures under 
the single-payer system opt-out, or only for the reduced cost-sharing 
portion of health care expenditures in the state? 

• Capital S~dards: The concept of "capital standards" is not defined and, 
because the concept is not in common use, it is not clear what it is intended to 

encompass. 

• · State Guaranty Funds: Wili there be any minimum standards on the size of the 
state guaranty funds? Given the experience of state guaranty· agencies and the 
guaranteed student loan program, this should be carefully examined to avoid the 

possibility of yet another Federal bail-out. 

• The last paragraph of the chapter states that "All health plans must participate in 
a guaranty fm1d," but the conditions of "participation" are not defined. Does 
participation mean that all health plans must pay an assessment into the fund? . 

Chapter 7: Regional Alliances 

• Advertising: Rather than get the alliances into the business of premarket 
approval of advertising why not establish general standards for plan marketing 
and a post-market penalty? · 

• Enrollment: The draft sets fixed dates of enrollment at the beginning of the 
month based on whether or not the application is submitted by the 15th of the 

· prior month (p. 60). Fixed timing of that sort can create unnecessary 
administrative pile ups. Why not leave this to the alliance to sort out with an 
absolute maximum on it taking no longer than X days. · 

• Allocation of consumers to plans: The draft provides at page 60 for random 
allocation of consumers to plans in the event there is not enough capacity. This 
This fundam_entally collides with freedom of choice, and could be politically 
inferior to allowing consumers second and third choices. 

• Fee-for-service requirement: The plan proposes that every state create a fee 
schedule and conversion factors for the state's fee-for-service plans. HHS 
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would develop a national fee schedule, expanded beyond Medicare services to 
all services, that would serve as" a model, or default fee schedule, for. states. -
Aside from the difficulties in developing and implementing such a fee schedule 
in time for. the reformed plan, this approach is overly rigid and we question 
whether such a regulated approach is consistent with the cmpmitmeilt that each 
alliance would provide at least one fee-for-service plan. A fee-schedule does 
not allow the flexibility to adjust fees to respond to changing market conditions. 
We would suggest an alternative that plans should be allowed to establish their 
own fee schedules to assure timely responsiveness to the market. 

• Alliance administration: It is not clear who is responsible for financing ·the 
administration of alliances, nor is the role of the Provider Advisory Board is not . 

clearly spelled out. · 

Chapter 8: Corporate Alliances/ERISA 

• Oversight responsibility: We question the propos~ to bifurcate regulatory 
responsibility between the National Health Board for state plans and the Labor 
Department for corporate plans. 

Government experience with divided regulatory responsibility arising from 
political and bureaucratic reasons is bad. This is most notably true in the 
related case of ERISA, now twenty years old. Because of feuding committees 
and agencies, ERISA administration is divided in three among the DOL, the 
IRS, and the PBGC. Sponsors of ERISA benefits plans have to' comply with 
regulations of all three, although for most purposes they have to be concerned 

about only two: 

(1) the IRS, which must annually certify the tax deductibility of plans for 
compliance with coverage and participation requirement; and 

(2) the DOL for compliance with fiduciary behavior requirements. 

This division increases regulatory complexity in the eyes of employers that 
sponsor pension and. health plans for their workers. The duplication and 
resulting complexity probably results in fewer benefits being provided because 
the cost of regulatory complexity consumes resources available in company 
budgets that would otherwise be available for. benefits. 
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The division also gives rise to expensive and difficult coordination within the 
Federal government that too frequently requires Executive Office of the 
President intervention to coordinate or settle agency disagreelllents. 

In addition, there is the question of agency experience and role. Most Labor 
Department experience with benefit plans under ERISA has been with pension 
plans and not with health plans. ·DOL experience with health plans is limited to . 
collecting information and to some enforcement of ERISA's fiduciary- standards 
among company sponsors and service providers who may profit wrongly from 

sponsorship or admini~tration of health plans. 

For these and other reasons we question the wisdom of setting up a bifurcated 
system of administration and enforcement.. We recommend further analysis of 

this proposal. 

.. 

Chapter 9: ,Health Plans 

• 

• 

• 

• 

The draft states at page 75 that plans with limited capacity can turn away 
enrollees if/when approved by state .. We question this authority being given to 
the state; when giving this authority to health alliances might be more consistent 
with other parts of the. plan and would probably allow decisions which are more 
timely and less cumbersome bureaucratically. · 

This chapter, at page 80, states there will be 2 levels of cost sharing -- this 
·conflicts with Chapter 4 which states there will be 3 levels of cost sharing. 

The plan allows supplemental insurance to covercost sharing (p. 81), but also 
requires that the premiums for these plans cover the cost of any additional 
utilization caused by the insurance. To be consistent, therefore, this "uti1ization 
surcharge" should apply to supplemental cost-sharing plans under Medicare as 
well. · · 

Utilization Review protocols must be revealed by plans -- revealed to whom? 
This could discourage innovative approaches being developed by plans; it would 
also take away yet one more competitive dynamic between and across plans. 

Chapter 10: Risk Adjustment 

• The document should state whether the risk-adjusunent system will apply to 
individuals or to groups. Language indicated individual adjustors. Accurate 
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individual adjustors are not yet fully developed, and will require intensive 

· developmental work. 

Data have not been refined to the point of yielding great predictive 

powers on a case-by-case basis. · 

Data often currently available, Le., past use of health care utilization, may 
reflect abuse and inefficiency in health care delivery. As a basis. for 
prospective payment of a risk-adjusted amount, past use of health care 
resources may reward inefficient providers who allow payment for. 
duplicative services and lack strong utilization review controls. 

As a result, classification schemes that rely on measures of morbidity 
(e.g.,'diagnosis) might be more useful that purely utilization. Ambulatory 
Care Groups (ACGs) and Diagnostic .Cost Groups (DCGs) represent two 
approaches that use a combination of diagnostic information· and 
utilization experience. Both of these approaches demand evaluation and 
refinement over the next few years if considered for use by Health 

Alliances. 

Insurers may continue to find ways to "cream-skim" the "healthiest" sick 
cases, e.g., a cancer diagnosis early in the disease's progression in any 
risk category. And providers and/or payers could have incentives to 
upcode diagnoses and health risk categories to receive a larger payment 

. from the pool and/or pay less into it. These issues imply ongoing 
monitoring and refinement may be needed. 

Other administrative issues remain. For example, a purely prospective 
system could hamper a plan's efforts to be reimbursed for an enrollee 
who joins half-way through the year .. No look-back mechanism appears 
to exist in the document to address enrollment turnover and will need to 

be thought through. 
. . . 

Risk adju.stors are intended to account for an individual's level of risk; 
they may not necessarily account for the differing practice patterns 
among regions, which may have heavy influences in the amount of health 

care resources consumed. 

Risk adjustors could entail overhead costs in enforcement and 
implementation for private plans and regulatory bodies; improved 
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software or actuarial methods being tested by Blue Cross and Blue Shield 
and HIAA (among others) may minimize these burdens. 

The draft plan appears to include community rating, a standard benefit package, 
and annual open enrollment periods. Inclusion of these elements will add to the 
"arsenal" available to HA's to prevent or discourage risk selection, though some 
individual variance will continue to exist. . · 

• Allowing for a waiver if the alliance demonstrates an alternative system as "at 
least as effective and accurate" could create opportunities in the first few years 

for waivers. 

Chapter 11: Rural Communities in the New System 

• 

• 

• 

• 

• 

• 

The financial incentives for providers seem generally skewed toward physicians 
specifically, rather than all health professionals generally. 

In describing the infrastructure development grants, it may be clearer to state the 
level of loan guarantees- corrunitted per year (note: the BA level of $16 million 
per year mentioned on page 86 is probably the estimated subsidy level -- which 
sheds little light on the actual volume of lending and scope of the program). 
Does the plan envision an increase in these guarantees or maintenance of the 

current level of support? 

It is not clear, why only community ... based organizations would be eligible to . 
receive.these guarantees. What about health plans expanding into rural areas? 

Page 87, do the cost estimates for the expansion of .the National Health Service 
Corps (NHSC) take into account the cost of the tax expenditures of the 
proposed tax incentives? In addition to awarding more scholarships and loan 

repayments and supporting a greater field staff? 

· NHSC loan repayment recipients already receive a payment equal to 39% of the 
loan repayment award for the purpose of completely offsetting the additional tax 
liability. Setting up a special exclusion from gross income is not necessary. 

Given that hospital~ in rural areas have excess capacity, could some of the 
excess capacity of rural facilities be converted to serve underseryed areas? 
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Chapter 12: Integration of Workers' Compensation and Automobile Insurance 
. ' 

• The plan .should deal more forthrightly with the fact that workers' compensation 
· . and health insurance have been set up for different purposes. The purposes of 

medical, rehabilitative, and care requirementS in state and federal workers 
· compensation laws are very broad. The care allowed under most medical care 
insurance is limited. The state workers' compensation laws are all different, and 
there are two federal laws (covering longshore and harbor workers and federal 
workers). Underall workers' compensation laws coverage of treatment and 
procedures. allows for no deductibles. Coverage may even extend, for example, 

· to providing comfort, in addition to unlimited medical treatment, care, and 
rehabilitation. The different purposes mean that programs of workers' 

· compensation are not usually able to adopt fee schedules of "regular'' health 

insurance. 

• Page 89 of the draft plan states that "The [workers' compensation] case manager 
ensures that ... the health plan complies with medical and legal requi_rements 
related to workers' compensation." This suggests that the care provided must 
suit the purposes of the workers' compensation law that covers an injured 
worker. On the same page it states that "Health plans are reimbursed by 

. workers' compensation insurance carriers ... in accordance to the fee-for-service 
schedule in the alliance," and that "alliances are permitted to adopt ... per case 
capitation payments." , It further states (page 90) that "Health benefits for work
related injuries and illnesses continue to be defined by states." These apparent 
contradictions suggest that the plan should be expanded or clarified so that: 

( 1) Alliances are required to have fee schedules that allow for the broad 
purposes in the workers' compensation laws in effect in the area(s) they 

cover; or 

(2) The broad purpose of care in workers' compensation state and Federal 
laws is preempted in the Federal law so that it will match the purposes of 
health care that will otherwise be under President's plan. 

Chapter 13: Inter-Alliance Health Security Fund 

• Page 93, what is the average "float" or reserve that will be available to this 
fund, and how will it be used -- entirely loans? This discussion needs 

clarification with regard to safeguards. 
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• . Page 94, the Administration component of the Resetve needs to be specified 
with more detail; in particular, will this resetve be part of the funds flow of the 
Federal goveminent? Or will it be part ·of some banking and holding operation 
· K c· ? · m ansas 1ty, etc.. : 

' 
I 
I 

• . This fund duplicates functions currently P,enmmed by the Automated Clearing 
House for substantially similar activities that collect and disburse funds. The · 
Automated Clearinghouse processes billicms of dollars of transactions efficiently, 
with an established network of corporatiolns and financial institutions. A second, 

. , new health payment network, seems unm!cessary, duplicative and costly. Use of 
.. the Automated Clearinghouse should be.considered to route payments from 

employers to health alliances. : 

• · Creating a separate fund that "holds" billions of dollars of health contributions 
. and payments could engender the gaming of cash flow and other financial 

techniques tha,t are not efficient in applyipg these funds to health uses. In an 
era of budget stringency, the temptation tp tinker with this fund may be 
irresistible, particularly with the commingling of the Funds financial and loan 

functions. i 
I 
I·. 

I 

Chapter 14: Budget Development and Enfor:cement 

Covered Expenditures 

• Current version: Meoicare and Medicaid expenditures are included under 
separate budgets. Suggested revision: All Federal direct health expenditures are 
included under separate budgets. This w;ould include Medicare, the Federal 
portion of Medicaid, the IHS, DoD, and IV A. · 

I 
I 

Adjusting the Budget Inflation Factor 

• Current version: "If, however, an alliante's ·actual weighted average premium in 
a given year exceeds its premium target,' then the inflation factor for that 
a1liance is reduced for the following two years to recover the excess spending." 
Issue: Is the two-year :·lookback" sustainable from the beginning, particularly 
with the uncertainty in setting the per-capita premium in the early years? Is it 
possible to keep track of the "lookback":recovery over a number of.years? This I . 

mechanism sounds good, but the implementation could be quite complicated if 
the a1liance or state miss the target over Ia number of years; 

I 
I 

' 
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! 
Second Level of Enforcement: Compliance withi Federal Cost Containment 

I 

• Current version: state alliances are in compliance with national cost 
containment goals if the increase in the weighted average premium falls within 
a 1% band above the inflation factor. Question: 1% of what? 1% of premium 
costs, 1 percentage point of the inflation factor? 

. . I . I . 

• Current version: If spending is below the :inflation factor plus 1%, the 50% of 
the unused amount may be rolled over to $e following year, up to a 5 
.percentage point maximium. Suggested reVision: Eliminate the 50% roll-over, 
except with National Board approval. The states, alliances, and enrollees all 
benefit from coming in "under budget" through lower premium payments in the 

·following year.· Allowing premium rates t,o climb faster than needed in the 
market is unnecessary. 

• Current version: Actual weighted average premium is no more than 10% higher 
than the per capita budget target for the state. Suggested revision: Narrow the 
variance from 10% to 1-5%. A ten perceht error band is too large a cushion, · 
with the temptation to allow the premium to match the 10%. band every year. 
An alternative is to allow the 10% varianse for X number of years to allow for 
stabilizing the baseline, then reducing the yariance to a lower level. 

·Budgets for Corporate Alliances 

'·' 
I 
I 

• Current version: After the third year of implementation of health reform, each 
- corporate alliance annually reports its average premium equivalent for the 

previous three years to the Department of1 Labor. Suggested revision: Instead 
. of the Department of Labor needlessly developing its own health insurance 
pricing and analysis cap~bility, give the r~porting requirements for large 
corporate employers to the National Health Board. Since it set the corporate 
alliance premium equivalent originally, it iwould best be suited to review, and 
enforce as necessary, the corporate allian9e cost perfonnance; 

I 

• · There is little or no discussion of developing a state-by-state or alliance by 
alliance baseline. Of course, this does orie not now exist so the issue is 
whether one will be developed to allow enough precision for the National Board 
to distinguish between appropriate and in~ppropriate premium targets. If one is 
not available that can both track spending and adjust for various degrees of 
risk, it may ·be both technically difficult aoo perhaps politically impossible for 
the National Board and the Federal Government to develop enforceable targets. 

. I 

I 
I 
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I 

. . . I 
Chapter 15: Quality Management and Improvement 

• In general: the entire section is very unclear as to who is doing what and 
instead attributes actions to the program. · 

i 
i 
I . 

• There ~ms to be unnecessary overlap between HHS functions and the . 
National Board functions regarding evaluation of health care (see p. 106 arid p. 
119) and assessing the impact on the health care system. 

• · .The discussion (p. 107) of~ licensure~ certification does not appear to 
comport with curr~nt DHHS initiative to license and certify essential health 
providers in the PHS sections. · ' 

• Is there duplication of effort between the National Quality Management 
Program of the National Health Board (ppi. 110-111) and AHCPR activities? 

. I . . 

' 

• Are qu8.lity standards of the Indian Health Service, Medicare, VA, or DoD 
superseded by National Board. standards? : · 

. I 

. . , I 
• It is unclear who is auditing the plan's measure and disclosure of performance 

on quality. ' · 

• Demonstration projects are to be complete:d by 111196 for new performance 
standards and standards will be revised ac~rding to findings. Most 
demonstrations. take up to a year to design and implement; as such this timeline 
may be heroic. 

1. 

• . Regional centers are stated as auditing fo~. data integrity where we were 
previously told they were only going to s~rve a switch function. 

• 
Relation to Existin~ Le~slation 

OBRA-87 nursing home reforms: this chipter does not the address the 
requirements of OBRA-87, which createdi stringent quality standards and 
enforcement authority regarding Medicaid and Medicare nursing homes. These 
requirements are responsible for the bulk :of survey and certification spending. 
Annual surveys of all Medicaid and MediCat-e nursing homes are mandated, and 
the average cost per survey is approximately $14,000. While the nursing home 
standards are the most burdensome and ~stly responsibility for Federal and ' 
State quality assurance programs, they also have strong Congressional support. 
Congress enacted the nursing home refonns in response to widespread concerns 

I 
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over the treatment of th~ elderly and disabled. Changing or eliminating the 
current nursing home survey and certification program will be very difficult 
politically. 

i 
. I 

• CLIA: proposed changes to the Clinical Laboratory Improvement Act (CLIA) 
are extremely vague. This section shouldladdress at least the general principles 
for reform of the program. ! ·. 

Chapter 16: Information Systems and Admin.istrative Simplification 

• In general, this chapter does not appear to' have been sufficiently vetted. There 
is a confused_ division of responsibility behveen HHS and the National Health 
Board, not to mention between the States,. Health Alliances, health plans and 
the Federal government. · 

· • Page 115 states that "health providers will use current iirl'orrnation system 
technology as the foundation for the systeni,. which implies that all providers 

I 

and not just plans will be automated. Th~ sense of the working group was it 
would be left to the plans and the pressures of a competitive environment 
whether automation would occur at the point of service. We recommend 
replacing "providers" with "plans. • 

' 
• The draft at page 119 assigns tesponsibili~ for conducting ·surveys to a 

particular department -- DHHS -- which ~ms to be an unnecessary amount of 
detail for. this document, given its purpo~ of communicating to a broad public. 
It would be better to vest authority for such activities in the National H~alth 
Board, which will be in the best position to decide how it wantS to collect data; 
etc. 

• Consistent with the National Perfonnance: Review, consumer satisfaction 
surveys should be conducted at the lowest possible organization levels, closest 
to the people being served. 

I 

• · The privacy section states that the Federal government would stipulate that 
· individuals "have the right to know and approve the uses to which data are put" 

(p. 121). Although this is an example, i(should probably state "non-routine" 
or "certain" uses. The approval should not create health care delivery 
inefficiencies. 

• At pages 125-127, the draft discusses streamlining Medicare: Medicare data 
systems are not currently designed to coll.ect infonnation on plans - only fee-
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for-service experience. This is clearly one of the many information challenges 
facing HCFA. Many of the specific ideas have conceptual merit, but are 
premature, and should be developed in consultation with HCFA' s Medicare 
Technical Advisory Group (M-TAG). In particular: 

. delete the proposal requiring performance evaluations of carriers by 
physicians. This appears to involve a direct confliCt of interest, because 
carriers may feel increased pressure to liberalize coverage rules and · 
payment policies to obtain positive evaluations from providers .. At a 
minimum, the current five-state pilot project should be evaluated to · 
determine its effects before deciding whether to commit to national 
implementation of such an approach. 

check with the OIG on whether enforcement abilities are weakened by 
moving from an annual requirement to a one-time requirement for 
physicians to sign an acknowledgement of awareness of penalties 

. associated with falsifying claims information; 

clarify that the proposal that "repeals legislation requiring review of at 
least ten surgical procedures" refers to PRO review;· 

delete the proposal to limit system changes in Medicare and Medicaid to 
, once every six months, and to require 120-day advance notice for major 
billing procedure changes. This would be administratively costly and 
burdensome, requiring simultaneous review of thousands of pages of 
regulations every six months. as HHS responds to deadlines with last
minute completions of regulations. The likely effect would be delays in 
regulatory improvements and fee schedule adjustments (i.e., increases for 
inflation)by six months every time a deadline is missed. This proposal 
may inhibit needed actions to live within budgeted amounts. · 

. revise the proposal to develop standards for single annual inspections of 
health care institutions to single, periodic inspections. Some facilities 
with quality problems may reql}ire more frequent inspections, while · 
others may require less frequent inspections. There is no need for 
uniform schedules among a diverse group of institutions. 

• · Medicaid: There is little or no discussion about Medicaid information systems. 
There could be a critical need - even on an interim basis - to collect better 
information on Medicaid experience. 
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This is especially crucial in the context of Medicaid managed care. programs. 
As states shift their entire Medicaid population to managed care organizations 
(e.g., New York and Tennessee), HCFA data systems "lose• the ability to track 
these groups, because current HCFA data systems are designed only to track 
fee-for-service experience. 

• HHS Control of Information: HHS proposes that it ~ntrol information · 
collection and dissemination in several instances. The National Health Board 
should assume this function. 

• National, uniform standards- timing: development of national standards for 
coding and content requirements for all insurance transactions by July I, 1994 
seems ambitious. In addition, the plan calls for "immediate• adoption of 
national standards by· all government health programs. It is unclear whether 

. this means the day after enactment of health care reform, or what may be a 
more realistic timetable for i~plementation of this measure. 

Chapter 17: Creating· a New Health Workforce 

General Points 

• There is a heavy Federal regulatory role in determining and distributing 
physician residencies as presented in this section: The approach outlined 

·represents a fairly radical departure from more market-oriented approaches, and 
it is unclear whether such a system would be politically feasible .. These points 
were raised early on during the tollgates. 

• In addition to advocating heavy Federal regulation and control of residencies, 
this approach will do little over the short term to narrow the gap between 
primary care and specialists. The goal of the draft's proposed Federally 
managed system would be to make sure that at least 50% of new physicians are 
trained in primary care fields (after a five year phase-in period). Yet, even if. 
this goal were .achieved, it would take ~ ~ to achieve the desired 

. distribution between primary care and specialist physicians. 

• This section discusses options for tinkering with Medicare's .physician payment 
schedule to create incentives for providing primary care services. First, 
Medicare is not and should not become the spearpoint of policy for health care 
reform. The reform package must create incentives for primary care delivery 
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on a system-wide basis, because Medicare fee-for-service incentives alone will 
be too weak to change overall physician behavior. 

Medicare physician payment on· the fee-for-service has already undergone the 
radical shift toward primary care called for in this section. OBRA 89 enacted 
the most sweeping changes in physician payment since Medicare was created in 
1965. In 1989, Congress required the use of the Resource-Based Relative 
Value Scale (RBRVS) which fundamentally shifted the distribution of Medicare 
physician payment away from surgical procedures and toward primary care 
services. For example, fees for family and general practice services increased 
by lO.percent when the RBRVS was implemented, while fees for general 
surgery decreased by 10 percent. · 

OBRA 93 has put even more pressure on physicians to focus on providing 
primary care services, and in many cases the provisions of OBRA 93 supersede 
the specific policies suggested i~ this section: 

the reductions that will be applied .to physician fee increases in 1994 and 
1995 will not apply to primary care services, resulting in relatively 
higher payments for primary care services; 

the separate •expenditure target rate of growth for primary care 
services" called for in this section has been enacted in OBRA 93. The 
separate target will eventually result in higher fee increases for primary 
care services. An arbitrarily higher target for primary care is · 
unnecessary; 

the physician overhead component of the RBRVS was reduced in relative. 
value by OBRA 93, increasing the overhead reimbursement for primary 
care services relative to other services. llliS is already working on a 
methodology for basing overhead payments on actual resources used. 
The FY94 President's Budget proposed that this methodology would be 
implemented by 1997. 

• The Administration and Congress have already created incentives for primary 
care by drastically altering Medicare physician payment. The other proposals 
in this section (increasing payments for office visits and bonus payments to 
primary care physicians in Health Professional Shortage Areas) should also be 
advanced as Medicare reform proposals, not health care reform proposals. 
Medicare should no( be in the vanguard of health reform, but should take 

. advantage of and build on the successful policies implemented by the health 
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alliances. The entire section on Medicare physician payment changes is either 
premature or outdated, and should therefore be deleted. 

• The report, instead, should make the point that managed care plans are the best 
friends of primary care. It is HMOs and other organizational arrangements that · 
have historically valued primary care relative to specialty care-- the report's 
chapter should be built more around this tJ:teme. Medicare payment policies 
can and should build on integrated networks of care. For example~ bonuses 
should revolve around use of primary care case managers in HMOs or some 
adjustment to the AAPCC payment. Continued tinkering with fee-for-service 
bonuses to physicians will only encourage fee-for-service style of medicine 
which could be both fragmented and volume-driven, placing increased risk on 

Federal outlays. 

'If one end result of health reform is a much broader application of managed 
care, the demand for primary care physicians should increase. Why wouldn't 

. this market response encourage more medical students to enter primary care, as 
well as practicing specialists to change over to p~mary care? 

I : 

Specific Comments 

• Page 130, the draft outlines an approach that would pay teaching hospitals 
which are required to reduce their residency training positions at a rate of 
150% of the national average for direct medical edueation payments. In 
essence, these transition payments would reward non-performers more than 
performers and establish perverse incentives for non-compliance. 

• Page 131, use of the word "appropriation" is confusing. Does this suggest that 
the Federal government would appropriate $6 billion or is this what the balance 

ofresidency training fund would be? 

• It is not clear who would collect the revenue raised from the premium tap on 
the insurers and on Medicare. · It is also not clear what body would administer 

this fund. 

• The draft does not specifically state how much it would cost to administer the 
. fund, as well.as the new system for determining the distribution of residencies. 
It is not clear whether these costs have been taken into account. 
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• . , Page 131 , the draft also does not specify the amount. or the source of financing 
for the transition payments mentioned. It is not clear whether these cos~ have . 
been taken into account. 

• Pages 132-135, the section on "other workforce related programs" discuss 
expansion_.of existing health professions curriculum assistance grants. The 
draft, however, makes no reference to the current investment of $270 million in 
these programs, why additional investmeot in these programs is warranted, and 
what the· net effect of the additional investment. 

• The investment in "other workforce related programs" essentially builds on 
existing health professions programs. However, many of these existing 
programs have not had much effect in achieving desired policy goals. Could 
some of these expansions be funded by downsizing low-priority health 
professions programs? 

• An alternative approach would take advantage of changes in physician . 
employment market within the context of health reform and build off of the 
retraining proposal contained on page 131. Health reform's emphasis on 
managed care settings will increase the demand for primary care physicians, 
and reduce the demand for specialist physicians. As health reform takes hold, 
an increasing number of physicians currently practicing subspecialties will have . 
to be retrained to practice primary care. . 

• Rather than continue Federal subsidies for training medical students, this 
alternative would phase-out Medicare GME payments overall and allocate a 
portion of Medicare GME funds on sharing the cost of retraining specialists for 

· primary care work with HMOs and other managed care providers. Retraining 
physicians would provide a much shorter "pipeline" - already practicing. 
physicians would not need the same basic medical training that a medical 
student receives. Channeling funds for retraining through HMOs and other 
managed care providers would enable HMOs to determine who to retrain and 
extent and nature of retraining. Federal cost sharing would decline as 
specialists gradually met the need for primary care physicians. liMO's and 
other providers would have to pay back a portion of the Federal cost sharing if 
specialists did not stay in primary care for at least five years. 

Chapter 18: Academic Health Centers 

• The draft states that Medicare payments and a surcharge on private health 
premiums would flow into a pool to support academic health centers. The 
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analytic justification for this separate funds flow has not been identified, nor is 
the size of the fund made explicit. Is this in addition to other' GME & premium 
funds? What is the total burdenof these •taps~? Is the total dollar flow 
necessary for the level of academic health ·centers· needed? Aside from this tap, 
how much increased· funds will be flowing to such health centers through 
increased reimbursementS due to universal coverage and due to some 
exJ)erimental treatment expenses being covered through the benefit package? 

. Would any additional tap be required? · 

The draft would create a separate set of grants to encourage· people. to have 
access to academic health centers. Is this necessary, given increased 
reimbursements, benefit plan coverages, the proposed pool, and existing Nnl 
grants -- and the access initiatives described in another chapter? If access 

.. assistance is necessary for these specific type of centers, it should be part of a 
single assistance package coordinated by the access initiative described 
elsewhere. 

. . . 

• The document states that plans will be required to provide coverage for routine 
patient care associated with approved clinical trials. This could be a 
disproportionate burden to plans, depending upon the relative number of 
individuals enrolled in trials. ·Trials tend not to be randomly allocated across 
areas and providers, but often concentrated in areas in large research 
institutions and academic medical centers. 

· Secondly, plans could discourage patients to either not enroll in trials or else 
encourage them to disenroll from plans if there was such a burden. This would 

. have the effect of discouraging over time. good clinical trial activity. 

• There is little or no discussion about rebuilding rural academic health centers. 
Good empirical evidence to· date indicates that rural centers tend to be an 

· effective approach for attracting and retaining a rural workforce of medical 
professionals. 

Chapter 19: Health Research Initiatives 

• . Page 140-142 lists many, many areas 'of research interest, implying that all of 
·them will receive additional funding. Text should be modified to present the 
items on the list as illustrating the ~ of areas in which investments could be 
made. 
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• The draft states that an additional $1.5 billion would be used for "prevention" 
research. Nlli will spend about $2.6 billion (roughly 25%) of its total $10.8· 
billion FY94 budget on research which can be labeled "prevention-related". It 
·is not cleat whether more of this type of research would help Health Reform 
accomplish its goals. H desired, "prevention" research could be made a higher 
priority within Nlli or within PHS' total FY95 planning ceiling, which would 
not require additional discretionary financing. · 

• · Page 146 lists· specific agencies which would assume responsibility for research 
on the impact of health care reform. The document states that AHCPR and 
HCFA/ORD will take the administrative leads in developing new research and 
demonstration initiatives. The document should note the DOL's contribution 
and importance in future activity related to employment-based health insurance. 
Secondly,· HHS/ ASPE, and OMB have played critical roles in developing and 
guiding longer-terril strategies in these areas, and should continue to do so. 

· Finally, this is not consistent with the chapter on the National Health Board, 
which assigns ultimate responsibility for determining such details with the 
Board. · , · 

Chapter 20: Public Health Initiatives 

• Public Health Service programs: Jn general, many current Public Health 
Service programs are "gap fillers," providing services to groups not currently 
covered by comprehensive health service benefits. These benefits include 
mental health and substance al5use services, immunizations, prevention, breast 
cancer screening, community health centers, etc. These services are included 
in the standard benefits package, and therefore the full array of PHS programs . 
are no longer necessary. 

Rather than phasing-down these benefits, PHS assumes full continuation of 
current funding levels, as well as expansion of these PHS duplicative benefits 
·by another $3 billion per year. · · 

These increased Federal health costs are unnecessary and wasteful. These 
funding levels and programs undermine the objective of health reform --- to 
lower cost, consolidate disparate delivery mechanisms, and improve quality and 
access. 

• The chapter is written as if public health will continue to be separate from the 
rest of the reformed health system. This would simply perpetuate the 1930's 
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model of public health - a two-tiered system. Re-drafting this section to talk 
about public health as integrated into a reformed health system should be . . 
considered. 

• This section calls for the creation of series of new state formula grants for a 
variety of functions already supported by the Federal government and state 
public health departments. It is unclear why such additional support for state 
public health departments would be needed within the context of the reforms 
mentioned in the other sections of the document. 

• The document refers to "core" public health functions, which seems to protect 
activities that might no longer be essential within the context of a reformed 
health system. 

• Pages 149-152 describe a new block grant that states could use for any ofthe 
"essential functions" outlined in the draft. However, the draft seems to ignore 
current Federal assistance provided to states for many of these same activities. 
Since most of these responsibilities are not new, why is additional funding 
required? 

• Several of the core functions described on pages 149-152 appear ·to duplicate 
investments that would be made elsewhere, including assistance of underserved 
populations, health data collection and outcomes monitoring, training and 
education, and quality assurance. It is not clear-how funds provided through 
these grants relate. with grantS described in other seetions of the document. 

Chapter 21: Long-Term Care 

• ClarifY the relationship between expanded home and communit}r-based service . 
· program and Medicaid. Previous information indicated that this new program 

would be completely independent of Medicaid hom~ and community-based 
services .. The program had been described as wholly Federally funded; In 
contrast, this chapter describes funding for the program as a Federal/state 
match with the state contribution set roughly equal to current state Medicaid 
spending on the severely disabled. This· new information raises several issues: 

Are Medicaid long-tenn care services for the non-institutionalized to be 
pulled into this program? If so, a significant cost-shift from Medicaid to 
the new program should be accounted for in our scoring tables. 
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Many individuals currently receiving Medicaid home and community
based care mat not qualify for services under the more stringent 
disability determination standards of the new program. Will these 
individuals continue to receive services from Medicaid; and if so,- should 
this situation be accounted for when calculating the State contribution 
towards the new pro~? 

The non-cash Medicaid home.and community-based care recipients will · 
be moved into health alliances where, presumably, they will no longer 
receive such services. Should costs for these individuals be counted 
towards the State match? 

Will the same rates be paid for both Medicaid and non-Medicaid 
recipients? If Medicaid rates are increased, the resulting fiscal impact 
should be scored. If providers are paid lower rates for services to 
Medicaid recipients, how will the distinction be handled in an 
otherwise "non-means-tested" program? 

Alternatively,. if current Medicaid home and community-based services 
are not supplanted by the new program, State spending for these services 
will double under the match formula. 

• Medicare beneficiaries' premium. The chapter indicates that Medicare 
beneficiaries will pay a premium of $20 dollars per month to help finance the 
new home and community-based service program. At .recent health care 
refonn meetings, IDIS policy officials appeared to indicate that Medicare . 
beneficiaries will not pay this· premium. The latest budget impact tables are 
based upon a $10 dollars per month premium. The final draft should reflect the . 
President's decision on this issue. 

• "Cash-only" rule. Recent policy documents and discussions have referred to 
the residual Medicaid program as available only to cash recipients. This draft 
makes it clear that Medicaid will retain and expand eligibility for non-eash 
institutional recipients through more liberal spend-down programs. References 
to the Medicaid program should specify that the "cash-only" eligibility rules do 
not apply to institutional care. In addition, eliminating Medicaid long-term care 

. services for non-cash recipients who are disabled but who do not meet. the 3-
ADL standard could create political problems. 
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• Transfer-of-asset and estate recovery proposals. OBRA 93 provisions regarding 
transfers of assets and estate recovery overlap with many of the proposals 
advanced in this chapter. OBRA 93 has already made the following changes: 

estate recovery programs are now required in all States; 

consecutive (rather than concurrent) penalties are required for transfers 
of assets; 

transfer-of-asset penalties now apply to many transfers of 
income; and 

the lookback period for transfers of assets has been increased from 30 
months under previous law to 50 months for trusts and 36 months for all 
other transfers; 

capping transfers of assets to an institutionalized patient's spouse was 
proposed during OBRA 93, where the provision met stiff Congressional 
resistance and was elim1nated from the bill; and 

the proposal to protect additional assets for purchasers of long-term 
care insurance does not address the OBRA 93 provision making such . 
assets subject to estate recovery. These assets may not be recovered in 
five "grandfathered" states. Nevertheless, individuals in most states are 
now unlikely to purchase long-term care insurance in order to protect 
their assets. · 

• · Demonstration study of acute and long-term care integration: The proposed 
demonstration could overlap significantly with current HCFA demonstrations 
involving social HMOs (SIHMOs) and On Lok or PACE projects. While the 
proposed demonstration may be more comprehensive in sc6pe, differences 
betWeen it and current projects should be specified in order to avoid duplicative 
efforts. . . 

• Quality and utilization control: Expanding home and community-based services 
raises a host of related concerns. -The recent explosion in Medicare home 
health spending indicates the potential for abuse and overutilization in this area. 
Issues to consider include: 

Who will be allowed to provide these services? 
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What, if any, medical authorization will be required before the 
goveriunent pays for these services? 

Will there· be limits on the amount of services individuals may 
receive?· 

Will there be any utiliz.ation.review? 

How will quality care be defined and assured? 

• Cash payments to individuals: Aceording to this chapter, the new home and 
. community-based service program will permit States to make cash payments to 
disabled individuals. Direct cash payments may create a moral hazard problem, 
reduce govemn1ent control over quality of care, and significantly increase 
program participation . 

. • The Federal match rate formula for home and community-based program will· 
treat states inequitably. Spending for non-institutional, long-term care varies 
greatly from state to state. For example, New York alone accounts for more 
than 70% of all Medicaid personal care spending. Basing the Federal matching 

. rate on current state spending creates a bonus for states like New York while 
penalizing states that have not been big spenders in this area. 

• Fis'cal impact of eligibility expansions for institutional care. Liberalization of 
the financial eligibility standards for institutional· coverage may significantly 
increase Medicaid costs. All states would be required to establish medically · 
needy programs for institutionalized patients. Currently, 15 states do not have 
such programs. In addition, single individuals with up to $12,000 in assets will 
be eligible for Medicaid. The current asset standard is $2,000 in most states. 
These changes will make more individuals eligible for Medicaid coverage 
sooner, thus increasing Medicaid costs. The resulting costs should be taken 
into account when projecting the Medicaid baseline, especially in·light of the · 
entitlement caps requirement and global budget targets. 

• Why is the tax incentive limited to individuals with disabilities who work? 
Why not all individuals with disabilities? Advocates for individuals with 
disabilities will argue that all individuals with disabilities who can work want to 
work but have great difficulty finding jobs. They will argue that if the goal of 
this policy is to encourage individuals with disabilities to get jobs, it is 
unnecessary; they want jobs. If the goal of this policy is to help individuals 
with disabilities afford the services they need to live independently, the policy 
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How will fraud investigations be coordinated with quality assurance 
. activities? · Will case-by-case quality review be used in abuse . 

investigations? There may be some question whether the same evidence · 
can be used for two very different purposes. 

The text mentions that funding for enforcement activities will be 
"supplemented" by monies and assets recovered or confiscated by 
successful fraud· and ·abuse prosecutions. In which agency will funding 
for implementation and regular operations originate? Will law 
enforcement agencies receive funding from the alliances (i.e., from 
premiums) or will general funds at all levels be diverted or increased to 
support enforcement activities? 

• Will an exception on self referral for rural areas be allowed? If so, the 
conditions and back-up alliance monitoring mechanisms should be specified. · 

Chapter 25: Programs for the Underserved 

• The draft outlines steps to continue Federal subsidies to selected classes of 
providers in underserved communities (i.e., community health centers, health 
care for the homeless centers, family planning clinics, and others). Through an 
"essential community provider" designation, the draft would also give these 
providers competitive financial advantages in serving underserved communities. 
These efforts could dis.courage other plans and providers from expanding into. 
underserved communities. Maintenance of a two-tiered system would seem to 
undermine some of the overall goals of health reform. 

Chapter 26: Medicare. 

• Medicare is kept virtually intact in the health reform plan, except for the 
prescription drug addition. Cost-"effective innovations in service delivery will .· 
be incorporated into ~e Medicare program over time, but the consensus is 

. clearly to have Medicare remain a follower, not' a leader/experimenter, in 
health reform. There is plenty of room for reform within the Medicare 
. program itself, but there is also awareness that reform with the elderly and 
disabled populations should proceed prudently. 

• The status of working Medicare-"eligible beneficiaries is not clear in this 
chapter. We understand that the plan assumes $59 billion in federal saving·s 
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(from 1996-2000) from workers who would get primary coverage through their 
employers. This raises the following questions: 

Does the mandate apply to employers of Medicare eligibles, or is 
employment sponsored insurance merely a mandated option for Medicare 
~~k~ . 

Does the mandate apply to the cohort of working aged in corporate . 
alliances? · 

Suppose both spouses are Medicare beneficiaries, and only one works. 
Does the mandate force the worker/employer to buy a couples policy or 

a single? 

If a Medicare beneficiary is married to a non-Medicare worker, does the 
worker/employer have to buy a couples policy or could they decide to 
purchase only a single plan? 

State Integration 

• HHS position: "If only an enhanced benefit package is offered, the cost to the 
beneficiary still can be no greater than under traditional Medicare. 

11 

• Suggested revision: "If only an -enhanced package is offered, .the cost to the 
federal government and the beneficiary still can be no greater than under 
traditional Medicare." · · 

Assurances 

• Current position: II Savings accruing to the state are shared with the federal 
government and/or Medicare beneficiaries (savings may be used to reduce the 
Medicare Part B premium in the state.)" 

• Suggested revision: . strike language regarding giveback to beneficiaries, 
particularly mentioning the Part B premium. If a giveback is allowed, let the 
state decide how. If the Medicare beneficiaries cost less than expected, the 
savings should not be applied to "rewarding" the beneficiaries. The following 
year's ·lower premium:estimates should be sufficient. 

Cost sharing 
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e Current position: the annual· deductible amount is set at a variable rate to 
assure that the same number of beneficiaries meet the deductible each year as 
during the first year of coverage. 

• Suggested revision: the deductible ~hould be adjusted so that the same 
percentage (emphasis· added) of beneficiaries .meet the deductible each year as . 
during the first year of coverage. This accounts for absolute beneficiary 
growth~ 

Prescription Dru&s 

• Single-pricin&. The Medicare drug policy includes a rebate-provision, 
specifically tied to the ratio of average wholesale and retail prices. Medicaid 
has long had a "best price" drug price rebates. Extending the forced rebate to a 
larger portion of the market threatens cost shifting. This could then have the 
perverse effect of eroding large hospital and HMO discounts, especiaily if · 
furtheractions (e.g., "single price" policies) are put into place to protect retail 
pharmacists, as was once part of the short-term cost control strategy. 

Chapter 27: Medicaid 

• State flexibility. State-option Medicaid benefits seem to be frozen not just for 
purposes of maintenance of effort, but the specific benefits that are covered. 
This is not only a change from current policy, but seems to run contrary to 
State flexibility and the desire to have states develop and run more efficient 
health care systems. Even if the decision was made to avoid political 
opposition, perhaps we could have a time in the future when states could again 
determine what optional benefits are provided. Such a time frame could 
coincide with the expanded benefits in the year 2000. This does not have to be 
tied to maintenance of effort. States could be required to redirect the funding 
for other health care purposes. 

• Eligibility. the description. implies that both cash and non"'cash Medicaid 
· recipients would be enrolled in· Alliance health plans and that Medicaid would 
be responsible for paying specially-determined capitated payments to plans on 
their behalf. This is inconsistent with our understanding that rion~cash 
recipients would no longer be eligible for Medicaid and would enroll in 
Alliance health plans at the going rate with Federal low-income subsidies, if 
eligible. Whether non-cash recipients are "in" or "out" affects the computation 
of the State maintenance-of-effort requirement, the costs of low-income 
subsidies, and whether to include a Medicaid savings offset associated with 
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switching these individuals from Medicaid to the low-income subsidy payment 
stream. 

• Many individuals, particularly pregnant women and children, gain and lose 
Medicaid. eligibility frequently. How will the Alliances assure smooth 
transitions between payments from employers, Medicaid, and Federal low
income subsidies? 

• Apparently, Medicaid recipients could choose any Alliance plan, but would be . 
charged if they chose a plan costing more than the weighted-average premium. 

· Will Medicaid recipients receive a •refund" if they choose a plan that is 
cheaper than the weighted-average premium? 

, • State-by-State variation and wraparound coverage. According to the plan, 
Medicaid will function a8 a secondary payer, providing wrap-around coverage 
for Medicaid recipients. Many potential wraparound services are optional. 
States differ dramatically in what kinds of optional services they offer and in 
the amount, ·duration, and scope of mandatory services they provide. Will the 
wrap-around package vary State-by-State, depending on the mix of services . 
each State now provides? Can States alter the wrap-around package? Will 
non-cash recipients receive any wraparound services, post-reform? If so, don't 
they then have to maintain a •dual" eligibility within the Medicaid program? 

• Will wraparound services be funded as Medicaid is now, i.e., a Federal/State 
matching arrangement? Will States or Alliances be responsible for coordinating 
the delivery of wrap-around services? · 

• As noted above, Medicaid recipients gain and lose eligibility frequently. How 
will the States or Alliances that coordinate wrap-:around services accommodate 
a continuing changing eligible population? 

• Under the plan, would Medicaid continue to finance the Medicare cost-sharing 
expenses of Qualified Medicare Beneficiaries now covered by Medicaid? 

• There is an apparent inconsistency between the global budget and maintenance
of-effort requirements. Under the global budget; States can spend no more for 
Medicaid capita ted payments to plans than 95% of each State's historic per 
capita spending for services in the benefit package multiplied by the number of 
recipients enrolled. Under the maintenance-of-effort requirement, States must 
spend at least 100% of what they used to spend under Medicaid for these 
services. If Medicaid enrollment stays constant, the level of State spending 
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required for maintenance-of-effort would exceed a State's global budget 

expenditure limit. 

• Do the maintenance-of-effort and global budget requirements include 
disproportionate share hospital expenditures? 

• Provider tax limitations. If the match rate system is retained, States will 
continue to have an incentive to generate Federal funds through "costless 
spending" programs involving provider taxes. Current provider tax limitations 
may need to be reviewed to maintain the integrity of the State-Feder81 financing 
relationship. Existing limitations were created to apply to the taxing arid 

. reimbursing of numerous providers, rather than a small number of plans. 

Chapter ·28: Government Programs 

• 

Department of Defense ' 

It is not sufficiently clear that DoD beneficiaries cannot obtain health care . 
coverage from both a health alliance and from DoD. It is critical to controlling 
costs that individuals choose a single plan (either a DoD plan or a health 
alliance plan) for all of their health care coverage. The VA section (on page 
215) makes explicit that an individual may receive health care coverage under 
only one plan. DoD should do the same either on pages ·13 to 15 or on page 

213 under eligibility. 

• . Is the intent to give Alliances real power to certify or refuse to certify D<;>D and 
VA plans? . The requirements of the plans and the latitude given Alliances in 
certifying allowable plans should be made very clear. 

• ·The word "centers" in paragraph 2 on page 212 should be changed to "care". 
There is no debate that DoD must be ready to provide necessary medical care 
for contingency operations. It is less clear that DoD needs to maintain large 
numbers of expensive medical centers in peacetime. · 

• In the second paragraph under "Appropriations and Reimbursement" the word 
· "since" should be changed to "prior to". (p.213) DoD's intention is to protect 

current beneficiaries, not necessarily future beneficiaries, from any increase in 
costs. As wri~en, the proposal could be very expensive. 
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• On page 213, add "Title 10 of the United States Code" after "described in" in 
the first paragraph, and after the word "under" in the fourth paragraph. 

• DoD currently spends an estimated $1.3 billion to provide medical care to 
Medicare beneficiaries. Most of these costs would be shifted to Medicare 
under the proposal. In order to ·control total health care costs and limit the 
·DoD incentive to provide a richer than national reform health care benefit, we . 
could impose conditions that would limit Medicare payment to circumstances in 

which: 

-- Medicare beneficiaries pay at least the minimum premium and cost 
share they would pay in a private health alliance; and 

-- benefit levels are the same as the standard benefit package; and 

-~ DoD costs, as certified by either l:lliS, OMB, or GAO, do not ex~ 
the costs of local health alliance plans. · 

Veterans Administration 

Start-Up Costs: 

• The plan would establish a revolving fund to provide seed .money to VA 
facilities through a one-time appropriation. The seed money would have to be 
paid back by the borrowing facilities, with interest, over several years. 

• · · This proposal implies that ·v A will need a substantial funding increase because 
of health reform. In the current budget guidance, VA Medical Care is not 
treated as a priority program. In fact, it is currently funded significantly below 
what the VA will likely request. The proposed revolving fund could set the 
stage for VA's requested increase in FY 1995- expected to be $2 billion over 

· FY 1994. 

• If the one-time appropriation, which is likley to be substantial, is scored as 
discretionary it will crowd out other discretionary priorities under the "hard . 

freeze" budget caps. 

Global Budge4: 

• It is not clear whether VA would be included in global budget targets. IF VA 
is permitted to compete within health alliances, then the VA spending should be 
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included in global budgets. OtherwiSe, VA would not be subject to the same 
level. of oversight and pressures for efficiency as its competitors in the allianCe. 

Exemptions for VA plans: 

• The draft states that VA facilities participating in the health alliance must live 
by the alliance rules, except when the rules are in conflict with laws governing 
the VA system (Title 38). · 

• This gives the VA a wide loophole for circumventing reform requirements 
(e.g., global budgets, providing data for quality management, following rules 
for enrollment). · 

• VA should not have exemptions to the rules of the health alliance if they are to 
com~te on a level playing field under health reform. · 

Indian Health Service 

. • As described, the proposal is significantly broader (at least $3 billion per 
annum in additional resources just for IHS) than the estimates provided to Bob 
Anderson (roughly $3 billion per annum in additional. resources for all public 
health functions in the first year of reform). 

• Duplicate coverage: Current direct Federal coverage through lliS is continued, 
as well as an employer mandate. Should not working rn:s eligibles choose 
either employment sponsored insurance or IHS but not both, as VA and DoD 
eligibles are forced to do? 

• Duplicate funding: Current direct Federal appropriation, plus added 
appropriations, plus premium collections, plus reimbursements for services. 
Multiple, over-lapping financing sources for "each individual. 

' 
· • Open-ended entitlement: Removing Anti-Deficiency Act requirements from 

lliS, while keeping IHS a Federal agency, allows lliS to obligate current and 
future funds irrespective of annual appropriations or revenue, and which the 
Federal Government would be required to finance. Essentially, this creates a 
separate Indian Health entitlement program. Current budget estimates do not 

· take this effect into account. 

• Removes current eligibility rules (p. 218). Traditionally, lliS has provided 
health care only to American Indians and Alaska Natives living "on or near" 
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. reservations. These rural Indian populations have limited access to medical 
. care, and lliS was designed to fill that role. Urban Indians have access to the 
same.health care as any other American. By removing current eligibilitY rules, 
IHS expands its eligible poptilation from roughly 1 million to 2.2 million 
American Indians and Alaska Natives, urban and rural. Further, this puts lliS 
in the business of providing direct care in urban areas, which is both 
unnecessary and wasteful. 

(Note: the He8Ith Refonn Work Group 16A did discuss building brand
new lliS hospitals and clinics throughout the country, including large 
"Indian medical centers. • Removing current eligibility restrictions, and · 
creating an open-ended lliS entitlement, seems to be heading in this 
direction.) 

• Creating specific organizational positions in this document borders on excessive 
micromanagement, e.g., creation of a titular Assistant Secretary for Indian 
Affairs with no line· authority. 

Questions 

• The package states that tribal employers are exempt from the national employer 
mandate. However, the term "Tribal" is not defined. Can any employer 
become a tribal employer by moving to a reservation? Why should tribal 
employers be treated differently from any other employers? · 

• Are IHS facilities capped under the global budget? What mechanism to control 
costs exist for IHS, since lliS is outside of the Health Alliance structure? 

· Federal Employees Health Benefits 

• In the last paragraph before the heading "Eligibility" ·regarding enrollees . 
moving, add a new second sentence: "For those moving in the· opposite 
direction, the reverse is true." 

• The last point on page 220 reads: "Annuitants will be held harmless." It is not 
clear what this means for annuitants under age 65, both current and future. If 
the policy is for government to continue paying the employer share for such 
annuitants until they reach Medicare eligibility at 65, the text should say so 
explicitly. 
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o Under the "Transition" section: last paragraph, last sentence calls for 
automatically enrolling people from terminated plans in the Standard Option of 
the government-wide Service Benefit Plan. · This assumes that Service Benefit 
Plan will continue to be available everywhere during the transition. Add: ", or 
the most comparable plan available, as determined by OPM." 

• Under "Contributions during Transition" the first statement should be restated 
as: "During the phase-out-period, the employer contribution continues at the 
level provided by current law, II .The modification is to the end of the 
statement. This reflects action in 1993 Reconciliation legislation which made a 
small change in the outyears to the "Big 6" formula that determines the 
government share of the FEHB premium. · 

• Under "Employee Health Benefits Fund:" What happens if reserves are not 
sufficient to pay the remaining claims after old plans close out? Does the 
Federal government then bear all the risk as the employer, or are remaining 
plans assessed? If the Federal government has to bear all the risk, it would 

. seem consistent to allow the Federal government to claim all remaining 
resources -- the enrollees contributed to their health insurance for a specified 
.period, and they were covered for that period. · 

Chapter 29: Transition 

Financial 

• States that expedite implementation of the plan would receive some type of 
relief from the Medicaid maintenance-of-effort requirement. Given that States . 

. will be required to pay their current share of Medicaid costs when Medicaid 
. recipients are enrolled into Alliances, how could a change in the maintenance
of-effort requirement reduce States' expenditures? There is either a 
contradiction in the policy; or some share of assumed maintenance-of-effort 
should be discounted when prieing the package. 

• Medicaid maintenance of effort specifies current levels of financial support 
from the States. For what year do these current levels refer? Do the current 
leveis remain constant or are they adjusted (e.g., for inflation, changes in 
population that would have been Medicaid-eligible) over time? 

• States are required to match Federal financial support .. Is the match dollar-for.:. 

dollar or at some other rate? 
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Timin~ · 

e Rulemaking (p.225): The use· of interim final rules is likely to impose large 
costs because it forces immediate compliance while -leaving open the possibility 
of changes between the interim final rule and the final rule. Such changes 
would likely require costly changes in contractual arrangements. Delays 
-between interim final rules and final rules tend to raise the costs of such 
~hanges. 

• The lack of court authority over the implementation of interim final rules may 
· be viewed as an affront and result in increased lawsuits rather than decreased 
lawsuits. Since the Board is not required by the Statute to implement final 
rules by a particular date, and may be sued only after failing to implement final 
rules without "unreasonable delay", the effect of this clause is to delay court 
action for a period of years, but not to prevent it. Such delays raise · 
compliance costs, by prolonging the uncertainty about how to comply with 
regulations. An inelegant solution would be to require that the final· rules be 
issu~ by a particular deadline. 

• Current: "States that do not begin implementation by January 1, 1995 enter the 
new health care system either on January 1, 1996." 

• Question: What is the assumed alternative to January 1, 1996? 

• Current: "Relief from short-term cost controls imposed as part of the transition 

to reform." 

• Suggested revision: If short-term controls are off the table now, a different 
fonn of incentive must be found to replace this relief. 

• Corporate alliances are given the option to join regional alliances after health 
reform is implemented in all States. Are there any restrictions on this option? 
Is this an open-ended option? Are there penalties or incentives for early or late 
enrollment in the regional alliance by a corporate alliance? 

• The concept of "group credibility" is not defined and, because the concept is 
not in common use, is not clear. 
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• In the phrase, "the pool is voluntary" -Voluntary for whom?· If the pool is 
voluntary for insurers' participation, it appears to contradict the previous · 
paragraph reg~ding insurer assessments. If enrollment is voluntary _by 
individuals seeking health insurance, this should be stated more clearly. 

• . In the phrase, "[the pool]operates under traditional insurance rating methods" -' 
- "Traditional" rating methods would appear to includerating based on claims 
experience. However, the next ·sentence suggests that only age, gender, and 
place of residence can be used as rating factors. This should be stated more 

·clearly .. 

• How do the phrases "first year; "second year; and "until full implementation" 
relate to January 1, 1995; January 1, 1996; etc.? 
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; ( DEPARTMENT OF THE TREASURY 
WASHINGTON 

EXECUTIVE SUMMARY 
Treasury Department Comments on the 

8-6-93 Draft Health Reform Plan 

Outlined below are the major comments and recommendations 
which the Treasury Department would like to offer regarding the 
August 6, i993 draft health reform plan. Review and analysis of 
the modifications provided to the Secretary on September 8 is 
underway and additional comments and recommendations will be 
forwarded as soon as they are completed. 

General Comments 

I. The Treasury Department understands that under the plan,· 
the Federal government would assume responsibility for 
guaranteeing new benefits but would delegate control over. 
spending to other non-Federal entities. Further discussion of 
this issue is recommended. 

II. We recommend that before it is made public, the health 
reform proposal be subjected .to rigorous internal cost estimates· 
and budgetary review. 

III. We recommend that, because it is central to the cost 
containment strategy of the proposal, special care be taken in 
the development of the legislative language relating to the 
global budget. 

IV .. The Tr~asury Department is concerned that the.regional 
alliances may not be able to manage successfully the wide array 
of responsibilities which they have been assigned under this 
proposal. In particular, the Department recommends clarification 
of the relationship between the regional alliances and the State 
and Federal governments. 

V. The Treasury. Department recommends that, in order to· 
preserve the capacity of the President to modify the plan if it 
becomes necessary to do so, ·the scope of the benefits package be 
reduced, or phased-in over a longer period of time. 

Economic Impact of Health Reform Plan 

Treasury believes that, instead of abruptly reducing the 
percent of gross domestic product devoted to purchase of health 
care, a more measured cost-containment strategy be followed which 
would have the rate of growth of private and public spending 
decline gradually, over the next five years, to a long-run 

·target. 
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Budget Issues 

Cost projections the budgetary impact of health reform are 
highly sensitive to the underlying economic assumptions used in 
the estimating process. The Federal budget.tables do not yet 
include the impact of all provisions. The Treasury Department 
recommends that publication of the final. report. be deferred until 
the estimates are complete. 

Revenue Issues 

I. Premium and provider assessments -- Many of the premium 
and provider contributions are referred to as surcharges and 
assessments. Treasury recommends .combining, redesigning or 
dropping some of these provisions to ensure that they are not 
mischaracterized as revenues. · 

II. Tax cap -- Further information about specific features of 
the tax cap will be required in order to design the final 
provision. 

III. Assessments on providers and insurers-- In order.to 
develop the legislation which is critica~ to the successful 
enforcement of the global budget, the Treasury Department will' 
need additional detailed information about how these assessments 
will be determined and administered. The Department also 
recommends redesigning certain features of the underlying policy 
to ensure that ef.ficient plans are not unjustly penalized. 

IV. Long term care insurance -- The Department recommends that 
the long term~ care section of this plan incorporate provisions. 
included in legislation introduced by the Secretary and a 

·bipartisan group of cosponsors during the last Congress. The 
Department recommends further that there be included in this 
proposal provisions dealing with the tax treatment of accelerated 
death. benefits. 

V. Retiree health issues The availability of inexpensive, 
guaranteed health insurance could have a profound impact on the 
decision of whether and when to retire. It might also cause more 
employers·to induce early retirement. This, in turn, could have 
substantial Federal budgetary effects and could impact other 
Federal policies and programs. To our knowledge, these effects 
have not been thoroughly explored or their impact on the 
workforce and on the Federal budget estimated. · For these 
reasons, we strongly recommend that the proposal to provide 
government-paid health benefits for all retirees aged 55-64 be 
deleted from the plan. · 

VI. Subsidies -- To a significant extent, the success of the. 
Administration's health reform plan rests on whether it contains 
a subsidy proposal which is workable. Therefore, we recommend 
that the final subsidy proposal be reviewed by all relevant 
members of the National Economic Council. 
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Internal Revenue Service 

. The-Internal Revenue Service has identified several 
significant administrative and operational issues that relate to 
systems needs, compliance and enforcement, and the design and 
implementation of the plan. It should be noted that the IRS 
comments treat these issues generically, and do not assume that 

·the Service would-have a-prominent role in implementing the new 
heal_th care system. 

Erisa Issues 

An issue of particular concern to large employers and 
organized labor will be whether to. allow states to apply taxes to 
corporate alliances .. Treasury recommends that the plan not 
include such authority for States. 

·- Inter-alliance Health Security Fund 

While we understand that the Inter-alliance health 
_security fund may have been deleted from re·cent drafts of the 
health plan, these comments are offered in case our information 
is not accurate. 

Further refinement of the prov1s1ons that detail the 
management of the TrustFund and investment of its holdings is 
needed. In addition, it is important to include in the enabling 
legislation a provision to remove the ability of the FDIC to 
abrogate any collateralization agreements established at banks 
through which employer and employee eontributions are _ 
transmitted. Failure to do so could result in financial loss to 
the Fund. 

Miscellaneous 

_ The Treasury Department recommends that further work be 
done -- at least demonstration projects -- to upgrade provider 
reimbursement levels under the Medicaid program. We are 
concerned that lack of parity in reimbursement could impact the 
quality of care provided low income individuals and families. 

Finally, while recognizing the importance of 
restraining growth in all health care spending, the Treasury 
Department ·is concerned that the rate setting proposal to be 
applied to the fee-for-service sector is heavily regulatory and 
may be difficult for States to administer. We recommend caution 
in this area. 
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DEPARTMENT OF THE TREASURY 

SECRETARY OF THE TREASURY 

Mrs. Hillary Clinton 
The White House. 

·.-Washington, DC 20500 

Dear Hillary: 

WASHINGTON, D.C. 

September 13, 1993 

I want·to thank you for providing me the opportunity to review 
the draft health plan and for your request that the Department of 
the Treasury comment on the proposal. The enclosed.memorandum 
and the· page-by-page comments highlight those issues that the 
Department believes may warrant further consideration. I hope 
you will find these comments helpful both in refining the draft 
and as a means of identifying issues we believe may·be raised in 
later debate over the plan. ' 

As we discussed last week, I •believe that fundamental reform ·of 
the nation's health care system is long overdue. It is simply 
unacceptable to be spending more than 14 percent of our gross 
national product on health care whiie at the same time failing to 
insure all of our citizens and falling short of other developed 
countries on a whole host of health indicators such as infant 
mortality rates. 

In Bill Clinton we have a leader who is willing to take on this 
very difficult but critical challenge. There is no issue more 
important t0 the economic wellbeing of this nation than reform of 
its health care system. 

Your willingness to develop for the President and the American· 
people a bold and innovative.proposal is not just unprecedented. 
It is a testament to your skill at blending strong policy 
analysis with concern for the wellbeing of the most vulnerable 
among up: children, the elderly, the disabled and others whose 
health coverage will now be secure. 

I look forward to working with you and.the President to achieve 
comprehensive reform of our health care system. · 
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MEMORANDUM FOR: 

FROM:. 

SUBJECT: 

DATE: 

THE SECRETARY OF THE TREASURY 
WASHINGTON 

The.First Lady 

Lloyd Bentsen 

Health Care Plan 

September 13, 1993 

On August 24, we received a request from Ira Magaziner, 
Senior Policy Advisor to the President, to provide the Treasury 
Department's comments on the draft Health Care Plan. This 
memorandum and the attachments [which are cross referenced to the 
policy notebook] were preparedin response to that request and 
follow the format suggested by Mr. Magaziner • s staff.· 

On behalf of the Treasury Department I would like to thank 
you .. for the opportunity to comment on the draft.plan and to 
reaffirm my standing offer of support in the development of this 
important initiative. 

GENERAL COMMENTS 

As the Health Care Plan is prepared for pre~entation to the 
Congress, there are five overarching issues which.the Treasury 
Department would like to raise. · 

·I. The Health Care Security Act creates four new Federally 
guaranteed entitlements, specifically the right of all Americans 
to a defined set of health benefits; generous subsidies for 
·individuals and.firms who are eligible on the basis of certain 
criteria; long term care for persons with functional limitations; 
and outpatient prescription drug coverage for the Medicare 
population. Throughout the plan, the Federal government is the 
ultimate guarantor in the event that others -- such as a health 
plan, an.alliance, or a State-- default. Treasury finds it 
worrisome that, having assumed responsibility for guaranteeing 
entitlement to these new benefits, the Federal government has 
delegated control over spending -- including the right to draw on 
the Federal treasury -- to other non-Federal entities. In our 
judgment, this issue deserves further. consideration in advance of 
its formal presentation to the Congress. 

I.I. We recommend that before it is made public, the health 
reform proposal be subjected to the same rigorous internal 
budgetary review applied earlier this year to the President's 
Economic Plan. 
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Because opponents of health reform are likely to attempt to 
discredit and downsize the plan on the basis of faulty cost 
estimates, we believe it is critical to e~tablish from the start 
that the Administration's budgetary assumptions and cost · 
estimates are correct. ·If the Administration's estimates are 
generally accepted, it will be possible to focus the debate where. 
we would like for it to take place -- on the important 
improvements iri coverage and portability that form the nucleus of 
the President's plan. If. the estimates are not completely 
defensible, support for the proposal will be weakened and the 
Administration's credibility on this and other initiatives will 
be undermined. 

Throughout the development of the health care plan, 
estimates have been prepared by several agencies, both.inside and 
outside the government. To date, this approach has been useful 
as it has made it possible for staff to work simultaneously on 
many different provisions of the draft. However, ·in keeping with 
longstanding practice, the official Administration estimates of 
the proposal should be prepared by the actuaries ·at the Health 
Care Financing Administration and-the Department of the Treasury. 
The Congressional Budget Office; the Joint Tax Committee,. and 
economists outside the government will look to the HCFA actuaries 
and Treasury estimators for guidance in evaluating and re
estimating the proposal. It is therefore critical that these 
agencies be responsible'for the estimates provided by the 
Administration when the plan is released. 

III. While each of us is hopeful that the success of managed 
competition, as envisioned in the draft proposal, will make it 
unnecessary to invoke the global budget, estimates of the costs 
of health care under this plan rely heavily on the effectiveness· 
of the global budget provisions. Therefore, we recommend that 
special attention be given to the development of the description 
and legislative language relating to the global budget. Since 
.the Internal Revenue Service is critical to the successful 
enforcement of the global budget, it- is important that the· 
Treasury Department participate in the development and 
legislative drafting of this portion ofthe plan. 

IV. As we have indicated on several occasions, ·the Treasury 
Department is concerned about the ability of the regional 
alliances to manage successfully the wide array of 
responsibilities which they have been assigned under the 
proposal. We are especially concerned that these newly created 
organizations may not have the expertise to handle the volume of 
~qntributions they are expected to receive from individuals and 
employers pursuant to the new Federal requirement. If the 
alliances are charged with responsibility for determining 
eligibilityof individuals and employers for subsidies under the 
plan, .the problem is further compounded. In designing the 
premium collection and subsidy pr~visions, we recommend strongly 
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that great weight be given to determining whether the alliances 
have the capacity to administer these features of the proposal. 

We are also troubled by the ambiguity of the language in the 
proposal which describes the relationship between the regional 
alliances and the State and Federal governments, including the 
National Board. Resolution of this issue is important because of 
the need for clear lines of .authority and responsibility to make 
it possible to take corrective action should an alliance be 
negligent in handling funds. 

We believe that the Treasury Department's expertise in· 
monitoring flow of funds and safeguarding the solvency of 
Federally established programs is unparalleled. We therefore 
recommend that the Department be assigned responsibility for 

·developing the provisions of the plan that define the fiscal 
responsibilities of the alliances, including those features of 
the plan that establish the authority of the State and Federal 
governments to protect premium contributions. 

V. As you know, we continue to be concerned that the scope of 
benefits included in the standard benefit package is very wide. 
While we understand and sympathize.with the .rationale for 
beginning the debate with a broadly drawn benefits'package, and 
recognize that subsidies will help, we are troubled that small 
firms and individuals who do not now have coverage will face an 
immediate and substantial cost increase. In addition, with 
enactment of this plan, a large number of employers and 
individuals who are insured will experience an increase in the 
size and cost of the benefit package which they will be required 

·to purchase. 

Although we are firm believers in universal coverage and in 
requiring employers to contribute toward the cost of insuring 
their employees, it is difficult to explain a mandate where the 
scope of benefits is considerably more generous than the Blue 
Cross/Blue Shield policy currently selected by most Federal 
workers. Moreover, we are concerned at the inequity of mandating 
broad coverage for the population under the age of 65 while 
maintaining a Medicare program for the elderly and severely 
disabled that is less comprehensive. 

In my experience, when health care legislation is 
considered in the House and Senate, expensive new benefits are 
added. With this in mind, we recommend strongly that the 
President's plan include a less expansive standard benefit 
package. 

In the alternative, we would recommend a slower phase-in 
schedule. If the managed competition or global budget savings to· 
the private and public sectors materialize, then additions to the 
benefit package could easily be made~ If however, the projected 
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savings do not materialize, a slower phase-in would enable us to 
protect individuals, employers and the Federal taxpayer from 
unanticipated costs. 

ECONOMIC IMPACT OF HEALTH CARE REFORM 

Long-Term Cost·Growth Trends: 

Cost projections .contained in the health care reform package 
are that American spending on health care will, after reform, 
grow as or more slowly than total national product--any growth 
rate of "consumer price index plus population plus one percent" 
or lower sees health care spending shrink as a share of national 
product. But .as time passes and·America becomes· a·richer country, 
Americans are almost sure to want more health care services, not 
fewer. -

Rates of increase in health care costs differ widely across 
countries. But no .matter what institutions are adopted, health 
care spending tends to grow as a share of economic activity. In 
all industrial economies except four...,.-Germany, Denmark, Sweden, 
and Ireland--health care·spending was a larger share·of national 
product in 1990 than ih 1980. Throughout the.OECD countries 
health care spending was a larger share of GDP .in 1980 than in 
1970. 

Note that the upward trend in health care spending as a 
share of GDP takes place whether the health system is 
market-oriented or single-payer, whether costs as a share of 
national product start from a low or f~om a high base, or whether 

. , doctors have relatively high or moderate salaries. 

Many economists believe that health spending will 
inevitably grow faster than other spending. over time, as average 
productivity in the economy increases, Americans. become richer 
and seek more health care. But it is difficult to achieve rapid 
productivity growth in much of health care: the industry is labor 
intensive--it takes as much time to examine a well baby now as in 
1950,, and a skilled nurse can monitor and assist only a few more 
people now than in 1950. Over time wages will rise· as the 
industry must keep its wages in line with the broader economy in 
order to attract workers. And the difficulty of achieving 
substantial productivity growth coupled with rising demand will 
lead health-care costs to rise relatively rapidly, and health 
care spending to grow as a share of national product. 

Given these strong economic forces making for a rising 
health care share of GDP, it is very optimistic to suppose that 
the u.s. share will shrink. And it is very optimistic to project 
that the U.S. cari quickly go from being one of the worst in the 
OECD in terms of c'mtaining health care costs to one of the best. 
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Many who have these trends in the back of-their minds will 
not credit global budget savings. Some who do credit savings will 
attribute them to the effects of rationing, HMOs that refuse to 
authorize services that consumers believe they need, or excessive 
waiting periods. Savings produced not by increased efficiencies 

· but because consumers "pay" for them through diminished service 
.access would not be attractive to the American public. 

Treasury believes that a more prudent cost-containment 
strategy would have the rate of growth of private and public 
spending decline gradually, over the next five years, to a long
run target. The long-run target shouid be chosen by ~ procedure 
that recognizes the strength of the forces making health care a 
larger share of ·GoP -- and the probable desirability of . . 

-accomodating such an increase given productivity and demographic 
trends, especially the aging of the population. 

BUDGET ISSUES 

General Comments: . 

In the·draft that was distributed, an "account" for the 
Inter-alliance Trust Fund is to be set up at Treasury. From a 
financial systems perspective, it is important to determine 
whether the Inter-Alliance Health Security Fund (HSF) is a 
Federal or non-Federal entity. If it is a Federal entity, it 
probably should be referred to as a u.s. Government Corporation 

·rather than a "public corporation.'' If is a u.s. Government 
Corporation, collections and disbursements would normally be 
scored in the President's budget as receipts and outlays 
affecting the deficit and cash transactions would flow through 
the Treasury's general cash account. If budget scoring is not 
intended, it would require some special off-budget treatment. 
(Conversely, if the HSF was established as a non-Federal entity, 
transactions would be excluded from the Federal budget and cash 
would normally be held outside Treasury.) In short, the nature 
of the entity, the budget treatment and the use of Treasury 
collection, disbursement and investment mechanisms are 
interdependent to avoid vastly increasing the size of on-budget 
Federal spending, it would. be best if the funds intended to be in 
the Interalliance Trust Fund were off-budget. 

From an operational perspective, an electronic funds 
transfer and reporting system is feasible -- especially if 
efficient use can be made of existing Federal systems. However, 
if new systems were contemplated to reflect unique health care 
requirements, systems development will necessitate considerable 
time and expense and the proposed time frames for described for 
implementation are probably ?Ptimistic. 
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The Vice-President has just issued his report on reinventing 
Government. In this report, he recommends far-reaching 
procedures fo~ increasing efficiency, and eliminating red-tape 
and d_uplication. The health-care reform proposals call for the 
creation of new bureaucratic operations for various applications, 

.enforcement and regulations related to the plan. Many of these 
··.are clearly necessary,. if not vital. However, great care must be 
taken to ensure·that these new procedures are streamlined, 
efficient, and avoid as much red tape and duplication as 
possible. In the area of enforcement, particular care should be 
taken to avoid giving duplicate enforcement responsibilities to 

.two or more agencies~ 

Of special note is the designation of Treasury to operate a 
new loan program to assist the development of community~based 
health plans. While the Federal Financing Bank at Treasury might 
actually issue the loans, .the administration of the.loari program 
more properly should be done by the Department of Health and 
Human Services which has the necessary programmatic expertise. 
This will avoid duplication with other HHS programs for 
community-based health plans. 

. According to the draft plan, the employer's share of health 
premiums for the short~term unemployed are to be paid out of the 
unemployment insurance trust funds. Has any provision been made 
to move new revenues into these trust funds to·prevent the funds 
from becoming depleted? If general revenues are to be 

·transferred into the trust funds, this could be viewed as 
undermining the self-financing nature of the Unemployment 
Insurance program. Consideration should be given to using 
general revenues to pay for those costs without transforming 
those general revenues into the Unemploym~nt Trust Funds . 

. Impact on Federal Budget Deficit 

One of the very important and attractive features.of the 
plan is the fact that it is designed to be largely self
financing. The pla:n contains a large new entitlement.program 
which would provide subsidies to individuals and firms. Yet, no 
new taxes are required to finance this expansion. This feature 
will be a critical selling point. But if the final cost 
estimates for the entire package cause the deficit projections to 
increase or if CBO and JCT estimate either the costs of the 
program as much higher than our estimates or the revenue impacts 
as much different, the Administration will surely lose its 
credibility. 

Mr. Magaziner deserves much credit for coordinating the 
difficult job of estimating the effects of this comprehensive 
package on the Federal budget. Tracking the budgetary impact of 
the health-reform package has been an arduous task. As with any 
major initiative, a number gf agencies share the responsibility 
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of preparing the outlay and revenue estimates associated with the 
proposals. But among the Administration's domestic initiatives, 
health reform is unique in requiring significant levels of 
coordination and cooperation among the ·resp9nsible agencies. 
Output from one agency often serves as input to another agency's 
estimates.· For example, the Health Care Financing Administration 
produces the estimates of the premiums which others (Urban 

.Institute, Treasury) use to produce the estimates of the costs of 
new Federal ·subsidy programs and the revenue impact of the 
mandate. 

At this "just before launch" point in the process, we are 
.concerned that the estimates of the budgetary impact of the 
proposal are highly sensitive to many of the underlying 
assumptions, and that the final estimates could .deviate 
substantially from those currently used. Because of the 
interaction among the provisions, a change in one or two of the 
basic underlying assumptions could trigger significant increases 
in the 'deficit projections .. For example, if the costs of the 
basic benefit package were estimated to be higher than the 
current projections, the Urban Institute's estimates of the costs 
of the individual-and employer subsidies would b~ understated. 
In addition, Treasury's estimates of the revenue gains from the 
mandate would be reduced and possibly converted to revenue 
losses. We must make sure that all affected agencies are "on 
board" with respect to these assumptions, prior to the release of 
the plan on September 22. 

We are also concerned because the Federal budget tables do 
not yet include the impact of all provisions described in the 
document, nor does the table fully account for the interactions 
between the proposals. Moreover, new proposals, which were not 
even mentioned in the document, are still being designed. There 
is a sizable risk in making important decisions before the costs 
of the new proposals have been estimated and the final cost 
estimates have been prepared for the entire package. Finally, 
the credibility of the proposal to be announced in late September 
could be jeopardized if final estimates are not available by that 
date. Release of the final report should be deferred until final 
estimates are done. 

Cost Containment Assumptions: 

The costs of the basic benefit plan, and thus both the 
outlay and revenue estimates for the program itself, may be 
artificially constrained by unrealistic cost containment 
assumptions. Based on the evidence presented in the document, it 
is far from certain that the cost containment proposals can bring 
health care costs down t~ the levels contemplated in recent 
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discussions. Even as currently estimated, the packa·ge does not 
provide for significant deficit reduction until the out years. 
This means that the package contains no "cushion" if the cost 
containment efforts fail. 

· The pian contains ~t least three distinct types of cost 
containment efforts: 

Voluntary cost controls will be effective immediately 
following the announcement of the plan and will 
continue through implementation.· The purpose of.the 
cost controls will be to prevent firms and providers 
from raising.health care expenditures in anticipation 
of the passage and implementation of the_plan . 

. Insurance companies within a health aliiance could be 
subject to 100 percent excise taxes on the amount by 
which their bids on the basic health insurance package 
exceed a pre-determined target. Health care providers 
could also be subject to a comparable.excise tax on 
payments received from plans with excessive bids. (In 
subsequent years, both insurance companies and 
providers would continue to be subject to such taxes if 
the rate of growth in their premium bids come in too 
high.) 

States and corporate alliances could be subject to 
penalties if the costs of•the basic benefit plan grow 
faster than the statutory rates (currently assumed to 
be CPI plus population plus one·or two percentage · 
points). A state which fails to comply with the rules 
will be required to pay for a portion of health 
insurance subsidies received by its residents. A non
complying corporate alliance may be required to 
purchase health insurance through a regional alliance. 

In combination, these cost containment efforts are assumed to 
reduce the annual growth rate of private sector health 
expenditures from 6~4 percent to 3.5 percent by 2000. But these 
growth rates will be difficult to achieve, particularly since 
many of the enforcement mechanisms are untested and still 
unspecified. The history of both mandatory and voluntary cost 
control efforts in this country are instructive. Indeed, 
precedent suggests that providers will increase costs immediately 
before the implementation of restrictive global budgets (despite 
voluntary short-term cost controls) and that they may increase 
prices in other sectors (sue~ as supplementary health coverage) 
in order to compensate f~r constraints_ in the pricing of basic 
coverag~. 
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At various times, we have been assured that the cost 
containment assumptions have been approved by the estimating 
agencies -- for example, .the HCFA actuaries or the Congressional 
Budget Office scorekeeper. But, while the-actuaries and CBO may 
have approved estimates of discrete provisions, we are advised 
that neither the actuaries nor the CBO has estimated the total 
package of cost containment assumptions, and other agencies have 
not been asked for input on their ability to enforce these 
efforts. 

For example, while they may agree that some savings can be 
achieved under the plan·, we do not know ·if CBO will score the 
budget enforcement mechanisms described in the current document 
as producing the same level of Federal budget savings shown in 
the Administration's tables. The absence of an enforcement 
mechanism for non-compliant corporate alliances makes the plan 
especially vulnerable • 

. The plan also ·includes prov_ider and premium assessments (pg. 
100) to gain certain assurances from the HCFA actuaries. In the 
absence of these assessments, the estimates of the costs of the 
basic benefit package would have been about 13 percent higher. 
But the document does not provide a·clear explanation of how 
these assessments would be determined and administered, nor are 
.the policy implications of the proposal clear. As a consequence, 
CBO may reach significantly different conclusions regarding the 
impact of this provision on the costs of the basic benefit 
package unless the text contains a clear and defensible 
explanation of the proposal. 

In order to prepare complete and accurate estimates of the 
costs and/or savings of the proposal, it is imperative that HCFA 
and Treasury estimators be provided detailed information about 
the specific assumptions associated with the policy choices which · 
the President wishes to include in his plan. 

Other Assumptions Affecting Cost Estimates: 

The document contains other proposals which can affect the 
estimates of the costs of the basic benefit plan and the . 
proposal. However, we have reason to believe that these 

.interactions have not been fully taken into account in estimating 
the premium costs. 

For example, the plan contains a number of new surcharges 
and assessments on health insurance premiums (pages 57, 108, 131, 
and 138). These. premium taxes are not yet reflected in the costs 
of the basic health insurance package. However, these premium 
surcharges will have offsetting effects on the Federal deficit. 

·Presumably, the Federal government wi·ll also cover the costs of 
these surcharges when pr~viding subsidies to employers and 
individuals, as well as paying its share of the costs of coverage 
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for government employees. 

In other ways, the costs of the subsidy program may be 
understated. The subsidy estimates also do not·now take into 
account behavioral changes, as firms reorganize in order to 
qualify for more generous subsidies based on the size of their 
workforce or "outsourcing" of workers (see discussion below). In 
addition, we are concerned that the estimates of the subsidies 
for the unemployed population may not coincide with the 
description of the policy. Under the description, health 
coverage would be available to unemployed workers without regard 
to the reason for their termination. It is our understanding 
that current estimates assume that subsidies are available only 
to persons now qualifying for unemployment insurance cash 
benefits .. 

Incomplete Estimates: 

We are concerned that important .decisions about provisions 
of the plan are being made without complete cost estimates. With 
respect to tax provisions, certain provisions have not been 
estimated at all because Treasury only became aware of their 
existence when we received the policy document. Unfortunately, 
the document does not contain sufficient information to estimate 
their impact on revenues (e.g., tax cap; the tax incentives for 
rural doctors practicing in areas of health provider shortages). 

Nor do the Federal budget estimates contain the full 
administrative costs of the new system. As outlined in another 
section, the IRS appears to be given new responsibilities, 
including the enforcement of the requirement that individuals 
receive basic health insurance coverage. If the IRS is not 
provided new funding sufficient to undertake these new 
responsibilities, it will be forced to reallocate resources 
dedicated to its current enforcement respOnsibilities -
resulting in a loss of revenue. Moreover, the costs of the 
premium (and hence the estimates of the. subsidy and revenue 
impacts) may not fully reflect noncompliance with the mandate 
that will actually occur. In addition, budget estimates may also 
not fully reflect the costs of the new proposal to subsidize 
health benefits for early retirees discussed below since all 
estimates prepared to date are a very rough and preliminary. 

Finally, it should b'e noted that the estimates of the plan 
are based on the current set of economic assumptions, contained 
in the President's Budget. Under the Budget Enforcement Act of 
1990, estimates must be prepared using these economic 
assumptions. However, given that health reform will affect about 
one-seventh of the total domestic economy, macroeconomic effects 
of the plan will be significant and should be taken into account 
when the next round of ec~nomic assumptions are prepared for the 
Federal budget. 
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Premium and. Provider Assessments 

A number of new assessments on both insurers and health care 
providers appear in the document. These include new a~thority 
for States to impose taxes: 

Broad State authority to impose "nondiscrimatory" taxes 
and assessments on employers and plans in corporate 
alliances (p. 74). 

· -- State authority to require payers to reimburse 
essential community providers (p. 74)~ 

State authority to develop all-payer hospital rates or 
all-payer rate setting (p. 74). 

State authority to assess plans an amount of up to two 
percent of prem~u:ms in order to' generate.revenue to 
cover claims against failed plans within the alliance 
(p. 57). 

In addition, there are new Federal premium surcharges: 

A per capita levy on premiums, determined by the 
National Health Board, to fund technical assistance 
programs established by the States (p. 108). · 

A surcharge on premiums to fund graduate medical 
education (p. 131). 

A surcharge on premiums to fund certain research, 
developiD.ent of technology, treatmentof rate diseases, 
etc .. in academic health centers and affiliated teaching 
hospitals (p. 138). 

Finally, the document also refers to other taxes on providers and 
insurance plans (e.g., the tax cap; an excise tax on providers 

. and insurers wit~ respect to excess premium increases; a tax on 
unearned income designed to recapture from employees subsidies 
received by employers on their behalf). These are discussed 
separately below. 

Although many of these provisions are referred to as 
·surcharges and assessments, we are concerned that opponents of 
the ·plan will likely identify them as new taxes. To prevent (or 
limit) such charges from being made, would it be possible to 
combine, drop, or redesign some of these assessments. 

In addition, we have specific questiQns regarding some of 
these provisions: 
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• Who would be responsible for determining the level of 
these assessments, as well as for collecting the funds? 
It is not always clear how these responsibilities are 
divided among .the Federal government, the states, or 
the National Health Board. 

• What are the tax rates for each of these taxes? 

• Shouldn't the budget tables show the anticipated 
-revenue gain for the Federal items? 

• Are these taxes reflected in the costs of the 
comprehensive benefit package or the costs to the 
Federal government when providing subsidies to 
employers and individuals and when paying its share of 
the costs of coverage for government employees? 

• How would self-insured plans be valuated, for purposes 
of applying these taxes? 

• Would these premium taxes be deductible.by employers? 
(The revenue raised from the premium tax proposals will 
be affected by this decision.) 

On many. of these issues, our staff. can offer technical guidance. 

Tax Cap: 

The materials we have been provided describe a very 
aggressive tax cap proposal -- including a limit in the "tax 
exemp~ion" to 100% of the weighted-average premium in the 
alliance and repeal of cafeteria plans for health benefits. This 
is in conflict with the description of a narrower tax cap 
proposal that has been provided orally at a number of meetings. 
Our current understanding of the proposal, based on cursory 
information, is that any employer payments for the basic benefit 
package will be excludable, but that all other employer pa:Yments 
will be included in the employees' income for taxpurposes. 
Other details are not as clear, however, or require further 
analysis. A number of questions will have to be answered in 
analyzing the administrability and revenue consequences of a tax 
cap proposal. 

- What benefits would fall outside of the cap? 

How will benefits outside the basic package be defined? 
Who will make this determination --:- the National Health 
Board? How, for example, will National Health Board 
determinations regarding experimental benefits or 
benefits deemed not to be cost-effective by the 
National Health Board be applied tg corporate alliances 
providing those benefits? 
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Can the employer pay the employee share of premiums on 
a tax-favored basis? 

Could the employer pay for {or buy an insurance policy) 
providing for the payment of employee deductibles on a 
tax-favored basis? 

Could the employer pay for {or buy an insurance policy) 
providing for the payment of employee copays on a tax~ 
favored basis? 

How and when will the tax cap apply to benefits that 
are not part of the basic benefit package at the start, 
but that will be phased-in later,~' ·adult dental 

·and or improved mental health benefits? 

If applied to the individual, will the exclusion be 
applied for purposes of·the income tax, the payroLl 
tax, and calculation of health insurance subsidies? 

How will the tax cap apply to self-employed individuals? 

How will the proposai be applied to. Medicare supplemental 
benefits provided by employers to post-65 retirees? 

What will be the effective date of the cap proposal and what 
transition relief, if any, will be provided?. 

-- The description of the transition relief for collective 
bargaining agreements is not consistent with historic. 
practice in this area. Generally, transition.relief is 
provided through the end·of agreements in effect on the 
date of enactment, with a .sunset date three years after 
enactment. 

What will be the impact on cafeteria plans? 

Will flexible spending accounts be restricted? 

Will the medical expense deduction be provided for services 
out,side the basic plan? What will be the deduction 
treatment for insurance premiums paid on policies purchased 
to cover expenses not covered by the b~sic benefit plan? 

In particular, we would like to emphasize our very serious -
concern-over one issue that has arisen inthe oral description of 
the tax cap that we have received. A preference has been 
expressed for a lengthy grandfather (8-10 years) for insurance 
arrangements in ·effect on January 1, ·1993 •. We believe that there 
are significant (and perhaps insurmountable) administrative, 
policy and political problems with this proposal. We would 
strongly recommend that,. if a decision is made tro. delay the 
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impact of the tax cap proposal, it be done on a uniform basis 
with a delayed effective date, rather than with a grandfather 
provision _that is based on the specifics of existing arrangements 
that vary across industries, employees and employers. ·The issues 
with respect to the tax cap will be central to the public's 
reaction to the President's plan and we would like to assist you 
in any wa¥ possible in finalizing the details. 

Assessment.on Providers and Insurers 

According to the document, insurance companies within a 
health alliance could be subject to a 100 percent excise tax on 
the amount by which their bids on the basic health insurance 
package exceed a pre-determined target. Payments to health care 
providers from insurers could be reduced by the percentage amount 
that the plan's bid exceeded the pre-determined target. In 
subsequent years, both insurance companies and providers would 
continue to be subject to such taxes if the rate of growth in 
their premium bids is too high. 

We understand that these taxes were included in _the plan in 
order to lower the estimates of the basic benefit plan. But the 
document does not provide a clear explanation of how these 
assessments would be determined and administered, nor are the 
policy implications of the proposal clear. 

We recommend that the discussion of this provision be 
clarified. For example, the document implies that providers and 
insurers would_each be subject to 100 percent-excise taxes on the 
amounts exceeding the target (either the premium in thebase 

·year, or the inflation .factor in the subsequent years).· In other 
words, the insurers would be taxed 100 percent on payments to 
providers, and the health care pr-oviders ·would subsequently be 
taxed 100 percent on the same income when received. We believe 
that such excessive penalties are not appropriate and would 
recommend that the document be redrafted to indicate that the 
excise tax applies to either the provider or the insurer -- but 
not to both. 

The document is also not clear as to the timing of these 
excise taxes. In the case of providers, would the taxes be 
applied to income received in the prior year or the current year? 
It will be very difficult (if not impossible) to track income 
received by providers from insurers during the previous year. 

As described, this provision could also have distortionary 
effects on the insurance market. For example, an efficient low 
cost-plan that increases its premium by more than the targeted 
rate of growth may be subject to the io~ percent excise tax even 
though after the. increase, its premiums are still less than the 
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costs of the average weighted premium in the alliance. We 
question whether efficient plans should be penalized in this 
fashion. 

Denial of Employer Deductibility: 

Under the draft proposal, the Treasury Department would 
share responsibilities with HHS for enforcing the reqU.irement 
that states establish regional health alliances in compliance 
with· Federal law. The Secretary of the Treasury is given the 
responsibility to decide whether to deny a~l employers the 
deduction for health insurance expenditures covering workers 
within a state that did not meet this requirement. We have also 
been informed that this could be replaced with a payroll tax. 
Either provision will strike many firms and workers as unfair, 
because they could be punished for the failure of a state or 
local government'. ·Moreover, the Secretary is given broad 
discretion to determine the amount by which the deduction should 
be limited. If this enforcement mechanism is included in the 
final proposal, the mechanics for determining the limitations on 
the deduction should be specified in the legislation. 

We believe that·this enforcell1ent provision-is redundant and 
unnecessary. On page 262, the draft states that "Once alliances 
are established, contributions continue to be tax-preferred only 
if made through an alliance." If (1) states are required to 
establish an alliance by a certain date and (2) alliances are 
defined to include only those in compliance with Federal law, 
then this provision would ensure that health insurance 
contributions be made in an appropriate manner. Moreover, this 
provision would punish only those employers who made 
contributions to-delinquent alliances. It would not affect 
employers who purchase health insurance coverage through a 
qualifying alliance within a state. 

Employer Subsidy "Recapture" Tax: 

It is our understanding that the draft plan :has been 
modified to delete this provision. Such a tax could not be 
administered fairly if employer subsidies were based on the 
firm's average payroll. 

For other reasons, we believe that this proposal should not 
be included in the package. Employees will likely perceive a 
"recapture" tax as unfair, if either their employer does not pass 
back the subsidy in the -form of higher.compensation or they are 
unaware that their wages have in fact decreased less as a 
consequence of the subsidy. This tax would also have imposed a 
significant burden on many recipients, who may n~t have the cash 
available to repay the subsidy received by their employer. 

CLINTON LH;JRARY PHOTOCOPY 



16 

The provJ.sJ.on would also be difficult to administer. To be 
enforceable, employers must report the amount of the subsidy 
received on behalf of each individual employee to both the IRS 
and the employee. In .other words, all low-wage workers, whose 
employers received subsidies, would .be notified on their Form W-2 
of.the subsidy amount. However,· only a small number would 
actually have been required to repay this amount. 

We believe that this tax would be difficult to collect and 
impossible to explai~. 

Long Term Care Insurance: 

The tax provisions governing long term care insurance 
described in the materials appear to track legislation I 

.introduced last year along with Senators Pryor, Dole and 
Packwood. I believe that the changes proposed are good ones and 
support them. Unless specifically indicated, I assume that the 
proposal will follow that legislation. In particular, I would 
like to emphasize that tax-favored long term care insurance 
should not be provided through a cafeteria plan since this would. 
~xtend what might be perceived as excessive tax benefits. I 
would also recommend strongly that provisions dealing with the 
tax treatment of accelerated death benefits be included in the 
reform proposal. Those provisions insure that terminally ill 
individuals receivingpayments under life insurance contracts 
will receive fair tax treatment. 

) 

Retiree Health Issues: 

The document which-was provided to us does not contain a 
description of the early reti.ree changes that are currently under 
discussion. We have been told orally that a proposal providing 
for government payment of 80% of the costs of insurance for 
retired employees between the ages of 55 and 64 ·is under serious 
consideration. Until more details are provided, it is difficult 
to analyze the proposal, but on its face the gover~ment-sp6nsored 
early retirement plan being contemplated rais;es a number of 
serious policy concerns. The availability of inexpensive, 
guaranteed health insurance could have a profound impact on the 
decision of whether and when to retire. 'Itmight also encourage 
more employers to induce early retirement. This, in turn, could 
have substantial Federal budgetary effects and could adversely 
affect other; Federal policies. · 

An increase in the number of early retirements could 
increase Federal budget expenditures for Social Security 
benefits, decrease Social Security and Medicare payroll tax 
receipts (if retired workers are replaced with less senior, 
lower-wage workers), and increase substantially the cost of the 
subsidy features; of the plan. T~ our knowledge, these effects 
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have not been thoroughly explored or estimated. Proceeding 
further without hard estimates of the costs could prove 
dangerous. 

·In addition, the proposal would create an inexplicable 
distinction between those aged 55 to 64 and.those q5_and over. 
The early retirees would receive a very generous government-paid 
benefit package.· Those age 65 and older would receive a more 
spartan Medicare package. The irony would be that those over age 
65 actually "paid" for_their benefits in the form of payroll 

-taxes during their working years, whereas those between. 55 and 64 
· would benefit from ,a clearly ·labeled government subsidy. · 

Substantial changes in early retirement could also have a 
significant effect on retiremerit security for those affected. 
The years prior to retirement tend to be the main savings years 
for many senior citizens. :i:f the proposal reduces the number of 
those "high savings years" more Americans will retire early and 
then find that they regret the ·decision at age 70, when the 
purchasing power of their pension has been reduced by inflation 
and their savings have been depleted. · Some increase in early . 
retirement is an anticipated outgrowth pf universal coverage and 
the move to pure community rating. However,_ to increase that 
impact, even marginally, through an additional subsidy for these 
early retirees may be difficult to-justify and have profound 
conseqUences for the elderly population. 

It appears that the government-paid early retirement benefit 
was designed in part to provide a boost to the. balance sheets of 
a manufacturing sector burdened with large retiree health 
liabilities. The proposal would, however, benefit far more 
companies than those in the manufacturing sector. The vast 
majority of retirees do not have employer-provided health 
coverage. All of these employees would receive the benefit of 
the government-paid early retirement subsidy. Moreover, the 
mature manufacturing sector is already receiving a large . 
financial benefit under this proposal. Under the general health 
care reform proposal, all pre-65-retirees receiving health 
benefits could now be covered by the regional alliances rather 
than through the employers' plans. The-financial savings to the 
employers from shifting these retirees into a community-rated 
system under which many retirees will receive subsidies could be 
very substantial, even without the government-paid 80% of 
premiums proposal. Moreover, large employers are given the 
option of joining the regional alliances. Since many of the 
older "rust belt" industries have older than average workforces, 
the cost savings from shifting into the community-rated regional 
alliances could be significant aft~r the initial phase-in period. 

For the reasons outlined,above, we strongly recommend_that 
the proposal to provide government-paid health benefits for all 

. retirees aged 55-64 shQuld be deleted from the plan. 
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Finally, regardless of whether the government-paid early 
retirement option is elected, the st;atement that "retirees who 
receive health coverage through their former employers •.. continue 
to receive those benefits" raises a variety of questions and 
needs to be clarified. Does.this mean all.employers that provide 
retiree health coverage·as of a particular date are required to 
continue that coverage or only employers that provide s~ch 
coverage pursuant to a binding contract? Would the coverage be 
provided by the regional alliance or corporate alliance, and paid 
for by the employer, or provided by the employer pursuant to its 
existing arrangements? If the latter, what if those arrangements 
are no longer viable after health care reform has been phased in? 
What happens where the employer-provided coverage is less, 
greater, or different than the comprehensive nationally 
guaranteed benefit package: would wraparound coverage be required 
through the regional alliance or corporate alliance? Would . 
different reti~ee health coverage rules apply to ari employer that 
forms a corporate alliance?. Suppose the employer and the 
retirees were able to negotiate a settlement of the employer's 
liability. with a view to having the retirees obtain coverage from 
the regional al~iance? 

Subsidies: 

In view of the decisions.made last week by the President, we 
realize that th.e document's description of the subsidy scheme is 
no longer current. our comments on the subsidy proposal will by 
necessity be general at this time. Because many issues remain 
unresolved with respect to the design of the subsidy proposal, we 
would appreciate the opportunity to comment as the plan is 
further developed .• 

To a significant extent, however, the success of the 
Administration's health reform proposal rests on .whether it 
contains·a subsidy proposal which is workable. Consequently, we 
recommend that the final subsidy proposal be subject to review by 
all relevant members of the NEC •. The detailed design of the 
subsidy plan will .have important economic, administrative,· and 
political ramifications. ·It is crucial that we understand the 
implications and have an opportunity to correct potential 
problems before the publication of the plan~ 

For example, workers would implicitly subsidize non-workers 
under the most recent estimating specifications of the subsidy 
plan. This subsidy arises because non-workers would pay less in 
total health insurance premiums than would workers and their 
employers, in combination. We do not understand the rationale 
for this distinction. More importantly, we are concerned that 
the final plan could easily contain other cross-subsidies which 
would be difficult to justify. It is therefore important that we 
be provided information about the final rules for premium 
payments to .be made by ·twQ-earner families, dual job~holders, and 
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part-time workers.· 

We are also concerned that the current oral description we 
have received of the special small employer subsidies will create 
severe economic distortions. As explained to us, employers with 
under 50 employees could not be required to pay more than between 
3.5% and 7.9% of compensation, depending on average payroll of 
·the firm. However, the proposal seems to include a number of 
cliffs that will be heavily criticized. For example, we 
understand that employers with average wages of between $15,000 

.and $18,000 would pay a maximum employer share of premiums of 
4.4% of payroll. For employers with average wage of between 
$18,000 and $21,000, the maximum contribution would be 5.5% of 
payroll. An employer with 50 employees and a payroll of $900,000 
-(average payroll of $18,000) would pay premiums of $39,600. If,.· 
however, the employer.gave a $1 raise to even one worker (or paid 
about 15 minutes of overtime), average wage would increase above 
$18,000 and the employer's health care premiums would increase by 
$9,900. Similarly, if the employer hired one more worker earning 
$12,000 per year, premiums would increase from 4.4% of payroll .to 
7.9% ·of payroll-- an increase of. about $32,500. We strongly 
recommend that these cliffs be smoothed out to a much greater 
extent than the proposal currently being contemplated. Similar 
cliffs seem to exist with respect to the requirement that 
corporate alliances charge lower premiums with respect to 
employees earning under $15,000 .. These types of issues arise 

.frequently in the tax area and we would be glad to work with you 
in formulating proposals to obtain a result that achieves the 
policy objectives while removing the potential for economic 
distortions. · · 

ISSUES RELATING TO THE INTERNAL REVENUE SERVICE 

Based on the experience of the Internal Revenue Service as 
the Federal tax administrator, ·we have identified several 
significant administrative issues and concerns that are raised by 
the plan. The most significant operational concerns relate to 
systems needs, compliance and enforcement, and the design and 
impiementation of the plan in a way that is not inconsistent with 
the goals of the Nationcil Performance Review effort. Among the 
most significant issues that need to be addressed are those 
concerning the privacy and security of information and.the 
determination as to whether an individual is properly enrolled in 
the health care program. 

Systems needs: 

To administer the health care program most effectively, it 
would be necessary to create a single centralized data base 
comprised of more than 200 million accounts. Such a data base 
would be significantly larger than the data bases (master files) 
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currently maintained by the IRS and the Social Security 
Administration, the largest such data bases in existence. 

·Ultimately, the health care data base would have to contain 
information not currently available oneither of those agencies' 
master files, interact with existing data bases, and be 
accessible by regional alliances and other authorized users. 

A single centralized data base would be needed because the 
plan contemplates employer premium withholding and payments to a 
centraliz.ed Inter:-Alliance Health Security Fund that would in 
turn remit the payments to regional alliances. Proper allocation 
of premium payments ·among the ;regional alliances would require · 
detailed individual premium account data. A single centralized 
data base with individual account data would also be necessary to 
ensure health systein coverage, participation, and portability for 
all u.s. residents, to facilitate appropriate refunds of excess· . 
premiums to employers and employees, to administer subsidies, and 
to ensure compliance with the premium and coverage mandates. 

The IRS is the only Federal (and probably civilian) agency 
that has pad experience in designing and implementing plans for 
an automated system of the magnitude required. Based on this 
experience, creating and maintaining a data base of such 
magnitude in a brief period of time would be a costly and 
significant undertaking. It would require a substantial 
investment in technology, systems design, and human capital, an 
investment far greater than any other ever made to create a data 
base. Moreover, if any Federal government agency were to be 

· given the task of implementing the comprehensive system 
contemplated by the plan, rel-ief from current Federal procurement 
and personnel regulations, as well as a lifting of cur:rent · · 
budgetary constraints, would be necessary to create the required 
data base within the time frames identified in the plan. Such 
relief also would be consistent with the National Performance 
Review effort. 

The plan would also require the creation of other 
appropriate systems for reporting, paying, accounting for, and 
collecting mandatory premiums. Many of these systems would be 
similar to those IRS uses to collect employment taxes, but there 
would be significant differences as well. For example, until IRS 
completes its systems modernization effort that is currently 
underway, it cannot r~ceive individual account information on 
employment taxes until sometimes as long as a year after those 
taxes are paid by the employer.· The plan probably should_require 
employers to provide individual account data contemporaneously 
with. the payment of premiums in order. tg track available benefits 
accurately. 

Compliance issues: 

The plan envisions a significant role for the Treasury 
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Department and perhaps, by inference, the IRS, iiJ. enforcing 
compliance with various plan provisions. IRS experience has 
proven that promoting voluntary compliance is much less costly 
and much more effective than enforcing laws and regulations after 
they have been violated. An effective system must build in 
incentives for complying and, perhaps most importantlyi must 
provide for high-quality information reporting and information 
matching. Not only do information reporting and matching promote 
up-front compliance, but they also allow the most effective and 
least intrusive audit and enforcement activit:ies. IRS experience 
shows a direct correlation between burden and compliance. Thus, 
central to promoting compliance is making the health care system 
·(including reporting and payment of premiums) as unburdensome and 
"user-friendly" as possible and providing education and 
assistance to everyone involved. This too would be consistent 
with the National Performance Review effort. 

Based upon IRS experience and research, six keycompliance 
concerns for the plan have been identified. These require the 
development of compliance programs to ensure that: (1) the 
mandatory participation requirement is satisfied for all 
employers, employees, self-employed, and other individuals; (2) 
providers properly serve all.covered individuals; (3) all premium 
amounts·a:re timely and accurately remitted to the Inter-Alliance 
Health Security Fund; (4) subsidies are made available only to 
qualified employers and. individuals; (5) employers paying 

.premiums in excess of the 80% mandate do not discriminate.in 
favor of highly qompensated employees; and (6) global budget caps 
are not exceeded. 

With respect to mandatory participation, the principal issue 
is how the system will know whether or not an individual is 
enrolled. Currently, no one source or data base exists that 
could identify all potential enrollees. Probably the only 
practical way to develop such a data base would be to begin with 
the Social Security Administration master file, .because it is 
more comprehensive than the IRS master file. However, the Social 
Security master file does not include' every .potential enrollee_ 
for the health care system; thus, the·principal source for 
identification of non-enrollees would probably be the providers. 
To maximize the capacity to keep the enrollee data base current 
and to.handle the input from providers identifying non-enrollees, 
on-line information reporting systems would have to be developed. 
Other systems should also be designed to cross-check other data 
bases (~, those of the IRS) to identify non-enrollees. 

To ensure that employers and individuals are properly making 
premium payments, IRS experience in collecting employment taxes 
is instructive. Outreach and education, effective monitoring, 
early identification of potential delinquent employers, and 
intervention bef~re an employer's liabilities exceed its ability 
to pay should be considered in promoting compliance with the 
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health care plan. If, however, enforcement becomes-necessary, 
the failure to pay mandatory health premiums should be treated as 
severely as the failure to pay employment taxes under current law 
(i.e., penalties and interest against the employer and personal 
liability for. corporate officers for unpaid amounts). 

Additionally, a system must be developed under which the 
Inter~Alliance Health Security Fund or the regional alliances can 
collect mandatory premium payments from self-employed and 
unemployed individuals. Self-employed taxpayers have the lowest 
compliance rate under our federal tax system, -and enforcing 

·compliance among this group is extremely difficult. Thus., 
appropriate sanctions for premium non-payment must be developed 
to encourage timely compliance. A collection·and enforcement 
function will also be necessary for those individuals not meeting 
their payment obligations. 

Ensuring that employers and individuals do not claim 
improper subsidies should be a principal focus. To the extent 
that subsidies are provided based on income.information that can 
only be verified against IRS data files (~., earned versus 
unearned income), it should be noted that.until its Tax Systems 
Modernization program is a reality, IRS would not be able to 
provide instantaneous verification of income data. Under the 
current system, such income data· would not be available until as 

· long as two years after a subsidy was claimed. Because of this 
delay and because the population on whose behalf subsidies are 
claimed will consist of low-income individuals, recapture of 
improperly claimed subsidies might be almost impossible. 

Finally, we note.that the draft appears to assign compliance 
and enforcement responsibilities to a number of agencies. 
Although it may not be essential to make a singleagency 
responsible for all enforcement, IRS experience suggests that 
unless responsibility for various compliance issues is clarified 
at an early date, some issues will "fall through the cracks." 

Employee/independent contractor issues: 

· The proper classification of workers as employees versus 
independent contractors is one of the thorniest compliance 
problems faced by the IRS today. The common law factors 
applicable under current·law to distinguish between employees and 
independent contractors are difficult to administer, and there 
are inappropriate incentives under current law to misclassify 
workers as independent contractors. For example, employers 
currently have an incentive to misclassify workers as independent 
contractors to avoid employment tax liabilities, unemployment 

· insurance, workers compensation,: wage and hour requirements, and 
other costs associated with employees. Misclassification enables 
employers to avoid these costs tg the extent that the 
misclassified workers do not obtain a commensurate increase in 

' 
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their overall compensation package that reflects the costs 
shifted to them and the benefits denied them. Workers may also 
have an incentive to be classified as independent contractors 
because they are no longer subject to withholding on their wages. 

Under healthcare reform, employers will likewise have an 
incentive to misclassify workers as independent contractors to 
avoid the mandatory premium requirement, .although workers may not 
have the same incentives for misclassification that they have 
under current law. In addition, since the proposal would not 
provide premium subsidies to many employers (including firms in 
corporate alliances), those employers would have strong 
incentives to "outsource" certain services they currently obtain 
from employees (as an alternative to misclassifying the employees 
as independent contractors). Janitorial, duplicating, data 
proce~sing, security, cafeteria, and other lower-wage workers 
could be spun off to smaller independent companies that qualify 
for subsidies in respect of these employees. This problem could 
be,exacerbated by the requirement that corporate alliances 
provide direct subsidies to employees earning under $15,000 per 
year. 

The plan proposes a. standard under which an individual would ·. 
be classified as an employee if that individual receives more 
than 80% of his or her earned income from one source. While this 
appears simple and objective on its surface, a number of very 
serious administrative problems associated with·this standard· can· 
be foreseen. · · 

First, an employer cannot verify whether an individual will 
be receiving more than 80% of his or her earned income from that 
employer. The employer would have to rely on worker 
representations, and the worker might not know his or her proper 
status until after the end of the measuring period. Moreover, if 
the 80~ test were applied, for example, on an annual basis, based 
on the preceding year's income or services performed, a worker 
who satisfied the test with respect to an employer in the 
preceding year could be classified as an employee of that 
employer in the current year even if the worker were no longer 
working for the employer at all. These problems could seriously 
undermine efforts to collect premiums from the proper party in a 
timely fashion. 

Second, because the 80% standard differs from all others in 
common use for worker classification purposes, there is no easy 
way to enforce this standard by cross-checking with IRS, Social 
Security, or state employment records. Rather than interjecting 
another layer of complexity that could undermine health care 
compliance, efforts should be directed toward developing a 
consistent approach to resolving worker classification issues for 
both health care and Federal tax administrati~n purposes. 
Accordingly, we recommend that the health care proposal define 
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employee in the same way as employee is defined for Federal tax 
purposes. If the definition is revised, the revision will then 
apply across the board. 

Even with a consistent basis for worker classification, 
however, because the self-employed.("independent contractors") 
currently represent the largest group that does not comply with 
the tax laws, that group will most likeiy pose a similar 
compliance challenge for the new health care system. The tax 
noncompliance of independent contractors is facilitated by th~ 
lack of effective information reporting and withholding on 

· payments ,..._ two components that contribute most directly to high 
compiiance levels. If not effectively anticipated, the 
introduction of health care reform could unintentionally 
exacerbate the current trend toward employers' considering their 
workers independent contractors,·thereby not only minimizing the 
.employers• taxes but also their health care responsibilities for 
workers. We are also concerned that c~rtain employers (~, 
Subchapter S corporations) may be able to recharacterize income 
as dividends in order to maximize subsidies~ We would like to 
work with you in drafting.a proposal that would close this 
potential loophole. 

Privacy and disclosure considerations:· 

The importance of addressing privacy and disclosure issues 
in the design of the health care system cannot be overemphasized. 
The amount of information that will be collected and stored in 
the healt~ care informatton system will require an integrated 
govermnent focus on the proper balance between privacy and 
disclosure. Legal constraints-and citizen expectations currently 
require extraordinary protection of some forms of government
collected information, most notably federal·tax information. A 
health care system will be required to collect additional 
information of varying degrees of sensitivity. It will also 
require sharing of information to enable enrollment, accounting, 
and compliance to be accomplished in the least 'intrusive way 
possible. 

Because of IRS' role as the tax administrator, we are keenly 
aware of the tension between the legal mandates to protect the 

.privacy of tax information and the many legitimate efforts to 
decrease the costs and increase the effectiveness of government 
by making better use 0f "government information." The importance 
of a high-quality health care information capability should 
provide the impetus for the integrated consideration of these 
important privacy and disclosure issues .so that they do not 
become barriers t~ comprehensive health care reform. 

ERISA ISSUES 
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One issue that will be particularly controversial with big 
business and organized labor is the proposal to allow'the states 
to apply taxes to Corporate Alliances.· We recommend that it not 
be included in the pl~n. · 

I 

Large employers .and unions .maintaining so-called Taft
Hartley plans will perceive the authority for states to tax them 
as threatening to their continued existence as independent 
entities. Despite the limitation to the contrary, assessments 
can and will be discriminatory in nature since the proceeds of 
these taxes can flow through strictly to the benefit of the plans 
in the regional alliahce. If properly structured by the state, 
the regional alliance: plans could effectively be exempted from 
the tax. I 

. I 
I 

Moreover, even though this prov1s1on has been important to 
governors in the past, that interest was generated in a pre-

. health care reform setting where governors often had their 
"hands ... tied" by the ERISA preemption-of state laws taxing self
insured plans. After: health care reform, the options for reform
minded governors will' be subst,antially expanded and the need for 
the potential revenue: generated by the ability to tax corporate 
alliances and Taft-Hartley plans will not be as important. For 
these and other reasons, a working group (involving HHS, Labor, 
Treasury and the House Education and Labor Committee) rejected 
this proposal earlier: this year. Although this provision.alone 
will probably not determine-whether large employers or organized 
labor support the plan, its inclusion could have the effect of 
tempering support of the business community since this is a long
standing issue for thbse groups. 

I 
INTER.,..ALLIANCE HEALTH SECURITY FUND 

Trusteeship: 

Will this Fund b~ maintained at the Treasury with the 
Secretary playing the! role of "Managing Trustee" as is the case 
in a number of statutory trust funds currently managed by the 
Secretary? 'This question is relevant only in that it determines 

· the extent of adminisr-rative support required from the Treasury. 

Investment of the Fund: 

Traditionally the Treasury has deferred to the controlling 
agencyjboard in terms'of the investment and management decisions 
concerning trust funds. in this proposal the Fund would be a 
non-profit public corporation controlled by a five member board 
of directors which we assume would be charged with these kind of 
investment decisions. 

1 

i 
The proposal goes on t~ provide .the Secretary with a series 
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of approvals·which cduld impact on the expected return to those 
investment decisions !including: approval of the fees charged the 
alliances for administrative costs (such administrative costs 
would otherwise be p~id by the Fund); and approval of the 
procedures under whic.h the Fund will make bridge-· loans to
alliances which exper:ience short-term shortages including 
interest rates charged and maximum maturity. 

A potential for :conflict exists to the extent the procedures 
approved -by the Secre'tary interfere with the investment decisions 
and expectations of the Fund. 

Disbursement Procedur1es: 

There appe'ars to be an internal inconsistency as to which 
agency will establish disbursement procedures. "Disbursements 

• ! • ' • From All1.ance Accounts" provl.des that the Fund establ1.sh 
procedures for "proper authorization of disbursement." While 
"Regulations" directs the Secretary of the Treasury to issues 
"regulations specifying • . • collection and disbursement of 
premium contributions]." SlJ,ggestion: have the Secretary direct 
the disbursement procedures with applicable statutory authority. 

I . 

Collateralized Accounts: 
I 

It is important that the enabling legislation remove the 
ability o.f the FDIC to abrogate any collateralization agreements 
established at banks ~hrough which the employer and employee 
contributions would b~ transmitted. A failure to do so could 
result in a loss to the Fund of the amounts in excess of the 

. deposit insurance lim~t. Current FDIC authority can be construed 
to permit the FDIC toi ignore the collateral agreements and·seize 

.the collateral for general purposes, in the event of a failure of 
a financial institution to which contributions have been 
deposited. The result would be that the collateral would no 

.longer be available ahd the account would be relegated to the 
level of a depositor as to the first $100,000 deposited and to a 

.general unsecured creditor for all a:inounts deposited in excess of 
$100,000. 

MISCELLANEOUS ISSUES 

Treatment of Medicaid: 

While we are cognizant that cost estimates suggest it will 
be not be possible atithis time to eliminate the distinction 
between Medicaid and non-Medicaid rates of reimbursement, we 
remain troubled at the potential fQr discriminatory treatment by 
health providers of p(prsons identified as Medicaid beneficiaries. 
We therefore recommend that the Administration continu~ to 
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evaluate the necessi~y of maintaining this differential, perhaps 
by undertaking demonstration projects in one or more Regional 
Alliances. If funding constraints prohibit complete elimination 
of the payment differential, consideration should be given to 
raising rates of rei:nlbursement under Medicaid to the···Medicare 
level. 

Treatment.of Fee~for-Service Providers: 

The American Hea~l th Security Act requires states to . set 
schedules for fee-for-service reimbursement, and prohibits 
balance billing. The~ rationale for requiring states to set rates 
is to prevent · fee-for'-service doctors from rejecting patients 
whose insurance'does not provide what doctors view as adequate 
reimbursement. To protect the freedom-of-choice o.f those.· who 
sign up for fee-for-s~rvice plans, the argument goes: 

Any doctor tNho accepts some fee-for-service patients 
must accept! all fee-for-service patients. 

All insuranbe companies must reimburse doctors the same 
state-set ainount . for· fee-for-service claims. 

Treasury dqes not find this argument convincing. People who 
sign up for fee-for.:..s~rvice plans today are not guaranteed free 
choice of doctor: onerous balance billing or other factors can 

. restrict consumers' effective choice. After reform, people who 
sign up for fee-for-service plans will not, unless rich, have 
effective access to doctors who take themselves outside the 
system. 

Requiring states'to set reimbursement rates imposes a burden· 
that they may lack the administration capacity to bear. · 
Insurance companies are most experienced at :.:;etting rates for 
private plans, and information should be available to consumers 
on whether doctors are refusing to accept patients with any one 
particular fee-for-seq~vice insurance plan. 

In addition, stringent state rate-setting may have the side 
effect of undermining'the fee-for-service sector. A doctor who 
accepts three insurance companies could drop .one if it became too 
stingy. But a fee-for-service doctor has little bargaining power 
against, a state rate-~etting commission. 

If is is one of ihe principal goals of the HCSA to retain a 
vibrant fee~for-~ervice sector, it would be unfortunate if it 
were to undermine fee~for-service medicine. Americans value 
freedom to choose their~wn doctors very highly. 

I 
I. 
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TREASURY DEPARTMENT AND INTERNAL REVENUE SERVICE 
PAGE-BY-PAGE COMMENTS ON DRAFT HEALTH CARE PLAN 

September 9, 1993 

Page 13 -.:--.:- Paragraph 3 

What types of controls will be in place to ensure against 
counterfeit "Health Security Cards?" The cards could be like 
credit cards with which aprovider would verify enrollment status 
prior to treatment through an· on-line system. However, fraud 
similar to that under the credit card system would be a threat that 
must be dealt with. · 

The providers must play a principal role in ensuring that 
patients are properly enrolled in the health care system and have 
made timely premium payments in accordance with the plan's 
requirements. On-line interaction between the providers andjor the 
I~ter-alliance Health.Security Fund must be part of an effective 
program to both ensure that patients properly participate in the 
plan ·and reduce the instances of Health Security Card fraud. 

' ' 

Additionally, th~re is a need to focus compliance· efforts on 
ensuring that providers do . not treat patients "under-the-table" 
(i.e. , by . accepting cash payments from patients who are not 
enrolled in thenational health care plan). The potential "black 
market" or "underground cash economy" for health care services to 
non-enrollees by unscrupulous providers should be appropriately 
addressed as the plan is refined. 

Page 14 - Paragraph 5 

Is it contemplated . that the alliances would provide 
information reports on subsidies provided to unemployed workers and 
their families to the agency charged with compliance and 
enforcement of the participation and premium mandate? This type of 
information will be necessary to enforce premium requirements. 

Page 15 -- Paragraphs 1 and 2 

Is it contemplated that the_Medicaid and Medicare recipients 
would be reported to. the agency charged with compliance and 
enforcement of the participation and premium mandate? This type of 
information will be necessary to enforce premium requirements. 

This comment and the comment regarding "page 14 - paragraph 5" 
go to the issue of whether the agency charged with compliance and 
enforcement of the participation and premium mandate will have a 
data base of all individuals eligible to receive health care 
coverage under. the plan. Such a data base of all potential health 
care recipients seems essential to the effective enforcement of the 
premium mandate on both empl~yers and individuals. Using such a 
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data base of. all potential health care recipients, the compliance 
and enforcement-oriented agency could identify non-enrollees by 
matching (against the data base) information reports of 
individuals: (1) on whose behalf gross premiums have been paid; 
(2) on whose behalf premiums net of a subsidy have been paid; and 
(3) who are entitled to medical care under Medicaid or Medicare. 

Page 15 ~~ Paragraph 4 · 

The ·statement that "retirees who receive health ·coverage 
through thei.r former . employer$ . ... continue to receive tl)ose 
benefits" raises a variety of questions and needs to be clarified. 
Does this mean all employers that provide retiree health coverage 

. as of a particular date are required to continue that. coverage? 
Only employers that provide such coverage pursuant to a binding· 
contract? Would the coverage be provided by the regional alliance 
or corporate alliance, and paid for by the employer, or provided by 
the employer pursuant to its existing arrangements? If the latter, 
what. if those arrangements are'rio longer viable after health care 
reform has been phased in?· What happens where the employer
provided coverage is. less, greater, or different than the 
comprehensive nationally guaranteed benefit package: would 
wraparound coverage be required through the regional alliance or 
corporate alliance? Would different retiree health coverage rules 
apply to an employer that forms a corporate alliance? Suppose the 
employer and the retirees were able to negotiate a settlement of 
the employer's liability with a view to having the retirees obtain 
coverage from the regional alliance? 

' 
. How retiree health coverage is handled will· of course be a 
major issue for many employers, especially larger firms. The cost 
of relieving employers o.f any obligation to pay health benefits for 
retirees needs to be estimated. Moreover, the possible change in 
these payment$ from tax-favored forinat into after tax payments must 
be considered in light of whatever tax cap option is chosen. 

Page 15. ~~ Paragraph 5 

Questions arise under this automatic enrollment discussion 
about the level of 'information reporting from the regional 
alliances to the agency·charged with ensuring that all individuals 
and employers properly enroll·in and pay the health care premiums 
required under the plan. The agency charged with compliance and 
enforcement of the participation and premium mandate will need 
information reporting and information matching generated from the 
providers andjor the regional alliances to carry .out its functions 
in the most efficient and least intrusive way.· 

Additionally, the compliance and enforcement-oriented agency 
will need tools similar to those available to the Internal Revenue 
Service in collecting and enforcing employment tax ·requirements 
(for employers) and inc~me tax requirements (for individuals). 
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Based on information ·received from providers and regional 
alliances, for example, the compliance and enforcement-oriented 
agency should be able to use civil and criminal enforcement efforts 
to go after· employers and individuals that improperly avoided 
enrollment in the plan in prior years. For example, is it 
anticipated that . the ·compliance and enforcement-oriented agency 
will be able ·to assess past premiums, interest, and penalties on 
non-enrollees? Will there be a statute of limitations period 

,beyond which the compliance and enforcement-oriented agency will 
not be able to seek premiums, interest, and penalties? 

Page 16 --.Paragraph 1 

Several questions need to be addressed relative to the 
requirement that employers .withhold required premium contributions 
from their employees• wages .. Will requirements similar to those 
for payroll withholding deposits be imposed on ·employers? What 
information reports will accompany the remittance of withheld 
premiums to the Inter-alliance Health Security Fund? It seems that 
the Fund would need contemporaneous information reports from 
employers detailing gross premiums; subsidies, and net premiums by 
regional alliance and employees .within the regional alliances to 
properly account for and allocate premiums to the health care plans 
within the regional alliances . 

Pagel6 . Paragraph· 2 

We have been informed that the 1%-of-payroll assessment on 
corporate alliances has been dropped, and we agree with that 
decision, as discussed in greater detail in our accompanying 
memorandum. Howev~r, if such a payroll assessment proposal were to 
be revived, how would.it ·be remitted to the Inter-alliance Health 
Security Fund? Who wo.uld ultimately receive the fee? The regional 
alliances? The states? How would it ·be allocated to the 
recipients? 

In general,. who will make. investment decisions with respect to 
premium funds received from employers· and individuals by the Inter-· 
alliance Health Security Fund and the regional alliances? Will 

. there be a long waiting period between the· time funds are received 
by the inter-alliance Health Security Fund and the time they are 
ultimately remitted to the individual health plans? -

Page 17 -- Paragraph 1 

The Secretary of the Treasury (apparently through the Internal 
Revenue Service) would be responsible for enforcing the requirement 
that individuals receive basic health insurance coverage. But the 
IRS ·cannot easily assume new responsibilities that may undermine 
its ability to accomplish the primary task of collecting taxes. 
For example, some individuals are not required to file a tax return 
because their taxable income is below the filing threshold. Many. 
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non-filers are likely to be non-workers or part-time employees. 
Because much of this population does not have to file a tax return 
under current filing requirements, the · IRS, using its- -existing 
systems, would not be·able to enforce the health insurance mandate 
among this population~ Requiring tax returns to be filed by this 
population is inadvisable; however, because the additional burden 
of millions of new fiiers would make·it more difficult for the IRS 
to process tax returns accurately and in a timely fashion. 

It is also not clear how the IRS's responsibilities would 
·differ from those of the st,ates. On page 52, the states are 
required to ensure that all eligible individuals enroll in a 

·.regional or corporate.alliance and that all alliances offer health 
plans that provide comprehensive benefit coverage. We believe that 
the states are probably in· a better position than the-. IRS to 
monitor and enforce the requirement that individuals purchase 
health insurance. 

The IRS is also given authority to impose penalties on 
individuals who fail· to purchase .health insurance by a certain 
date. Again, the states will be in a better position to determine 
when penalties are appropriate. Further, the amount of the 
penalties should be specified. 

The discussion suggests that only the individual mandate is 
enforced. Would the individual be penalized for the failure of the 
employer to offer a qualified health insurance plan? Is the 
employer also subject to penalties for failure to offer a qualified 

'health insurance plan? 

Page. 18 -~ Paragraph.4 

The proper classification of workers as employees versus 
independent contractors is one of the thorniest compliance problems 
faced by the Internal Revenue service today. The common law 
factors applicable under current law to make the distinction 
between employe~s and independent contractors are difficult to 
administer, and there are inappropriate incentives under current 
law to misclassify workers as independent contractors. For 
example, employers currently have an incentive to misclassify 
workers as independent contractors to ·avoid employment tax 
liabilities, unemployment insurance, workers compensation, wage and 
hour requirements, and other costs associated with employees as 
opposed to independent contractors. Misclassification · enables 
employers to avoid these costs -to the extent that the misclassified 
workers do not obtain a commensurate increase in their overall 
compensation package that refiects the costs shifted to them and 
the benefits denied them. Workers may also have an incentive to be 
classified as independent contractors because they are no longer 
subject to withholding ~n their.wages. 
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Under health care reform, employers will likewise have an 
incentive to misclassify workers as independent contractors to 
avoid the mandatory premium requirement, although workers may not 
have the same incentives for misclassification that they do under 

. current law. In addition, since the proposal would not provide 
premium subsidies to many employers (including firms· in corporate 
.alliances), those employers would have strong incentives to 
"outsource" certain services they currently obtain from employees 
(as ah alternative to misclassifying the empl.oyees as independent 
contractors). Janitorial, duplicating, data processing, security, 
cafeteria, and other lower.:.wage workers could be spun off to 
smaller independent companies that qualify for subsidies in respect 
of these employees~ . 

In an attempt to provide clarity and address at least some of 
these problems, the plan would adopt a standard under which an 
individual would be classified as an employee if that individual 
receives more than 80% of his or her earned income from one source. 
While this standard appears simple and objective on its surface, a· 
number of very serious administrative problems associated with this -
·standard can be foreseen. · 

First, an employer cannot verify whether an individual will be 
receiving more than 80% of his or her earned income from that 
employer. The · employer would have to reiy on worker 
representations, and the worker might not kne.w his or her proper 
status until after the end of the measuring period. Moreover, if 
the 80% test wereapplied, for example, on an annual basis, based· 
on the preceding year's income or services performed, a worker who 
satisfied.the test with respect to an employer in the preceding 
year could be classified as an employee of that employer in the. 
current year even if the worker were no longer working for the 
employer at all. These problems could·seriously undermine efforts 
to collect health premiums from the proper party in a timely 
fashion. · 

Second, because the 80% standard differs from all others in 
common use for worker classification purposes, there is no easy way 
tQ enforce this .standard by cross-ch~cking with Internal Revenue 
Service, Social Security, or state employment records. · Rather than 
interjecting· another layer of complexity that could undermine 
health care compliance, efforts should be directed toward 
developing a consistent approach to resolving worker classification 
.issues for both health care and federal tax administration . 

· purposes. Accordingly, we recommend that the health care proposal 
define employee in the same way as employee is defined for Federal 

·employment and income tax purposes. If the definition is revised, 
the revision will then apply across the board. · 

Even with a consistent basis for worker classification, 
however, because the self-employed ("independent contractors") 
currently represent the largest grCJup that does not comply with ~he 
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tax laws r that group will most likely pose a similar compliance 
. challenge for the new. health care system. The tax noncompliance of 
independent contractors is facilitated by the lack of effective 
information reporting and withholding on payments -- two components 
that·contribute most directly to high compliance levels. If not 
effectively. anticipated, the introduction of health care reform 
could. unintentionally exacerbate the current trend toward 
employers'· considering their workers independent contractors, 
thereby not only minimizing the employers' taxes but also their · 
health care responsibilities for workers. 

More optimistically, the benefits of enrollment in health care 
may create a systemic way to also ensure that citizens are properly 
enrolled in the tax ·system. If compliance with a person's tax 
responsibilities could become a part of the qualification for 
health-care access, the dual goals of access to good health care 
and significant deficit reduction could be married. For purposes 
of this analysis, however, the primary concern is that the 
significance of. the current tax system • s difficulty with 
determining and administering the consequences of the employer
employee relationship must be adequately understood, arid its impact 
on the heavily employer-based health care system must be 
recognized. 

Page 18 -...,. Last Paragraph 

"Part~time employees (as defined for purposes of Social 
Security withholding) would receive coverage through the regional 
alliance." What definition in the Social Security Act is being 
referenced? 

Page 44 

As described, the National Health Board appears to be a 
Federal entity in the Executive Branch with certain unique 
authorities. Its responsibilities and authority should be clearly 
defined. 

Page 48 ...,.- Paragraph 1 

There is no discussion of how the budget for the Board fits 
into the Federal budget. By. default, this 'budget would be a 
discretionary account subject. to appropriation each year. This 
gives Congress a great deal of leverage over the Board if Congress 
does not like the policies the Board promulgates. It would seem 
preferable to make the Board's budget some type of mandatory 
account to provide it with more insulation from easy-to-enact year-
by-year changes in its budget. · · 

Clarify that the Board's budget request tQ Congress includes 
the Federal subsidies, if that is the intent. 
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Page 49 -- Paragraph 4 

The Treasury Department would also share responsibilities with 
HHS.for enforcing the requirement that states establish regional 
health alliances in compliance with Federal law. The Secretary is 
given the responsibility of deciding whether to deny all employers 
the deduction for health insurance expenditures covering workers 
within a state that. did not meet this requirement. This provision 
will strike many·firms and workers as unfair, because they will be 
punished for the actions of a state or local government. Moreover, 
the Secretary is given broad discretion to determine the amount by 
which the deduction should be ·1 imi ted; this amount should be 
specified in the legi~lation. 

. We also believe that this provision may be unnecessary. On 
page 262, the draft states that "Once alliances are established, 
contributions.continue to be tax-preferred only if made through an 
alliance." If (1) states are required to establish an alliance by 
a certain date and (2) alliances are defined to include only those 
in compliance with Federal law, then this provision would ensure 
that health insurance contributions be made in an appropriate 
manner. Moreover, this provision would punish only those employers 
who made contributions to delinquent alliances. It would not 
affect employers who purchase health insurance coverage through a 
qualifying alliance wi:thin a state. 

Page 50 -~- . Paragraph 2. 

The word "statutory" should be deleted. 

Page 51 -~Paragraph 1, and Page 52 ~':"".Paragraph 2 

As noted, there is a need to reconcile the responsibility 
delegated to the states on pages 51 and 52 (i.e., for ensuring that 
all eligible individuals have access through a health alliance to 
a. health plan and that all eligible individuals enroll in an 
alliance) with the responsibilities delegated to .the Treasury 
Secretaryon page 17 to ensure that individuals enroll ina health 
plan and that employers provide coverage to individuals through a 
qualified health plan. Overlapping responsibilities will require 
overall coordination and communications between the responsible 
agencies. 

- -

To the extent it is determined that the Treasury Secretary has 
the ultimate responsibility for determining that individuals are 
enrolled and receiving medical care, information reporting from 
various state agencies with respect to known instances of non
compliance would be helpful · and should be considered as a 
requirement. 
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Page 55 -- Paragraph 5 

· This says that states may not regulate premium rates charged 
by health plans, except to meet budget requirements or regulate 
plan solvency. This statement may be overly broad and should be 
described in more detail since states will - expect to regulate 
premiums as described below. States may regulate premium rates for 
a variety of reasons, including consumer protection. For example, . 
states are required under Federal law to regulate medigap policies. · 
Similarly, states may monitor premiums to prevent defrauding 
purchasers. Premium regulation would also continue to be 
appropriate for supplemental policies, long term care pol{cies and 
other quasi-health insurance products. 

Page 57 -- Paragraph•l 
' 

If assessments of 2% of premiums are levied on previously 
solvent plans in the alliance (to pay for insolvent plans), might 
not this drive some solvent plans into insolvency? Since.a weak 
~conomy in t:.he alliance area might affect: all plans in the alliance 
at the same time, this is not a far-fetched possibility. Is the 
Federal government or some other government should be the guarantor 
of last resort? In any everit, will the premium assessments be 
counted in determining whether the aliiance satisfies its global 
budget targets? 

Page 57 -~ Paragraph 3 

This provides that a State may not use a payroll tax or 
another source focusing solely on corporations to pay for 
additional benefits. ' ~ut the State could get around this 
prohibition with a scheme of surcharges and credits on the incom~ 
tax. Therefore, this needs to be addressed in greater detail: 

Page 59.~~ Paragraph 1 ·(Bullet 3) 

This bullet suggests a further overlap of responsibilit~es for 
determining that all eligible individuals have enrolled in a health 
plan. In view of this bullet, is it contemplated that the 
Secretary of the Treasury, the states, and the regional alliances 
all share this enforcement responsibility? Is this the most 
effective way of ensuring compliance with the premium and 
participation mandate? 

Page 67 -- Paragraph 6 

This paragraph provides that each corporate alliance offers 
all eligible persons plans that provide the nationally guaranteed 
comprehensive benefits. If . the health reforni effort includes a 
single centralized data base (as we have suggested) that tracks all 
individuals who should be enrolled in a health care plan, 
information reporting CJf ~11 individuals· participating in a 
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corporate alliance plan from the corporate alliance to ,the 
compliance .and enforcement...;.oriented agency ·would facilitate 
matching against the data- base and the identification of non
enrollees. ' 

Page 67 -- Paragraph 8 
. . 

The. text implies that an employer that·leaves a Taft-Hartley 
or rural cooperative plan would be precluded from establishing a 
corporate alliance. Although in most cases these employers would 
not meet the size requirement, we assume that there is no intent to 

. preclude larger employers leaving Taft-Hartley·plans from setting 
up a corporate alliance. The language should be clarified to 
insert "(or through a corporate alliance)" following the words 
"regional allia:nce". · 

Page 69 ~~ Paragraph 2 (after bullets) 

This paragraph addresses a requirement that a health plan that 
seeks to terminate coverage .for a non-paying corporate alliance 
must notify the Secretary of Labor. Bec::ause page 17 requires that 
the Treasury Secretary ensure that all employers are properly 
covering their employees under a qualified health care plan, it 
would seem that notification of coverage termination due to 
corporate alliance non~payment should also be sent to the Treasury 
Secretary. · 

Page 71 - Paragraph 5 

How often are the corporate alliances required to make direct 
payments to health plans? Would this be regulated or would the 
frequency and timing of payments be governed only by the 
contract.ual relationship between the corporate alliances and the 
plans? If the corporate alliance pays only pay 80% of the weighted 
average cost of a basic package arid the other 20% is paid by the 
employee, is the 20% paid to the health plan through withholding? 
Would existing rules apply to limit the . corporate alliance's 
ability to benefit from the use of withheld funds? 

Page 73 Paragraph 4 

The provision indicates that new fiduciary requirements would 
be established for health care plans. No details are provided. We 
assume that these requirements will track those agreed upon by the 
·sub:-group involving HHS, Labor, Treasury and the House Education 
and Labor Committee staff earlier this year. 

Page 73 -- Last Paragraph 

This paragraph calls for the Secretary of Labor to establish 
fiduciary standards for the withholding of employee contributions 
and to enter int~ agreements with the states to enforce· these 
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reqUirements. Although. the flow of funds has not yet been 
determined, the fund flows would appear to track the system for 
withholding and payment of payroll taxes. We do not see the need 
for establishing ·new _Labor Department rules· on this issue that 
duplicate Treasury Department rules and suggest that collection in 
accordance with the existing payroll tax rules may be preferable . 

. It does not seem necessary to have one set of. enforcement rules 
applicable to the 80% of premiums paid by the employer and another 
set of rules. (enforced by a different agency and then delegated to 
the states) for the collection of the 20% employee share. 

Page 74 -~ Paragraph 5 

On this page and on the other pages cited below, the proposal 
would authorize a variety of new taxes -- variously referred to as 
premium tax~s, surcharges, assessments, etc .. ·-- at both the State 
and Federal levels. These include 

1. broad State authority to impose "nondiscriminatory" taxes 
and assessments on employers and plans in corporate alliances 
(p. 74) 

2.-State authority to reqUire payers to reimburse essential 
community providers (p. 74) 

3. State authority to develop all-payer hospital rates or all
payer rate setting (p. 74) 

4. State authority to assess plans in an amount up to two 
percent of premium in order to generate revenue to cover 
claims against failed plans within the alliance {p. 57) 

5. a per capita levy on premiums, de.termined by the National 
Health Board, to fund technical assistance programs 
established by the states (p. 108) 

6. a surcharge on premiums to fund graduate medical education 
(p. 131) 

7. a surcharge on premiums to fund certain research, 
·development of technology, treatment of rare diseases, etc. in 
academic health centers and affiliated teaching hospitals (p. 
138) 

8. a 100% assessment on both plans and providers with respect 
to excess premium increases when an alliance's premium exceeds 
its budget target (pp. 100-101) 

9. A Federal tax cap limiting the tax-favored treatment of 
premium payments (p. 262). 
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10. A tax on. unearned income designed to recapture from 
employees subsidies provided to their employers on their 
behalf (p. 263) (We have been advised informally that it has 
been decided not to proceed with this proposal.) 

_ Many· of these proposals are necessary to (or at least 
consistent with) the general health care reform effort. However, 

. it is important to view them in the aggregate and to weigh the. 
potential cumulative burden -they might be expected to impose on 
employers and plans. Moreover, this . array of taxes will be 
characterized as a violation of the President's statements that 
health care reform will not require new taxes. 

Collectively, the proposals also raise a number of other 
general concerns. 

• _These taxes wiil increase the overall level of premiums, 
yet, as discussed above, we believe that they are not yet 
reflected in the costs of the comprehensive basic package or 
the costs to the Federal government when providing subsidies 
to employers and individuals and when paying its share. of the 
costs of coverage for government employees. 

• Related questions arise as to how these taxes would be 
includ~d under the·global budget and how they would be taken_ 
into account in determining the weighted average premium in an 
alliance. ' 

• The broad authority of States to tax premiums without ERISA 
preemption will make it difficult for large employers to 

· maintain or determine whether to maintain nationwide corporate 
alliances. The concerns raised for large employers are 
discussed in greater detail above. 

• The plan does not make clear in each case what the exact 
na.ture of the tax would be, how much it would be, or who would 
collect it. Presumably, new rules; forms, and administrative 
arrangements would be necessary for purposes of reporting and 
remitting the .Federal premium taxes. · 

• Applying the premium tax to self-insured corporate alliances 
.creates difficult (albeit· not insurmountable) valuation 
questions. 

• The revenue raised from the premium tax proposals would 
change dramatically depending . on whether these taxes are 
deductible by the health plans and employers. 

We also have a number ~f specific questions regarding 
particular taxes: 
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Is the surcharge on premiums referred to on p. 131 
different from the surcharge referred to in the third 
paragraph on p. 138? Are these different from the payment 
referred to at the bottom of p. 138 ("[a]ll private payers 
also contribute explicitly to the national fund on a 
proportionate basis")? 

--In the case of certain taxes (pp. 74, 108, 131, 138), is 
there a limit on the amounts that can be assessed, or are 
these open-ended grants of taxing authority? 

-- Would the Federal premium taxes be imposed on a uniform 
basis across States and alliances (and region~l versus 
corporate alliances)? 

Page 74 -~ Paragraph 7 

In . previous materials, (and in discussions with Labor 
Department and HHS staffs on this issue) , ERISA continued to 
preempt· State taxes on corporate alliances. This provision will 
essentially allow St~tes to impose premium taxes on corporate 
alliance.s at any rate the State desires. The rule requiring that 
the taxes be "nondiscriminatory in nature", although a logical 

·constraint under the current system, no longer has any meaning 
under the reformed system. If, for example, the State imposes a 5% 
premium tax on all. plans (inside and outside the alliance) and then 
takes all the money raised and returns it to plans in the alliance 
in the form of subsidies, the premium tax is only .a tax on the 
corporate alliances. This ERISA preemption proposal would be very 
controversial with large employer plans and Taft-Hartley plans. 

Page 74 ~- Last Paragraph 

The meaning of allowing States to require all payers' to 
reimburse essential community services is not clear. What are 
essential community services? .What will the permitted mechanisms 
be for collecting these reimbursements? What will prevent States 
from imposing a tax or assessment targeted to corporate alliances? 

Page 76 -~ Paragraph.2 

Who will be responsible for regulating this new type of re
insurance? 

Page .81 -- Paragraph 6 

The proposal seems to call for extensive regulation of the 
sale of insurance covering additional benefits, including the "loss 
of license to sell insurance ... - This proposal raises a large number 
of administrative questions. Does this assume a Federal role in 
licensing the. sale of insurance? Does it assume that state 
regulators will be encouraged ~r required to. ensure compliance with 
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these. Federal standards? Will the NAIC be involved? What will the 
Federal government's role be in monitoring State regulatory 
activity? Which Federal agency will be responsible for 
administering the program? 

Page 81 -- Last Paragraph 

Although the tax treatment of additional benefits will be 
address~d on page 262, it might be helpful to address that issue 
directly in this section. · 

Pages 86-87 -- Paragraph 5 

Until we received a copy of the draft plan, we were not aware 
that proposals to provide tax preferences to certain· health 
professionals were being considered for inclusion. The proposals 
are directed at attracting and retaining health professionals in 
rural areas. These objectives could be achieved more efficiently 
through grants and other expenditures than through a tax program. 
The IRS is ill-equipped to define qualifying areas and to determine 

·whether individuals would actually qualify for the credit. 

Fo~ example, the non-refundable tax credit of $1,000 per month 
($500 in the. case of health care providers) would reward higher
income physicians (who may be charging excessive fees), while 
providing little or no relief to health care providers.with low or 
moderate incomes.· To receive the fuil benefits of this provision, 
a rural doctor must have $12,000 of taxes to offset with the non-· 
refundable credit. In addition, in some cases, relatively high-

. inc:o:m~ health p~~ctition~rs will be paying lit-tle or no tax~s. 
This can; in turn, result in long-range problems for the tax system 
by confirming the perception :that the "rich don't pay taxes." 

It is not necessary to also allow up to $5,000 of 
deductibility of annual student loan interest for providers, since 
this benefit could effectively be delivered through a higher tax 
credit. This provision also would.open the door to other proposals 
to allow deductibility of student loan interest. 

Revenue estimates have not been requested for these 
provisions, andthus the Federal budget tables, showing the impact 
of the plan, do not include the impact of these new tax 
expenditures .. Before providing estimates of these provisions, we 
will need additional- information: e.g., effective dates, transition 
period (if any), and the definition of' a rural area with a shortage 
of health professionals. Clarification will also be needed with 
respect to the specification of the proposal. With respect to the 
tax credit, it is not clear what is t~ be recaptured during the 

· first five years of practice. 
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Page 9 3 -- Paragraphs .1 .through 5 

The plan ultimately must tackle the question of the 
appropriate scope of the Inter-Alliance . Health. Security Fund's 
responsibilities. Should the Fund be. an agency of the Treasury 
Department? Given the Fund's need for individual premium account 
data, the Fund should probably be responsible for maintaining the 
singie centralized data base of u.s. individuals referred to in our 
.accompanying memorandum. Because this data base will be necessary 
to track premium payments and as a source for mandatory 
participation and premium payment compliance and enforcement 
efforts; it may make sense for the · Fund to also handle the 
compliance and enforcement efforts under the health·care system. 
Alternatively, any other agency charged with ensuring compliance 

- with the plan's participation and premium mandates should have 
access to the recommended centralized data base of u.s. individuals 
to assist in its compliance and enforcement efforts. Obviously, if· 
the Fund maintains the data base but is not charged with compliance 
and enforcement efforts, it wiil have to facilitate communications 
and coordination of the compliance and enforcement efforts with the 
agency charged with these responsibilities. · 

Page 93 -~ Paragraph 2 

Clarify and expand on .the statement that "(t]he Fund holds all 
money received ... until paid .... " Will funds be deposited in the 
Treasury? Will they be invested? Will.interest come from banks 
holding funds (similar to the present Treasury TT&L syst~m)? or 
will funds be consolidated for temporary investment in securities? 
What restrictions should be placed on the type of investments 
(e.g., Treasury securities)? 

Traditionally,. the Treasury has deferred to the controlling 
agency/board in terms of the investment .and management decisions 
concerning trust funds. Under·this proposal; the Fund would be. a 
non-profit pu,blic corporation controlled by a five-member board of 
directors, which we assume would be charged with these kinds of 
investment decisions. The proposal· goes on to provide the 
Secretary with a series· of approvals that could affect the expected 
return to :those investment decisions, including ·approval of the · 
fees charged the alliances for administrative costs (such 
administrative costs would otherwise be paid by the Fund) (page 95, 

·paragraph l) and approval of the procedures under which the Fund 
will make bridge loans to alliances that experience short-term 
shortages. including interest rates charged and maximum loan amounts . · 
(page 96, paragraphs 2 and 3). A potential for conflict exists to 
the extent the procedures appr.oved by the Secretary interfere with 
the investment decisions and expectations of ~he Fund. 
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Page 93 

The Secretary of the Treasury currently enjoys broad 
_discretionary authority to appoint financial institutions (i.e. 
local banks) as a depositary or financial agent. The last bullet 
of the Draft refers to banks which "participate in the Treasury tax 
and loan depository system". as being eligible for contracting_ with 
alliances. The bullet as written could act as a limitation on the 
number of banks which could participate. Suggestion: . refer to 
banks which have been designated by the Secretary .of the Treasury 

·as "depositaries and financial agents." · 

Page 93 ~~ Last ·paragraph 

The Secretary of the Treasury currently enjoys broad 
discretionary authority to appoint financial institutions (i.e., 
local banks) as a depositary or financial agent. The bullet in the 
last paragraph on page 93 refers to' banks that ''participate in the 

· Treasury tax and loan· depository system" as being eligible for · 
contracting with alliances. The bullet as written could act as a 
limitation on the number of banks that could participate. It is 
suggested that the text refer to banks that have been designated by 
the Secretary of the Treasury as "depositaries and financial 
agents." 

Page 94 ~-~ Last .Paragraph 

Clarify the status of the Inter-Alliance Health Security Fund 
as a Federal entity, i.e., a u.s. Government Corporation. 

Page 95 -~ Para9raph 1. 

Will the Inter-Alliance Health Security Fund be maintained at 
the Treasury with the· secretary playing the role of "Managing 
Trustee", as is the case with respect to a number of statutory 
trust funds currently managed by the Secretary? This determines. 
the extent of administrative support required from the Treasury. 

Page 95 Paragraph 3 

It is important that· the enabling legislation remove the 
ability of the FDIC to abrogate· any collateralization agreements 
established at banks through which the employer and employee 
contributions would be transmitted. A failure to do so could 
result in a loss to the Fund of. the amounts in excess of the 
deposit insurance limit·. Current FDIC authority can be construed 
to permit the FDIC to·ignore the collateral agreements and seize 

·the collateral for general purposes, in the event of a failure of 
a financial institution to which contributions have been deposited. 
The result would be that the collateral would no longer be 
available and the account WQuld be relegated to the level of a 
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depositor as to the first $100 ~ 000 deposited and to a. general 
unsecured creditor for all.amounts deposited in excess of $100,000. 

Page 95 -- Paragraph 4 

Where do the subsidies for health care preml.ums that are 
transferred to the Inter-Alliance Health Security Fund and credited 
to alliance accounts come from? The General Trust Fund? 

J 

Page 96 

It is possible that the loans. to be made by the Fund to 
Community-Based-Health Plans could trigger provisions of section 

·504 of the 1990 Credit Reform Act and thus require and 
appropriation for the "subsidyi• provided by the Loan. · 

.The second paragraph of the "Loans to Community-Based Health 
Plans" refers to an apparent requirement for the Treasury to 
include in its appropriation request an amount "necessary to 
provide or guarantee loans and to administer the loan program." It 
is not clear from the description of the appropriation whether the 
subsidy amount· that might be required would be a part of the 
Treasury request. It is also not clear what other administration 
expenses the TreaSUJ:"Y would incur under this program given that the 
Fund will provide the direct loans or loan guarantees. 

There appears to be an internal inconsistency as to which 
agency will establish disbursement procedures. This paragraph 
provides that the Fund will establish procedures for "proper 
authorization of disbursements", while the last paragraph on page 
96 directs the Secretary of the Treasury to issue "regulations 
specifying . collection and disbursement of premium 
contributions.'' We suggest that the plan have the Secretary direct 
the disbursement procedures with applicable statutory authority. 

Page 96 ,...-·Paragraphs 2 and 3 

Why· are bridge loans to alliances "deducted from. interest 
earned on money deposited?" 

Page 96 ~~ Paragraphs 4 and 5 

The first of these· two paragraphs states that the Fund is 
· authorized to make loans and guarantee loans to community-based· 
-health plans. The second paragraph states that Treasury will 
include the amount necessary to provide or guarantee loans and to 
administer the loan program in its request to Congress for 
appropriations. Is the Fund intended to be on-budget or off-budget 
along the lines of the Social Security Trust Funds? If the Fund is 
a Federal entity submitting a budget to Congress, why doesn't it 
request the funds? What is Treasury's role in "administering" the 
loan program (and what administrative expenses w~uld the Treasury 
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incur) when the Fund makes the loansjguarantees? (This section 
seems to be structured on the assumption that the Fund is a non
Federal entity and cannot receive appropriations directly from 
Congress.) 

It. is possible that the lo~ni to be made by the Fund to 
community-based health plans could trigger provisions of section 
504 of the 1990 .Credit Reform Act and thus require an appropriation 
for the "subsidy" provided by the loan. Paragraph 5 refers to an 
apparent requirement that the Treasury include in its appropriation· 
request an amount "necessary to provide or guarantee loans and to 
administer the loan program." It is not clear from the description 
of the appropriation whether the subsidy amount that might be 
required would be a part of.the Treasury request. · 

Page 97 . (Entire Chaptei) 

This chapter outlines the key assumptions underlying global. 
budgeting. These assumptions-affect Treasury's estimates of the 
revenue impacts of the employer mandate and the tax cap because the 
growth in the costs of the basic benefit plan is constrained by 
global budgets. If the global budgets-are not enforceable or if 
the growth rates cannot be achieved, then Treasury's revenue 
estimates of the proposal will be overly optimistic (that is, 
revenue gains will be overstated and revenue losses·understated). 
We are especially concerned because there does not appear to be an 
analytical link between the discussions regarding the enforcement 
mechanisms and the global budget growth rates. (For example, the 
global budgets in the corporate alliance. do not appear to be 
enforceable at all.) If CBO or JCT .cannot be convinced that the 
global budget enforcement mechanisms can achieve these growth 
rates, then their estimates qf the· _proposal will differ greatly 
from the Administration's. 

A critical issue that needs to be focused on at the very 
highest levels is the impact of non-compliance wit~ the premium 
mandate on the global budgeting issue and on the revenue estimates 
for the plan. Currently, despite a mature collection, compliance, 
and enforcement function within the Internal Revenue Service, tax 
compliance levels are just over 80%. The approximately 20% gap 
between a 100%-complii:mce level and the actual compliance .level 
contributes to a tax gap that has been estimated at $127 billion. 
Further, over half of this tax·gap figure is attributable to self
employed individuals~ Because the inc~me and employment tax 
mandates under the federal tax system are similar in nature to the 
premium mandates under the plan, the Internal Revenue Service's 
non-compliance statistics under its mature systems suggest that. 
non-compliance with the premium mandate will be a significant 
issue. · 
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Page 100 -- Paragraph 1 

_The assessment will be perceived as both excessive and poorly 
targeted. The assessment is applicable to plans without regard to· 
why their bids exceed the alliance's target. Thus, plans providing 
higher quality services are penalized in the same fashion as plans 

. charging outrageous fees. By taxing both the plan and the provider 
who receives payments from the plan, this proposal is equivalent to 
a 200 percent excise tax on proceeds above the target level. It is· 
not clear who would be responsible for administering this 
assessment or whether the assessment is applicable to prior or 
current year receipts. It is also unclear where the assessments 
go; who receives them? · 

The draft also must be clearer as to which year is the first 
year of enforcement, which year is the baseline year,. and how these 
two are sequenced. 

Page 101 Paragraph'4 

See comments regarding previous page. 

Pa~e 104 Last Paragraph 

Corporate alliances do not appear to be penalized for failure 
to meet the global budget targets. 

Page 114 -- Last Paragraph .. (First .Bullet) 

This · paragraph discusses the importance of privacy and 
confidentiality rights under the plan. It should be noted that if 
the Internal Revenue Service is charged with enforcing mandatory 
participation, it will need access . to the data base of u.s. 
individuals used under the plan. Because this data base could be 
a valuable tool for identifying not only non-enrollees under th~ 

·health care system~ but also non-filers under ·_the income tax.· 
system, some individuals not· meeting their income tax filing· 
obligations may have reservations about enrolling under the health 
care system and may raise this privacy issue in their 
defense. . Although the Internal Revenue Service is not sympathetic 
to such a privacy ·argument S\J.pporting criminal, non-compliant 
behavior under the tax system, the introduction of the Internal 

. Revenue Service into the premium compliance and enforcement picture 
will likely raise privacy, confidentiality, and disclosure concerns 
under the health care system. 

Page 117 -- Last Paragraph 

The electronic network containing enrollment, financial and_ 
utilization data sounds like an excellent idea that will require 
·extensive coordination among affected parties and major systems 
development effort. TQ the extent that uniform standards require 
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providers, health plans, alliances and employers to developjrevise 
existing electronic systems, it should be considered.a long range 
effort. 

Page 164 - Paragraph 3 (Bullets 3 through 5) 

These provisions seem to track the legislation lntroduced by 
Secretary Bent~en iast year and unless specifically indicated we 
assume that the proposal will follow that legislation. 

A sentence should be added to the end of the last bullet 
clarifying that "Long-term care benefits could not, however, be 
provided on a ta~-favored basis through cafeteria plans or other 
similar arrangements". 

Page 165 

A targeted grant program, instead of a tax credit, would 
probably better· achieve the objective of assisting the working 
disabled. To obtain the maximum benefits of this proposal, an 
individual would be required to . be highly disabled or · able to 
afford expensive care·· (and thus have $15,000 of qualifying 
expenditures) and $7,500 of income taxes.· Individuals with low tax 
liabilities (possibly .because of high medical deductions) or unable 
to afford expensive care would likely ~ot benefit from this 
provision.· 

In any event, earlier this spring, Treasury was asked to 
estimate a similar proposal to provide a tax credit to. individuals 
with disabilities who work. Additional clarification is necessary 
to ensure that the description of the proposal is consistent with 
the option estimated. For example, if our interpretation for 
estimating the proposal is correct, .it should be stated that the 
credit would be non-refundable and only available to persons with 
high disability expenditures relative to earnings. 

Page 223 -- Entire Chapter 

Two broad but important points should be clarified more 
explicitly. First, .what is the starting date of the prohibitions 
against insurers terminating coverage for individuals? Second, are 
there any ·restrictions at all on premium increases during the 
transition period? 

Page 233 -- Paragraph 5 

Based on the discussions earlier this week, we assume that 
this provision -- to require payment to the Unites States Treasury 
of r·evenues collected by pharmaceutical manufacturers that are 
att~ibutable t~ prices in excess of the inflation rate -- has been 
dropped. · 
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Page 242 -- Paragraph 3 

The computation of "an average, full-time wage" of under 
$24,000 for purposes . of employer qualification for a premium 
subsidi is easily manipulable. The statute should provide specific 
anti-abuse rules, such as requiring the aggregation of 
distributions to shareholders of closely~held S corporations and 
wages in order to determine the average, full-time wage. Absent 
such a rule; employee-owners would have an incentive · to reduce 
their wages and take amounts out of an s corporation through 
distributions in order to reduce the corporation's average, full-
time wage. · 

Pages 242 and 243 

The whole area of employer (and employee) premium subsidies is 
a major area of potential non-compliance and exposure under. the 
plan. This point needs to be emphasized at the highest levels. 
Employers will have a great incentive to overestimate the premium 
subsidies to which they are entitled. If the subsidies are made 
available under a self-assessment system similar to that underlying 
our federal tax system, then an employer's claimed premium 
subsidies can only be verified well after the fact (and then only 
for a very small percentage of the employers). By way of analogy, 
the overall Internal Revenue Service audit coverage level stands at 
less than 1%; significant resources would be necessary to bring 

.this coverage rate above the 1% level. For example, the Internal 
Revenue Service estimates that an additional 41,800 examiners would 
be needed at a ¢ost of $3.3 billion to merely raise the audit 
coverage level up to 2%. 

Page 259 

Based on our discussions with the Urban Institute, we suspect 
that the estimates of the subsidies for the unemployed population 
may not coincide with the description of the policy. Under the 
description, the benefits would be available to unemployed workers 
without regard to the reason for termination. Urban's estimates 
may have only extended the subsidies to persons now qualifying for 
unemployment insurance· benefits. 

· If-these benefits are to be financed through an increase in 
the FUTA tax base, we need additional information to ensure that 
the revenue.estimates are consistent with the proposal. 

Page 262 -~ Paragraph 2 

. This page describ.es what appears to be a Y§IT aggressive tax 
cap proposal-- including a limit on the "tax exemption" to 100% of 
the weighted average premium in the alliance and repeal of 
cafeteria plans for health benefits. This is inconflict with the 
description of the tax cap that has been pr<~vided orally at a 
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number of meetings. Since Treasury will be responsible for 
administering and estimating whatever tax cap proposal is adopted,. 
we would appreciate guidance on exactly what is being consiaered. 
We would also appreciate the opportunity to express the Treasury's 
views on these issues. 

Page 262 -- Paragraph 3 

This should be modified to read: 

Any premium payment by a self~employed person for the 
comprehensive benefit package is fully tax deductible for 

_income .tax purposes. 

The current law 25% deduction is scheduled to expire at the 
end of 1993. Will this 100% deduction be effective beginning in 
1994? Or will the 25% be extended for some·period of time? In. 
addition, we recommend that the .discussion of any tax cap proposal 
clarify that any rules limiting the exclusion for employer;_provided 
health insurance (or the employer's deduction) would also 1 imi t the 
self-employed deduction in a comparable manner. 

Page 262 -- Paragraph 6 

The description of the transition· relief for collective 
bargaining agreements, is not consistent with historic practice in 
this area. Generally, transition relief is provided t:hrough the 
end of agreements in effect on the. date of.enactment. This draft 
would provide transition relief for any agreement in effect on 
January 1, 1997. This goes well beyond any relief that can be 
justified ·on policy grounds. In addition, standard collective 
bargaining relief provides a sunset date, usually 3 years after the 
date · of enactment. This prevents unions and employers from 
entering · into long term (e.g. , 10-2 0 year) agreements on these 
issues that extend .the life of the tax...,favored treatment. We 
recommend that this paragraph be modified as follows: 

In the case of collective bargaining agreements in effect on 
the date of enactment, additional benefits will continue to be 
available for the duration of the contract, but in no event 
for more than three years following the date of enactment. 

Page 262 ~~ Last. Paragraph 

Are controls adequate over the transfer of account balances 
between alliances? Does the system depend on individuals detecting 
errors in account transfers? Could alliance accounts maintained by 
the Fund be reconciled to individual/family accounts maintained by 
the alliance? Some type of reconciliation for c~ntrol purposes is 
needed. 
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Page 263 -- Paragraph 4 

It is important· to impose strict controls on the disclosure · 
and use of confidential taxpayer information. This applies both to 
the us.e of copies. of tax. returns obtained from taxpayers themselves. 
and to the verification of income data with the IRS and other 
agencies. This concern is magnified by the prospect that alliance 
employees will not necessarily · even be public employees. Our 
voluntary income tax system depends _in large part on taxpayers' 
confidence that the information submitted will remain confidential 
and will not be inappropriately disseminated. 

Page 2 63 -- Paragraph 6. · 

. We do not believe. that the proposal to· recapture the employer · 
subsidy should be included in the package. Employees will likely 
perceive this tax as unfair, if either their employer does not pass 

· · back the subsidy in the form of higher compensation or they are 
unaware that their wages have in fact increased as a consequence of 
the subsidy. For such a tax to be enforceable, employers must 
report the amount of the subsidy received on behalf of each 
individual employee to both the IRS and _the employee. We believe 
that this tax would be difficult to collect ·and impossible to 
explain. 

Page 264 -~ Paragraph 1 {Last Bullet) 

_ . After two years, Federal grants to States are based on the 
initial year's audited subsidies adjusted for certain factors and 
significant changes. If this method of estimating the subsidy does 
not cover actual State/alliance shortfalls, is the State liable or 
are Federal supplemental-appropriations required? 

Page 269 ~- First Bullet 

Since electronic funds transfer is being promoted, the 
statement that employers will 11 wri te one check each pay period 11 

should be changed to read, "make one payment each pay period". 

Additional Issues Not. Mentioned in Materials 

• TOBACCO TAXES -- In order to prepare estimates, we will need 
·to know the rate of tax increase; effective date; phase-in 
schedule; and whether the tax rate will be indexed. It is worth . 

· . noting that estimates that have been used of revenue raised have · 
not been consistent with Treasury estimates. In addition, we 
anticipate that certain compliance measures will be necessary to 
ensure collection of the revenue,·· and we assume that those will be 
a part of the package. We are also assuming that the Treasury 
Department will not have responsibility for designing any subsidy 
for tobacco farmers. Finally, it w~uld be helpful to know what 
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types of materials you will be expecting from the Treasury 
Department to explain this change. 

We W9Uld also like to note that White House sources have been 
using. t,obacco tax revenue estimates prepared by the Coalition on 
Smoking or Health in their discussions with the media. As a 
general rule, we do not think it is appropriate to use revenue 
estimates prepared by anyone other than the official government 
agency responsible for estimating since it tends to give estimates 
prepared by outside groups more credibility than they generally 
deserve and results in unnecessary confusion. Revenue estimates on 
a variety of tobacco tax options have been provided by the Treasury 
Department. We believe ·that the JCT estimates,.which the Congress 
will rei.y upon, are consistent with Treasury.estimates. 

• ·AlCOHOL TAXES -- These issues have not· been discussed at 
length, and we are not certain what we. can do to be of further 
assistance in analyzing these ·taxes. The Treasury Department would 
like to be involved in the process of formulating policies ·on 
alcohol taxes, and we are interested in how you intend to proceed 
with this issue. 

, • CHANGES IN RULES GOVERNING THE TAXATION OF NONPROFIT HEALTH 
CARE PROVIDERS Materials prepared by the· working groups 
discussed options for changing the tax treatment of nonprofit 
health care providers (~, section 501(c) (3) hospitals; Blue 
Cross/Blue Shield plans; and HMOs). Since we have nat seen any 
indication of. changes in these rules and the materials we have been 
provided do not recommend any changes, we assume that norie are 
being proposed. 
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CONFIDENTIAL MEMORANDUM 

TO:· Hillary Rod ham Clinton 
RE: · Medicare/Medicaid and the budget 
DT: 12/14/94 · 
cc: Melanne 

In this morning's budget discussion, Alice will lay out where we fall short in achieving 
the current goals of a tax cut (approximately $50 billion), a worker retraining initiative 
(approximately $25 billion), and avoiding a deficit problem. Apparently, we face a , 
significant shortfall (particularly when you consider some of our possible assumed savings are· 
unlikely to be politically viable), which will require painful decisions -- decisions that may 
bring back into play some significant cuts in Medicare and, possibly, Medicaid. 

I believe one of the desires of this (and/or previous) meetings has been to come to 
closure on exactly what is the size/scope of the tax cut, so that the President can talk about it · 
with some specificity on Thursday. The one point I think is important to emphasize is that 
publicizing a specific number may well signficantly constrain our budget optiqns and may 
push us to look at signifieant cuts in the health entitlements for financing. My primary 
point here is to suggest that, if finalizing a tax cut policy has the potential to drive other 
budget numbers, you may consider asking what implications ariy such decision has on 
health care savings proposals. For example, does this by definition tie our bands into 
any specific funding need from the health programs beyond the extender-S and, if so, 
what are the specific implifications in terms of dollars necessary and impact on health 
policy politics (whether for our budget or in future negotiations on the Hill). . . 

It is now clear that, as· far as Leon and OMB are concerned, both sets of Medicare 
extenders [$19 billion over 5 years and $125 over 10 years] that we have been talking about 
as possible health reform financing sources are already being assumed in the budget baseline. 
In other words, these Medicare savings are being used as funding sources for the non-health 
carespenders or to help reduce the deficit problem. . 

Because of the budget pressures, it does not come as a surprise_ that these extenders 
are apparently being assumed for non-health purposes in the budget baseline (although some 
of our supporters, including Senator Kennedy -- who just met with the President today, will 
be upset). What would create disproportionately greater problems is a move for significantly 
greater cuts from Medicare and possibly Medicaid to address real or perceived shortfalls. 

-1-
CLINTON LIBRARY PHOTOCOPY 



Apparently Alice will be presenting a whole range of Medicare and Medicaid savings 
that may amount to over 85 billion dollars more OVER 5 years. I believe she is preparing 
this information because (1) she thinks we should be placing these on the table now so that 
we can define ourselves in terms of being willing to step up to the plate and show our desire 
to both reduce the deficit and have small investments in health reform; (2) she believes Leon 
and Bob are open to additiona:l Medicare (particularly provider) cuts; (3) she has heard Laura 
talk about the possible need for an entitlement summit and possible implications of a small 
Medicare entitlement cap; and ( 4) she thinks we need money or at least more options on the 
table to make the numbers eventually work out. 

· The fears I have about Alice's presentation can be narrowed to one word: LEAKS. 
If there is any public perception that we are talking about major Medicare/Medicaid 
cuts (particularly if they are not signficantly redirected for reform), we will hear a 

. major outcry from our traditional base of consumer advocates and the elderly' the 
hospitals, and many other providers. I would like to suggest that you emphasize this 

_point. 

You may als~ want to ask her when we will have the new Medicare/Medicaid 
baseline numbers incorporated into the baseline (which apparently will lower the deficit 
-- perhaps by tens of billions of dollars -- and thus hopefully reduce pressure on us to 
cut programs for deficit reduction). [She is pushing HHS for these numbers now, but their 
absence means that we will have to recalibrate our deficit numbers and proposed savings 
numbers in a very short period of time]. · 

Lastly, it ispossible that the subject of a Medicaid block grant or other Medicaid 
savings proposals may come up. There may be some political and policy appeal to these 
proposals. Because of the states strong desire for flexibility and the Governors ongoing 
discussions with the Republicans (and the President), the President may understandably be 
somewhat intrigued. As you know, however, there are tremendous implications with 
proposals such as these and I would only ask that we have an informed discussion on the 
matter preceeded by a DPC/NEC Map Group meeting to help us prepare. . - . 

In case the Medicaid blockgrant issue is raised, I am attaching some background 
information and some pros & cons on it for your use. (I do this although I understand from 

- . 

Melanne's intelligence that most of the budget participants -- other than Gene and perhaps 
the President ·--are not seriously focusing on this proposal at this point). 

I am sure I am giving you ·too much, but I thought this information might be helpful· 
for both the morning budget meeting (if you go) and your afternoon meeting with Bob, Alice 
and Laura. 
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, THE SECFlETARY OF.,H EAL TH AND HUMAN SERViCES. 

wASHINGTON, o. 'c. 20201 .. 

PLEASE NOTIFY OR HAND~CARRY. · 
Tm$ TRANSMISSION TO THE . . 

.. FOLLOWING PERSONAS SOON AS. . . . . . . . . ' - . . . ., 

.POSSIBLE: 

DATE: December 12, 1994 
--~------~------

'TIME: 5: lOp 

TO : · ·The >:First· Lady · 

' . 
I 

COMPANY . ·· : The white House 

FAX NtiMBER: ..;.;45;..;;6~-.;.;62;..,;.4.:;;..4:';....: .. """:._· ---'-__._ _ ___.. 

FROM:·· •. Secretary Donna E.· Shalala 

o:rFICE QF .THE . SE~T~Y . 
2!)0 INDEPENDENCE AVENUE, S~W. 
W.i\SHINGTO~, 'D. c. 20201· 

TELEPHONE NUMBER · 456-6266 

P02) 690-7000. 'FAX NO. (202) 690-7595 

coMMEN~~s: . -~__.; __ ,...._..;._ __ -:-__ .;..__.,......;._.;._ ___ __;.. ___ _ 
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THES,ECRETARY OF HE LTH AND HUMAN SERVICES 
WASHING ON, D.C. ·~O:.!Cll 

DEC 1-2 1994 

·· . ;:;;:~~:;~P~;~;~~~;ty;:J;~~~~·ia~i;;~us~0 b:mr:calsu~~~ ~~ . ·. 
·.the President's budget. To ·leav~ it out -~ or be vague about it -- . 

· -will expose us to charges that we've qtbandoned our· health care .. 
goc;tls. · To show that. we stand y our commitments. and that we've 
h~ard people's desire to· move in re~entally, ·a program that covers 
kids in working families is·the atural first step (or down 
payment:) on the. se_curity of . affordable coverage we've . been 
promot~.ng for the last two years. · · 

' . 

A'p.:togt:-arn.for kids achieves the undamental objectives we've been 
discussing: 

0 · Security for working familia . M~dicaid provide!? covercige for 
kids in poor-.families; but m ddle· income families .cannot count 
on co-\rera'ge through the!ir j bs . An expan~ion of coverage to. 
families·above the poverty evel is protection. for families 
struggling ·to play by the r les. It .also assists in moving 
families off welf·are, they will retain coverage for 

· their kids. · · · · 

o · Af:Eordabili ty · at acceptable A ·combination of tobacco 
·tax -revenues and Medicare s vings Can fund .a reasonable kids 
program. These· Medicare sa ings can be largely justified in 
terms of our belief -in lowing growth in payments_ to 

- prc,vider's. Our commitment . t . fiscal responsibility as weli as 
hectlth care. is best senred y .clearly· delineating' :where the 
dollars come from in the Pre ident' s ·budget . · ' 

o Mir.1imizing. bureaucracy. an build on experience a n'i.ltnber 
of states have had in 6fferi g a. program tha,t helps families . 
buy private health· insurance policies. states could be given 
flexibility to implement pr grams as they see fit, avoiding 
the administrative complexit CBO found in the H,SA. · 

f 

Expanded coverag~ for kids is 
risk can be mitigated. 

ithout risk, but I believe this 

. 0 Dro:pping . of employer cover ge. Subsidizing· fam:i;lies to . 
purchase coverage on their o raises concerns that ·employers 
will. stop providi:ng thc:ft co~erage. If that's. the case, we 
will be substituting public for private spending and using 
sca:r-ce public resources to co er the already insured. This is·· 
hardly a· new problem .in heal h reform and cannot be totally 
avb:Lded. But it can be miti ated by: 
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limiting 100% subsidies to people .·with very modest 
incomes (133% poverty) 

covering kids whO have been without private insurance for 
a year' 

preventing employers who provide dependent coverage from. 
giving it to some em~loyees Cpigh wage) and not others . · 
(low.wag~). 

' ! 

In my judgement, this.issue is getting.more attention. than .. it· 
deservos. We're foeusing on low income, uninsured kids in working 

· . familh!s; if we. become overly preoccupied with employers dropping 
covera~re, . we can't move coverage forward at all. 

Finally, interest has been expressed .in: cutting Medi~aid as a way 
to produce budgetary savings. Sucp action wou;t.d undermine the 

. significant advances we have made incoverage·expansionei.for women 
and kids in· recent years. On our watch, .. Medicaid cos.t growth has 
slowed, . states' flexibility has increased and coverage has •. 
expanded~ · We, should ·:take. credit for these 'achievements . But we 

·must ric,t, reverse our direction. We must not leave. any American 
/child behind. · · · 

-~-
Donna E. Shaiala 

. ~. 
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PERSONAL AND PRIVILEGED MEMORANDUM 

TO: 
FR:· 
RE: 
cc: 

Hillary Rodham Clinton 
Chris J. 
Budget/Health POTUS Briefing 
Melanne 

May 26, 1995 

Today's budget/health meting is one in a series of budget briefings that attempts to respond to 
the President's request for a balanced portrayal of the requirements for and impact of a 9-year 
balanced budget glide path. These meetings are being characterized by Leon and others as · 
purely informational, not deCision-making oriented. Whil~ this is no doubt true, the · 
definition of "fair and balanced" is of course in the eye of the beholder. Moreover, the 
meetings will at least contribute to framing the parameters of the decision options. 

After I talked with . you and Melanne last night, I had long conversations with Jack Lew and 
Nancy Ann Min. Although I was unable to access the paper that will be presented to the 
President today, I asked that Jack or Alice forward you their presentation directly to you 
BEFORE you leave today. (OMB --under the direction of the President arid Leon-- will 
not circulate any paper to anyone; keeping in mind what type of info is being presented, leaks 
would be devastating.) My understanding is that in this morning's 7:30 meeting, Alice is 
going to work out something with Maggie-- she will likely offer to brief you herself (on the 

. health and ail other budget related areas, many of which you will want to know about no 
doubt.) If this occurs, I think you should accept; my only advice is that, at least with the . 
health portion of any such briefing, you ask that I sit in. · . 

· Thanks to Maggie, I will be at the meeting today with Leon and then subsequently with the 
President. I will call you and Melanne to give you two a quick briefing. 

I did get an oral briefing from Nancy Ann. Overall, it sounds like the presentation, in the 
Alice Rivlin tradition, is a bit more detailed than maybe necessary. Having said this, it 
sounds like nothing in it will be overly surprising. 

The discussion will focus on various presentations of sources and uses tables. The uses tables 
have barely changed from the last discussion we had. The coverage expansion options are 
threefold: kids coverage, temporarily unemployed, and Alice's Medicaid investment fund. 

The uses charts have not changed too IJlUCh, except that the Medicare savings options are 
going up. They now have three seven-year Medicare savings and "trusffund strengthening" 
options: $138.6 billion, $165.2 billion an~ $187.6 billion. The seven year Medicaid savings 
number stays at a constant and relatively low $39 billion-- mostly from DSH.savings. The 
tobacco revenue sources options are $33.9 billion (from a 40 cent tax) and $87 billion (from a 
$1 tax.) 
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These numbers· and packages will float all over the place in this presentation. The most 
aggressive Medicare/Medicaid combination savings number is about $226 billion (187.6 + 
$39 billion) over seven years. This represents more than twice what any Congress has ever 
passed. Having said this, it is about half of the $450 billion or so the Republicans are .. 

·considering in their comined Medicare/Medicaid budget pr_ oposals. 
. . 

. Key Numbers to Watch in Future 

If we go to a 9-year balanced budget approach, it appears that we will need a net health care 
savings number of at least $150 billion over sevent years. (It could be as high as $200 

· billion.) This of course means that any reinvestment for health care would be on top of these . 
figures and would require additional savings or revenues. Therefore, for example, if you 

·assume that we end up needing a $175 billion net number for the deficit glide path, the 
investment packages that we have been considering would probably require an addition $50 to 
70 billion -- in other words, a gross health care savings number of approximately $225-
$245 billion 

I have been consulting with· a wide variety of people I trust to get a sense of outside 
'parameters of what is possible without ruining the programs. In short, and I will explain 
later, they believe that you can get about $150 billion from Medicare and $50-70 billion out 
of Medicaid over seven years .. (This of course has nothing to do with the. political 
advisability of starting or ending up with these numbers -~ a subject I would like to talk with 
you and Melanne about later.) 

Lastly, I am enclosing a one page sheet ori the provisions we are tentatively assuming for 
every package at this point.· There really are not too many surprises here, but I would like to 
go over them with you when you get back. Also enclosed is the FDA release surrounding 

· theirinterpretation of the GAIT/generic issue. I talked with David Pryor yesterday and he 
knows we (and you) did everything we could ~onsideririg the circumstances. He will be · 

· critical of the decision and will. push legislation as soon as the Congress returns. The 
A~inistration will be strongly behind it. "'~ 

Talk to you soon. 

'. ;:.: 

• "! .. 

. . · ,;, ~ 
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THE COMMONWEALTH FUND 
Hark~¥ HI)U~ 

One ~t- 75tlJ Street 
New Yorki New V()rk 10021 

212 .. 535-·· 

LETTER OF MEMORANDUM 

February ll, 1993 

TO: Hillary Rodham Clinton 

FROM: K.a:rcri ·Davis 

RE: Notes From. 2n1~ M~ting With President Clinton 

As yeio 'req~~c..,ttd, attached are my notes from the 217/93 meeting with President Clinton on 
Health. Reform and the Dconomic Package. Let me know if you wisll any clarification .. 

I . 

CLINTON LIBRARY PHOTOCOPY 



,. . FEB 11 '93 16:54 COM~10NWERLTH FUND 212 249 1276 P.3 

DETERMINED TO BE AN 
. . ADMINISTRATIVE MARKING . 

reMf'ff)!M'flAL. DRAFT INITIALS: ~f)7 DATE: ()fJ(~/D'\ 
· ·· ~oou ~o· f · . 

NOTES FROM 217/93 MEETING WITH PRESlDENT ON REALTII REFORM AND 
ECONOMIC PACKAGE 

ATTENDEES: President, Vice Pr~idtJit, Hillary Rodman Clinton, Donna Sha.laJa, Lloyd 
Bentsen, Ron Brown, Roben Rubin, te.on Panetta, Alice Rivlin, Laura Tyson, Iru Magaziner. 
Bowman Cutter, Alan Blinder, Mack Md.arty, George Stephanopolous and other aides (HHS -
- Phil Lee, Karen D .. will, Judith Ft>.der, . Ken Thorpe, Atul Gwande; Policy Development -- Paul 
Starr; Oomestit~ Policy -w Sara Rosenbaum, Gene Sperling; Treasury -- Marina Weiss; OMB -
Joe Minarik; Economic ·C..onncil and CI!A •• David Cutler. Sherry Glied; others'?'!) 

.Rubin-- Purpose of I'JlCeti.ng is to decide what to include about. health 
. reform in February 17 economic speech 

. Announcements -- Bentsen: follow-on meeting on unresolved investment issues 
Shalala: follow-on meeting oo immunizations 

Magaziner -- Presentation of issue 
Health care costs rising; can't have economic plan 
or budget plan without i health plan 
Controlling costs needs tu gu beyond controlling 
health care prices, to changes practice of medicine 

· Crud~ quick solutions U):<ty exacerbate underlying 
problems 
Without unjversal health insurance coverage, cost~ 
art shifted tCI gnvemment and distortions in health 
in:omrance market (lCCUf 

Managed ·competition With global budgets offers 
long-term promise of chancing behavior 
Dilemma is that in next five years. takes time tor 
managed competition to realize substantial savings 
Could ask for standby authority to impose price 
controls or caps in short-term; indicate that health 

· plan will be submitted in May; ahortwterm price 
controls will achieve soorable savings and raise 
funds for deficit reduction and universal access 
Health. plan could be merged with deficit reduction 
plan in reconciliation 
Options for near-term cost containment include 
price free~e, extending Medicare payment schedules 

· to private.· sector, revenue cap on hospitals and 
physician £~ sch~ule, ur c-ap on priv-.-1t.e health 
iusuran~ premiuuls and M~lic.are growth; follow~l 

. in long~term by comprehensive reform 
Savings from near-term cost controls are $27 billion 

CLINTON LIBRARY PHOTOCOPY 



~· . 

.FEB 11 '93 16=54 COMMONWEALTH FUND 212 249 127 
; 

:President 

Shalala 

Magaziner 

Pre.~dent 

Jtivlin 

to federal government in 1997, $4& billion · tO 
insurers, and $26 billion to individuals for a total of 
$101 billion. 
Private sector savings ~ould be recaptured by a tax 
on insurers to expand coverage to uninsured and 
assist distressed health institutions hurt by controls 
Total funds available for deficit reduction and 
universal coverage: $72-98 billion in 1991, 
including health care cost containment ~vings li~ 
Medicare and recaptured private savings, Mec.lil.:an:~ 
budget cuts of $10 to $13 billwn, and $5-10 billion 
in sin ta.xes. 
Problem is timing. Ht:!:W.th plan won't be f('..ady in 
MarciL Reckkss to inlroduce health care ·cost ·. 
oontroh before whole plall is ready. 

-- . Should he develop some piex:es such as health 
insurance markt.t reform, community rating~ 
portability and pa8s those fust 

The difficulty is that those measures haven't been 
developed yet 

The problem ·is that we are not yet ready with 
h~th care reform 

· lt will be 4ifflcult to get comprehensive health 
reform in inCremental steps 
Near-term cost controls will gener.J.te $27 billion in 
federal savings by 1997, and private insurance 
savingli of $48 bllliun; thi:. proviU~ $20 bHUun fur 
deficit re.duetion and $50 billion for universal acc.ess 

Th~ is a fuml<tmental error in our lhinking 
We will give the impression that nothing c.an be 
done to control health care sr~ending 
$20 billion i$i an insignificant dent in federal health 

· spending; we arc :spending about $240 billion a year 
ori federal health programs; this will grow to $332 

. billion in 1997; $20 billion is only about two--thirds 
of one-year's increase in federal health spending 

We're not saying that is all that can be achieved 
Health care is driving the deficit; the problem is 
being able to tan: about the details of our health 

2 

CLiNTON LIBRARY PHOTOCOPY 



: 

·President 

Panetta 

Stephanopolou~ --

Magaziner 

Rubin 

plan for dealing with it bt:J'ore May 
We should indicate. [hat hc:o~lth care. costS are a 
major problem, and lhal we wlll addr~-. it in May 

I understand that we don't have a health care plan 
now, but. aren't we going to be criticized if we just 
ltt htlalth care co.st.s lreep going up; federal health 
spending will increase by$115 billion between now · 
Md 1997 if we wait for comprehensive reform 

What you want to do is to give· a vision of your 
plan for health care in the February 17 speech 
You would indicate that you have a Task Force in 
p.lace; it is working to put together a carefully 
throughout. health care reform plan 
In the meantime you are achieving crwible 
Medicare savings with the budget cuts that are in 
the economic package; the Mc:dicat"e savli1gs will be 
viewed as legitimate 

You don't w~mt to daim ~eater savings that can be 
bac.kr.d up 
Yuu can indicate that you believe you can get more · 
~avingii when you have a oompreh.ensive plan, you 
will offer a plan in May· that will address the 
fundamental problem of rising health care costs · 

I wish that. we could present a plan now; the politics 
of health care reform arc better than the politics of 
deticit reduction 
We can achieve real cost savings with near-term 
<:ost oontrols, but they can't be put together in a 
week 
We need to keep health care and th~ budget linked; 
they could be brought together in reconciliation 
I feel like a contrarian and don't relish being cast in 
that .role 

The issue is what to say in th~ February 17 sp~h 
The budget package will indude $18 billion in 
Mooicare Sfi'Vings; if the health reform 11lan 
develops another alternative in May. those can be 
substituted for this $18 billion 

3 
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Shalala 

Rubin 

Maaaziner · ... 

Stepha.nopolons. ·-

President ·-

Prc:::lident 

Alice Rivlin and I will work this week to develop a 
· set of Medicare hudget savings, although it may be 

somewhaL less than $18 ·billion 

What you can do ia tic health care cost containment 
and deficit reduction together by the rhetoric in the 
February 17 Spi::coh 

. In addition you can decide later whether to tie 
health reform and the budget package together in a 
single reconciliation bill 

.lt's important to suece.ed at health care reform; if 
fall you will t'eel bad 
It will be a c.entexpiece of thtl Administration 
We will tiy to get wme savings out of' he.alth cart 

· reform to help rt:Otll.:e 1Ju:: deficit 
su~uiug al he.alth reform i!j important; you·won't 
be a railur~ if you don't do a ~as tax but you will if 
you don't get health reform 

The eeonomic plan should just claim credit for $H! 
· billion in Medicare savings · · 

1 am still concernec:t that $18billion is an admission 
of deteat: it is only 2/3 of one year,s increase in 
federal health spending; it makes us appear helpless 
in the face of the budget problem 
In the meantime people are sufferingi health care 
costs are bankrupting Americans; and just shuffling 
more. billions of dollars to physicians and insurers 
We have to be careful how this is presented 

We will make a commitment tu doing ~Jrn~thing 
about he~Hh C<irl:'· OOSLS 
Health care must be a vital ingno.ditmt. uf our nverall 
ecorwmk: slrategy 

Me.dlca.re rolls are growing, adding to the cost . 
problem 

If we don't get health care reform this ycat, it will 
be tougher to get ne~t year 
lt wlll ruso be 1\ard ·on memb~s. of Congr~s 
running in the mid.:.term election, if we haven•t 

4 
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done anything on health care 
We du:u•t want. to send mixed signals 

·We should do !)I'Ojections for the second four years; 
U~.e Fatnilit-~<: OSA report did projections to the year 
2000 and showed massive savings; more savings 
kick in during the second four years 

HRC One of the reasons why Uephardt and Mitchell are 
strongly in favor of joining health refonn and the 
budget bill in reconoiliation is the need tO link these 
issues 
We had a very helpful meeting last night; there's 
been a lot of hatd work done 
There's no way to get around surrn;! kind of.cost 
containment up flunt 
Managed competition (In it."i own will not bring 
oosts uuwn . 
Whedu~r it's now or later, we've got to figure out 
how to stabi1i7.e the patient 
It's a risky strategy, but we can make a better case 
fnr deficit reduction to people if health care nnd 
deficit reduction arc joined · 
We can start by joining them by the rhetoric used in 
the february 17 speech · 

.Bf'..nt$en Do we have to decide now on whether to join health 
reform and deficit reduction legislatively in 
reconciliation? I'm concerned there will be 60 
points of order raised if we put health caie in 
reconciliation. We could just develop both and M 

· the leadership in the House and · Senate and the 
President decide at a later point. 

Vice President ~- We have the luxui)' of waiting on the Task Force to 
mak~ d~;~.dsiuns un a very Cr:.11nplex plan since it will 
include short-term price controls as a longer-tum 
system is being brought in . · 
lt's the timing issue that is the problem 
We can link health care and budget rhetorically~ but 
it would be dangerous to move forward now by 
announcing price <.:on trots until the rest of the health 
reform package is known 
The pressure from Congres.s for health care reform. 
i~.: not going to go away 

s 
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Panetta 

HRC 

.Magaziner 

HRC 

~resident· 

We shoul<l make it clear that' the days of ·smoke and 
mirrors are gone, and we w~'t take credit for a 
plan until we have a realistic plan to achi~ve them 

We shoulcl view the $18 billion in th-= budget as a 
down-payment; and indicate ·that we are going to · 
move forward with broader reform 

We should imlicate in the speech that the President · 
h~ din:.cted the Task Force ·rha~ the health plan 
must (:ontain several things that people can relate to 
such as; 

Community rating 
Exclusion of pre-existing conditions 
Job lock 

These must be features that people can understand 
an<l relate to, bave broad popular appeal 

If Gephardt goes to the membership for a hard vote 
on the budget package, it will be bard to go a few 
months later for another tough vote 

If we win the first one, then~ will .be iucrea~ing 
mumtnlum; we might lose both if we put health 
refonn and budget rle(luction rngether 

. We don't have to sm\lce a dedsion at this point 

The healt.h reform plan 'will be .ready by May 3, 
give or talre a day 
Point out that budget cuts in Medicare are modest; 
explain where they come from· 
Then indicate that can do much· better, economic 
package will be followed by a hcal.th package: the 
health package will have " ... n in it~ tell them the 
health plan will be coming; health care needs to 
have credible deficit reduction to show that 
Congress works and can aotj otherwise those up for 
election in mid-term will be at risk 
Hoping for more significant savings, can't promise more now 
Absolute certainty the plan will have fe.atures that 
guarantee thal the deficit wOI1'L C~;Jnt.inue to 1·ise in 
hil'L half (lf l.lu:! cltca.de · 
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HRC 

President 

Phil L;c 

President 

Panetta 

H these criteria are pre:sent in our plnn, have humongous savings 
Go the route of the Greenspan commission on Social Security 
If we get behind genuine cost containment, we will have the 
structural deficit in hand · 
In the second tour years, we will achieve hundreds 
of billions of health system savings, including 
savings in Medicare 
This plan will get America to the 21st eentury in 
strong shape 

. This nWls to be thought of as an eight yc::2.r plan 

We need to pr~are people foi' near-term fn1stration 
The ability of this gnvernment to deal with the 
~nvrmou~ problems creat~ by failed economic 
policies ui the past is n1artinal 
Health care needs to be put in broader context 
including the impact of high interest rates on credit 
crunch for small business, the dislocation of detense 
cuts 
We need to take steps to move to a ditJeren_t future 

We <Jan develop effective cost containment for the 
short term and the long . term; it needs a lot of 

. work; will need to develop a consensus; we can 
develop cost containment that is effective; won't 
take four years to achieve genuine savings; we are 
doing our best to get it done 

The general principle is that it is entirely possibl~ 
that greater savings can be achieved when tbe health 
pbn is fully developed . 
This is a conservative approadt 
Will re-4ch a reasone.d judgme~1t in M~y in an honest 

ami. open way of the b~sl way lO achieve health care 
cost contaiJlme-.nt 
The wors.t. scenario is that the deficit won't go. up in 
tJ1e second four years; that's the spin we should put 
on the speech; the specifics of the plan will have to 
wait until May 

• 1 The budget resolution will come in April or May, 
but reconciliation will be later; all we will need in 
April are general numbers on defense, non-defense, 
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· -Pte.<oident 

President 

Pan~trd 

Bentsen 

HRC 

VP 

entitlements, and revenues 

A hwtn care plan ceuld be financed in part by 
taxes on cigarettes, other sin taxes; if there are $27 
billion in federal savings plus $10 billion in un 
taxes that provides $37 billion ln 1997; how tkJe.'!l 

that get integrated with the budget plan 

It is a fu!ldamental decbion whether- to link 
packages legislatively or to try to move the 
economic plan first,. with health care on a separate 
track 

The Commit~s ooold be oonsulted; they may 
decide. lO Sl.Jbstitute some of the savings in health 
r~furm for items ln the budget package 

We need .to get the best package we can; the health 
plan will ~c big news when it is released; 
Congress will hold ncarings; we can decide then 
whether to add to reconciliation, can't make' that 
judgment now 

lt's similar to the trade bill and plant closings; wh.en 
separmed the two. had a better cbanc.e of passing 
both 

Gepha.tdt indicates there needs to be some lauguage 
in the buclget resolution to keep the optiun of 
joining them open 

There can be a plug !lo lo:n~ as it is deficit_ neutral 

[Discussion on budget reconciliation rules] 

Magazirier We will accelerate the work on near-term cost 
c;(!ntainment and try to have that part ready in five 
or six weeks 

Pr~dent lf we do it like we're discussing, I'll have 
something to say in the February l7 speecll 

Sara Rosenbaum-- Even if it's an option to save more money and 
cover all Americans, it will be a tremendously 
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Panetta 

Rubin 

· Presjdent 

. Panetta 

[Aide] 

Panetta 

-P.resident . 

powerful speech 

· We'll draft the spccoh 

The speech on february 17 iS key: more important 
· than a bodget resolution bill. which often isn't 
passed 

. N~ to push for a budget resolution to get serious · 
debate 

The real debate will take place in the context of 
reconciliation; that will· be the real resr 
If we put the econurnic: stirnuhL'ii. and deficit 
reduction forward, we will force Congress to deal 
wil.h the is:o;;ue.~; the reaJ fi'leat is in reconciliation 

The budget reconciliation bill won't come until after 
the health reform plan is introduced: there will be 
at least a three month hiatus 

The President will· have to push to get budget 
resolution through; House can do it 

Okay, tet's go,· l've got it. 
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MEMORANDUM 

. T~illary Rodham Clinton · 
F~is J. and Jen K. . 
RE: Upadate on Health Policy Developments 
cc: Melanne · 

April 7, 1995 

. We thought you might like an update memo on recent developments related to health care. 
As yesterday's ·enclosed Washinton Post editorial illlustrated, we are going to be under 

. increasing pressure to at least appear to be more proactive on the health care front. 

The. issues that merit particular attention are: (1) Medicare Trust Fund developments,· 
(2)health care developments on the Congressional front, and (3) the current status of our 
internal health policy development discussions. 

Medicare Trust Fund 

The Republicans have consistently attempted to draw us into the debate with their repeated 
"sky is falling" references to the Medicare Trust Fund and attacks on our "lack of leadership." 
They desperately want us to engage with them on this issue and will be turning up the heat 
during the recess and immediately after they return. Already, the Finance and Ways and 
Means Committees have announced Medicare Trust Fund hearings to take place in late April 
and early May. They have invited all of the trustees (Shalala, Rubin, Reich and Vladeck) to 
testify and to take a bashing from the Republicans. (As you know, the timing of these 
hearings happen to coincide with--or just before--the White House Conference on Aging.) 

Interestingly enough, because we were well prepared for this past Monday's release of the 
Social Security Trustees report (and probably because there was more sensationalistic news to . 
report), the media did not give the release all that much attention. To the extent it did receive· 
coverage, we think (as the enclosed articles help illustrate) we came off looking all right --
at least for the moment. For your information, we are enclosing a set of talking points, Q's 
and A's, and a background summary on the Medicare. Trust Fund issue. Also enclosed is 
some interesting testimony about the current state of the Medicare Trust Fund- that was 

. presented by one of our favorites-- Guy King. (He now works for Ernst and. Young.) 

. CLINTON LIBRARY PHOTOCOPY 



Congressional Health Care Update 

The Republicans are growing increasingly nervous abotit how their cuts in the Medicare and 
Medicaid programs are going to fare with the public. (This helps explain how much time 
Speaker Gingrich allocated tonight to outlining his "devotion" to Medicare and health care.) 

· .The Speaker and the rest of the Republicans understand all too well, however, that they have 
gone too far with their tax and deficit reduction promises to back-track now. The Committee 
Chairs are currently reviewing unprecedented. Medicare ·and Medicaid cuts. Although they 
will be gone most of the month, the Republicans will be working hard to make their case that 
they are merely reducing the rate of growth in order to strengthen the Medicare Trust Fund. 
They of course will also attempt to suggest that their· "managed care" reforms will not only 
make the system more efficient, but will also provide more choices to benefiCiaries. (As you · 
will recall from our managed care memo, it is virtually impossible to achieve ANY 
substantive Medicare· savings without limiting affordable health plan. choices and/or increasing 
beneficiaries' cost sharing requirements.) 

On April 26th, the Senate Budget Committee is planning to start their mark-up·of the budget 
.resolution. As, of this writing, they are reportedly considering at least $250 billion and $130 
billion in Medicare and Medicaid cuts respectively over seven years.· In recent days, 
however, there have been rumors that increasing pressures .to throw in some~tax gopdies for 
some of the more conservative Members may make the combination Medicare/Medicaid 
Senate number top the $400 billion mark. The House Budget Committee, which will start 
later, is likely to get closer to a $500 billion Medicare/Medicaid figure. 

In additionto using Medicare and Medicaid as the "cash cows" for their agenda, the 
Republicans are obviously looking to paste on the term "insurance reform" on any health bill 
they unveil. They of course want to label their initiatives as "health reform," so they can say 
they are meeting the President's requirement that any_ such cuts are done in a broader context. 

Questions relating to likely Republican actions are already arising. For example, do we 
oppose any major health policy change that does not expand coverage? Do we or should we 
have a ratio of spending to deficit reduction allocation when it comes to Medicare/Medicaid 
cuts? Earlier today, the President gave some answers to these questions when he publicly 
reiterated today his .desire to expand CQverage to at least the temporarily unemployed, while 
allowing that some savings would be used for deficit reduction. I believe he deftly handled 
the danger of appearing in a responsive mode by referencing the vision he outlined in the · 
State of the Union arid in his December Congressional Leadership letter. 

The Medicaid program frequently gets lost in the political shuffle, but I think it's worth noting 
a couple of points. Every success there is in reducing the Medicare cut number may be at the 
expense of increases in Medicaid cuts. Whether this occurs or not, the lowest MediCaid cut 
now being discussed by the Republican Leadership is $130 billion over 7 years; it is just as 
likely to be closer to $190 billion. This, as you know is particularly .significant since the size 
and scope ofMedicaid cuts will almost inevitably lead to actual coverage reductions only a 

· year after we were talking about universal coverage. 
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As far as the House is concerned, it is difficult to imagine anything other than. a Medicaid 
block grant (with a 5-6% growth cap) emerging from the floor. The Republicans 

1
are 

· absolutely sold on the block grant approach because (1) it is easyto understand and explain, 
(2) they are desperate for the money, and (3) most Of the Governors are giving explicit or 
implicit cover OR the'y just are not paying attention yet. 

The Senate may be a different ballgame. Senator Chafee is opposed to eliminating the 
entitlement and block granting the Medicaid program. As Chairman of the Finance 
Subcommittee on Medicaid and, more importantly, as the 11th Republican vote on the 20 
Member Financing Committee, he may have a good deal of clout -- if all of his Democratic 
Finance brothers (and sister) join him. (It certainly is not clear that this is the case, though.) 

Chafee is now in the process of developing alternatives to the block grant approach. He is 
currently playing around with an idea that eliminates Medicaid DSH payments in order to get 
significant savings. The primary problem with his approach is that it remains unclear whether· 
, there is suf~icient political support from the provider groups, from Republicans, and, even 
from the Democrats. Because of the retention of the entitlement, the lesser amount of 
flexibility, and the DSH payment reductions, there is little question that the Governors would 
oppose it. (Having said this, it is worth following this bill closely; I talked wit~ Chafee's 
stafftoday and will keep you apprised ofdevelopments.) 

As usual, the Democrats on the Hill are in disarray around the health care issue. The only 
thing they seem to agree on is a strategy to hold back, evaluate and hopefully expose the 
Republieans "mean-spirited" health C(l.re cuts. They, like the "pols" in the Administration, 
want us to prepare our ammunition but hold back UNTIL the Republicans get more specific. 
Attached, for your review, is a copy of the current set of talking points the Senate Democrats 
are using on the Medicare/Medicaid cuts. 

Ever since Daschle introduced his health reform bill, he has been fairly silent on the issue. 
However, if there is any chance whatsoever for any bridges to be built from the Republicans 
to the Democrats (or vice versa) on health reform, it will be in the Senate. This is primarily 
the case because the Senate Republicans think they need a positive health care reform spin 
and many of the Democrats have deficit reduction fever. 

Gephardt does not feel the need to develop any specific alternative and seems comfortable 
attacking (and preparing to attack) the Republicans cuts and lack of progress on health care, 
(This is of course largely due to the fact that he simply cannot achieve a broad-based 
consensus on any health refoim package.) Leader Gephardt has announced, however, pis 
intention to produce a bill sometime later this year. Andie King informs me, however, that 
this will be at most a "theme'' and ~·political cover" bill ~- nothing that is at all detailed or 

· has any chance of passing. Andie (and DaschJe's staff) are very interested in receiving our 
assistance in preparing back-up, substantive, and brief background on the Medicare and 
Medicaid cuts. (A copy of our latest -- but not final -- draft of these. talking points is 
included behind this ~emo.) · 
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Current Status of White House Health Policy Development 

No senior level Administration official is arguing that the President should rush out any 
health reform initiative prior to the time the Republicans release their budget resolution. 
Ho~ever, there continues to be soinewhat of a split internally about how to proceed in health 
care. 

Leon, Pat and George (among other politicals) do not see any great value and, in fact, see 
potential danger in the White House policy operation holding high level policy discussions to 
develop and review health reform options. (The -"leak" fearis particularly prevalent if 
financing optionsare being considered.) Alice, Laura, Carol, Donna, and most recently Bob 

-think we- need to be reviewing our options because they feel we will be pulled in sooner or 
later into the deficit/trust fund debate. Moreover, they believe we have to be ready to go 
almost immediately if the President decides he wishes to move rapidly. 

laura, Carol, Alice, Donna and Bob have a growing desire to hold a meeting with Leon in 
the very near future to open up a discussion about whether or not any of our health care 
"vision" recommendations to the President are or should be changing. Primarily, I think they -
desire such a meeting to make certain everyone is still reading off the same page on this 
issue. Needless to say,"NO such meeting will take place in your absence. 

Relative to changing policy views, not much that I have to report will shock you. Having 
_ said this, the desire to capture some significant savings to go to deficit reduction seems to b~ 
intensifying. IIi other words, although the December policy options the President chose could 
achieve roughly $60-80 billion in deficit reduction over 10 years, Laura, Bob and Alice 
constantly point out how miniscule that amount is relative to the numbers the Republicans are _ 
talking about -- over $1 trillion in 7 years. They obviously would like to see much more. 

laura has recently suggested thinking about raising tobacco taxes even higher than the 
President suggested in December. She advocates an "in for a dime, in for a dollar" strategy 
and would like to dedicate all savings for coverage expansions through the tax code -
perhaps through the use of a tax credit. ·(This may be Laura's way of getting some money for 
coverage, while enabling all -- or virtually all _.;_ of Medicare and Medicaid savings to go 
for deficit reduction.) Laura, Alice and Donna have asked how much coverage we can buy 
for an increased tobacco tax; as you will recall, we used about a .45 cent tax increase to pay 
for our kids benefit. Although this analysis is not done, I am certain it would at least pay for 
the kids and the temporarily unemployed benefits we have discussed. 

laura's tax credit idea has some political appeal since the media and the Republicans are less. 
likely to call it a big, brand new public spending program. (The downside is we have a good 
deal of policy work to do if we want to pursue this option and Treasury's tax policy division 
hates this idea -- like the hate every tax credit idea.) The other downside, of course, is that 

- there are probably few to no people in the political wing of the White House who would _ 
seriously contemplate a $1 or so increase -- let alone a one cent increase -~ in the tobacco 
tax. 
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On the Medicare front, there is growing interest among us policy folks in developing a 
Medicare managed care proposal for the Administration., Such a proposal could show that the 
Republicans either "have no Clothes" when it comes to their savings claims for Medicare 
ma_naged care OR that they are going to significantly increase stmiors' out-of-pocket costs. 
In recent meetings with the Group Health Association of America (Karen Ignagni's HMO 
organization) and AARP, it has become clear that the internal managed care proposal we are 
working on, which would expand managed care choices and is consistent with GHAA's 
short-term policy priorities, would receive widespread support~ Moreover, Members like 
Chafee, Graham, Rockefeller and others would be likely want to introdu~ it. 

The advantage of doing this is it illustrates that we want to move forward on expanding 
.Medicare benefici<~:ries participation in managed care. The difference is that we want to do it 

· the "right" way --_ through broadened, not economically forced, choices. 

The potential downside is that we might not be very good an defining our message. In other 
words, the "right" managed care approach might well not be enough of a cl~ar contrast with 
the-Republicans' version of managed care .. 

I think we need to closely evaluate this option. It might be something we might want to. 
consider having the President offer when he addresses the White House Conference on Aging. 
If he did it, the contrasting message of "their proposal makes you pay more for choice, mine 
does not" would likely sell very welL It is also something that could be offered independent 
of broader reforms since it is neither a budget saver or coster. 

On the Medicaid front,. if alternative approaches to block grants are" not· found soon, we will 
witness a quickly passed Medicaid policy that will eliminate the entitlement and significantly 
reduce tens of billions of dollars ~o the program. We are reviewing some ideas that would 

. provide unprecedented flexibility to the states, with the only major limitation being they 
cannot reduce the total number of covered people; however we continue to have trouble 
producing a politically viable policy that will preserve the best of the program: while still 
achieving significant savings. We will keep you informed. There is a long OMB Medicaid 
background document floating around here. If you are interested, we will get you the. 
complete set early next week. 

Housekeeping 

Je~ and I would-like to meet with you and Melanne about all of the above at your earliest 
C<?.nvenience. We would also like to bring you up-to-date on the White House Conference 
on Aging, including-- Jen tells me --the mammography event. 

-
Lastly, in your absence, the President asked for the enclosed memo on a recent Families USA 
report on prescription drug prices. Speaking Of drugs, the manufacturers seem to be relatively 
pleased with the regulatory reforms that were included in the White House/FDA report that 
we released yesterday. I mention this because I think the next time you sit next to a drug 
company CEO, they should be happier with the Agency and the Administration. 
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THE WHITE HOUSE 

.WASHINGTON 

November 30, 1993 

MEMORANDUM FOR·HILIARY R. CLINTON 

FROM: ROBERT E. RUBINO(m jt -,:e/L 

SUBJECT: Business Strategy for Health Care 

Since our discussion of the other day, I have seen a number of additional CEOS or others 
involved in the senior management of large co'mpanies. · 

My impression continues to be that there is almost universal acceptance of the view that . 
Health Care legislation will be enacted this year, and a preponderant view that universal 
coverage in some .form and with some phasing is desirable and/or likely. However, there 
seems to be an almost equally strong view, however misguided, that our plan is too 
governmental, too bureaucratic. and too risky fiscally, and that future Administrations and 
Congresses could increase the 1% assessment or otherwise modify our plan adversely. As 
you and I discussed, these views are both analytic and visceral, the latter reflecting skepticism 
about government and about Democrats, the former reflecting at least in part misinformation 
and/or faulty thinking. 

One person who consulted extensively with the Administration during the process said that 
·there are three differences from his company's initial understandings: (1) the corporate 
alliances have unexpected costs, (2) the early retirement provisions are thought likely to be 
repealed by some later Congress, and (3) the overall financing scheme is viewed as suspect. 

I specifically asked two people I knew reasonably well whether there was a program of 
misinformation to undermine our plan and both said no, but one also observed that the 
frequent interaction of business leaders could well result in a few active opponents having a 
magnified effect. 

The Cooper bill seems to be where these people are gravitating, even while acknowledging 
- that its current form is incomplete and does not provide universal coverage. 

I continue to think that we should be able to win a reasonable number of this constituency, 
but only with a fair bit of thought about substance and tactics. 
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Just as one. example, the issue can be framed differently: not, do you like our plan better 
than just proceeding on your own, but rather, what plan is best on the assumption that a 
universal coverage plan will be enacted. Relatedly, we need to emphasize (a) theirrisk of 
losing a· carve-out option for large companies, (b) the logic of therefore supporting us early 
rather than holding back over differences that are small relative to the benefits of the carve
out, and (c) the problems other plans will encounter when details are worked out. 
My suggestion, as before, is to have an informal meeting with you, Roger, Ken Brody, me, 

· and two or three sympathetic and trustworthy CEOs, to analyze the negative reactions to our 
plan and devise a responsive strategy. 

. . 

There may be. better ways to think through this big company problem, but if you want to 
pursue this suggestion, please let us know,"and we'll work out the scheduling (we tried the 
Tuesday before Thanksgiving, buf your schedule didn't work). · 

I do not think we should pursue the idea of an outside study of our numbers; because the 
outcome of such studies is alway's unpredjctable. I have heard, in fact, that a study is being 
done under supposedly reputable auspices --though I suspect this will be an advocacy 
·document that will disagree markedly with us. 
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MEMORANDUM TO 

FROM: 

SUBJECT: 

. THE WHITE HOUSE. 

WASHINGTON 

· 11 September 1994· 

THE PRESIDENT 
THE FIRST LADY 
LEON PANETTA 

HAROLD ICKE& 

Health care 

\\-€ . .'3\-\t.- ~M.v,..".t.a-t\· oM -

fu_s~ 

·Attached is an 8 page memo, dated 11 September 1994, about certain-aspects of 

health care. We have concluded a 4 week period of drift which began Friday 19 August, 

with a 5th week to go, unless averting action is taken. 

I strongly suggest a meeting this Monday -- Tuesday at the latest -- to determine what 

course the President wishes to pursue. 

The President is scheduled to meet with Mitchell, Foley and Gephardt at 2:30p.m. 

Monday and with a broader group of the Democratic Congressional leadership at 6:00p.m. 

on Tuesday. 

cc: Pat Griffin 
Melanne Verveer 
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Current situation regarding the health care 
initiative and possible alternatives 

9/11/94 

. The current drift.surrounding the pending health care initiative is becoming 

increasingly politically untenable and is putting the White House in political jeopardy. 

All are awaiting the outcome of the Mitchell-Chafee discussions, but the clock is · 

about to run out. Since Chafee will not return to Washington until Wednesday (14 

September), and the Senate. is expected to recess beginning late Wednesday until next 

Monday (19 September), ~t is unlikely that those discussions will be definitively concluded 

one way or the other, at the earliest, until the rest of the mainstream Senators return to 

Washington on 19 September. The House will be back this Monday and Tuesday, but will 

go out on recess this Wednesday until Tuesday (20 September). 

Congress is currently scheduled to adjourn Friday (7 October), although that could 

slip until the following week. 

Although from a legislative poirit of view, we may well want the Congress to stay in 

until at least 15 October, from the point of view of the '94 general election, it is critical that 

. Congress adjourn rio later than 7 October (many argue that a week earlier would be 

preferable) to permit them to get distance from the morass of Washington and to permit them 

to develop their campaigns . 

. Given the current posture of the healt~ care "debate", it is difficult for the White 

House to squarely blame the Republicans for the failure to achiev,e comprehensive health 
. . 

' . 

reform. To date there has been only modest debate in the Senate, which has primarily 

worked to the disadvantage of those pressing for health reform, and, more importantly, there 

.' 
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Health care options - 9111194 · 

· have been no defining votes that permit the White House and Congressional Democrats to lay 

blame at the Republican door _step. 

Although the White House can blame special interests for the inability to achieve 

. health reform, this is a double edged argument, because it implies the President and the 

Democratic Congress were not strong or skillful enough to overcome the interests. 
I • . 

We decided to let the Mitchell-Chafee discussions go forward, during which the 

White House position on health care has been (a) that the President continues to fight for 

· health care reform and (b) we are waiting for the conclusion of the Mitchell-Chafee 

discussions. In short we have been in ·a long drift since 19 August, unable to say anything 

· else. The result of the past 4 week hiatus (with a 5th week still to go) is that neither the 

press (which universally declared health care dead by Friday 26 August) nor s_upporters of 

health care reform; know where the White House stands. Many suspect the White House js 

waiting to support a probable unacceptable Mitchell-Chafee deal. Others are at a total loss. 

Many supporters of reform (including many in Congress) would feel relieved if the process 

were declared ended for this session. 

Given that there are effectively 3 legislative weeks left (19 September to 7 October), 

unless adjournment slips to 14115 October, the clock is very much against any health care 

· reform this year -- even a so-called minimalist bill. Such a minimalist bill would 

conceivably cover all kids, would contain modest, but workable insurance reform~· 

requiring portability, limits on pre-existing conditions, preventing the insured from being - . 

2 
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Health care options - 9/11/94 . 

dropped and preventing unreasonable increases in premiums); and, establishing a bi-partisan 
. . · . 

. commission charged-with developinga workable plan to put the country on the path to 

universal coverage, to be reported to the next session of Congress. 

Even if a kids bill were. achievable within the next 3 weeks 1, many argue the White 

House should not be seen as promoting it for 2 reasons: (a) to be seen as a White House 

initiatiye will substantially reduce ·the chances of adoption, and (b) were it to fail, it would be 

one more defeat for the White House. 

There are a number of other complications: Dole is reliably reported as developing a . . 

modest reform proposal which he and House leaders may introduce when Congress 

reconvenes, thereby possibly putting the Democrats in a box and on the defensive. In 

addition, no one (the President, Mitchell or Foley/Gephardt) wants to be the first to declare 

health care dead for this session -- although weeks ago the press and many others had 

declared that to b(;! the case. Moreover, the House is in political turmoil, if not complete 

chaos, regarding health care, and given the pending Gephardt bill, the other legislation yet to 

be considered, recent statements by single payer McDermott, and other factors, it is 

doubtful, as of the date of this memo, whether th~ House has the political will to consider 

1 There are substantial pieces of pending legislation to be dealt with in the 3-4 
remaining legislative weeks: GATT, campaign finance; lobbying reform; superfund; 
congressional reform; communications; mining reform; banking reform. 

In addition, the Haitian situation hovers over all Administration and congressional 
activity. 
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and adopt even a modest "kids" bill. Then there are the wide spread reports .from members 

on recess that there is little, if any, pressure in the districts for health reform this. year. Not 

· to be forgotten is the President's veto pledge, and how that will intersect with any proposed 

action, especially. action promoted by him. Finally, and perhaps most critical, is the Haitian 

situation which may completely divert the Congress from any further serious consideration of 

health reform. 
. . 

Although it certainly appears that ~omprehensive he~lth reforni is unattainable this 

session, many continue to strongly urge that a "kids" bill, described above~ can be achieved, 

that it will greatly benefit the country, that it will chart the course for additional legislation 

. toward universal coverage, that it will greatly benefit Democrats in the upcoming midterm 

elections •. that it will benefit the President politically in 1996, even if additional health reform 

legislation is not enacted by then, and if it is not passed, it will at least unmask the . 

Republicans and permit the White House and the Congressional Democrats to finger them as 

responsible for the· failure to achieve health refo'rm. 

Others argue that given the legislative clock and the political situation in the Senate 

and the House, it is virtually impossible to achieve enactment of a "kids" bill and that the 

health care debate should be cut short and ended. 

In any event, it is critical that we decide on an "exit" strategy early this week. The 

drift and indecision must be brought to an end. ·The President must be seen as having taken· 

charge of the process. And hopefully· the "exit" will (a) reduce the finger pointing at the 

4 
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White House, in particular, and Democrats, in general, as the ones who screwed up the 

chances of any health care reform; (b) shift some blame to the Republicans, rather than to 

Congress as a whole; (c) prevent the Republicans from outflanking the Democrats in the 

' 
remaining weeks with their own modest "health reform" proposal ; and (d) hopefully 

(although unlikely) permit Congress to initiate and adopt a very modest kids-insurance reform 

- Commission bill that works. 

There are several options including:· 

1. Let the· Mitchell-Chafee discussions conclude: 

If successful, they may produce a bill: 

That neither the President nor many on the left in the Senate, 
_ nor many suppQrt groups will be able to support, ·which would 

put the President, in particulat:, on the spot. 

. ·That will be supported by only 52-55 Senators, which, given the 
shortness of the remaining legislative ·session, will permit the 
Republicans to kill it merely by legitimate sounding debate 
without a filibuster, thereby preclude fingering the Republicans 
as killing health care reform. 

That,· even i( adopted, will be unacceptable to the House. 

That given the lack of time remaining, will preclude the Senate 
from considering a "kids" bill currently being promoted by 
Harkin, et al. ; or something similar. 

If Mitchell-Chafee are unsuccessful: 

Permits Mitchell to go forward- with his pending bill, or to 
. declare health reform unattainable this session. 
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Health care options - 9/11/94 

Permits the Senate to consider a-"kids" bill .. 

2. Ask Mitchell to terminate his discussions with Chafee this week and try to 
move a "kids" bill: · 

. Mitchell may be unwilling to do this since it may cause greatpolitical 
embarrassment to Chafee. 

But it would permit Mitchell either to declare health reform not 
_achievable this session or to continue the debate of his pending bill, or 
to consider a "kids" bill, thereby precluding Dole, et al. from doing 
something along those lines, which would permit the Republicans to put · 
the Democrats in a box and on the defensive. · 

There are several rumors that Dole, at least, is considering offering a 
"kids" bill. 

If the goal were to try to have Congress adopt a "kids" bill, 
coordination between the Senate and House· would probably be 
necessary as well as a strong behind the scenes push by the White 
House. 

At the very least, having the Democrats move a "kids" bill would put 
the Democrats in a stronger offensive position, precluding the 
Republicans from offering similar legislation first - thereby putting the 
Democrats in a box and on the defensive. If the Republicans vote 
againsta "kids" bill, it unmasks them for what they are and permits the 
White House and Congressional Democrats to place the blame. 

. . . 

Based on our conversations with top House staff last week, it is very 
far from clear, whether the House is able to get a majority for a "kids" 
bill -- but the attitude of the House may change in this regard 
depending on action by the Senate. 

3. Ask Mitchell to terminate his discussions with Chafee and call for a hard vote 
on his pending bill (e.g., on the mandate or similar very controversial issue). 
which would probably lose but which would hopefully force the Republicans 
into. the open about their opposition to any reform: 
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· Mitchell may be unwilling to take this course. 

Mitchell may well be unwilling to have health care die i_n the Senate. 

Some in. the White House argue strongly against taking a losing vote. 

This would permit the President to take the very credible position that · 
he had fought to the bitter end but he will be back next year and, most 
importantly, that the Republicans sealed health care's death this session. 

Given that comprehensive reform has been declared dead by the press 
and many others,. to revive debate on the pending Mitchell bill and 
move for a vote on a difficult but hopefully defining issue, may take 
great political effort and runs the risk of being characterized as 
somewhat goofy. . 

4. Let Mitchell-Chafee discussions continue but urge the House to put together a 
"kids n bill and attempt to pass it: . . . 

The politics of the House are very confused and difficult, at best. 
McDermott, representing many single payers, recently said 
comprehensive reform was unattainable this session and that his group 
wouldn't vote for anything less. Reliable information is, however, that 
Waxman and other liberals want to try to get a modest bill out this 
session. 

The House· is unlikely to be able to act until resolution in the Senate. 

5. The President and the Democratic legislative leaders meet this week, at the 
end of which they all declare health reform unattainable this year, but will 
continue the fight the next session. 

The President should probably do an Oval office speech explaining to 
the American people what he attempted to achieve, what went wrong, 
that he will carry on the fight for health refomi, but he will not 
continue to engage in a process that would result in legislation 
detrimental to the country. (NOTE: Absent other overriding factors, 
the President may well want to give such a speech no matter which 
course of action is chosen.) . 
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·This course of action will not penni( the White House/Congressional 
Democrats to lay blame squarely on the Republicans. 

6. Let the current process continue dribbling away to oblivion to the end of the 
session: 

Uilless the White House forces action -to avert the current process, this 
is a distinct likelihood. 

. . 

To permit the status quo to continue will further permit the Republicans 
to lay entire blame on the White House/Democrats, and will further 
jeopardize the political standing of the President and Congressional 
Democrats. In addition it· opens the door to a Republican initiative for · 
modest refOrm. · 
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THE WHITE HOUSE 

CONFIBENTIA~ 

:MEMORANDUM FOR THE FIRST LADY 
FROM: HAROLD ICKES@' 

. DATE: JUNE 23, 1994 
RE: .. PROPOSED TV AD 

OETERMiNED.TO BE AN 

ADMINlSTRATlVE MAR~~~f DC\ . 
INITIALS:_f.\Yl · DATE:Q.Q () 
aoo~-DSIO~~ ·. 

Attached are copies of the drafts for the proposed TV ads we heard on Tuesday evening. As 
I will explain to you in person, Roy's name must be kept out of this. Harry Thomason will . 
probably prOduce the Harry & Louise and Father knows Best, in consultation with Roy. 

Please call when you want to discuss. 
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THE WHITE HOUSE 

WASHINGTON 

...CONFIDENl'IAL 

MEMORANDUM FOR THE FIRST LADY 
FROM: HAROLD ICKES <~ 

'.DATE: JUNE 23, 1994 
RE: PROPOSED TV AD 

DETERMINED TO BE AN 
ADMINISTRATIVE MARKING 
INITIALS: 60f DATE: (){pi Dl I Cf1 
~CO(o- DKID- F 

Attached are copies of the drafts for the proposed TV ads we heard on Tuesday -evening. As 
I will explain to you in person, Roy's name must be kept out of this; Harry Thomason will 
probably produce the Harry & Louise and Father knows ·Best, in consultation with Roy. 

Please call when you want to discuss. 
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·THE WHITE HOUSE 

WASHINGTON 

19 June 1994 

MEMORANDUM TO THE PRESIDENT AND THE FIRST LADY 

FROM: HAROLD . ICKES ® 
SUBJECT: Tonight's meeting ·about health care legislative 

strategy 

Attached is a memorandum, dated 6/29/94, captioned "Possible 

alternatives for health.care legislative strategy with special 

focus on Senate Finance Committee". . 
Unless you instruct me otherwise, this memo will not be 

-distributed to anyone at the meeting other than tp Pat driffin. 

The purpose of the meeting is to discuss the current 

legislative situation, ·especially regarding Senate Finance and 

Ways and Means. Hopefully at the end of the meeting the· 

·President will be iri a position-to indicate how he wants the 

Administration to proceed (and the message from the 

Administration reg-arding the legislative process) over the next 

weeks regarding legislative strategy_and activity. 

- T~ere are differences among the group me~ting tonight on how 

best to proceed. Some are for adopting the recommendation in the 

attached memo. Others are inclined to try making a deal now 

(which might include both the House and Senate) based on a soft 

trigger/fast track mechanism. 

we are in a very critical stage of the legislative process. 

It is extremely important the all members of the Administration 

CLINTON LIBRARY PHOTOCOPY 



.. 

know what the President wants and .that all of us stick to that · 

message and strategy. 

Also attached are 2 one page memos, .the first one captioned 

. "Universal coverage - why?" . The second is uncaptioned. 

The· "Universal coverage - why?" memo, drafted at my request 

by Laura Quinn, strongly urges that "universal coverage" must be 

linked to the security and protection of working middle class 

fa~ilies and the principle of rewarding work. In short, this 

-memo urges that we should focus on establishing to the Congress 

and the media that the President's initiative wili ensure that 

all working American families will be covered and.that working 

Americans who now have health benefits will be secure that they 

no longer run'the risk of losing those benefits in the future. 

Conversely, those against universal coverage are against the 

interests of working American families.-
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THE WHITE HOUSE 

WASHINGTON 

June 28, 1994 

MEMORANDUM TO PRESIDENT BILL CLINTON 
HILLARY RODHAM CLINTON 
HAROLD ICKES 

FROM: IRA C. MAGAZINER 

SUBJ: SLIMMED DOWN HEALTH PLAN 

This memo responds to the President's request for an update on discussions with 
Leaders Gephardt and Mitchell on a revised health bill which meets the President's ·goals, 
but also meets public concerns about our original bill. . Before the President introduced 
health reform to the nation last September, we talked about the inevitable fact that the bill 
would undergo substantial revisions as it went through Congress. This is why we proposed . 
emphasizing principles in the President's speech rather than standing behind the details in 
thebill. ' 

As the debate· has proceeded, we have developed alternative· approaches in concert 
· with congressional leaders to reach our goals of l;llliveisal coverage and cost containment. 
Much of the criticism we have endured is unfair, but we must acknowledge that we have 
lost the communications battle on many fronts. 

Hopefully,· Leaders Gephardt and Mitchell will be in position to introduce bills to · 
the Floor that fall within this general framework.·· When we re-launch a bill for the Floor, 
we· should . announce that we have heard the American people and modified our original bill . 
to be smaller in scope, more gradual, less bureaucratic and less regulatory. 

We should highlight the following changes: 

• Deficit reduction · 
· • Voluntary instead of mandatory alliances 
• Less onerous mandates: hard triggers; slower phase-in 
• No premium caps: cost control which protects the government 
• Streamlining/simplification 
• Increased support for academic health centers 
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DEFICIT REDUCTION 

According to the CBO," the Health Security Act adds $126 billion to the federal 
deficit over 10 years. Significant deficit reduction can be achieved with relatively minor 
modifications to our existing structure: better targeting of subsidies; reducing the value of 
the. benefits package. by five percent; lowering the firm size level for connnunity rating and 
applying an assessment of one percent of payroll for firms outside the community rate. 

Better Targeting of Subsidies: The. Health Security Act proposes to give subsidies 
based on a firm's total average payroll. No firm within the community rate, regardless of 
size, would pay more than 7.9 percent of its tqtal payroll for health insurance. As you 
recall, subsidies based on a firm's average payroll were politically attractive because we 
could say that a firm would never pay more than a fixed percentage for their hea:lth care : 
expenditures. Unfortunately, many business leaders simply don't believe us because we are_ 
the government. We have developed. alternatives. for Representative Gephardt and Senators 
Mitchell and Kennedy that target subsidies based on an individual worker's wages rather 
than the average firm payroll. This both saves money and targets the money to those that 
need it most: employers of low-wage workers. 

Reducing the Value of the Benefits Package: We have always expected that our 
benefits package would be cut. · · Responding to arguments tl].at the benefits package in the 
Health Security Act is too generous, we have prepared alternatives for the key committees 
to trim the value of the benefits package. For example, trimming the benefits package by 
five percent can be achieved by raising the cost sharing from 20 percent to 25 percent or 
raising the annual out-of-pocket limit from $1,500 to $2,500 on the· fee-for-service plan and 

. increasing the drug copay from $5 to $10 and imposing a $250 deductible for hospital stays 
in the HMO package. Different committees are exploring different options: The Senate 

. . 

Labor and Human Resources Committee proposes a two percent cut in the package; the 
Education .and Labor subcommittee proposes increasing the package by about five percent; 
Ways and Means arid Senate Finance are exploring benefits cuts in the 6-8 percent range. 

Lowering the Size of Firms Within the Community Rate Which Pay the One 
Percent Assessment of Payroll: Under. the Health Security Act, firms outside the 
community rate pay an assessment of one percent to offset savings they receive from 
universal coverage. Lowering the size threshold for firms outside the community rate 
increases the revenues raised by the corporate assessment. 

VOLUNTARY INSTEAD .OF MANDATORY ALLIANCES 

The original Cooper/Breaux/Boren bill mandated all firms with 1,000 employees or . 
fewer, all government workers, all self-employed people and all nonworkers to buy health 
ins~ance through exclusive regional purch~sing cooperatives. States had the option to raise 
the requirement to firms with 10,000 or less employees. We adopted this idea and set ours 
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at 5,000 assuming we would have to reduce the number. 

We lost the communications battle for mandatoryalliances early. We developed a 
voluntary alliance model that preserves the functions of alliances (community rating, greater 
purchasing leverage, family choice, administrative simplification) for the Kenriedy, Dingell, 
Ford, Mitchell, and Gephardt approaches. Ironically, It is more bureaucratic than 
mandatory alliances, involving ·more regulation by state insurance departments and other 
agencies, but it is workable and at this point, is easier to sell to the public. 

Community Rating: The Kennedy, Ford and Dingell committees, under pressure 
from business groups and insurance lobbies have lowered the size at which firms are 

-required to participate in a community rating pool, from firms with 5,000 workers or fewer 
to 1,000 ·workers or fewer. The lower the threshold, the more oppo'rttinity there is for 
insurance · companies to compete on risk selection. and the higher the premium for firms and 
individuals within the community rate. The Ways and Means Committee has passed an 
amendment to reduce the threshold· to finns with 100 employees or fewer. We think going 

.· below 500 is not desirable, but could make 100 work if it becomes absolutely necessary. 

Family Choice: Under the status quo where employers primarily choose health 
plans for their employees, a family's ability to stay with their doctor has become 
increasingly restricted. We proposed a system of farilily choice, where families, not their 
employers, choose among health plans. Some in the Congress, under pressirre from 
business and insurance lobbies, ·are considering replacing family choice with employer 
choice. The Education and Labor and Labor and Human Resources ·committees preserve 
family choice. The Gibbons and Dingell marks have employer choice. We strongly favor 
family choice but could probably settle for some employer choice as long as families are 
gu'aranteed a choice of at least three plans, including a fee-for-service plan. 

Administrative Functions: Administrative costs are still streamlined in most bills 
through the creation of centralized clearinghouses which collect and administer premiums 
and subsidies, much as the alliance did under the Health Security Act. 

LESS ONEROUS MANDATES 

Under the Health Security Act;universal coverage is achieved through a combined 
employer/individual mandate by January 1, 1998. We chose this mechanism and this 
timeframe for two reasons: 1) universal coverage cannot be achieved without mandates or 
major taxes; 2) the longer universal coverage is postponed, the more expensive it becomes 
to cover everyone. Most external groups historically supported the use of employer 
mandates to achieve universal coverage, including the Jackson Hole Group, the Chamber of 
Commerce, the National Association of Manufacturers, the American Medical Association, 
the HIAA, the American Hospital Association, the AFL-CIO, among others. 

CLKNTON LIBRARY PHOTOCOPY 



4 

However, pressure from the National Federation of Independent Businesses, the 
National Restaurant Association, the National Retail Federation and Republican legislators 
have caused many to retreat from a mandate on businesses. 

. . bue to. the political reality that employer mandates have lost ground in the debate, 
. we have developed ways to use hard triggers and partial exemptions for small businesses ·of 
20 or fewer employees or a combination of both. These policies are tricky and run the 'risk 

·of short-term adverse consequences, but could be workable if designed properly. 

Slower Phase-in: Some have proposed· delaying universal coverage until 2000 or 
beyond. Achieving coverage by 2000 is something we could support, but would not 
recommend delaying much beyond that. If we delayed until 2000, we would recommend 
strategies to demonstrate progress toward uriiversal coverage .before then: for instance, 
covering all children by 1997 or 1998; or requiring that all businesses above 1,000 
employees cover their employees by 1997 or 1998. 

Triggers: Proposals that aim to increase coverage by providing subsidies to 
businesses that voluntarily insure, could be acceptable if there is an automatic mechanism, 
"trigger", to institute an employer/individual mandate to achieve universal coverage if the 
subsidies do not achieve the goal. The . transition period to universal coverage poses some 
significant challenges and would require policies that we may not like: for example, 1) 
allowing age rating instead of pure community rating; 2) allowing waiting periods to be 
imposed for the uninsured with pre-existing conditions, etc. These and other policies are 
necessary during the transition to minimize the potential for firms to drop coverage as 
happened in New York when community rating was implemented in the absence of 
universal coverage. 

I feel strongly that we cannot propose a bill without an automatic path to universal 
coverage. If there is pressure to dilute the "hard trigger", one strategy might be to lower 
the targets· the private sector has to meet to avoid the pulling of the trigger. For instance, 
the Breaux proposal requires that 97 percent of the population has to be· covered, otherwise 
the triggers would be pulled. We could lower the requirement to 95 percent if we 
combined the target with an individual mandate which would trigger, even if the targets 
were met. If the target was not met, then the employer/individual mandate would trigger. 

Exemptions for Small Businesses: Because the pressure against an employer 
mandate is strongest among small business lobbies, an employer mandate that exempts the 
smallest businesses might make sense. The Senate Labor and Human Resources' bill 
exempt firms with fewer than 10 employees from providing insurance; those that do not 
cover must pay an assessment. The Energy and Commerce mark proposes exempting firms 
With fewer than 20 employees, with an assessment on firms between 11-20 employees. 

Phased-in Benefits:, To reduce financial risk for the government,· a "catastrophic" 
type benefit package could be used for the uninsured during a phase-in period. 
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NO PREMIUM CAPS 

Without adequate cost containment, universal coverage will be dangerously 
expensive and health care costs could continue to consume an ever-increasing share of the 

. economy: We have proposed enhanced competition backed up by premium caps as a good· 
way to control costs. CBO and Lewin have both. found our methods to be effective . 

. · By the standards of previous bills, the "premium cap" approach is not intrusive nor 
regulatory. Previous bills sponsored by Senators. Kennedy and Mitchell and Representatives 
Stark, McDermott, Gephardt, Waxman; Dingell, Rostenkowski and Ford all have had 

· explicit price controls on all procedures and tests. · 

Proposals by Senators Baucus, Bingaman, Danforth, Kassebaum aild Representatives 
· Glicksman and McCurdy. have premium caps similar to those we proposed. _We actually 

borrowed ours directly from the Danforth!Kassebaum bill. · 

We always anticipated that our caps on the rate of growth would be loosened, but it 
· now appears that we must move off the model itself. However, without scoreable savings, 

there is no serious health reform. · 

We are analyzing a few possibilities to replace the premium caps: 

"Reverse Trigger": This sets a baseline target which captures the initial windfall 
insurers would otherwise get in a system that achieves universal coverage. If we did not 
capnir_e the initial windfall, . insurers would get paid twice· for the previously uninsured -
once through private rates that would now be artificially high because they would still 

. include the cost shift from uncompensated- care and a second time through new coverage 
for the uninsured. Once the baseline is set to remove the windfall, the private sector relies 
on market forces to control costs. If the market does not achieve savings, then premium 
caps are triggered. From a policy perspective, this alternative is the most likely to work, 
but it may resemble premium caps too much to be politically acceptable . 

. Bradley Approach: This replaces premium caps with targets set by the National 
Board. Health plans which bid higher than the target premium in their region are taxed to 
cover the increased cost of the federal subsidies created by their high bids. The approach 
encourages plans to bid at or below the target and encourages employers and families to 
choose lower-cost plans by raising the price of the higher-cost plans. This approach has 
some significant drawbacks. It requires a large, explicit tax on high-cost plans. It's 
administratively complex. And, depending upon the way it was structured, it could allow 
private premiums to increase so much that a universal coverage trigger might never be 
pulled. 

. Opening the FEHBP Pool: Costs could be controlled if the FEHBP was opened to 
a broader universe of people and if it had the tools and the responsibility to hold down 
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health plan premiums. Federal subsidies would be pegged to the constrained. rate of growth 
in the FEHBP. A premium constrained FEHBP could in~rease cost shifting to those outside 
its pool and it might have difficulty attracting insurers to offer plans at its constrained rate. 
But with sufficient regulation, ari option like this could work. Ways and Means is. 
co11sidering a similar measure using Medicare price controls instead of premium caps .. 

Cost Control Enforced by States: .An approach could be designed whereby 
Federal subsidies were capped and the states were given the responsibility to enforce cost 
controls at the state level. They would have the .flexibility to use a variety of tools or allow 
market. competition to hold down costs. They also could choose to opt into a federal 
system ofpremium caps. . This approach has the advantage of flexibility and state choice, 
but has the disadvantage of likely being perceived by states as an unfunded mandate. 

STREAMLINING/SIMPLIFICATION 

Eliminate Breakthrough· Drug Board and HHS :Qrug Exclusion Capability: 
During ·the taskforce . process, we received significant pressure from Senators Pryor and 
Rockefeller and Representative Waxman to include drug price controls. Instead of doing 
this, we developed a compromise which included a "breakthrough drug board" and 
provisions· to require rebates on new drugs from drug manufacturers as a condition of 
participation in the Medicare program. These proposals have never made sense a,r:1d simply 
angered the drug .and biotech manufacturers. ·The Labor and Human Resources and Energy 
and Commerce Committees removed these provisions. We should, too. 

Eliminate· Boards and Committees: Our bill has suffered from the label of "big 
· government", in part because it includes dozens of boards and committees. These were 
established mainly at the request of HHS. We should remove a series of these from our 
bill. 

Eliminate Some Fraud and Abuse Provisions: Lloyd Cutler has correctly pointed 
out some areas where our fraud, abuse and compliance proposals might lead to too many 
lawsuits. We have worked out an agreement with the Departments· of Justice and HHS to 
streamline some of these proposals. 

Eliminate Some Prescriptive. Language: There is too much prescriptive statutory 
language in our bill which could be left to regulation. If we pull a lot of this language out, 
the bill will be shorter, tighter and less regulatory. 

INCREASED SUPPORT FOR ACADEMIC HEALTH CENTERS 

The Labor and Human Resources committee bill substantially increases the 
dedicated pools for medical training and creates a dedicated fund for biomedical research .. 
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· We expect and would support additional funds going to academic health centers and 
. biomedical ·research beyond what was originally proposed in the Health Security Act. . . 

These and similar changes could produce workable. bills which are worth fighting 
·for. The changes are significant enough to be meaningful, though our adversaries will 
claim that we have not changed enough. · · . 

Majority Leader Gephardt has indicated that a bill like this could pass the House. ·If 
we fight for it in the Senate, I believe we have a chance to gain a majority for a bill like 

_this in the Senate . 

. The alternative is to admit defeat and see the health care fight turned into a route. I 
do not believe that the Republicans will allow a universal coverage· compromise that has a 
chance. of success unless we can succeed in turning the public debate back on them around 
a re-launched bill. 

We may not win the fight if we wage it, but we will be in a stronger position to 
negotiate if we do fight than if we simply admit defeat. · 

....... 1". 
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PR.."IILEGED AND CONFIDENTIAh MEMORANDUM 

Hillary Rodham Clinton 
Chris Jennings,· Steve Edelstein 
Meeting with Senators Leahy and Pryor 
Melann:e, Steve, Distribution · 

June 14, 1993 

Tomorrow you are scheduled to meet with Senators Leahy and Pryor. 
Escorting them will be Theresa Alberghini, Senator Leahy's health legislative 
assistant; Theresa Forster, the new· Staff Director of Senator Pryor's Aging 
Committee; and Bonnie Hogue, another Aging Committee staffer. 

BACKGROUND 

. - This is a meeting that Senator Leahy has wanted for some titne. He .has · 
been growing increasingly frustrated over the fact that Senator Jeffords has 
been receiving disproportionate, as well.as favorable; coverage in the Vermont 
press on health care. Much of this stems from statements by Jeffords that his 

. bill is identical to the bill that he perceives the Administration is crafting. 
It is also because Jefford's office has publicized any meeting he has held with . 
you or the staff of the White House. 

The stated purpose of this meeting is to conduct a discussion with you 
about the need and desire for state flexibility within the context of national 
health reform. The desired outcome of this meeting. however, has more to do 
with illustrating how Senator Leahy has access to you and the White House. It 
will also give you an opportunity to recognize his (and Senator Pryor's) 
longstanding work on state-based health reform and the important 
contribution his past legislation has made to the debate. (As cynical as the 
above sourids, Senator Leahy's continued strong support ofthe President's 
positions on the economic· package and health care do merit appreciation.) 

Senator Leahy does not have a long-standing history on health issues. 
To the extent he has been involved, it has mostly been in the area of rural 
health. His last year's introduction (with Senator Pryor) of S. 3180, the State 
Care Act, represented his first venture into the national health reform scene. 
This bill provided for Medicare, Medicaid, and ERISA waivers to states that 
enact legislation providing universal coverage and cost containment. Then
Governor and Presidential candidate Bill Clinton endorsed this legislation in a 
letter to Senator Pryor. Attached for your review is a copy of this letter as well 
as a suinmary and other background materials on this legislation. 
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Senator J.,eahy invited Senator Pryor to participate. in part. because.he 
felt it would increase the likelihood of a meeting but also because Senator 
Pryor was interested in attending. The meeting will likely revolve around the 

. following issues: · 
·, 

1. . State Flexibility. Senator Leahy will want to thank you for your 
continuing assurances that the Administration's proposal will have 
adequate flexibility for the states to design their own plans which best 
meet their needs and preference's. · 

2. Reintroduction of Bill. Ser1ator Leahy has held off on reintroducing his · 
state reform initiative. so as not to send the wrong signal on .the 
prospects for reform. However. should reform efforts stall. he will be 
under increasing pressure from his state to reintroduce this bill. He 
may wish to discuss this matter with you. 

3. Politics and Communications. The meeting is unlikely to involve 
detailed discussions of state-based initiatives. Instead. the Senators will 
be more interested in discussing the politics of health reform. their views 
on timing. and communications strategy. I expect that Senator Pryor 
will be especially interested in addressing these issues. You may want to 
talk to Senator Pryor about his recent idea to host meetings with · 
Republicans interested in health reform and A<:lmtnistration 
representatives to discuss health care in a less "pre-arranged" setting. 

Lastly. a reminder: Senator Leahy will precede you in addressing the 
Democratic Governors Association meeting in Vermont on Saturday. (He will 
be preceded by Governor Dean.) Senator Leahy (and possibly his wife and his 
staffer) is planning on flying with you to Vermont. We are working on last 
second details as the memo is being written. 
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THE WHITE HOUSE 

WASHINGTON. 
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PRIVI~ESBB ANa CONPIDENWIA& 

April 21, 1993 

MEMORANDUM FOR HILLARY RODHAM CLINTON 

SUBJECT: Recommendations on Medical Malpractice Tort Reform 

FROM: Mike Lux 

cc: Bob Boorstin 
Chris Jennings 

Ira Magaziner 
Vince Foster 

The.tort reform working group has ~et to discuss th~ political 
and policy options. Based on the group's discussions, this memo 
represents my recommendations. as to the best path to take on this 
politically thorny issue. 

Political Review 

This issue is one of the most troubling from a political point of 
view because of the closely balanced interests on each side of 
the issue. On the side of tough tort reforms - including a cap 
on hen-economic damage, a. limit on contingency fees, and binding 

·arbitration of lawsuits- are the following: · 

Given what we will be asking providers to give up, we need to 
offer.them some high profile, tangible benefits. While the 
reduction in paperwork and micro-management is a bigger day to 
day benefit, there is nothing as symbolically powerful as tough 
tort reforms. 

While this doesn't effect business directly, ideologically 
tort reform is very appealing to business leaders as well, and 

· clearly helps us win their suppbrt. 
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From a communications point of view, we can't ask sacrifices 
from everyone else in the system without asking lawyers to give 
up something as well. And given public perceptions, lawyers make 
a great rhetorical opponent. 

Given that we have been promising for a year.tort reform would 
be a component· of our health reform package, we will be bitterly 

.attacked in the provider community for not delivering a tough 
package. · 

On the other side are some equally powerful arguments: 

On some of the.key issues, consumer groups feel just as 
strongly as lawyers and would fight a tough package vehemently. 
And we need consumer groups fully on board with the total 
package: our polling shows them to· be the most credible group 
with the general public on the health reform issue. 

Lawyers and consumers have beaten back twelve years of 
determined frontal assaults on tort reform by Reagan and Bush. 
Absent something. truly remarkable happening, we would likely lose 
to them in Congress as well. · · 

This issue is especially harmful because unlike many other 
tough issues, it fundamentally divides the Democratic base and 
causes us major damage with many key Senators and Congresspeople. 

Aside from the health reform battle, this issue can obviously 
cause us and the Democratic Party a great deal of long term 
damage~ Trial lawyers and consumer groups have been a key part 
of our electoral and governing coalition to date. 

The one bit of good news in this area is that the trlal lawyers 
have begrudgingly dropped their deep seated historic opposition 
to any federal tampering with tort reform. Both they and 
consumers appear ready to accept the following in this area: 

making all law suits against health plans, instead of 
individual providers. 

- setting up practice guidelines/standards of care, so that 
if a provider follows those standards, a lawsuit could be 
thrown out. 

- · requiring a doctor's affidavit explaining how a procedure 
was done wrong before a lawsuit can be filed. 

requiring that contestants try to· resolve things through .. 
mediation before going to court. 
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Major Points of Contention. 

That leaves us with three big points of contention: 

1. Binding arbitration to keep lawsuits from going to 
court. · · · ·· 

. . . 

2. A sliding scale·contingency fee limitation. 

3. A cap on non-economic dama~es. 

Unfortunately, all.of these are highly charged symbolic and 
substantive issues to everyone concerned. 

Options 

There are three viable political/policy options - one at either 
extreme and something in the middle. The two at the extreme: 

OPTION A: Make all three of the above listed points of 
contention a part of our package, and run full scale against 
l~wyers as one of our big rhetorical enemies. Our best case 
scenario here is that consumers and the trial lawyers allies in 
Congress oppose us on this issue, but still help us on the . 
overall plan -.we'd cert~inly want to explore that ahead of time 
if we choose this option. From a communications perspective this 
is a very appealing option, but politically it's a great deal 
more troubling. · 

OPTION B: Do-none of the three above mentioned points of 
contention, but aggressively argue that our chosen malpractice 
tort reforms were sweeping enough to create real change. The 
providers would no doubt vehemently argue otherwise. 

A middle option, which we are recommending, would be the 
·following: 

OPTION C: 

Issue 1. Not have binding arbitration as the final step in a 
malpractice dispute, but make it binding that people go through 
mediation or arbitration before filing a lawsuit, and perhaps 
with incentives for both parties to settle early. Allow the jury 
to know what the non-binding arbitration judgement was before 
making their decision. 

Issue 2. Institute a sliding scale contingency fee limitation, 
but try to negotiate something acceptable in advance with lawyers 
so we don't go to war. Unless we do something draconian, I don't 
think consumer g~oups would object to doing something in this 
area. 

Issue 3. No cap on damages. 
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" This ,combination allows us to ayoid a holy war with lawyers and 
. consumer groups on their most important issue, caps, while asking 

for a real sacrifice from_the lawyers. If the lawyers do decide 
to fight us on that narrow issue, I think they would have a very 
tough time making their case to the public: ·they really would · 
sound like greedy_lawyers. For that reason, .I think they will 
negotiate with .us. Providers wouldn't be ·happy with the lack of 
caps, -but would appreciate_ our limiting lawyers fees as well as 
their own. · 
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MEMORANDUM 

To: . Hillary Rodham Clinton · 

From: Shirley Sagawa 

Re: Research funding for neurological disorders 

Date: June 1, 1993 

. Attached is a memo from Lynn Margherio discussing research funding in the Health 
Care Reform bill. Clear~J!._can ensur~ that some funding is earmarked for research on 
neurological disorders Shawn F · uggests. · Of course; there are many competing 
demands in the research funding .. from breast cancer to AIDS. Chris Jennings thinks that 
the advocates for research on n rological disorders would be happy with $100 million in 
additional funds (the Institute eived a slight cut in this year's budget). Unless you suggest 
a different approach, I will c ntinue to work with the health care staff to see that this amount 
is earmarked. · 
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Date: June 13, 1994 

To:· President Bill Clinton (1) 
Vice President A1 Gore (2) 
Htllary Rodham Cllriton (3) 
Tipper Gore ( 4) 
Mack McLar~y (5) 

- Oeorge Stephanopoulos (6) 
David Gergen (7) 

· Harold lckt$ (8) 

Fronl: Stan Qreenbefg (~) 

~OOlo'bB 16 -F 

RE: DEMOCRATS - 1994 
Part Two: Takini Ol~rge of tlte A2enda 

· ' To break through the cmrent cynidsm, we need a dramatic end"Game that de8ls with 
our current realities. Up until now~ everyone has t~_ed the Oemcxra ~· fate to pa&slng health 
care which, we hope, will change th~ mood nr t.he country, much as NAFTA did last year. 
But that approach leav~ us hanging in the air, with the members increasingly nervous, 
without asrenario lt health care lQ'Sf.':S. Mcanwhlle. the Republicanu seem to be holding the 
cards and controlling the dJ.scourse. There Is a new confidence on- tl1eir side or the aisle that 
they can ~tqp· heal~ care and watch the public punish the Democrats for falling. 

I want to piopose .. a new way of thinking about this end-game that puts us back in 
COittrol Ot' the debate. lt provideS for tht: pu:5Siblllty of 'winntng,

11 
even if health Ctlte does 

not paM, but also increases the probability that we win he~lth care In the end. To.work. this 
5eenarlo needs a powerful Presidential addr~ at the front-end and weU'are reform at the 
baek-end to show that Democraw ue nghttne ~nd winning for people. 

. Let me suggest a serle:-; or ~teps. consistent with the sutvey researctl and the analysi• 
abov~ that would allow the administration and our Democratic candidates to be more 
assertive and positiv~ to show a fighting spirit and sense of acconplishment. 
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Democrats; 199-1 

c..,s.ttna a leadership BUl. DevelOp a· moderate, universal health 
insurance bHl in the House to take to the floor and prepare to take the 
'tWlnle or a similar blll to the floor in the Sennte, bf"Pcwsing the FinMce 
Committee. (If that threat team to posltlvt:; action in the Flnance 
Committee, a1l the better.) 

Presidential AddresS (Joint Session or Oval.) The President deScribes · 
the new moderate approach to health care reform ..;. flon-bureaucra.tlc, 

· ·responsible checks on spending, phase-in, presc~rvatlon of quality, smatl 
business protected and uniVersal (with trigger). He compllmen~ ULe 
congressional committees that did serious work; he compliments the 
Republitans on seriousness and declares health c:are must pass with 
support from both parties; this new bitt is responsive to criticisms and 

· eonstruc:tive debate. The President announces that he w111 take this 
new bill that achieves real he.alth eare refonn to the House and 
Si»nAfP.. lf Republicans choose to ntibuster in July or August. the 
President sa~ he will try to wln Republican ,,otes, but if not, he will 
pull the bUt and go to the country in November. . (This. re.la.unch 
period is very important because we must use it to rederme our bill 
and to put the Ref':ublicans on the defensive.) . . .· 

}louse Action. P~ the President•s bill (perhaps with "SOme Republi
can vo«:s · . many of whom wUt expect the Senate Republicans to Sclll 
the bill, thus making this the final opportunity to cast a pro-health care 

·vOte.) 

The Senate Filibuster. The spotlight will be on the Senate in late July 
or August. g~en Dole's threat and the Presldent's statement that he 
will pull the bill and go to the people. The :~nate goes into special 
rouod-the-clock sessions further dramatlzinl: the filibuster. tr th'e 
Republlc-.an~ ~ucceed in blocktne action. the President pulls thebill and · 
prepares for the Ncwemb~ fight. (If we have ~ucceeded in gaining the 
upper·hand with the public. this threat. rn.igh't well lead a.number of 
Republicans to break rank and make possiblt:: passage of a real bltl.) 

\\'~1r.arn Reform. Move immediately to pass V~elfare reform before the 
·end of session. This would be the most dramatic step Congress could 
take and roold produce a result similar to 1he pasgage of NAFTA. 
This is the Clinton promise that matters most to voters and will 
·capture the public•s attention. It will enable: voters to see what has 
hP:en accompli~ed and will lead them to pay attention to other 
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· actiont. like. R~-r.mp1o)ment or' OA TI). It is the p~ of welfare 
that enable us to go into 1994 as moderat~~ ann with a !en~ of 
act.-umvlishment, even as we do battle on health cnre. (Ir we end with 
the health care filibuster, votem mlght conclude ou too nesatlve a note: 
and conclude Democrati and Clinton cannot move the country 
forward.) 

• Htiillll Care• Final Chapter.· If our stro.tegy ~~ suCCC$Sful in definins 
tbe new blll and lrl hlghllghtini the ReyulJlicall flllbustcr, the Senate 
Republicans may c:ome back to the table before the end of session to 
pr00.1re R compromise bill. · 

Welfare provideS the end"'<irama that allOW$ J:>eopl~ to ~t:l t.y their cynici~m abOut 
gndtock. Democrats can ao into thts election with a strong economy, defielt reduction. a 
wona antl-«ime program,, lobby rr.form a.nd welfare reform (and perhaps OA 'IT and Re~ 
employment). Mcm'l.lers of Con~ can run for re-election as people who fight and win. · 
as moderates ori ht:e~llll l:a.le, who are prepared to take on the Republicans who wiU not 
allow the country to go forward; 

··ro. 
Pat Orifltn. (10) 
Maggie Williams (11) 
Paw BeaaJa (12) . · 
Mandy OM•nwald (13) 

'ttllllifonol 

·''· ~ .. ; .. .... ~.. ' ·. . 
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OCTOBER 14, 1993 

.PERSONAL & CONFIDENTIAL 

MEMORANDUM FOR IRA MAGAZINER 

w~vP FROM: MACK McLARTY 

SUBJECT: 
. ~ 

RESPONSE TO YOUR "WHERE WE ARE POSITIONED" 
MEMORANDUM OF OCTOBER 1 

Your memorandum regarding our heaith care positioning. is 
extremely well done in my opinion, and reflects your insight and 
political acumen with respect to this critical mat~er. · 

I would like to discuss this with you in more detai"l. Perhaps we 
can get together after one of our frequent health ·care meetings. 

cc: The First Lady 
Maggie Williams 

P.S. Itwould be helpful to me if I knew who else received copies 
of what I think would be a relatively confidential 
memorandum. I want to limit my. comments about this 
memorandum to those who received it. 

· CLINTON LIBRARY PHOTOCOPY 



October 1, 1993 

MEMORANDUM FOR PRESIDENT CLINTON 
HILLARY RODHAM CLINTON 

FROM: IRA C. MAGAZINER 

SUBJECT: -WHERE WE ARE POSITIONED 

In my former life as a corporate~t, it was always· 
important to think backward from the .end when setting 
positions at the outset of negotiations. · is often involves 
putting "in play" proposals which are extreme and are designed to 
be modified as concessions. 

As the dust settles from our introduction, I am increasingly 
confi~nt that we are positioned correctly for the pOlitical 
discussions ahead. 

2. 

The overriding political factors necessary for success are: 

A clear understanding_by the public, the Congress and the \ 
interest groups that the President is serious about fighting) 
"all out" for health care reform and will-not compromise on 
key.principles. 

A clear sense that w~re willing~o listen and modify our 
views on the details as we hear better ideas -- a sense of 
humility, that we don't know all the answers, we know we are 
doing something of large scale and that we must therefore be 
cautious in our approach. 

Our challenge has.been to span a very broad chasm between . 
single payers and pure managed cempe:tition-advocates, without .) 

ling to oblivion. Had we propo.~d bare bones benefits,for · 
versal coverage or a slow phase-in, liberals would have 
erted us. Had we opted for a broad based tax to finance 

cbvgrage, moderate Republicans and conservative Democrats would 
be in rebellion. Financing by employer/employee mandate, a sin' 
tax and slowing the rate of growth in costs is both good policy 
and the best initial political position. I would rather fight a 

.. debate with economists about how fast system growth can be slowed 
than to be accused of "copping out on universal coverage" or 

·being a "tax and spend" Democrat. 

This approach led us to a series of addit~~s 
to solidify our footing on both sides of the chasm: .---------- CLINTON LIBRARY PHOTOCOPY 



~2-

• Generous small business discounts to make the mandate 
affordable. 

• A Medicare drug benefit and a good long-term care 
package.to make the Medicare and Medicaid savings 
possible for the AARP, NCSC, etc., to support. · 

• The early retiree discounts to solidify large business, 
labor, senior and state and local government support. 

• The 10 year maintenance of tax deductibility as a 
compromise between managed competition advocates and 
those with good benefits today. 

• The integration of Medicaid into the alliances and the 
essential provider provisions to assure urban and rural 
underserved constituencies that capping the rate of 
growth in Medicaid and Medicare will not hurt them. 

• Enforceable private sector caps to go along with 
Medicare and Medicaid caps -- to avoid cost shift and 
make entitlements caps acceptable to liberals and 
private caps acceptable to conservatives. 

• 

• 

• 

Alliances that are large but not too regulatory to 
bridge the gap between managed competition and single 
payer advocates. 

·Incentives for primary care, administrative 
simplification and anti-trust relief to hold strong 
support among many provider groups. ~ 

A malpractice reform which is okay with consumer gro~ps 
and approaches (if not quite meets) the acceptable · · 
range for provider groups. 

A single payer s·tate option to 
national approach tolerable to 

make competition as J 
single payer advocates. 

By constructing our package to have "movable parts" and 
being flexi.__ble, we are in a good pos:ltion to prQceed through 
negotiations on "the Hill," feeling our way to the right mix of 
"parts" for the majority we need. 

The policy we introduce in two weeks should fundamentally 
not change, though some adjustments are necessary where we have 
missed the mark 
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There are a few hundred detailed suggestipns .for policy 
improvements ~hich we should incorporate into !the book. I will 
forward them to you. In addition, we should wfite the boOk 
differently to be clearer and include backgroupd and rationale 
mateiial. ~ il( 

There are only -e few major policy changes1

!: I would recommend: 
I' 

• 

• 

• 

The plan ..€_9unds and is too_ regulatotiY. We need to 
remove some of the powers of HHS, the Board and the 
Alliances. I will forward a list of1i! suggestions. · 

il· 'i' . 
we need to smooth out the small business discount 
schedule. ill 

'I 
I 

we need to spell out the ways patientsand doctors will 
II 

have more choice. ·. lji 
:rl 

• We should qreate a consortium of medicaL schools and 
academic health centers to be the o~ganizers of the 
quality system rather than the feder'al government. 

·lr' 

. ~ We should announce these and many of the 1:smaller changes so 
that people know that we are listening and ar~: flexible. The 
changes should be presented as examples that the Administration 
listens and responds, not as defeats or retre~ts ·~ 

"i• 

. On financing, we should promote the idea ·~·that there are 
"Iic::wableJ!!QPules". in the plan which we can di~cuss, as long as 
our fundamental principles are·~ -----.~f;-:: -----

r ~ 

• 

.. 
• 

• 

• 

Size of Medicaid savings • 

Size of Medicare savings • 

Amount of deficit reduction. 

Rate of growth allowable for 

Phase-in of'drug benefit • 

··~~ 
lj• ·I 
,'I 

'· ,[' 
I· 
,.' 

" :rl 
privat~ sector caps • 

I 

:: 
. ~ : \ . --
'• ,, 
·d 

• Phase-in and size of long-term care!i:program. 

• Phase-in of universal coverage • 

• Size of tobacco tax • 

• Size of corporate assessment; 

• Discount generosity to small 



. ' 

• Discount generosity for early retirees. 

• Discount generosity for families. 

/ There is. plenty of room for us to modify our "going in\ 
pr~osals· as we gain a sense of thoughts in Congress. ~ 

. At the end of the day, we must get the Republicans and 
conservative Democrats to a ·· ea coverag 
reas.onab e period of time which mean 
mandate; we must have some type of budget cap on the private 
sector; we mus:t_ eliminate competition based on risk pools; and we 
must have some Medicare drug_and long-term care programs. 

To achieve consensusi we.may have to agree to make our 
allieynces smaller, to phase-in long-term care and the drug 
benefit~jed to realized savings (but we cannot make universal 
coverage contingent), to lesson our Medicare savings, to phase-in 
universal coverage and· the drug benefit a little slower; .to . 
loosen our private sector budget somewhat both in phase down and 
enforcement; and to do more on malpractice. 

For now, we should argue our current positions but be open. 
and listen. .·As the "lay of the land" becomes apparent, we should 
discuss when to make our moves. · 

We 

c~es a 

probably should assgmble a small group to 
week to discuss strategy as the situation 

meet a few 
unfolds) 

CLINTON LIBRARY PHOTOCOPY 
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THE WHITE HOUSE 

WASHINGTON 

Febr~ary 9, 1994 

MEMORANDUM FOR THE PRESIDENT 

FROM: Patrick Griffin 
susan Brophy 
Steve Ricchetti 

SUBJECT: Plan for Congressional Coritact 

The following is a plan for Member contact for the 
·President. We have broken Members down into four categories: 
those who are consistent supporters of the President who require 
additional attention from the President; those who we want 
cultivated as the President's core supporters ~ho are prepared to 
·"walk through the fire with us"; those who require individual 
attention; and fin~lly a list of members who are targeted because 
they hav.e been identified as swing votes on health care and other 

issues. 

,In each category we are recommending specific activities, 
timet~bles and frequen~y of contact. 

A.· Consistent Supporters 

There are 187 Members of the House and Senate who have 
supp6rted the President on his major initiatives. (Liit 

attached) 

We believe a strategy to engage these Members more 
frequently and in a social setting will continue to ensure their 
loyalty to the President. 

We are recommending two sets of activities: 

1. Five diriners with 40 Member~ and their spouses·at each. It 
will require five weeks, one dinner per week, to accomplish our 
goal of inviting the President's most loyal supporters to the 
White House for a social function. 

2. We also believe that these social events should be coupled 
with small substantive meetings with the President to establish 
an ongoing dialogue about the Administration's priorities. We 
recommend eleven meetings (one hour), with a maximum of fifteen 
Members in each, over the course of the.next three months (erie 

per week). 
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B. Fire Walkers 

We are suggesting that the President develop a core group of 
supporters, upon whose advise and assistance he can rely over the 
long term. We have identified eleven Members of the Senate and 
thirty seven House Members with whom we believe the President can 
build durable ~nd sustained personal relationships. This-g~oup 
will serve as the foundation of the President's support in 
Congress and will help the President be better informed about 
what is achievabfe legislatively. 

Senators include: Mitchell, Ford, Daschle, Breaux, 
Rockefeller, Leahy, Pryor, Boxer, Dodd, Hollings and Reid. 
House Members include: Hous~ leadership (Foley, Ge~hardt, 
Bonior, Hoyer, Fazid, Kennelly, Derri~k, Lewis and Richards6n) 
and the following others - Eshoo, Durbin, Dicks, Mfume; Frost, 
Lowey, Hamilton, Murtha, Pelosi, Price, Syriar, G. Miller, 
Becerra, DeLau:to, Frank, Glickman, Gjedenson, Meek, Flake, Pastor 
and Rangel . 

. To accomplish this we recommend that one or more of the 
following activities be undertaken at least once a month: 

. ' 

1. ~nformal Friday. night dinners; 

2. Strategy sessions after work over cocktails in groups of five 
to eight Members, segregated by chamber; {One per week for six 
weeks will accommodate all of the Members listed above.) 

3. Invitations to ~ovies; 

4. Camp David overnights in small groups. 

c. Individuai Attention 

There are six·senators and eight House Members who we 
believe are so important to the President's political and 

. legislative fortunes that they should be contacted by the 
·President by phone on a weekly basis. In addition, individual 
meetings wfth each should be scheduled at least every .other 
month. 

This group includes Senators - Mitchell, Dole, Moynihan, 
Byrd, Kennedy and ·Breaux, in addition to Representatives - Foley, 
Gephardt, Rostenkowski, Dingell, Natcher, Stenholm, Brooks and 
Michel. 

In addition, all of the Members listed above should be 
considered when invitations are extended for the following: 

White House dinners for any purpose 

CLlNTO 
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Kennedy center box 

Golf 

Tennis 

Running 

Movies 

D. Targeted swing Members of Congress 

_We have identified this list of Members, some organized by 
ideological group, for special attention because they represent 
the balance of power on health care and many other important 
pieces of legislation. We have listed targeted Republicans from 
the House and Senate, whom we and Majority Leader Mitchell 
believe have the potential to support the President .. 

6ur approach to dealing with these .Members is as follows: 
in the Senate, at a working breakfast or lunch, the President 
should meet with the following group: Exon,· Johnston, Bryan, 
Nunn, B. Kerrey, Heflin, Robb, Kohl, Shelby, Lautenberg, Boren, 
campbell and Lieberman. A separate meeting with the following 
key Republicans should be scheduled: -Jeffords, Hatfield, Cohen, 
Danforth, Durenberger, Kassebaum and Chafee. 

In the House we recommend that the President meet with the 
following four groups: Conservative Democratic Forum, Mainstream 

. Forum, single-Payer co-sponsors and targeted Republicans. 
Targeted Republicans include: Boehlert, ~hays, Snowe, Lazio, 
Fish, Walsh, N. Johnson, s. Horn, Gilchrist, Houghton, Quinn, 
Ramstad, Upton, Roukema, Torkildsen, Regula and Ros-Lehtinen. 

As the Speaker and House Majo~ity Leader noted in the health 
care meeting this morning, we should be cautious in reaching out 
to these Republicans and our stra~egy need~ to be coo~dinated 
with the leadership. ' ' 

This would require six meetings over the course of the next 

two months. 

E. Health care 

Senate 

Sena.tor Mitchell has recommended that the President meet in 
small groups with every Democratic Member and with key ~argeted 
Republicans . We recommend groups of seven with the following 
breakdown: four co-sponsors, one liberal and two.moderate non-

co-sponsors. 

CLH~TON LIBRARY PHOTOCOPY 
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House 

We will continue to meet with the Leadership and Chairmen on 
a regular basis to discuss legislative strategy for the duration 
of the Health Care debate. The general membership of the House 
will be accommodated by the caucuses and other group meetings 
outlined in parts D and F . 

. This would require nine one hour meetings over the next two 

months. 

F. Additional Outreach 

To extend the outreach of this congressional relations 
strategy, we recomrh.end that the President should also meet with 
the following caucuses and groups: Fre~hman, Hispanic, CBC and 
Women. This would requir.e ·four meetings over the next two 

months. 

G. '94 Elections 

Minimally, we believe the President must also have two to 
three 1-hour meeti~gs per month with members in marginal races 
from the House and Senate. Joan Baggett is outlining a specific 
strateg~to accomplish this goal. · 

H. Travel 

This plan contemplates that Presidential, Vice Presidential. 
arid First Lady travel will be directed both toward targeted 
members for,our Health care strategy and in accommodating the '94 
Campaign strategy outlined by Joan Baggett. 

Lists of the groups and caucuses identified in this memo are 

attached. 

Note: This entire strategy can be accomplished by dedidating 
12 hours of Presidential time per week during the 
course of_the next 2 1/2 months and can and should be 
repeated before the August recess. 

CLINTON LIBRARY PHOTOCOPY . 
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Memo to: HRC November 27, 1993 

From: Norm Ornstein 
Re: Congress and Health Care 

At the Yale Law School reunion, you asked me about Congress; l promised you a memo . 

. Here itis. I thought I would give some observations about the House,arid then the Senate, 

followed by a few general comments. I will ~e brief, and candid. Details can follow if you want 

them. My goal here is to give some insights into how to get a health bill through Congress-- not 

what kind of health bill we should have . 

. First, the House. I get a headache-- a migraine-.,. when I think about the hurdles po~ed by 

the committee referral process in the House. I hope it's covered under the plan. I have no doubt 

that you are frustrated by the process too. To make this plan work politically is going to take. 

strong and tough leadership in the House, and that will not be easy to come by. I know you have 

tried. As I said to you in New Haven, I worked hard on Speaker Foley to try to get him to create 

an ad hoc committee for the health reform bill, but to no avail. Now we have to deal with a huge 

dilemma: three prime committees, each with a claim on a major piece of the bill; each poised to 

turn the plan into a pretzel, with your task being to take three pretzels, merge them, and 

straighten them into something both coherent and passable. 

I have one major suggestion. It is probably too late to create an ad hoc .committee now, 

but not too late to use an unorthodox procedure for crafting a coherent bill after the pieces 

emerge from the various panels. You need to lean on the Speaker, and soon, to make it happen . 

He will resist, but I would use any and every bit of leverage you have, including involving the 

President. First, the Speaker needs to announce a tight and tough process under a joint and 
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· sequential referral-- strict limits on what jurisdiction goes where, times certain for reporting out 

their pieces of the bilL The Speaker will say that the committees won't be able to meet the 
/ 

deadlines, and then you'll be needlessly embarrassed-- but the only way to make this work in 1994 

is to force the committees to meet deadlines. Maybe the b~st way is to try to round up the other 

members of the leadership team, includi_ng Gephardt, Bonior, Hoyer and Fazio, get them on · 

board, and then try to work on the Speaker in a joint setting, 

Now comes the unorthodox part. The Speaker should create a post hoc, ad hoc 

committee-- a panel to take the pieces that emerge from Ways and Means, Energy and 

Commerce, Education and Labor, and the various minor committees, and merge them into one 

coherent package. This ~ould be done by an existing committee, making it the primary referral, 

but each of the three possibilities poses its own problems. You would be far better off with an ad 

hoc panel that contains a representative membership and leaders with whom you can deal. I 

would think that putting Gephardt in charge ofthe ad hoc panel would be a good way to go. You . . 

are going to need an effective advocate in the leadership, putting deals together and representing 

you in the clinches. He is the logical one, and this is the logical spot for him to do so. 

This type of ad hoc panel may not fit within the existing rules allowing ad hoc panels. But 

it should be possible to change the rules, if necessary, in February or March, when congressional 

reforms hit the House floor. If this idea doesn't work for you, or if you can't convince the House 

leaders to do it, find some way to pull the pieces together before the bill hits the Rules Committee. 

You must be in command, dealing from strength, by the time you get to the floor. It will be 

awfully difficult to do so unless you can find a way around the dilemma of committee referrals. 

By the way, speaking of reform, be aware that the reforms reported by the Joint 
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Committee on the Organization of Congress will be up in-February or March. Right now, they do 

little. that will affect the organization or jt!.risdictions of committees, but that could easily change. 

Ifthe leadership isn't careful, there maybe a revolt on the floor, and it could have serious · 

. implications for committees like Ways and Means and Commerce. Farmore members· are not on 

those power panels than serve on them, and the jealousy level is high. This could have a serious 

impact on you·andyour priorities, so have-someone keeping track. 

A few words about Ways and Means. It would be the logical center for the bill. But it is . 

a huge problem. Perhaps the year will go by with the chairmanship staying in Rostenkowski's able 

hands; then the problem will 'not be so large, becaus~ he will try to find a. formula for a winnable 

and reasonable bill. But the odds are substantial that we will end up instead with Acting 

Chairman Gibbons. He is weak, carrying little weight with his colleagues on health issues, and the 

committee will immediately decentralize. The role of Stark obviously increases under those 

circumstances. I needn't tell you what a problem that is, especially since Bill Thomas, as ranking 

member, cannot get along with Stark, and himself carries no weight with his GOP colleagues. It 

is one of the many frustrations of this process that Bill Gradison, who found ways to mellow out 

Stark and. was a consummate mediator, left the ranking position on health on Ways and Means to 

move to the HIAA-- moving from a key potential ally to a major adversary. 

Without Rostenkowski as a major force (he· will still be on the committee, fortunately), the 

top tier ofWays and Means is exceptionally thin. You almost have to go down to Matsui to find 

a stable, moderate, reasonable member. You need to find some allies and opinion leaders. Matsui 

has grown through his role in NAFT A, and may be ready to play a more significant role than he 

·has i? the past on health, as a bridge to the moderates in the House; Levin_ and Hoagland, who 
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span the ideological spectrum on the Democratic side of the committee, are additional good 

places to start. But the weakness ofWays and Means makes it imperative that a reasonable 

process for crafting a total bill be created before any package hits the floor. 

Ont~ the Senate: here you have a struggle for supremacy between two cominittees, 

Finance and Labor and· Human Resources. I know you have some preference for Labor, 

especially given your experience with Finance over the budget. But I would caution you to tread 

carefully here. Labor is likely to take a bill to the left, when your ultimate compromise in the 

Senate will have to be to the center. The House, with fewer potenti~l Republican allies, will 

probably end up to theleft of the Senate, so it is important to create a different balance in the 

Senate if you are to ensure ultimate successful passage. The central GOP players for compromise 

are on Finance, especially Dole, Chafee and Durenberger. Dole is the key. If you can work out 

any kind of compromise with him, you are golden. . (The more Gramm is virulent and hardiine in 

opposition, the more Dole will be motivated to show him up and take the reins as the GOP's 

leader on this issue.) Chafee will probably be the most open and reasonable, but the frank reality is 
. ' . 

that he will carry very few members along with him. Work with him and cultivate him, but 

recognize his limitations. 

Durenberger is a more interesting case. He was the GOP expert on health before Chafee, 

but was obviously discredited by his ethics case and indictment. But he will remain a player, and 

I?ay have more weight because he is leaving the Senate. It would be a wise investment of time to 

work with him, appealing to his pride: this could be his final legacy as he departs public life. 

In any event, Senate rules are such that you cannot avoid a major role for Finance. My 
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preference would be to make it the lead committee, because it more closely resembles the 

ideological coalition you will face on the floor. But that may be out ofyour control at this point 

anyhow. Mitchell has to play an aggressive leadership role here as well..:- he has substantial . 

. . 

referral power, and he must use it, forcing the panels to agree to dates certain for reporting out· 

the bill and creating a tough joint and perhaps sequential reterral schedule, something that should 
. . . 

be done soon after the start of the session next year. I would think the best.way is to make 

Finance the lead committee, but give Labor full sequential referral first, reporting back to Finance 

by sometime early in the spring. 

One additional comment about the two houses: remember that nearly everything else the 

Administration wants next year ·will have to go through Ways and Means and Finance. Be careful 

about having your priorities timed so that they don't step on one another! Welfare reform is a key _ 

case in point. Don't let it be introduced, and pushed, without carefully thinking through how it 

will affect the time pressures, resources and internal dynamics of the committees, and what that 

will do to health reform. The s~rne is true of taxes and GATT-- and, by the way, of 

environmental matters on Energy arid Commerce. This is true in general. Every issue that 

emerges next year, from the Senate equivalent ofPenny/Kasich to the Danforth Kerrey 

commission, will affect thetiming and prospects for health reform. You must be constantly 

sensitive to the impact of each issue on all others. 

Incidentally, although slightly off the subject, I would also recommend pushing the 

Speaker to create an ad hoc committee on welfare reform. There is a precedent for it; there is no 

way for Ways and Means to do it while also dealing with its other responsibilities; and, perhaps 

most important, Harold Ford is not going to be able to produce a welfare reform bili that meets 
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your goals and needs. 

Now a general comment: This is notgoing to be easy (there's·a brilliant insight for you.). 

It will be very hard to maintain momentum for a year. Most Americans will grow more nervous 

-about losing what they've got, and more skeptical about what they wil! gain-- assisted in their 

doubts, of course, by all the health care interests. Congress will grow more nervous, 

remembering the catastrophic debacle of 1988. Yol! will be pushed and pulled by all the forces 

inside the Administration, not to mention inside Congress. But passage of a meaningful bill is 

definitely 'doable. 

You need to focus on one main strategic goal. In the end, the options for Congress have 

. to be limited to two: passing the Clinton health reform plan, or doing nothing. Your model is tax 

· reform in 1986. All the interests were opposed, the parties were weak, it couldn'tbe done-- but 

it was. Just before the 1986 congressional elections, with members of both parties nervous as hell 

about the mood of the electorate, they were faced with two choices: pass tax reform, no matter 

how tough the vote and how controversial the plan, or' fail, and go home to the voters' judgment 

with gridlock being your basic message. The same thing has to happen next August, September 

or October. If the choices are two, C()ngress will opt for passage; even if the bill were to end up 

a repeat of catastrophic, the consequences won't come until after the election, and can be dealt 

with in the next Congress. But to opt for gridlock, with United We Stand and Perot fomenting 

voter di~content, is a recipe for suicide. . I 

· That means that the only plan defined as health reform is the Clinton plan. You must 

coopt the other alternatives along the way next year. It means you must make some· 
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accommodations with the Republicans, and form your own centrist coalition-- and prevent an 

independent centrist coalition from forming and posing a potent third way-- an alternative, also 

widely accepted as health reform, that is more modest and limited and can attract a raft of nervous 

Democrats tojoin Republicans eager to pass reform but hand you defeat. Penriy/Kasich shows 

how potent such a coalition can be-- it is frankly even more potent if led by Cooper and Breaux. 

Even as you try to develop your channels of communication and cooperation with Chafee and 

Dole, they will talk and work with Cooper and Breaux. You need to find a way to coopt all of 

them, declaring victory along the way. Don't wait to game through how you can do so; now is 

the time to figure out which parts of Cooper, Chafee and the other possible alternatives you can 
. . . 

accept or modify to make a coalition that works. Don't get to August with one o~ more. serious 

alternative plans out there opposing your own, ify~u can possibly avoid it. Corhprpmises that 

occur on the floor, or very late in the game, leave you with less leverage, and with less credit, than 

those made early from a position of relative strength. 

7 
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MEMORANDUM TO.PRE~IDENT BILL CLINTON 
·'l 

FROM: IRA C. MAGAZINER 

· SUBJ: . BRODER/JOHNSON 'INTERVIEW 

.~ SUMMARY OF OUR COMMENTS TO BRODER AND 'JOHNSON 

This memo summarizes what we have told Broder and·Johnson on various issues they 
· uiay wish to raise with you. · · · . · 

1. Was the plan too radical o~ bold?· 

We always knew that health reform would be difficult. The fact that we failed 
naturally raises questions about the course we followed. But it is unclear ·whether an 
incremental approach would have fared any better, if indeed a sound and (effective one 
could have 1Jeen designed.· · · · · 

The President promised a comprehensive proposal in the campaign. Alm.ost all the · . 
. po~itical advice we rec~ived from congressional leaders and outside political advi~ors · 
supported a-bold comprehensive initiative.· A comprehensiv~ approach made,sense on 
policy grounds. Even Senator Nickles and the Conservative Heritage Foundation, not · 
to ·mention groups like the. Chamber of Coiil)llerce, the AHA and the AMA were : 
proposing comprehensive ·plans that radically altered the financing and delivery of 

· American. health care. · ·· · , · · · · 

Ally approach which seriously addressed the issues, ,even if more slowly phased' or' 
smaller in scope would have encountered serious opposition. Any serious approach · 
would still have had to raise money (through an employer mandate m: large tax . · 
increases), would have had to.have scoreable cost containment (through premium 
caps, direct price controls, budgets or stringent tax caps), and w'ould have had to have 
some type 'ofcommunity rating (through~ealth alliapces or state or federal laws). 
Any ofthese would have led to extensive opposition from powerful, determined 
interest groups. Had we made a less comprehensive proposal we might have lost 
support from some of our core supporter groups while still engendering the same 

. opposition. · · · 

Many states had tried incremental insurance reforms as a way to expand coverage and 
· reduce cost, with very little success. Market-based cost containment requires changes 

, ' . ' . 
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. in the tules for health fmancing which are by nature complex and interrelated 
(consumer choice, community rating, standard benefits), no matter how designed. 

We always assumed our bill would be scaled back. We made clear from the ou~et . 
that we had •:no pride of authorship" and welcomed congressional rewrites as long as 
the Presidenfs principles were met.. As you know from our "endgame menios,". if 
Congress had said, we will achieve the President's goals but we will take ten years 
instead of five, reduce the benefit levels, COnStrain COSts more gradually, trigger 
premium caps only if the market doesn't work, have voluntary alliances, tie long.:.term 

- care benefitS to realized savings~ we would have been very amenable and riot at all 
surprised. We encouraged Senators Chafee, Breaux and others to seek compromises. 

. . •• ; - ! \ . ' 

The real test of whether we overreached, however;. is whether.someone candefme. . 
what apackage _could h~ve looked like (even in hindsight) which woul.d have achieved, 
the goals which alinost all moderate Republicans and Democrats supported at the . 
time; would have pleased ell.ough of our key opponentS Without alienating our base 
supporters; would ha,ve been judged f~cially sound by. CBO; and still wquld have 

. had a decent chance of in factworkilig. 

· In light of tll.e "reinvention· of history" which is occurring, it is important to 
. reemphasize that q.o senior official in the Admiriistration spoke up agaillst the ,basic 
_structure of the bill.· Universal coverage, the employe~ mandate~ premium caps, 
mandatory alliances, etc., were unanimously supported,· The. only disagreements were · 
. about Slze of benefits, pace of phase..:in and stfingency of COSt constraint: . . 

· ·· Virtually every other industrialized nation on earth achieves universal health coverage, · 
almost all with sinlilar or better benefits and health outcomes, all at 50 to 75 percent· 
our cost relative to the size oft}leir economies. .- -

.- _ The interesting question is' not why we would dare to propose. sUch goals for our 
country, but rather why the political system of the greatest nation on earth has made 

.. such goals seem-so bold, radical and una~hievable. - . 

2. Was the plan too bold· politically? 

Our proposals foilowed the campaign proposals made in the New Hampshire primary 
. - and reiterated in a September 1992 · speech in New Jersey. In the· spring of 1993, . they 

- were broadly supported (e.g., see Kaiser poll 3/93) and-were considered. moderate. 
The major pieces all were taken from bills sponsored by moderates. 

• . Univetsalcoverage was supported by all Democratic candidates in the 1992 
campaign and by Senators Dole, Packwood and Chafee-. 
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. • The employer mandate· was considered more moderate than the. single-payer 
financing advocated by traditioillllljberal groups and by Bob Kerrey and Jerry. 
Brown. Richard Nixon's health plan fucluded an employer mandate; groups 

· like·the AMA, HIAA, AHA, ·Chamber of Commerce, Jackson Hole Group, 
. and candidates like Paul Tsongas all supported one as well . 

. i 
. . 

• Managed competition and community rating were endorsed by the DLC, · 
moderate. Republicans,. the Business Roundtable, the Chamber of Commerce 
and many others as a more moderate alternative thaii single.payer or. "pay-or
play,'' both of which created large federal financing pools and therefore, had 
too much government. We took our community rating and large mandatory 
alliance proposals directly from a bill sponsored in August 1992 by Jifu 
. . . ~ - ' . . 

• 

Cooper, Mike Andrews, David 'Boten, Sam Nl1nn: and other conservative 
Democrats. · · 

' . I 
. . . 

Containing the growth in health care costs. (particularly the. growth of Medjcai:e · 
and Medicaid costs) to the rate pf growth in personal income, was contr6- . 
versial among many health· experts in Washingtmi and not. popular with· some 
liberals. B:ut a wide rujay of experts including c. Everett Koop, Jack . 
. Wennberg~ -Uwe Reinhardt and others believed it could be done. Groups like 
· the AARP who tt:aditionally 'opposed caps on Medicare and Medicaid found 
·the President's proposal mote acceptable because private insurallce premium · 
gmwth. would also be capped and $e health system would undergo 
comprehens~ve refoim~ .. ·· · 

·. . . . - ' ':. . . . . . . .... . 

•. The premium caps we used to back up managed competition were necessary · 
· .. for CBO scoring and were taicen <tiredly froni a·bill sponsored by Senators.· 

Kassebaum, Danforth and BUms· and Congressmen McCurdy· and Glickman, 
all moderates. · · · · ·. 

e, Some like ChairnlanRostenkowski and Dingell felt that the plan \vas· not bold. 
enough (see Rostenkowski's Harvard speech in Section 4.) 

The consistent in:dications we had from moderate Republicans and conservative 
Deniocra4 d.uring the summer and fall of 1993 were. that some compmmise which 
met our goals was going to occrir, albeit with lower benefits, a less stringent mandate, 

. triggered· premium caps, smaller or voluntary aJliances, ·etc~ 
. . 

In discussions witll moderate Repl;}blicans and conser-Vative Democrats in Congress 
during the summer and fall of 1993, it became clear that they would want to water 
down the mandate· and·. scale back the size of the program , from whatever we proposed . 
and get credit for doing it. · It was . part of the "cover" they felt tl:iey needed to 
support an employer mandate and. new entitlements. · Leading liberals also expected 
that the ultimate bill 'would be a scaled down version of what we pmposed. 
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Why such-a long, complex bill? 

We always vi~wed our bill as a starting point. :We knew that no matter what we 
·produced--it would have to be rewritten. That's why the President emphasized, 
principles in his introductory speech and said the details were negotiable. He wanted · 
a simpler, smaller bill, but-the congressional leadership wanted us to do a full bill and 
CBO scoring required it. ' · · · 

Ther~ were many div~rgfug ap.d strongly held _views in Congress about health care . .· 
reform even among those who shared commongoals. We knew we could not ple~se 

·even most people with any bill we initially proposed. · · 
' . . . . ' . 

Even if we could have spent more time over the spring and summer of 1993 trying to 
build congressional consensus over a starting bill (which we couldn't becau&e of the 

.·focus we had to have on the economic package), we could notha,ve succeeded in .. 
· . producing early consensus; The R~publican moderates 'wanted to produce _their, own 

bill. There was no single bill that Jim; Cooper and Peter Stark were going to agree on 
at the outset or perhaps ever. .· 

Our best·strategy was to try to bridge the gap betWeen ~e single payer and. managed 
competition advocates and try to let congressional leaders modify our proposal to fmd 

· consensus; 
·.j ... 

The bill was too lmig and too regulatory, but .that was to some extent the result of 
CBO requirements; ihe complexity oftoday's health system and simply the way 

· legislation is drafted today. · · 

. CJ.30 didJ,l't believe iti competition as a way to control costs.' The premium caps, 
large alliances, specified benefits package anci elaborate enforcement language were m 
large part necessary to get the actuaries both at HCFA and CBO to score the bill 
prop~rly.. · · 

· A large part of the bill involved simplifying and cutting Medicare and. Medicaid costs 
and regulations which are very complicated and modifying. existmg ins'urance 
regulations which are also very complicated. That's why all the bills were long and 
complex: Mitchell's bill was longer than ours: The mainstream .bill was almost 
1,200 pages. The original Chafee bill was over 800 pages without any long-term care 
o~ prescription drug provisions. Even the Dole bill which did very. little was over 

, 600. pages. J · · 

Most legislation is long today .,.-the crime bill, NAFTA and the budget bill were all 
longer than the health bill. 

4 
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. The President wanted a shorter bill, hut it is unClear whether we could have 
succeeded· with it either. 

·Was there a middle of the road approach t.o achieve the goals? . ' ... . . 

Those who advocated that we start with a more "middle of the road" approach have· 
not' been required· to. defme what thjs. w_ould have included. The Chafee and Cooper . 

. bills which were offered as·centrist alternatives, avoided pu,blic scrutiny. Had this 
scrutiny occurred, ideas like taxing benefits for all people who didn't buy low cost 
planS, individual mandates, national certification of all health plans, severe Medicare ·. · · 
cuts with no a(iditional senior beiu!fits, arid complicated ,subsidy scheJpes· for over 100 
niillion people would have proved difficult to explafu and justi~. 

A Chafee or _a Cooper style bill would have eng~ndered active ·opposition from labor; 
· seniors groups, single payer advocates, businesses with good benefits pacbges that 

would now. be taxed. and a long .list of other supporter.s ·of the Health Se~urity Act 
without picldllg up substantial support from opposing groups who orily used those 
bills temporarily to oppose ours,. eventually backing . off them. . . . . 

. ·. . 

·The Cooper bill was scored as $300 billion short to produce 91 percent coverage even 
with its unpopular tax on benefits. Scoring on t:Q.e Chafee bill was going to be even 
worse.' Imagme if we had proposed a bill with thl:lt scoring. · · 

While CBO had criticisms of our bill~ they were easy to ftx .. CBO analysis of the ·· 
impact of our bill on national health spendin'g was. nearly identical to our estimate. ' 

. They differed with us only on how savings or spending would be shared among. 
businesses, federal.government and ·state and ,locai government. Because our.bill 
produced substantial savings it WaS easy to make changes to allocate more of those 
savings to the federal government and achieve deficit reduction and universal· 
coverage. These changes were presented by Senator Mitchell at !he Democratic 

· . caucus in April of1994. With the Chafee and Cooper approaches, t.pis would have 
been allnost impossible because there wasn't adequa~e fmancing or cost coiltainnient. ·. . . . . ; 

5. The process for .health reform. Why such a speedy timetable? . Why have a large 
task force process? · Why the seerecy? , . . . , · . ' . 

0 
I I ' 

The President made a campaign promise to submit a health plan in the frrst 100 days 
. of his Administration. . Economic groWth and deficit reduction in the next decade 
depended on action on health care early. We knew also that health care reform would . 
be a very controversial issue. The longer it took to introduce a bill, the less likely it ·. 
would be that we could succeed. In early 1993, there was momeQ.tum for refortn. 
We wanted to seize this momentum. 

. . 
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.wb established a ~sk force mainly because we wanted the policy to work. Too much 
social policy built' on skeletal.· bills is not well thought out and is me result of political 
compromises t:hat simply didn't work. Whil~ we recognized that whatever bill we 
passed would have to go through many mid-course corrections ·and amendments as 
implemented, the President wanted the framework to be sound. 

. . . . . 
. . : . . . . . 

We didn't want t:Q.e existing gQvernment bureaucracies, by virtue of their knowledge 
·of details,_to .dominate the policy process. We. believed that they were a part. of the 
·problem. As a governor, the President had first hand experience \Vith HCFA and 
found the organization and its many-bureaucratic. rules frustrating and inflexible ... He··· 
also believed that a lot of the traditional Washington thinking on health care was stale 
and that state mid private sector innovations were more forward looking. 

For all these reasons, the President wanted a health care working group which would 
·include people from outside Washington,. practitioners as well as .theoreticians.· He 
. wanted theni to challenge the bureaucracies and the conventional Washington thinking 
. on health policy. · · 

. l • 

He did not want the health care special interests to dominate the p:~;ocess. H~ wanted 
to allow them to 'be heard, but not to write the policy, as is often done on complex 
technical issues like health care. 

. He wanted the health care effort coordinated from the White House. It involved 
competing interests of many departments. ·. The President had not made health care 
knowledge a criteria in selecting an. HHS Secretary because he 'planned to coordinate 

. reform from· the White House.· He 1Fflew the economic· team would be preoccupied.· 
with the economic package, so he encouraged the formation of a separate policy · . 
operation. . 

. . 

Iiwas a mistake not to opentlie policy' process more to the press. We were not open .. 
·enough in general at the White House.duririg that period. 

On the other hand, the health care task fo~ce luls gotten a bad rap on this count.. It . 
·was one of the most inclusive policy processes ever, reaching out to thousands of 
people,.-meeting with hundreds of interest grotips and conducting hundteds of 
meetmgs with members of Congress (see CQ article.) . 

6. Why was the First Lady chosen to head the task force· and why was Ira 
Magaziner chosen to run its day-to-day operations? 

·. I . , ' . 

·Appointing the First.Lady was a big risk, but she is_ incredibly talented and appointing. 
her showed that we were serious about health reform. we knew health· reform would 
be in,cn~dibly difficult. Many people warned us about this, but we felt we had to take 

. it on. I~ was too important to the country. If we were going to take it Ori, we wanted. 
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to. give it the best shot possible. Appointing the Fifst Lady did that, though it was 
risky. Had we succeeded, it would have been viewed as a bold, courageous step. 

; lrl! had managed complex policy development efforts in both the private and public · 
. sectors. The Democratic health establishment in Washington was weighted toward 

single payer or pay:-or-play :government-oriep.ted solutionS. Ira ·advocated more 
market-oriented managed competition solutions.-

Thotigh he did. not have political experience, he had successfully managed the 
America's Choice: high skills or low wages effort where he built a unailimous 
consensus amongRepublitanS and Democrats, labor and industry.'Ieaders on a bold 

· prograni for reform. (Broder followed ·this project.) Both the First Lady and the 
· President knew· him·. · 

Ira :M~gazi11er may have been a reasonable choice to head the policy develoP,ment · 
. effort on health reform, but he ~ad no, legislative or political experience .. Why . 
wasn't there senior political and le~lative l~dership on health reform 'from the 
b~ginning? · . · .. 

. Ira was never intended to play the lead legislative' or political role. His· title is policy 
development:. · The budget pattie :turned out to be harder and more protracted than· we.· · 
initially anticipated._ . Seriior White House legislative and political officiais had to 
focus on it until late in ihe summer. Then, Howard Paster made known his intention · 
to leave _and Harold Ickes took longer than we. anticipated to come on board, so there 
was a temporary vacuum in health care~ W-e could have had 'stronger political and 

··legislative leadership from the· beginning but it ·is unclear wllether this affected the 
·outcome. 

When we. introduced our health plan in September and October of 1993; it was widely · 
viewed as a politically astute, successful initiative. Even at the end of 1993, despite 

·· · much negative publicity, most commen~tors predicted that we would get a universal 
coverage bill passed by Congress, the public still favored oti.r initiative by almost 20 
pointS iri the polls and by 40-'60 points margins when matched.up·against competing 
bills .. Democrats like Jim McDermott and Jim Cooper and moderate Republicans like · 
JohnChafee and John Danforth were all predicting a successful health reform · 
outcome which .included universal coverage. 

. . 

Whatever shortcomings our team might have had ip. 1993, we successfully launched 
health reform. · · . 

8~ Some have said .that the President deserted his own bill and turned the whole 
process over to Congress, abdicating leadership .. Why did you play only a 
supporting role af~er the fall of 1993? 

·7 
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( . Strong· congressional leaders with very successful track records like Mitchell, . 
· Gephardt, Dingell, Ford, Rostenkowski and Kennedy were committed to 
· comprehensive health reform. They wanted to play the leading role as far as 
Congress was concerned. It seemed. prudent to folio~ their lead. 

All major sociallegislation·submitted by previmis administrations, whether Social 
Security or M~dicare and Medicaid or the Civil Rights Act have·always be~n · 
rewritten by Congress: The President was prepared to lead the public debate and to 
lead.·mice bills came to the Floor, but we needed strong congressional·leadership 
during the interim period to achieve consensus. 

. . 

9. Could you have managed the interest groups better? · 

'.·} 

We had two. fundamental ~d unalterable constraints in our dealings. with interest 
groups .. 

1. · Early . on, most believed that comprehensive reform was inevitable. and that 
their best strategy was tohelp,us shape it. When the President's honeymoon 
was short lived and the econpmic' program ran into trouble, and health reforin 
was therefore delayed, niany groups retracted initial pffers and became more . 
comfortable opposing changej · · · · · · 

. .. . 

2. Our introduction of abill was only the frrst step in a lo~g cong~essional . 
· process with· many entry points (committees) and many steps. It was rtot 
. inherently good politics. for mterest.groups to sign on.unequivocally.to our bill 

without trying to _improve the_ir position further in the congressional process. 
As a result, groups wanted to push us as far in their direction as possible 
without locking themselves into ,an endorsement.. .. . . 

During early 1993, we were ·h~peful of strlkmg deals with a variety of groups for a .. · 
bill. which would be futroduced and. passed that year. . . \ .. 

' , ' 1 I 

We anticipa~ed working with congressional leaders from May through August to • 
· negotiate with key swing interest gtoups, particularly.health care. providers and 

business groups, and strike deals which would secure their support or at least . 
acquiescence. We also anticipated being a}Jle to "lock in" support from our natural 
allies --organized labor, senior groups, consumer groups and selected health provider· 
groups, · · i · 

When the economic program ran into trouble in April and May, the President's 
popularity plummeted and health care reform was postponed, we lost that opportunity. 

After this, in late-June, we had to pursue adifferent strategy .. ·we divided the groups 
into three categories: likely supporters; likely opponents; and ·swing constituencies. 

·. 8 CLINTON LIBRA . . . . . . 
. . . . . RYPIIorocopy 



( 

( 
\ 

Supporters 

We conducted detailed discussions wi$ the likely supp~rters throughout the summer 
and early fall to ·try to lock in as much support as possible when the bill was released. 
These groups included the AFL/CIO and its various unions, 'supportive medical · 

. groups such as the Coilege of Physicians, th~ Aineriean Academy of Family . · · · 
Physicians, the American Academy of Pediatricians', the: Natiollfll MedicaL 

. Association, nurses, social workers; seniors groups such as A.ARP; NCSC, the 
Conimittee to Preserve Social Security and Medicare, the Alzheimers Association; 
hospital gr~mps such as the Catholic flealth Association and the Association of Public 
Hospitals; and consumer groups such as Citizen Action, the League of Women , 

. Voters~ Consllinets Uirlori, disability groups; disease groups, veterans groups, nlllitary 
.· dependent groups, mental health advocacy groups, e~. . . 

. . 

Most of th~se discussio~ ,were successful, though it. took time to gain the agreement 
· we needed. . Iri every case, these groups -supported the fundamental elements of our · 

bill. Inevitably, however, they disagi-~ed with some-minor elemen~.- Some were.
single:-payer advocates. · Many said that they would be supportive but had to see final . -· 
bill language and· secure votes of their boards before they could formally endorse our 

. bilL Many said they· would support us __ but would oppose one ot two ·elements -- the . 
Catholic Health' Association opposed our abortion provision and the doctors felt that-

· our malpractice provision should go fi!.rther. · · · 

These .discu;sions were p~instakiiig, time ccins~rning and unavoidable._ We secured . 
thesupport ofmany of these groups, but often,not until late 1993 or even early 1994. 
Sometimes,· their preoccupation with the 10 percent they didn't get Iri our. blll.was .· . . 
communicated more forcefully tha_n, th~ir overall support . 

. . Opponents 
. . .·. . . '· 

Certain groups had clearly decided to oppose us from the beginning. By.late sprillg, 
it became clear that the price for support from others would undermine our proposal. 

:. . '· . -· . _I . . • . ·. . ' 
. . . . . 

The NFID.made their opposition clear in March;_ If we h~d an employer mandate or 
any substantial taxes, they would oppose us . 

. ;-· 

The HIAA.may have hoped that they could strike· a deal with us -since they supported 
. uruversal covenige, the employer mandate and a guaranteed compn!hensive benefit 
package. However, they were unalterably opposed to three provisions of our policy 

· . which were _fundamental-- consumer choice, community rating aild premium caps. 
Essentially, they wanted insurers to continue to be able to charge different rates to 
different groups and discriminate against groups that had older or potentially less 
healthy people; they wanted to tnarket to employers ·instead of allowing cofiSumers to 
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choose their health plans and they didp't want any l4nitations on the amounts by . 
which they could raise their premiums. · · · · 

In our view~ COI1$umer choice.was essential to the functioning of a good market and 
. was what most AmeriCans wanted. . The pra~tice of Insurance companies charging ' 

mote to higher-risk groups not only wen:t counter to the original idea of health 
· insurance but would also raise gove11¥Ilent sp~nding dramatically because public 

subsidies wo.uld increase for b,igh-risk people. Without premitim caps or some similar 
backup cost co~taiinnent mechanisms, CBO would not score cost savings in the bill. 

· In our discussions with HIAA in the summer of 1993, we tried to explore areas of .. 
compromise on these issues, for example, triggered premiuni caps and adjusted 
community rating (whereby insurers would be prote~ted against bad risks by a· . 
national reinsurance pool), 'but they did not· seem interested in real compromises on 
these .Issues. · · · · · 

Mike Bromberg's various clients-- the l~geinsurers and for-profit hospital groups~- .. 
opposed premiuin caps and consumer choice, arid· state flexibility. In February ~d 
.March they had seemed open to potential compromises on these issues, but by late · 

, ··summer, their positions had'hardened. I .explored possibilities for·triggered. premiUlD. 
· . paps and limits on state flexibility with .them in discussions in late s~er ·and early 
· fall, but got nowhere. 

By early fall~ we expected these groupstojoin the NFffi opposition~ Some . 
congressional leaders .felt !Mt they cou,ld ·ultimately negotiaie with Gradison and 

. Bromberg but that it should be ~one at the latter stages of the .congressional process 
by l]?.em, not by us. ·· ' · 

Swing Group~ . 

. ·... The fmal category were swi.J;lg ·groups like the AMA, . AHA, Blue· Cross/Blue Shield,· 
the PMA, the Chamber. of Commerceand NAM. They supported many' aspects of 
our proposals but.opposed others. Unlike the ppposing groups, they seemed truly 

· corrimitted to comprehensive health. reform. Initially in the spring, they seemed · 
interested' in making deals. 'with us to be supportive, but as we· delayed, they began 
pulling back. They were not negative in our discussions with them, but they began 

. empllasizing areas o( disagreement and streSsing that those would have to be fC$Olved 
before they could be supportive. In discussions over the summer, they did agree to .. 

. · take a constructive position -- to publicly emphasize areas of agreement, to express a · 
commitment to the President's principles and to make clear their. desire to work with 

· us to achieve a good bilL · · : · 

N.Nyf and the Chamber supported employer mandates, seemed inclined to accept 
triggered premium caps .and fav<?red mandatory commuiuty rating and consumer . 
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choice thfough mandatory health alliances (albeit szp.aller ones than we proposed). · 
They were most uncomfortable with state flexibility, the new seniors' entitlements, 
thesize of the benefits package and the size of alliance's. We assured them that we , 
would work with them on these issues and they· agreed to take a constructive. attitude 
toward our proposals; 'which they did for a period of time. 

The AMA lunged from one position to another -- at times being verj supportive -
and af other times being very criticaL We ha!i ·good meetings with them in the· 
spring, b~t by the late summer,~they were backing away. We suspect this reflected . 

'the tensions within their own membership~ We would agree on various points and , 
then they would have a new set of points at the~next meeting. Their willingness to 

. work with usclearly dissipated as time went on; . . 
' 

The AHA and Blue· Cross/Blue Shield also had discussions with us about more 
flexible premiuin caps and smaller alliances; the AHA was also concerned about the 

l .. · . . . . . . . . . .... 

level of Medicare and Medicaid cuts. But again, they agreed to be generally . . . I . . . 
supportive. · . .. . 

We discusied. in good faith with these groups.· We listened carefully to tlieit views : 
· and weighfd them very seriously~--. Sometimes we simply ·disagreed. Other tiDies 
CBO di~agreed. ·· 

. I . . . 
By the fall, we were not in a. position to cut deals with· them. In some cases, they 
had withdtawn froin positions they had· communicated in the spring and were , 
advocating changes we simply couldn't make without losing core supporters or CBO 
scoring. ·I · · · · 

Ontop of this, the congressional leadership was ·strongly urging us not to cut deals.· 
. ·I . ' . . . . . . . . . . . 

We had agreed to support the Chamber' s· small business discount schedule which was 
. good policy. ·W_¢ pushed'~d-for a seJ;ies of anti-trust changes which were ·also good .·· 

policy and supported by.the AMA and AHA .. In these cases and others; congressiopal. 
· leaders were upset with use.· -They complained that,we were making concessions. 

without gainirig any votes and that they should cut the deals, not us. . 

·' 

In many ~ases, when we moved in the direction ofthese groups, they had a new 
series of "concerns" they raised withus. After we worked all summer with the AMA 
on antHrust, malpractice and other important issues, they returned in September· with 
a :new· "bottom line" demand to be gul!ranteed a seat on the national health board. 

• I ' ' • • 

After discussing concerns about the degree of state flexibility in our plan all summer, . 
NAM caf11e in Sept!!mber with a demand for no state flexibility. ·This bolstered those· 
in the Administration and in Congress who argued that we should not make · 
concessions butrather shouid wait for the congressional·process. We couldn't bring 

. any closure with these groups because 'they knew they had another "bite at the apple" 
in Congr,ess. · 
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The Importance of Momentum · 
. . '/ . 

Interest group politiCs in health care .is Very difficult. There are many sides to all 
· issues, and there are many iss~es. Sometimes 'the real concerns. for groups are not the 

major issue but a series of minor issues which have to be treated very carefully.· 
. - . . 

On any given issue, a decision may please one group and angerfour others. 

It became commonplace for groups to blame us for not resolving all of their issues. 
There was no way for us. or anyone else to do so. · · . 

The real driving factor in our lack of success with many groups had less to do with 
how we negotiated· and more to do with our overall political strength.or we~ess.
Most of the- swing groups we faced, have primarily Republican memberships. If the 
health reform ship, regardless of how battered, was clearly heading to shore, those . 
-who represent these interest groups wqulcl have argued to their members as they did. 
from November 1992 ·- May 1993 that\compromise with \lS was necessary. · 

. . - : .. . (I 

In the fall of 1993, when strong'conserva:tive Republican opposition emerg~d and we . -
lost momentUm. from delliY arid the. outcome was less clear, the prudent· strategy· for 
most swing groups_ was to hang back and see how things developerl. Finally, in the. 
spting of -1994, when reform was in trouble, preservmgthe status quo became the 
safest course for many of_these groups . 

.. T~s overall swing in momentum was. m~re important than any negotiating skills of · · 
ours. 

10. Why did supportive groups not mobilize better? 

. Too many groups who supported comprehensive health reform ._spent their energies 
trying to alter the 10 percenfin our bill_ they did not like instead of fightip.g for the. 90. 
percent they supported. We spent months negotiating with all ofthese groups to meet · 
their specific.needs but most never came through with·active support until it was too·· 
late. · · · · · ,. 

In ope sense we were a victim of the early success we enjoyed. in- the polls during the 
fall of 1993. Many groups assumed universal coverage was guaranteed and that they 
should withhold full endorsements untii they got changes in details they. were seeking .. · 
We. warned .them that the whole bill could be loSt and that they would then suffer . 
severe reverses the next year, but they didn't believe us. 

I . . . . 

The AARP was paranoid about a repeat-of the catastrophic debacle. The AFL CIO 
and consumer groups were spending their energies fighting against NAFTA. They 
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were the only groups with significant money to spend and large grassroots networks 
·and they didn't become active .until the spring of 1994. . · 

We were ?utspent 20 to 1 by opposing intdrest groups. They organized well. We .· 
may have had many groups supporting us, but the intensity of feeling was stronger on 
the other side. · · · · · · , · .· 

·. 11. The impact of Whitewater on health care. 

Whitewater did have an effect on the health care debate. There is a direct. statistical ·· 
correlation between the decline in -presidential popularity associated with Whitewater, 
and the decline in popularity of the Clinton health plan~ .· · 

- ' 

.... 

in addition, Whitewater diverted the. attention of key White House officials like 
Haro~d and Pat from January through April in Particular, when their focus on heruth . · 

care was most needed. 

' 1:2. What U:npact did talk .r;adiohave onhealth care? 

Conservative groups oppo~ed to health reform used talk radio as well as direct mail 
and phone bank campaigns to raise people's~ fears about health reform. A_ tremendous 
amount of misinforination was communicated this way. 

13., What effect did Gingrich'·s rise in the GO]_)· b,ave? 

From february through September of 1993, we had over: 20 productive meetings-with· 
a Republican House health group appointed by minority leader Michael and headed by 
Denny Hastert. We also had productive. meetitigs with a number of moderate GOP , . 

. House members who wanted to work with us on health reform. . . . 

When-Michael announced his retirement and GingriCh became heir apparent· in the . 
summer of 1993, there was a clear change in attitude .. A number of House 

· Republicans with whoni we had been working told us that they no longer could · 

cooperate. · 

Gingrich obviously' decided early on: that not cooperating with us was better politically .. 

for Republicans .. 

14. WJty the veto th~eat in_the 1994 State of the Union? 

We were signalling a willingness to see our bill rewritten ·and to compromise broadly 
on the details of our proposal. Many of our supporters were asking ·whether we had 
any bottom line and wanted a commitment that we would stand firm for the principle 
of universal coverage. ' ' ' ' ' . ' 
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At the' time,~23 Republican senators including Bob Dole and virtually all Democrats · 
were saying that universal coverage should be in Dole's words, "a non-negotiable part 

· • qf any health bill." · 

In retrospect, of course,- we- didn't succeed and therefore it seems like a, hollow threat· 
At the time; most observers felt it was a reaso~bly safe s~tement to make.· It is 
unclear whether we could have had· an easier compromise iil the spring if that marker 
had not been laid down. Supporters .of the original Chafee and. Cooper bills as well 
as the original mainstream and ftnance committee bills backed away from those once 
-they began to be_ aruuyzed. It is diffi,cult to ftnd workable partial solutions in health_· . 
reform that have much of any positive effe~t with()ut also creating negativ~ effects. 

15. How was the fimil difficult-decision to. pull the plug made last fall? 
. . ' 

. 16 .. · 

17. 

. . 

The plug was essentially pulled by the Republicans. long before last fall. We 
encouraged the Mitchell/Chafee process bU:twere not optjmi~tic that Chafee could . 
attracfmore than a few Republicansto,a compromise bill.and indeed he couldn't. 

. .· 

E~en if he could have by some miracle, we would have had a hard time in the House 
·.:with liberal Democrats. Labor, consumer groups, single payer advocates as well as. 
· o~r .business supporters were all opposirig the Chafee/Mitchell effort. . 

.·. ', 

'Why. did you toler~te the publicly expressed· opposition of and destructive leaks 
from some senior Administration officials on the reform effort? 

Though some· Adminl~mttion officials have been savagely critical of you: the First 
· Lady and me, we have refused to be drawn into any· criticism· of fellow 
Administration officials. Broder and Johnson have repeatedly 'invited us to do so. 
We have simply indicated that there .were good. internal discussions ori health refonil 
and that ~ll stlpported the basic structure of the_ proposals. 

What role did the health care fight play in the Republican takeover of Congress? 

. It is ha~d to say. Health care, as David Broder noted in an article in October 1994,. 
was not discussed directly in most races because neither side :knew how it wou~d play. 
Senator Kennedy was reelected defending what we tried to do in health care. Jim 
Cooper tried to run on his opposition to-our health plan and was slaughtered.· . 

Certainly many people were angered during the health care debate· and we 'lost out 
. going and coming. For some Republicans and Independents, it symbolized 
De~ocratic ·party proclivities for big government, bureaucracy and expensive 
entitlements. Far some core Democrats and Independents, our failure to deliver on · 
the promise of health reform even though we haci a Democratic President artd 
Congress worked against us. 

.. ~ · .. , . . 
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18. The role health care will play in the 1996 el~ction. 

We have not commented on this. 

19. ·They may ask a series· of political and personality questi~ns. 
• Did Senator Moynihan hurt or pelp the ·reform efforts? 

• Why didn't'you invite Bob Doleto sit downwith you·and discuss possibl~ · 

compromises? . 

• Did Rostenkowski's ·indictment or Mitchell's departure prove.fatal to the 

effort? 

• . Did· you think Mitchell should have· brought· his bill t() a vote even if you could · 
not pass it? · . . ·. · · 

·We have not indicated views on these tbpics to them . 

. 20. . We have in gener31 not ch;lrltcterized your thoughts on any topic, indic:iting .th~t 
we cannot speak for. you. . . . . 

. There are a few exceptions where we have accurately portrayed positions ofyours 
·which show.your commitment ofwhichwere politically prescien~. · · 

. . . ' . . . . .· 

e We have told them that you often expressed concern that the bill:was in 
· perception and in reality too bureaucratic. lha:ve. expressed my own horror at 

seeing a 200 page policy d.ocument grow into a 1,300 page bill after various . 
departmental drafters and CBO had their way_· and have taken the blame. f()r not 

. 
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fighting them harder to eliminate a lot of tlle bureaucrati~ superstructure of the 
bill even after you expressed a strong desire to do so. 

We have showed them the "endgame scenarios" which we were working with 
. to demonstrate that we always intended to be flexible and cut a deal in the· · 

center and have shown them memos and notes from Breaux, Chafee: Andrews 
. and others which indicate tl:iat.as ~ate as May, moderates in both. parties Were 

discussfug with us compromises which were within those endgames. 

We have indiCated that' you often expressed a desire to try to· fmd a deal and 
·were concerned with having the process drag on too long.· You accepted·. 
advice from the congressional leadership and your own legislative· advisors to 
go through the normal order, but were always concerned that it might take too 
long and that the issue :might become stale. · · 

' . 

' ·., 
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PASSING HEALTH REFORM 

TIIE'HEALrn SECURITY ACf WOULD.SUCCEED IF ENACI'ED AS WRITIEN. IT 

WAS ALSO CONS1RUCI'ED AS A NEGOTIATING DOCUMENT. IT HAS DOZENS OF 

MOVEABlE PARTS WHICH CAN BE cHANGED AND STi~ BRING SUCCESSFUL 

HEALTII CARE REFORM. IT ALSO HAS VARIOUS lAYERS WHICH CAN BE 

REMOVED WHILE STILL PREsERVING ITS ESSENCE. 

NO MATIER WHAT WE PRODUCED, CONGRESS WOULD WANT TO MAKE MAJOR 

MODIFICATIONS. WE HAD TO CREATE A DOCUMENT WHICH COULD ALLOW 

FOR mrs, 
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. OUR POLmCAL STRATEGY 

1HE WINNING CONGRESSIONAL MAJORITY FOR HEALTII CARE REFORM 

DEPENDS ON HOLDING ALMOST ALL LIBERAL ANI;) MODERATE DEMOCRATS, 

WINNING A SIGNIFICANT NUMBER OF CONSERVATIVE DEMOCRATS AND 

~ATTRACTING 8-10 MODERATE REPUBLICANS IN TilE SENATE (ASSUMING WE 

NEED 60 VOTES) AND 15-20.IN 1HE HOUSE. 

1HE CLINTON PROPOSAL (WHILE SLIGHTLY LEFf OF CENTER FOR 1HE 

CONGRESS AS A WHOLE), IS ALREADY RIGHT OF CENTER FOR TilE COALITION 

WHICH WILL EVENTUALLY COME TOGETIIER TO VOTE FOR HEALTII REFORM. 

IN FACT, WE HAVE MOVED 1HE CONGRESSIONAL DEMOCRATS TO TilE RIGHT 

ALREADY THIS YEAR. PRIOR TO THE CLINTON PRESIDENCY, DEMOCRATS IN 

CONGRESS WERE DMDED BETWEEN SINGLE-PAYER ADVOCATES AND 

ADVOCATES OF "PAY OR PLAY" WHICH WOULD HAVE CREATED A HUGE 

FEDERAL PROGRAM FOR HEALTH CARE COVERING MOST AMERICANS. ONLY A 

HANDFUL OF DEMOCRATS SUPPORTED 'MANAGED COMPETITION. 
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WHY WE STARTED LEFf OF CENTER . · 

IN TilE SPRING, TiffiRE WERE 1WO POSSIBLE WAYS TO FORM OUR·riocuMENT · · · 

POLITICALLY; 

• IN Tiffi CENTER WITII MODERATE REPUBLICAN AND 

CONSERVATIVE DEMOCRAT SU~PORT WITIITIIE INTENT TO . 

NEGOTIATE Willi LIBERAL SINGLE-PAYER AND "PAY OR PLAY" 

GROl!PS ~0 OUR LEFf; OR 

• _LEFT OF CENTER WITII LIBERAL AND MODERATE OEMOCRAT 

SUPPORT AND NEGOTIATE TO Tiffi CENTER. · 

TilE DIE WAS CAST IN MAY WHEN COOPER AND OTIIERS ALLIED WITII IDM 

MADE CLEAR THAT TilEY WOULD NOT SUPPORT UNNE~SAL COVERAGE IN 

TillS BILL, PREFERRING TO COME BACK AND PASS IT IN A FEW YEARS, AND 

WI-IEN TilE CHAFEE GROUP DECIDED TO PRODUCE TIIEIR OWN BILL WITII AS 

BROAD REPUBLICAN SUPPORT ASPOSSIBLE AND NEGOTIATE WITII US AFTER 

VARIOUS BILLS WERE INTRODUCED. 

TillS LEFT US NO CHOICE BUT TO GO CENTER LEFT TO ENSURE A FIRM BASE 

OF SUPPORT FOR OUR BILL UPON INTRODUCfiON. 
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· HEALTH CARE lffiFORM: 

mE BOTTOM IlNE 

HEALTII REFORM WilL BE SUCCESSFUL IF WE ACHIEVE TilE FOLLOWING 

GOALS: 

• UNIVERSAL COVERAGE BY TilE END OF TilE DECADE 

• COMPREHENSIVE BENEFITS 

• COMMUNITY RATING 
' . 

• COST CONTROL 

• ADEQUATE FINANCING FOR TilE PROGRAM 

· TilE NEW SYSTEM WHICH WE CREATE MUST FIT TOGETIIER. . IMPLEMEN'"" 

TATION WILL 'BEGIN DURING TilE PRESIDENT'S FIRST TERM. TilE BILL WHICH 

PASSES CONGRESS MUST WORK NOT JUST POLffiCALLY BUT ALSO 

SUBSTANTIVELY. 

TillS MEANS RESOLVING SUCCESSFULLY 14 MAIN ISSUES AND HUNDREDS OF 

"SIDESHOW" ISS~, EACH OF WHICH HAS ITS OWN CONTROVERSIES. 
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MAIN EVENT ISSUES 

A. UNIVERSAL COVERAGE 

1. EMPLOYERIINDMDUAL MANDATE 

2. · lEVEL OF DISCOUNTS 

3. SUBSIDIES FOR UNDERSERVED AREAS 

B. COMPREHENSIVE BENEFITS 

4. SCOPE OF BENEFIT PACKAGE 

5. MEDICARE PREsCRIPTION DRUG BENEFIT . 

6. LONG-TERM CARE 

7. PUBLIC HEALTH INITIATIVES. 

C .. COMMUNI:rY RATING 

8. INSURANCE REFORMS 

9. SIZE AND STRUCfURE OF ALLIANCES 

D. COST CONTROL AND FINANCING 

10. RUlES FOR ACCOUNTABlE HEALTII PLAN COMPETITION 
. . 

11. INCENTIVES FOR CONSUMERS TO BE COST CONSCIOUS 

12. PREMIUM CAPS 

13. MEDICARE AND MEDICAID SAVINGS 

14. · NEW REVENUES 

CLINTON LIBRA. 
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A SAMPLING OF SIDESHOWS 

1. SUBSIDiES TO ACADEMIC HEALTH CENTERS AND TEACHING HOSPITALS 

· 2. RESIDENCY SLOTS FOR PRIMARY VS. SPECIALTY CARE PHYSICIANS 
. . . 

3. RELATIVE PAYMENT RATES FOR PRIMARY VS. SPECIALTY PHYSICIANS 

4. OVERRIDE OF SCOPE OF PRACTICE LAWS 

5. ANTI-TRUST REFORMS 

6. ESSENTIAL PROVIDER PROVISIONS 

7. CLIA SIMPLIFICATiON 

8. UNIVERSAL REIMBURSEMENT SYSTEM 

9. MEDICARE AND MEDICAID SIMPLIFICATION 

·. 10. NATURE OF QUALITY REPORT CARD AND INFORMATION COLLECTION 

11. SPECIAL TREATMENT OF SUB POPULATIONS -AIDS PATIENTS, RARE 

DISEASE PATIENTS, ALZHEIMERS PATIENTS, TWO DOZEN OTHERS . 

12. WOMEN'S HEALTH RESEARCH FUNDING 

13. INCENTIVES FOR COMMUNITY-BASED HEALTH PLANS 

14. RISK ADJUSTMENT FORMULAS 

15. · TREATMENT OF CHIROPRACTORS, PODIATRISTS, ETC. 

16. INCENTIVES FOR PRACTICE IN UNDERSERVED AREAS 

17. INCENTIVES FOR STUDENTS TO ENTER PRIMARY CARE· 

18. MEDICAID wRAPAROUND SERVICES 

. ·19. NURSING HOME REGULATION. 

20. · TREATMENT OF STATE AND FEDERAL WORKERS 

21. 

22. 

23. 

24. 

25. 

STATUS 0~ INDUSTRY RUN MULTI-EMPLOYER HEATH PLANS 
., 

ESTABLISHMENT OF FEE SCHEDULES 

DEFINITION OF A FAMILY . 

TREATMENT OF SUBSTANCE ABUSE 

DIRECT REIMBURSEMENT FOR NURSES 

·CLINTON LIBRA. . ·. . 
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A SAMPLING OF SIDESHOWS (CONTINUED) 

26. . NATURE OF MALPRACTICE REFORM 

27. MANAGED CARE VS. FEE-FOR-SERVICE 

28. PROTECTIONS FOR RURAL AND URBAN UNDERSERVED POPULATIONS 

29. SIZE AND NATURE OF "SIN" TAXES 

30. FEDERAL CONTROL VS. STATE FLEXIBILITY 

31. ·ABORTION 

32. TREATMENT OF UNDOCUMENTED PERSONS 

33. PRIVACY ISSUES. 

34. MEDICAID INTEGRATION . 

35. . MEDICARE INTEGRATION 

36. SIZE AND NATURE OF TAX CAP 

37. TREATMENT OF UNDER 65 RETIREES 

.· 38. PREMIUM AND SUBSIDY STRUCTURE 

. 39. STATE MAINTENANCE OF EFFORT REQUIREMENTS 

40. ERISA AMENDMENTS AND WAIVERS · 

41. RESPONSffiiLITY FOR FINANCIAL RISK 

42. INDEPENDENT CONTRACTOR RULES 

HUNDREDS OF OTHERS 
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THE END GAME 

WE MUST WIN SUFFICIENT CONSERVATIVE DEMOCRATIC AND MODERATE 

REPUBLICAN SUPPORT BY COMPROMISING FEATIJRES OF OUR .BILL, BUT WE 

MUSt BE CAREFUL NOT TO ALIENATE TOO MANY UBERAL DEMOCRATS BY 

GOING TOO FAR. 

DEPENDING UPON OUR POLITICAL SKILLS, nffiRE ARE A RANGE OF END 

GAMES WHICH CAN RESULT. THE PATH TO NEGOTIATING THESE DEALS .WILL 

.. GO MEMBER BY MEMBER AND WILL OFTEN INVOLVE MODIFYING PROPOSALS 

·oN THE HUNDREDS OF "SIDESHOW" ISSUES WHICH WILL BE IMPORTANT TO 

VARIOUS MEMBERS AND THEIR CONSTITUENT GROUPS. 

VIRTUALLY EVERY MEMBER WE CONVERT WILL INVOLVE POLICY CHANGES 

WHICH THE MEMBER CAN ClAIM TO HAVE WON. nffiRE ARE SO MANY ISSUES 

EMBEDDED IN THE BILL WHICH ARE SO IMPORTANT TO Tiffi OVER 1,500 

HEALTH CARE INTEREST GROUPS AND THEIR CONSTITUENCIES THAT WE CAN 

MAKE HUNDREDS OF THESE MODIFICATIONS WITHOUT HURTING THE 

INTEGRITY OF THE BILL IN ORDER TO GAIN VOTES. 
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END GAME - SCENARIO I 

·IF WE CAN SUSTAIN THE PUBLIC DEBATE, AND NEGOTIATE WELL, UNDER THE·· 

MOST OPTIMISTIC SCENARIO, WE WILL WIND UP WITII THE FOLLOWING TYPE 

OF COMPROMISE: 

• UNIVERSAL COVERAGE PASSED IN TinS BILL ON OUR TIMETABLE 

WITH AN EMPLOYER!INDMDUAL MANDATE AND lARGER 

SUBSIDIES OR A SLOWER PHASE-IN FOR SMALLER COMPANIES. 

e PREMIUM CAPS WHICH ARE SOMEWHAT LESS RIGID THAN THE 

ONES WE PROPOSE. 

• HEALTH ALLIANCES FOR COMPANIES. OF 500-1,000 OR UNDER 

(WHERE THE ONE PERCENT ASSESSMENT GAINED fROM 

ADDmONAL CORPORATE ALLIANCES WOULD PAY FOR THE EXTRA 

SMALL FIRM SUBSIDIES). 

• SMALLER MEDICARE AND MEDICAID SAVINGS. 

• A SLOWER PHASE-IN OF LONG-TERM CARE AND THE 

PRESCRIPTION DRUG BENEFIT TO COMPENSATE FOR THE LOWER 

MEDIC~ AND MEDICAID SAVINGS AND A TIE-IN BETWEEN THE 

SAVINGS AND THE SPENDING ON THESE PROGRAMS. 

• A FEW HUNDRED MINOR MODIFICATIONS. 
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END GAME - SCENARIO ll 

IF WE ARE ONLY MARGINALLY SUCCFSSFUL IN niB PUBLIC DEBATE AND 

. SECURE A LESSER BILL WIDCH STILL FULFILLS niB PRESIDENT'S PRINCIPLES, 

IT MIGHT LOOK LIKE TilE FOLLOWING: 

• UNIVERSAL COVERAGE ON A SLOWER TIMETABLE -- BY 2000, 

WITII AN EMPLOYER AND INDIVIDUAL MANDATE WITII niB . 

EMPLOYER SHARE REDUCED (WORST CASE, AS LOW AS 50 

PERCENT), POSSIBLY LIMITED TO TilE LOW COST INSTEAD OF TilE 

AVERAGE COST PLAN, POSSIBLY WITII A SLOWER PHASING-IN OF 

TilE FULL BENEFITS OR WITII ENHANCED SMALL COMPANY. 

DISCOUNTS. 

• LESS STRINGENT PREMIUM CAPS WHICH TRIGGER IF COMPETITION 

DOES NOT PRODUCE A CERTAIN LEVEL OF SAVINGS BY A CERTAIN 

TIME. 

• A SLIMMED DOWN LONG-TERM CARE PACKAGE WHICH PHASES IN 

MUCH SLOWER AND A MORE SLOWLY PHASED-IN PRESCRIPTION 

DRUG BENEFIT, AND A TIE-IN BETWEEN TilE SAVINGS AND TilE 

SPENDING ON TiffiSE PROGRAMS; 

• LOWER MEDICARE AND MEDICAID CUTS. 

• A SMALLER TOBACCO TAX. 

CLINTON LIBRARY PHOTOCOPY. 
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END GAME - SCENARIO ll (CONTINUED) 

. • SMALL ALLIANCES --100 OR UNDER, POSSIBLY VOLUNTARY, 

WITH STATES ALLOWED. TO GO IDGHER AND A NATIONAL RISK 

POOL TO REINSURE CASES ABOVE $25 OR $50 niOUSAND PER 

.YEAR. 

• REDUCTION OF TilE ONE PERCENT CORPORATE ASSESSMENT. 

• A FEW ~DRED MINOR MODIFICATIONS. 

12 
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TIMING AND NEGOTIATING STRATEGY 

1HERE ARE TIIOUSANDS OF NEGOTIATIONS WIDCH HAVE TO TAKE PLACE 

INVOLVING HUNDREDS OF ISSUES BEIWEEN lATE JANUARY AND EARLY JUNE. 

MANY CAN BE DONE ON A STAFF :ro STAFF LEVEL. 

A WHOLE NEW SET OF DIFFICULT NEGOTIATIOfl_lS WILL TAKE PLACE AFTER 

JUNE WIDCH WILL BE MORE CONCENTRATED. 

MANAGING TillS PROCESS SO mAT IT KEEPS MOVING FAST ENOUGH TO 

· SUCCEED ON OUR TIMETABLE WILL REQUIRE A HIGiiL Y ORGANIZED EFFORT 

ON OUR END: 

• WE MUST SPEAK WITII ONE VOICE. A SMALL GROUP IN THE 

WHITE HOUSE MUST COORDINATE. 

• IN COOPERATION WITII LEADERSHIP AND KEY COMMIITEE STAFF, 

.WE WILL PREPARE BY mE END OF JANUARY A WEEK-BY-WEEK 

SCHEDULE TO TRY TO CLEAR AWAY mE "SIDESHOW" ISSUES SO 

TilEY DON'T BOG US DOWN -- IDENTIFYING ONES WHICH WILL BE 

USED TO SECURE VOTES lATER IN mE PROCESS. 

mE TIMING OF ·coMPROMISES, WHO THEY ARE MADE WITII AND WHAT WE 

GET FOR TIIEM IS PROBABLY OUR FUNDAMENTAL SET OF STRATEGIC 

DECISIONS. 

WE MUST SIGNAL A WILLINGNESS TO BE FLEXIBLE IN GENERAL (THOUGH NOT 

ON BASIC PRINCIPLES), BUT WE MUST HOLD OUR POSITIONS AS LONG AS 

POSSIBLE. PREMATIJRE SIGNALS OF SPECIFIC COMPROMISE COULD DOOM US. 
' 
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.·LEGISlATIVE END GAME 

THOUGH CAREFUL WORK MUST BE DONE TO CULTIVATE MANY MEMBERS 

WHO WILL ULTIMATELY BE WITH US, THERE ARE A RElATIVELY SMALL 

NUMBER WHO WILL BE THE "SWING VOTES." THERE ARE FEW SURPRISES· ON 

THE LIST. 

OUR EFFORTs WILL ULTIMATELY FOCUS ON THEM. 

14 
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THE SENATE 

THOUGH OTHERS WILL TAKE CONSIDERABLE WORK, TilE FOLLOWING UST OF 

POSSIBLE BUT DIFFICULT VOTES WILL BE KEY IN THE SENATE. 

DEMOCRATS REPUBLICANS 

BREAUX ROBB CHAFEE GORTON 
NUNN DORGAN DURENBERGER BOND 
JOHNSTON KERREY COHEN SPECTER 
BOREN . HOLLINGS PACKWOOD· D'AMATO· 
BRYAN EXON HATFIELD DOLE 
SHELBY DECONCINI DANFORTH BENNET 

HEFLIN KASSEBAUM ·ooMENICI 
BURNS 

•' HATCH 

WE NEED 16 OF THESE 29 SENATORS TO GAIN 60 VOTES (16 OF 20, IF THE lAST 

COLUMN OF LESS LIKELY REPUBLICANS IS EXCLUDED.) 

15 
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THE HOUSE 

IF TIIE VOTES ARE STRUCfURED PROPERLY, WE SHOULD ULTIMATELY HAVE 

TilE SUPPORT ON TIIE HOUSE FLOOR TO PASS A GOOD BILL. THERE ARE 

CERTAIN KEY COMMITTEE VOTES WHICH WILL BE PARTICULARLY 

IMPORTANT. 

ENERGY & COMMERCE 

DEMOCRATS 

SHARP 
TAUZIN 
RICHARDSON 
SLATTERY 
BOUCHER 

, COOPER 
ROWLAND 
LEHMAN 
PALLONE 
SCHENK 
MARGOL~-MEZVINSKY 

LAMBERT 

REPUBLICANS 

BIIARAKIS 
McMILLAN 
UPTON 
PAXON 
KLUG 
GREENWOOD 

ASSUMING WE GET ALL TilE OTHER DEMOCRATS, WE NEED 8 OF TIIESE 18. 

WAYS & MEANS 

DEMOCRATS 

PI~KLE 
RANGEL 
FORD 
STARK 
COYNE 
ANDREWS 
McDERMOTT 
KLEZCKA 
PAYNE 
HOGLAND. 
NEAL 
BREWSTER 

REPUBLICANS 

THOMAS.· . 

GRANDY 
HOUGHTON 

ASSUMING WE GET ALL TilE OTIIER DEMOCRATS, WE NEED 8 OF TIIESE 15. 
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CLINTON LIBRARY PHOTOCOPY 



General Targeting Strategy 
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The Congre~sional targeting strategy focuses primarily on three groups of 
Members: Cosponsors, Members of Committees of Jurisdiction, and Members· 
who are influential with other members. (The final category of Members is made 
up primarily of moderates with the exception of some minority caucus Members.) 
For each of these groups we have a variety of strategies to build the coalition we · 
need to pass the Health Security Act next year.· 

We are working to solidify the backing among those who have cosponsored 
the bill, by making sure they are comfortable with the policy and by events geared 

. to increasing support among their constituents. This strategy is aimed at 
continuing to build our list of supporters as the year progress·es. (See Appendix 1 
for a current lists of House and Senate cosponsors.) 

Much of the early action next year will take place in the five primary 
Committees of jurisdiction in the House and Senate. Our targeting emphasizes the 
key members needed to form the majority necessary to vote the bill out these 

. committees. Since our efforts with the Committees are critical to the success of 
our legislative strategy, the majority of this memo is dedicated to an assessment of 
these Committees. (See Appendix 2 for a list of all the Committees to which the 
bill has been referred, Appendix 3 for membership lists of the five committees 
which have been given primary jurisdiction over the legislation and Appendix 4 for 
profiles of the key swing votes on these Committees.) 

Finally, our targeting list identifies Democratic Members who do not serve on 
the Committees but are viewed as important because of their ability to influence 
other members. These Members may control blocs of votes in caucuses or 
delegations or serve as bellwethers for other members with similar philosophies. 
On the Republican side, these members are our most likely moderate Republican 
votes. As such, they are keys to forging the majority we need when the bill · 
reaches the House and Senate floors .. (See Appendix 5 for our priority targeting 
list.) 
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1. Cosponsor Strategy 

We currently have 31 cosponsors in the Senate and 101 in the House, but it 
would be a mistake to consider all of. these as solid yes votes at this time~ While a 
number of these are co·mmitted to reform and ~upportive of our plan, others signed 
on out of a sense of loyalty to the Administration, the Leadership or the ~arty. 
Others came on under pressure from their Chair.men or the Leadership. Our 
a·pproach is designed to reinforce their decision to cosponsor the bill by aiding their 
understanding of the details of the legislation, increasing their comfort in talking 
about the plan in public settings, providing assistance in building suppo·rt in their 
districts and enlisting them to recruit additional cosponsors. 

Over this recess period we have under way a number of activities to reach 
out to our cosponsors: In addition to the "thank you" breakfast held last week, we 
have contacted each of the cosponsors and offered them the opportunity to have 
an administration principal either attend a town meeting in their district or to brief a 
group of their influential health providers in Washington. We are starting to receive 

·responses to this offer and are working to arrange the logistics. In addition, we 
. are working with the Democratic Policy Committee in the Senate and their House 
Leadership on a series of regional health care summits planned by our key 
cosponsors in these areas and featuring the First Lady during January and 
February, 

2. Committee Strategy 

As the center of the action on shaping the legislation shifts from the White 
House to the Congress, we. must ensure that the Congress takes ownership both 
of the issue and the substantive details. Over the next several months, this 
investment will be critical since we will need to rely on the key Chairmen and the 
leaders to defend reform against well-run campaigns against it. Our efforts also · 

-will involve an ongoing dialogue with those moderate and swing Members whose 
votes will be pivotal on the Committees. 

But high profile negotiations with particular Members over the most 
controversial i~sues will. represent only a small fraction of the decisions to be made 
by Congress. Most of the action will take place behind the scenes, by House and 
·senate Committee staff who will shape ninety percent of the final details. As a 
result, relationships with the Committees cannot be top heavy; they ultimately 
must be strong, both professionally and personally, at the staff level as well. 
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- While much attention tends to be focused on the Chairmen and the Staff 
Directors, the technical staff will make many key decisions, and shape the debate 
of the remaining controversial decisions which are bumped up to the political . 
decisionmakers. To develop the most effective relationships with the technical 
committee staff, our legislative and policy staff must invest a great deal of effort . . 

as soon as possible with the objective of becoming an indispensable resource to 
them. Otherwise, they will resort to historic relationships with the departments, 
the think tanks and other outside experts, who may wish to influence· the process 
not·to our liking. We need to create a framework which integrates our experts in 
this process on a daily ·basis. 

With that stated what follows is an assessment of where we stand with the 
Committees ·and our targeting strategy for critical and swing Committee Members. 

Overall Assessment by Committee -- House 

Looking at the three lead House Committees, it seems clear that strictly in 
terms of getting the votes to report a bill out of Committee, Educa.tion and Labor 
will be the easiest Committee and Energy and Commerce will be the hardest, with 
Ways and Means in between. In the case of each Committee, assuming that we 
win no Republican votes, we can afford to·lose only four Democrats. This overall 
view·should give you a sense of how the votes must shape up. 

Energy and Commerce 

- While we can only afford to lose four Democrats, our list of possible 
problems is considerably longer: Hall, Slattery; Cooper, Rowland, Boucher and 
Tauzin. ·The possible Republican gains are long shots, with Greenwood being the 
best bet and Hastert, Klug and Upton on the target list as well. We should be able 
to .limit our loss of Democrats to four or less, but it is clear that this group will 
have considerable leverage over the shape of the final package. At introductio·n 
we have 8 out of 27 Committee Democrats as co-sponsors, with 23 votes ne-eded 

. to report the bill out of Committee. 

If it becomes clear that Energy and Commerce cannot report out as 
comprehensive a package as the other Committees, it may become necessary for 
the Committee~ to diverge and then to bring a compromise package together ·for 
floor consideration. 
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The Committee historically has had strong subcommittees, and the Health 
subcommittee in particular has generally taken the lead on minor and major health· 
legislation. The full committee typically plays a strong role in reviewing 
subcommittee action, particularly in controversial areas, but most of the details 
tend to be worked out in subcommittee. 

The Chairman has referred the bill to the Subcommittees for a very short 
time period, only until March 4th of next year. This is to keep the bill on schedule· 
but it also reflects his nervousness about getting the votes to needed in the 
Subcommittee. We will need to target the Health Subcommittee and its Members 
for special attention early. in the process because it will be the first place there is a 

· vote on the bill. . Since we can only afford to lose two Democratic votes in the 
Subcommittee (and Roy Rowland and Ralph Hall are unlikely to support the bill), 
we will have to work especially hard on such moderates Slattery, Brown and 
Pallone .. Even with their support, that will leave Congressman Cooper as the final 
vote for passage. That is why we even need to establish a dialogue with Rowland 
and Hall in case their votes. prove necessary. 

Ways and Means 

It is likely that at some point Rostenkowsi will shift the action from 
. subcommittee to full committee, which will diminish Stark's role to some extent. 
Unlike the Energy and Commerce Committee, Ways and Means has a tradition of 
majo-r issues being worked out in full committee. Tax reform, for example, was 
handled almost entirely at the full committee level. Also unlike Energy and 
Commerce, the subcommittee staff works for the full committee chairman. 

While it will be necessary to deal with Stark's concerns, he will try to pull 
th'e bill as close as he is able to towards a single payer approach. At the same 
time, the center of the Committee will pull us ·in the other direction. On the 
subcommittee Sandy Levin and Be'n Cardin will be key to maintaining a balanced 
approach. In the end, the full committee is likely to refine and alter the approach if 
the subcommittee fails to re(lch a consensus on a polltiqally viable approach. · · 
When it g·ets to the full committee,. such Members as Matsui and Kennelly are . 
important since they are influential both with the Chairman andon the floor. 

The Democrats most at risk are Payne, Brewster and Andrews. Andrews 
has told us that he wants to support a bill with universal coverage .. The most likely 
Republicans to vote for a bill are Houghton and Grandy, with Johnson in the next 
tier. At introduction we have 11 out of 24 Democratic members ofthe Committee 
as co-sponsors, with 20 votes needed for passage. 
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Education and Labor 

The Democratic majority on the Committee is very strong. The most at risk 
democratic votes are Members like Rob Andrews (D-NJ) and Gene Green (D-TX), 
and these votes should be possible as well. The Republican prospects are not very 
strong, with Steve Gunderson being the most likely. At introduction we have 16 
out of 27 Democratic Committee members (including delegates and Resident 
Commisioner who can vote in Committee) as co-sponsors, with ·22 needed for 
passage. 

Overall Assessment by Committee -- Senate 

The infighting between the Finance Committee and the Labor and Human 
Resources Committee over primary jurisdiction illustrates how difficult it will be for 
these two primary Committees to work out an amicable division of labor. It is now 
clear that the two Committees of primary jurisdiction will report out their o_wn 
versions and visions of health reform legislation. The Labor Committee will have a 
much easier time of getting the votes needed to deliver their bill to the floor and, 
no doubt, it will look much mo"re like the bill we have introduced than the one the · 
Finance Committee will report out. The Finance Committee Will do whatever is 
nec·essary to poll out a bill with bipartisan support. 

While it will takethem more time and possibly be more contentious, the 
Finance Committee has the institutional leverage to report a bill that will attract a 
significant number of votes on the Senate floor. In the end, however, the real 
power brokers will be Majority Leader Mitchell and Minority Leader Dole. They will 
be the players who vyill have the ultimate power to decide what goes to the Senate 
floor for the initial vote. (Obviously, the leadership will not be able to exert much . ·· 
control overthe Senate free-flow amendment process.) 

Senate Finance Committee 

Because of the p'hilosophical/political make-up of the Finance Committee, it 
will be much ·more difficult to obtain the 11 votes necessary to report out a bill. 
However, a bill reported out of the Committee, particularly if it has received the 
support of some of the moderate Republicans on the Committee, is more likely to 
receive bipartisan support than a bill out of the Labor and Human Resources 
Committee. More specifically, it could be argued that such a bill would be less 
likely to be targeted with an extended (and possibly detrimental) debate and/or fall 
victim to a filibuster on the Senate floor. 
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As of this writing, it appears there are 8-9 relatively certain Democratic 
votes on the Committee. At introduction, we had 8 of 20 members of the 
Committee as cosponsors. The two that we must be most concerned about are 
_the two we are always concerned about: Senators Boren and Breaux. The 
Republicans worth paying particular attention are: Senators Packwood, Dole, 
Danforth, Chafee, and Duren berger. Two of these Mel"ffbers -- Dole and Chafee -
are particularly critical because they control blocks of Republican votes which can 
provide cover to those Republicans who want to support reform. Two other 
Republicans who should not be written off are Senators Roth and Hatch. 

' ' 

Of major importance will be our relationship, and the relationship _of the 
Committee Members, with. Chairman Moynihan. His primary interest will be to 
illustrate his ·ability to report our a bipartisan bill which can gain the support of the 
state of New York and Governor Cuomo. 

Senator Packwood's departure, should he decide to retire, would be a blow 
to gaining support from moderate Republicans. His likely successor as Ranking 
Republican would be Senator Roth, with Senator Danforth next in succession. If 
Senator .Packwood does leave, whether Senat~r Dole chooses a moderate or 
conservative to fill the seat on the committee may be a signal of his intentions 
with regard to health reform. (Note: Senators Gramm and Lott, two of the most 
conservative Members of the Senate. were the runners up the last time there was 
Republican opening on the Finance Committee . .) 

Finally, to strengthen personal relationships, as well as to determine the 
Members' priorities, Senator Rockefeller has initiated a series of Committee 
Members only meetings. He has hosted at least three meetings and, from all 
reports, they have gone fairly well. This is a -constructive development since the 
Members will be less likely to be adversarial during the u'pcoming debate if they 

- have formed stronger personal ties~ 

Senate Labor and Human Resources Committee 

Of all the five primary Co-mmittees of jurisdiction in the Congress, this 
-. Committee is the most able and willing to work with us and be responsive to our -
priorities. It also is the Committee that can most easily and quickly deliver a 
majority of its Members to report out a bill. · 

While the Committee should have little problem reporting out the· bill on a 
straight party line vote, there are several moderate Republicans Members including · 
Ranking Republican Senator Kassebaum, our sole Republican cosponsor Senator 
Jeffords and Senator Durenberger. Of some interest, two Republicans serve 
concurrently on this Committee and the Finance Committee ;._ Senators 
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Durenberger and Hatch. It is likely, however, that they will side with' the Finance 
Committee on issues of substance and jurisdiction. 

Committees with Narrow Jurisdiction 

We will need to work which each of theCommittees with narrower 
jurisdiction as the process unfolds, but in all likelihood, they will act on a more 

· delayed schedule, waiting to see what superstructure their sections will fit into. 
The referral in the House calls for committees with limited referral to complete 
action within two weeks after the three lead committees report out a bill. In the 

.· Senate, Committees are likely to report out their own bills concurrently, or soon 
after, the bills start being reported out of Labor and Finance. 

Although we frequently think of the Judiciary, Governmental Affairs, and VA 
Committees, we cannotforget that there are many other Committees who will 
demand a role.· We are currehtly, conducteing weekly interagency legislative 
meetings to coordinate ourppproach with the.se other committees. 

Committee Activities 

Over the last few weeks, Ira Magaziner, Roger Altman and representatives 
of the White House Legislative Affairs staff have metwith key moderate 
Democrats to open a dialogue on health reform. They also are in the process of 
meeting with the committee and subcommittee staffs to establish a positive 
working relationship for the coming weeks. Administration principals {Cabinet 

. Secretaries or Senior White House Officials) and Legislative Affairs staff have been 
assigned to each of the targeted Members to serve as main contacts on health 
reform and to monitor their status. 

3. Influential ~embers Strategy: 

On the House side, we have identified a number of Democratic Members 
who do not serve on the primary Committees of jurisdiction but we view as 
important for our prospects in .the House. These include caucus chairs such as 
Jose Serrano {Congressional Hispanic Caucus) and Dave McCurdy {Mainstream 
Forum and DLC) and members who are keys to important state delegations such as 
John Murtha of Pennsylvania. It al_so includes members such as Dan Glickman 
who will be influential with other moderate Democratic Members. 
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The most influential Members of the Senate serve on the Fiance and Labor 
Committees. However, among our priorities are several moderate to conservative 
Members who do not serve on these committees and will be amongst the most 
difficult vofes for us to hold including Senators Exon, Heflin, Kerrey and Lieberman. 

·The non-committee Republicans include moderates who are strong prospects -
.Senators Cohen and Hatfield. It also lists Senators Bond and Bennett who are 
taking an active and influential role in Dole's Republican Health Care Task Force. 
and are worth an outreach effort. 

We have also assigned administration prinCipals and legislative affairs staff 
to each of these Members and have offered them the opportunities for events here 
or in their district .. Ira Magaziner and Roger Altma·n have been meeting with these 
members one-on-one over·the last few weeks. Their assigned administration. 
principals are also to schedule face-to face meetings with them by the end of 
January. · 
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HOUSE COMMITTEE MEMBERS: . 

WAYS AND MEANS: 

Pickle (TX) 
Rangel (NY)* 
Ford (TN) 
Stark (CA)* 
Coyne (PA)* 
Andrews (TX) . 
McDermott (WA) 
Klezcka (WI) 
Payne (VA) 
Hogland (NE) 
Neal (MA) 
Brewster (OK) 

ENERGY AND COMMERCE: 

Sharp (IN) 
Tauzin (LA) 
Richardson (NM)* 
Slattery (KS) 
Boucher (VA) 
Cooper (TN) 
Rowland (GA) 

- Lehman (CA) 
PaUone (NJ) 
Schenk (CA) 
Margolies-Mezvinsky (PA) 
Lambert (AR) 

EDUCATION AND LABOR: 

MiUer (CA) 
Andrews (NJ) 
Roemer (IN) 
Green (TX) 
Klink (PA) 
English (AZ)* 
Strickland (OH)* 
Baesler (KY) 

Appendix 5 

PRIORITY TARGETS (12/14/93) 

Thomas (CA) 
Grandy (lA) 
Houghton (NY) 

Bilarakis (FL) 
McMiUan (NC) 
Upton (MI) 
Paxon (NY) 
Klug (WI) 
Greenwood (PA) 

Goodling (PA) 
Petri (WI) 
Roukema (NJ) 
Gunderson (WI) 
Molinari (NY) 
Miller (FL) 

* = Health Security Act Cosponsor 
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CONGRESSIONAL TIMETABLE 

As discussed earlier, the timetable for Congressional action will be ambitious and 
·. create a great challenge_ for the Leadership and the Congress as a whole. Appendix 6 

provides an outline of a feasible schedule of Congressional legislative actions. Since the 
most important element of these actions will take place at the Committee and Leadership 
level, this section focuses primarily on this aspect of the process. 

Since jurisdiction is divided among several committees in both. the House and the 
Senate, it will be necessary for different, and perhaps conflicting approaches to be . · 
stitched together before legislation is brought to the full House and Senate for a vote in 
the spring. This process will require several weeks after the bill is reported from the 
committees. The process will require leadership both from the Ad11Jinistration and from 
Congressional leaders, but the Committees must also be permitted enough room to work 
out issues independently, and to win a majority in each committee. The Administration 
must avoid attempting to micro-manage at each Committee, while at the same time· 
providing the technical support and prodding without which the process is likely to bog 
down. · · 

In the Senate, Majority Leader Mitchell has the authority and responsibility to 
schedule the timing and substance of what is brought to the floor before the full Senate. 
In so doing, he (working closely with the Administration, Chairman Moynihan and 
Chairman Kennedy, as well as -- hopefully -- Republican Leader Dole) must decide 
what provisions will go into a Leadership amendment to the bill (S. 1757) pending on the 
Senate calendar. 

As ofthis writing, it is unclear whether the Finance Committee and the Labor and 
Human Resources Committee will be able to work out an amicable agreement on a 
division of jurisdictional responsibilities. Regardless, the advantage we have going in is 

.. that the Majority Leader has very good working relationships with the two Committees and 
will not hesitate to push the Chairmen and the Committees, to the degree necessary, to 
report out their versions of the legislation in a timely manner. 

Should there be an unacceptable delay in reporting out the bill, the Majority Leader 
can always call up the bill directly off the Senate calendar, amend the bill himself and call 
it up for Senate consideration. (Obviously; this would not be the most preferable action 
because it would bypass the Committee process and signal a significant lack of 
consensus.) Under any scenario, when Senator Mitchell makes a unanimous consent 
motion to bring the bill up for floor consideration, it is extremely likely that some Member 
will object. As a result, a 60 vote cloture motion will be necessary for the Senate to take 
up the bill. 
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In the House, the process will be managed by the leadership through the Rules 
Committee, which will deter11_1ine what version goes to the floor, as well as the· 
content and order of amendments that will be permitted on the floor. In the event 
that any one Committee is unable to report out a full version of the health care plan, 

· the version going to the floor could reflect the high water mark rather than the least 
common denominator, with the burden then on the opposition to muster a majority 
to amend the package. 

It would be ideal for the Committees to track each other closely, but if they are 
. unwilling or· unable to coordinate, the Rules Committee can still fashion a single new 
bill representing a negotiated agreement, if the leadership is willing to use the powers 
of the Rules Committee. Since the leadership has firm control over the Rules 
Committee, provided we maintain a majority in the full House, a bill could not be held 
hostage even if a problem develops in one or another committee. In the event th.at 
a Committee is unable to muster a majority to report the bill to the floor, the Rules 
Committee could report out a rule that would discharge the Committee from further 
consideration and clear the bill for floor consideration nonetheless. 

Since a rule only requires a majority of votes, not unanimous· consent or a 
supermajority, even substantial opposition would not present an insurmountable 
obstacle to floor consideration. 

The process of reassembling a bill at the Rules Committee will involve many of 
' the most significant decisions and the Administration will want to play a substantial 

role in the negotiations. To preserve our ability to help shape the final product sent 
to the House floor, it would. be preferable to avoid making unnecessary commitments 

. dur!ng earlier committee consideration. It is inevitable that many issues will be 
revisited when the bills are stitched together again by the leadership at the Rules 
Committee. At the same time, the Administration will need to provide constant 
proddin·g to keep the process. moving along, and on many occasions, we will need to 
help committees develop alternatives to keep the process moving along. 

Once the bills pass both Houses, the conference will represent another test for 
the Congress and the Administration. It is our expectation that the conference will 
last through the summer and through most of September. And, as is typical with the 
Congress, only the prospect of the end of the session and the pressure from Members 
desiring to adjourn to attend to reelection efforts will produce the conference 
agreement. 

Our success in influencing the conference process will depend on the degree 
to which we were able to establish productive working relationships with the 
Committee Chairmen and the Leadership earlier in the legislative process. To the 
degree this occurs, the Chairmen will call on us to referee conflicting opinions and 
positions. It will also open the door for us to put pressure on the conferees to 
conclude the agreement prior to Congress going out of session. 
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Appendix 1 
Health Security Act - House Cosponsors 

1. Gephardt, Richard (D - MO) 
. -2. Bonior, 'David (D - MI) 

3. H;oyer, Sterry (D- MD) 
4. Fazio, Vic (D-CA) . 
5. Kennelly, Barbara (D- CT) 
6. Lewis, John (D- GA) 
7. Richardson, Bill (D- NH) 
8. Dingell, John (D - MI) 
9. Rostenkowski, Dan (D- IL) 
10. Ford, Bill (D- MI) 
11 . .Waxman, Henry (D-CA) 
12. Collins, Cardiss (D - IL) 
13. Stark, Pete (D-CA) 
14. Williams, Pat (D- MT) 
15. Clay, Bill (D- MO) 
16. Brooks, Jack (D- TX) 
17. Moakley, Joe (D- MA) 
18. Abercrombie, Neil (D- HI) 
19. Ackerman, Gary (D- NY) 
20. Andrews, Thomas (D - ME) 
21. Barett, Thomas (D - WI) 
22. Berman, Howard (D-CA) 
23. Bilbray, James (D- NV) 
24. Blackwell, Lucien (D - PA) 
25. Borski,Robert (D- PA) 
26. Bro~n, George (D - CA) 
27. Brown, Corrine (D- FL) 
28. Cardin, Benjamin (D- MD) 
29. Clyburn, James (D- SC) 

. 30. Coyne, William (D- PA) 
·. 31. de Lugo, Ron (D- VI) 

32. DeLauro, Rosa (D- CT) 
33. Deutsch, Peter (D- FL) 
34. Dicks, Norman (D - WA) 
35. Dixon, Julian (D- CA) 
36. Durbin, Richard (D- IL) 
37. Edwards, Don (D-CA) 
38. Engel, Eliot (D- NY) 
39. English, Karan (D- AZ) 
40. Eshoo, Anna (D-CA) 
41. Faleomavaega, Eni (D - AS) 
42. Filner, Bob (D- CA) 
43. Flake, Floyd (D- NY) 
44. Foglietta, Thomas (D- PA) 
45. Frank, Barney (D- MA) 
46. Gejdenson, Sam (D - CT) 
47. Gibbons, Sain (D- FL) 
48. Hastings, Alcee (D- FL) 
49. Hilliard, Earl (D- AL) 
50. Hinchey, Maurice (D- NY) 
51. Johnson, Eddie B. (D - TX) 

52. Johnston, Harry (D- FL) 
53. Kanjorski, Paul (D- PA) 
54. Kreidler, Mike (D- WA) 
55. LaFalce, John (D- NY) 
56. Lantos, Tom (D - CA) 
57. Levin; Sander (D- MI) 
58. Long, Jill (D-IN) 
59. Martinez, Matthew (D-CA) 
60: Matsui, Robert (D-CA) 
61. McKinney, Cynthia (D- GA) 
62. Meek, Carrie (D- FL) 
63. Minge, David (D - MN) 
·64. Mink, Patsy (D - HI) . 
65. Murphy, Austin (D- PA) 
66. Murtha, John (D- PA) 
67. Norton, Eleanor (D- DC) 
68. Oberstar, James (D - MN) 
69. Obey, David (D- WI) 
70. Owens, Major R. (D -NY) 
71. Pastor, Ed (D - AZ) 
72. Payne, Donald (D - NJ) · 
73. Rahall, Nick (D- WV) 
74. Rangel, Charles (D- NY) 
75. Reynolds, Mel (D- IL) 
76. Romero-Barcelo, Carlos (D- PR) 
77. Rush, Bob (D- IL) 
78. Sabo, Martin (D - MN) 
79. Sawyer, Thomas (D-OH) 
80. Scott, Robert (D - VA) 
81. Serrano, Jose (D -NY) 
82. Shepherd, Karen (D - UT) 
83. Skaggs, David (D- CO) 
84. Slaughter, Louise (D -NY) 
85. Smith, Neal (D- IA) 
86. Stokes, Louis (D - OH) 
87. Strickland, Ted (D-OH) 
88. Studds, Gerry (D- MA) 
89. Swift, AI (D - WA) 
90. Syriar, Mike (D - OK) 
91. Thornton, Ray (D - AR) 
92. Thurman, Karim (D- FL) 
93. Traficant, James (D- OH) 
94. Underwood, Robert (D - GU) 
95. Urisoeld, Jolene (D- WA) 
96. Vento, Bruce(D- MN) 

· 97. Watt, Melvin (D- NC) 
98. Wheat, Alan (D - MO) 
99. Wise, Robert (D - WV) 
100. Yates, Sidney (D- IL) 
101. Swett, Dick (D- NH) 
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Health Security Act- Senate Cosponsors 

Daniel Akaka.(HI) 
Max Baucus (MT) 
Barbara Boxer (CA) 
Dale Bumpers (AR) 
Ben Nighthorse Campbell (CO)· 
Kent Conrad (ND) 
Tom Daschle (SD) 
Christopher Dodd (CT) 
Diane Feinstein (CA) 
John Glenn (OH) 
Bob Graham (FL) 
Toin Harkin (lA) 

. Daneiel Inouye (HI) 
Jim Jeffords (VT) 
Edward Kennedy (MA) 
Patrick Leahy (VT) 
Carl Levin (MI) 
Harlan Mathews (TN) 
Howard Metzenbaum (OH) 
Barbara Mikulski (MD) 
Carol Moseley-Braun (IL) 
Daniel Patrick Moynihan (NY) 
Patty Murray (WA) 
Claiborne Pell (RI) 
David Pryor (AR) 
Harry Reid (NV) 
Donald Riegle (MI) 
Jay Rockefeller (WV) 
Paul Simon (IL) 
Harris Wofford (PA) 

Total: 31 
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Appendix 2 

COMMITTEE REFERRALS OF THE HEALTH SECURITY ACT 

House: 

Energy and Commerce 
Ways and Means 
Education and Labor 
Armed Services 

.· Veterans' Affairs 
Post Office and Civil Service 

· Natural Resources 
Judiciary 
Rules 
Government. Operations 

Senate:* 

Finance 
Labor and Human Resources 
Armed Services 
Veterans' Affairs 
Government Affairs 
Indian Affairs 
Judiciary 

* [Because of the jurisdictional dispute all of the health reform bills introduced in the Senate have 
been referred directly to the Calendar rather than to the Committees. However all these 
committees can be expected to report out intiatives within their jurisdiction.] · 
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Appendix 3 

HOUSE COMMITTEES OF PRIMARY JURISDICITION 

Energy and Commerce Committee 

Democrats (27): 

. John Dingell, Ml (Chair)* 
Henry Waxman, CA * 
Philp Sharp, IN 
Edward Markey, MA 
AI Swift, WA * 
Card iss Collins, IL * 
Mike Synar, OK* 
W.J. Tauzin, LA 
Ron Wyden, OR 
Ralph Hall, TX 
Bill Richardson, NM * 
Jim Slattery, KS 
John Bryant, TX · 
Rick Boucher, VA 
Jim Cooper, TN 
J. Roy Rowland, GA 
Thomas Manton, NY 
Edolphus Towns, NY 
Gerry Studds, MA * 
Richard Lehman, CA 
Frank Pallone Jr., NJ 
Craig Washington, TX 
Lynn Schenk, CA 
Sherrod Brown, OH 
Mike Kriedler, WA * 
Marjorie Margolies-Mezvinsky, PA 
Blanche Lambert, AR 

* = Health Security Act cosponsor 

Republicans (14l: 

Carlos Moorhead, CA 
Thomas Bliley, VA 
Jack Fields, TX 
Michael Oxley, OH 
Michael Bilarakis. FL 
Dan Schaefer, CO 
Joe Barton, TX 
J. Alex McMillan, NC 
Dennis Hastert, OH 
Fred Upton, Ml 
Cliff Stearns, FL 
Bill Paxon, NY 
Paul Gillmor, OH 
Scott Klug, WI 
Gary Franks, CT 
James Greenwood, PA 
Mike Crapo, ID 
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Ways and Means Committee 

Democrats (24): 

Dan Rpstenkowski, IL (Chair)* 
Sam Gibbons, FL * 
J.J. Pickle, TX . 
Charles Rangel, NY* 
Fortney "Pete" Stark, CA * 
AndreW Jacobs, IN 
Harold Ford, TN 
Robert Matsui, CA * 
Barbara Kennelly, CT* 
William Coyne, PA * 
Michael Andrews, TX 
Sander Levin, Ml * 
Benjamin Cardin, MD* 
Jim McDermott, WA 
Gerald Kelczka, WI 
John Lewis, GA * 

. Lewis Payne Jr~, VA 
Richard Neal, MA 
Peter Hoagland, NE 
Michel McNulty, NY 
Mike Kopetski, OR · 
William Jefferson, LA 
Bill Brewster, OK 
Mel Reynolds, IL * 

* = Health Security Act cosponsor 

Republicans ( 14): 

. Bill Archer, TX 
Philip Crane, IL 
William Thomas, CA 
E. Clay Shaw, FL 
Don Sundquist, TN 
Nancy Johnson, CT 
Jim Bunning, KY 

·Fred Grandy, lA 
Amo Houghton, NY 
Wally Herger, CA 
Jim McCrery, LA 
Mel Hancock, MO 
Rick Santorum, PA 
David Camp, Ml 
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Education and labor Committee 

Democrats (27): 

William Ford, ·Mi (Chair)* · 
William Clay, MO* 
George Miller, CA 
AuStin Murphy, PA * 
Dale.Kildee, Ml 
Pat Williams, MT* 

. Matthew Martinez, CA * 
Major Owens, NY* 

· Thomas Sawyer, OH * 
Jolene Unsoeld, WA * 
Patsy Mink, HI* 
Robert Andrews, NJ 

. John Reed, Rl 
Timothy Roemer, IN 
Eliot Engel, NY* 
Xavier Becerra, CA 
Robert Scott, VA* 
Gene Green, TX 
Lynn Woolsey, CA 
Carlos Romero-Barcelo, PR * 
Ron Klink, PA 
Karan English, AZ* 
Ted Strickland, OH* 
Ron deluge, VI* 
Eni Faleomavaega, AS* 
Scotty Baesler, KY 

* = Health Security-Act cosponsor 

Republicans {15): 

William Goodling, PA · 
Thomas Petri, WI 
Marge Roukema, NJ ·· 
Steve Gunderson, WI 
Richard Armey, TX 
Harris Fawell, IL 
Cass Ballenger, NC 
Susan Molinari, NY 
Bill Barrett, NE 
John Boehner, OH 
Duke Cunningham, CA 
Peter Hoekstra~ Ml 
Buck McKeon, CA 
Dan Miller, FL 
{vacancy) 
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SENATE COMMITTEES OF PRIMARY JURISDICTION 

Finance Committee 

Democrats (11 ): 

Daniel Patrick Moynihan, NY (Chair)* · 
Max Baucus, MT* 
David Boren; OK 
Bill Bradley, NJ 
George Mitchell, ME* 
David Pryor, AR * . , . 
Jay Rockefeller, WV* 
Thomas Daschle, SD * 
John Breaux, LA 
·Kent Conrad, ND* 

Republicans· (9): 

Bob Packwood, OR 
Robert Dole, KS 
William Roth, DE 
John Danforth, MO 
John Chafee, Rl 
Dave Durenberger, MN 
Charles Grassley, lA 
Orrin Hatch, UT 
Malcolm Wallop, WY 

Labor and Human Resources Committee 

Democrats ( 1 Q): 

Edward Kennedy, MA (Chair)* 
Claiborne Pell, Rl * 
Howard Metzenbaum, OH * 
Christopher Dodd, CT* 
Paul Simon, IL * 
Tom Harkin, lA * 
Barbara Mikulski, MD* 
Jeff Bingaman, NM 
Paul Wellstone, MN 
Harris Wofford, PA * 

* = Health Security Act cosponsor 

Republicans (7): 

· Nancy Kassebaum~ KS 
James Jeffords, VT* 
Dan Coats, IN 
Judd Gr~gg, NH 
Strom Thurmond, SC 
Orrin Hatch, UT 
Dave Durenberger, MN 
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Appendix 4 

PROFiLES OF KEY SWING COMMITTEE MEMBERS . 

HOUSE COMMITTEES 

Energy and Commerce Committee 

DEMOCRATS: 

CONGRESSMAN RICK BOUCHER (D-VA): Congressman Boucher is a lawyer and 
former McGovern advance man with one of the most liberal voting records in the 
Virginia delegation. He is unyielding in his opposition to the tobacco excise tax. On 
the Energy and Commerce Committee, Boucher played an important role as a 
member of the "group of nine" in the 1 OOth Congress - a caucus of moderate-to
conservative Democrats who tried to end a Clean Air stalemate between pro-industry 
and environmental factions. Boucher also selVes on the Judiciary Committee and is a · 
niember of the Rural Health Care Coalition and the Mainstream Forum. 

On health care matters, Boucher will be concerned about black lung disease as well 
as tobacco. He has voted pro-choice. -

CONGRESSMAN JIM COOPER (D-TN): Congressman Cooper is using the press he 
is gaining on health care as a spring board to his run for the Senate. In last week's 
profile. TIME magazine described Cooper's reaction to attacks on his plan by the 
White House: "he's relishing every minute of it." Cooper considers the employer 
mandate the most controversial element of the plan - "a clumsy and expensive way of 
achieving universal coverage." He contends that by knocking down the barriers that 
block poor and sick people from obtaining health insurance, his plan would come close 
to universal coverage leaving a~ "few" as six million uninsured. His pursuit of his own 
plan and stated search for common ground is consistent with his history as a Member 
·who has been instrumental in forging compromises on the Energy and Commerce 
Committee. 

Recent Developments: December 2 USA Today: Regarding Ira's speech to the . 
Chamber of Commerce and offer of compromise, "It's a continuation of their past 
policy of wanting to discuss options with eve·ryone. You'll see continued discussion 
among the White House, Chafee, and Cooper." 

. \_c, 
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In the December 3 Wall Street Journal article about Cooper he said: "All our bills are 
first cousins ... This really is a battle between the Old Democrat and the New 
Democrat - whether you believe the philosophy of entitlement or the philosophy of 
empowerment ... I do like to fight for what I believe in. I'm not ashamed to eat crow." 

In a December 14 New York Times squib about universal coverage, Cooper 
complains: "There are 20 other dividing lines they could have chosen." 

CONGRESSMAN RALPH HALL (0-IX): Congressman Hall's voting record reflects 
the rural area he represents. Fiscally conservative, he often votes with the_ 
Republicans, as he has done this year iri voting against the Administration on all three · 
economic policy votes. He sits on the Health Subcommittee and has been targeted by 
the health Insurance industry. 

Hall is a member of the Rural Health Care Coalition and is opposed to employer 
mandates and cost controls on providers. He is also anti-choice~ Hall is sympathetic 
to physician concerns and supports improvements in organ transplantation. He is 
close to Chairman Dingell. While it is highly unlikely that Hall will vote for the final · 
package, he might be persuaded to vote for it in committee to get it to the floor. 

CONGRESSMAN JIM SLATTERY (O-KS): Congressman Slattery is a moderate to 
conservative Democrat who has been willing to- buck the leadership in order to reduce 
the budget deficit. As a candidate for governor in 1994 and member of both Energy 
and Commerce and the Veterans' Committee, Slattery~s interest in health care 
combines both his present federal and hoped for future state role. He is also a 
member of the Rural Health Care Coalition and the Mainstream Forum. In the 1 OOth 
Congress, he was part of the committee's "group of nine" on the Clean Air Act. 
Slattery often works together with Representative Glickman -and Long and moderate 
conservatives look to him for leadership. 

Health care is one issue on which Slattery has indicated a willingness to spend more 
. federal dollars. He has sponsored or cosponsored bills to expand Medicaid coverage · 
to poor children, to improve rural access to health care, and to improve the availability 
and affo-rdability of health insurance for small businesses. In the current health care 
reform debate, Congressman Slattery is concerned about states and state flexibility, 
especially with respect to cost containment. He believes the mandate for small 
business is excessive. He is also very concerned about .a payroll tax. Slattery has 
suggested limiting the deduction for tobacco advertising. While he wants to support 
the Administration on health care reform, he is strongly anti-choice and might oppose 
the final package if reproductive rights are included. · 
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Slattery told the AP following the President's speech: "I want to give the President a 
lot of credit for tackling what I consider the most complex domestic problem we have 
faced in 50 years." He was. specifically interested in funding. He told the Kansas 
Eagle: "It's going to need more changes , ... to make it fit Kansas." 

Recent Developments: The Washington Times reported on October 16 that Reps. 
Slattery and Cooper were working on a plan that would allow women to purchase 
supplemental insurance for abortion services at a minimal price~ 

Slattery told Newsday on October 31 : "It's vital the government be candid :with the 
American public about how far the Clinton plan can go ... .we are not going to solve 
this problem ... because we're all going to die." 

CONGRESSMAN BOY BOWLAND. (D-GA): Congressman Rowland is a key player 
on health care reform not only because he is a .physician and respected southern 
Democrat, but because he will be a point person for veterans, rural areas, and small 
business. Chairman Dingell and Rep. Waxtnan rely on Rowland's credibility and as a 
go-between for committee moderates and liberals. Rowland is· also close to Rep. 
John Lewis. · 

Rowland is concerned about financing the plan and is opposed to mandates. After the 
President's speech he told The Atlanta Constitution, "(The President) talked about a lot 
of things that I agree with. But I'm uneasy about creating another large federal 
program when we don't have a way to pay for it and it could be worse than what we. 
have now." He is a strong supporter of preventive health care for children and high
risk mothers. In past legislation, he has authored "anti-hassle" bill to reduce Medicare 
red tape. 

Recent Developments: · Rowland told the AP on November 18 that Congress should 
not take the package apart. "I believe this issue should be tackled in whole." The 
next day; after introduction of his Community Health Improvement Act, he signalled a 
possibly different approach when he told the Atlanta Constitution: "I think part of the 
health care system .needs fixing and part of it is working pretty good." 

CONGRESSMAN W.J. "BILLY" TAUZIN (D-LA): Congressman Tauzin is a Cooper-. 
_Grandy cosponsor. He is known as a coalition builder on the Energy and Commerce 
Committee, most notably forging a compromise that facilitated the passage of the 
Clean Air Act. On issues not related to gas and oil, he is often a key swing vote, 
reluctant to take sides early on and eager to negotiate. He has been targeted by the 
health insurance industry. 
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On health care issues, the Congressman is very concerned about the cost of 
prescription drugs for Medicare and Social Security beneficiaries. · He notes that 
estimates indicate 30-35% of Louisianans are uninsured, and is concerned about 
rationing. Tauzin is protective of small business employees, and will likely oppose an 

· ~mployer mandate. .He favors tort reform but is opposed to coverage of abortion in 
, the plan. · · 

Recent Developments: Speaking about the Cooper-Grandy bill, he told the New _ 
Orleans Times-Picayune on October 7: I think it's pretty fundamental that you keep it 
as close to the private sector as possible. If you go the route of the Clinton · 
Administration, you're talking bigger government and more bureaucracy, which ought 
to be the last thing on our minds." 

REPUBLICANS: 
. . . ' 

CONGRESSMAN JIM GREENWOOD (R-PA): A former social worker who dealt with 
children, Freshman· Congressman Greenwood campaigned for creating a health care 
system. He is concerned about rural coverage and small business subsidies and 
about the employer mandates. 

Recent Developments: In a November meeting with Jack Lew, Greenwood 
questioned the way the premium cap would work in the firstthree years, believing it 

· looked to him like a total of 15%. He feels there are unrealistically tight constraints in 
the first three years. He wants to continue to discuss the issue with the administration 
during the break. 

CONGRESSMAN J. DENNIS HASTERT (R-IL): Congressman Hastert was selected 
. by House Minority Leader Michel to be his point person on health care reform. A

fellow Illinoisan, Hastert's appointment was a _surprise, considering that he is only in . 
his fourth term in the House and his second term on the Energy and Commerce 
Committee. Congressman Hastert is generally not known t9 be a mover and shaker 
in the House or in health care reform. However, he does seem to ·reflect the "Michel 
style" of House Republican. While Hastert is a staunch conservative, he is willing t() 
offer proposals and be a part of the process. On health care, however, he seems to 
be taking a fairly hardline approach. · 

Congressman Hastert has sponsored his own "Health Care Choice and Access 
Improvement Act" (HR 150), which would reform the small group insurance market, 
increase the tax deductibility for the self-employed, and allow employers to establish 
tax-free Medi-Save accounts. · 
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Congressman Hastert was pleased with and appreciative of the early briefings by Ira 
and other members of the working groups to Republican members. He has spoken 
about the n~ed to hold costs down and to open up access. He has indicated a desire 
to be helpful. 

Recent Developments: Hastert told Reuters on October 4 that the Clinton plan 
establishes a huge new government agency with mo·re than 50,000 bureaucrats at the 
federal level alone. "Goverment will define your. benefits, decide what new medicines 
and new technologies you can have, and will attempt to control the prices you pay. 
Another government-run agency like the IRS is ·not what Americans want." He said 
Republicans " cannot sign onto a plan we know is flawed just _for the sake of 
appearing bipartisan. I hope the White House will not choose the path of 
confrontation;" 

. . . 

On October 21 he cosigned the letter to the President regarding SBA involvement in 
health care reform. · 

CONGRESSMAN SCOTT KLUG (R-WI): Congressman Klug is a Cooper-Grandy 
cosponsor and a new member of the Energy and Commerce Committee. He is also 
part of the Tuesday Group, and previously served on the Select Committee on 
Children and Education and Labor. In comments to AP after the President's speech · 
Klug had two concerns: small business and the National Health Board. He is ·a rural 
health advocate and has called for early intervention programs for at-risk children. 

Recent Developments: Rep. Klug cosigned the letter regarding SBA involvement in 
health care reform. 

CONGRESSMAN FRED UPTON (R-MI): Serving his fourth term in the House, 
Congressman Upton is a protege offormer Budget-Director Stockman. Upton is a 
member of the Energy and Commerce Committee and the Wednesday Group. He is 
known to listen closely to local groups. 

Upton is concerned about rural coverage, malpractice, and financing of the 
administration plan. Upton supports abortion to save the life of the mother and in 
cases of rape or incest. · , -:-

. Recent Developments: On November 5 Upton told the Washington Post that he was 
worried that "if the auto companies were forced to lay off people, our money (in 
Michigan) could easily run out with a quarter (of the year) left, thus stranding families 
that needed care." He said that possibility, as raised in health insurance ads, seemed 
all too real to him. 
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Ways and Means Committee 

DEMOCRATS: 

CONGRESSMAN MICHAEL ANDREWS (D-IX): Congressman Andrews is 
considering making a statement in support of universal coverage. He sees himself as 
.providing balance on the Committee as Stark moves closer to single player. He is 
close to Chairman Rostenkowski, as well as Secretary Bentsen and Rep: Stenholm. 
Andrews is viewed a bellwether for his delegation, He recently announced his 
intention to run for the Senate in 1994. 

Andrews is a new member of the Health Subcommittee and a supporter of managed 
competition. He supports a tax cap on benefits and the use of the tobacco tax to fund 
healt,h care reform. He is nervous about the potential power of the alliances and cost 
controls and the impact they might have on managed competition. He is also worried 

. about too much government intrusion. Andrews's other concerns include children, 
immunization, low-income women, and rural areas. Congressman Andrews district is 
known as the· health capitol of the world. He is close to the Texas AMA. 

Andrews' vote is a long-shot but women's groups could help as he is indebted to 
them for their help in his last election. 

Recent Developments: At a November meeting with Jack Lew and Ira, he stated he 
wanted the DLC and the Chafee discussion group to make statements supporting 
universal coverage. He was puzzled by the attacks on Cooper because he believes 
we have to work on those in the. middle-of-the-road. He wants to help us understand 
their concerns. Andrews believes tort reform is as important to the Republicans as the 
alliance strcuture. 

CONGRESSMAN BILL·BREWSTER(D-OK): Congressman Brewster is a 
conservative and a member of both the Mainstream . Forum and the Conser-Vative 
Democratic Forum. He is close to Reps. Montgomery, Peterson, and Stenholm. 

A licensed pharmacist, he is one of five health professionals in the Congress. 
Congressman Brewster is concerned about the ongoing funding for health reform. He 
believes the revenue base must be strong and permanent, and he wonders whether 
sin taxes will be sufficient. He will be a strong supporter of rural health reform and· · 
primary care. In addition, he urges that the President's plan endorse utilization review. 
Brewster likes global budgets. Although he supports universal coverage and reducing 
the costs to many small businesses, problem areas for him will be health alliances if 
they are not always available and if they reduce residents options because of costs. 
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Recent Developments: After the President's speech, Brewster said: "If this bill is 
done incorrectly, this country will suffer. It has to be a balanced approach. As the old 
saying goes, the devil is in the details." 

CONGRESSMAN LEWIS PAYNE (O-VA): Congressman Payne represents Southern 
Virginia where his constituents include several thousand tobacco farmers. He is very 
conservative and is· a member of the Conservative Democratic Forum, the Rural 
Health Care Coalition, and the Mainstream Forum. 

He is a consistent supporter of abortion rights and civil rights but voted against a . 
minimum wage increase and the Family arid Medical Leave Act. If he supports the 
President, he will do so on his own and not due to pressure from the Chairman or the 

. Leadership. · 

REPUBLICANS: 

CONGRESSMAN FRED GRANDY (R-IA): Congressman Grandy, who is challenging 
his party's governor in 1994, has been considered one of the ablest of the younger 
generation of House Republicans. He is, of course, pushing his own plan and 

. believes the philosophical debate will be between Democrats emphasizing .security 
and Republicans emphasizing choice. He states his goals as universal access and 
cost containment. Grandy left the Education and Labor Committee to serve on Ways 
and Means. He calls himself a "knee-jerk moderate." Although Grandy voted against 

.. Family and Medical Leave, he remains a White House target on h'ealth care. 

Grandy is a member of the Health Subcommittee. He is regularly allied with business 
and against labor interests. He has expressed concern about the need for increased 
funding for immunizations. He believes toQ much money is spent in the last months of 
life and is concerned about coverage for self-employed individuals. He is an abortion 
opponent. 

Recent Developments: On November 5 Grandy said: "I've got to believe that if 
Leon Panetta were still chairman of the Budget ·committee, he'd call time out at this 
point. We've passed the point of believing the numbers. It's the assumptions we're 
contending with now. I don't have any problem with Americans paying more for health 
care. It's not a question of 40% or 30% or 35%, it's this tendency (by the White 
House) to over-promise and ultimately under-deliver." 

In the November 22 New Republic he said: "The more they beat up on Cooper, the 
more they help him." 
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· CONGRESSMAN AMO HOUGHTON (A-NY): Congressman Houghton is a ·new 
member of the Ways and Means Committee and a Cooper-Grandy co-sponsor. He 
is one of the few House members to vote against repeal of catastrophic. His core 
issues are the burden on business, rural coverage, primary care, and what happens to 
those who cross state lines for medical care. 

Recent Developments: Houghton is meeting regularly with Ira to discuss the 
substance,_of the bill. 

CONGRESSWOMAN NANCY JOHNSON (B-CD - Congresswoman Nancy Johnson 
is a moderate Republican who can also be angrily partisan. While she wants to be a 
player in health care and is a Cooper-Grandy cosponsor, she is a high maintenance 
member and time spent with her will not guarantee her help: Johnson is attending the 
bipartisan meetings attempting to map out a 11Centrist" health plan. The Congressional 
Quarterly has called her 11the most change oriented of the Republicans~~ because of 
her having introduced 110ne of the first major,bills to overhaul the insurance system 
and encourage streamlining of government and of paperwork.~~ 

.Johnson's husband is an oncologist, and she has said repeatedly that doctors are ·not 
· the cause of the country's health care ills. She questions the costs and bureaucracy 

of the Health Security Act. She is particularly worried that the plan could be painful to 
Connecticut's economy. Health care restructuring there has already led to mergers, 
cutbacks, and job losses. In 1990 Connecticut ranked eighth in the nation in the 
percentage of its workers employed in health. services. 

With her seat on the Health Subcommittee, she has focused on Medicare, health, and 
child care. Johnson is a strong supporter of outcomes research. She does not see 

· insurance reform as the· key to cost control and believes that cost controls in the 
private sector are more advanced 'than in the government. She also has expressed 
worry that alliances would be too big. Johnson has stated that she is very 
discouraged about abortion coverage and that 11the problem is not the Republicans' 
fault. The Democrats are very divided on the issue.~~ 

Recent Developments: Johnson cosigned the letter on the Access Initiative. On · 
October 27 she .talked .about the employer mandate: · 11Not only is this a new burden at 
this time for our economy but it's an open...:.ended burden which has ramifications for 
small employers in Connecticut.~~ 
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Education and Labor Committee 

DEMOCRATS: 

CONGRESSMAN .ROBERT E. ANDREWS (D-NJ): Congressman Andrews believes 
that for the first time in considering health care reform we can get beyond the special 
interest groups. While portrayed as adamantly opposed to new taxes, his staff told 
Secretary Reich in November that Andrews could support the Health Security Act 
provided that someone explained the final budget numbers to him. Andrews will be 
influenced by Chairman Ford, organized labor and possibly Governor Florio's defeat. 

. . . - . 

Andrews's district includes. both Prudential and pharmaceutical companies and he is 
likely to be sensitive to their concerns. 
At a May. meeting with Chris Jennings, Andrews advocated orienting the message 

. toward those with health insurance. He thinks the· cost issue is driving the debate. 
His main point is that the message be simple. He believes it will be difficult to sell but 
he wants to be helpful. 

CONGRESSMAN GENE GREEN (D-IX): Congressman Green is a freshman and a 
member of the Mainstream Forum. A lawyer, he represents largely working class 
neighborhoods of Houston. He serves on both Education and Labor and Merchant 
Marine and Fisheries. 

He has changed his opinion on abortion and is now pro-choice. He is concerned 
about preventive medicine and pediatrics. 

I 

Recent Developments: Green cosigned the .letter to the President regarding -
Medicare and medicaid cuts. 

REPUBLICANS: 

CONGRESSMAN STEVE GUNDERSON (R-WI): Congressman Gunderson is a 
Cooper-Grandy co-sponsor who serves on the House Republican Task Force on 

· Health and is a member of the Wednesday Group. After the President's speech. 
Gunderson questioned some aspects of the plan but said: 11there's no doubt in my 
mind that this is the beginning of a bipartisan process toward enactment of a 
comprehensive solution.~~ Gunderson also noted that the plan contains provision of a 
rural health reform bill he introduced in January, such as 100 % deductibility of the 
cost of health insurance premiums fo~ the self-employed. 
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On health care issues, Gunderson is worried that managed competition could fail rural 
·areas because of the lack of sufficient medical resources. He questions the 
bureaucracy in the Health Security Act and the plan's impact on small business. He is 
also concerned about emergency services with waivers and outpatient clinics. 

Recent Developments: Rep. Gunderson cosigned the letter regarding Medicare and 
Medicaid cuts. Abo Lit possible cosponsorship, he told the Congressional Quarterly. in 
November: "Even if you are a Democrat who wants to help the administratiOn, why 
sponsor a bill with· an employer mandate when the Senate might strip it out? I told her. 
(the First lady) that the problem with a Republican signing on is that it would mean 
taking myself out of the legislative negotiations .. 'You don't want me to cosponsor it 
now, you want me at the end."' · 

\. 
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SENATE COMMITTEES 

Finance. Committee 

DEMOCRATS: 

SENATOR DAVID BOREN (D-OK) ~ Senator Boren's initial reactions on health care 
have been cautious - applauding the effort and worried about financing. Like virtually 
every member of the Finance Committee, Senator Boren considers himself to be a 
strong supporter of rural health and small business issues. Boren also supports state 
flexibility within the context of any health reform proposal. He is worried about the 
employer mandate. Boren has been a member of the bipartisan group seeking to 
map out a single "centrist'' health plan. The health insurance industry has targeted 
Senator Boren. 

Recent Developments: In an October 1 op ed piece in the New York Times co
authored by Senator Danforth, Boren wrote: "Clinton cannot succeed as a centrist if 
the Administration continues to follow a 'democrat only' strategy ... Health care may be 
Mr. Clinton's greatest opportunity for bipartisanship. There is much on which 
Republicans and Democrats agree, ie: Americans deserve health care security; costs 
cannot grow at three times the rate of inflation; universal coverage. And we agree on 
some solutions: insurance market reform; managed competition and purchasing 
cooperatives." 

SENATOR JOHN BREAUX (D-LA).- Senator Breaux was not ,overly active in health 
ca~e issues until joining Senator Boren. to sponsor the Senate companion bill to the 
Cooper/Conservative Democratic Forum's managed competition initiative. Being a 
sponsor of a bill tha~ is now being characterized by many· in the media as being in the 
"center" of the debate is very appealing to his desires of being a major "player" in the 
health care debate. He wants to be one of the primary dealmakers in this deb~J.te and 
he strongly believes he can deliver a number of votes beyond himself. 

While being a cosponsor of the Senate version of the Cooper bill, Senator Breaux is 
not completely comfortable with every aspect of it.· For example, he remains 
concerned about its ability to adequately respond to rural health needs. 

Recent Developments: In a mid-November meeting with Ira, Steve Ricchetti, and 
Chris Jennings, Breaux offered to help work with moderate-conservative Democrats. 
He stated (though later in the day retracted) his desire to get the CDF Democrats to 
sign off on the concept that universal coverage had to be guaranteed in whatever 
legislation was enacted by the Congress. (All along it has been clear that his major 
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stumbling block would NOT be this issue or the issue of mandates; rather, his major 
concern is and will be cost containment and premium caps. as well as size and 
structure of alliances). 

During the meeting. Breaux complained that the White House is "out there savaging 
the Cooper plan all over the country, and the attack is hurting me too." Breaux has ~ 
repeatedly called the Health Security Act a "gurnbo" and criticized it for its reliance on 
government regulation to control· costs. 

On December 4 he told the Washington Post: 'The question we must now work on, 
and we are working on, is how and when do we get there (universal coverage). He 
stated his belief that a phased-in schedule for universal coverage could be aworkable 
compromise. 

REPUBLICANS: 

SENATOR JOHN CHAEEE (R-BI)·-:- Senator Chafee has been both temperate in his 
criticism and firm in his desire to move forward on health care refo(m in this Congress. 
Chafee comes to this debate with residual feelings that if not for Presidential and 
partisan politics in the last Congress. there was enough consensus between his and 
many Democrats' bills to move forward on health reform. He is working with 
conservative Democrats to shape a compromise. 

Recent Developments: Chafee told the New York Times on November 13 that while 
. he would try to get everyone covered by requiring individuals to buy insurance, that 
approach has the problem of the specter of the IRS. He said that to enforce the. 

· mandate on individuals "you will have to show on your tax return that you have health 
insurance." · · · 

In the November 16 Washington Times· he said of the possibility of a national cap on . 
health spending. it is "less of an anathema to me ... maybe if nothing else works that's 
the way you've got to go." 

. SENATOR JOHN DANFORTH (R-MO) - It is not yet clear how Senator Danforth's 
decision to retire will affect his ultimate decision of health care reform. He has. 
however. been consistent in seeking a bipartisan approach and telling the New York 
Times: "There are points of disagreement. but it's easy to overemphasize them." He 
is part of the bipartisan group trying to shape a "centrist" plan. Despite admonitions 
from his staff and other Republicans. Danforth is an advocate of imposing strong _ 
federal/state caps on health spending. He- also believes that to do so would require 
explicit rationing. · 
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The Senator has been vocal in opposing the possibility of new taxes for health care 
reform. He believes that universal coverage is important, but that it should be phased 
in. He believes the tax cap should apply to bo_th employees and employers. 

Recent Developments: Also to the New York Times on October 31 : "It is · 
bureaucratic. There are these massive health alliances." 
In the November 5 Washington Post he suggested that the costs of the plan would be 
shaved by making the· benefits less generous. · 

At Monday's conference Danforth stated: "Entitlements cannot be controlled by health 
.care reform alone." 

SENATOR BOB DOLE (R-KS) - . The Minority Leader has continued to publicly 
balance criticism of the plan with a commitment to bipartisanship.· While it is hard to 
dispute his September 24 statement to USA Today that health care would be "a long, 

-long tortuous road," there appears to be building pressure on him to remain 
· cooperative. Dole is very effective with.tWo of our key Republicans -Senators 

Chafee and Kassebaum. His criticisms have focused· specifically on the financing of 
the plan. 

Senator Dole has a strong interest in rural health and is currently Co-Chair of the 
Senate Rural Health Caucus. Legislatively, he has supported initiatives to protect the 
viability of small rural hospitals as well as to expand civil rights protection and services 
for the handicapped. His individual concerns include veterans, mental health 
coverage, and the self-employed. ·· 

Recent Developments: To the AP on December 4: "We have different ideas on how 
to make it work. We don't like price controls, we don't like mandates on small 
business people, we don't like these mandatory health alliances ... If I had to guess ... 
I would say that about in April of next year, there will be a new plan. it will be sort of 
a consensus plan: some ofthis plan, some of that plan ... some of the Clinton plan·. 
And if that happens, we'll have braod, bipartisan support." On December 13, his Chief 
of Staff, Shiela Burke, met with Ira, Steve, Chris, Melanne, and Greg. She was very 
constructive, mar~ positive than usual, and suggested that we continue. our outreach . 
work with the Committees. 

A Robert Novak column on December 13 lamenting the GOP passiviity on health care 
said: "Dole is seen by his colleagues as moving inexorably toward cosponsorship with 
Senate Majorty Leader George Mitchell on a final compromise." 
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SENATOR DAVE DURENBERGER (R-MN)- Senator Durenberger has been viewed 
as a possible ally on both Finance and Labor, especially given his close relationship 
with Senator Rockefeller. However, Durenberger's cosponsorship of the Cooper
Breaux bill and recent comments to Chris Jennings reflect his moving away from, 
rather than closer to, the Administration. This is especially noteworthy because his . 
public comments have indicated a willingness to seek consensus. 

He has raised questions about the employer mandate and cost containment and is 
nervous about price controls. 

Recent Developments: On the turf battle between the two. committees, Duren berger 
told the Washington Post: "I'm a non-loser. I want to see both of them in there" 
working together. 
He told the wan Street Journal·on November 23: "We're-for universal coverage, but 
not until you can satisfy the American people that it can be paid for." 

The Minneapolis Star Tribune reported in mid:...November that Durenberger had been 
stunned when a citizens' jury preferred a single payer plan and rejected both his and 
Administration representatives. Durenberger's chief..,.of-staff said: ;'That experience 
told us we've got to be able to explain in good, simple, clear language what managed 
competition is about, because people do not want a complicated system." 

SENATOR BOB PACKWOOD (R-OB) - The situation with Senator Packwood is, at . 
the very least, awkward. In addition to the s~rious ethics charges now being 
investigated, he has never been comfortable with the Republican leadership. During 
his re-election campaign, Packwood singled out health care as an i$SUe on which he 
was closer to then-Governor Clinton than his Democratic opponent. Packwood is a 
strong pro-choice advocate. He is rare among Republicans, and .even some 
Democrats, in that he supports an employer mandate. · Packwood is concerned about 
the limits that the Administration says'ifwould impose on small business subsidies and 
for low-income individuals to pay for their health coverage. 

Recent Developments: On December 6 Packwood told that New York Times that he 
blocked part of the bill from going to Labor and acknowledged that whatever emerges 
next year will not be one committee's product but a "collective bill." . 
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Labor and Human Resources Committee 

DEMOCRATS: 

SENATOR JEFF BINGAMAN (0-NM) - Senator Bingaman supports the managed 
. competition model's focus on market adjustment of health care costs but has also 
supported an ·eventual cap on health. care spending. He refused to endorse the plan 
following the President's speech, saying he wanted to scrutinize it for its effect on New 
Mexico, particularly rural areas and small business. He would like to see additional 
individual responsibility build into the system and asked in September: "Why does it 
not make sense to maintain some kind of additonal cost for individual s who choose to 
smoke or for employers with workforces that choose to smoke?" 

He is a strong advocate:, of prevention :and eliminating waste. He will be concerned 
about the effects of the package on small businesses. At.Jamestown he felt that a 
payroll contribu~ion of 7 - 8 % was too high. Reportedly, Senator Bingaman was 
unhappy over our language change from "HIPC" to "Alliance." He feels "cooperatives" 
are rural friendly. In his view, we should lead with cost containment. 

REPUBLICANS: 

SENATOR NANCY KASSEBAUM (B-KS) - Senator Kassebaum has pushed her 
Basicare approach as the only bipartisan proposal but has stressed her willingness to 
work with the Administration on health care reform. While telling the AP she found the 
President's plan "bold and thoughtful," Kassebaum also said she had "serious 
reservations" about it, including creating regulatory bodies which manage nearly 
everything in the health care system. She was concerned about the cost of the plan 

· and the "potentially damaging" effect on employers, particularly small businesses. 

Her elderly mother lives, at home, so Kassebaum has a particular interest in long...:. term 
care. 

Recent Developments: On October 28 she told the Detroit News: "It's like a souffle. 
Both the costs and the benefits keep rising, and there'sa danger it will become so top 
heavy it falls· of its own weight." · 
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HOUSE COMMITTEE MEMBERS: 

WAYS AND MEANS: 

Pickle-(TX) 
Rangel (NY)* 

. Ford (TN) 
Stark (CA)* 

-Coyne (PA)* 
Andrews (TX) 
McDermott (WA) 
Klezcka (WI) 

· Payne (VA) . 
Hogland (NE) 
Neal (MA) 
Brewster (OK) 

ENERGY AND COMMERCE: 

Sharp (IN) 
Tauzin (LA) 
Richardson (NM)* 
Slattery (KS) 
Boucher (VA) 
Cooper (TN) . 

. Rowland (GA) 
Lehman (CA) 
Pallone (NJ) 
Schenk (CA) 
Margolies-Mezvinsky (PA) 
Lambert (AR) · 

EDUCATION AND LABOR: 

Miller (CA) 
Andrews (NJ) 
Roemer (IN) 
Green (TX) 
Klink (PA) 
English (AZ)* 
Strickland (OH)* 

. Baesler (KY) 

Appendix 5 

PRIORITY TARGETS (12/.14/93) 

Thomas (CA) 
Grandy (lA) 
Houghton (NY) 

Bilarakis (FL) 
McMillan (Nq 
Upton (MI). 
Paxon (NY) 
Klug (WI) 
Greenwood (PA) 

Goodling .(PA) 
Petri (WI) . 
Roukema (NJ) 
Gunderson (WI) 
Molinari (NY) 
Miller (FL) 

* = Health Security Act Cosponsor 
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OTHER IMPORTANT HOUSE MEMBERS: 

. Chapman (TX) 
. Condir(CA) 
Derrick (SC) 
Glickman (KS) 
Hamilton (IN) 
McCurdy (OK) 
Mfume (MD) 
Murtha (PA)* 
Pelosi (CA) 
Pomeroy (NO) 
Price (NC) 
Rose (NC) 
Schroeder (CO) 

· Schumer (NY) 
Serrano (NY)* 
Spratt (SC) 
Stenholm (TX) 
Stokes (OH)* 
Valentine (NC) 
Volkmer (MO) 

* = Health Security Act Cosponsor 

B6ehlert (NY) 
Fish (NY) 
Gilman (NY) 
Goss (FL) 
Horn (CA) 
Hobson (OH) 
Leach (lA) 
Machtley (RI) 
Morella (MD) 
Shays (CT) 
Snowe (ME) 
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SENATE COMMITTEE MEMBERS: 

Finance Committee: 

Moynihan* (D-NY) 
Boren (D-OK) 
Breaux (D-LA) 
Packwood (R-OR) 
Chafee (R-RI) 
Dole (R-KS) 
Danforth (R-MO) 
Durenberger (R-MN) 

Labor and Human Resources Committee: 

Kassebaum (R-KS) 
Durenberger (R-MN) 

OTHER IMPORTANT SENATE MEMBERS: 

Exon (D-NE) 
Heflin (D-AL) 
Hollings (D-SC) · 
Kerrey (D-NE) 
Leiberman (D-CT) 
Bond (R-MO) · 
Bennett (R-UT) 
Cohen (R-ME) 
Hatfield (R-OR) 

* = Health Security Act Cosponsor 
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Appendix 6 

HEALTH CARE TIMETABLE 

December I January 

Activities: _ 

+ Health Principals meet with priority list members 
+ Committee Staff /Administration policy resource 
· + Field Hearings 

[December 1 to January 25] 

+ President conveves meeting I dinner with -Chairs and Leadership 
+ State of the Union 

February I Mar~h 

Activities: · 

+ Subcommittee hearings 
+ Priority Member negotiations with committee chairs 

[February 1 to March 28- (7 weeks)] 
Recess: February 14 to Februaury 22 

'+ Subcommittee and I or full committee mark-up (House committees) 

April/May 

Activities: 

+ ·Senate Finance and Labor inark-ups 
+ Leadership reconciliation of different bills 

. + House Rules Committee mark-up 

Activities: 

• House floor consideration 
. + Senate floor consideration 

June 

[April 11 to May 30- (7 weeks)] 

[June 7 to July 1 - (3 weeks)] 

July i August I September 

Activities: 

+ House and Senate Conference 
' ' 

Activities: 

+ Final passage 

October 

. [July 11 - September 30- (11 weeks)] 
Recess: July 2- Julyll 

August 15 - September 6 

[October 3 - Adjournment] 
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~LISGED :A:ND CONF-mEN+IAL-MEMORANDUM 

TO: Hillary Rodham Ciinton 
FR: Chris Jennings. Steve Edelstein 
RE: Meeti~g with Senators Leahy an:d Pryor 
cc: Melanne, Steve, Distribution 

June 14, 1993 · 

.· Tomorrow you are scheduled to meet with Senators Leahy and Pryor. 
Escorting them will be .Theresa Alberghini. Senator Leahy's health legislative 
assistant; Theresa Forster. the new Staff Director of Senator Pryor's Aging 
Committee; and Bonnie Hogue, another Aging Committee staffer. · 

.. · · BACKGROUND 

This is a meeting that Senator Leahy has wanted for some time. He has 
been growing increasingly frustrated over the fact that Senator Jeffords has 
been receiving disproportionate, as well as favorabl.e, coverage in the Vermont 
press on health care .. Much of this stems· from statements by Jeffords that his 
bill is identical to the .bill that he perceives the Administration is crafting . 

. It is also because Jefford's office has publicized any meeting he has held with 
you or the staff of the White House. 

. The stated purpose· of this meeting is to conduct a discussion with you 
about the need and desire· for state. flexibility Within the context of national 
health reform. The des fred outcome of this nieeting, however. has niore to do 
with illustrating how Senator Leclhy has access to you and the White House. · ·It 
will also give you an opportunity to recognize his (and Senator Pryor's) 
longstanding work oil state-based health reform and the important 

· contribution his past legislation has made to the debate. (As cynical as the 
above sounds, Senator Leahy's continued strong support of the President's . 
positions on the economic package and health care do merit appreciation.) 

Senator Leahy does not have a long-standinghistory on health issues. 
To the extent he has been involved, .it has mostly been in the area of rural · 

. health. His last year's introduction (with Senator Pryor) of S. 3180, the State 
Care Act, represented his first venture into the national health reform scene. 
This bill provided for Medicare, Medicaid, and ERISA waivers to states that 
enact legislation providing universal coverage and cost containment. Then
Governor and Presidential candidate Bill Clinton endorsed this legislation in a 

· letter to Senator Pryor. Attached for your review is a copy of this letter as well 
·as a summary and other background materials on this legislation. 
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.· Senator Leahy invited Senator f>ryor to participate, in part. because he. 
felt·it would increase the likelihood of a meeting but also because Senator 
Pryor was interested iri attending. The meeting will likely revolve around the. 
following issues: · 

1. State Flexibility. Senator Leahy will want to thank you for your 
continuing assurances that the Administration's proposal will have 
adequate flexibility for the states to design theirown plans which best 
meet their needs and preferences. 

2. Reiritroduction of Bill. Senator Leahy has held off on reintroducing his 

3. 

_state reform. initiative, so as not to send the wrong signal on the. 
· prospeCts for reform. However ·• should reform efforts stall. he will be 
. uricier increasing pressure from his state to reintroduce this bill. He 
. may wish to discuss this matter with you. 

Politics and Communications. The meeting is unlikely to involve 
detailed discussions of state~ based initiatives. Instead, the Senators will 
be more interested in discussing the politics of health reform. ·their views 
on timing, and communications strategy. I expect that Senator Pryor 
will be especially interested in addressing these issues .. You may want to 
·talk to Senator Pryor about his -recent idea to host meetings with 
Republicans interested in health reform and Administration 
representatives to discuss health care in a less "pre-arranged" setting. 

. Lastly. a reminder: Senator Leahy will precede you iri addressing the . 
. Democratic Governors Association meeting in Vermont on Saturday.· (He will ...... . 
be preceded by Governor Dean.) Senator Leahy (and possibly his wife and his 
staffer) is planning on flying with you to Vermont. We are working on last 
second details as the memo is being written, 
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THE WHITE HOUSE 

WASHINGTON 

June 26, 1993. 

MEMORANDUM FOR HILLARY RODHAM CLINTON 

FROM:. Mike Lux 

SUBJECT: Meeting With Steve Gleason·, Pat Ford-Roegner and Irwin 
Redlener 

This is· a final meeting for the leaders. of our· Health Profession·s 
Review Group to summarize where the providers we brought in are 
on .the key issues. As you probably remember, Steve Gleason was 
the c~air of HPRG,.Pat Ford-Roegner and Irwin Redlener were the 
vice.,.,.chairs. (Biographies are attached.) ·This can be a short 
meeting - thirty minutes will be fine. 

The politics on this meeting are a little strange.· We really 
need the enthusiastic support of these three as leaders of the 

· review group, and because all of them are ext:[:emely well 
connected with key members of Congress. I think we will get that 
kind of· support from them,·· but all have prickly personalities. 
They all felt mistreated and under appreciated. by some of the 
staff here, and I have had to spend a lot of time trying to keep· 
them positive and focused. They are also all quite independent, 
verging on loose. cannons sometimes. · · 

I think giving them this time with you will make .them very·happy, 
and I can use those positive feelings to help channel their 
energies productively. 
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JUt~Y 1~ 1993 

M~E'J.'ING W:t'l'H C. JWERE'l''l' :KOOP 

DATEs Jul.y l, 199:'3 
LOCATION: O~n1 OffiC& 

TIME= 5~30 Pl"J 
FROM; coro~ Ra~co 

:z: • !'Ufti"OSII!l . 

Youwi.l.l. meet 'W'J.'I:h Dr. Koop :t:'Ag"ftrd:.i.na tha :rol..;a hi;. m:.i.ght pl~y· 
J..n wnrk.ing wi.t:h t;he Ar;imin:is·t,;;:ra·ti.on on the health :r:e£orm 
p1anw 

J::r.. BACKGJtOURD 

nr. Koo:p, t:he u.;s. surgeon Q~era1 fr·om 19Bl, ..... 1.989, hllls 
1ong advocated A.toS reseaxch, heal:t:h prOIItot.lon and <u.eeese 
p:rav""n"t:i t:'ITl _ '1-l'e c-...•r.r.ent1y ••:I:"V•s as a oen..io;r:- l!lcho~ea!r c:at th.<e 
c. :n!verett Koop lnst:Ltute et. Da:z:otmoutn • 

. Du;i:-:1.;..-ay l.l'a'li: Ci:Unpai.gn, Or. Koap· Wali rr::Lell,Cll.y bU"t: fQl. t :i11-
t:ria•tGd e:na c!.istanced h.:f.mael.£ :fre»m ·our·aEf'crta. 'l'o enQI!ISJe. 
Dr. Koop•a •up~ort o~ ou~ pl.~n. we wi11 need to continue ~o 
<""..onault w:S.t:h h.i.m and do·au:r be~t to make h:i.rn feel an 
:impo:.t'"l::;&~t and we~come;s ~on-t::r:lbutor. in 'develoJ:):l.ng the p~an. 

Recently, Xr~ Megazinar has raestDb~~sh•d t~es· w~~h D~. Koop 
and has aonsulte~ b~m on ~s ~~ews for hea1th r•Eorm. 

• Moat rec:::antl.y, I :t& and Ruy Neel. ~ at Dr. KOOP 's 
invi·tl!!l:t:i.an, · vi.Ri t:llt'd him eo~ -b"- t'lartmeuth-H;i.+:ch.ccck 
Med:l.ca1 c~t•r th~s ~aet month w~e~e they ware shown 
4emonat~at~on~ of new and ax:l.st:inG hea~tb c•re 
1;-e:,Qh.nO~og.i.ee;;. 

:Or. Koop lliilu),':l};)arl• hea.l. th ref'o;r·ro i.n general. e.nd has sent n. 
haa~·ti'l .&.·a;Ea;z:-rn px-opOsf;ll ·Lo Ire whiQh outl1.nes the kay 
e1em~l~~ o% ~~~ormr 

A 1'1ex:tbl.e reaeral./Si:a:t:a Jf:J:aJR:Wark.;. He tavors lett::L.ng 
st:o:t.tElGI CJ.e0j..4e :hew to r;tructu:re the:Lr ot~:n &ys"tems ·t:o 
.l.:l. ve w1 "CIU.n tn.e:&.r •bare of a. £ed.ere..:L 1y .. set budget, 'l'he 
i'e:c!cra~ gove:..~n.aaent wcu~a tn'C!nda··te uni.varsa1 e.ooess e.nd 

. P¥"c::IIV:LcSe IDUDDOrt ••rv:Lces ane'l 1 n1'1"AIIIt+.:'l""ul"'!.~u..,..,..- .. we agrfi'foll. 

• cost C:onta:Lmaent ti.U'ough gl.abal ~"Udgete. 

14!001 
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' mnnnotna unr~ more crrcotlYClJj no orocoooo r1nou 
payments to autonomous health plane. These plane 
compete·on the·basis·of quality alone. Our proposal 
ba~icol~y agreee with his, except that p1ans compete gn 
price as well as quality. · · · · 

• tn=easi.Dg the numb•r of primary eare ph.ys.i.o.iens. . , We 
a~·· ana o~r propoaa~ ha~ &QvQral reoommendat!ons for 
realloca't:.ing federal monies for graduata anedioal 
.education and allocating rasidency s1ots to achieve 
thi:s goal.. · · 

• · l&:st:ablillhJ.ng a n~'tio~l :l.nfo.raaat:l.C)ft policy 

• ·. Batabl:f.sbJ.ng a Nat!.ona1 So:t.en:ce Pol:l.ey · f01" outooma• anti 
· Eva.~u.at:i.va. Bcianc••r•a•Bch 

' • Streaali.nmg anCl •tPid&:r4illd.ng billing p:r:ooedur••. 

D:r. Koop would be a •trong ally in health rofof:'nl. 

Dr. Koop has suggested estab1.ishing a b!.perti.san oommissi.on 
on health "informat:tns 11 to· dr:f.vA thA dA'V.al.opmstnt of a visinn 
fer a heal. tb in£o~tion in.frafitru.ctl.lre. He a·trassad that 
he WOUld be happy to help With. SUch en. e££ort.. . . 

An idea for later consi<!eration might be to appointor. Koop 
to head thia oomm:ta~ion as a way to gat h.i.m vested ~n tha 
process. 

By appoi.nting h:i.m to· a visible position, we ooul\'1 g:a:-eatly 
benef.:!..t. from his pub11.c reputat:lon. On the other hl!lt'l.d 1 we 
would be taking a greatri&k if wewer~ not· certain thet be 
wou1d Qpoak poc~t~vo1~ abOut tho p1an~ Ovor tho upoomi~g 
weeklii .. we will cona\llt with Dr. J<oop to try to Jioli~ify his 
au~p~r~. •• e&n th•n judo• how b••t to bring him on boa~d. 

ZXI •. PART~CXPANTS 

Caro.l Rasco 
Ira Magaziner 

:tV • . FRJ!ititi f'LAM 

V • SBQUDICB Oi' JNJEN'l'S 

'C-z:o. Koo:g will.a:ganc.t the dav rev;Law1.ng- the draft propoeal. on 
health reform. He will dine with I~a et the· Whita Hou•• 
Mess at noon and w11~ meet again with Ira from 3:30 PM -
5:00 :PM. He w1.1l mset with Mrs. C~inton at 5:00 - 5:30 PM. 

141 003 
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. MEMORANDUM TO! ~il1ary Rodham C~i~tQn 
carol Rasco 
Ira C. Magas.iner 

PROM! 

SUBJECT; 

. Lynn Ma~,.gn.-ri o 

c.everett ~OOP Visit 

June 30, 1993 

BACKGROtnm. 

Dr .. Koop, the U.S~ Surgeon Gtlneral from lSIISl ... 1969, has long 
advocatea AIDS research, neal.tn promot:ton ano disease pr•vention. 
He cu~rently s&rves as a eenior scholar at the C. Everett Koop 
:tl'l$'titute •t. Di:iiL Lmo.uth wh•r& h~ hts~ been wc;r;-k1nw to teeter iJ 
"new" kinO of mel.lica1 eduOM.tion - .·- one. that emphasizes better 
c=QJM'Iuni.cation · b•twe•n doctors .. tn"14 pot.i.ent•.. D:y bettea:
communic::a.tion, Dr. :Kcop means educati.ng·patiants about how to 
~aad healthier lifes~y~e~ and teaching n•w dootorc -to b& 
seftsiti.ve to the economic and social cireumllltsr..cau• of their 
pst~ent:~;" ~nlli.ng.data show n'l". Koop :is very well 1"1Bga:r.ded by 
the Amerioan publ;i.c• 

· Dl.iring the Campaign,· Dr. Koop was fr.:L•ncily l;)ut telt :nl-tt-eated 
ond distanced him•slf from our efforts. TQ engage Dr. JCoop's· 
support ot ou~ plan 1 we will need to continue to eonsult with him 
and do our ~••t to make him faal an impo•tant and welcome. · 
oontributor to th• development of tha plan. · 

Recently, Ira Magsziner has reestabli•hea ties with Dr. Koop. 

• 

• 

Dr~ Koop ;;!nd Jack ~~erg ae~t I•• a .memo w.i:th tl\ai:r 
vi•we on health reform 1n.m14 March. 

Ira hacl & follow•up di.nne:r with them in May whar• they 
shared ~h~J..L v .J.ew!i on he~l th ;r:·t~:fu:~:na, 

Mo.st J:"e6ently, Ira and !toy Neel,· ot 1;>~, Koop•$ 
invitation, visited him at the Dartmouth¥Hitchoock 
Mcdieal Oe~t:e:r this past month whera t:h•:y ws:re c;hown 
dernonstrat:Lons of new ancS existing medielll 
tochnologiaD. 

D:t. Koop supports h.;ullth :rafor-l!l .in geru.ara1 :a~nt'll h~~t~ ~&Al'lt • he.alth 
reform p:coposal to Ira (Attachmant ~l) whi.c::h outlinaa the key 
elements of reform. W• ogree with many ~f them. 

• Flexible J'ederal/State Praae~ork... He favo:r;-s l.atting · 
states decide how to atructure their own systems to 
live within their ahare of • budget - - setting up a 
mAnagaa comp•t1tion ~ramework, a s1ng~e~payor 

CLINTON LIBRARY PHOTOCOPY 
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tra.mework,.or_multiple payers base~ on their cwn unique 
·;eeg:"e.phia, oulturol cmd politio$l. ~S.ituct:iona. The 
federal government woul4 mandate univsraal access _ 
wi~h1n defifte6 health c~re budget~ a.rid p~ovi4• ~upport 
services-and infrestructure neeesgacy. to effact change 
whi.le fr:u;tering patie:n.t-oentcrod zysteme o:f oare. Thi1111 
relationship is oonaistent with our propo$al. 

Cost Coftt&iMent. or. Koop does not. bali eva- that . 
mantllo~d oompQtition wtll oontain eo•'t!• w.ithout: a l.i,mit 
on totel health ex~n~~tures. He favor-• imposing an 
immediate global budget on h•althea:r.e provider•;.;.-

-for s:x;empl•, hospital bucSgeta .in P'Y 94 ahoul4 be 
limiteCI to FY 93 levG.lli~ adjusted fo~ in:tlation. ·Over 
the next five year•, pha•e in global bu~gets at the 
state leve1 oaleulatlld on a per-capita l:l&•is. ad;fustad 
for local pric•• ana demographic•. w··-gree. 

· • . ·.Managed Compe't1 ticn. Ha agrees 'thet oar• has to. be 

• 

managed more •ffectively. Rathar then having third 
part:es m$na;• cere in an opan .. a,n(S~tCS p~ic::e-competit:J.va 
market, he would establish e system of capitated 
prepayment• :Ln whi.ch autonomous, not•for;..prof~'t: group& 
of doctors. and patients would e.gr•a to operate. ·· Thase 
plans would eomp•~• tcr members on the ba•~• Of 
\iY&lity, not priee. 

Our proposal encourages tha formation of community-
. beuae<l nt:~1.wvdu;s of docto::w, hg111pi Lt~.l.s, an~ oth•~ h•ol th 
prc:.f•ssionals that manage tha:.i.r own .car.e t.l&livary. 
Q~ality is ansure~'thto~wh better intormetion. Regiona~ 
foundations will work with plana to continuously 
:f.mpJ!'cve the qual.:Lty of 't:he.:t.zo ce.ro del:iv@q through 
aeuoation, per:f!ormanoe :r:apox-ta end consumer 
·lilatit:£action survey•. 

Our prQpo•al basically agrees wi~h Or. KbOp'a axcept 
that plans compete on prioe aa w•ll as quality. 

Better.workforca planning. Dr .. Koop would e•'teblillh a 
rAgi~nal workforOA oomporient dasigfied to rationa~iza 
the excess capacity in the supply cf.spe~~;ie.listsf 
achieve service in undersarvea areas, pX'omote pr~ary 
c:;a:r;e andimprove th• quality of oars. Federal- fun4• 
from the Medicare PRO program would be realloQated to a 
state pro~ider organization to set up regional p~vioer 
entities with thie. as a mission. 

Ou~ proposalgives these re•ponsibil:I.Ues to health 
all.i.eneellt and hea.Ltn plens. Heelth all.ianoa• .enaure 
that all.individuala hmva aocose to high-quality oara 
in the areas in wh.ich they liva, e1tbct;" tir :r•qui:i:in(ii 
health plet,ne to contract w1th providers :Ln und.erserved 
aH:J.a:s, or by ox:-eating now hot1lth ~J.ana in those erece. 

"'006 
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Heol.t:h plane will hove the reeponsibility to manage 
care delivery within a !ixed b~diet - - they will have 
a et~ong incentive to aelive• cGre more ot!icientlrr 
·a.ne~·engaga m~ra ~actively in workforce an" resource 

•. planning. . 

• · :Z:na:easing the ~Wiil,•~ of pir:iaaz:y care phy•tc::i·.,.._. llr. 
Koop proposes a national manpewer poliey to reduce the 
numb•J:' cf pbye:i.eia.n specialist• an4 bYi1tS up the numb•:" 
of primary care practitioners. · The National H•alth 
Servioa Corps •houla al$o be mad$ mo~& aot~ve. Dr. 
Koop hes put forward an additional strategy for 
encouraging morG •tudent$ to choose primary ca~•: \1) by 
Q:fter.:i.ng inte:r·est ... free loami that don •t :r:aqu:Lre payment 
un~il five ~ears after gradua~ training is finished: 
2) by_forgiving school loan•, 3) at:r:•tc::hin; medical 
school to fiva or &ix ~aara, with t.:i.ma off for work
study programs or research ta1lowahipa. 

our proposal also provides incentive• for 1n~:rsasing 
the number of primary care PhY81iciens_tbrough: · 

MAnaging the number of post-qra.duate training . 
positions for physicians. At least 50 percent of 
new physicians w:i.ll .be trained in primary car6, 
.following a . 5-year pheuae.;,in period. · 

' .·: . 

E~panding the Netional Health Service corps to 
r•4uce tne shortage:. of health ca:ra proviciers i.n 
rural and othar underserve4 e'raas. 

Fe~erelly allocating r.esidenciy poei tiona to . 
reflect the future workforce needs of the health 
care •Yitemr to .ensure adequate geographic 
distr1butien1 to c:raata and maintain access to 
pri.mary-a.nd spec:iali~eCl health cere for· 
pop~.tletions and regions that trac!litionally have 
nae1 inadequate health &&rvioes. · 

Provi~1ng gre~ua~e m•aical education funding ~0 
ambulatory and eommun.ity•b•••d olinia& (where more 
pr~ary _oare phys1o1ans wo~k) a& well_aa 
traditional acute•caro·bo!lfit&ls .. 

Retraining physie1ans mid~oareer in primary ~are. 

-Expan.Cling funciing for training of nurse · 
prectit.:l.oners an4 phyas1o1eln i:uasiataanta .. · 

~ev~-~~9 M•dioo~• p~yment agnea~loe ~o inoreaae 
payments for primary oare aerv.toee • 

. CLINTONL .· · 
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Setter infot"Ution. cr. Koop calls for aatablishing a 
national information policy to lee:rn e.bov.t ~hioh 
treatments benefit patients .~nd whicn harm them. This 
.informatJ.on wo\IJ.cS leod. to bettor-educated c!ooto=-s, onci 
would also give consumers the ability to choose 3mong 
health p~a.:nr: •n4 t:reatment al.t•rnativG$. We share h!lil 
view that patients will be bettsr ••~e~ with bette• 
inforJns.tien.nt! in ~ha long run, tha sys;tem will. gave 
money-~ 

NatiQnal Sci•nce Policy. The Fede:ral Gove:mmant must 
.a.aume responsibility that th~ soiantil!e bsais of . 
clinical meCl1c:lne .t• constantly :Lmprovaa •. Ha suggests 
eoneolidatins +:ha efforts that are eurr•nt1y apraad 
among the FQod ana Drug Administration, the Health Care 

.·li'inance Adm:lnis.tT'et;on, the N~~ttionA.l !nati<tu-te• of 
Health and the Ag•ncy for Health Cere Policy and 
Jtesee.:t'ch. He ali:;n pmpossu: that this research bQ 
funded by e tax on health care a.ollare equal to about 
0.25%. . 

ou~ proposal gives the National Health Board the 
responsibility fQr quality- •. Part of this , 
responsibi.lity is to coordinate. re.searOh in •valu&tiv-ra 
soienoas lll'l(l.OUtcgmas :reaia&:rQh. Bnll\.l:rini.lletter 
oomrnun:l.eatioruJ . i• also c::ri tical - - doctors, . other 
pr.ovi6ers an" pet1•nts will be able tc access critical 
information through a health infor~ation network. 

·st:tee.mlir..ed administration. or. Koop supports 
mandating uniform b1ll1ng procedures, oons1st.ant with 
our plan~ with its 111ngle claims form and.&Jtandardized 
rules for billing. · 

. . 

IIEAL'l'H ,.INFORMATICS" COMMISSION 

n:r.· Koop also has' a keen inte.rest in health "informatics"- the 
use of teleo.ommunioations and othe:r; teohnolog:l.al in heelthcare 
aelivery.ana admi.nistration .. He has suggested establishing a 
bipartisan commission on health "informatics" to drivs. the 
development o£ A vi•1on for a h&alth :l.nformetion int:reertruoture. 
This commission could be affiliated with the National Academy of 
Soienoe or its lnatitut• of Medicine. He atreaaa~ that he would 
be happy to help with such an effort. ( A:ttaohmant 2 . .. muo to 
!x-a, 6/14/93) 

Ia! ooa 
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niSCUSSION POIH~S FOR YOUR M~ZTING 

Areas to discuss with tlr •. Koo;p would i.Tichtdii!! the follo"\!ling! 

• 

• 

• 

Rola ot prima.ry eara physicians in ha.atth raform . 

He finds health informatics s ~ital element in 
reforming the health eare system. What specifically 
would he Dropose doing? 

·He mentioned craatin~;J a bipartisan haal th informati~lill 
commission. What would the structure of this · 
commission lOOk like? Because he's a leader in thi• 
area, would he .be interested in playing a role? 

An idea for later conaic!&rationmight be to appoint Dr. t<oop to 
head the commission en health info.m~t~cs he propose~ abova as a 

· . way to get· him vested in tho . prooess. 

Dr. Koop would :bQ a •trc>n; ul~y in haal th reform·~ . By 
appointing him to a V.i,llible posit:ion, we could gr•etly 
benefit from his reputation with the public - - the 
Amerioan people view him as a trustworthy_ credible person 
who can't be bought. 'l'his·reputation sterns from his 
outspokenness on oontrove~siel issues such •• AIDS and gun 
c::ontrol aurin; the Reagan/Bush yaar1. If .he agreed to bs an 
advocate of the. AcSministra.tion' s health reform plan, he 
could use the visibility of h.:i.s position 'to convince thoaa 
who might otherwi•• be skeptical. 

On the other hand; appointing him woulo be a great ~isk 1f 
we were not certa:ln thet he would .. · speak posi t1 vely about the 
plan. ·ever th.a ~.&pcoming weeks, we will continue tc consult 

· with Or. Koop to t;ry to solidify his support. We can 'th•n 
judge hew best to bring him Cln board. · 
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. INITIALS: .. t> · DATE: 01 ~816l.DOC1 

.GoRt:ideatial note to the First Lady ;;)..DOCD- 0~1 ()- F . 

Assembly Speaker Willie I3rown is expected to· attend the San Francisco 
reception. He will probably ask you to· appear at a health care forum he is hosting next 
weekend (October 29-30). The audience for the event is mostly Democratic state 
legislators and lobbyists. He has been informed that it is highly unlikely you could 
'attend, out the invitation has not been formally de~lined. 

·Brown, an extremely powerful figure in California politics, has a mixed ·record of 
cooperation with tbe administration. You may remember that he openly suggested 
Democrats might want to nominate Ross Perot in late April of 1992; citing Bill Clinton's 

.·weakness. As noted earlier, he also vigorously sided with Governor Wilson against the 
EPA position on state smog check legislation. · On the other hand, he helped us with 
other important bills in the state legislature and frequently issues press releases 
supporting the President and his initiatives; He is very close to the trial lawyers, 

. teachers, and other key Oemocratic constituencies. 
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October 31, 1993 

AMERICAN ACADEMY OF PEDIATRICS 

I. ·PURPOSE 

DATE: 
.LOCATION: 
TIME: 
FROM: 

November 1, 1993 · 
DC Convention Center 
8:15a.m. 
Kim Tilley, Amanda Crumley 

·To give the keynote address at the Annual Meeting of the American Academy of 
Pediatrics focusing specifically on how the Health Security Act addresses the concerns of 
pediatricians and children's hospitals. 

II. BAC~GROUND 

American Academy of Pediatrics 
The American Academy of Pediatrics is made up of 45,000 pediatricians whose concerns 

. are the health of infants, adolescents, and·yopng adults: The AAP's largest meeting is 
· their Annual Meeting. · The impact of the Health Security Act is a major concern for J 
their members. . 

<( . According to Mike Lux, the American Academy of Pediatrics (AAP) has. been one of the 

I' 
\ 

Administration's closest allies regarding health care reform .. Among physicians, our · 
ee strongest allies are tqe American College of Physicians, the American Academy of 

arnily PhysiCians, and the AAP. (During your acknowledgements, Mike recommends 
that, aside from Betty Lowe, you should acknowledge Jackie Noyes, Director, AAP, and 
Graham Newson, Assistant Director, AAP.) 

As you know, tension between Dr. Koop and the AAP leadership erupted this weekend 
over who would be introducing you at this forum. The AAP told Mike Lux that during 
this argument, Dr. Koop told the AAP that the Adminsitration's plan was bad for 
children and that he was the only one who could fix it, therefore, they had better not 
upset hin:. . . 

AAP's concerns 
Although the AAP has always felt that the plan will benefit children and adolescents, 
recently they have been expressing major concern in regards to the periodicity schedule 
that addresses adolescent and child health preventive services. They feel that the 
legislation r~lies on outdate4 assumptions. The periodicity schedule is the most 
important part of the plan for them. Their view on our action is that they sent a 
suggested schedule to you and Ira, and 'it was agreed upon that it should be changed. 
They submitted the changes to Administration staff; however, the changes did not make . 
it into the final legislation that went to the Hill. Mike Lux has let the Academy know 
that we are working ori it, but that we have to cost them out first. While Mike 
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recmrimends that you stay general in your remarks on this issue and say that we're still 
working on it. It is our understanding however that others believe the issue needs to be 
addressed more forthrightly. Additional. information follows on the issue and possible · · 
ways to speak about to AAP .. 

Other. concerns of the Academy include special needs of children, the restructuring of 
primary care services (workforce issues) , and Medicaid and medical liability issues. 

III. PARTICIPANTS·. 

HRC 
Betty Lowe, VP and President-Elect, American Academy of Pediatrics 
Howard Pearson, President, American Academy of Pe_diatrics 

· Sarah Long, Chair of Scientific Meetings 
· Approximately 2,200 expected to attend. 

IV. ·PRESS PLAN 

· Operi. · 

V. SEQUENCE OF EVENTS 
. . 

~ (V"j.Y 

ZLkv-- f\!tvH~ j 

* Howard Pearson announces HRC and Betty Lowe to stage;· 
· * Howard Pearson remarks and introduces .Betty Lowe; 
* Betty Lowe remarks and introduces HRC; ' 
* HRC remarks (30 min;); 
* Work ropeline . 

. VI. REMARKS 

Follow. 

For political reasons, the AAP wants you to praise their support in the health reform 
effort so that their "grass roots" membership will hear the message. They want their 
membership to understand that the White House ·has been listening to the Academy and 

· has found their contributions constructive . 

. The AAP also wants you to recognize that the periodicity. schedule needs to be changed, 
that you have heard the Academy's concerns and are working on changing the schedule. 
They feel that this is the first question that any of the attending pediatricians would ask 
you if given the opportunity. 

CLINTON L!BRARYPHOTOCOPY 



;;-· 
( 

October 31, 1993 

MEMORANDUM FOR HILLARY RODHAM CLINTON 

FROM: LYNN MARGHERIO 

SUBJECT.: AMERICAN ACADEMY OF PEDIATRICS 

SEQUENCE 

Dr. Pearson gives brief remarks and will introduce Betty 
Lowe. Betty Lowe will introduceyoti. 

Your remarks will be approximately 30 minutes·. · Before 
exiting, you will greet.people at the rope line. 

BACKGROUND 

.The audience - - 2000+ pediatricians - - will be composed 
primarily of practicing pediatricians. Most of them operate in 
private practice - :- as solo practitioners, in small group 

. _practices, or in multi-specialty practices •. 

Drs. Koop, Brazleton, Redlener and Simpson (who works with 
Phil Lee. at DHHS) have been consulted about the concerns of 
pediatricians and health reform. ·They raised.the following 
misconceptions/fears pediatricians have abouthow they and their 

· patients will . fare under our plan: ·· 

• ~ediatricians do not want to be swallowed up in HMO 
networks. They fear a loss of autonomy. 

• There will. be less choice for patients and physicians. 

• Children will be disadvantaged und.er a system of 

• 

managed competition. · 

Children have historically gotten the short end of the 
funding stick and quality/access may suffer in a system 
of managed competition that tries to hold costs down. 

Special needs children including those with chronic 
illnesses - - will not get adequate services. 

1 
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I. Remarks about the 

The AAP leadership has done hundreds of interviews, written 
op-eds, letters to the editor and given speeches around the 
country rallying support for health care reform. 

II. Children under current health care system 

• 

• 

• 

• 

• 

.. 

About 9 million children are currently uninsured., 

One in five American~children had no contact with a 
doctor· in 1992. · 

Thirty percent of all children under the age of two, 
and 50 percent of inner-city children have not been 
immunized against preventable childhood disease. 

Fewer than half of non-HMO members receive rout~ 
preventive services. ~ 

Even in the best-selling HMO packages, over 50% require 
cost sharing for well baby/well child care. 

Many insurance companies today use preexisting clauses 
to avoid prenatal care coverage . 
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III. Children ·under reform 

A. .. Comprehensive Package of Benefits for Children 

Under the President's propos?ll, _every child will have a 
"medical home". [Per Irwin Redlener- the concept 

"medical home" is very important to . 
pediatricians. It's one-stop shopping 
for children - a piace where they can 
get coordinated care.] 

• The benefits package provides coverage· for ongoing, 
continuous care, from preventive care through acute 
care and rehabilitation services. 

Preventive· care: 

No barriers to care. No deductibles,· no copays. 

- Well-baby and prenatal care 

The proposal calls for 100% coverage of prenatal 
cc:1re services,· fully covering the associated 
testing necessary such as rubella testing and 
ul trasounds (if medically. indicated) • The 
proposal also covers one post-partum visit with no 
cost sharing . 

Clinician visits 
Immunizations 
TB tests 

[Note: the.AAP is unhappy with the periodicity 
schedule. They wantedmore extensive clinician visits 
and tests. See page 8] 

Dental and Vision Care: 

Dental: Covers preventive and routine checkups for 
children .and some orthodontia. Phase in more 
comprehensive.coverage in the year 2001. 

·vision: Covers eyeglasses and contact lenses for 
children, · i:n addition to office visits. 
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Health coverage alone does not equal access to high 
quality cc:lre. 

.. 
1. Ensuring quality care for all children through: 

. 2. 

Annual report cards will provide parents the 
information they need to judge how good plans are. 

Commitment to prevention research including child 
and adolescent health 

Health services research that evaluates how well 
reform is doing and .studies areas important to 
health of children, including risk adjustment 
systems, development of clinical practice 
guidelines, role of primary care on access, costs 
and quality . 

Children with special needs 

Expanding funds for community health centers and 
other community-based centers for enabling 
services - outreach, counseling, .translation, 
transportation, case management - providing 
children and their families .. with the support 
structure/safety· net they need-to access the 
health care system. 

·Children with chronic illness or severe illnesses 
·have access to specialized services through health 
plan contracts with centers of excellence. 

Low-income children will continue to receive wrap
a·round services in !3-ddi tion to the benefits 
package (according to current guidelines in 
Medicaid) 

Children with severe disabilities will benefit 
from the new home and community-based long term 
care program. 

- Continuing comprehensive.EPSDT benefits for 
children and families receiving AFDC and SSI. 

Expanding funds for the development of community
based networks of care. Construction of new 
facilities/clinics, development of new practice 
opportunities. 

Scpool based health and health education to reduce 
teen pregnancy, substance abuse and truancy and 
lead to healthier behaviors. 
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Problems qoctors and patients face in the current system 

A. Employers, not individuals, choose among health plans. 
Family coverage through the workplace is rapidly 
eroding. Only 33 percent of employer-sponsored health 
plans paid for heaith insurance coverage of spouses and 
dependent children· in full in 1990 - - compared to 40 
percent ten years ago. 

B. The power rests in ·the hands of the insurers· 

c. 

D. 

1. Insurers·have the. ability to grant and ·deny 
coverage. They compete on their ability to 

·attract healthier patients. · 

2. Fine print often results in coverage exclusions. 

3. Insurance companies second-guess doctors' medical 
decisi~ns, using a "black box" of utilization 
review protocols 

Paperwork and bureaucracy overwhelm providers 

"Each doctor practicing in the Children's Hospital 
200 in total - ~ spent enough time on paperwork . 
unrelated to patient care every year to see another 500 
patients for primary preventive-care. That's ariother 
10,000 kids who could have been_cared for ... whbse lives 
could be bett~r." 

Current quality system is a "nonsystem". It focuses on 
punishment rather than ways to improve·quality. 
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v. How reform addresses_these problems to improve-the doctor
patient relationship 

A.. Choice 

1. Individuals have choice of plans and providers 

2. Requiring fee-for-service pl~ns 

3. Requiring that HMOS offer a point of service 
option 

4. Lowering the cost sharing in the lower cost 
sharing plan by 80% for all services ...; - (or from 

.$10 to $2 for professional visits) - - so that 
lower income people have more choice. 

5. Doctors, too, will have a choice of plan and may 
contract with one-or several plans 

B. Changing the balance of power 

· 1. · Insurance reforms - universal coverage, no 
preexisting condition exclusions 

. . 

2. - Antitrust reforms 

· • ·The Health' Security plan will refm;m anti trust 
.regulations arid level the playing field. Doctors 
and hospitals will have more freedom-to work 
together to determine the best and most efficient 
ways to deliver high-quality services. 

• ·Doctors and other health providers will be able to 
band together to form their own community-.-based 
health networks in which doctors will be able to 
negotiate-to _reduce interference with their 
practice. 

• Doctors will also be able to negotiate 
collectively ensuring that they will have a strong 

· say in determining the fee-for-service 
reimbursement rates, so long as they represent 
less than 20 percent of the physicians in ah area 
and share in the financial risk. 

C. Shifting the emphasis toward primary care and 
prevention - empowering pediatricians -

• Supports the practice of pediatri-cs by moving our 
workforce toward a more rational mix of 55% 
primary care physicians, including general 
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VI. 

• 

pediatricians. 

Providing incentives for physicians to go into 
primary care 

Loan forgiveness 
- Expanding National Health Service Corps 

Providing loans to physicians to band 
·together in community-based networks 
Additional loans and tax incentives for 
primary care providers who practice in rural 
or underserved areas 

D. Reducing the "Hassle Factor" 

· We must have a system that simplifies the financing and 
paperwork attendant upon delivering health care, which 
drowns.our professionals and.discourages them from 
doing what they have been trained to do, which wraps 
the delivery of health care .in a web of regulations and 
complications that have no place in the doctor-patient 
relationship. 

We know we can do better. We've seen examples of how 
we can more toward electronic billing, toward a single 
form, toward-eliminating a lot of the unnecessary cost 
that· just drives the health care system to become more 
and more loaded down with bureaucracy and 
administration. 

How can we afford this? 

Something is wrong when we spend 14 percent of our 
national income on health care when our major 
competitors and other nations around the world, from 
Australia to Canada to Germany and Japan, take care of 
all of their citizens, have higher outcomes on all 
kinds. of national indices of public health, and spend 
only 8 or 9 percent of their national income on health 
care. We know that we·can do better than we are doing. 
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AREAS OF CONCERN TO THE AAP 

1. Periodicity Schedule: 

Background: 

The AAP had proposed expanding the clinical preventive 
services for children. They want additional clinician 
visits for children and some additional tests and 
immunizations. 

Changes in our plan since 9/7 draft:. 

Since the 9/7 draft, we have added the following: 

• One .addi tiona!· clinician visit for newborns 
• One additional clinician checkup for children between 3 

· and 5 years of age 

Where this leaves us: 

The H~alth Security Act still falls short of their 
recommendations in the . following areas: . 

• Children A~e~ 0:-3: the. y request 2 add! Uonal clinicia:J 
visits, 2 urinalysis, 1 'TB, 1 hereditary/metabolic · . 
screening, and !.additional hematocrit. . 

• Children Ages 6-12: they request an additional 5 
clinician visits and additional immunizations and 

·.tests .. 

o Children Ages 13-19: they request an additional 2 
visits. 

According' to a preli:minary estimate by the DHHS, to 
incorporate their recommendations for addi ti·6nal clinician 
visits would cost approximately $18 per family per year. 
Adding the 10 additional immunizations and tests.would add 
another $7 per family per year. (This would entail 
reestimating the premium and we believe cannot be done 
before the bill gets introduced) • 

. our rationale fo'r the 'current schedule: (Lisa Simpson, DHHS) 

We devised the preventive clinical services coverage based· 
on the best.scientific evidence·available-- the 
recommendations of the U.S. Preventive Services Task Force. 
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There is no scientific evidence that the additional tests 

.requested (or the particular number they request) are 
appropriate for all children. The Public Health Service 
feels that the number of visits in the Health Security Act 
is sufficient for general pediatric populations. - ' ~ 

If a physician deems that additional visits are "medicall~ 
necessary or appropriate", they would be covered under the 111, 
benefits package, but would require cost sharing. '""~ -"'.JR-

.· As new scientific evidence becomes available, the National 
Health Board will define populations at risk for certain 
conditions and may recommend additional/more frequent tests. 
for those populations. 

2. Special Needs Children 

At least 1 milli'on children, in the United States suffer from 
a·severe, debilitating and ongoing chronic illness suc11 as 
severe cerebral palsy, cystic fibrosis, or chronic lung 
disease of infancy.' •. Over 10 million additional children 
have incurred a less serious ·but longstanding illnes.~ such 
as severe asthma, seizure disorders, juvenile rheumatoid 
arthritis, or juvenile diabetes. · 

How these children benefit under the. Health Security act: 

The Health security Act does three things for children with 
disabilities. 

• Offers post-acute services for children who need 
services as a result of an illness or an injury. 

• Children with severe disabilitie~ would be 
eligible for.the home and community-based long
term care services. 

• While some children with congenital illness will 
not be covered_tinder the comprehensive benefit 
package, low-income'children will be eligible for 
wrap-around services beyond the comprehensive 
package of. benefits. 
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MEMORANDUM 

DATE: , October 29; 1993 

. TO: · . Lyn Margherio 

FROM.: Lisa Simpson 

SUBJECT: Pediatri.c benefits in plan 

·I hope this meets youx needs. I have summarized where the plan and the AAP differ, 
included a rationale for the content and schedule of clinical preventive services included in 

. the plan, highlighted how changing the plan would affect cost estimates, and prepared 
remarks/points that the First Lady may want to use in her speech on Monday. 

1 have also been informed that both Mrs. Clinton arid lrci Maganii:er promised the 
. AAP representatives that they met with that the new AAP guidelines on preventive care 
·(Bright Futures) would form the basis for the benefit package. · · 

How the HSA differs from the AAP: 

The primary difference between the plan an~ the AAP is in the. number of visits they 
are requesting. The additional tests requested reflect in general their 1987 guidelines and are 
either meantfot high risk groups only. or bave actually been dropped from the new draft 
.guidelines. The metabolic screening test is in the plan as part of either i:b.e hospitalization or 
. outpatient care, it sfrnply has cost-sharing associated with it. The timing of the iimnunization · 
in question reflects a .long-standing difference of opinion between the AAP and the CDC, but 
the plan accomniodates for provision of this immunization later if necessary. 

Thus the issue that is likely tO be of greatest concern to the Academy is the number of 
visits for adolescents. · · . · · 

. Basis for the policies in the HSA: 

The recommendations of the US Preventive Services Ta.c;k Force were the basis for all. 
the coverage decisions in the preventive package. There is no scientific evidence that the 
additional tests requested are appropriate for all children. There is also no scientific 
evidence supporting or contradicting the particular nUmber of visits they are advocating; it is 
simply based on "experr opinion".·· 

The services itemized in the bill are by ·no means the only preventive services 
available~ Ir is also the intent of the plan that the National Health Board will define 
populations at risk for certain conditions and recommend additional/more frequent tests for 

1 . LAS/CG/OASH. 
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those populations. In addition, all medically necessary or appropriaie screening tests, visits, 
or Immunizations are covered (with cost sharing). Finally, it is important to remember that 

·the preventive ~benefit was crafted to assure flexibility by providing the National Health 
Board with authority to update or otherwise modify the timing· and content of the benefit to 
reflect changes in the sdence·and practice of medicine. The Board.would do this in 
consultation with "expercs in clinical preventive services". 

Changes in the sched~le: 

. Each additional clinician Visit would increase the premiums by about $2 per family 
per year.· Intluding all the ones requested would increase the premiums by $18 per family 

· per year, with all the additional tests this would increase to $25 per family per year. . . 

·Suggested points for the First Lady to make: 

Universal coverage will assure access to the 9.5 million children currently uninsured. 

The president's package will provide more fully covered services,· including preventive 
services, ro more children than ever before. 

• . less than half of non.;. HMO members receive routine preventive services 
including visits, tests. and immunizations (Newacheck. 1992);. 

• even in the best selling Hlv.IO packages, over 50% require cost-sharing for · 
well baby/well child care (GHAA, 1993). 

The plan will assure. that all children start life as heallhy cis possible by promoting early 
access co prenatal care. The Presiclenr's plan will remove all financial barriers to prenatal 
care by, banning pre-existing clauses which are used today by many insU:rance companies to 
avoid prenatal care coverage. The benefits package also provides 100% coverage for 
prenatal care services and one post-partum visit. It also fully covers all the associated 
medically necessary tests during prenatal care, for example rubella testing and ultrasounds, if 

·medically indicated. · · -

The plan covers all medically necessary or appropriate care at arry age. 

The plan will assure that children receive the highest quality care. Annual report cards will 
provide parents the informaticm they need to judge how good plans are. In addition, the plan 
includes a significant increase in our comminnent to prevention research and health services 
research. Prevention research will focus on priority areas including child and adolescent 
health. Health services research will. evaluate how well reform is doing and srudy many 
·areas. important to the health of children: risk adjustment systems; the impact of managed 
care on health care delivery; the role of primary care on access, costs and quality, the role of 
remaining non·tm.ancial barriers to care; and the development of clinical practice guidelines. 

2 I.ASICG/OASH 
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- . . . . 

The plan assures thai children wizh chronic illness or severe ilinesses have access to the 
specialized services. Health plans are required to contract with sufficient Academic Health 
Centers that provide specialized services to assure adequate access. 

Poor children will be assured the additional services they need. Children In families 
. reeeiving · AFDC or SSI payments will be guaranteed access to the. services they need by 
.continuing comprehensive EPSDT benefits.· In addition, the public health initiatives will · 
make outreach and enabling services more available for children who have traditionally had 
difficulty genin,g into the system. · · 

Disabled children will receive additional benefits. · The long term cat;e benefit will provide 
services for the most disabled of our children. A new benefit for poverty level children with 
special health care .needs will assure that these children receive high quality, coordinated 
services: 

The plan addresses. the needs of some of highest risk children. and youth. It provid~s for new 
grants to develop comprehensive scboo1 health education curricula and school based or school 
l.inked heaith services. Additional funds for public health priorities such as violence~ 
uruniended pregnancy, ·and HIV prevention ~e also inclUded. 

The plan suppons ·the practice of pediatrics by moving our workforce toward a more rational 
mix of 55% primary care physicians, including general pediatricians; by providing grants for 
the development of community practice networks in underserved areas; by providing 
additional loans and tax Incentives for primary care providers who practice in rural or 
underserved areas. · · · 

3 LASICG/OASH 
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DETAILS OF DIFFERENCES AND POLICIES 

VISITS • Overill, the pediatricians are requesting an additional 8 clinician visits. 
These correSpond to an additional visit at 18 months, and yearly visits 
ages 6 through 19. Current AAP guidelines (since t987) only 
recommend visits every other year for children ages 6-19. however 
draft new guidelines do recommend annual visits. 

TESTS & IMM:UN1ZATIONS • An additionallO tests are requested: 3 u¢le tests, 
3 TB screening tests, 3 Hematocrits (to screen for 
anemia) and metabolic screening. They are also 
requesting that the timing of one test and one 

· immunization be. changed. 

Basis for the policies in the HSA: 

(;ENERAL: 

• The content and timing of services and tests outlined in the clinical. preventive 
services of the National Benefit Package are based on the recommendations of the US 
Preventive Services Task Force. The Task Force develops recommendations using an 
scientific, evidence-based method. When these recommendations have included a 
range in periodicity' the more conservative choice was generally made. 

• The number.of visits included in the President'splan was chosen to include time 
per~ods when immunizations or tests are required and to provide additional 
opportunities for guidance during adolescence ·on issues related to risk behaviors. The 
Public Health Service feels that the number of visits is sufficient fot general pediatric 

. populations. Children who are considered to be at risk or needing additional visits by 
the clinician can receive these under the "medically necessary or appropriate" clause. 

· The only difference is that there woula._be cost-sharing for the additional visits. 

SPECIFIC: 
. . . . 

• · The extent of coverage for urinalyses and hematocrits is consistent with the USPSTF 
and the. Canadian Task Force on the Preventive Health E>.:aminatioil (CTFPHE)~ 
There is no evidence that additional urinalyses, which are used to screen for urinary 
tract infections, are effective. There is also no evidence .that more frequent 
hematocrit testing is required for children who are not at risk for anemia. In 
addition, the draft new guidelines for the AAP do not recommend routine hematocrits, 
they recommend them Ol!lllly for specific risk categories. 

• The timing of administration of the MMR vaccine (measles, mumps, and rubella) has 

4 . LAS/C(i!OASH 
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been reviewed recently by the USPSTF and they concur with the standing . 
recommendation from the immunization experts at CDC. It is recommended at this 
time because it will assure the widest coverage of children by linking it to school 
e!lrry.' However, if a child did not receive it during this age-range, the plan allows 
for it to be received during a later age (see section 1114(a)(3)- the "catch-up" 

claUse). . . . . . . . . . (. . . . . 

TB testing is recommended by the USPSTF for high risk groups only for ages 2 
through 18. · The AAP's new draft guidelines also recommend this test for high risk 
groups only. · · · · 

5 LAS!COIOASH 
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November 5, 1993 

MEMORANDUM FOR HILLARY ROD HAM CLINTON· 

FROM: Mike Lux 

. SUBJECT: Meeting With Gerry McEntee 

· This meeting has been set up for two reasons: 

1. To have McEntee tell you all the ways AFSCME wants to help on health care (i.e. give 

money, grassroots, etc.) · 

2. To get him over the prickliness of the last few weeks on this range of issues on which 
we've beeri dealing with AFSCME. · · 

As you probably know, in the last couple ofweeks ofpolicy negotiations, we have: 

· 1; Made some technical corrections AFSCME and other ·tabor folks wanted on the tax cap 
and a few other mitior issues; 

2. Agreed to AFSCME's requested language on health worker job re-training; 
. . 

3. Negotiated a deal em the state and local 7.9% cap issue, giving them the cap but delaying 
until the year 2002;. . 

4. Told them we couldn't give them the 200,000 and .above public employee opt-out 

prOVISIOn. 
';-. . 

Emotions have run a little high over some of these negotiations. Gerry feels like Ira promised 
him some things on issues 3 and 4, and then took back what he proinised. . 

1 think you should have·an honest political discussion withSerry about how even though we 
can't give them everything they want, we still need them to step up to the plate and help us 
with the campaign. · 
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0 DEFENDANTS' MOTIONOFORO REVISED SCHEOVLING ORDER· 
. AND EXPEDITED CONSIDERATION OF CONTEMPT MOTION 

ANP POINTS ANDOAUTHPBITIE§ IN SUjPOR~THEREQf 
• 0 

Defendants· respe~tfully 
0 

~ove· the Court to enter an order 0 

' . . . . . . . . 
0 0 • 

. sitting a ·new schedule g.overning 
00 

the matt~rs currently pendin,g 
• 0 

• 

0 before this court. In s~ppo~t.-of this motion, defendants stat~ as . 
. . . . . . . . . ' 

1. Thi• matt~ro is oeurrt~ntiy o•chaduled for tria·l 
0 

on Septe~er . .. . ' .. 
· . 12, . 1994, . on the 0 mer ita ot tll,eo ~iai~ 0 t~at th.e _In~erclepartmentalo 

·. ·. ~~rking Group c~nat~tuted,oan, ~~viaory ·committee within tha scope of 0 

. . . . 

I . 

1 LOB~ t 9~0~. 'ON. XlJd 
0 

• 

0 l!~IO/~WO BG:ll a3M vS-Ll-nn~ 

CLINTON LlBRARY PHOTOcopy 



.. '· 

\ . 

the Federal Advisory committee ·Act. While detendants·remain firmly 
I ' ,' I" ! ' I ' ' • 

' . ,. ·~ . . 

of . tha vi~w · t.hat .·the · Int.erdepartmental Workinq. Group ·was not an.· 
\ I I . ' ' 

"advisoey .committee," that n·o. violation ot the FACA occurred, and 

'· . that'tbis'con_clusion would~~ 'established a.~ trial, defendants hav~ . ' . 
. ·, 

determined that all documents . and recor~. whioh miqht .·be the 
. ' . . . 

su~jact. ot this' action, and wh~ch .. have .pr.eviously been descriped to. 

. . .the ·court,. will be 111ade. pubiioally. a~ailable. .Aocordinqly, , not 

less than ·~wenty~one days from t~day, all sud{ documents aha 
. ' . .. . . . . .. 

. . . . . 

records. will ·ba ~laced in a publia .. reading room and ttlada available 

to the. public during normal business· hours for examination and 
,. 

copy in~, . · · .. 
. . . 

· 2 •. Defend.ants submit that their dQeision .to release thtse 
l' ' .' • ' I 

-documents to tha· public makes any fu~ther prooee.d1ngs on the merits 

of the FACA claim moot and· ·defandants will flle a motion to dismiss 

. ~his .ease ·on· that b~sis ~t the· earliest date practicaL Given that· · 
. . . ' 

p®iic access.: to the documents··Is ·no lonqar an issue, thera ·simply 
. I ' ' . ' 

. . . . 

is .... no neea for the court to proceed .with its prior order SQtting · 
. . . 

· · the entire. case for. trial. o~ .. September .12tLI~~~WFff8fncoPY · 



'· 

consider defendant's' impendlnq. mot.ion to. dismiss. this case a a moot · 
' . . '. ,.' .. 

. whi~h, defendant's ~elieve; 'will. obviate any need f~r· a trial on' the 
. . . . . . . . . 

FACA qlaim. 

· ·3. while.there is no n'eed for ~ri· immedlate·trial on the merits 

of the FACA ·claim, ·tbere is ari urg.ent ·need for the Court to address 
. ' . . . . . . . . ., 

t::ne bontempt motion ~ich plain.tiff•. f.iled aqainst Ira Magaziner. · 
.· .. 

At· the Ju~y ·26, ,·1994 s~~tua · oonferanoe in ohambara, defendants 

.. 

. 2 

. 
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,0 

reque$ted that this. Cdurt cond~ct an ·ei!-rly hearinq on the contempt· . 
. ... ' . . . . . ' ·. 

· issue, iricludinq pos~ibla testimony.· by ·Mr. Maqaz iner, to enable him 
~ ..• ' . 

to . refute· speedily and .··conolusivaly the. utterly . baselesa 
. . . 

alleqa.tions a9ainst him. Tpis cot\rt, beoause it scheduled an· early 
. . . . . . . . . . . . ,... . . 
trial 4~te ot. september 12,· 'indi~ated that it ·would.· either .deci'de · 

'. ,. . . 

. the contempt issue ba.sed on the ~vidence at· that trial or hold a 
I '. 

··separate prooeedinq after. the· trial~., conclusion·.. Now that a ttial . : . . ' 

. - on the lACA claim is no lonqer ·necessaey, defendants request that 
. . 

the contampt issue be p2;'omptly di$posad ot by the c.ourt . 

. ·.·. Even though tha chi!ltqes againSt Mr. Maqaziner are wholly 
.. 

baseless· and without any··. fou~dation whatsoever, their mere 

axis~ince casts a cloud ·ovar his parso~al reputation and .unfairly . 

. impuqns his integrity.· These ·Charqei, Which are no more than mare 
. . . . . . ' 

. ' 

· allegation:~ .bY selt-inter.esteci· titiqan~a·, have .u~fort\Ulateiy been. · 

repeated by members of congress ·in ligis·la~i ve dabates and unfairly 

portraye~ .in the· press •1 . While de.tendants vi~orously deny. theit . 

. charqes, .. the oloud can not ·be ·e.onclusively liftQd unt1i the eharqes 

CLINTON tiB~A.RY PHOTOCOPY 
. ' 

- -··"- ·- ~ .. · •-- ~-·· • .... l,'l .. ··--



announced ·course of ~ddressinq . the .contern~t charge . either 

.. simulta.ne·ously with, or even ' after, -~a trial ·on the .. marits. 
' , ' ~ • I ' I I • ' ' ' • ' • 

. . 
1 .b.l140 Conq. R~c. S 11122:023, i; 11729 (Daily ed. Auqust _15, 

19~4) (r~arlts of. sen_._ Nickles). . At least some of the recen~ 111eaia 
attention appears to have been generated·. by the ·pla1ntiff1. 
themsalves, in conun~nioation• t~hiQ_h· may have· viol.ataci tha Court'; 
o~dar on . tha confidentiality of the settlement process. . au 
"Settlement·of Health 'I'ask fo~oe Suit;. Rejected," Washington Post, 

. Al7, August lf;, 1g94. · . While· plaintitts freell' ·repeat their 
·charges, Mr •. · M~gaziner. r.emains without· a forwn ·to conclusively 
· refute them.· 

3 ... 

. ' . 
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·, . . . . 

· Instead,. defatldants reqUest that the Court expedite ita. resolution 

of. the contempt . matters and do . &o ',at. the . earliest possible 
.. 

opportunity.· · To that· eng, . defenclants. ·will promptly tile· with the . 
. \ .• 

.. 

court a motion to recorisid~rits earlier deterral ot the contempt . . . . . .· 

. . . 
motion~ addressing· both the complete abseneo of any evidence· to 

' . ' 

suqqast .that ~~. Maqa.ziner was anythinq other than truthful in his 

prior declarations as W$ll.·as the propriaty of dispo1inq o.f the 
. .' ' . . . . . 

con~empt is ~;lues in the ·pte sent .Posture . ot the case~ Should· the 
. . . 

Court· nevertheless conclude· that fur~her· proceedinqa are nectssary 
. ; 

·following· review ot ·that. motion, defendants· aak th.at th~ Co.urt 
. . 

. promptly SChedule thOSQ proc·a;dinqs at the a·arliest possible date 

. ·available on the Court I i . docket. . . . . . 

Resp.ectfully submitted, 
. ' ... 

. FRANK · W.. HUNG~R . 
· Assi~tant Attorney ~eneral_ 

ERIC H .• ·HOLDER, JR. 
,. United states.Attorney 

JOHN A. ROGOVIN 
Daputy ·Assist~nt· Attorney- G&naral· . 
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.. so 'd ... 

DAVID J, ANDERSON 

p: I' I 1 

ELIZASETH A. PUGH 
THOMAS W. MILLET . 
DAVIb. M. SOUDERS · 

·ART!-' ·x •. RAI 
U.s·. Oepartment. of Justice 

.· · civil Dlvision . ' ·. 

Fede~a~. P:r:ograms Branch ·. ; 
9 01 ·1· St. , N. W. . 

' Washinqton, D.c~ 20530 . · 
· ·· ·.· ·TelephQne: (202) 514-3313. 

· ·. Attorneys t·or D~ten<1ants 

(. 
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Memorandum 

To: Mrs. Clinton 
Cc: Mack McLarty, Carol Rasco, and Ira Magaziner 
Fr: Bob Boorstin and David Dreyer 
Re: Proposed "Message Meeting" on Health 

January 25, 1993 

summary. At the earliest possible date, hold a two-hour meeting 
in the White House, with an inclusive list qf attendees, to hear 
recommendations from outside polling and media advisers on how best 
to communicate to the public on health. 

background. We may encounter a paradox when the time comes to 
'prepare a media strategy on behalf of our Administration's health 
care reform proposal. The most compelling features ofour package 
in policy terms_may not yield the highest public support-- even 
if communicated well. Some elements of the. proposal, which may 
make the biggest differences in the lives of average Americans, may 
not prove to be among the plan's most radical policy features. 
While the "message" will never drive the formulation of the plan, 
we may find that the priorities of the policy makers and the policy 

. communicators are at odds. We think it would be helpful to star.t · · 
a conversation that leads to a strategic agreement among both camps 
on how best to sell a health care reform plan that is.constructed. 
by the policy people. · 

Recommendation. We suggest a message meeting at which both policy 
and message people will hear presentations from polling and media 
people with experience. in the area of health care. We would invite 
a panel consisting of: 

* Dr. Bob Blendon, Harvard School of Public Health, who conducts 
public opinion polling for CBS/New York Times; 

* Ron Pollack/Arnold Bennett, Families USA, who do grassroots 
communications on health care issues; 

* Celinda Lake and Stanley Greenberg; arid, 

* Jeremy Rosner, Progressive Policy Institute. 

These panelists'can talk about the effective use of language, which 
events work to illustrate different features of the health care 

·crisis, pitfalls ex~eriencea during the short-lived catastrophic 
health care debate, how to create a public demand for the Clinton 
plan, and the anticipated activities of interest gr~ups likely to 
oppose the plan. 

1 
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Folldwing pres~ntations of fifteen minut~s by each panelist, we 
would encourage a lengthy question and answer period open to all. 
involved. The meeting would conclude with a discussion on strategy 
for presenting a plan. This group, or smaller elements of it, 
could meet periodically as the policy work advances. 

Again, we recommend the broadest possible participation of staff 
people involved. In spite of the size of the·a~dience, we think 
this meeting would be useful if led in a disciplined way. 

2 

CLINTON LIBRARY PHOTOCOPY 



Withdrawal/Redaction Sheet 
Clinton Library 

DOCUMENT NO. 
AND TYPE 

SUBJECTffiTLE .DATE RESTRICTION 

001. memo ·Ira C. Magaziner to Hillary Rodham Clinton, re: What Is Ahead And 
How To Organize For It ( 4 pages) 

05/0311993 P5 

COLLECTION: 
Clinton Presidential Records 
Health Care Task Force 

. ONBox Number: 1229 

FOLJ)ER TITLE: 
Draft Policy Book] [1] 

KaraEllis 

2006-081 0-F 

kel043 

RESTRICTION CODES 
Presidential Records Act- [44 U.S.C. 2204(a)] 

PI National Security Classified Information [(a)(l) ofthe PRA] 
P2 Relating to the appointment to Federal office [(a)(2) of the PRA] 
P3 Release would violate a Federal statute [(a)(3) of the PRA] 
P4 Release would disclose trade secrets or confidential commercial or 

financial information [(a)(4) of the PRA) 
PS Release would disclose confidential advice between the President 

and his advisors, or between such advisors [a)(S) of the PRA] 
· P6 Release would constitute a clearly unwarranted invasion of 

personal privacy [(a)(6) of the PRA] ' 

C. Closed in accordance with restrictions contained in donor's deed 
of gift.. . 

PRM. Personal record misfile defined in accordance with 44 U.S.C. 
2201(3). 

RR. Document will be reviewed upon request. 

Freedom oflnformation Act- [5 U.S.C. 552(b)) 

b(l) National security classified information [(b)(l) of the FOIA] 
b(2) Release would disclose internal personnel rules and practices of 

an agency [(b)(2) of the FOIA] 
b(3) Release would violate a Federal statute [(b)(3) of the FOIA] 
b(4) Release would disclose trade secrets or confidential or financial 

information [(b )(4) of the FOIA] 
b(6) Release would constitute a clearly unwarranted invasion of 

personal privacy [(b)(6) of the FOIA] 
b(7) Release would disclose information compiled for law enforcement 

purposes [(b )(7) of the FOIA] · 
b(S) Release would disclose information concerning the regulation of 

financial institutions [(b)(8) ofthe FOIA) 
b(9) Release would disclose geological or geophysical information 

conce~nin(~!~~<?>m'lhLlfB'RARY PHOTOCOPY 



THE WHITE HOUSE 

WASHINGTON 

May 3, 1993 

MEMORANDUM FOR HILLARY RODHAM CLINTON 

FROM: IRA C. MAGAZINER 

SUBJECT: WHAT IS AHEAD AND HOW TO ORGANIZE FOR IT 

Health care reform is crucial to the American people, but it 
will be an awful roller coaster ride on an untested course. 

· Whatever we propose, we and our proposals will be roundly 
criticized by many. · 

Much of the criticism will be put forward by people with 
vested interests who don't want change or who want it to be to 
their narrow benefit. However, much of it will be legitimate 
criticism from people who feel we are making mistakes and in some 
cases they may be right. 

The truth of the matter is that we cannot be sure about what 
will work best. We assembled many of the.best experts and 
practitioners in the country, we consulted with the best of the 
rest. We analyzed the best numbers available to levels of detail . 
greater thah anyone else has done. We have racked our brains to 
produce the best possible result. Yet we cannot be confident 
that we have made all the right decisions .. 

I tell you this not to alarm you, but to be honest about the 
minefield upon which we will travel these coming months. 

This minefield is made particularly treacherous by a peculiar 
characteristic of people. Often it is when we are least clear 
about the answers to hard questions that we become most fervent 
in our devotion to one explanation and one set of answers. 

Such is the case in Healthc;:are~ Apa~t from the special 
interests trying to promote their own ends, we will find 
theologians who are prepared to wage holy war on behaif of their 
own ideologies. We have tried to take the.best from all, but may· 
end up satisfying none. 

• Single Payer 

• Extending medicare to the country · 

• Managing competition with large purchasing cooperatives 

• Managing competition from insurance reform and incentives 
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for managed care 

• Controlling cost and providing universal access through 
individual mandates and economic incentives. 

To this must be added the following fights we will enter in 
to the middle of: 

• Non-insured vs. insured businesses 

• Pro Choice vs. Pro Life 

• ·Doctors vs. lawyers on malpractice reform 

• Federal vs. state advocates on social reform 

• Deficit hawks vs. doves on program size and financing 

• Economists vs. regulators·on cost controls 

• Medical specialists vs. generalists on medical education 
and ·fee strategy 

• Nurses vs. doctors on scope of practice issues 

to name a few. 

The good news is that since we cannot be.confident that we 
have all the answers, we can be flexible as we negotiate our way 
through the process. 

The.bad news is that the building of coalitions will be hard 
and they will be fleeting. 

The chances for faiiure may be greater than chances of 
success. That is why this hasn't been done before. The key to 
success, I am convinced, is momentum. Like sailing a boat across 
treacherous rapids, one must maintain forward movement. People 
and interest groups will not "jump ship," if they believe that 
the ship, battered though it may be, will reach the distant 
shore. If they have any sense tnat ou:r ship is foundering, they 
will find other transportation ~ndhelp to sink us. 

Despite the to~gh odds, I urge you to go ahead. Healthcare 
reform as you well know is ~undamental for· the social and 
economic wellbeing of the AJilerican people~ · If it does not occur, 
it will be difficult for the nation and this presidency to 
succeed. And, the chances are better now than they have been in 
half a century.· ~he "~indow of opportunity" may not last. 

To sucqeed, \<19 must organi~e ourselves. we must create a 
campaign organization which will work in harmony. We must run 

· this effort centrally in a highly coordinated fashion with a team 
which coordinates every day and is devoted solely to this 
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activity. We must put.an end to the dissension in our own ranks 
. _which has steadily undermined our own efforts. 

I. We should expand on the work already underway and set ~P a 
coordinating committee with the following functions.· 

• Ah interest group organization which has specific 
people assigned to types of groups. 

• A ·legislative strategy group devoted full time to 
health care. 

• A policy group to lead negotiations with interest 
groups, governors and Congress. 

• A message group to prepare speeches, develop the 
message, respond to attacks, etc. 

• A campaign organization to make best use of your time 
and that of surrogates. 

• A grass roots campaign organization to mobilize 
people and interest groups who are supporters. 

II. We should recruit people who are seasoned to lead some of 
these teams and to form a coordinating group. We have some 
people working inside who can play the roles, but we don't 
have the range of talent we need. We cannot depend on the 
cabinet or people from the departments alone to run this 

, effort_.. They have other priori ties. Some in the White 
House are too young. 

• We should try to interest Harold Ickes and/or Susan 
Thomases, to possibly coordinate-the campaign 
organization. 

• People like Mandy Grunwald, James Carvile, Paul Begala, 
Stan Greenberg, and Arnold Bennett should be brought 
in, some full time, .to wor~-on the message, 
communications, strategy_and campaign planning day-to-
day. · 

• We Sl:lOUld try' to recruit people like Dave }3arram and 
· Bo,b . ~randon t_o ·help with business or consumer group 
outreach on a regular basis. 

If you would like, _I will draw up a work plan for what I 
believe should be don.e to get ourselves organized. By May 17, 
the policy_will be done. as well as it can be done at this. point. 
It will evolve ·as we begin negotiating. 
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I think we should move into the next phase of our work 
quickly. 
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TO: 
I 

FROM: 

SUBJECT: 

TH( SCCRl TAR Y Of" HEALTH AND HUMAN SERVICES 

WA~,. •C. TON. 0 (. 10101 

IRA MAGAZINER 

DONNA E. SHALALA ~~~ 
PREMIUM REGULATION 

I understand that the regulation of health insurance premiums as 
the strategy for short-term cost-containment is under serious 
consideration. We are preparing a more detailed decision 
memorandum on short-term cost-containment, and will include this 
alternative among the options, but I have such grave reservations

0 

about premium regulation that I wanted to be sure that we do not go 
too far down this path before we discuss it with the President. My 
concerns about this approach are outlined below: 

Benefits will be reduced or additional persons will be excluded 
from coverage. 

In order to be sure that they remain within a premium cap, insurers 
ate likely to reduce benefits, increase enrollee cost-sharing, and 
increase cherry-picking and underwriting. Even if we try to impose 
a maintenance of effort requirement, our burden in monitoring that 

· requirement would be tremendous, particularly since we have 
virtually no experience in regulating private insurance at the 
federal level, and most of that ·experience has been bad. The 
result will be an extensive bureaucracy placing massive 
administrative burdens on consumers and insurers, which is still 
likely to be ineffective. While I am.familiar with -~ and agree 
·with -- much of the criticism of "command and control" regulation 
of provider prices, at least we know how to do that, .and have an 
existing, effective adm~nistrative infrastructure in place. 

Lack of adeguat~ available data with which to measure complianc~. 

·The federal government does not now collect the needed data on 
insurance premiums and only a minority of States collect even 
partial data. Although rat~s of increase could be established and 
premiums perhaps monitored in the future, we have no data with 
which to establish a baseline, and several years would be required 
to collect it.-._ 

Insurance reform will distort results. 

Reform of the small-group insurance market will be phased in during 
the early stages of implementing Health Care Reform. As insurance 
companies begin to eliminate underwriting for . pre-existing 
conditions and move toward community rating, there will be no way 

<). 
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to d~tetmine how much of premium giowth is due to reform and how 
much to inflation. With premfums currently varying as much as 300 
percent, movement toward the middle under community rating will 
move some premiums sign! f lcantly up or down, regardless· of the 
success or~ailure of efforts to hold down costs. 

' 

During this petiod, we can also expect to see substantial movement 
of enrollees from one plan to another. Without an accurate health 
risk adjuster -- which we are unlikely to have in the ne~r future -
~ ·we cannot adjust premium growth to accurately reflect changes in 
the demographics of an insurer's enrollee population. 

Inaccurate caps could lead to unnecessary bankruptcies and 
decreased insurance coverage. 

Because of our inability to establish accurate baselines or to 
accurately account for the impact of insurance reforms and changes 
in enrollee demographics, we could·iriadvertently set some caps too 
low and cause unnecessary insurer failures. As a result, increased 
numbers of persons could suddenly find themselves without insurance 
coverage. 

Premium caps could omit large segments of the market -- the self
insured. 

Self-insured plans represent more than half of .total commercial 
health insurance business. These· plans, of course, have. no 
premiums, and while we could use the Internal Revenue System to cap· 
the rate of tax-advantaged growth in employers' health care 
expenses, this would pose yet another set of administrative burdens 
and bureaucratic costs. ·· 

Insurers lack the toois for controlling costs. 

In the short term, prior to full implementation of Health Care 
Reform, insurers will not have the tools or authority to affect 
provider prices or behavior. Without market competition or price 
regulation, insure.rs will be asked to control premiums but without 
.the ability to control providers. The only methods available to 
them will be those described above -- benefit cuts, cherry-picking, 
etc. 

Premium caps are untested. 

Neither the states, nor the Federal government have very much 
experience with premium controls in ·health care. Efforts to 
control ~remiums for automobile insurance, a much simpler product, 
have produced results that have been at best, mixed. 
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CBO may not ciedit savings to premium regulation. 

For all the reasons listed -above, we have been given to believe 
that CBO would not attribute any·system-wide savings to premium 

·regulation. · · 

My staff and I would be happy to discuss these concerns with you in 
greater detail if you so desire. 

cc: Hillary Clinton, The First Lady 
Leon Panetta, Director, Office of Management 

and Budget 
Laura Tyson, Chaiz:-man, Council of Economic Advisers 
Lloyd Bentsen, Secretary, Department of Treasury 
Robert Reich, Secretary, Department of Labor 

' . 
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Memorandum 

To: Mrs. Clinton . 
Cc: .-Mack McLarty, Carol Rasco, and Ira Magaziner 
Fr: ·Bob Boorstin·and.DavidDreyer 
Re: Proposed "Message Meeting" on Health 

_ January 25, 1993 

summary. At the earliest possible date, hold a -two~hour meeting 
in the White House, with an inclusive -list of attendees, to hear 
recommendations from outside polling and media advisers on how best 
to communicate to the public on health. . . 

background. . We may encounter a . paradox when t}le time -comes to 
prepare a media strategy on behalf of our Administration's health 
care reform proposal. .The most compelling features of our package 
in policy ierms_may not yield the highest public support.:..._ even 
if communicated well. Some ·elements of the proposal, which may 
make the biggest differences in the lives of.average Americans, may 
not prove to be among the plan's most.radical policy features. 
While the "message" will never drive the formulation of the plan, 
w~ may find that the priorities of the policy makers and .the· policy 
communicators are at odds~ We think it would be helpful to start 
a conversation that leads to a strategic agreement among both camps 
on how best to sell a health care reform plan that is constructed 
by the policy people. -

Recommendation. We suggest a message meeting at which both policy 
and message peoplewill hear presentations from polling and media 
people /with experience in the area of health care. We would invite 
a panel con$isting of: 

* Dr. Bob Blendon, Harvard School of Public Health, who conducts 
public opinion polling for CBS/New York Times; 

* Ron Pollack/Arnold Bennett; Families USA, who do grassroots 
communications o'n health care issues; 

* Celinda Lake and Stanley Gre~nberg; and, 

* Jeremy Rosner, Progressive Policy Institute. 

These panelists can talk about the effective use of language, which 
events work to illustrate different features of the health care 
crisis, pitfalls experienced during the_ short-lived catastrophic_ 
health care debate, how to create a public demand for the Clinton 
plan, and the anticipated activities of interest groups likely to 
oppose the plan. · · 
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f . ;--·t.: 

.·Following pres~ntations af fifteen minutes by each panelist, we 
would entourage a lengthy question and answer period open to all 
involved. The meeting would conclude with a discussion on strategy 
for presenting a plan.· This group, or smalier elements of it, 
could meet periodically as the policy work advances. 

Again, ·we recommend the broadest possible participation of staff 
people involved. In spite of the size of.the audience, we think 
this meeting would be useful if led in a·disciplined way. 
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The next six months will be critical to redefining this 
Presidency, and you must be positioned to help that process~ The 
good news is that you can make_ a huge difference without receding 
into the woodwork or abandoning the causes and values you believe 
in. 

The clear message from discussions last week is that you 
have three key tasks-ahead: First, to help the President sort out 
his options'and focus on a'single well-defined, well-articulated 

·24--month strategy; second, to reduce negative perceptions of the· 
President. and you; ·and third, to build, energize,: and expand your 
natural base. · · · · 

. Although these goals are pot~ntially contradictory, you can. 
achieve all of them if you focus on issues and events that 
underscor~ your-humanity and compassion·and enable people to see· 
a side of''~you;·~ that too often was obscured during . the past year. · 

BACKGROUND 
. . . 

In general, the problem we face· is that American voters 
. sense a collapse .of the middle class and see no evidence of a new 
one replacing it. Today, the middle class might· be· more aptly· 
defined as "the anxious class." To them, the economic recovery is 
a cyclical event-:-- one too brief-and too superficial to.solve a 
deeper, structural crisis. Because of their ownexperiences -
job insecurity,· employers who seem disloyal, and all the other • · 
stresses of modern·life --many working' Americans view 
Administration claims of an economic recovery as utterly divorced 
from reality. . 

·More specifically,_the President has been so.undermiried by 
the press and others that he now has a seyere image problem. 

· According to pollsters, he is not viewed as decisive, bold, 
visionary, vibrant, or having a moral foundation for his . 
Presidency • Rather, the prevailing view is that he has no 
backbone,· that "there's· no there, there." · 

. . . . . . . 

Even wheri voters .focus on the President's agenda, they don't 
·.view him as. a leader determined to empower hard-working 
Americans,·but as·a "big government liberal." However fallacious, 
that image was cemented during heat~h care reform and now colors 
the view of his Presidency overall. 

Antipathy among Republicans and conservatives for this 
Presidency_is strong, deep, and very visceral .;.._ worse than 
.liberals felt for Nixon in the early 70s or blacks felt for 
Reagan in the 80s, according to pollsters. 
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IMAGE PROBLEMS YOU MUST COUNTER 

Itls no surprise that some Americans can't· h,andle smart, 
. tough, independent women. And that's the image most Americans 
have of you (even die-hard supporters, who view those . 
characteristics as positives) •. F.ew Americans think of you in 
personal terms (warm, caring, funny, kind, maternal) or have a 
sense .of your deep. love of children •. Given such a distorted view 
of who you are, your "very negativeti rating in the most recent 
sampling was higher than the President's -- 27 percent compared 
to 25 percent. Obviously this is· partly the handiwork of the . · 
Radical·. Right arid the radio. talk.· show hosts who have much to gain· 
by painting an unflattering portrait of you. · . . . . . 

Most problematic is that the stronger_ you appear, the weaker 
the President appears. Conversely, if.he seems weak, your 
intelligence, strength, and decisiveness increasingly ar:e viewed 
as negatives because.they'are portrayed in contrast to him. 

This was not always the case. At the outset, most Americans· 
had a favorable impression of you. They saw you traversing the 
country~ listening to·ordinary people's concerns. They focused on 

· your background as a children's . advocate and a voice.· for family 
values •. Even if they weren '.t ·used to your role as First Lady, 
they grudgingly respected your boldness, your intelligence, and 
your moral passion~ · 

Two events allowed the misperceptions to take hold • 

. First, the legislative battle over health care reform, when 
·you were rarely seen talking to ordinary. folks, but more often . 
seen conferring with-Senators on Capitol ·Hill, leading the fight• 
(as the official chair of the President'.s task force) to change· 
the health care·system. In some people's rilinds, you were no 
longer. the· caring leader of a public outreach effort but the 

·protagonist-in a partisan, political drama. Negative references 
in the press and elsewhere about your role as chair of the task 
force reinforced that view. . . 

Second, the· commodities stories. However· unfair and untr~e ·· 
they were, they did ·damage by lendJng the impression that • you . 
were cut off from real people. And they created a wholly . . 
inaccurate notion that you·were·elitist, wealthy, ei:nd·a person 
who grew up in an environment of total privilege. 

HOW TO.SOLVE THE.IMAGE PROBLEMS' 

Softening your image does. not mean being someone you aren't.·· 
It means being_careful about language and tone and revealing more 
of your personal qualities. The general prescription is· . . 
straightforward and should not prevent you from expressing your 
opinions and ideas~. 

2 

CLINTON LIBRARY PHOTOCOPY 



1) Pick issues and everits that help accentuate your personal 
rather than your political, wonky· side • 

. 2) Stay away from heavy policy debates and issues· with 
. ideological content. 

3) Return to what you did at the beginning of the , 
~dminist~ation, when you were .viewed as the ultimate "listener," 
someone who soaked up the misery of hard-working Americans and 
provided them an empathetic and sympathetic ear. ··(During the 
outreach phase of health care you were very successful at weaving 
real people and their stories into. the President's vision for . 
America and his agenda_· for change) • 

In short,·your actions and words should convey very 
powerfully that "the.First Lady is listening.". 

::·.J···i.t 

SOFTENING THE IMAGE 

-Your staff and friends know ;ou;re an extremely warm, down~ 
.. to-earth person, but the public doesn't know it.· To counter 

impressions that you're only a tough-talking, .. businesslike. 
· lawyer, you can show more flashes of humor and· reveal more about 
.yourself, especially when your own experiences mirror the . 
experiencesof hard-working Americans. This doesn't mean giving 
away deep dark secrets or compromising your pr~vacy or integrity~ 
It means letting people in.on the fact that you worked summer 

· jobs to get through school·· (something most of ·your staff doesnit · 
kriow), too]{.some time off when Chelsea was born, or made sure 
that new mothers on your staff were given the flexibility they 
needed to do .their jobs. · 

· It also means allowing the public to see you do everyday 
things that they can· relate to: shopping· frantically for · · 
Christmas presents, caroling (maybe with Chelsea and some of. her 
friends) during the holiday seas~n,- working out, ·making scrambled 
eggs for Sunday brunch, going to a local arts. and. cra(ts. show I··. . 

relaxing on the sofa with a magazine, or having friends over for 
a casual meal or picnic. · · · · · 

It also. would help if Americans had a stronger sense of the 
First Family.· as family·-- ·not through contrived photos, but· 
perhaps by releasing photos from time-to..;..time that depict all of 
you together· in informal settings. · · · 

Finally, Americans must. be reminded of your love of . . 
children. This can be accomplished by focusing on issues relating 
to children (more on that later), and by making sure your 
interactions with children· don't go unnoticed. It might also be 

··nice to host some· specific children's events at The White Ho:use. 

·In your official role as First Lady, there are several win-
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win opportunities. 

Honorary Chairs Accepting honorary chairs is important 
because you look·accessible·and are viewed as participating in 
good.causes.· But when you turn down·honorary chatrs, it's 
inexplicable to most people (except when·the cause simply doesn't 
make sense) . Honorary chairs play to your strengths by reminding 
people that you have a long histoiy of service, of giving, of 
volunteering, and of caring about peopleis problems. 

. . Establishing a connection to your Washington community 
There are ~amilies, children, schools, and institutions 
struggling for survival· here.· Minutes from the White. House th'ere 
are endless opportunities to showcase your concerns, as well as 
underscore your openness and·compassion for.people·in difficult 
circumstances. This would help galvanize women and minorities, 
both of. whom are crucial to the Administration. And i,t: would help 
undo impressions that you are aloof and stand-off-isq~~, or. 

·oblivious to the problems and tragedies of real peopfe' •. (NOTE: In 
The.Wasbington Post on sunday, Sally Quinn has a long piece in 
Outlook about .the city's infant mortality problem. In it, she 
pushes the idea that Marion Barry should enlist your support. In 
an interview with her, he expresses great enthusiasm about. 
getting you involved). · .. 

Host White House Events that reflect your·personal interests 
and concerns.-- Events like the R & B night,.or a mystery writers 

. dinner, or an evening of children's stories. Also, building ·on .·· . 
the choice. of Maya Angelou as Inaugural Poet (a tremendous symbol 
of inclusion for women and minorities), it might be nice to host · 
a series bf cultural/artistic events that showcase the diversity 
of American culture. · 

' . 

·These sorts of activities will give people a stronger sense· 
· . of you as a person, rather than as an "official'' who is making 

policy decisions. They also will help insulate you from likely 
attacks from.the Religious Right and the new House leadership, 
who have beguri caricaturing you and the Pres~dent as 
countercultural lefties. Allowing people to knowyou as a person 
will be of pa:rticular importance during expected hearings on 
Whitewater. · 

.·ENERGIZING YOUR BASE 

~he trick is how to do all of the above (e.g. soften the 
image) ·and still energize and expand your natural base.· The best. 
way is to focus on families, children, and women • 

. Obviously I women are key. In races where women voters were 
energized in the last.election, Democrats won. Chiles, Kennedy, 

··and Robb all held large margins among _women voters. But Democrats 
fared poorly if they didn't reach out to women voters on choice, 
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personal· safety, or .economic issues. And overall, we lost non~ 
college· educated women, who should be part of our base. 

It's important to remember that you can't focus on women to 
the exclusion of men. You need to speak to women's concerns in 
language that also resonates with men~ That can be done by 
stressing families and children ahead of women, and particularly 
by focusing on economic, family, health, and personalsecurity. 

In reaching out to the so-:called "new middle-class,".you 
. also need to adopt a Populist edge that shows you are fighting 
. for working families; not for the powerful. Your role should not 
be connected to Congr~ss or be dependent on Congress iil any way. 
You must be viewed as helping people, lending.support, but not 
running the government. 

. . 

ISSUES AND THEMES THAT REFLECT YOUR CONCERN FOR FAMILIES, 
.· CHILDREN AND . WOMEN . ~~ 1~· 

. . 

1. VIOLENCE (against children) 

You can become the.most visible and articulate voice against 
violence in the country by listening to and articulating people's 
concerns about violence. Violence in· general, and particularly · 
violence in schools, is a constant worry for almost all parents 
today •. Parents fear they will not_see·their children at the end 
of the school day· or that their kids will not live long enough to.· 
reach adulthood. · · c · 

This issue has enormous emotional content for women and 
blacks. By focusing on violence at a time_when the GOP will 
exploit class and race warfare on social issues, .you can be seen 
as a force for coming together. You can also highlight benefits 
of the crime bill, such as-recreation centers and expanded school· 
programs, and demonstrate that viol~nce is an issue the . 
Administration takes· seriously. And you can return to your own · 
important theme of personal responsibility. · · 

. . .· . . . 
. . . .· 

However, you shouldn't use violence as a vehicle to go aft~r 
the NRA or a specific policy, but to show you are listening to 
people's fears and spotlighting how real people struggle to keep 
their families secure. . · 

You ·can talk about violence ·on a human ~cale, and as a . 
public health issue. For example: 

Visit a family or community that has lost a child to 
violence (like the family of the 16-year-old boy who was beaten 
to death outside Philadelphia last week, ·or the kids who were in 
the swimming pool here in DC when the gunshots rang out last 
s~er). . . 
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· -- Highlight effor,ts being made by communities, 
neighborhoods, and institutions to curb violence -- particularly 
ones benefiting from the crime bill, the Brady bill, or.other 
anti-crime efforts we've made. For example,· .the Department of 
Education and HHS have a partnership on a community school 
initiative that enables sbhools to stay open 24 hours a day to 

• , r . • , ~ , 
prov1.de recreat1.ons and programs to k1.ds who m1.ght. otherw1.se be 
on the streets. The funding goes to community-based organizations 
whose work helps keep their cominuni,ties secure and encourages 
schools and the larger communityto work together • 

. -- Highlight the work of specific organizations, such as 
Mothers Against·violence (maybe even join them one night for a 
phone-a-thon), the_ Catholic Bishops (who released a letter last 
week underscoring community projects), ·black churches, police 
officers,.Neic;Jhborhood Watch groups, ~nd so on. · 

·.· 
' ' .. :· 

. · 2 •. BLOOD; :SWEAT, AND TEARS (JOB DOWNSIZING AND ECONOMIC ANXIETY) 

Job downsizing today.mostly affects men, but job insecurity 
amon:g mert andwomen threatens the health and well-being of many 
families~ Often, having two parents in the workplace is the only 
means of economic survival for a family. Even with jobs, parents 
find themselves with inadequate health insurance, living on a 
shoestring, and worrying constantly about the child care 
arrangements they've made for their children. 

Hearings on Family Stress and Job Dowrisizing·--Following up 
on Women·count; you could participate in hearings across America 
in which you listen to men and women artdculate their anxieties 
about jobs and families. You could even expand on the Women Count 
survey and highlight the results in forums around the country. 

Child Care ---This 'is probably.as emotional an issue for 
American women as abortion. And it certainly is a .source of .great 
anxiety for all working parents.· · ' · 

' ' . 
• I • • ' . 

While there are programs providing federal assistance for 
child :c:are (which are critical to -welfare reform and, no doubt·, ' 
will be under. attack as emblematic of the welfare state}, the .. 
accent must b.e on middle-class workers. · Here government can play · 

. a vital role with .health and safety guarantees. There are joint 
initiatives with. HHS and the CDC which can be highlighted as 
examples of "gove:tnmentworkingfor you." 

You also can visit places that are creative and successful 
in developing new .child care strategies. Los Angeles has set up 
after-hours care.to help their police .officers cope with family. 

· obligations. You can visit. corporations like Stride Rite whose 
· family-friendly work policies· extend to day care at the work ·· 

site. Or you can talkto women who must leave for their jobs so 
early in the morning that they phone their· kids from work in the 
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morning to wake them up. (The editor of Working Woman magazine 
highlighted this issue at the magazine editors' luncheon with you· 
at the White House). · · 

Working· Women -- . Issues affecting working w'omen ·need to be 
couched in the context of family. As Betty Friedan said, "We need 
to advance the economy for.men and women." 

.. Even so, as part of a year-long scene-s~tter for Beijing, it 
·is crucial· :that we dispel notions (sure to be perpetuated by the 
Religious Right) that.you are part of.some,feminist cabal meeting 
in China .to plot a takeover of the world. Everything you do 

· leading up to Beijing. must reinforc_e the .. fact that the conference 
is for all kinds of women and reflects'the concerns of families 
as well •. · 

·Keeping that in mi~.,y6ucould meet.with women in different 
forums to build on theYidea·' that "The. First Lady is Listening" to 
their concerns and forwarding them. to the President. You can 
relate women's real. life eXperiences to your own -- just as you · 
did so powerfully in the Women Count press conference. You need 
to show that you identify with the average woman's work life and 
e~erience~ 

One way might be·to have "workdays" where you do different 
jobs alongside wom.en -- at a check-out counter, day care center, 
hospital, library, farm, or even with a stay-at-home mom. 

on a quieter note, you could meet with NGO.women and other 
groups that will be crucial to future outreach efforts. 

You .could also convene regional meetings to showcase the 
. women of the Administration and what their agencies are doing on 
behalf of women. 

(In conjunction with the 75th Anniversary of the .Women's 
Bureau, DOL is working on Women At Work television gala). 

3. WOMEN'S HEALTH 

The health issue is still yours arid your best moments were 
listening to Americans on why our·health care system needs to be 

. fixed •. Celinda Lake said you still. poll as the most credible 
voice on health care. · 

Several fronts are of particular concern to women: breast 
cancer, menopause hormone treatm~nts, surgical procedures (such. 
as hysterectomies), preventive care, prenatal and neonatal care, 
stress, depression:, .osteoporosis, and independent living and 

·.elder care. · 

The.se issues cut across all economic and ideological lines,.··. 
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and you.have many options for how to further your own 
involvement. 

--A White.House Conference on Women's Health with .a hook-up 
to regional locations, and perhaps with a role for women's · 
magazines. · · 

. . ·--Foi:ums.you could attend around the country to highlight· 
· specific women's health issues. · 

. ; . . . . . . . 

--·A meeting-with all of the. co-chair~ of the Breast Cancer 
coordinatingcommittee that the Administration established to· 
address all issues relating to breast cancer, from research_to 
prevention· to treatment. It's ·.a wonderful· example of ·government· 
pulling togethe_r. the key players. · 

. . . . 

--:- Focus on adolescent girls"~ he_a~t.h. Issues such. as . 
·.prevention, ,self-..-esteem; eating disor(lers~ exercise, nutrition, 

mental health, teen pregnancy, and so on. This is the least 
addressed segment of. the population in terms of health care. Your 
efforts to illuminate the· special problems of teen health could 
be joined by gi:rls' magazines, the YWCA, Girl Scouts, the Junior 
League, and others. 

Elder/Adult c~re -- This is~ue is critical to wbm~ri 
between.ages of-50-:-65. Accbrding t.o the AARP, the numbers are off 
the charts. Th.ere is real concern not just about quality of care 
but about the poor treatment of employees, who work under · 
horrible conditions for minimum wage salaries. We need to find 
out if there is a way to ti~ Medicaid reimbursement to nursing 
homes for better treatment of workers. This. issue not only will 
resonate for families in need of elder. care but also will help us 
with labor. · · · · 

· -~ Possible government initiatives: 

* A. 1-soo-N1JMB:ER yo\).' could launch for women: that would be a 
clearing house for health information. 

· * Medicare only covers mammograms every other year for 
eligible women. We are exploringt};le possibility of changing that· 
to guidelines we used for HSA -- every.year when medically. 
appropriate or necessary. [You_have a list from Chris Jennings of 
other possible Medicare changes). · 

. . . . 

*.on the issue of breast implants, the FDA has taken action 
to approve ·implants solely for women who join ·a clinical trial~ 
There is a ~cla~s ·action suit in progress for the women who are 
currently plagued with adverse consequences. (Let us know what 
kind of specific information you want).· · 
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4. CHILDREN 

Chil.dren · are woven . into many of the above topics, 
particularl~ violence. But as the GOP targets program~ that 
directly or ihdirectly affect. children, your voice as an advocate 
for children becomes even more crucial. 

Clearly, this is an issue· on which you have great 
credibility and orie iri'which your leadership should be beyond 
question. Keeping a strong focus on children not only. is an , 
important cause, but it can focus public attention on your long 
involvement with children and your wonderful track record on 
these. issues. Further, it can help us outflank the Religious 
Right as they seek to label you and the President 
"countercultural,"' "anti-family~" and so on. 

Most. immediately, ·you need to . appear in. settinga-=with 
children that remind Americans of. your concern, conunitfment' and 
experience. · 

. . . . . . 

~-Visit schools and meet with parents totalk about the 
importance of their involvement. That will underscore an 
Administration initiative on parental· involvement in schools and 
will enable you to enhance your status as a "listener" and a 
compassionat~ figure. 

-- Visit a successful Head start program to show the 
Administratio!l's progress in meeting parents'· needs, improving 
quality of care and instruction, .. and demonstrating how , . 
communi ties are involved in making improvements in programs. 

--.Go to he~lth clinics to publicize immunization programs, 
particularly as the Administration program kicks ·in. 

-- Hold a foruin for kids where they can talk to you about 
their fears, ll:opes, and anxieties. 

S. COLLEGE POPULATIONS 

We. lost ground with young voters in the mid-term elections. 
One reason appears to be that they,, like older adults; are 
panicked about their economic·futures. 

. . . . . . . . . . . 

Given your. appeal .. as a . role model for young women I a long 
withthe Administration's financial aid reforms and launching of 
Americorps, there are great opportunities for you with ·.this 
constituency. · 

. -- Large forums on campuses (in targeted states), combined 
with smaller,. more personal meetings.where students get a sense. 
of your personal warmth and concern. 
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THE WH.ITE HOUSE 

·wASHINGTON 

June9, 1993 

MEMORANDUM FOR MARILYN YEAGER 

FROM: Mike Lux 

SUBJECT: Your Work on Health Care 

Given where we currently are on the health issue, I would suggest 
that the following three projects would be very helpful to us: 

1. 'Being the point person for our individual CEO endorseme~t 
strategy. Attached is a list of the businesses that I think are 
our most helpful t~rgets for a CEO endorsement. They come 
primarily from .three sources~ · 

member businesses of the National Leadership Coalition on 
Health Care Reform 

member businesses of Businesses for Social Responsibility 

businesses where Ira M~gazinet has had conve~sations wit~ 
the CEO that made him optimistic 

I have asked Alexis Herman, Caren Wilcox and Ainy Zisook to add 
any businesses that they think are good targets based on a good 
relationship with the President or other factors. It ~ould be 
worth checking with Mack, Rubin, Commerceand Treasury for 
·additional ideas. 

These businesses - their Washington reps and their CEOs - need to 
be worked one-on-one. My recommendation is that you: · 

a. Do an initial call -to each of them (maybe the Washington 
rep) to get a sense of how they are currently feeling about · 
health reform. 

b. Work on a phone and meeting strategy. involving yourself, 
myself; Amyi Caren, Alexis, Mack, Bob Rubin, Treasury, · 
Commerce, SBA. · 
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c. Think through other high priority meetings for the 
President or First Lady. 

d. Keep adding to the potential business supporters list. 

2. Managing the necessary foll6w-up with all the business 
associations with which we've already had meetings. We've done a 
good job meeting with a wide range of business associations over 
the cours·e of the last· few months. It's important in the end · 
~arne that we don't drop the ball and tick people off~ You should 
make sure and touch base with government relations directors or 
the executiVe director of each association at least once betweeri 
now.and announcement. Attached is a list 6f all bu•iness 
associations with which administration officials have met. 

3. Be the free safety with provider groups. Ira has done an 
outstanding job working with the big provider groups. We need to 
make sure that the medium sized groups (ACP, AAP, CHA, etc.) feel 
good about us - I think they do - and also deal with crises or 
requests that come up. Because of your knowledge of this 
constituericy, you should plan an active trouble-shooting role in 
this area. 

I hope this is a helpful beginning as we think through your 
health care work. Let's talk soon about any additional or 
different ideas y6u have on this topic. 

· cc: Alexis Herman 
Steve Hilton 
Amy Zisook /. 
Ira Magaziner 
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THE WHITE HOUSE 

WASHINGTON 

- February 9, 1994 

MEMORANDUM FOR THE PRESIDENT 

FROM: Patrick Griffin 
susan Brophy, 
Steve Ricchetti 

SUBJECT: Plan for Congressional Contact 

. . 

The following is a plan for Member·contact for the 
. President. We have broken Members down into four categories: 
those who are consistent sup~orters of ~he President who requir~ 
additional attention from the Pr~sident; those who we want 
cultivated as the President's core supporters who are prepared to 
"walk through the fire with us"; those who require individual 
.attention; and finally a list of members who are targeted because 
they have been identified as swing·votes on health care and other 
issues. 

In each category we are recommending specific activities, 
timetables and frequency of contact. 

A. Consistent Supporters 

There are 187 Members of the House and Senate who have 
supported the President on his major initiatives. (List 
attached) 

We believe a strategy to engage these Members more 
frequently and in a social setting will continue to ensure their 
loyalty to the President. 

We are recommending two sets of activities: 

1. Five dinners with 40 Members and their spouses at each. It 
will require five weeks, one dinner per week, to accomplish our 
goal of inviting the President's most loyal supporters to the 
White House for a social function. 

2. We also believe that these social events should be coupled 
with small substantive meetings with the President to establish 
an ongoing dialogue about the Administration's priorities. We 
recommend eleven meetings (one hour); with a maximum .of fifteen 
Members in each, over the course of the next three months (one 
per week) . 
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B~ Fire Walker~ 

_We are suggesting that the Presid~nt develop a core group of 
supporters, upon whose ad~ise and assistance he can rely over the 
long term. We have identified eleven Members of the Senate and 

.thirty seven House Members with whom we believe the President can· 
build durable and sustained personal relationships. This group 
wilt serve as the foundation of the President's support in 
Congress and will help the President be better informed about 
what is achievable legislatively. 

Senators include: Mitchell, F6rd, Daschle, Breaux, 
·Rockefeller, Leahy, Pryor, Boxer, Dodd, Hollings and Reid. 

House Members include: House leadership (Foley, Gephardt, 
Bonier, Hoyer, Fazio, ·Kennelly, Derrick, Lewis and Richardson) 
and the following others - Eshoo; Durbin, Dicks, Mfume, Frost, 
Lowey, Hamilton, Murtha, Pelosi, Price, Synar, G. Miller, 
Becerra, DeLauro, Frank, Glickman, Gjedemson, Meek,· Flake, Past·or 
and Rangel. 

To accomplish this we recommend that one or more of the 
following activities be undertaken at least once a month: 

1. Informal Friday night dinners; 

2. Strategy sessions after work over cocktails in groups of five 
to eight Members, segregated by chamber; (One per week for six 
weeks will accommodate all of the Members listed above.) 

3. Invitations to movies; 

4. Camp David overnights in small groups. 

c. Individual Attention 

There are ~ix Senators and eight House Members who we 
believe are so important to the President's political and 
legislative fortunes that they should be contacted by the 
President by phone on a weekly basis. In addition, individual 
meetings with each should be scheduled at least every other 
month. 

This group includes Senators - Mitchell, Dole, Moynihan, 
Bird, Kennedy and Breaux, in addition to Representatives - Foley, 
Gephardt, Rostenkowski, Dingell, Natcher, Stenholm, Brooks and 
Michel. 

In addition, all of the Members listed above should be 
considered when invitations are extended for the following: 

White House dinners for any purpose 
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Kennedy Center box 

Golf 

Tennis 

Running 

Movies 

D. Targeted swing Members of Congress 

We have identified this list of Members, some organized by 
ideological group,. for special attention because they represent 
the balance of power on _health care and many other important 
pieces of legislation. We have listed targeted Republicans from 
the House and Senate, whom we and Majority Leader Mitchell 
believe have the potential to support the President. 

Our approach to dealing with these Members is as follows: 
in the Senate, at a working breakfast or lunch, the President 
should meet with the following group: E~on, Johnston, Bryan, 
Nunn, B. Kerrey, Heflin, Robb, Kohl, Shelby, Lautenberg, Boren~ 
Campbell.and Lieberman. A separate meeting with the following 
key Republicans should be scheduled: Jeffords, Hatfield, Cohen, 
Danforth, Durenberger, Kassebaum and Chafee. 

In the House we recommend that the President meet with the 
following four groups: Conservative Democratic Forum, Mainstream 
Forum, Single-Payer co-sponsors and targeted Republicans. 
Targeted Republicans include: Boehlert, Shays, Snowe, Lazio, 
Fish, Walsh, N. Johnson, s. Horn, Gilchrist, Houghton, Quinn, 
Ramstad, Upton, Roukem~, Torkildsen, Regula and Ros-Lehtinen~ 

As the Speaker and House Majority Leader noted in the health 
care meeting this morning, we should be cautious in reaching. out 
to these Republicans and our strategy needs to be coordinated 
with the leadership. -

This would require six meetings over the course of the·next 
two months. 

E. Health Care 

Senate 

Senator Mitchell has recommended that the President meet in 
small groups with every Democratic Member and with key targeted 
Republicans . We recommend groups of seven with the following 
breakdown: four co-sponsors, one liberal and two moderate·non
co-sponsors. 



House 

We will continue to meet with the Leadership and Chairmen on 
a regulat basis to disc~ss legislative strategy for the duration 
of the Health Car~ debate. The general membership of the House 
will be accommodated by the caucuses and other group meetings 
outlined in parts D and F. 

This would require nine one hour meetings over the next·two 
months. 

F. Additional Outreach 

- To extend the outreach of this congr~s~ional relations 
strategy, we recommend that the President should also meet with 

· the following caucuses and groups: Freshman, ~Hispanic, CBC and 
Women. This would require four meetings over the next two 
months. · 

G. '94 Elections 

Minimally, we·believe the President must also have two to 
three 1-hour meetings per _month with members in marginal races 
from.the House· and Senate. Joan Baggett is outlining a specific 
strategy to accomplish this goal. 

H. Travel 

This plan contemplates that Presidential, Vice Presidential 
and First Lady'travel will be directed both toward targeted 
members for our Health Care strat~gy and in accommodating the '94 
Campaign ~trategy outlined by Joan Baggett. 

Lists of the groups and caucuses identified in this ~emo are 
attached. 

Note: This entire strategy can be accomplished by dedicating 
12 hours of .Presidential time per week during the · 
course of the next 2 1/2. months and can and should be 
repeated before the August recess. 
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MEMORAND.UM 

TO: Hillary Rodham Clinton . Aprill7, 1998 

FR: . ·Chris Jennings 

RE: Senator Kennedy's Employer Mandate Bili 

cc: Melanne, Jen. 

Next Wednesday, Senator Kennedy is planning on introducing a health insurance mandate bill. 
This legislation, which is strongly supported by the Labor community, would require all firms 

- with 50 or more employees .to provide health insurance that is equivalent to the Federal 
Employees Health Benefit Plan's Blue Cross/Blue Shield standard option: 

. . 

Senator Kennedy would of course love you or any other high ranking Admiilistrationofficial to 
join him in the introduction of his "Health Care for All" bill .. However, his office indicated 
yesterday that they do not have great expectations that we will be able to do this. They are 
hoping and requesting;, however, that we be as positive as possible about our public statements 
about the legislation. This memo provides some background information on the strengths and 
weaknesses of the bill, as well as my suggestion for our public position on it. 

BACKGROUND 

By requiring firms of over 50 or more employees to provide health insurance, Senator Kennedy's 
8'li page bill would help less than half of the 41 million Americans who are uninsured. Covering 
so.many Americans so quickly would be a remarkable achievement; it would be a much more 
efficient way to cover large numbers oftheuninsured than the st~te incentive approach we took 
with the new Children's Health Insurance Program. 

As you will recall, however, the hardest to reach and most disproportionately represented 
uninsUred do not work or have families who work in these larger firms. As such, at least 20 
million uninsured Americans would not be covered by Senator Kennedy's bill. Moreover, 
because hls approach does not cover all employers or employees, it might well accelerate the 
trend for medium sized businesses to split or subcontract out to avoid providing health benefits. 
In addition, because it does not provide for any subsidies or cost containment provisions, some of 
the workers who would be required to pay 25 percent of the premiums might well find the 
insurance to be unaffordable. 
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Spending much capital on a bill that carries the "heavy lift" of an employer mandate, has serious 
policy shortcomings and has no charice of passing seems ill-advised. It could distract attention · 
away from the "Patients' Bill of Rights" and play right into the hands of Republicans who are 
desperate to score political points using their "Clinton-Care, Gove~ent t~e-over" rhetoric. 

RECOMMENDATION 

We cannot and should not ever run away from our commitment to develop approaches to assure 
access to affordable, quality health coverage for all Americans. As such, even though Senator 
Kennedy's legislation is far from perfect, we clearly cannot not be critical of his bill. Having said 
this, there are ways to position ourselves that maintain our fundamental commitment to universal 
coverage without providing an outright endorsement of Senator Kennedy's bill. I would suggest 
that our public position on this bill should be something like this: 

We welcome Senator Kennedy's bill to provide insurance coverage to millions of Americans. 
His commitment to this issue has been unwavering for decades, and we commend him for his 
work. Because we recognize that this Congress will not likely take up, much less pass, Senator 
Kennedy's bill, we believe we should focus most of our efforts this year on those initiatives we 
have the opportunity to pass this year -- tobacco; patients' bill of rights, and the President's 
Medicare buy-in proposal. . As always, however, we stand willing to work with Senator Kennedy 
and other members from both sides of the aisle to develop new and long overdue insurance 

. coverage options. 

I hope you find this information to be useful. Please advise me if you have any concerns with the 
above recommendation. 

p.s. We are working on the outlines of your Harvard Medical School commencement address. 
We will be talking with Ira, Paul Starr, Uwe Reinhardt, and others early next week to go over· 
some ideas. 
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0 March 12, 1993 

MEMORANDUM TO DAVID WATKINS 
HOWARD PASTER 
MARK ·GEARAN 
PATSY THOMASSON 

FROM: JENNIFER O'CONNOR-
.-

SUBJECT: MEETING TODAY WITH STAFF OF HOUSE APPROPRIATIONS 
TREASURY, POSTAL SUBCOMMITTEE 

For your information: 

Ron :Rasmussen (Director of Financial Management at the Office of 
Administ-ration) and I met today with the staff of the House 
Appropriations Treasury, Postal Subcommittee. It was described as an 
informal meeting for us to brief new staff about how the Executive 
Office of the President is set up and works. -

The meeting was fairly hostile, both from the minority and majority 
staff. Their issues were: 

1. Health Care Working Group 

Apparently, last year, this committee had a bitter battle over 
the Council on Competitiveness. The· minority staff indicated to 
me that they believe that the HCWG is the same thing and they -
want to raise the ~oof about it to make up for last ye~r's fight. 

They want to know the fine details about how many people work 
full time on it; who pays for all of their expenses from printing 
to rent to phones; who supervises the staff; where the offices of 
the 500+ people reported to be on it are, etc. They repeatedly 
emphasized the fact that they believe it is the same animal as 
the Council on Competitiveness. 

At the moment, I- am working with Steve Neuwirth to figure out the 
funding mechanism for the HCWG ... 

2. Supplemental 

Hoyer's staff said they f~el strongly that they do not want to 
have to defend a straight supplemental. They think we need to 
request dollar for dollar transfers for any extra money we need. 

The minority staff said they want our computer and phone requests 
to be "reasonable" and that "a bunch of 23 year old yuppies" 
should not come into the White House "expecting to see the 
Johnson Space Center." 

3. Jogging Track 

They just have basic questions about how much it. costs, who is 
donating to it, etc. 
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November 6, 1993 

MEMORANDUM TO THE PRESIDEN'r 

FR: MARLA ROMASH 

RE: Additional Health care Information 

I. BACKGROUND: 

Here is the additional information you request-ed at this 
.morning's briefing for "Meet the Press." 

II. RECOMMENDATION 

A. on th~ insurance companies: while the memo that follows 
reviews some of the incremental reforms portions of the·industry 
have been willing to consider, it is important that you do not get 
into this level of detail. Your responses should be guided by the· 
language in the two-page Health Security themes memo you received 
and its emphasis on security. 

That is: · The insurance· companies· don't like the plan because it 
makes it illegal for them to indiscriminately raise rates, illegal 
for them to deny you coverage because you get sick, illegal for 
them to put a limit on the benefits you can· receive, .taking away 
coverage when you need it most. They've forgotten why insurance 
companies were created in the first place and they've abandoned the 
old-fashioned principle that was at the industry's foundation: 
insurance is about sharing risk and everyone taking responsibility. 

B. On the shift from welfare to work: because of the issues 
raised in the memo that follows, it is important that your comments 
be carefully worded. The recommendation is ~hat if you make this 
point it should be to say: one study suggests that universal coverage could reduce 
welfare caseloads by up to 25 percent. 
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~~~~ND~~~NE~~·MORANDUM 
DETERMINED TO BE AN 

TO: Hillary Rodham Clinton . . . . ADMINISTRATIVE MARKING 
Steve Edelstein, Maureen Shea · INITIALS: 00 . DATE: ..LiKzJ.J.J_ FROM: 

RE: 
DA: 

Notes and Profiles for Colorado Health Care SUlll.Iliit d,Do((J- o ~/0 -F~ 
March 11, 1994 

Colorado Notes: In February the Federal Trade Coliunission said it wanted to block 
a hospital merger in Pueblo on antitrust grounds. It is a move that is considered· to 
have major implications for other hospital consolidation plans. 

Also, the Colorado Health Care Summit' where the First lady is scheduled to speak is · 
one of those organized by The Columbia Institute. These are the "stacked" town halls 

-which the Washington Post featured on March 7. 

The Denver Post included a feature story February 13 on Jo Ann Matthews who 
.·wrote to the First Lady and Rep. Schroeder about her plight She is_ 65 and over the 

past 10 years has suffered from multiple chemical sensitivity (MCS). She has been 
cut off by Medicare and has depleted her life savings with $100,000 in medical bills. 
An 'Administrative Law Judge has ruled that she was psvchologkallv ctQnP.nden• nn . 

· · ......... ~.- : ............... '"'~ .:-- w""" 1 ''o)nl:rove~i~i. <tiagr..~~• ... •: ::ar.~,·t--::refo~_'"'-:-'" <-:- • ..:._.-:'."~ ~: .. 

the reguiations. She would like the law changed. The story stated that Matthews 
received a reply from the First Lady which said: · "Mrs. Ointon greatly appreciates 
your expression of trust and confidence in her," and that Schroeder's office has 
simply passed the case back to the people ~ho denied it The story concluded: 
"Matthews, off the oxygen for a couple of hours, sniffled, 'Obviously no one read my 
letter. It is so humiliating. They're grinding me down."' (story attached) 

CDNGRESSWOMAN PA1RIClA SCHROEDER (D..CD): The Co-Chair of the 
Congressional Caucus on Women's Issues, Congresswoman Schroeder is in her 11th 
term representing metropolitan Denver. She has not cosponsored any of the overall 
health refomi bills this Congress but has been strong in her insistence that · 
reproductive rights be part of the package. Schroeder voted for Budget · 
Reconciliation, NAFfA, and National Service. She worked hard to pass the Family 
and Medical Leave Act and child care legislation and can always be counted on as a · 
strong voice for the concerns of women and_ families. 

Schroeder is particularly effective with the press, shaping the debate in sound bites, 
and articulating her m~age in easily understandable terms. Within the Congress 
itself, she is more of a loner and not neCessarily involved with the nuts and bolts of 
ongoing legislation. Schroeder can be difficult for the leadership. Attempts to 
mocierate legislation to attract more conservative members of the Democratic Caucus 
are sometimes opposed by Schroeder. Majority Leader Gephardt does not count on 
her to even vote for the final health care reform bill. She will probably ·be with the 
President for something this important, but she will need a lot of attention. 
Congresswoman Schroeder will not support a bill that does not include coverage for 
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March 7, 1993 

MEMORANDUM FOR PRESIDENT BILL CLINTON 
FIRST LADY HILLARY RODHAM CLINTON 

FROM: IRA C. MAGAZINER 

SUBJECT: HEALTH CARE REFORM AND THE ECONOMIC PACKAGE 

Many of your advisers question the desirability of wrapping 
health care reform legislation up with the economic package in 
reconciliation. They point out, quite rightly, that dOing so may 
compromise the possibility for quick passage of the economic. 
package. They understand "the President's got only one vote" 
mentality on the Hill, and their advice is thatsomething is 
better than·nothing: health ·care can be next yE:;ar's project. ,. . . 

. . ~ ' 

Others believe that decoupling does not necessarily' mec:fn 
that your health care bill must be put off until next·y~ar. They 
feel that the momentum of an early victory will add to your 
ability tO push for a. VOte for health Care 1 .· a:p.d that t.he 
continued urgency of the issue will keep·· the heat on members to 

.pass it this year. Though they acknowledge that ·6o votes, is a 
lot more, difficult to get than so, they don't: believe it' f? 
impossible. · · ·· 

I am not a congressional· strategist. · HoweVer, I am. 
·concerned about the. risks of reducing the chances for health care 
·reform to. be passed this year. I believe ;that if . it i$ not : _. 
passed this year, the possibility of passing comprehensive health 

·care reform during your first term may qe severely diminished. 
As James Carville.put it in a meeting last week, "the more time 
we allow for the defenders of the status quo·to organize, the · 
more they will be able to marshal opposition to your plan, and 
the better-their chances of killing it.·" · 

There are.five key operative questions: 

1. Economic gains may not be felt by the American public in 
1996 if we. have not reformed health care. 

2. Keeping health care out of reconciliation may virtually 
guarantee that health care doesn't happen this yea~ .. 

3. Delaying·action on health care may erode the possibility of 
passage during your first term. 

4. We should not accept a situation in 1996 :where the'economic 
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plan has·p~ssed but health care reform has not. 

5. There may be a way to introduce.a placemarker for health 
care without endangering the budget resolution. 

L Economic gains rnav not be felt bv the American public in 
1996 if we have not reformed health care. 

You have. long known that the future of the health care 
system and the economy are inextricably linked. 

' 

. Re.cent figures developed by David Cutler of the National 
Economic Council and Sherry Glied of the.Council of Economic 
Advisers estimate that increased health care spending will. 
consume 64%.of the total projected per capita growth in GDP 

·between now and 1998 . 

. This doesn't tell. the whole story. 

Workers pay, ~ither dire6tly or throug~ taxes, a significant 
share of.the health care expenditures for children and the 

. elderly. .Numbers produced· by Ken Thorpe, heaH:h economist at 
HHS, ·indicate that increases in health care spending will take up 
.well over 100% of the total increase in worker compensation over 
the ne~t five years. · 

. Also,·· neither of these estimates assumes we. invest to insure 
the 37 million uninsured American. 

. . . . .. .. . 

If. there is no health car~ reform, most Americans may well 
·feel that their living standards have not improved in.1996. 

The health care ~ystem may theoretici=~.lly advance du~ing that 
time. However, having more frequent, more sophisticated tests, 
filling out rrfore medical forms or even being cured more quickly 
than would otherwise be the· case does not register with most 
Americans as improved living standard in. the same way as. does 
more money .in a paycheck o~ better ability to afford a house 6r a 
car. 

You know all of this. You also know that increased health 
care spending accounts .for 40~50% of total projected increases in 
federal spending and that health care was 2/3 responsible for 
"breaking the back" of the 1990 budget agreement; 

Unchecked, rising health care·costs may overwhelm economic 
growth and hinder attempts at defici't reduction. As costs rise I 
companies may continue to respond by cutting back on, or 
eliminating, coverage for employees and retirees. The Medicaid 
rolls may continue to expand at a·. rapid pace.· · 
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~ Keeping health care out of reconciliation may virtually 
guarantee that health care doesn't happen this year.· 

There are reasons why comprehensive health care reform has 
not been enacted despite commitments by'every Democratic. 
President since Franklin Roosevelt to do so. 

• The issues are complex; 

• The lobbying powers for the status quo are powerful and 
widely dispersed; 

• The financial implications of any change are 
staggering; · 

• Any ·change must be dramatic if it is to make a 
difference.·. 

The only significant health caie reform -- Medicare/Medicaid 
came after Lyndon Johnson had won a_landslide victory and made 

it his top ~~iority·for his first 'year. · 

The·enormity·of the task suggests why so·many of your. 
advisers feel that it will take.· time to pass health care reform 
and why they feel it is so risky· to tie it. to the economic 
package .. Their judgments are_prudent~ 

·, ·Looking at the history and the powerful forces arrayed 
- against comprehensive reform, how on earth do we think we can 

achieve health care reform under any circumstances?. 

The possible answer lies in· an >.historic opportunity which 
has been created by recent events .. 

• The health care crisis has really hit home to many 
-middle-income Americans these past few years. 

Health.care costs skyrocketed while the rest of 
the economy slumped; · 

.Many companies for the first time went aft.er 
health care costs in a serious way, cancelling 
benefits, increasing co-pays, etc; 

Many white-collar employees lost their jobs .and 
.their benefits. 

• Your emphasis on health care in the campaign following 
on the heels of Harris Woffords' victory kept the issue 
front and center iri.the political debate~ · · 
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• Your appointment of the First Lady to head the_Health 
Care Task Force persuaded many in Congress, in the 
health care community, and in the public at large that 
you were serious about health care reform. -

• Your willingness to take on the drug companies showed· 
political courage. 

• Your impassioned and eloquent statement about health 
care reform in the· State of· the Union address drove 
home your seriO~sness. 

The results of this building crescendo have been dramatic to 
those of us ~who are working on health care every day. 

Interest groups I afraid of being le'ft behind in a reform 
effort, now believe reform· may well happen-. this year, and are 
coming to th~ table with :i,.ncredible offers to support positions 

. they hg_ve .·historically 6ppos~d. · The American Medical 
Association, other physician groups, the American Hospital 
Association, groups of large ~insurers, large· and small business 
groups 1 drug companies 1 have all been 'in my office .. these past two 
weeks proposing ideas orr short-:-term.·cori.trols to. hold health 
spending to inflation while a new system is.implemented. They 
have demonstrated a willingness-to support employer mandates 
under certain condition$. and a willingness to support budgets for 
health .care over the long term. . 

I am ·not so naive to think that al·l these grOups will 
ultimately pe·with us, bUt they are ninn.ing· scared. We have them 
on tb.t= defensive.· · .We have a possibi~ity to achieve .. a 
breakthrough. 

'-, .. •' . ' .· 

Tt ·_is. important·. to. :note that the ·fear that has coerced their 
cooperation is bred from the soeed of vour actions. on. health care 
thus far in your presidency. I cannot. guarantee that this. 
morrtenturnwill be sustained; nor that· it wl.ll ensure _the passage 
of the health care.plan. But I feel that the likelihood of 
passage may well diminish as time,passes. "' 

. . 

We will be in a better position'to ~now our'chances in Mai 
·.after our plan is developed and released. 

d.:.:. Delaying ac'tion on health care may erode the possibility of 
passage during your first. term; 

_Those who have argued for decouplirtg health care reform from 
the budget have made convincing arguments for the'threats that 
coupling brings to the budget package~ They have not made . 
convincing arguments that health care ctform has a serious chance 
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of passing if it is decoupled from the budget package. 

Here are the risks. 

1. If we do not include a placeholder, it may signal to 
members of Congress and health care interest.groups 
that we are not serious about health care reform this 
year. They may begin retreating from. our efforts. 
Even supporters such as the elderly.inight be angered by 
the Medicare cuts in the absence of a health care 
package. 

2. If we now·need 60.votes to pass reform, it gives the 
Republicans· the opportunity to mount their own 
initiative which is bound to be less comprehensive and 
less serious than ours, but which will be more 
acceptable to the conservative health care providers. 

3. At best, we will win:d up with a pitched battle· over 
their less comprehensive proposals and'"ours. Since the 
urgencyto vote ~ill be diminished, the debate wfll 

'inevitably be put off until next year. 

4. :Interest groups may then decide -to mobilize-in. 
opposition to our pl~n and in favor of a variety of 

5 . 

watered down alt_ernatives. · 

In an election year, withpharmaceutical companies, 
trial law-Yers, .insurance companies; physicians and 
other interest groups' ·money at ~take, passage· of a 
comprehensive bill will become less likely. 

We will have tp·sta~t over in 1995 with a Congress that may 
be more Republican (if history holds true to. form). As the 1996 
election cycle gears up, passage of comprehensive ·health care 
reform is then less likely: 

We should hot accept a situation in 1996 where ·the economic 
plan has· passed but health·care reform has not. 

. . 
The initial p6pularity of the economic program ~tarted a 

train to accelerate the passage of a budget resolution and of the 
budget itself in reconciliation in. record time. Looked at from 
the point of view of the economic package, "waiting" for. health 
care, even accommodating the possibility of joining them by 
putting in a placemarker for health care, muddies the waters of a 

·package· that otherwise seems guaranteed quick and ·(relatively) 
painless passage. 
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Many of your advisers make compelling arguments for passing 
the economic package this summer and postponing health care · 
·reforni.~ guaranteeing.you.at least one victory rather than risking 
the single-package approach and failing. Combining the two in 
the budget ·reconciliation process is risky '-- if you lose this 
one, you may lose everything. 

Further, if you score a: victory with the Congress on the 
economic plan, you'll win points with the American people by 
breaking the gridlock th~t.has characterized this nation's 
government. for too. long, ·and could perhaps ·translate that support 
into suppoit for your health care reform bill. 

But, you ma:y only get one shot to pass comprehensive 
legislation this year. No member of the.leadership nor any 
Committee Chair or Subcommittee Chair that we've met with thinks. 
it. is possible. They,· withqut exception, .char~cterize the 
decision of whether or riot t.o include· health care in · 
reconciliation as the. decision of whether or not to do health 
care this year. · 

. The American people are supporting the. eqonomic plan, .even 
though it, calls for sacrifice, because they believe t_hat you are 

. true to. your vision. to stimulate. the economy,.· to provide better.· 
jobs, to ensure health care for everyone. · Th,ey expect: a brighter 
futute. ' · · 

\.: 

Your economic plan accomplishes three. thihgs·: · 1) ···it reduces 
the budget deficit; 2) it fills some gapi:rin pi:-ograrns for the 
pooi and underserved; and 3) it redistributes .. , in,.C:o~e.. lt is a 
good plan~ · · 
.. · . 

·. •, . 

. However, rising health. c~r~ cost~ rna:~ urisi~rrrjine it~· In 
'1996, the vast majority of Alilericans.maY il,O.t :have.experienced 
rising real incomes.. They will have sacrificed, but they may not 
be much better off than they are today. . . 

. ·Most of your senior economic and political advif?ers.are 
understandably focused ori' the· economic pl;:uJ, .. >The· health plan is 
still· weeks away from even a first full draft.; They quite 
rightly feel uncomfortable holding' up their pl_an for a health 
care plan they neither have seen nor have confidence they or the 

·American people would support. 

Even though the health care plan is not yet fully formed, 
however~ a threat to its chances should be taken with equal 
seriousness as a threat to the economic plan. 

My main concern is that you don't let the focus on pursuing 
this ~conomic .. plan keep you from taking steps which, in the long 
run, will be far.more important to the nation and your . 
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presidency. 

2.,__ There may be a wav.to introduce a·olacemarker for health 
care without endangering the budget resolution. 

I suggest that we explore·whether a compromise is possible. 
If.we can make cert~in detisions about the effect of health care 
on the budget, could we perhaps preserve the flexibility of a 
placeholder in the budget? 

• We could decide that the health care plan be deficit 
neutral. 

e We.cbuld assure that·all new revenues will be limited 
to health care sector recapture and perhaps to 
.cigarette taxes or other "sin tax" ,groupings. · 

. . 

Ultimately, if we are likely to reject a massive new middle 
class tax .to finan6e health care, l~i's just·say so. 

. . 

This leaves· us a cl;loice between how fas·t to phase in 
universal coverage vers:ushow fast we move to cqntrol costs. If 
we make these decisions E3oon, that can better inform the'wbrk of 
the policy groups and guideour plan's development appropriately. 

' . 
Great presidencies are defined by a few major achievements. 

You should pick the ones that really cou,nt and pl~n for them 
.carefully. 

Comprehensive-health care reform is clearly one that has 
such potential ~ . 

. . . 
Reducing the de:fic1t. to $200 billion, though very important~

may not carry the same historical significance. 

I urge you to look at the big picture arid to think long-term 
when decidin9 ·on your legislative strategy. 

CLINTON LIBRARY . 
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· The ·members of the NEC are·. still very nervous apout the 
whole undertaking .. They have sent people to the numbers 
group over the past two weeks· (which swelled from 15 to 29 
p~ople as a result) andhave be~n sitting~in on some of the 
briefings with the President. 

·Once we lay out the full set of numbers next week, the 
anxiety born·of uricertainty may lessen, though their 
concerns about trying a comprehensive reform will +ikely 
remain. I will keep working with them and their people a:s 
intensively as they will allow. 

5. I had a good meeting with. Secretary Brown at Veteran·s 
Affairs and we are in-~greement on a policy which,he 
believes will bepopular with veterans and which is very 
well ~ntegrated into the total plan~ · 

6. 
. . ' : 

Secret.ary Shalala remains uncornf6rtable. 
difficult to get an appointment with her, 
get on her calendar .tomorrow ... 

I have found it 
though T_hope to 

Her discomfort appears to h~Ve ma~y ~ources, some related to 
her role and some .related to a philosophical disposition to 
a more regulatory approach to health care refor:m. Sll.e 
appears ·tofavor a more stark-iike approach of extending 
Medicare and rate regulation to the nation·~s does· Alice 
Riviin. · 

... . 

· She. has suggested bringing Ka~en Davis and "one or :t~o others 
' who would represent that. point of view to. brief tp~ , 
President so that he·can see an alternative-view; ·Judy 
Feder and Phil Lee who are both fncliriE!d rhqre tq the, 
approach we are taking have .. tried to m.?lke her· mo:f:~ 
comfortable with our process .. and policy' direction .. 

In general, I believe.she.wants to be leading the process, 
has never made peace with my. role,· accepts your. role but .h9-s 
felt slighted that the Vice President has assumed public 
leadership in your absence. · 

You will need to .talk with. her at some point, to get h,er 
fully on board and resolve. her concerns. 

7. The Vice President has been excellent during your absence.· 
.He has actively participated in all meetings,. ha:s been 
devoted· to the process and has made real contributions·. 
Having him stand-in for you was a great idea. 

. . 

-' -~ 
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July 22, 1993 

MEMORANDUM FOR MACK McLARTY 
DAVID GERGEN 
GEORGE STEPHANOPOULOS 

FROM: IRA C. MAGAZINER 

SUBJECT: HEALTH CARE REFORM TIMING 

The American public wants health care reform and expects. 
President Bill Clinton to do it. Early this year, polls found 
overwhelming support and a confidence that· the President could . 
"pull it off." This feeling intensified after the State of the 
Union speech. · 

The "stop and start and stop again" nature of the health 
care decision process, the pernicious leaks and the consta:ntly 
changing deadlines -- early May, late May, late June, lat.~ July, 
September --- have seriously slowed our momentum, unde:i:lj\irting> Ol1r 
credibility with Congress, interest groups, the media and' the ·--
American .P~opl~. · . · 

In the absence of action fJ:"OYJl us, we ar~ having to fight 
daily to persuade the media not to· write the wh~t went wrorig' 
stories -- . "too complex or_ ·$~-9petive ·a process devised by'• · 
Magaziner,."_ i•a plan being wafered. down,'' "a fe\.1Q..l>etwe€m-:the .. -
Fir~t Lady'.- and. th,e ecbriomict {~'an1, .. ·.,,a pi;ogrcim ~lui/r~~-$~:aa··'J:)J.fli~h+ 

-of riew' ·taxes can't be sold," ''a·. President who ¢an' t- make · · · 
decisions 1 I' etc • . - . . . 

. Interest groups who were ;t:)fferirig suppc;>:tt a.,pd- a willingness 

. ~-~n~i;~ .. ~%~~:_i· . .--.. ~~~~~~~.- ~:.~.~-£~~~·-~-~·-~~~~~~r-~e.;,~.th:~-~~~-~-~--- ;~;;;~· t ... h. ·a· 't·"-- .- -
quest1on1ng .whetp.er we are· ~s~rlbl!Ei .. and are ge,tt1n:g nerv-ous 
we will leave them "~igh and. dry. II The. business coinimihity 
already angered by the economic package grows ii1crea,singly 
worried about reputed huge taxes in health care·refo:tm. 

We can :te'gaih the momentum and triumph, but· we '!mist be 
focused, tinified a~d resolut~; 

. ·. . ,; ... 
(. 

.. .. : . . 

·' .. ·. 

You CII:l~stione(i last Th,ur_sday night, wheth~~;.tl:i~-+"-~_-·wa.dso -~·- .f"_i'i ..... 
somehow a,_. _•i$eparate White House" W(iitihg to "move'_ ·in·",_._ to . - - . 
heal_th. care- reform after redmciliation. On- ther: :dohbrary,,- we';:·,-.,_,_; 
have beer( .tryi~g<sJnG; Febr';lt\t:¢Yi. ~ .. <;> -capture tJ:lt~ ,a_~g;~~#~911,_.,;;91:L;,ri~~ft'!t) 
rest of the P~f:'!Sident s sen1or Wh1te, House. staff:•!to;rp:r_-ep~re ... :f::,<?::J::{i.(:'i 

. . ; ' . c~:f:~i!~~r~~!r~11f 
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this initiative which has always, since early in the transition, 
been viewed as next in line after the budget. 

Health care reform is complicated and politically difficult. 
It contains many policy choices with no right answers. It 
engenders opposition from very-powerful interest groups~ ·It is 
difficult to communicate effectively. 

Despite these difficulties, it is among the nation's most 
pressing problems. We can succeed in solving the problem and 

· accomplishing historically important goal. · 

To succeed,-· we need a sustained effort from the President 
and from all of you to make the final hard decisions on policy, 
to help organize for the communications andlegislative efforts 
required and to help mobilize the whole Administration in support 
of the effort. 

The President and First Lady are 11 way out in front 11 on the 
health care issue. It's haid to imagine a retreat from it 
without severe adverse consequences for this Administration. 

Even worse than backing off, however, would be to do the job 
in a 11 half assed 11 way and to have the health care initiative 
crash shortly after launch. 

If we don't release and go all out beginning in Septelnber, 
we will fail at health care reform. If we have a half heaidjed 
release of principles with a couple of· speeches and tli~:rl •'postpone 
serious considerations of our bill until January, we rif3J(.being 

·beaten so badly the1t it will be etnba,rr.assing. ·· The RepU,_piican . 
bill will contest the single paye:i( bl.ll· c:ind we ·Will be :.vi.ewed, as 
bumblers who are· irrelevant. · · · 

We neea a c1e~r 11 gree~ light~ or a clear 11 red light 11 soon 
and to begin executing a strategy for either choice. 
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GOING FORW~RD ON HEALTH CARE:. 

ORGANIZING OURSELVES 

This ·.memo suggests how to organize ourselves for the rest of 
th~ health care debate in orde~ to secure ·passage of 
comprehensive health care reform .legislation. · 

The technical corrections to legislation, 11 numbers 
compendium 11

, policy rationale and 11 Section by section 11 documents 
should be done this·week. Policy development .will be completed. 

Going forward, we will require a coordinat~d campaign which 
is different in character from what we have done so farin health 
care and also different then what was required for the budget or 

.for .NAFTA. 

· .The .. following activities are required:. 

1. Guiding thebill.as it. goes through Congress. 

2. Developingand implementing a public campaign tq rally 
public ·support . 

3. . Administrative coordination .. 

1. Guiding the :Bill 

Health care reform is c'omplex and detailed.· There will be 
negotiati_on required on· hundreds'· perhaps thousands of 
items.. There will be perhaps 15 or 20 m?;ijor .·it;~ms to be 
negotiated~ · · · · 

The negotiations will be conduct~d with a wide variety of 
members and interest groups over a prot-racted period of 
time. We will have to educate. members,· help them to 
convince key supporters in their di'stricts and influence 
them in a vari~ty of ways, health care·reia'ted and not. 

Through.it all, we will have to decide.when and on what to 
change our position and·when to hold :Eirm. 

' . . . . ! 

We must be coordinated as an administration. This will be 
especially difficult, because the:re are differing views J.n 
the administration on various issues and some in the 
administratiOn COntinUe tO 11 freelariCe11

, Undermining 
administration decisions through:their discussions with 
members of Congress and the press. 
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We need a unified, White House coordinated structure to 
guide and implement this effort. 

• Legislative Lobbying 

The legislative liaison group will have responsibility for 
the following: 

e Implementing member by member activities to build 
support for the bill. 

• Helping-.Uflesh out" members bottom line concerns 
and designing means to address them. 

• Prioritizing member contacts, district support 
activities, etc. 

• Preparing .for committee hear~ngs. 

e Negotiatin-g with-members. 

Steve.Ricchetti, Christopher Jennings and Jack Lew should 
coordinate a team of legislative lobbyists from HHS, 
Treasury, OMB,_ Labor, Justice,_ Veterans and Defense ... ·An 
additional two people from HHS,· arid one from Treasury and 
Labor should be assigned full time to the· effort.. _. 

·The legislative lobbying operation should include two junior 
staff to respond to requests from members for.written 
materials or an·swers to qu~stions and to· prepare briefings.· 
Two dedicated phohe lines with receptionists. who are·· . . 
conti:tmous throughout the. year are needed so .that there. is 
ciontiri~ity an~ relationships dan be established with. 
cler:i,caf people in members offices . 

. ·! .· .. 

All committee h~aririgs ·. ~hould' be.· planned,_ · monitored and 
·preparatory briefings provided .by health care team· -members. 

• · Policy 

The policy group will: 

• Develop policy ~h response to suggeStions or 
critiques. 

• Brief administration officials and members of 
Congress on the policy.· 

• Eval~ate congr~ssional pro~osals and help develop 
·administration stands on the proposals. · 

• Provide surrogate speakers. 

2 
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• Advise the communications andrapid response 
groups on policy issues. 

Nancy Ann Min should coordinate this group which should 
include policy experts from the Whit.e House, OMB, · HHs,·. 
Treasury, Labor ~nd Justice. People who should be assigned. 
full time include: · 

··Judy Feder 
Ken Thorpe 
Walter Zelman 
Rick Kronick 
Paul Starr 
Larry Levitt 

_Gary Claxton 
Len Nichols 
Robyn Stone 

• Policy Outreach 

· David Cutler 
Arnold Epstein 
Risa Lavizzo-Mourey 
Steve Finan 
Richard Veloz 

·Lynn Margherio 
Judy Whang 
Lisa Simpson 

·Bernie Arons 

The purpose of this group is· to·: 

• Conduct policy. discussions with interest-groups 
and state and local governmertts to integr~te their 
concerns into the policy process. 

• Coordinate lobbying strategies with supporting 
·groups. and update information on activities of 
opposing groups. 

Mike Lux, John Hart, Glerm Hutchins, . Susan . .Qtrin ·and Deborah 
Fine· should work in this groUp.. · 

·e Coordinatiori.and Decision~making 

Greg Lawler and I would chair a meeting Monday,· Wednesday 
and Friday of each week with a policy advisory group to . 
discuss potential policy changes~ Periodic meetings with 
Cabinet Sec·retaries. (semi-weekly moving to weekly when · 
things heat up) can serve .as a decision-making forum with 
important decisions going to the President·and First Lady. 

'· 
The invitee list to'the three. weekly. meetings· should 
include:. 

George Stephanopoulos - WH 
Alice Rivlin· - OMB 
Roger .Altman - Treasury 
Alan Blinder - CEA 

Robert Rubin - NEC 
tarol Rasco - DPC 
Nancy Min - OMB 

Steve Ricchetti·- L. Liaison 
Judy Feder - ims' . 

.Mike Lux- Public Liaison 
John Hart - Intergov'ml 
Ken Apfel - HHS 

Tom Glynn - Labor David Gergen - WH 
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• Requirements for Success 

Fbr this effort to be Buccessful, all negotiating on the 
health care bill will have to go through this operatiori. 
All testimony should be pre-reviewed. All contact with 
lobbying groups, state and local officials, members and 
their staffs must be coordinated with and reported to this 

·operation. · 

2. Public Campaign 

ORGANIZING 

We have to plan a proactive campaign to rally public support 
and sustain our message around the country. I think Harold 
would be a good person to head this operation. 

Currently, we are primarily in a response mode. We must 
launch the campaign in a serious way very soon or there is a 
dangerthat public support will waver even more. 

• Communications. Strategy 

We should form a commu~ications strategy group which plans 
. public events, develops and implements an educational 
strategy for reporters, prepares mate;r-ials to support other. 
activities and.contint1eS to hone the message. 

r· stiggest that we ask ,Paul.Begala,· on a full time·,basis, to· 
coordinate this operation. Jeff Eller, Bob Boorstin, Julia. 
Mof{ett, Meeghan Prunty,. Jason Solomon ·and_' others who work 
with . them should be involved. Stan.· Greenberg and Maridy 
Grunwald should consult with this-group~ 

·Someone ·should hav~ an explicit .responsibility for long-,.term 
education of the media and t~ere should be a "bU:dQ.y Sy'f:;tem:; •• 
whereby-some of our senior people are -assigned to the 50+ · 
~eporters and commentators·who wl.ll help shape this debate 
in the media. The object here is not to fool anybody. I ·.·am . 
convinced that if people have a full understanding of what 
we are proposing,· we can win. their support. This effort is 
designed to educate the :teporters so that they w~LL 
accurately understand and r~port on the plan. 

This group should send weekly briefings to officials across 
the administration. · 

• Rapid Response 

The 1-48 hour rapid- response effort which now ·drives the. 
"delivery room" should be a separate operation which 
implements our message day-to-day, works on daily stories· 
and keeps opponents on the defensive day-to-day. · 

4 
CJLINTON JLIBRARY PHOTOCOPY 



ORGANIZING 

Marla Romash would be a good person to run this, with 
Christine Heenan and Meeghari Prunty·rotating in and out. In 
a sense, this operation would be focused on what the 
economic "war room" did in its three weeks of operation on 
the budget. 

It is important that this operation function aggressively, 
but that it does not overwhelm the longer term activities as 
is now the case .. 

• Political Organization 

We need a better operation to ielate to the various interest 
·groups who back health care reform._ This operation should 
be working with the DNC and others to help educate the 
public about health care reform and the President's plan. 

This operation would interact withthe field directors of 
the interest groups while the policy group will interact 
with the policy directors. · 

'J'his group would als.o coor_dinate with the DNC health care 
activities. 

Joe Velasquez could be ~choice to rri~ this operation. 

• _Requirements.for-Success 

If we win the communications battle, we will win health care 
. ,, l - . 

reform. Unfortunately, the reverse is true as well. 

·The details of t-he plan can change. We have ~ignalled that 
already. We must, however, win on·.· the principles and not 
allow oppc:m€mts to pick apart cmr ·details anq ?iscredit the· 
whole· plan-~ · 

We·. have a harder job than our opponents.· They have fear to 
sell and they are assisted bypeople's distrust of 
government. 

·• The p:Lan will cos·t toomuch 11 it is impossible 
to believe that any government:program will save 
money~ 11 

•· .The plan will be bureaucratic --by definition, 
anything the government does is bureaucratic. 

• The plan's numbers don't add up· and the plan will 
raise taxes .:. - the government' s i:mrilbers never add 

· up and government always raises taxes. 

5 
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• If even 15 percent. are going to pay more, everyone 
will think they are part of the 15 p~rcent. 

We must fight these to a draw and win on our themes of 
security and the ri~ks of maintaining the status quo~ 

To succeed, the whole administration must speak with one 
voice and we must havepeople from the outside speaking with 
the same voice. · 

Only if..there is a hard driving, well organized campaign 
effort will we succeed. 

·3 .. Administrative Coordination 

There needs to be a chief. of staff type administrative 
position to handle relatiqnships with othe.r departments, 
personnel problems and the myriad of legal and logistical 
issues which are now occupying everyone else's time. 

We must recruit someone who is mature, a good manager and 
can interact well with people to carry this out. 

· Harold and I will have our energy sapped by these activities 
if there is not someone in charge of them. 
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· If this analysis is correct, we have to plan for a few possible scenarios. 

Scenario I: ·we can gain Dole's support for some version of our policy end game. 

Scenario II: We cannot gain Dole's support for an acceptable plan but we can split off 
enough Republican senators to achieve 60 votes ·without him. 

· Scenario III: We cannot gain Dole's support and we can't split off enough Republican 
senators to get 60 ·votes. · . . 

Scenario I 

This is obviously the preferred alternative. It might make sense for the !>resident to 
have a meeting with Dol~ in early February to sound him out, assure him of our desire to 
work with him and not to exclude him from the process, etc. I don't think this meeting 
will produce any substantive result, but it would sigrial good will on our part. 

We will then have to take periodic soundings and to try to engage him as often as 
possible so that we can gauge his ultimate intentions as soon as possible. If by May, he is 
not talking seriously with us, we probably will have to assume Scenario II or III. We must 
make clear that we will not sign a bill that does not meet our principles and we must stick 
to this. If Dole -is convinced we won't move off these principles, he may move to an 
acceptable compromise or at least we may know sooner that he will not. 

_ Scenario II 

. This is also a good alternative, but may well not be a likely one. According to 
Chafee, there ate nine Republican senators who would vote for an employer mandate in 
some version, but it is unclear how many Republican senators would vote with us without 

Dole. 

It is unlikely that Packwood or Kassebaum would stray from Dole, If Dole is in 
clear opposition, it may be tough to free even Chafee, Hatfield and Cohen. 

\ 

We would have to find ways to exert very strong "horne" pressure onRepublican 
· senators from states whose population is likely to be supportive of our bill -- Specter in 

Pennsylvania, Mack in Florida, Gorten in Washington, etc.; and to convince Chafee, Cohen, 
Hatfield, Danforth and Durenberger to make the rriove towards us. 

3 
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Scenario III 

. If Dole decides to "stonewall" and enough Senate Republicans won't come over to 
give us 60 votes, we have two options: 

• Try to move the bill in reconciliation ... difficult to do, though perhaps the 
financing, cost control and Medicare and Medicaid pieces might be separated 
out and voted with the budget. This is worth investigating even if it is 
unlikely. 

• To pass a bill in the House and move forward with 50-55 votes in the Senate 
and let the Republicans filibuster. We could then focus attention on their 
blockage of health security, mass suppQrters at the capital and try to 
embarrass them away from .thwarting the will of the majority. If we did this, · 
either the Republicans would cave in or we would have begun the campaign 
of 1994. Although this is a risky strategy, I don't think Dole and the 
moderate Republicans would want to be put in this position. If they know 
we are firm and prefer this confrontation to compromising on a minimalist 
bill, they may have to go to Scenario I or II. It is important that we have a 
sense of likely end game before we cut too many deals, because the deals we . 
cut may impact upon the end game we choose. If we believe. we may have a 
confrontation at the end, we want to be sure to maintain bill provisions which 
keep our senior, disability and labor support excited. 

Winning and Losing 

The public ·campaign is fundamental to whether we win or lose and which of these 
scenarios is likely. If the public loses faith in the President's plan, we could wind up with 
a minimalist plan and the President will be blamed; 

Our energy must be focused on gaining public momentum over the next eight 

weeks. 
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February 3, 1994 

MEMORANDUM FOR PRESIDENT CLINTON 
HILLARY RODHAM CLINTON 
PATRICK GRIFFIN 
HAROLD ICKES . 
GREG LAWLER 
GEORGE STEPHANOPOULOS 

FROM: IRA C. MAGAZINER 

SUBJECT: COST CONTAINMENT 

Achieving universal coverage without cost containment could lead to significant 
increases in the budget deficit and in the proportion of GDP goi~g. to health care. 

We believe that managed competition and the change in incentives proposed in our 
bill, the Cooper bill and the Chafee bill will ultimately be the main driving force. to limit 
the growth of costs in most parts of the country. 

However, few think it will be sufficient on its own in all parts of the country. 
Oligopolies may develop. Gaming may occur. Competition will take time to develop in 
some places and may never develop efficiently in some parts of the country. 

The Cooper and Chafee bills provide a backstop to competition by providing a 
. strong incentive to lower benefits. These bills remove the tax deductibility to companies 
(Cooper) or individuals (Chafee) for benefits above the nationally guaranteed package and 

' ' . 

for insurance purchased at any plan which is not the low cost plan (Cooper) or low cost 113 
of plans (Chafee) in an area. Both bills, particularly Chafee, allow for a reduction in the 
national benefits packages if costs rise too rapidly. 

. We recommend the premiuin cap as a backstop which puts pressure on health care 
providers artd insurers instead of on workers with good benefits. . 

Premium caps are hard politically because they are opposed by health care providers 
and insurers and by many businesses (for ideological reasons). They are also out of fashion 
in ~conomic circles. 
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A tax cap on· deductibility is. hard politically because it is opposed by consumer 
groups, labor, seniors, businesses now providing good benefits and many providers who 
fear it will drive people into low· ~ost, low quality HMOs. · 

The easiest route politically would be to do neither. This would be a big mistake. 
If costs run out of control as health care reform· is being implemented, the economy and 
this presidency could be in jeopardy. 

As we have discussed before, premium caps that are less stringent and/or triggered 
may well be an acceptable compromise if structured properly. 
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May23, 1994 

MEMORANDUM FOR MACK McLARTY 

FROM: IRA C. MAGAZINER 

SUBJ: SOME ADDITIONAL THOUGHTS 

I have had some additional thoughts since our meeting. 

• I believe we can still win the public debate on health care once we have a new 
vehicle to back. Despite being pounded for· nine months by arguaply the most 
intense negative lobbying effort ever, the opposing team has barely tied us. 

The key elements of our plan are still backed by large majorities of 
people even though the public is split in its support of "The Clinton 
Plan" as now constituted . 

. People trust the President and Democrats· in general far more than the 
Republicans or Senator Dole on health care . 

. . We have learned a lot about how to present our position. 

• It's my impression that Americans support the President's goals of guaranteed 
private insurance,. an end to insurance discrimination, etc; but they want the 
goals accomplished more gradually with less government and less cost. I 
would recommend that we take a public posture that we have heard the 
American people and have scaled down some of our original proposals to meet 

their concerns. 

• The Vice President was right on the mark last week when he said that the ante 
is too high for us not to fight for a universal coverage. bill. It would be a 
terrible blow to the nation and this presidency to do otherwise. 

• As with the budget and NAFTA, itmust be an all-out fight with a unified 
Administration waging the battle. The· veto threat must not be doubted by our 
allies and foes alike. There can be no "winking" or "nodding" in private by 
senior administration officials about suggestions that the President is willing to 
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compromise on an incremental bill. (I say this because we are getting.calls 
from news organizations quoting senior Administration officials presenting this 
line.) This type of problem has plagued health care for a year now and has · 
undermined our effectiveness more than any external for:ce. We could not 
have won the budget or NAFTA if similar problems persisted on those issues. 

• It is premature to consider signing a bill that is incremental. If we face certain 
loss at some point on a universal coverage bill, then we can have that 
discussion. We have always known that some members would back off of the 
hard health care votes if we let them, just as with the hard votes on NAFTA 
and the budget. If they perceive that we are "waffling," we will experience a 
rapid retreat. 

• We should still have our discussion on premiuin caps. It is a difficult and 
counterintuitive subject. We must be sure that universal coverage is not 
achieved at the expense of getting health care costs under control. The . 
economic imperative of doing the latter is what drove me into this minefield in 
the first place. I want to be sure that political expediency and ideology do not 
drive us to a solution which allows health care costs to continue to hurt our 
economic competitiveness. 
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· June 10, 1994 

MEMORANDUM TO PRESIDENT BILL CLINTON . 

·.FROM: 

SUBJ: 

Our Situation 

VICE PRESIDENT AL GORE 
HILLARY RODHAM CLINTON 
MACK McLARTY 

· HAROLD ICKES 
GEORGESTEPHANOPOULOS 
PAT GRIFFIN 

IRA C. MAGAZINER 

WHERE WE GO FROM HERE 

@) 

We have been losing the public battle on health care for some time now. The public 
wants universal coverage and the various other goals the President has outlined, but has 
become increasingly confused, apprehensive and skeptical about the Administration's ability 
to achieve these goals without upsetting or even destroying what they have today. 

Many Republicans now believe that they can fight the President on health care and 
"bring him to his knees" without negative public consequence. They believe that they can 

. successfully argue that they want health reform which is prudent, as opposed to his "radical, 
bureaucratic. government takeover of the health care system which will destroy American 
health care. " 

Making a Deal 

Negotiating a deal requires two parties ofgood faith who are willing to negotiate 
something which serves both of their purposes. 

In a non-politically charged environment, House Democrats and moderate Republicans 
could probably put together 220-230 votes supporting a workable universal coverage bill . 

. Senators Chafee, Jeffords, Durenberger, Packwood, Danforth, Kassebaum, Hatfield and 
Cohen might join 52 Democrats to provide 60 votes for a workable universal coverage bill. 
The swing votes in both Houses would have to be pushed hard, but could probably be 
persuaded. · 
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In the real political world we are now in, however, there is a deadly chain whose 
links threaten any deal short of a presidential surrender: 

Republican right - Senator Dole - moderate Senate Republicans - moderate Senate 
Democrats - moderate House Democrats. 

The Republican right and many mainstream Republican interest groups want to defeat 
the President on health care. They pressure Senator Dole so he can't move .. He now smells 
blood and also wants to defeat the President. . He convinces the moderate Republicans who 
otherwise would support universal coverage to hold back, beat the President and build reform 

. off of a Republican/conservative Democrat bill which will fragment the Democratic party. 
Senator Dole has unusual influence over Senator Packwood (Ethics Committee), Senator 
Kassebaum (Kansas connection) and S.enator Chafee (his leadership roles on Senate health 
and environmental issues depend on Senator Dole). Senators Danforth and Cohen won't 
move without Senator Chafee. Senator Durenberger won't move without the managed care 
insurers where his future lies .. The Republicans view the Finance Committee as their best 
shot to beat the President and so they will make their stand in that committee. 

Some moderate Senate· Democrats want a handful of Republicans on a bill they 
support so they can have cover. Many House Democrats want to wait for the Senate to 
move, so that they don't get "btu'd." Because this is an election year and the President is 
not popular in many of their districts, they are not likely to be easily swayed. The result is 
that we are frozen in the Senate Finance Committee. 

On Senate Finance, Senators Boren, Breaux, Bradley and Conrad want Republicans 
before signing on to a bill. Senators Breaux, Bradley and Conrad could possibly be 
persuaded to support a bill which achieves real universal coverage 'even without Republicans. 
There are doubts as to whether Senator Boren would support a bill under any circumstance 
without Republicans. 

Because the ultimate anchors of this chain, the conservative Republicans, want 
outright capitulation, the threshold keeps moving away from us whenever we probe what it 
would take to· get a deal. ·In eight weeks, they have moved from a slower phase-in of the 
mandate to carve outs for small business, to hard triggers and now to soft triggers. 

We should probe Senators Chafee, Durenberger and Danforth to see if they are 
willing to break the chain and bargain in good faith for a real universal coverage bill in the 
Finance Committee. If they are, then that is what we should do. If not, we should approach 
Senator Boren to see if he will help get us out of Committee with a universal coverage bill 
and thereby allow us to negotiate from a position of greater strength on the floor with 
Senator Chafee and the moderates. If we make a sincere approach to Republican Senators 
and are rebuffed, then perhaps Senator Boren would agree, if indeed he wants to see the 
President win rather than lose. 
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If this. does not work, then there is no quick deal to be cut and we must fight. 

A Fighting Strategy 

As the Vice President said at our last meeting, the President has a lot at stake on 
health 'care. I don't believe that the media· or the Republicans will let the President get away 
portraying a capit:l!lation as a victory, even if we wanted to do it, which I hope we don't. 

-
If we slip quickly into a deal which has the President repudiating his own plan, 

starting with a Republican plan or one that does not achieve universal coverage; he will not 
be able to claim victory for health reform. The summer will be filled with who lost health 
care and White House ineptness stories possibly fueled by sources in our own 
Administration. The President will be accused of lacking backbone by many democratic 
constituencies and the media. We will face a summer of Whitewater hearings and health 
care failure which will guarantee retaliation against Democrats this November. 

We are better off fighting . 

. Fighting requires preparing a new vehicle which is a joint bill from the President/First · 
Lady and Congressional leadership. It should be launched by saying that we have heard the 
American people, we still want to achieve the goals the President laid out last September, but 

· others have had good ideas on how to improve our original approach which we are now 
adopting. We are going to move ahead with a more cautious mandate -- less government, 
less bureaucracy etc. --but still guarantee universal coverage. 

We should focus the White House on this· effort much as we did last summer on the 
budget. Without that kind of attention, we will not succeed. 

· We should try to persuade some moderate Democrats who are not on our .bill to come 
along. We should ask Senator Mitchell to approach the swing Senate Democrats and try to 
sound them out on an acceptable bill. They include. Senators: 

Feinstein 
Kohl 
Ford 

Breaux 
'Bradley 
Conrad 
Heflin 
Bryant 
Dorgan 
Exxon 
DeConcini 
Lautenberg 
Lieberman 
Hollings 
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Shelby 
Kerrey 
Nunn 
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Under this scenario, we fight for 51 votes and constantly extend a hand to 
Republicans to work with us on a universal coverage bill. If we gain some .strength the 
Republican moderates may move to negotiate seriously instead of demanding surrender. If 
we. can pass the House, obtain a majority in the Senate and run a public campaign over the 
summer, we will have momentum to fight in November instead of entering November with 
our. tail between out legs. 

Under this scenario, if Republican Senate Finance members won't negotiate and 
Senator Boren won't cooperate, I would probably let Senate Finance deadlock and simply 
bypass it. 

The i-isks of this approach are signifi~ant. If we fail to get enough Senate Democrats 
for a majority, the President could wind up facing a choice of "no bill" versus signing a bill 
that produces only incremental reform. On the other hand, that could result.in any event, 
even without a fight. . 

· The Content 

We probabiy will not know the exact content of the bill we need until Senator 
Mitchell consults with the swing Senate Democrats, much the same as Representative 
Gephardt has done in the House. He can do this informally, even as Senate Finance is trying 
to do its work. 

In all likelihood, we would be facing a hard trigger, modified premium cap and a · 
scaled-down benefits scenario. 

Next Steps. 

1. Phone calls by the President this weekend to Senators Chafee, Durenberger, and 
Danforth to see if they wish to talk, to Senator Boren to sound him out and to Senator 
Bradley to encourage him. 

2. Presidential meeting with Senators Packwood and Moynihan on Tuesday to see if 
Packwood. is interested in serious discussion. 

3. , If progress is made through these calls and meetings, then encourage Senators 
Moynihan and. Mitchell to negotiate through the Finance Committee and give the 
process a week or two. Mitchell should sound out swing . Democrats not on the 
Committee through a series of informal meetings in case the committee deadlocks. 

4. If the calls and meetings do not show progress by this Tuesday, then Senator Mitchell 
should discreetly take soundings and we should focus on the development of a bill 
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based on Kennedy's version with further planned compromise through floor 
amendments from swing Democrats. 

5. Either way, we should encourage the House to proceed through committees as they 
are now doing according to Representative Gephardt' s strategy. 

. . 

; . 
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June28, 1994 

MEMORANDUM FOR PRESIDENT BILL CLINTON 
HILLARY ROD HAM CLINTON 
HAROLD ICKES 

FROM: IRA C. MAGAZINER 

SUBJ: THE FINANCE "RUMP GROUP" PROPOSAL 

The health care team has analyzed the Senate Finance "rump group" proposal. We 
all agree that it contains serious policy and political flaws. Not wishing to slow the Senate 
Finance Committee down, I am not voicing the concerns in this memo to anyone and we are 
being constructive in our dealings with members on the committee. 

While we may want to agree to the passage of the proposal from the Senate Finance 
Committee, we should not support its elements. The proposal will alienate our base 
democratic supporters and will potentially hurt many middle-class Americans. 

Personally, I believe that the whole approach is so seriously flawed that the nation 
would be_ better off with a minimal refomi whicli accomplished insurance reforms and 
expanded Medicaid or public health. Spending so much goverrnnent money to accomplish so 
little cannot in my view be justified. 

. The proposal has the following significant features: 

• Modest insurance reforms, voluntary health alliances for firms -of 100 or less, 
and subsidies to low-income people up to 240 percent of poverty, phased in as 
affordable. 

• Subsidies which reach-over $100 billion per year are paid for by significant 
cuts in Medicare and Medicaid, a $1 increase in tobacco taxes ·and a tax on 
high price insurance plans. 

• Two standard benefit packages set by a National Board --one equivalent to the 
Blue Cross standard package in FEHBP and one catastrophic package. 
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• An assessment on plans that bid premiums in the highest priced 40 percent in 
their region. The assessment is equal to 25 percent of. the difference between 
a target premium (established by a complex formula) and the premium bid by 
the plan. 

• Target to achieve 95 percent coverage by 2002 (OMB and Urban Institute . 
analysts believe that 89 percent is a more likely outcome of this proposal with . 
a range of 86-92 percent possible). If the target is not met, the National Board 
must make recommendations to Congress on how to achieve that level of 
coverage. Congress does not have any obligation to pursue any specific course 
of action. 

• Significant Medicare cuts but no significant benefits for seniors .. There is no 
long-term care program, no Medicare drug coverage nor any benefits for early 
retirees. 

•· Modified community rating adjusted for age and six-month waiting periods for 
people with pre-existing conditions. Firms above 100 employees do not 
participate in the community rate. · 

•. Medicaid becomes a capped entitlement and remains a separate program. 
·Disproportionate share payments are eliminated. 

1. . Little Progress on Coverage 

OMB and Urban Institute analysts believe that the proposal will leave about 30 
million people uninsured (vs. 39 million today) by the year 2002. 

Managed competition theory never assumed that universal coverage could be achieved 
through market mechanisms. The Jackson Hole Group advocated employer mandates 
to accomplish this goal. They have backed off the mandates under pressure from 
their industry funders because universal coverage is not their priority. 

Demonstration projects in 13 states which used market mechanisms and premium 
subsidies to make health insurance more affordable had limited success in extending 
insurance to the uninsured. 

The Finance proposal contains elements which make iQ.creased coverage even more 
, tenuous. Subsidies to low-wage individuals and shifting the tax incentive from the 

company to the individual could encourage employers to drop coverage for their 
employees or not offer coverage to new hires. Requiring that firms that offer 
insurance to any full-time employee must offer to all full-time employees prevents 
companies from dumping their ulihealthy people into public pools, but may encourage 
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some partially insuring companies to simply drop coverage. A few highly publicized 
cases of employers dropping coverage due to the national health plan could make the 
plan. unpopular. 

Under the proposal, the number of uninsured middle class people may continue to rise 
between now and 1997, despite significant Government expe.11ditures. This may cause: 
disillusionment among people who don't have coverage. 

. . 
2. Very High Costto Achieve Small Improvements in Coverage 

The program involves very high go~ernment spending' for very small increases in 
coverage. In the year 2002, 10 million new people have coverage at a cost of almost 

· $100 billion in subsidies or close to $10,000 per person. This occurs because 
significant subsidies will go to people who are currently insured and because the 
proposal lacks cost controls. This could give rise to calls for repeal s~nce the 
program produces marginal results for_ the money.· 

3. Disrupting Those W-ith .Good Insurance Today 

One of the great fears- people have about health reform is that they will lose or have 
to pay more for the good health insurance policies they currently have. 

Under the HSA, if efficiencies do not achieve sufficient cost savings, providers would 
earn lower incomes. The Finance proposal to place an expliCit tax on high-cost plans 
could result in an increase in premiums for many who are now happy with their 

- coverage rather than increased plan efficiencies, or lower provider income. Further, 
such an assessment may limit the availability of fee-for:..service plans. They tend to 
be more· costly than HMOs to begin with and their prices would be forced up even 
higher by the assessment. 

High cost health plans would undoubtedly let their customers know that the 
President's health initiative is responsible for tQ.eir higher prices. 

4. Making Insurance Unaffordable 

In the Finance proposal, many middle class families will have to pay a higher 
- proportion of their income for their health insurance. Goveinment subsidies are · 

capped but premiums aren't. As~ premiums rise, subsidies will dimiriish as a . 
percentage of premiums . 

. For example, at the outset, a family of four earning $30,000-$35,000 a year would 

CLINTON LIBRARY PHOTOCOPY 



4 

. have to pay $5,000-$6,000 for health insurance or 15 percent of their income. As 
premiums rise· faster than wages, insurance will become even less affordable for that 
family. 

5. A Bad Deal for Seniors 

Though senior groups have been largely silent supporters of our efforts, they will 
likely be opposed to the Finance proposal. · 

The ·HSA has significant cuts in Medicare, but also contains sigriificant investments in 
a Medicare drug benefit, in long-term care and in enhanced early retiree benefits. 

. . ' ' . 

The Finance proposal has significant Medicare cuts, but no Medicare drug benefit, no 
long-term care, no extra early retiree benefit and a continuation of age rating so that 
older people continue to pay significantly more than younger people. 

6. Not Universal Coverage 

The Finance proposal claims 93 percent coverage (our analysts believe that 89 percent 
is more likely) and says that if 95·percent coverage is not achieved by 2002then 
Congress takes another look. 

. . 
I don't believe that we can credibly claim this to be universal coverage. We have 
always been clear that. we meant to guarantee coverage to all Americans, even if we 
know that realistically one or two percent of the population may never get coverage. 
Aiming at 95 percent runs the risk of having us appear "slippery." 

7. Not Comprehensive Benefits 

To allow catastrophic coverage during a transition period may make sense. Instituting 
a permanent catastrophic option raises the premium for those choosing comprehensive 
benefits, keeps a higher level of cost shifting in the system, increases administrative 
complexity and discourages preventive care. And, some employers may be 
encouraged to drop coverage for their workers down to the catastrophic package. 

8. States and Hospitals Serving the Poor Will Be at Great Risk 

The plan caps Medicaid, cuts Medicare, phases out disproportionate share payments 
but has no essential community provider provisions, no mechanism to spread lower 
Medicaid payment rates across all providers, no pools for academic health centers and 
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no universal coverage to make up the difference. This will put greater burdens on the 
states and on large city and rural hospitals. 

. . 

Our support~rs -:- the ~nions, seniors, consumer and some provider groups -- will 
seriously oppose this proposal. · 

What to Do 

. If the Senate Finance proposal becomes accepted as the "moderate" bipartisan bill and . 
the President is viewed as tacitly supporting it or as an obstructionist for not supporting it, 
health care reform could collapse and we will be blamed as having sold out our democratic 
constituencies. 

We cannot win a public fight in July and August if we are forced to support a bill 
which seniors, labor and consumer groups oppose and ultimately which we think doesn't 
work. · 

If we decide to encourage a non-universal coverage bill to come out of the Finance 
Committee, we should ask Senator Mitchell to propose a blend (see accompanying memo) 
between the Finance and Kennedy bills to take to the floor which at. the very least has: 

• a hard trigger to real universal coverage (not 95 percent) by 2000 with joint 
employer and individual requirements. 

• some cost control 

· • some benefits for seniors 

• a more workable transition to the trigger. 

This bill can use the Finance Committee compromise as its base, but must achieve 
real universal coverage and control cost growth. We are working on some ways to build ori 
the Finance construct to make it into a decent proposal, but some substantial modifications 

· are necessary. 

The Senate bill will be weaker than the House bill, but it must be substantial enough 
so that we can support it. 

We haveto leave ourselves in a position to get back to a: decent bill on the Senate 
floor, or we will lose our moral and political grounding. · 

If we lose the fight in July and early August, we can revisit what type of backup bill, 
if any, would be desirable. Even in that case, this proposal is not likely to be a desirable 
choice. · . -
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June 28, 1994 

MEMORANDUM TO PRESIDENT BILL CLINTON 
HILLARY RODHAM CLINTON 
HAROLD iCKES 

FROM: IRA C. MAGAZINER 

SUBJ: SLIMMED DOWN HEALTH PLAN 

This memo responds to the President's request for an update on discussions with . 
Leaders Gephardt and Mitchell on a revised health bill which meets the President's goals, 
but also meets public com;:erns about our original bill. Before the President introduced 
health reform to the nation last September, we talked about the inevitable fact that the bill 
would undergo substantial revisions as it went through Congress. This is why we proposed 
emphasizing principles in the President's speech rather than standing behind the details in 
the bill. 

As the debate has proceeded,· we have' developed alternative approaches in concert 
with congressional leaders to . reach our goals of universal coverage and cost containment. 
Much of the criticism we have endured is unfair, but we must acknowledge that we have 
lost the communications battle on many fronts. 

Hopefully, Leaders Gephardt and Mitchell. will be in position to introduce bills to 
. the Floor that fall within this general framework. When we re-launch a bill for the Floor, 

we should announce that we have heard the American people and modified our original bill 
to be smaller in scope, more gradual, less bureaucratic and less regulatory. 

We should highlight the following changes: 

• .. 
• 
• 
• 
• 

Deficit reduction 
Voluntary instead of mandatory alliances 
Less onerous mandates: hard triggers; slower phase-in 
No premium caps: cost control which protects the government 
Streamlining/simplification _ 
Increased support for academic health centers 
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DEFICIT REDUCTION 

According to the CBO, the Health Security Act adds $126 billion to the federal 
deficit over 10 years. Significant deficit reduction can be achieved with relatively minor 
modifications to our existing structure: better targeting of subsidies; reducing the value of 
the ben~fits package by five percent; lowering the firm size level for community rating and 
applying an assessment of one percent of payroll for firms outside the community rate. 

Better Targeting of Subsidie-s: · The Health Security Act proposes to give subsidies 
based on a firm's total average payroll. No firm.within the community rate, regardless of 
size, would pay more than 7.9 percent of its total payroll for health insurance. As you· 
recall, subsidies bas~d on a firni's average payroll were politically attractive because we 
could say that a firm would never pay more than a fixed percentage for their health care 
expenditures. Unfortunately,- many -business leaders simply don't believe us because we are 
the government. We have developed alternatives for Representative Gephardt and Senators 
Mitchell and Kennedy that target subsidies based on an individual worker's wages rather 
than the average firm payroll.· This both saves money and targets the money to those that 
peed it most: employers of low-wage workers. 

Reducing the Value of the Benefits Package: We have always expected that our 
benefits package would be cut. Responding to arguments that the benefits package in the 
Health Security Act is too geperous, we have prepared alternatives for the key. committees 
to trim the value of the benefits package. For example, trimming the benefits package by 
five percent can be achieved by raising the cost sharing from 20 percent to 25 percent or 
raising the annual out-of-pocket limit from $1,500 to $2,500 on the fee-for-service plan and 
increasing the drug co pay from $5 to $10 and imposing a $250 deductible for hospital stays 
in the HMO package. Different committees are exploring different options: The Seriate 
Labor and Human Resources Committee proposes a two percent cut in the package; the 
Education and Labor subcommittee proposes increasing the package by about five percent; 
Ways and Means and Senate. Finance are exploring benefits cuts in the 6-8 percent range. 

Lowering the Size of Firms Within the Community Rate Which Pay the One 
Percent As~essment of Payroll: Under the Health Security A:ct, firms outside the 

-community rate pay an assessment of one percent to offset savings they . receive from 
universal coverage. Lowering the size threshold for firms outside the community rate 
increases the revenues raised -by the corporate assessment. 

VOLUNTARY INSTEAD OF MANDATORY ALLIANCES 

The original Cooper/Breaux/Boren bill mandated all firms with 1,000 employees or 
fewer, all governinent workers, all self-employed people and all nonworkers to buy health 
insurance through exclusive regional purchasing cooperatives. States had the option to raise 
the requirement to firms with 10,000 or less employees. We adopted this idea and set ours 
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at 5,000 assuming we would have to reduce the number. 

We lost the communications battle for mandatory alliances early. We developed a 
voluntary alliance model that preserves the functions of alliances ( COmm!Jnity rating, greater 
purchasing leverage, family choice, administrative simplification) for the Kennedy, Dingell, 
Ford, Mitchell, and Gephardt approaches. . Ironically, it is more bureaucratic than 
mandatory alliances, involving more regulation by state insurance departments and other 
agencies, but it is workable and at this point, is easier to sell to the public. 

. - . . . 

Community Rating: . The Kennedy, Ford and Dingell committees, imder pressure 
from business groups and insurance lobbies have lowered the size at which firms are 
required to participate in a community rating pool, from firms with 5,000 workers or fewer 
to 1,000 workers or fewer. The lower the threshold, the· more opportunity there is for 
insurance companies to compete on risk selection and the higher the premium for firms and 
individuals within the community rate. The Ways and Means Comrhittee has passed an 
amendment to reduce the threshold to firms with 100 employees or fewer. We think going 
below 500 is not desirable, but could make 100 work if it becomes absolutely necessary. 

Family Choice: Under the status quo· where employers primarily choose health 
plans for their employees, a family's ability to ·stay with their doctor has become 
increasingly restricted. We proposed a system of family choice, where families, not their 
employers, choose among health plans. Some in the Congress, under pressure from 
business and insurance lobbies, are considering repl~cing fru;nily choice with employer 
choice. The Education and Labor and Labor and Human Resources committees preserve 
family choice. The Gibbons and Dingell marks have employer choice. We strongly favor 
family choice but could probably settle for some employer choice as long as families are 
guaranteed a choice of at least three plans; including a fee-for-service plan. 

Administrative Functions: Administrative costs are still streamlined in most bills 
through the creation of centralized clearinghouses which collect and. administer premiums . . . 

and subsidies, much as the alliance did under the Health Security Act. 

LESS ONEROUS MANDATES 

Under the Health Security Act, universal coverage is achieved through a combined 
employer/individual mandate by January 1, 1998. We chose this mechanism and this 
timeframe for two reasons: 1) .universal coverage cannot be achieved without mandates or 
major taxes; 2) the longer universal coverage is postponed, the more expensive it becomes 

·to cover everyone. Most external groups historically supported the use of employer _ 
mandates to achieve universal coverage, including the Jackson Hole Group, the Chamber of 
Commerce, the National Association of Manufacturers, the American Medical Association, 
the HIAA, the American Hospital Association, the AFL~CIO, among others. 
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However, pressure from the National Federation of Independent Businesses, the 
National Restaurant Association, the National Retail Federation and Republican legislators 
have caused many· to retreat from a mandate on businesses. · 

Due to the political reality that employer mandates have lost ground in the debate, 
we have developed ways to use hard triggers and partial exemptions for small businesses of 
20 or fewer employees or a combination of both. These policies are tricky and run the risk 
of short-term adverse consequences, but could be workable if designed properly. 

Slower Phase-in: Some have proposed delaying universal coverage until 2000 or 
beyond. Achieving coverage by 2000 is something we could support, but would not 
recommend delaying much beyond that. If we· delayed ·until 2000, we would recommend 
strategies to demonstrate progress toward universal coverage before then: for instance, 
covering all children by 1997 or 1998; or requiring that all businesses above 1,000 
employees cover their employees by' 1997 or 1998. . 

. · Triggers: Proposals that aim to increase coverage -by providing subsidies to 
businesses that voluntarily insure, could be acceptable if there is an automatic mechanism, 
"trigger", to institute an employer/individual mandate to achieve universal coverage if the 
subsidies do not achieve the goal. The transitiqn period to universal coverage poses some 
significant challenges and would require policies that we niay not like: for example, 1) 
allowing age rating instead of pure community rating; 2) allowing waiting periods to be 
imposed for the uninsured with pre-existing conditions, etc. These and other policies are 
necessary during the transition to minimize the potential for firms to drop coverage as 
happened in New York when community rating was implemented in the absence- of 
universal coverage. 

I feel strongly that we cannot propose a bill without an automatic path to universal 
coverage. If there is pressure to dilute the "hard trigger", one strategy might be to lower 
the targets the private sector has to meet to avoid the pulling of the trigger. For instance, 
the Breaux proposal requires that 97 percent of the population has to be covered, otherwise 
the triggers would· be pulled. We could lower the requirement to 95 percent if we 
combined the target with an individual mandate which would trigger, even if the targets 
were met. If the target was not met, then the employer/individual mandate would trigger. 

Exemptions for Small Businesses: Because the pressure against an employer 
mandate is strongest among small business lobbies, an employer mandate that exempts the 
smallest businesses might make sense .. The Senate Labor and Human Resources' bill 
exempt firms with fewer than 10 'employees from providing insurance; those that do not 
cover must pay an assessment. The Energy and Commerce mark proposes exempting firms 
with fewer than 20 employees, with an assessment on- firms between 11-20 employees. 

Phased-in Benefits: To reduce financial risk for the government, a "catastrophic" 
type benefitpackage could be used for the uninsured during a phase-in period. 
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NO PREMIUM CAPS 

Without adequate cost containment, universal coverage will be dangerously 
expensive and health care costs could continue to consume an ever-increasing share of the 
economy. We have proposed enhanced competition backed up by premium caps as a good 
way to control costs. CBO and Lewin have both found our methods to be effective. 

By the standards of previous bills, the "premium cap" approach is not intrusive nor 
regulatory. Previous bills sponsored by Senators Kennedy and Mitchell and Representatives 
Stark, McDermott, Gephardt,. Waxman, Dingell, Rostenkowski and Ford all have had 
explicit price controls on all procedures and tests. 

Proposals by Senators Baucus, Bingaman, Danforth, Kassebaum and Representatives 
. Glicksman and McCurdy have premium caps similar to those we proposed. We actually. 
borrowed ours directly from the Danforth!Kassebaum bill. 

' 

· We always anticipated that our caps on the rate of growth would be loosened, but it 
riow appears that we must move off the model itself. However, without scoreable savings, 
there is no serious health reform. · 

We are analyzing a few possibilities to replace the premium caps: 

"Reverse Trigger": This sets a baseline target which captures the initial windfall 
insurers would otherwise get in a system that achieves universal coverage. If we did not 
capture the initial windfall, insurers would get paid twice for the previously uninsured -
once through private rates that would now be artificially high because they would still 
include the cost shift from uncompensated care and a second time through new coverage 
for the uninsured. Once the .baseline is set to remove the windfall, the private sector relies 
on. market forces to control costs. If the market does not achieve savings, then premium 
caps are triggered. From a policy perspective, this alternative is the most likely to work, 
but it may resemble premium caps too much to be politically acceptable. 

Bradley Approach: This replaces premium: caps with targets set by the National 
Board. Health plans which bid higher thari the target premium in their region are taxed to 
cover the increased cost of the federal subsidies created by their high bids. The approach 

, encourages plans to bid at or below the target and encourages ·employers and families to 
choose lower-cost plans by raising the price· of the higher-cost plans. This approach has 
some significant drawbacks. It requires a large, explicit tax on high-cost plans. · It's 
administratively complex. And, depending upon the way it was structured, it could allow 
private premiums to increase so much that a universal coverage trigger might never be 
pulled. '" 

Opening the FEHBP Pool: Costs could be controlled if the FEHBP was opened to 
a broader universe of people; and. if it had the tools and the responsibility to hold down 
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health plan premiums. Federal subsidies would be pegged to the constrained rate of growth 
in the FEHBP. A premium constrained FEHBP could increase cost shifting to those outside 
its pool and it might have difficulty attracting insurers to offer plans at its constrained rate. 
But with sufficient regulation, an option like this could work. Ways and Means is 
considering a similar measure using Medicare price. controls instead of premium caps. 

Cost Control Enforced by States: ·An approach could be designed whereby 
Federal subsidies were capped and the states were given the responsibility to enforce cost 
controls at the state level. They would have the flexibility to use a variety of tools or allow 
market competition to hold down costs. They also could choose to opt into a federal 
system of premium caps. This approach has the advantage of flexibility and state choice, 
but has the disadvantage of likely being perceived by states as an unfunded mandate. 

STREAMLINING/SIMPLIFICATION 

Eliminate Breakthrough Drug Board and HHS Drug Exclusion Capability: 
During the taskforce process, we received significant pressure from Senators Pryor and 
Rockefeller and Representative Waxman to include drug price controls. Instead of doing 
this, we developed a compromise which included a "breakthrough drug board" and 
provisions to require rebates on new drugs from drug manufacturers as a condition of 
participation. in the Medicare program. These proposals have never made sense and simply 

· angered the drug and biotech manufacturers. The Labor and Human Resources and Energy 
and·Commerce Committees removed these provisions. We should, too. 

· Eliminate Boards and Committees: Our bill has suffered from the label of "big· 
government", in part because it includes dozens of boards and committees. These were 
established mainly at the request of HHS. We should remove a series of these from our 
bill. 

Eliminate Some Fraud and Abuse Provisions: Lloyd Cutler has correctly pointed 
out some areas where our fraud, abuse and compliance proposals might ·lead to too many 
lawsuits. We have worked out an agreement with the Departments of Justice and HHS to 
streamline some of these proposa]s. -

. Eliminate Some Prescriptive Language: There is too much prescriptive statutory 
language in our bill which could be left to regulation. If we pull a lot of this language out, 
the bill will be shorter, tighter and less regulatory. 

INCREASED SUPPORT FOR ACADEMIC HEALTH CENTERS 

The Labor and Human Resources committee bill substantially increases the 
dedicated pools for medical training and creates a dedicated fund for biomedical research. 
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We expect and would support additional funds going to academic health centers and 
biomedical research beyond what was originally proposed in the Health Security Act. 

These and similar changes could produce workable bills which are worth fighting 
for. The changes are significant enough to be meaningful, though our adversaries will 
claim that we have not changed enough. 

Majority Leader Gephardt has indicated that a bill like this could pass the House. · If 
_ we fight for it in the Senate, I believe we have a chance to gain a majority for a bill like 
this in the Senate. . . · · 

The alternative is to admit defeat and see the health care fight turned into a route. I 
go not believe that the Republicans will allow a universal coverage compromise that has a 

. ~pance of success unless we can succeed in turning the public debate back on them around 
a re-launched bill. · . 

We may not win the fight if we wage it, but we will be in a stronger position to 
negotiate if we do fight than if we simply admit. defeat. · 
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July 18, 1994 

MEMORANDUM FOR PRESIDENT BILL CLINTON 
HILLARY RODHAM CLINTON 

FROM:. IRA C. MAGAZINER 

·SUBJ: 

You must decide in the next few days whether to fight for comprehensive health 
reform or to retreat. If we linger much longer without deciding, circumstances will overtake 
us, options will diminish and we will suffer a massive defeat. 

There are a number of questions whose answers should form the basis for your 
decision: 

1. Can we win passage of a comprehensive bill given the reluctance of Democratic and 
Republican moderates to vote for one? 

2, Is there an incremental policy which allows us to address many of the nation's health 
care problems· and not do harm so that the fight we have waged achieves some of its 
objectives? 

3. Can a retreat be with honor, or will the President suffer a blow which harms his 
presidency in a debilitating way? 

Can We Win? 

I believe that with the same type of effort we expended on the budget and NAFTA, 
we can secure 50 or 51 votes in the Senate for a sufficient triggered mandate and cost 
containment. Once this is achieved, the political dynamic will change in our favor and we 
can break the defeatist attitude which has gripped so many people these past few weeks. 

• Chris Jennings and Steve Richetti believe as do I that with the normal level of 
backbreaking work required of any serious initiative, we can' secure 43-4 7 
votes in the Senate for a "hard trigger" with some form of cost containment. 

/, -
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Assuming that Senators Chafee, Durenberger and Danforth will not join us ·at 
this time, we start with 57 possible votes. (56 Democrats plus Senator 
Jeffords). ·We will likely lose Senators Shelby, Nunn, Boren, Johnson, Kerrey 
and Bryan. We c,an afford to lose one more. I don't believe we have to lose 

_anyone else, even though a number of others would prefer not to vote with us. 

· We can construct the votes so that Senators like Lautenberg, Feinstein, 
Leiberman, Rohb, Kohl, and o~ers who are skittish can offer amendments 
which lighten the load on small business or take other steps which can give 
them some cover for their votes. 

• If Senator Mitchell can put a good bill to the Floor and we can sustain it when 
the Republicans try to strike the trigger provision, I believe the House can· then 
move. Passing a· serious bill out of the H~use will not be easy either, but 
shol:lld be possible once members see that the Senate is moving. 

• Senator Dole and the moderate Republicans will then face a decision OJl 
whether to filibuster. I don'tthink that they can sustain a filibuster nor that 
moderate Republicans will even want to do so. The public debate will, I 
believe, shift our way once the Republicans are put in the position of having to 
obstruct universal coverage. 

Editorial opinion is overwhelmingly on our side on universal coverage 
--the New York Times, Washington Post, USA Today, Philadelphia 
Inquirer, Boston Globe, Atlanta Constitution, Detroit Free Press, Los 
Angeles Times and many others are supportive. 

Most groups support universal coverage and employer requirements. 

The public overwhelmingly supports universal coverage and employer 
requirements. 

Even if one is skeptical about our chances to achieve 50 votes, we should go all out 
and try. We' will have no strength in the debate unless we do. 

Incremental Policies 

Health care reform is a frustrating issue because the kinds of partial solutions which 
appeal to the political world, often have adverse effects on the real world. Past decades are 

· littered with attempts at partial solutions which had little or often even negative effects. 

CLiNTON LiBRARY PHOTO . 
. . copy 



3 

• Attempts to control costs such as DRGs or numerous state insurance revisions 
which either failed altogether; succeeded in one sector (hospitals) but caused a 
skyrocketing of costs i:ri other sectors (home or outpatfent clinic) costs; or 
shifted costs from one set of purchasers to another (large companies with 
buying clout to small companies with no clout). · 

• Insurance, quality and consumer protection reforms with loopholes which 
made them ineffective but contributed to the growth of bureaucracy and 
paperwork. 

• Insurance market reforms and subsidy programs designed to increase coverage, 
· which mainly had the effect of increasing costs, decreasing coverage for 
working people and on occasion marginally assisting poor or sick people. 

It is difficult to design programs to do good, do no harm and use resources efficiently 
in the absence of universal coverage, comprehensive cost containment and the elimination of 
insurance company II cherry picking. 11 

Many politically savvy people with little knowledge of health care policy presume that 
there is a continuous loaf of bread which can be sliced to give a bigger or smaller piece but 
will taste good either way. This is not the reality. 

The partial programs which have been proposed by Senators Dole, Cooper or Chafee 
or the Senate Finance Committee all have adverse effects on important democratic 
constituencies, are all underfunded, will all increase coverage marginally at great Federal 
cost, will lessen choice and increase cost to many who now have insurance. 

If these partial reforms are enacted, many will be angry when they lose coverage, see 
higher costs or lose choices due to health reform. ·The President will be blamed ifhe 
embraces these solutions. 

If we give up on universal coverage and real cost containment, we can still design an 
. incremen~l program which will increase coverage for children, some poor people and some 

workers in between jobs. However, the program will increase system complexity 
dramatically, will require significant additional Federal spending which may increase 
dramatically over time if the program remains funded, will not do much for the middle class 
and will leave most problems unsolved. 

Designing programs which increase coverage for middle class working people and 
their families without encouraging employers to drop coverage of current workers is not 
easy. The whole process can be like trying to build sand castles in quicksand. 

On top of this problem, financing even these incremental programs will anger key · 
constituencies to accomplish relatively little. The Dole plan uses Medicaid and Medicare 
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money in ways which puts states and the poor at great risk and give nothing to seniors or 
rural and inner-city hospitals and is_ still underfunded. 

·Senate Finance is also seriously underfunded, relies on significant Medicare cuts with 
little senior benefits and taxes plans now held by many workers with good health insurance 
which will raise their prices significantly, all to achieve a modest increase in coverage. 

The Cooper bill is $300 billion short to achieve 91 percent coverage even though it 
takes tJ:le tax deduction away from most existing health plans . 

. The bottom line dilemma stems froin the following risks: 

• In the absence of cost containment, health care costs may continue to row 
influencing firms to drop coverage. · 

Cost containment comes at someone's expense --either doctors, hospitals and 
insurers must become more efficient or suffer declines in pay or profit; or 
consumers must have their benefits, services or health care choices limited. 

Under the HSA, we put the insurers and provide~s at risk and protect 
consumers and employers. If the health industry achieves modest productivity 
improvements, their incomes continue to rise; if not, there may be a slowdown 
in the rate of increase of pay (which has been six times higher then average 
over the past 15 years). 

Under the Senate Finance, Cooper and Chafee bills, employees and/or 
employers with good health plans are put at risk and the cost control is only 
marginally effective. 

• . Increases in coverage with comprehensive benefits must be financed. If 
.universal coverage is not achiev~d, cost shifting continues from the remaining 
uninsured so these savings which are available in a universal system can oruy 
partially be achieved. 

~ o method of financing is painless: 

Ways and Means has an employer mandate plus significant Medicare 
cuts (much higher than in the HSA) a taxation of premiums paid for 
dual worker families; and tobacco taxes and achieves universal 
coverage. Hospitals and seniors will oppose the Medicare cuts. 
Employers will also oppose the tax and cost shifting inherent in the 
proposal. 

Senate Finance taxes high cost plans, has a bigger tobacco tax than the 

CLINTON LIBRARY PHOTOCOPY . 



5 

HSA and Medicare and Medicaid cuts to increase coverage marginally. 
Seniors and hospitals will oppose the Medicare cuts; unions and many 
large employers will oppose the tax onhigh cost plans. 

• Insurance reforms in the absence. of comprehensive reform do little good and 
can do harm. 

They raise rates for those who currently have insurance~ 

They can increase the·number of people who drop coverage. 

They are. hard to keep free of loopholes. 

Those with good risk pools -- most major corporations -- as well as the 
insurance industry opposes them. 

The Consequences of Backing Down 

I don't believe it will be easy for the President to sign an incremental bill without 
putting himself in jeopardy politically. I also don't believe it will be possible for him to veto 
a bill which expands coverage for worthy populations. 

I understand that Stan's research shows that people will give the President credit for 
trying even if he backs down and signs a partial bill that does not achieve universal 
coverage. 

I question whether this reaction will be stable when the media and the Republicans 
start trumpeting the story that the President has failed on his most important domestic 
priority. 

We could face a summer of Whitewater hearing stories and who lost health care 
stories which drown out good economic news and the crime bill. 

Core constituencies could feel betrayed. White House ineptness, a President with no 
backbone, etc. etc.; would fill the airways.· I am not sure that Stan's polling and focus 
groups would come out so well after this type of pounding. 
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PURPOSE OF :MEMO 

AttaChed is a mft proposal for the public strategy/organization of health care 
through Easter. Its purpose is to generate discussion in hope of coming to some 
initial closure soon so that we can get planning underway. This plan reflects only 
public events and media engagements, leaving all private meetings and· 
congressional obligations off. 

Piease add your comments and return to me so that we arrange a meeting to -
discuss the revised plan. Please return by Thursday afternoon .. 

GOAlS OF PUBUC STRATEGY OF HEAL111 CARE 
. . 

This plan assumes that our goals are to (1) restate the problems of the current 
health care system immediately around the State of the Union; (2) use the period 
from the speech to March 4 (when mark-ups begin) to continue to "draw a line in 
the sand" about our non-negotiable issues as well as to illustr~te why our plan is 
best; and (3) to use the post-mark-up period to travel to targeted areas and to 
remain flexible enough to respond and defend some of the key issues which will 

. come under attack during this time~ 

PlAYERS 

This memo reflects suggestions for Presidential and First Lady activities. Once an 
initial plan is signed-off on, a condensed version could also be useful for Cabinet 
members, Members of Congress and surrogates as they look to plan their health 
care activities. · 

AUDIENCE 

The events listed below are primarily geared toward .the general public, although a 
few are Congressional events and for more specific constituency groups. 
Additionally, some of the themes can be expanded to appeal to opinion leaders. As 

· further planning for specific events takes place, appeal to a certain audience, i.e., 
··union fiimilies, middle-upper income households, women, etc ... can happen. 

ISSUES 

The following issues are presumed to be the focus of the CongreSsional debate on 
health care, at least in this first segment. The calender that follows has 

· attempted to address all of them in a timely fashion. The asterik denotes issues 
which should be aimed at the general public versus specialized groups or 
Congress. . 
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1) Universal. v. non-universal coverage* 
2) Small business and the employer mandate 
3) Comprehensiveness of the benefits package* 

Is it spelled out in advance? 
Emphasis on preve!itive and primary ca:re 

4) Education of structure of system--alliances, etc ... (role of government) 
5) Premium caps--how we control costs* · 

BREAKDOWN OF TIMING 

This proposal covers next week through Easter, With some areas more filled out 
than others. Next week will be dominated with the President's trip abroad, and 
we should discuss how much news we feel we can make, or need to make, on 

·. health care as a result. No activity is presently reflected on the schedule. 

PROCES.S-;.PROBLEMS 

We have a tendency to immediately pursue "presidential events" whenever we can. 
We have seen, however, that we cannot always guarantee that they "break 
through", that the audience and message are perfectly matched, or that we don't 
come close to repeating the "EITC event" relationship with the press. I believe we 
are in a situation as we begin a new year and a new phase of selling/educaung 
about health care, and as we recognize the duration of this mission, to refrain 
from being so Presidentially schedUle driven, and instead become more creative, 
calculated and effective. Far too many resources are used for some of these events 
which get us nothing. 

*As health care events have become more frequent, we have risked being· 
uncreative or not so thought out. This has led to events which have not had 
maximum effect because of poor timing or conflict with other news.· While we 
cannot always control, or protect, the health care story, we should not knowingly 
create events which won't break through or will be buried. It is one thing if an 
event is targeted to a regional or specialized audience, but another if ail event is 
put out there without a strong news hook. One of the most successful events I 
think we have done in this first phase was the simplification event at Children's · 
Hospital. We unveiled a new, important piece of the plan, our visuals were 
excellent, we had "real" people offering testimonials to the problem~ the President 
was able to have the problem illustrated to him first-hand, and his remarks were 
sharp and focused. The coverage was· wide, positive and educational. · 

*On a similar note, our internal communication has broken down on 
occassion. It seems that the public and event strategy is being discussed in a 
multitude ofplaces and not being properly conveyed to the people who need to 
implement it. Additionally, the implementers have often had pertinent 
information that should be heard during the formulation of the plan, but which is 
not. This has led to missteps such as the seniors' event in the Oval Office which· 
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became a photo opportunity at the last minute due to a lack of internal 
communication. · 

*In the past, our public activity has not always been tightly coordinated 
with our legislative strategy. We have had sever~ missteps in the planning of 

. trips on the Congressional side that end up being more damaging than helpful. 
Additionally, the lack of advance notice to members has, again, ended up hurting 
as ~opposed to helping. · 

*Coordination with the First Lady's schedule has also lacked the efficiency 
it could have. It is proven that her events are always good and well planned in 
terms of generating .Press. We need to take better advantage of that and need 
help in fully integrating her schedule into the main one. Additionally, thiS plan 
reflects many suggestions for her schedule. I am unclear as to how we get these 
suggestions represented and in the mix. 

*The sign-·off process is still ambiguous. It is unclear how proposals are 
made, who is involved in the process and whose_ word is final. This has led to 
constant revisiting of plans. Additionally, we have had many situations where we 
thought something was signed-off on by the principals when it fact it wasn't. 

*There is no sense that health care people are at the table when plans are 
being proposed to the principals. This has resulted in ideas being rejected without 
a "full-hearing" about the rationale for them. 

PRO~ RECOMMENDATIONS 

· .*A weekly health care planning meeting specifically for the public plans of 
the President and First Lady. From there, a subsequent meeting can be held to 
get the Cabinet and surrogates on board without all of the people in the first 

· meeting needing to be there. The goal should be to get far ahead enough that we 
are actually discussing two weeks ahead so that the necessary planning can be 
done. 

*A system by which we ean integrate and plan the health care calender 
with knowledge of the non-health care calender. If this does not happen, we are 
planning in a vacuum, which is a waste of time. 

*In some instances there are a few events which need sign-off unusually far 
ahead of time, i.e., the AARPIAHA Town Hall. We need to establish a mechanism . 
for doing this--the results will be worth it. 

*During the planning for the launch in September, we had several 
"coordinated press meetings" with Bob Boorstin, Lisa Caputo, Jeff Eller, Mark 
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Gearan, David Gergen, Julia Moffett, Dee Dee Myers, Patti SoliS and George 
· Stephanopoulos. These enabled us to identify ways to make news without 
creating events. In many instances we were able to identify press opportunities to 
really help drive a particular message. The meetings allowed for a clearinghouse 
of all media proposals floating around "out there" and were very useful for 
everyone's planning purposes. One every two or three weeks would do it. 

*As I am sure everyone has experienced in different situations, having 
adequate briefing time with the President has made all the difference in the . . . 
world. The remarks are clear and focused and all the connections that we work 
hard to create with these events are realized and maximized. 
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To: HRC 

· From: Ann Lewis et al 

9/28/94 

·_ Talking about Health Care: Questions ~d Answers 

RULES OF RESPONSE 
' ., ' • i· 

1. Be r~ady with your "hinge" or '\vhat went wrong" 'statement and use to reframe obnoxious 
questions. For example: , 

I agree th~t we should have done some things differently. I think we were naive; we should.-
. have broughtthe press in earlier, aspa,rt of our outreach efforts; - . . 

. . ' . . 

We underestimated the degree to ~hichpartisanship inade compromise _impossible; (while·
avoiding naming the John Chafees and Dave Durenbergers by name, thi~ is an opportunity to 
remind people th~t'health care was hailed as the Administration ;s best example ofbi-partiscm 
outreach for a long time ... point out that "we were very optimistic because there se{mied for a; 
.time to be a genuine bi~partisan interest in solving this problem ... ~l'm disappointed, of course .. .I 
believed that people. would stick to what was right and what they saw and we saw the country . 
needed (use anecdotes about actual ;tories from 'visits you made with Members .. sitting around . 
the kitchen table on the xfamily farm in Minnesota.:.)Another example would be to name. ' 
Republican staff like Sheila Burke as no doubt be in gas disappo{nted as you are. · 

And we underestimated the amowit of time it wouldtake to achfeye such a large scale chtinge · 
· on an issue thatisso important to fiO many.people. We never r~n out of trying; We ran outof 
time. (fhe consensus of the group was that this resonates well with the broader audience, who. 
still support reforming health care butthink it should be done over a longer period ~I time. Use 
examples of recent legislattve victories -- like crime bill, NAFTA, ·Brady bill, Famlly and Medical · 
Leave, that took several years but eventually got done) · . · . · · -

In addition to recounting some of the stories you experienced and talking about the people you 
met, also talk about some of the President's stories and health care anecdotes.· . · 

' 1 . .. . . . , 

2. Don't personalize; do use humor to deflect more outrageous questions, especially about your 
state of mind: · . · 

I am so glad you asked me that question. When I read some of the accounts of my mental state,. 
I]eellike Mark Twain when he read his own obituary. The accounts of my passing are definitely/ 
premature! · 
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.3. Bring in the voices .and experiences of other people whenever possible: the families you met, 
-the people :who have written, and continue to write; the health care provi4ers who are-out tl1ere . 
doing th~ir best.' Get out of won/lost questions by talking about the American people. _(Again; 
the. stories sho-tild include some of the .President's as well as yours.) · · 

4. Talk ab~ut the President, both in t~rms of your health care assignment and future projects. 

Responses to specific questions 

1. See Rule_# 1, above~ Ifyou get a repeat or follow up: 

As !said, I think we were naive. We underestimated the extent of the opposition. I don't think 
we were. arrogantto try to bring about change _on an issuethat is so important in the lives- of so 

.. mariy people. We may have_b~en over-optimistic. . · 

2. I think the impression thahhis was a secret process proves shoW's that we failed to tell people · 
. how hard we worked to bring them in. Wernet ~d listened to and worked with thousands of
people. ·But we should _have done a better jop ofexplaining What we were doing. 

. ' ' . . . ·. : ,l ' ' . . . .·. . . . •' .. 

·. ,3'. If you get both questions 3 and 4, this maybe the iimefor some hum'or: 
I . 

· We clearly .didn't d~ everything right, but can I point out that we couldnot·have been both 
-secretive and chaotic? In fact, we tried to design a process that would bring in the largest number 
. of people and the· largest amount of infoqnatioh in the· shortest possible time.· - · . --.. 

. ·. ' . . . 
' .. , 

4. Well as I've said, we mayhave underestimated. the power of the opposition; 

But I don't thillk:'the fact thatwe submitt~d along bill indicates anything other than the fact that 
we felt strongly~about giving the public the facts ~- how it :would work, how people would be ' 
effected, and how it would be paid for. You know, major legislation never makes for light beach 

. reading. The. crime btll that passed last month was more than 1500 pages, NAFTA l~gislation 
was literally thousands of pages. Long legislation is not a new phenomena, nor is it limited to . 
,heaith care. · ' 

. The plan we came up with as a recommendation was just that-~ a recommendation. We tried · · 
___ very hard to work with members of Congress who had other suggestions~ to find a compromise. -
_As. the President him~elf said many times; w~ have rio pride ofauthorship .. We welcomed better 
ideas. .. 

' . 

. . · 5. We discussed every aspect ofthis plan with the head of this administration: The President. I 
· toofthis assignment at his request, and I was and amvery conscious of the fact that we were 

·.·.' 
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. ' . . .· . . . . : ·: .. 

· · ~orking forhim. This is hisadministtation, and this was his aqmini.stration's recommendation 
·for health care reform. . 

·3 

6:. I think we had very good. support from'. people who agreed with. us about the iniport~ce of •< 
· universal coverage. A lot of very good people worked very hard· on this project. I was proud to 
work with them. Maybe I should have worked harder; they' certainly did their part. · · 

· 7. I am sorry that we were u_r1able to get Repul?lican support at the end of this Congressional 
session, but 1 think that had a lot to do with chartgirig ·dynamics within that party. You i:uay 
remenibet that at the beginliing of this process, we tried very hard to work with Republicans on 
health care. 'l had~: number of meetings With congressional Republicans, and we had many very 

· serious discussions. Unfortunately, it seems the hardening nature of the partisan debate finally . 
made the cooperation we hoped for impossible. . . 

. . 

·. 8: Compromise answeragain. ... 
.. I' . . . . . . . . : ... · ' . ,. ,· ' ... ·.· ,, ·' .. ·. . . 

9. I w1~h l could brmg here the people I talk to all ove! the country who are so eager for health 
· eare reforin ~ from families concerned about what is happening in their lives to health care . 
· providers who are trying so hlli:-d' to ,meet the needs of their patients. As I've said before, I do~'l 
.. think we were narrow:; we may have been naive. And 'then we ran out of time. . . . . . . 

1 d: Irajs a very able public serv~t who has worked very hard. I am proud to work with him. ( 
·think as. ~ore. information becomes available about the efforts ~e made~ and how. hard he worked 
to reach out and find a workable compromise, that his contribution to this project Will be . 
appreciated .. · . . ·· · . . · · · 

11 .. I agre~ ·that we did not succeed in reaching enough . people. The importance of health care • 
·· reform has always been what it means for working f~ilies, people in the middle clas~ who are. 

being squeezed by rising costs. Unfortunately those families are still at ri.sk today, which is one 
very important reason why I will continue to speak up about the need for health care reform . 

. 12. · Did we have a failure to communicate? Yes, we did. 1.\nd when I think of the people I met 
with over the last two years;the many familie~ I've talked with, the people who have sent me . 
letters ab()Ut what is happening to their OWn families ... when I·thinkhow important this question .• 
is to them, I ain really disappointed that we were not able tci do inote. · · . .. ;-'· .·· 

. That's why w'e're going to keep on focusing on this issue~ Maybe I can learn to communicate 
better: · . · · · · · .. ·. 

: 13. SeeRule #] -- and smile . 

. · 14. I don't score this as a personal defeat or a political defeat for me. The people who had the 
most at stake in this de bat~ don't live at the White House: they live all over this country. I've 
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. . . 
been talking'with them, meeting with them, reading their letters-- and I know how important this 
issue is to them, )'hat's why I'm going to keep trying. · ' · · 

15. Similar to 14, above. Questions about future projects should also refer to the President, 
I 

• t ~ • 

. •.'· 

. . ; ' . . . 
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DRAFT 

Talking About Health Care 

The following is a guide to talking about our health care proposal with an eye toward 
communicating as clearly and consistently a.S possible. 

From now on, we should start referring to the proposal as "The National Health Security· 
Act. 11 It should not be referred to as the 11health security proposal, 11 or as "the President's 
health security plan." The word "proposal" is preferable to plan (too definite) or program 
(too bureaucratic). If we call it a "plan," it might b~ confused with the plans that are 
offered in every region. 

General Points 

1) Avoid the academic debate. Do not use tems like "managed competition," 
"single payer" and the like. If pressed on these approaches, talk about the National Health 
Security Act as a blend of different approaches -- a uniquely American solution to an 
Americari problem. And then move on to explain how the proposal will affect consumers. 

2) Humanize everything. Using your own story or individual stories is the best way 
to communicate about health care. Concrete examples lead to understanding. · 

3) Don't stress "managed care" or "HMOs." When you refer to health plans, 
emphasize choice and remind people that they have the option of paying each time they go 
to a doctor (getting their health care just as they do today), or choosing a network of 
doctors and hospitals that provide care. We are not going to force anyone into any kind of 
health plan. 

4) Stress bipartisanship. Health care reform is an issue above partisanship, above 
politics. Politic~ differences should be set aside for the sake of providing health security to 
American families. This is an issue on which Democrats and Republicans must and will 

. unite. 

5) Put everything in the context of the status quo. When talking about parts of our 
proposal, first talk about the problems of the current system. Then go on to talk about 
how reform will improve the status quo. 

6) Emphasize preventive care. Prevention is one of the cornerstones of the 
National Health Security Act. Preventive services are covered fully in the comprehensive 
benefits package, which will lead to long-term savings and a healthier nation. 
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This is not an argument about "access" or"universal coverage" o_r "extending coverage" 
or "the uninsured." We should not even talk about "37 million uninsured" because that is · 
not who. the proposal is designed to protect. The National Health Security Act is 
designed to guarantee that no one will ever lose health coverage. It is therefore aimed 
at the vast majority of middle-ciass Americans who have insurance but live in fear of 
having'it taken away .. 

Savings 

Here we are speaking.to many different audiences·at the same time. For the consumer, we 
do not promise to "lower" or "reduce" health care costs; we will, however, stop the . 

. overcharging in the current system, limit how much you can be charged for your 
health care, and limit how much insurance companies can raise ~our premiums. 

For small businesses; we ·should stress that they will be able to get a discount on health 
coverage for their families and employees. If asked why small businesses should pay, 
you might use the following example: "It's just not fair that the gas station on Main Street 
that insures its employees ends up paying for the car wash down the street that doesn't. 
When that car wash employee gets sick, he walks into the emergency room and we all pay 
for it: in higher health premiums, higher hospital costs and higher taxes." 

For the nation, we do not promise to "lower" or "reduce" health care spending, but we 
will control the growth of health care costs. We should not refer to "strict budgets" or 
"budgets" in any way; again, we should.discuss this in terms of limiting the growth of 
heciith care costs. 

We should not over-promise on deficit reduction; we should say that our goal is to 
eventually reverse the trend of health care adding to exploding deficits. 

When discussing Medicare and Medicaid, we do not talk about "cuts," but about savings 
that we get when we slow the rate at which the programs will grow and get people off 
Medicaid. 

Simplicity 

We should talk about reducing papeiV{ork that is choking the system and cutting through · 
the red tape. The United States spends more on health care bureaucracy than any other 

· nation; with reform, we can do better. 

Emphasize the single claim form that replaces the forms from the thousands of different 
insurance companies as an important step to reducing the fonns that clog today's system. 
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· Whenever possible, health alliances should be downplayed, because they add to the 
illusion of more complexity in the system. 

Quality 

We should talk about improving the quality of American health care, not about 
maintaining or preserving it. One or the cornerstones of improving quality is emphasizing 
preventive care -- keeping you healthy before you get sick. Another is providing 
consumers with the information they need to hold doctors and hospitals accountable based 
on the quality of care they give. 

· You might say: "Armed with consumer report cards on each health plan, for the first time 
consumers will be able to choose doctors and,plans based on quality and price." 

. We should not refer to "unncessary care" ; instead we can refer to care that is 
inappropriate and potentially harmful. Remember: people think you cari never spend 
enough money on health care (either individually or as a nation) and never get enough 
tests. People believe the reason we spend so much on health care is because of 
inefficiency, waste, and fraud-- not because ofthe proliferation oftechnology and 
expensive tests. 
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HEALTH CARE UNIVERSITY CONCEPT/IMPLEMENTATION PROPOSAL 

Majority Leader Gephardt, Majority Leader Mitchell, and Senator Daschle 
have repeatedly raised concerns about the limited education level of Members 
as it relates to health care. Senator Daschle and Congressman Gephardt have 
promoted- the establishment of a kind of "health care university" for Members 
of Congress. They believe the·"classes" should be open to Members of. both 
parties. The First Lady·believes that the Leadership's suggestion is excellent 
and should be implemented as soon as practical and advisable. 

Mrs. Clinton has asked that the following proposal for a s~ries of health 
care briefings (she would prefer to use a title other than Health Care> 
University) by Administration health policy and legislative affairs 
representatives be gtv~n to and reviewed by the Congressional Leadership and 
theti- staffs. Before proceeding With the outline, however, we wish to stress 
that the Administration believes these important presentations should be · 
viewed as a supplement to, and not a substitute for, the consultations 
that have and will continue to take place with the Congressional 
LeaderShip. · 

We believe that the establishment of a health care university-like entity 
(from now on referred to -- at least temporarily -- as health care briefings) 
has great potential. If done well, it the process should: 

(1) Reinvigorate the "need for action" mentality that, until very 
recently, had been ·effectively fanning the flames of desire for 
comprehensive health reform in the Congress; 

(2) Ease Congressional concerns about, and raise Member comfort 
levels with, the President's proposal to address the problems; 

(3) · Better enable prospective Congressionat supporters to explain, 
defend, and sell the President's proposal; and 

(4) Be utlllzed to help educatesurrogates in home Congressional 
districts. 

Achieving success in briefing Administration, Congressional, and other 
influential individuals will depend on the ability of the health care briefings to: 
( 1) communicate our message in a simple, understandable way; (2) utilize staff 
resources most effectively; and (3) be responsive to the information needs and 
time constraints of those we will rely on to support the President's health 
reform initiative. To develop and implement an effective educational briefing 
process we will have to successfully: 
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• Target the Issues 

• Target the Best Personnel to Make Presentations 

• Establish a Staff/Intake and Scheduling Process 

• _Prepare the Briefing Materials and Presentations 

• Brief and Train the Briefers 

• Develop a Workable Timetable 

TARGET THE ISSUES 

The briefings should convey a simple, concise message and be 
· responsive to what we know to be the major thematic priorities and 
interests of the majority of the Congress. As a first cut. we propose llmltlng 
the briefings to no more than 10 broad-based issues: 

. (1) An Overview of the Plan, its Design and its Philosophy; 

(2) · Consumers in the New System; 

(3) Cost Containment and Budgets; 

(4) · Savings, Costs and Financing; 

(5) Sm811 arid Large Businesses in the New System; 

(6) Health Care ·Providers in the New System; 

(7) Federal/State Roles; 

(8) The Elderly in the New System; 

(9) Rural Communities and the New System; and 

· (10) Urban Communities, Underserved, and the New System. 

Issues such as Medicare, Medicaid, Veterans. Federal Employees Health 
Benefits, medical malpractice, anti-trust, quality, publlc health, benefits, etc. · 
would be incorporated into the above mentioned categories. Special and more 
detailed briefings on these and the whole rartge of other issues would be 
provided to Administration representatives, Congressional Members and staff 
on an as-needed and requested basis. · CLINTON L!B RARYPHOTOCOPY 
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TARGET THE BEST PERSONNEL TO MAKE PRESENTATIONS 

Briefing Members of Congress always ha~ the potential for great benefits, 
as well as great risks. The key is for Members· to leave the presentations both· 
impressed With the substance of the information given and the competence -
(and likabilicy) of the presenters. _ 

Included in the definition of a competent Congressional briefer is _ 
knowing -- going in -- what are the historic sensitivities of the Members 
present, in other words, to know what to say and how to say it and to know 
what not to say. If the personnel chosen meet these criteria, the benefits of 
these briefings are almost boundless. If, on the other hand, Members leave 
presentations With a sense that briefers are either incompetent, arrogant, 
condescending, and/or disrespectful, an effort With the best of intentions could 
well turn out to be a total disaster. All of this is to say that the personnel 
chosen for Congressio~al briefings is critically important. 

Policy Expert Resources 

Within the White House health care working groups and the 
Departments (in particular, HHS), the Administration has an impressive array 
of health care policy experts who could serve in briefing roles extremely well. 
(In most cases, Ira and Judy -- in particular -- have been, and likely Will 
continue to be, very well received.) Having srud this, the other briefers that we 
will need must be evaluated carefully _..;. keeping in mind not only how 
competent they are, but how well they will be received by different collections 
of Members. (We have prepared a tentative staff resource list linked to the ten 
topics previously mentioned, but it is undergoing final review by the White 
House and HHS --'Jerry Klepner's shop; in any event, it will be a continually 
updated list based on_ the briefers' performance and Congressional reception.) 

Legislative/Policy Resources 

We strongly advise that those most familiar With the Congress and their 
predilections-- the Administration's Legislative Affairs staff-- play a major 
role in briefing the Members and the staff on this issue. The White House and 
Departmental Legislative Affairs staff (particularly at HHS) have strong and 
long-standing relationships with the Members and staff that should be utilized 
to the benefit of the Administration's health reform effort. · 

At every briefing, there should be- one Legislative Affairs Administration 
representative who has equal status to the policy presenter. This is absolutely 
necessary to best assure that no situation gets out of hand, that there is a 
politically sensitive individual always present, that there are careful notes of-

(_ the meeting, and that responsive follow-up occurs. 
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ESTABLISH A STAFF AND SCHEDULING PROCESS 

The scheduling of the university and other requested briefings should be 
coordinated out of the .War Room. This work should be closely coordinated 
with the Department ·or Health and Human Services' Office of the Assistant 
Secretary for Legislation (and other Department ASLs as necessary). 
In addition, we should Work closely with the House Democratic Caucus and 
the senate Democratic Policy Committee to help coordinate topics, schedules, 
and rooms. The schedule of all briefings should be updated daily, provided to 
Steve Rlcchetti/Melanne V./Chris J./Jerry K./Karen P., and announced at the· 
morning Communications meeting. - · 

To ensure that the briefing operation is a success· requires an 
.experienced and politically sensitive staff person who can work closely with the 
Congressional Leadership and Administration personnel in meeting the · 
scheduling and substantive needs of the Members. We propose that Steve 
Edelstein takeonthis role (in addition to his other responsibilities) and work 
with Loti Davis and other staff at HHS ·to assist him. Depending on the 
volume of and ·desire for briefings. additional staff (perhaps a full-time intern 

' who is mature and responsible) may be required. 

PREPARE THE BRIEFING MATERIALS AND PRESENTATIONS 

In order to ensure the delivery of a consistent, simple, understandable 
message, w_e need to prepare educational materials for the presenters in 
advance of the briefings that all staff can and should use. Educational 
materials should include charts, graphs, detailed outlines to guide . 
presentatl6ns, questions and answers as appropriate. These materials and 
presentations should be user friendly and targeted to specific audiences. 

Working with the initial approval of Ira and Judy, as well as the 
Legislative Affairs staff, Steve E. will assign one policy expert to each of the 
issues chosen for briefings to take the lead in preparing the substance of the 

.·briefing materials and their presentation. He will make certain that·each 
presentation is finalized on time and in the best format possible. The 
Communications staff will review and edit the briefing materials for clarity, 
directness, and consistency of message. 

The presentations Wlll also be screened by Legislative Affairs staff to 
··ensure that they meet the needs of the audience. (They will know who is 
attending because we propose·to llmlt the siZe of each briefing to between 25-
35 Members and have them signed up in advance of the briefing; we believe 
that such a small structure will best assure a less lecture-like atmosphere and 
better encourage a gtve and take constructive discussion.) 

CLINTON LIBRAR . 
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Each "class" will be structured to briefly outline the problem(s) with the 
current system, how the President's proposal addresses the problem(s) (if 
relatively non-controversial), and the rationale behind the Administration's 
proposal. The briefings will be designed to last no longer than 60 minutes: 
20-30 minutes (at most) of presentation and 30-40 minutes for questions and 

·answers. On an as needed basis, these classes will be repeated. 
. . 

Substantive and detailed presentations about the most controversial · 
policy recommendations -- if they are even available -- of the President's 
proposal should be avoided. There is great concern among the Congressional 
Leadership that controversial recommendations-- such as financing, exact 
cost containment mechanisms, etc. -- could lead to public and potentially 
problematic disclosure. Instead, the Majority Leaders have suggested that we 
detail the options we are considering to address the most challenging issues. 

BRIEF AND TRAIN THE BRIEFERS 

Communications staff will be needed to provide guidance to all briefers 
on how to orally deliver their presentations in an easily understandable 
ma.nrter. In addition, before each presentation, the Legislative Affairs staff 

· from ·either the White House or the appropriate Department (usually Jerry . 
Klepner's shop) will brief the presenters on who will be in the audience, what 
issues are particularly sensitive, what issues to highlight, and how best to 

· present complex, potentially controversial materials: 

DEVEWP A WORKABLE TIMETABLE 

We need to make a final decision as to when lt would be most 
appropriate and useful to commence the health care seminars. Senator . 
Daschle originally envisioned the "classes" beginning after the legislation had 
been introduced. However, he and Majority Leader Gephardt (and we believe 
Majorlty Leader Mitchell) thinks it may well be advisable to begin to brief · 
Members before the release to reinvigorate their desire to be involved in the 
health reform debate and to create a greater comfort level with what the 
Administration is doing in this area. We also need to determine when it would 
be most appropriate to incorporate Rebublicans into the briefings, i.e., would it 
be best immediately prior to or immediately after the President's unveiling of 
the plan? · . 

. If the President is going to unveil his package by not later than late 
September, the implementation of the start-up recommendations for the 
health care briefings must occur almost immediately. The following outlines a 
possible workplan tlmeline to help with tentative scheduling. 
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MEMORANDUM 

To: Hillary Rodham Clinton 
Fr: Jay Rockefeller ~y f{2. '" 
Da: May 26,1993 
Re: HEALTH CARE REFORM COMMUNICATIONS. 

DETERMINED TO BE AN 
ADMINISTRATIVE MARKING 
INITIALS: Pe DATE: o/-cJo/'o 

,aoo{rOf/D -f . 
---------------------------------------------------------------------

I. OBJECTIVES 

· II. CURRENT PERCEPTIONS 

III. HOW WE CHANGE CURRENT PERCEPTIONS TO ACHIEVE OBJECTIVES 

·IV. UNPACKING THE POSITIVE MESSAGE 

V. UNPACKING THE MAIN ATTACKS 

VI. GRASSROOTS ORGANIZATION · 

V. MEDIA 

VI. ROLL-OUT with Calendar 

APPENDIX A. POLICY SALES TEAM -

APPENDIX B. "-STRATEGY FOR WINNING" SALES TEAM 
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To Keep and Mobilize Public Support: 
- Expose the magnitude of the problem, those responsible, 

those who have profited, and the cost of inaction 
- Build trust in the reformers and the reform process 
- Generate positive reviews from trusted opinion-makers 
- Provide broad understanding of reform benefits and burdens 
** LOSE by. focusing on mechanical details 

To Recruit and Mobilize Opinion-Makers: 
Expose the magnitude of the problem, those responsible, 
those who have profited, and the cost of inaction 

- Provide understanding of how benefits will be delivered 
- Provide understanding of how burdens will be shared 
- Provide understanding of strategy for winning public support and passage 
** LOSE by failing to make them part of the information flow 

To Undermine Opponents, they must be: 
- Shown as perpetrators and beneficiaries of the· problem 
~xposed as divorced from the interests of average Americans 

- Exposed as promoting delay to subvert reform 
- Isolated from each other to prevent increased credibility through combination 
** LOSE by allowing them even one day without scrutiny 

II. CURRENT PERCEPTIONS 

The Problem: . . 
. - Widespread recognition that the system is in crisis and middle-class well-

being is threatened 
- Increasing understanding of the cost of the status quo 

WJCandHRC: 
- Seen as sharing the real-life concerns of average Americans and interested in 

practical solutions · · · 
- HRC events have very effectively, but almost solely, carried the reform 

message 

2 CLINTON LIBRARY PHOTOCOPY 



Reform Concepts: 
- Administration silence has created a news vacuum 
- Vacuum has beenfilled by opponents and haphazard leaks 
- Choking off information has made leaks more valuable and given them 

exaggerated importance · 
- Concepts introduced have not been defined by the Administration: 

Payroll Premium 
Guaranteed Benefits 
National Health Board 
Insurance Reform 

Health Allfances 
Price Controls/Budgets 
Managed Competition 
etc. 

Opinion-Makers (who are or should be allies): 
- Have not been made part of a crafted information flow 
- Are not armed to validate Clinton definitions of concepts 
- Are not energized to recruit their own constituents and colleagues 

DPC, DSCC - Senate 
. Democratic Governors 
Moderate Republicans 
NHPC (Gleason) 
People for the Am. Way 
NAACP, La Raza 
AARP 
AFL-CIO, Machinists 
Small Business United 
Chamber of Commerce 
Health for America 
Chamber of Commerce . 
Council of Seniors 
CDF 
Family Physicians 

. Nurses 
Social Workers 
Medical Students 
Emergency Physicians 
Ob/Gyns 
Community Health Ctrs. 
Religious Organizations 

3 

DSG, DCCC - House 
Democratic Mayors 
Neutral Economists 
NHLC (Redlener) 

·NEA, AFf 
Women's Organizations 
State Party Chairs 
AFSME; UAW, CWA, ILGWU 

"Small Business Leg. Council 
National. Leadership Council 
National Asso. Manufacturers 
Washington Business Group 
Men tal Health Asso. 
Families USA 
Consumer Union 
Pediatricians 
American Hospital Asso. 
Psychologists 
American Public Health Asso. 

. College of Physicians 
Catholic Health Asso. 
etc. 
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The Press: 
Have not been made part of a crafted information flow 

- Have been antagonized without purpose 
- Are being forced to negatively review and .translate the reform plan 

The Task Force: 
- Seen as a secret cabal ofWashington policy "wonks" 
- Motivations and methods are mysterious and divorced from the experiences 

of average Americans , 
- This strength has been turned into a liability 

4 
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III. HOW TO CHANGE CURRENT PERCEPTIONS TO ACHIEVE OBJECTIVES 

A. Pre-Unveiling 

Before the offidal unveiling, the Administration has the upper-hand. 
Opponents must try to attack without a clear target, and are vulnerable to 
being exposed as selfish, short-sighted and callous-- divorced from the 
interests of average Americans. A tremendous opportunity will have been . 
lost if the following steps are not taken before the plan is unveiled~· This 
period must be used· to: 

CP 1. Continue to highlight the problem, those who caused it, · 
those who profit from it, and the cost of inaction:. :: ·~~~~~;.....;-: . 

.. · · .. ·~~~..._~-·,lv~ <....1P'-
. . ~ -~€~ ~::_.·"f"''...,....-~ • . 

2. Build trust in the ~efonners: @.~....,.._ ~· ·--l<Yf<=-.~ +<> P,~..i.. 
,#___,_.....,__ -~·~ . . . 

- Continue to give WJC and HRC opportunities to empathize with the 
real-life struggle of average Americans with the current health care 
system, and show WJC and HRC keeping the focus on real-life practical 
solutions. 

- Focus attention on the real-life motivations of the members of the task 
force and working groups. 

Aggressively market their personal stories. 

- Guide them· in what information to move, rather than choking of£ 
access and creating a vacuum. 

3. Build trust in the reform process:@~~ ~ ··~ ( rs~) 

~ Demonstrate independence by publicly challenging ideologues and 
characterizing those excluded from the working groups as 

· . "professional lobbyists." · 

- Aggressively market stories about thoroughness and integrity (show 
examples of contrarian process, data-base research, consultation 
process, number crunching, etc.) to reassure public that all options were 
exhausted before sacrifice was even considered. · · 
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€i> 4. Impeach the credibility of opponents: 

@ 5. 

- Avoid partisan targeting .. Demonstrate that opponents·are advocates of 
delay or inaction, regardless of party affiliation. Moderate Republicans 
must be broken from conservative ranks. · 

Expose opponents as "professional lobbyists" with values and interests 
divorced from average Americans (document salaries, perks, 

. ideological extremism, and provide all to the media). 

Use classic opposition research to expose their selfish and short-sighted 
motivations, and obstructionist tactics (collect mailings, track ad 
campaigns, investigate expenditures, and provide to the media). 

Document how much opponents will gain by delaying or halting 
reform. 

. . . .- . 

Recruit opi~ion.,.makers: [SEE APPENDIX A and B] ~~~ · 
. . z,)~*~ 

Use two "sales SWAT teams" to initially recruit and then regularly · . 
update opinion-makers-- one team sells the plan and related policy 
concepts, and. one team sells the strategy for winning public support 
and passage. Use slick presentations, slide shows, poll numbers, the 
whole nine yards, and chose the "salesmen" for thei.r Siile~ t~I~nt -- this · 
is no place for anyone with an arrogant or secretive approach. 

- Inform and arm opinion-makers and give them specific missions: so 
_they are able to positively review the reform plan; validate the 
Administration's definitions of key concepts; and woo their own 
colleagues and constituents. 

- Form a network of opinion-makers. and tap into their organizational 
information networks to delivery the message (via computers, fax 
exchanges, regular briefings, local staff organizations, etc.). WJC and 
HRC media events (network and/ or local) CANNOT succeed alone -
there must be a chorus of supporting voices. Deliver message with a 
fire hose, not an eye d!opper .. · · . 

- P.<...-?~·5 \...~ i"'- a._~· P~"-..- ~");..e.~ 
?-- _.._~__._.....·~~c-. "-<~~......_ -r- ,b....,...~~~~:. 

6. Control definition of concepts: 

- Concepts should be defined before the plan is unveiled. Use opinion-
makers, and their information networks, to se_rfi*fl(j . ' 

. . 6 N LIBRARY PHOTOCOPY 
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- ' ' 

Administration's definitions and protect against opponents who will 
undermine reform legislation by destructively characterizing 
underlying concepts. 

- Brief the press immediately after briefing opinion-makers.· Do not 
allow others to translate your concepts to the elite and health beat 
media. Diminish the value of leaks by filling, not creating, news 
vacuums. 

Prepare events, language, etc. that highlight policy concepts that: 

Continue to set the CONTEXT- (1) Exposing how bad the 
problem is, who caused the problem, who benefitS from delay 
. and inaction, and the cost of inaction. (2) Build trust in 
reformers and allies. 

Deliver the POSiTIVE MESSAGE - How reform will deliver (1) 
peace of mind (security), (2) an end to firie print and forms 
(simplicity), and (3) an end to over-charges (savings). DESCRIBE 
CONCEPTS NOT MECHANICS. 

INOCULATE against main attacks- which are (1) reform will 
cause layoffs (small business); (2) we cannot afford reform 
(deficit/taxes); (3) reform will ruin what is left of the system 
(choice/ quality). · 

~- ~p~-hJ'-'\~- - . 
- 3)-.,_,~~ ~~~ ~ -~ er .:::Jf:. ~ 
- tev ..... ~ y., ~ ~ • I . > p - - v -~ .. ' ---- ~<15-"-~. ~ ---........-cy ~ 
~~·~·:.-----...a.. () " I . ~ -/ 

B. Post-Unveiling · "--' ......... ,__,... ,p~ ~ ~ _..._, ~ ;...:> ~ ·. . - /) • 
' ~ '"-(~.v,,...__. u~ ~ .v~-.-r:::s. rl-~-./-.-' 

~c~ . 
G.:> , __ ,,_.;.,_ .. , ::_,...-~ ' 

After the official unveiling, opponents could ·gain the upper h~md if 
they are able to determine which concepts and details the Administration 
becomes absorbed in explaining and defending. It is essential that the 
Administration use its events and other activities to determine the focus. If 
the Administration is only prepared to offer broad generalities, others will 
determine the underlying conversation about concepts, and eventually this 
will turn the debate away from the Administration's over-arching themes 
and message. Therefore it is essential' that during this period: 

1. Continue to brief and give message delivery missions to opinion-makers 
through an established network. 
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~. Relentlessly deliver the over-arching message: 

- "Reform will guarantee that you will never lose your health 
protection; you will never have to battle insurance company fir · print 

. and forms toget the benefitS you pay for; and the brakes will be .?ut on 
overcharges and spiraling costs." 

- Constant reminders about the costs of delay, and who profits from 
delay. 

3. Roll-out the events prepared before the unveiling that highlight policy 
.concepts (NOT mechanics) that: 

- (1) continue to define the CONTEXT 
- (2) deliver the POSITIVE MESSAGE . 

(3) INOCULATE against the main attacks 

4. Apply pressure on undecided Congr~ssional votes with intensive message 
delivery through their home state or home district media outlets. 

- Recruited opinion-makers and the message delivery network should 
be activated in the home states and home districts of Congressional 
swing votes prior to key Committee or floor activity. 

- Before key Congressional activity, national and local events_ should be 
"linked" for maximum .effect in home states and districts. 

Example of a "linked" local/national event (8 steps): 

i. Simultaneous state rallies with Governors and Mayors (local 
and regional coverage). 

ii. At each rally, introduce a state delegation of local citizens (5-6 
people) being sent to Washington for a national health reform 
day. - · 

iii. Press conference at the airport .or train station when delegates 
depart for Washington (local coverage). 
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iv. Conv~rge in Washington with others from a(ross the country 
(bulk of crowd built locally) for mid-morning Capitol rally 
(network coverage). 

v. Delegates visit Congressional offices (bureau coverage). 

vi. Delegates conduct afternoon conference call with home state 
papers and radio stations. · 

vii.· Evening live one-on-one satellite interviews with every home 
state TV news programs. Targeted states would have local 
residents speaking from Washington to every local news · 
program in their home state saying something like: "I went to 
see Senator X to ask him to support health care reform, and I 
believe he will because he cares about people like me and will do 
the right thing." · . · 

viii. · Another press conference when delegates return to their state 
the next day (local coverage). 

Result: Three-four days of saturation local coverage in all targeted 
states and/or districts, tied to national events with network coverage-
all featuring_ "real" people with "real" stories. 

. ' 

Proposal: Four national/local "linked" events: 
· Youth town m~eting in September (target deficit hawks) 

Town Meeting series in October (target Committee vote) 
Lobby Day series in November (target floor votes) 
Rally series in December (target Conferees) 
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_III. UNPACKING THE POSITIVE MESSAGE 

A .. Security - You ·wm Never Lose Your Health Protection 

"I can't enjoy my good health, for fear of bad health"-~ WV worker 

Concepts: (Opinion-makers need briefings and briefing materials on the 
message and mechanisms behind each concept below) 

-Coverage cannot be cut off no matter what 
- Coverage for care at home 
- No longer need to spend down into poverty for LTC 
- Coverage hot affected by job changes . 
-Medical benefits cannot be cut despite income or· 

employment status (guaranteed benefits package) 
- Insurance premiums not affected by health status 

Events: (Local or national) 

- Visit family /family business with insurance problems 
- Visit seniors struggfing to iive at hortie 

· - Visit workers locked in jobs when they should move 
- Talk with uninsured graduating college students 

, -Visit maternity ward & talk with un~nsured mothers 
- Congressional hearings on insurance abuses, drug 

pricing, and hospital overcharging 

B. Simplicity- You Won't Have to Battle Fine print/Forms 

Underlying message: "Nurses and doctors spend more time on paperwork 
than patients: Most of us don't know what we're covered for until our claims 
are rejected -- if this makes sense, why is it all hidden in fine print?" -- WV 
worker. 

Concepts: (Opinion-makers need briefings and briefing materials· on the 
·message and mechanisms behind each concept below) 

- Standard claim form processed electronically 
- Elimination of Medicaid and its regulations 
- Alliances do shopping for insurance 
- Electronic billing through insurance cards 

1 0 

'. 

. CLINTON LIBRARy 
. PHOTocopy 



- Insurance cards encoded with medical records 
- No more insurance investigations of health, etc. 
- Medical benefits cannot be cut 
- No fine print 
- No more intrusion in doctor /patient relationship 

' ' 

Events: (Local or national) 

- Visit family ruined by rejected insurance claim 
- Fill out forms with nurses 
- Work in a hospital billing department 
-Pile up all the forms a doctor fills out in a year 

C. Savings - Brakes on Overcharges and Spiraling Costs 

Underlying message: "I don't expect health care to be free, but I don't expect it 
to be the biggest piece of my budget- bigger than my mortgage, bigger than 
my -car payment, bigger than school for my kids or what I put away for my 
retirement." -- WV worker .. 

Concepts: (Opinion-makers need briefings and briefing materials on the 
message and mechanisms behind each concept below) 

- More purchasing power for consumers 
- More competition between insurance companies 
- Limits on insurance, drug and medical profits 
- Fewer frivolous lawsuits 

. - More prevention . 
- More personal responsibility 
-More information on what works medically · 
- Less paperwork and waste 
-Crackdown on overcharges and fraud 

Events: (Local or national) 

- Visit company with no-smoking incentives 
-Go on rounds with medical students 
- Review malpractice insurance bills with doctors 
- Visit members of existing insurance purchasing pools 
·-Work through bills with a family at kitchen table . 
- Pile up all the free items with a drug company logo received by a 
· doctor's office in one year . 
-Trace a drug from factory to medicine chest 
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'PACKING THE MAIN ATIACKS 

Expose opponents general strategy: death by delay or throwing "logs" 
on the road to reform. They will use four major lines of attack - four kinds 
of logs to cause delays and distraction. 

A. Attack 1: Reform will cause layoffs 

Attackers: small business lobbyists; economists 

Response concepts: (Opinion-makers need briefings and briefing materials 
on the message and· mechanisms behind each concept 
below) 

- Subsidies and tax credit for small business 
-No more paying for free-riders (cost shifting)· 
-No more begging insurance companies for coverage 
-No more trying to decipher insurance plans 
-No more billing or claims paperwork 
-No more premiums set by business size or health 
- Worker's comp., auto and health insurance combined 
* Expose lifestyles, tactics and motives of small 
busine.ss lobbyists 

Response Events: (Local or national) 

- Join CEOs to highlight job loss from status quo 
- Visit shop owner & family with insurance problems 
- Shop for insurance with a shop keeper · 
* Expose lobbyist salaries, perks, etc. 

B. Attack 2: Do not spend one more dollar for anything 

Attackers: deficit hawks; no new taxers· 

Response concepts: (Opinion-makers need briefings and briefing materials 
· on the message and mechanisms behind each concept 
below) 

-Savings to average Americans 
- Savings to small businesses providing insurance 
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- Savings to big business 
-Savings to state and local governments 
- Property tax savings 
-Deficit savings fromreduced Medicare & Medicaid 
- Improvement in international trade position 
* Immediately attack numbers used by opponents 

Response Events: (Lo.cal or national) 

-Youth town meetings to link reform & deficit cuts 
- Endorsements by key opinion-makers 
- Visit with any example of someone who will save 
* Challenge the expertise of their number-crunchers 

C. Attack 3: The "cure" will make it worse <trust) 

Attackers: government bashers; medical professionals (on rationing, choice 
and quality); militant single-payers 

Response concepts: (Opinion-makers need briefings and briefing materials 
on the message and mechanisms behind each concept 
below) · 

- WJC and HRC understand the real-life problems, 
and they are focused on finding practical solutions 

-Reformers are average Americans interested in 
real-life solutions, not ideological system fixes 

- Reform process was thorough ~ all options tried 
- Reformers were independent - experts, not lobbyists 
-Reform process had integrity- real numbers 
- Safeguards on quality · 
- Safeguards on choke_ 
* Expose lifestyles, tactics & motives of lobbyists 

Response Events: (Local or na tiona!) 

- Personal profiles of reformers· 
- Display research, c:ontrarians, number-crunchers 
- Endorsements from medical professionals 
-Testimonials from victims of the current system 
- Highlight new medical research initiatives 
* Expose lobbyist salaries, perks, etc. 
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D. Attack4: Abortion . 

· Attackers: ideologues 

Response concepts: (Opinion-makers need briefings and briefing materials on 
the. message and mechanisms behind each concept below) 

- Full reproductive services· 
* Do not engage on this topic 
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V. GRASSROOTS ORGANIZATION 

Two approaches: 

A. Partisan: Create a new organization staffed by Democratic organizers to 
recruit a cadre. of supporters in targeted stateswho will endorse the Clinton 
reform 'plan, and serve as local spokespeople. Local cadres would be 
coordinated by a local paid staffer. This organization (whatever its legal 

· status) would be identifiably partisan through its staffing, fundraising, and 
membership. 

Advantages: 

Great deal of central control. 
- All needs (recruiting ()pinion-makers, free media account, and 

- opposition research) would be un~er one roof. 

·Disadvantages: 

- Could not recruit credible opinion-makers who were moderate, 
Republican or neutral. AARP, most physician groups, etc., would be 
unable to coordinate through this organization. This would 9eny the 
possibility of effectively tapping into the information dissemination 
·networks of many of these oiganizatio~s. · 

• -The health care reform effort would take on a much more political _ 
taint-- which would make the goal of a dozen Republican votes in the · 
Senate even more difficult to reach. 

- This organization's activities and fundraising would be a lightning rod 
(without protection) for opponents' scandal-mongering. 

This organization would have to reinvent the wheel in one month. A 
wide spectrum of credible opinion-makers (and their organizations) 
must be recruited BEFORE the plan is unveiled. 

- Local campaign staff, or even a cadre of recent ad hoc recruits, 
CANNOT substitute for opinion-makers and their networks to 
organizations and constituencies. We must use the struc:tures and 
information networks of existing organizations-- from the DGA to the 
Chamber. 
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B. Non-partisan: The National Health Policy Council is the most obvious 
existing organization to be expanded for this purpose. 

Advantages: 

- NHPC already has a wide spectrum of membership spread across 45 
states, and they are already respected in the health reform community. 
Reinventing the wheel would not be necessary-- and valuable time · 
BEFORE the unveiling of the reform plan would be saved. 

- A high-profile annou~cement of the decision to take this "aggressively 
non-partisan approach" would be extremely helpful in building public 
confidence and support in the reform effort :.. and in opening a 
channel and sending a signal to moderate Republicans in Congress.· 

- Recruitment of moderate/neutral/Republican board members could 
begin immediately (e.g. C. Everett Koop, Antonio Novello, Governor 
Castle, etc.). 

- Neutral organizations (AARP to CDF) could participate fully, allowing 
greater direct access to their information dissemination networks . 

.,. General public would recognize this as a clear attempt to break through 
partisan politics and gridlock. 

Disadvantages: 

- Less central control. 

- This organization would recruit and coordinate opinion-rnakers. A 
paid media campaign· could be attached to this organization or 
delegated to the DNC. Opposition research would have to be handled 
by the DNC --with no association to this organization. 

* NOTE: Just so you understand, I have been involved with NHPC, as 
honorary chair, for nearly two years. I can attest to their effectiveness and 
their breadth both geographically and politically. I have considered other 
existing ·organizations, but I believe NHPC would serve your needs best, in 
part because I know that the people involved are prepared to do anything you. 
would ask of them. 
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Whatever the make-up of the organization: 

- It is crucial that formation of a board and fundraising begin IMMEDIATELY
hopefully before the organization becomes highly politicized, if that is the. 
course taken. 

- Recruiting and informing opinion-makers and accessing their organization's 
pre-existing information networks should be the major focus of the grassroots 
effort-- and must occur BEFORE the unveiling of the plan. 

- . Paid staff is needed in targeted states to coordinate with local opinion-makers 
· . and their affiliated futerest groups. Staff can help investigate and implement· 

local events and local pieces of national/local ''linked" events. 
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VI. MEDIA 

- Briefing the media regularly is essential. We cannot (lfford to let others 
define concepts or set context with the media. Although we can "leap" past 
the national press and health beat press to local news organizations, failing to 
attend to the elite and beat media will. ultimately undermine our efforts on 
the local level. Embargoed briefings on the plan IMMEDIATELY BEFORE the 
unveiling of the plan are crucial. 

- Guidance and cooperation in news planning is essential. Right now every 
news organization (MTV to JAMA) is planning expanded coverage of health 
care. News directors, planners and editors, and features producers and editors 
are-anxious and willing to receive guidance on how to time and shape their · 
coverage~ White House communications staff should be meeting with every 
major news organization to gain as much insight and offer as much guidance 
about coverage as possible. 

- Paid Media. Fundraising must begin immediately. I am frankly surprised 
that I have not been contacted or shown a plan for fundraising and media 
expenditures. Radio must be up in targeted markets by October. Television 
must be up in targeted markets throughout November and December. 
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VII. ROLL-OUT 

(*) marks assumptions about Cong~essional schedule 

STAGE 1: Now through the unveiling 

*COMPLETION OF RECONCILIATION 
Consultations to soften and recruit opinion-makers 
Build network for information flow to opinion-makers 
Regularly and relentlessly brief the press 
Define policy concepts for opinion-makers and press 
Prepare SWAT team presentations 
Prepare materials for distribution to opinion-makers 
Start roll-out of events that set context and inoculate 

· Prepare events that will deliver positive message 

STAGE 2: Unveiling through July 

* BILL INTRODUCTION & COMMITIEE REFERRAL 
Unveiling in joint session speech (challenge Congress) 
National network speech (cost of inaction) 
Release of detailed plan document 
SWAT team presentations to recruit opinion-makers 
Opinion-maker materials distributed 
National events with Administration principals 
(bus tour, etc.) 

STAGE 3: August 

* CONGRESSIONAL RECESS 
National opinion-:makers recruit local opinion-makers 
Build local organizations ·· 
Local opinion-maker materials distributed 
Local events with local opinion-makers -

STAGE 4: September and October 

*SENATE & HOUSE COMMITIEE ACTION 
Begin targeted radio ad cam.paign 
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Congressional hearings 
Linked national/local event (Town Meetings) 

STAGE 5: late October until Thanksgiving 

*SENATE & HOUSE FLOOR DEBATE AND PASSAGE 
Begin targeted TV ad campaign 
White House principals on tour with local organizers 
Network televised speech (cost of delay) 
National events and saturate network shows with 

Administration principals and surrogates 
Linked national/local event (Lobby Day) 

STAGE 6: late November until Christmas 

* CONGRESSIONAL CONFERENCE COMMITTEE ACTION. 
Continue targeted TV campaign 
Linked national/local event (Rallies) 

STAGE 7:. Christmas Eve until News Years Eve 

*FINAL CONGRESSIONAL PASSAGE 
Bill signing 

*OR SPECIAL SESSION UNTIL PASSAGE 

see attached calendar 
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APPENDIX A 

Sales team on policy: Ira Magaziner 
JudyFeder. 
Walter Zellman 

High energy, high-tech presentations that inform, energize and mobilize 
opinion-makers by giving them (1) an understanding of .the magnitude of the 
problem; and (2) an understanding of how the reform plan will deliver benefits and 
distribute burdens. 

A. Describe the magnitude of the problem and the urgency of passage this year. 

B. Explain the cost of doing nothing and how various opponents (regardless of . 
party) profit from delay. 

C. Explain how the plan will work by answering 20 questions: 

1. How will you guarantee I can never lose my medical protection? 

2. How will you eliminate all the loopholes and fine print?· 

3. How will you stop all the overcharging by insurance, drug and medical 
·corporations? 

4. How much will my own insurance cost? 

5. What medical benefits will my coverage include? 

6. What will be different when I am in a health alliance? 

7. Will prescription drugs be covered? 

8. Will long-term care be covered? 

9. Will mental health be covered? Mental illness? 

10. Will I be able to chose my own doctor? How? 

· 11. How will small businesses afford this? 

12. Will big businesses be treated the same? 

13. If I lose my job am I still covered? What if I work part-time? What about my 
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children? 

14. Will rural areas be treated differently? Cities? 

15. How will you change MediCare? Medicaid? The VA? 

16. Will abortion be covered? 

17. What kind of malpractice reform is in the plan? 

18. What will happen to states that have different systems? 

19. When will the ·whole plan be totally phased in? 

20. How will you pay for all this? How can you give more for less? 

** I have thoughts on these answers, but I will not commit them to paper here. 
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APPENDIXB 

Sales team on • winning: Paul Beg ala 
Arnold Bennett 

Celinda Lake 
Celia Fischer 

High energy, high-tech presentations that inform, energize and mobilize 
opinion-makers by giving them (1) an understanding of the strategy for winning 
public support and passage; (2) the materials they need to carry the message 
themselves; and (3) an ongoing method for.receiving additional information. 

1. Explain what the public perceives and why. 

2. Explain what opponents are doing to shape perceptions. 
- Delay and distraction tactics · · 
-How they are profiting from delay 

3. What we must do to change perceptions. · 

4. Outline the media campaign; 
- Paid media strategy 
- Earned media strategy including 

"linked" national/local events 

5. Give each audience a "mission." 
- Examples of helpful earned media events 
-Examples of other activities-- speakers bureaus, op-ed writing, endorsement_ 

letters, Congressional lobbying 
- Distribute talking points, etc., to supplement presentation · 

6. Outline Congressional strategy.· 

·. 7. Establish a system for continuing flow of information from the White House --_ 
briefing schedule, fax broadcast, etc. 
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DRAFT 

\ . 

HEALTH CARE COMMUNICATIONS STRATEGY 
Page 1 

DRAFf 

I. OBJECTIVES 

To Keep and Mobilize Public Support 

** 

Emphasize the cost of inaction and inadequacy of incremental reform 
Ge~rrate positive reviews from trusted opinion-makers 
Provide detailed description of benefits of reform expressed within broad 
concepts/understanding of ctrrrent problems 
Continue to expose those responsible for the problem and those· who have 
profited 
WSE by focusing on mechanical details instead of concepts 

To Recruit and Mobilize Opinion-Makers: 

** 

Develop two groups: surrogates and elite policy experts 
. Emphasize the cost of inaction and inadequacy of. incremental reform 

Bring them in for full briefings on the plan with time for detailed. Q & A 
Provide detailed understanding of how benefits will be delivered 
Provide detailed understanding of how burdens will be shared 
Have top health advisors call them to discuss plan and ask for support 
Let them in on strategy for winning public support and passage 
LOSE by failing to make them part of information flow and failing to 
make them feel included · 

To Undermine Opponents, they must be: 

** 

Shown as perpetrators and beneficiaries of the problem 
Exposed as divorced from the interests of average AmericanS 
Exposed as promoting delay to subvert reform 
Isolated from each other to prevent increased credibility . 
LOSE by allowing them even one day without intense scrutiny 
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DRAFr 
. HEALTH CARE COMMUNICATIONS STRATEGY 

Page 2 

DRAFr 

A. Pre-Unveilin& Strate2}' 

Before the unveiling, opponents of reform have the upper hand. They are already 
defining the plan and setting the terms of the debate before the President does. WE 

. must take control of defining the debate before the unveiling. We have some 
advantages: opponents must try to attack without a clear target,· and are vulnerable 
to being exposed as selfish, short-sighted and callous. A tremendous opportunity will 
have been lost if the following steps are not taken before the plan is unveiled. · 

\ 

1. MAKE PUBLIC TRANSITION FROM THE TASK FORCE TO PRESIDENT 
CLINTON 

Generate positive "how the package came together" stories 
Photos to show the President is clearly in charge of the process -- making 
decisions about the health care package . . 

2. DEFINE THE PROBLEM AS LACK OF SECURI1Y: 

Set this up as tbe main problem -- in speeches, materials, media stories, events -
and use personal stories and hard statistics to back it up. · 

3. DELINEATE THE PRINCIPLES OF REFORM: 

Define concepts and set the terms of debate before the plan is unveiled. We 
need to sharply define how reform will affect people's daily lives and why we are 
undertaking it. 

Provide detailed description of benefits (and burdens) of reform -- expressed 
within broad concepts/understanding of current problems. 

Use opinion-makers, and their information networks, to spread/validate the 
Administration's definitions and protect against attempts by our opponents to set 
the agenda for us or negatively characterize our underlying concepts 

Brief press immediately after briefing opinion-makers. Do not allow others to 
translate your concepts to the elite and health beat media. Diminish the value 
of leaks by filling current news vacuums. · 
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Prepare materials and develop language to: 

DRAFT. 

a. FRAME THE DEBATE, and set the agenda, in our terms. Our.reform will 
provide continuity and make it possible to preserve the best parts of the 
eurrent system, which mUst be strengthened before it falls apart. Without 
. these comprehensive reforms, we will lose the health care we now rely on. 
Always bring the discussion back to. the larger question of comprehensive 
reform and its benefits; refuse to be continually entangled in defense of 
individual policy options. 

b. · Continue to set the CONTEXT by exposing the magnitude of the problem 
and those who have profited. Emphasize the costs of inaction and the . 
inadequacy of incremental reform. Build trust in reformers/reform process~ 

c. Deliver the POSITIVE MESSAGE -- How reform· will: a) deliver peace of 
mind to all American families; b) protect small businesses from rising costs; 
c) end fine print and multiple forms (simplicity); and d) control overcharges 
and rising costs (savings).· DESCRIBE GOAlS NOT MECHANICS. 

d. Keep control of the debate by INOCULATING against principal attacks: 
a) reform will cause layoffs (small business); b) we cannot afford reform· 
(deficit/taxes); c) refoqn will ruin what is best in the current system 
(choice/quality); d) this plan is too drastic-- all wereally need is ... 

4. EMPHASIZE THE COST OF INACfiON AND THE DANGERS OF 
INADEQUATE ACfiON 

Build the case for reform and the arguments for urgency by highlightin:g what 
will happen (to families, small businesses, U.S. competitiveness, etc.) if we fail to 
reform the system this year 

Structure the debate so that all calls for delay come under immediate 
suspicion/fire. Point to the professional lobbyists who profit from delay. 

Begin to develop the arguments against partial reform, pilot projects, state 
solutions, etc. Frame our proposal in historical context ("piecemeal reforms. 

·have never worked", etc.)_- highlighting previous ~ociallegislation (social 
security, child labor laws) that were bitterly opposed but now are the foundation 
of our social contract. Point out that these are not "radical surgery" solutions or 
untested theories but rather ideas that have been around for some time and 
haye been proven success~l when tried. 
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5. PREPARE A CALENDAR OF EVENTS TO: 

a) frame the debate; b) set the context-- the cost of inaction and the 
profiteering of the status quo; c) deliver the positive message; and d) inoculate 
against attacks. · 

Events should be ·built for HRC, BC, AGJ, and MEG as well as national arid 
local surrogates and cabinet members. 

. \ . 

See Appendix A -- Communications Calendar (Julia??) 

6 .. REGULARLY AND RELENTLESSLY BRIEF THE PRESS: 

We cannot afford to let others define concepts or set the· context within the 
media. In addition, the media has been known to create stories when none are 

. offered to them. We must set up a press briefing calendar: Embargoed briefings 
on the plan IMMEDIATELY BEFORE the unveiling of the plan are crucial. 
We should also prepare materials for distribution to them. 

We should also be meeting with every major news organization to gain as much 
insight as possible and offer as much guidance as they want. about the expanded 
health care coverage they are planning. 

7. CONTINUE TO EXPOSE THE MAGNITUDE OF THE PROBLEM, THOSE 
RESPONSIBLE, AND THOSE WHO HAVE PROFITED 

DO NOT: Focus on mechanical details instead of concepts. 

\ 
8. INTEREST GRqUP MONITORING AND RESPONSE; IMPEACH THE 

CREDIBILI'IY OF OPPONENTS: 

Avoid partisan targeting. Demonstrate that opponents are advocates of delay or 
inaction, regardless of party affiliation. Moderate· Republicans must be broken 
from conservative ranks. 

Keep media spotlight on our adversaries. Expose opponents of reform as 
"professional lobbyists" with interests divorced from average Americans 

To Do: Document salaries, perks, ideological extremism and provide all 
to the media.· 
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Use classic opposition re~h to expose their selfish and shortsighted 
motivations and obstructionist tactics. Gather enough information. -- as far as 
membership, history, financing/lobbying patterns, campaign against us -- about 
various health care special \interests so that we are well informed about their 
intentions and resources and have analyzed and prepared -the best manner in 
which to respond to their attacks. · 

·, 

To Do: Identify one person who will coordinate a comprehensive and 
innovative interest group monitoring/opposition research shop. 
This will involve: l) monitoring Congress to see lobbying that 
has taken place on the Hill: by whom? to whom? saying what? 
distributing what?; 2) monitoring. interest/industry groups: 
getting publications, newsletters, and mailings; 3) monitoring ad 
campaigns; 4) preparing Background notebooks on groups most 
likely to attack; 5) disseminating that information to 
:qJ.edia/interested parties 

Document how much opponents will gain by delaying or halting reform 

DO NOT: . Target doctors and nurses. 

9 .. RECRUIT AND TRAIN SURROGATES (NATIONAL AND WCAL): 

Develop an opinion-maker \press strategy including recruitment ~d briefings. 
Concentrate recruitment efforts at the middle band of opinion-makers -
"objective undecideds" such as Henry Aaron, not "opposed-no-matter-what" such 
as Stuart Butler, nor "already supportive" such as Stuart Altman. Inform and 
arm opinion-in'akers and give them specific missions: so they are able to 
positively review the reform plan; increase their comfort level about the policy 
process; validate the Administration's definitions of key concepts; legitimiZe our 
plan; and woo their own colleagues arid constituents. 

It is with these opinion-makers that we should continue to build trust in the 
reform process (inclusive, comprehensive, honest) and those involved in it (MDs, 
nurses, etc.). We should continue to aggressively market the personal stories of 
the working group members as well as s~ories about the thoroughness ·and 
integrity of the process (audit groups, contrarian process, data-base research, 
consultation process, number crunching, etc ... ) 
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. · Prepare. extensive briefing calendar -- highlighting both the policy, the inclusive 
process, and the message -- for: friendly interest groups, state and local offiCials 
and technical people, Members of COngress and staffs, White House officials, 
opinion-makers, etc. [See Appendix 2 --Briefing Calendar] 

Establish the "Health Care University" that Daschle suggested. Set up a three-
. pronged curriculum: 1) policy: lay out the details of the plan, prefaced by the 
process: how it was developed; 2) message: how to talk about the plan; 3) 
strategy: Q & A defending the plan. HRC gives the graduation speech -
demonstrating how to talk about ·the plan. Rockefeller's two "saleS SWAT 
teams" can be used here (and for the briefings described above): one team to 
explain the plan and related policy concepts and one team to explain the strategy 
for winning public support and· Congressional passage. We should utilize . 
sophisticated presentations, slide shows, poll numbers, etc. Handouts should also 
be prepared. · 

Set up a network in the states, with state parties and local contacts, to serve as 
· both a warning and an information-gathering system. 

Set up a network of opinion-makers and tap into their organizational 
information networks to deliver the message (via computers, fax exchanges, 
regular briefings, local staff organizations, etc.) WJC and HRC media events 
CANNOT succeed alone -- there must be a chorus of supporting voices. 
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To: Jeff Eller 
Fr:. Jason Solomon, .31!111!11!11!!!11•81~, ·Rebecca ·Martin 
Re: Briefing Calendar 
Date: June 3, 1993 

BRIEFING CALENDAR 
~ . 

The attached documents show what we are doing about the briefings 
before the plan. 

Attached are the following: 

1) press briefing strategy 

2) Congressional briefing strategy 

3) overall briefing calendar 

The overall calendar includ~s: 

Congressional briefings 

-- intergovernmental briefings 

Task Force review group briefings 

health c~re opinion leaders/economists briefings 

4) ~ few pages from the media strategy that Laura Quinn wrote as 
part of Sen. Rockefeller's memo to HRC. It describes how we might 
brief. people that are with us so they can go out and talk up the 
plan .. Each group would get a policy briefing and a briefing on 
how to help win public support. This is obviously just a proposal 
~- the people who brief and content of the presentations are 
likely to be somewhat different. 

Also, as the calendar reflects, groups that are not likely to be 
allies will only get a straight policy briefing with. no 
briefing on how to help win public support. 
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4. Impeach the credibility of opponents: 

Avoid partisan targeting. Demonstrate that opponents are· advocates of. 
delay or inaction, regardless of party affiliation. Moderate Republicans 
must be. broken from conservative ranks. 

- Expose opponents as "professional lobbyists" with values and interests . 
divorced from average Americans (document salaries, perks, 
ideological extremism, and provide all to the media). 

- Use classiC oppbsition research to expose their selfish and short-sighted 
motivations, and obstructionist tactics (collect mailings, track ad 
campaigns, investigate expenditures, and provide to the media). 

- Document how much opponents will gain by_ delaying or halting 
reform. 

*' 5. Recruit opinion-makers: [SEE APPENDIX A and B] 

- Use two "sales SWAT teams" to initially recruit and then regularly 
update opinion-makers -- one team sells the plan and related policy 
concepts, and one team sells the strategy for winning public support 
and passage. Use slick presentations, slide shows, poll numbers, the 
whole nine yards, and chose the "salesmen" for their sales talent - thi~ 
is no place for anyone with an arrogant or secretive approach. 

- Inform and arm opinion-makers and give them specific missions: so 
they are able to positively review the reform plan; validate the 

"' Administration's definitions of· key concepts; and woo their own 
colleagues and constituents. · 

Form a network of opinion:..makers and tap into their organizational 
informationnetworks to delivery the message (via computers, fax 
exchanges, regular briefings, local staff organizations, etc.). WJC a~d 
HRC media events (network and/or local) CANNOT succeed alone-
there must be a chorus of supporting voices. Deliver message with a . 
fire hose, not an ~ye dropper. · 

· 6. Control definition Qf concepts: 

·- Concepts· should be defined before the plan ·is unveiled. Use opinion~ . 
maker~, and 'tJ:teir information networks, t~ spread the 

6 
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APPENPIXA 

. Sales team on policy: Ira Magaziner · 
Judy Feder. · 

· Walter Zellman 

High energy, high-tech presentations that inform, energize and mobilize 
opinion-makers by giving them (1) an understanding of the magnitude of the 
problem; and (2) an understanding of how the reform plan will deliver benefits and 
distribute burdens. 

A. Describe the magnitude of the problem and the urgency of passage this year. 

B. Explain the cost of doing nothing and how various opponents (regardless of 
party) profit from delay~ 

C. Explain how the plan will work by answering 20 questions: 

1. How will you guarantee I can never lose my medical protection? 

2. How will you eliminate all the loopholes and fine print?. 

3. How will you stop all the overcharging by insurance, drug and medical 
corporations? 

4. How much will my owri insurance cost? 

5. What medical benefits will my coverage include? 

6. What will be different when I am in a health alliance? 

7. Will prescription drugs be coveted? 

8. Will long-term care be covered? 

9. Will mental health be covered? Mental illness? 

10. Will I b~ able to chose my own doctor? How? 

11. How will small businesses afford this? 

12. Will big businesses be treated the same? 

. 13. If I lose my job am I still covered? What if I work part-t_ime? What about my 
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children? 

14. Will rural areas be treated differently? Cities? 

15. How will you change Medicare? Medicaid? The VA? 

16. Will abortion be covered? 

17. What kind c;>f ~al.practice reform is. in the plan? 

.18. what will happen to states that have different systems? 

19. When will the whole plan be totally phased in? 

20. _How will you pay for all this? How can you give more for less? 

,.,. I have thoughts on these answers, but I. will not commit them to paper here. 

. . 
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APPENDIXB 

Sales team on winning: Paul Begala 
Arnold Bennett 

Celinda Lake 
Celia Fischer 

High energy, high-tech presentations that inform, energize and mobilize 
opinion.;makers by giving them (1) an understanding of the strategy for winnmg 
public support and passage; (2) the materials they need to carry the message 
themselves; and (3) an ongoing method for receiving additional information. 

1. Explain what the public perceives and why. 

2. Explain what opponents are doing to shape perceptions. 
· - Delay and distraction tactics 
--How they are profiting from delay 

3. What we must do to change perceptions . 

. 4. Outline the media campaign. 
· -Paid media strategy 

- Earned media strategy including 
"linked" national/local events 

5 .. Give each audience a ,;mission." 
- Examples ofhelpful earned media events 
-Examples of other activities- speakers bureaus, op-ed writing, endorsement 

letters, Congressional lobbying 
.; Distribute talking points,_ etc., to supplement presentation 

6. Outline Congressional strategy. 

7. Establish &l system for continuing flow of information-from the White House-
briefing schedule, fax broadcast, etc .. 
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TO: 
FROM: 
DATE: 
RE: 

JEFF ELLER 
·JULIA MOFFETT 
06/01/93 

MEMORANDUM 

HEALTH CARE CALENDER/LAUNCH 

Attached are thr~e scenarios for the roll-out of the health care 
plan: 

1} Scenario I is a_two ~eek lead-in to the speech on June 22. 
Activities then continue until July 2, when POTUS leaves .· 
for Japan. This plan.is somewhat unrealistic, as 
reconciliation_is supposed to be done 6/15 at the earliest. 

2} Scenario II is a one week lead-in immediately following . 
recon~iliation with the speech still on June 22. Activities 
would also continue until.July 2 when he leaves for Japan. 

3} Scenario III is a one week lead-in to the speech which 
would begin on 7/15 when POTUS returns from Japan. The 
speech would then be scheduled for 7/20. The period after· 
the speech would be totally contingent on what we needed to 
a9complish both with the_public and Congress before their 
recess on 8/5. 

There are several points to be made in conjunction with these 
draft schedules. 

1} For sake of brevity, these calenders do not go into detail 
about each individual event. I have tons of information and 
ide~s about each event, but thought I would wait to discuss 
until the general concepts are signed off on. 

2} As I mentioned above, after the initial post-speech bus 
trip, we need to determine the goals artd message of 
POTUS activity. Once that is done, I can throw 
together ideas for events very quickly. 

These schedules reflect some preliminary consensus arrived at in 
meetings with Mandy, Stan, David, Bob, et al. .. These assumptions . 
are listed below, but should probably·be revisited and signed off 
on one more time before we move forward. They are: 

Assumption #1: 
We want to unveil three pieces of the plan prior to the 
speech in order to reduce the amount of information people 
must digest on Wednesday after the speech and also to 
inhoculate ourselves from attacks. The three policy 
components are single-form insurance, malpractice reform and 
voluntary drug price controls. We would also like to do a 
business event and cost-shifting event if time warrants. 
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Assumption #2 
· If we have two weeks for the lead-in to the speech, we would 

like to spend the first week restating the problem for 
people through the creative generation of press in 
conjunction with BC and HRC events. The next week would 
then be spent showing people how we intend to fix them. It 

. is also impor'tant that we sign off on how we will talk about 
the problems before we determine the events--are they 
security or cost or portability, etc ... ? This, however, 
is,only possible in one of our scenarios. 

Assumption #3 . . · ~ 
· We want POTUS to travel out of D.C. heavily ~ the , 
~eech. ~his has been initially cleared through Marcia.· 

.· --~~J~s . . 
Assumption #4 · 

Health-care related cabinet-members will travel to ~gional 
watch parties for the speech to the joint Session.·~ 
~~ .-9~---~ .~~···J-. ~~ 

Assumption 15 . 
We will.do a national network town hall.on the Thursday 
following the ;:;pef?ch. 1_· ' ~vr...~. 

Assumption #6 
We will do a st. Louis-Kansas city bus trip following the 
speech. 

Assumption #7 
In most cases, crowd events will be substituted for more 
"educational" events. 

In addition to these basic operating assumptions, I would like.to 
raise a few issues that I feel are unresolved and should be 
.discussed at some point: 

1) As I mentioned before, I think we should explore new formats 
or ways of doing town halls so as to set health-care apart 
from our other ·· initiatives and to enable POTUS to get his 
message across more effectively. 

2) I have reservations about the post-speech bus trip. It is 
so short that I. think it questions the purpose of bus trips
in part to cover a lot of ground and see a lot of people. 
Because it will be our first bus trip since the election, 
and in the July scenario the first anniversary of the bus 
trip, I am afraid that "bus trip" stories will overwhelm 
and detract ffom the health-care message--a message we all 
agree rieeds to be clear,· direct and educational. Lastly, 
because crowd events are not entirely appropriate for this 
issue, I am very concerned that the events on the bus trip 
will lack energy and will seem very unpresidential. ·As· we 
all know, crowds made so much of the success of the past bus 
trips. 
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3) 

4) 

5) 

6) 

This ~opic, I believe, leads into a larger unresolved 
question which could use another discussion or two--have 
we decided the exact role of POTUS in this campaign and have 
we decided what type of a campaign this should be? I am 

· still unclear whether this should be POTUS on the road 
"selling" this in a concentrated way, or whether we have 
more of a combination scenario in which he is here leading 
the fight in a more strong or traditional manner? 

. . 

I think we should have a separate conversation about how we 
interact with Congress in the lead-in period and immediately 
following the speech. Once this is determined, events can 
be added into the schedule. I am supportive of several 
events so that we don't leave membe~s going home for recess 
without incentive or confidence. · 

One unresolved "big pictu~e" issue that affects the calender 
is how we interact with and .speak about special interests 
which support us. Do we show. us standing hand ·in hand with 
them or do we distance ourselves? I am speaking primarily 
about consumer, senior, doctor groups. 

In instances where we can travel, I have used Celia's 
targeting list to identify states. This needs to go to 
the next level for House districts. The list, ho~ever,· is 
not too instructive until we have the plan for members to 
react to. 

I believe strongly that other principals, especially HRC and 
Donna Shalala, 6ari play a very large role in. getting out 
messages we need to send if we target and isolate their 
appearances. For instance, if previewed enough, Shalala's 
commencement address to Harvard Medical School could unveil 
a piece of the policy. 
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TO: Hillary C1inton 
FR: Lisa Caputo, Anne Lewis, Bob Boorstin 
RE: Updated Health Care Communications Strategy 
DT: March 14, 1993 

. . . 

--------------------------------~------------------------------

You have received very good press coverage over the past 
month with regard to your involvement in the health care .issue. 
Two images repeatedly appear in the media coverage of the health 
care issue: 1) stories related to your appearances, which frame 

·the challenge of health care reform as arising from the 
experience of real Americans and convey your empathy as a 
compelling motivation for this effort 2) stories related to the 
working group and its process, which frame this effort as 
faceless and.secretive. In light of the string of stories on the 
"secrecy" of the workings of the Health Care Task Force as well 
as the recent news reports resulting from leaks, we·need to 
develop the next phase of our communications. strate_gy. 

. The Task Force is beginning to wrap up the consulting stage 
of its process and move into the process of developing the 
policy. We must decide what parts of the policy we would like to 
put out to the media to inoculate and what parts of the policy we 
feel we must save until May. In addition, we must be aggressive 
and counter the secrecy issue by putting a human face on the task 
force work. 

We propose the following the strat~gy over the next few 
weeks: 

1) You should do three briefings with three groups of health care 
press. This will be thre_e 3 0 minute briefings that will be on 
the record. We will split the groups up into 3 groups of 10. 

2) Y9u should do a health care event in Michigan with doctors. 
By being seen with doctors who call for reform, we can begin to 
inoculate. 

3) We pick 4-5 members of the working groups and set them up with 
select media interviews to talk about their personal commitment 
to health reform and give "faces" to the task force. 

4) We. allow photographers to photograph select people in the 
working groups reading and responding to mail. 

5) We have a doctor do the Brazda breakfast, ·a breakfast with 
health care reporters. 

7) We do a press release on newsworthy exchanges between you and 
participants in the Robert Wood Johnson Foundation Forums. 

8) You and the President jointly participate in the Kiwanis 
International's child immunization psa campaign. Child 
immunization month is in April so we would need to cut the psas 

CLINTON LIBRARY PHOTOCOPY 



right away this month as soon as you and the President sign off. 
Participating in the Kiwanis International's campaign will entail 
cutting a radio·psa and a television psa, recording a 15-minute 
education video to be shown in health clinics across the country, 
and writing a 1,000 word column for Kiwanis magazine. The psas 
and the video need to be recorded in March. 

9) You should do a one on one interview with Business Week's. 
·susan Garland. 

10) You should do a one on one interview with Hillary Stout of 
the.Wall Street Journal. 

11) You should participate in NPR's Talk of the Nation as part of 
your public outreach in health care. They would conduct a public 
forum over the radio in which you would talk to listeners about 
their views on .health care issues. They would not ask you 
questions; you would ask the listeners questions. You would do 
the show for 30 minutes between 2pm and 4pm on Monday, Tuesday, 
Wednesday or Thursday. We would work with NPR to scr.een the 
listener calls. · 

12) You should do a roundtable with the small business trade 
press. 

13) You should do the Hunt dinner (off the record) or the Hunt 
lunch. (on the record). 

14) You should c6nsider doing the New York Times editorial board 
in light of their recent editorial and stories about the 
"secrecy" of the Health Care Task Force operations. 

15) The· President and the Vice President should each do a he~lth 
care event. The President should do ~ major health care policy 
address or visit an example of a success in the health care 
system (ie. Puget Sound). 
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TO: Hillary, Maggie, Melanne 
FR: Lisa 
cc: Boorstin, Neel, Karen 
RE: Media Strategy for March 
DT: March 1, 1993 . 

Your press has beeri excellent over the past month with 
regard to·your efforts as chair of the President's Health Care 
Task Force. Your favorabilities as reported in the media are 
very high. People like you and think you are doing a good job. 

Because you are riding so high, I believe we must set. forth 
a strategy over the next month to protect you from the negative 
press attacks that are likely to come in re-sponse to your 
positive press. The press will begin to take some knocks at you. 
The first will be Nightline, which is doing 3 6-7 minute taped 
segments for their show Friday. The segments are: The Hillary 
phenomenon, Hillary and Health Care, Hillary's Power and 
Influence in the White House. The fact that Nightline is doing 
three separate segments is an indication that the press are 
looking to know you down in some way. We must take some steps to 
counter the knocks. 

I propose the following press strategy over the next month: 

National Press: 
1) Do a sit down interview with Ron Fournier of AP on health 
care. This should be done in the White House, perhaps·over tea. 
This is an essential interview to do because AP's outreach is 
widespread. In addition, Ron Fournier likes you and has the 
institutional memory of what you did in Arkansas. 

2) 'Do the next scheduled off the record health care briefing, 
which will probably be the week of March 8th. As you know, we 
have set up off the record briefings with health care reporters 
with Ira and Judy and members of the various working groups. The 
point of these briefings is to de-mystify the workings of the 
Task Force and also to attempt to bring the press around to what 
we are doing. We are attempting to inoculate now. 

3) ·Do a one on one interview with susan Garland of Business 
Week. Susan Garland will write a very fair story. Maggie and · 
Melanne know her and like her a great deal. She covers health 
and childrens issues for the magazine. We should target the 
Business Week audience because I feel we need muster their 
support as well as send them a message. 

4) Do a one on one interview with Hillary Stout of the Wall 
Street Journal. Hillary is the health care reporter for the 
Journal. The reasons for targeting the Journal are the very same 
ones for doing Business Week. · 
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5) Do a television magazine show, preferably with NBC or CBS 
because we have done two major shows with ABC (Prime Time Live 
and the Children's Town· Meeting with Peter Jennings), that will 
air sometime in May. We should use this window before the Health 
Care Task Force recommendation is made because then the political 
and more in depth substantive questions will be asked of you to 
address. If we use this window now, we can have more control 
over the story. This show should be about the balancing act that 
you do which represents what most American women are doing across 
the country. I envision this story would be comprised of the 
following components: 1) you in action in the field as chair of 
the health care task force attending public forums listening and 
talking to real people about health care; 2) your involvement in. 
planning the first official dinner -- selecting the menu, 
flowers, etc; 3) optional -- b-roll of you attending one of 

·chelsea's soccer games or making a run to the local supermarket. 
4) One on one interview. 

The reason to do such a show is to show the person you are -
- someone who is doing it all. My suggestion is that we either· 
do this show with Deborah Norville of CBS S.treet Stories, Jane 
Pauley of NBC Dateline, Maria Shriverof NBC First Person. I 
lean towards Maria Shriver since she has committed doing an hour 
long show, has a large audience and says she does not need a 
sitdown interview. She does not see this as a conversation with 
Hiilary Clinton, but rather showing you"in action doing the 
balancing act •. 

6) Invite one of the morning shows to·carry one of your· 
upcoming public forums live (Iowa, Florida or Michigan). It 
would not be a town meeting. The idea would be to have the 
morning show carry the interaction and exchange between you and 
people talking about health care. Ideally the show would devote 
a half hour segment to health care and the forum. The segment 
should include an interview between-you .and the anchor. 

7) NPR's Talk of the Nation has expressed ari interest in 
having you p~rticipate in its show as part of your public 
outreach on health care. What they have proposed is conducting a 
public forum over the radio, in which you would talk to listeners 
about their views on health care issues. They would not ask you 
questions; rather you wquld ask them questions. Our office would 
work with NPR to screen the calls. The proposal would be to do 
the show for 30_minutes between 2pm and 4pm on Monday, Tuesday, 
Wednesday or Thursday. 

8) WGBH, a PBS affiliate, has proposed putting together a 
health care forum with the First Lady which would be carried 
nationally by PBS. We would also arrange to have NPR carry it 
live. WGBH is putting a proposal together and we will proceed 
from there. 

· 9) Judy Woodruff of MacNeil-Lehrer has proposed doing a .25 
minute piece at the end of May after the Task Force makes its 
report on how the process was conducted. This would entail Judy 
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traveling to some events and also filming some of the working 
group sessions. Judy wants to show the stages of the Task 
Force's work and hlep the public understand how the Task Force 
reaches its final goal in May. · · 

10) Nightline would like to show the internal workings of the 
Task Force, similar_to what Judy Woodruff wants to do. I feel 
that we should choose betweenNightline and MacNeil-Lehrer. 

11) Kiwanis International has proposed that you do their child 
immunization psa campaign. I would suggest that this be given to 
the President. 

12) Do a roundtable with the small business trade press. 
Boorstin and I would coordinate together. 

13) Mirabella is doing a health care issue in June that will 
publish-the results of a survey conducated by the Society for the 
Advancement of Womeri's Health Research. Susan Blumenthal is a 
member of thi~ group. The magazine very much wants to empahsize 
prevention.· In addition to the results, the magazine will run an 
article in which experts will address various women's health 
issues one by one ( ie. ·breast 'cancer,.· ovarian cancer, etc) . 
There will also be a large pull out section in which experts will 
make suggests ori what women should be doing to stay healthy and 
take precautions'at different stages in their'lives. The· 
magazine envisions that this is something that would be pinned to 
the refrigerator or on. a bulletin board. · Mirabella would like 
you to be a part of this issue by putting you on the cover and 
also doing a brief interview with Grace Mirabella talking about 
the importance_of prevention. · 

14) We should schedule meetings during March with the five 
columnists I suggested. It is important to see these people now, 
well before the health care proposal is announced. I think that 
we should lock them down now: David Gergan (done), Mark Shields, 
George Will, David Broder, Michael Kinsley. · 

Local Press: 
1) Satellite Feeds -- You should begin to do regular satellite 
feeds into regions you will be visiting to do health. care events. 
We should do these feeds at least two days out.from the trip. 

2) Media conference calls -- You should do 2 20 minute health 
care conference calls with radio stations and major newspapers in 
a particular region that you are planning to visit.- Again these 
calls should take place 1-2 days before you go into ~hat region. 

3) Editorial Writers -- I think it is important for you to spend 
time with local newspaper editorial writers when you make your 
trips into different state so that we make an attempt to gain an 
en~orsement of the Task Force efforts. · · 
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To: Mrs. Clinton 
Fr: Bob Boorstin 
Re: Transition From Task Force's Plan to President's Plan 
Date: April 17, 1993 · 

As we have previously discussed, there must be some point at 
which the public sees that the health-care proposal is no longer 
the work'of only the Task Force but also of the President. 
Originally, we· (the communications team) had envisioned some. kind 
of "handing over of the baton," perhaps in a formal event. 
However, we now feel that it might be preferable to make the 
transition less clear-cut. 

\ 

Below are a few options for this transition. 

1) Public event around May 17 with you and the Task Force 
literally handing off your work to the President 

This is what we had originally envisioned. The handoff would 
publicly demonstrate that you had completed your assignment, and 
it would then become the President's plan. 

However, such an event raises several questions. What would 
the work be? Would it be a single set of recommendations or a set 
of options? Wouldn't the report have to be released to the press 
given the charges of secrecy already levelled against us? And 
wouldn't such .a report then be picked apart that week before the 
President's.speech? Wouldn't such a limited time between the 
report and the President's speech raise questions about.· the 
extent of the President's involvement in formulating his health
care plan? Given these questions, we considered option 2. 

2) Public event around May 3 with you and ~he Task Force 
literally handing off your work to the President 

Under this scenario,-we would have several photo ops of the 
President meeting with health advisers, economic advisers, 
Congressional leaders, and ·other groups in an effort to show the 

. _President's extensive involvement in trying to come up with a 
health reform proposal that works for people. This option leaves 
plenty of time to show the President involved with the process. 
However, it leaves the problem of putting out a report that would 
be scrutinized. And the differences between your Task Force's 
recommendations and the President's proposal would give the press 
a field day. · 
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3) Informal transition without public event (now ~he group's 
preferred opti9n) · 

This transition·could start in about two weeks. We could use 
photo ops as described above to show the President's involvement, 
but we would not have any kind of report. The series of photo ops 
would show Task Force working meetings on a number of different 
issues, simil,ar to meetings· held before the announcement of the 
economic plan. ·rt would be clear that this was truly a team 
effort, but one led by the President. 

There would likely be questions about a final product·from 
the Task Force. However, we could maintain that the Task Force 
generated no paper; only the working groups provided papers for 
use in the development of the President's proposal. 
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1. 

"HOT" BUTION ISSUES 

Sensitivity to the term "CITIZEN." · 

When dealing with this community, you may prefer to use the terms "LEGAL 
RESIDENTS AND CITIZENS" together and in that order at all times. This will 

. help avoid an adverse reaction to the term "CITIZEN" which connotes excluding a 

large part of' the Hispanic population. 

2. Sensitivity to the term "ILLEGAL ALIEN." 

3. 

4. 

You may prefer.to use the term "UNDOCUMENTED PERSONS." 

Will currently covered "undocumented persons" lose that coverage? 

SUGGESTED RESPONSE: Under reform, we will retaill current law that covers 
"undocumented persons" and we will strengthen the safety net programs for 

villnerable populations. 

Why aren't we including "undocumented persons" in the health plans, if we plan 
to pay for enhancing the current public health system? 

SUGGESTED RESPONSE: Health care reform must enhance the health of all 
communities, so we must support and improve the public health system. 
Undocumented persons are some of the most highly mobile in our society. A 
strong public health system will ensure that all people wherever they are and 
wherever they go have access to services. 

5. Will a health security card become a model for a nationalidentification card and 
allow certain individuals to be discriminated against in many Federal programs 
because of their immigration status? 

SUGGESTED RESPONSE: That's not the intention of the health securitY card. 
It is to provide everyone with access to health care services wherever they are. 
We are meeting with concerned organizations to ensure that appropriate 
safeguards are developed and instituted. We look forward to your specific 

suggestions. 
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6. Will states or local governments control the funding for the public health and 

safety net programs? 

. SUGGESTED RESPONSE: Protections will be put iri place which guarantee the 
: participation of all government levels in the decision-making processes, 

local/county governments ~nd health providers. 

7. WillPuerto Ricans receive the same health benefits package as everyone else? 

ISSUE: The United States/Puerto Rico relationship is an emotionalissue to 
Puerto Ricans. Although Puerto Rico is a territory and .a part of this country, 
residents fell that they are treated as second class citizens. They want to be 
treated equally and included in the new health care system. · 

SUGGESTED RESPONSE: All legal residents and citizens will be guaranteed 
coverage without regard to where they live, how much they earn, whether and 
where they are employed, and whether they have a so-called preexisting condition. 
Puerto Ricans are United States citizens and therefore will be treated as such. 

(You may prefer to avoid reference to the status of Puerto Rico as a territory or 
as "dependent" on the United States to avoid an adverse reaction.) · 
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Talking Points on Health Care Task Force 

(Prepared by Lisa, Maggie, Vince and Steve) 
WITH HRC REVISIONS 

-Hillary Clinton is·t:he chair of the President's Health care 
Task Force. The task.force consists of Cabinet members from the 
Departments of Defense, commerce, Labor, HHS, and Veterans 
Affairs as well as the OMB Director, the President's Domestic and 
Economic Policy advisors, the Chair of the Council of Economic 

·Advisors and the President's Senior Advisor·for Policy 
. Development;·-, White House staff and other government officials. 

' -Ira Magaziner2 is leading a working group which will provide 
information fo'the Health Care Task Force. The task force will 
review information from the working group and.make 
recommendations to the President. 

-The working group will be consists of government employees. 

-The working group will consult with a wide range of citizens, 
representing the public and private sectors. 

-On January·2s, the President announced the formation of the 
Health care Task Force and defined its mission. It has not yet 
held a meeting. 

-The task force is planning to hold some public meetings. 
meetings have not been scheduled. 

Those 

-----------------~------------------------------------------
Note: 
·Force? 
not. 

In response to the question: Does FACA apply to the Task 
In the.opinion of the Counsel to the President, it does 

In response to the question: Did the Task Force violate FACA? 
1. In the opinion of the Counsel to the President FACA does not 
apply. 

2. The Task Force has not met, nor taken any action to date .. 

Note: ONLY USE POINT THREE IF PRESSED. 

3. The participation of the first Lady, does not create "a 
presidential advisory committee" subject to the Act. 

In response to the question: Does FACA apply to the working 
group? No. 

Note! TRY TO AVOID QUESTIONS ON FOIA. 
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In response to any questions on FOIA: Any requests under FOIA · 
will be reviewed by the White House Counsel at the time that they 
are made. · 
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2-2-93 

. Talking Points on Health Care Task Force 

(Prepared by Lisa, Maggie, Vince and steve} . 

- Hlllary Clinton is the chaii of the President's Health Care 
Task Force. The Task Force consists of Cabinet members from the 
Departments' of Defense, Commerce, Labor, HHS, and .Veterans 
Affairs as well as .the OMB Director, the President's Domestic and 
Economic Policy advisors, the Chair of the ·.Council of Economic 
Advisors and the President's Senior Advisor for Pol-icy 
Development.· 

-Ira Magaziner will lead a working group which will provide 
information to the Health care Task Force. The Task Force in 
.turn will review information. from the working group and make 
recommendations to the President. 

-The working group will be consist of fulltime government 
employees, most of whom have been selected to serve on the 
working group by members of the Task Force. 

.... . 

-The working group will consult with a wide range of citizens, 
representing the public and private sectors. 

-on January 25, the President announced the formation of his 
National Health care Task Force and defined its mission. 

-The President's National Health Care Task Force is planning to 
hold public meetings. Those meetings have. not. been scheduled. 

Note: 
Force? 
not. 

In response .to the question: Does, FACA apply to the Task 
In the opinion of the Counsel to the President, it. does 

In response to the question: Did the Task Force violate FACA? 
1. In the opinion of the Counsel to the President FACA does not 
apply. 

2. The Task Force has not met, nor takeh any action to date. 

Note: ONLY USE POINT THREE IF PRESSED. 

3. The participation of the first Lady, does not create "a 
presidential advisory committee" subject to the Act. 

In response to the question: Does FACA apply to.the working. 
group? The working group may choose to conduct some of its work 
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in public but that determination will be made as its work 
progresses. 

Note: TRY TO AVOID QUESTIONS ON FOIA. 

In response to any questions on FOIA: Any requests urider FOIA 
will be reviewed at the time that they are made. 
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ch draft 4/6 

To: Communications Group 
Fr: Christine Heenan 
Re:· Casting health alliances in a positive light 

Background: 
Under the proposed system, most Americans will buy their 
health insurance through health ailiances (a.k.a. 
"purchasing cooperatives", "HIPCs", "CHIPAs", etc.). These 
health alliances will negotiate premium rates with competing 
plans and will offer a range of health plans to individuals 
and families. These alliances may be government· agencies, 
quasi-public agencies, or private non-profit · 

. orgc:mizations. 1 · · · 

The Challenge: 
health ailiances, or whatever we call them, are unfamiliar 
structures to most people, and could easily be perceived as 

·an additional layer of bureaucracy imposed between them and 
their doctor or health plan. For employed people who will 
now get coverage through the health alliance, it could be 
argued that the health alliance is not a new layer: it. 
simply replaces the Benefits Administration office in their 
company~ Thattoo may be a problematic sell-...; the 
connection to an internal benefits office seems more direct 
and intimate; it's where you get your life insurance, your 
40lk or pension plan, etc., as opposed to an external 

.organization, particularly one run by the government. 
"health alliances are a new layer of bureaucracy" is also a 

·likely attack from providers or insurers whoperceive that 
the existence of these "group buyers" will undercut their 
·current function or their ability to make money. 

Possible strategies: 

There are two approaches: either we try to make them 
invisible, and constantly downplay their role in the new 
system, or we try to assign them an identity that will 
create a positive, non-bureaucratic association for people. 

1) Downplay the role of health alliances 

If we accept ~hat health alliances are difficult to explain or 
redefine in a way that will result in a positive association for 
most people, we could choose to ignore them in our description of 
the system. We can make the point about the pooled purchasing 

1 These decisions haven't been made.;.- it may be that states 
get to decide how they want HIPCs structured, with federal 
guidelines dictating only what they can't be. 
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power buying better products at better prices without referring 
to the entity that debs the negotiating and buying. We could 
describe the system a 1s one in which individuals are pooled into 
large groups and off~red a choice-among different health care 
plans. 

2) Redefine health a]liances 
. . I 
These health alliances have a few basic functions: 

. I - -
They negotiate·pricelfor a health care product. With the _ 

-collective bargaining power of 50-100% of the consumer market, 
they will negotiate with accountable health· plans to get the best 
price possible for the specific product they're buying. 

They purchase health care products. After having negotiated a 
price, they actually "buy"-- they contract with the plans for the 
provision of care to enrolled consumers. 

They gUarantee the cn,~ality of the product they sell. Health 
alliances will be responsible for enforcing quality standards, 

. gathering, comparing I, and publishing outcomes data among plans, 
and for making sure all necessary and appropriate care is 

I . . 
provided by contractid plans. . _ . 

They sell health car
1
e products. Individuals, businesses, and 

( government will purchase health plans through the local health 
· alliance. (The allilance will be to whom they pay premiums) • 

They pool groups of lpeopl~ and offer them a service. Individuals 
and public and private sector employees will all buy insurance 
through the health ~lliance. In turn the alliance will provide 
them with quality p~oducts at prices negotiated based on the size 
of the larger group,l not just that individual or firm. The 
alliance will -COlle6t and distribute premiums, monitor plan 
performance, possibly handle enrollment, disenrollment, etc. 

Depending on wh-ich lf these functions, (or which group of them) 
is most palatable t? people·, we could associate the organizations 
with that role. / 

-. I 
health alliance as coalition of businesses 
health allianck as champion of the consumer 
health allianck as bargainer 
health allianck as health care store 
health alliancb as quality guarantor 
health alliande as club 
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Hil.tary Rodha~ Clinton TO: March 22, 1993 

APPENDIX 4. 

M EM O.R AND U M 

FR:. 
RE: 

Chris Jenning~ 
Senate Republicans to Target as Possible Supporters and 

I . . . 
Senate Democrats to Attract and Keep on Board 

cc: Legislative/Congressional Distribution List 

As y~u know, Jt is now virtually certain that the 
Pres~dent's health \care proposal will require at least one 60 
Member vote to have a chance of passing the Senate. (If the 
proposal is merged 1

1

into reconciliation, 60 votes will be required 
. to waive the Byrd rule; if it is a free standing bill, 60 votes 
will be required to\achieve cloture on debate and to'bring an end 
to a likely Republican fillibuster). · 

With the a~ove\ in mind, and because we cannot count on all 
57 Democrats ·(possibly 56 by. the time of the roll call) to vote 
with us, we must butld on and imi>rove our ongoing efforts to 
attract a core group .. of Republicans to vote with the President on 
his health reform proposal. Similarly, we must attract and · 
retain support from\a fa.irly sizable list of Democrats who, for a 
variety of reasons, \may be nervous about voting with us. · 

In an effort to pool the information we have on the target 
Senate Members, we convened a group including Steve Ricchetti and 

·his staff, Melanne, jchristine Heenan, HHS's Jerry Klepner, Karen 
Pollitz and Alan Hoffman, DNC's Celia Fischer, and Steve 

. I . 

Edelstein and his War Room staff. (The group now meets every . 
. I . . 

Friday). We found ourselves to be in significant agreement on 
which Senators we c~rrently believe that the Administration and 
the DNC should target; I have attached a list and some cross-

. . I 
referencing information about this list for your use. In 

· addition, the infor~1ation we produced through this discussion 
will be summarized and distributed in short order. . I . , . 

The 14 Republicans we chose are the ever-shrinking number of 
Members who -- becau~e they are viewed as moderates, have special 
populations to worry about, and/or are coming up on an election ,. 
or retirement -- are the most likely to cross over and support 
us. (FYI,· according to Republican staff, these Members will 
attempt to stick tog~ther in a block so as to strengthen their 
bargaining leverage fF.any such minority block of Republicans 
forms; in other words, they plan to exert tremendous pressure on 
one anothe·r to block I "straggler" Republican support). 

. ' ~ . . 

The Democrats we chose are those who are'historically 
moderate to conservative Members or who, because of their 
constituency or Committee assignment, are particularly sensitive 
to specific special ~nterest concerns. It is·important to stress 
that, as we are targeting these Members, we must not ignore or 
alienate our relatively solid progressive support base. 
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REPUBLICANS 

Senator 
I 

Relevant Committee Assignment 
. I 

1. Christopher Bond (MO)* Appropriations Committee 
Appropriations Committee· 
FINANCE COMMITTEE, Health Care 
Task Force Chair 

2. Conrad Burns (MT)* XX 
3. John Chafee (RI~ XX 

I 
4. Bill Cohen (ME)/XX 
5. Alfonse D'Amato, (NY) XX 

Judiciary Committee 
Appropriations Committee 
FINANCE COMMITTEE 6. John Danforth ( MO) · 

. . . I 
7. 
8 .• 
9. 

Dave Durenberger (MN) XX 
Mark Hatfield (bR) 
Jim Jeffords (V~) XX 

FINANCE and ·Labor Committees 
Appropriations Committee 
Labor Committee 

- . I 
10. Nancy Kassebaumr ( KS) Labor Committee, Ranking 

Appropriations Committee 
FINANCE COMMITTEE, Ranking 

11. Connie Mack ( FLf) * XX 
12. Bob Packwood (OR) . . I 

13. 
14. 

* 

XX 

Bill Roth (DE)*I XX 
Arlen Specter (PA)* XX 

I 

FINANCE & Gov. Affairs 
Appropriations and Judiciary 

I . 
Although all will be a great challenge, these 5 Senators 
will be the mdst difficult to get on board. I . 

Notably, 9 ouJ of the 14 targ~ted Members have Democratic 
Senator count~rparts. (In fact, '11 of 14 have Democratic 
Governors). I~ these Dems are on board, it will make i~ much 
more difficu11 for Republicans to oppose the Clinton plan • 

. I 

I 
I 

NOTE: Seven .out of the 14 are either Finance or Labor Committee 
I . 

Members or ~oth (in the case of Durenberger) -- the two 
.primary Sen~te health committees. Five of these Members 
serve on th1 all-important Finance Committee. 

. . I ~ 

Lastly, although highly doubtful supporters, significant 
I efforts should be made to make the following influential Members 

. . I 

uncomfortable about engaging in active opposition: (1) Bob Dole 
( KS, Minority Lead~r, & Finance Committee Member), ( 2) Alan 
Simpson (WY, MinorftY Whip, ·Judiciary Committee), (3) Orin Hatch 
(UT, Finance and J~diciary Committee, Ranking Member), and 
(4) Pete Domenici (NM, Budget Committee Ranking Republican and 
Appropriations Committee). · · 

I 
I 
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DEMOCRATS 

1. 

-Senator 
i 

Max Baucus (MT) I 
- I 

2 • _ David Boren (OK}( * 
3. Bill Br~dley (NJ) 

John Breaux (LA)~ 
Richard Bryan (NV) 

4. 

5. 
I 

Dennis DeConcinJ (AZ) * 

Chris Dodd (CT) I 

6. 

7. 

-8. Jim Exon (NB) * I 
- - -I 

9. Wendell Ford (K~) 

10. Bob Graham (FL) · 

11. Howell Heflin (1\L) * 
- - I 

12. Earnest Holling~ (SC) 
I -

13. J. Bennett Johnston (LA) * 

14. Bob Kerrey (NB) 

15. Herb Kohl (WI) 

16. Bob Krueger ·(TX~ 

17. Frank Lautehberg (NJ) 
- I 

18. Joseph Lieberman (CT) 
I 

19. Daniel Patrick ~oynihan (NY) 

20. Sam Nunn ( G_A} * 

21. Harry Reid ( NV} 

22. Charles Robb (VA} 

23. Richard Shelby ( AL) * 

* Indicates the 7 Senators who 
difficult to get on board. 

Relevant Committee Assignment 

Finance Committee 

Finance Committee 

.Finance Committee 

Finance Committee 

Appropriations, Judiciary 

Labor and Human Resources 

Judiciary Committee 

Appropriations Committee 

Appropriations Committee 

Appropriations Committee 

Judiciary Committee 

Appropriations Committee 

Finance Committee 

Appropriations Committee 

probably will be the most 

' 
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TOTAL STATES/MEMBERS TARGETED IN THE PRELIMINARY SENATE STRATEGY 

~· ~s~t~a~te=--------- Senator(s) Governor 

( 

1. Alabama 
2. .Arizona X 
3. Connecticut 
4. Delaware 
5. Florida 

6. Georgia X 
7. .Kansas 
8. Kentucky X 
9. Louisiana 
l.o. Maine x 

11. Minnesota 
12. Missouri 
13. Montana 
14. Nebraska 
15. Nevada 

16. New Jersey 
17. New Mexico X 
18. New York 
19. Oklahoma 
20. Oregon 

21. Pennsylvania X 
22. Rhode Island 

Heflin and Shelby 
DeConcini 
Dodd and Lieberman 

. -Roth 
Graham and Mack 

Nunn 
Dole and Kassebaum 

·Ford 
Breaux and Johnston 
Cohen 

Durenberger 
Bond and Danforth 
Baucus and Burns 
Exon and Kerrey 
Bryan and Reid 

Bradley/Lautenberg 
Domenici 
D'Amato and Moynihan 
Boren 
Hatfield/Packwood 

Hunt (R) 
.Symingtqn (R) 
Weicker {I) 
Carper. {D) 
Chiles {D) 

Miller {D) 
Finney {D) 
Jones (D) 
Edwards. {D) 
McKernan. { R) 

Carlson {R) 
Carnahan (D) 
Raciot (R) 
Nelson {D) 
Miller {D) 

Florio {D) 
King. (D) 
Cuomo{D) 
Walters {D) 
Roberts {D) 

23. South Carolina X 

Specter 
Chafee 
Hollings 
Krueger 

Casey· {D) 
Sundlun (D) 
Campbell {R) 
Richards {D) 24. Texas X 

25. Utah 
·26. Vermont X 
27. Virginia X 
28. Wisconsin X 
29. Wyoming X 

Hatch 
Jeffords 
Robb 
·Kohl 
Simpson. 

Leavitt {R) 
Dean {D) 
Wilder {D) 
Thompson { R) · 

·sullivan (D) 

Total Number of. Senators: 41* 20 out of 29 
I - · are Dem Govs. 

* This include~ t~e 4 additional target Republican Senators of· 
Dole, Simpson, Hatch, and Domenici. 

I 

NOTE: 
I . 

If the DN;C does not have the resources to target all 29 
states, they.should choose (generally) to eliminate 
first thdse states that have only one target Senator 
and whos~ Senator does not serve on the Finance 
Committe~. There are 12 such states marked with an X, 
but my 6 /lowest priorities would be Georgia, Kentucky, 
New Mexico, Texas, Wisconsin, and Wyoming. (I can ·talk 
about ot~ers if necessary; in addition, exceptions to 
the Finatice and/or 2 Member rule might be Delaware; 

1 • . . 

Utah, and Alabama ) • 
I 

• 
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1. 

' 2. 

3. 

4. 

"HOT" BUTION ISSUES 

Sensitivity to the term "CITIZEN." 
. I . 

When dealing with t?is community, you may prefer to use the terms "LEGAL 
RESIDENTS AND CITIZENS" together and in that order at all times. This will 
help avoid an advers1e reaction to the term "CITIZEN" which· connotes excluding a 
large part of the Hispanic population. 

Sensitivity to the term "ILLEGAL ALIEN." . . · 
. I . . 

. You may prefer to u~e the term "UNDOCUMENTED PERSONS." 

Will currently coverJd "undo~umented persons" lose that coverage? 
. . I . . 

SUGGESTED RESPONSE: Under reform, we will reta.in current law that covers 
"undocumented persbns" and we will strengthen the safety netprograms for . 
vulnerable populatio~. 

i 
I 

Why aren't we including "undocumented persons" in the health plans, if we plan 
to pay for enhancing the current public health system? 

SUGGESTED RES~ONSE: Health care reform must enhance the health of all 
·communities, so we rpust support and improve the public health system. 
Undocumented persqns are some of the most highly mobile in our society. A , 
strong public health system Will ensure that all people wherever they are and . 

. wherever they go ha~e access to services. · · 

5. Will a health security card become a model for a national identification card and 
allow certain individ¥als to be discriminated against in many Federal programs 
because of their immigration status? 

. I 
I 

SUGGESTED RES~ONSE: That's not the intention of the health security card. 
It is to provide everyone with access to health care services wherever they are. 
We are meeting with\ concerned organizations to ensure that appropriate 
safeguards are developed and instituted. .We look forward to your specific 
suggestions. 
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l 6. Will states or local go~ernments control the funding for the public health and 
safety net programs? / . 

( 

( 

SUGGESTED RESPONSE: Protections will be put in place which guarantee the 
participation of all govbrnment levels in the decision-making processes, 
local/ county governm9nts and health providers. 

7. . Will PuertoRicans reJeive the same health benefits package aseveryone else? 
I . . 

. ISSUE: The United States/Puerto Rico relationship is an emotional issue to 
Puerto Ricans. Altho~gh Puerto Rico is a territory and a part of this country, 

. I . . 
residents fell that theYj are treated as second class citizens. They want to be 
treated equally and included in the new health care system. 

I . . 
SUGGESTED RESPONSE: All legal residents and citizens will be guaranteed 
coverage without reg~td to where they live, how much they earn, whether and 
where they are· emplo~ed, and whether they have a so-called preexisting condition. · 
Puerto Ricans are Urn ted States citizens and therefore will be treated as such. 

(You may prefer to Joid reference to the status of Puerto Rico as a territory or 
. as "dependent" on tbd United States to avoid an adverse reaction.) 
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RE: POSITIONING THE HEALTH CARE INITIATIVE 
I 

The administrati!on is in a strong position to present a health 
care plan that will excite the nation and lay the basis for long
term support. Positi~:med properly, the health care plan can prove 
even - more popular than the economic program -- marginalizing 
opponents, generating enthusiasm and even a touch of bipartisan
ship. - But people's feelings about health care are complicated, as 
reflected in these surveys. To sustain support over 6 months will_ 
require a campaign ofJ change and reassurance, which is the subject
of . this memqrandum. . 

I 
The observation~ and recommendations here are based on the· 

I . . - . 
health Gare survey and focus groups conducted for the Democratic 
National Committee. j The author also had access to a number of 
other surveys that he used freely to·develop the best possible 
action plan. The resiearch base is outlined below: - · 

Greenberg Research national survey 
· I focus groups ( IL and CA) 

Service Employees 
Internati1

1

onal Union 
Celinda Lake 

N 1 . c I . ova 1s orporat1on 

national survey 
focus groups (IL) 

national'survey 

NBC/Wall st!reet Journal national survey 
. I 

Peter Harlt 

Medica Foundation 
Greenbergi;Quinlan 

Kaiser Founldation 
Lou Harri 1s 

. ~ I 
Insurance Industry 

Melman-talzarus 

Minnesota survey 

national survey 
focus groups (small business) 

national survey 
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Positioning the Health Care Initiative 

. I 
2 

I 

The health care initiative must be bold, reflecting the 
public's desire to o~erhaul the system; it must touch on powerful 
emotions that keep p~ople focused on the possibility of change. At 
the same time, it m~st offer critical reassurances to maintain 
broad support for the plan over a long ·campaign. Some of the 
findings and recommertdations are highlighted below: 

I • 

• 

• 

• 

• 

• 

Use the anticipated burst of support for the eco-
nomic\ plan to establish ·confident presidential 
leadership, build bipartisan support in the coun
try, ~nd foster unprecedented public pressure on 
Congress.· 

h I·· db h lh b T ~ publJ.c J.S very concerne a out ea t care, ut · 
it is\ a weak second to the economy. It will re.;. 
quire1 a sustained campaign to keep the public 
focused over more than 6 months. 

·\' . . . . . . . . 
.People want bJ.g ch~nge, but they are scared of J.t: 
as mahy people worry about what reform will bring 
as· wo;rry that the status quo will go unchanged. 
People hate the system, but they are protective of 
their\own health care situation. The campaign must 
promo~e change but our goals must also include 
secur~ty and stability "peace-of-mind" in . a 
changing world. 

. I - ~ 
The plan should be "phased-in" -- not as a matter 
of nebessity, but as the best way to reassure the 
publi~ and minimize the risks of change. The plan 
it.self must preserve familiar relations in medical 
care 4nd sel-f-consciously promote the joint govern-

-mental-private sector role. . I . . 
The campaign should center around "health security" 
--a powerful and personal concept that people will. 
fightlfor -- making sure that people can never lose 
their insurance, ever. · 

Heal~~ security will prove more enduring than cost 
in sustaining a 7 month campaign: people think it 
can ~e achieved (they doubt costs will be con-
tainec:i); health security is more vivid to people; 
peopl~ hold on to it, even when faced with a trade
off wttth doctor choice; it holds up better under 
fire~\and finally, health security is more emotion
al. ( "fcary" and "peace-of-mind"). _ . . · 
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0 

• 

• 

• 

• 

• 

The 8ampaign must prove ever vigilant against the 
prospect of downscaling. Skepticism leads voters 
to think these reforms are for the nmasses" and 
"unirtsured" diminishing the importance for 
middJ.!e America. Health security cannot become· 
acce~s; . it must always mean never losing your 
insuiance. Health security must contain costs -
bringing_this out-of-control systE;!m under control .. 
And Health security must remain "comprehensive" --
neve:J slipping to basic or minimal. · 

A phl~ed- in program should begin with some .broad 
refo:r!ms: never losing insurance when changing jobs, 
help~ng small business afford insurance, and freez
ing drug prices. 

The. ~ublic seems prepared for a tax inCrease as 
part jof health care reform. Indeed, the expecta
tion 

1
game may lead to enlarged support, as happened 

on t~e economic program. The "recapture option" 
garn~rs the strongest support, though there is also 
broaq support for the 1 percent payroll surcharge 
to guarantee insurance. There is considerable 
open:dess to various "premium reforms" (10 percent/3 
perc~rtt and ao· percent/20 percent) 

WhilJ there is broad support for cigarette and . 
I . . 

othe~ targeted taxes, voters seem to prefe~ across 
the tibard simplicity to some combination of taxes. 
It ·isl possible to gain tolerable support for taxing 
benef·its above the comprehensive package. 

The d~uble digit VAT fails,badly and would endanger 
the entire health reform package. 

ManaJed competition is not a wildly popular con
cept ,j though about 40 percent of the public seems 
to have accepted the concept of limits in health 
care .j . The package gains its· popularity from the 
add-ons: crack down on health care fraud, never 
bein, denied insurance, and preventive _care. 

The strong attacks on the plan do not bring a 
I . . . 

collapse of support for health care reform. Howev-
er, tihe most effective attacks center on illegals 
and f:oreigners, taxes, rationing and waiting lines, 
smalli business failures and loss of doctor choice. I . 
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• 

I 

To. Jintain the middle class character of health 
care 1 reform,. there must be a strong emphasis on 
responsibility -- including people paying some 
portibn of health care, restraint of law suits, and 
cortce~n for small business. · · 

There\must be targeted attention to those. on Medi
care find union members with full coverage who are 
very nervous about change and the plan. . 

CLINTON LIBRARY PHOTOCOPY 
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J 

The Clinton Plan: Btrst and Protection 

The public is rJady to suppo"rt a Clinton health care plan, and 
they are likely to be protective of it for some time after the 
"Joint Session" annohncement. Support for the economic plan has· 
held up over a month \-- about 6 .to 10 points below the initial peak · 
-- and a similar pattern should be evident in health care. Indeed, 
the initial surge i~ likely to be stronger and more bipartisan, 
thus changing the dyAamic somewhat in our favor. 

. . • . I 
. Before knowing anything about the plan, voters are prepared to 

support it --·by at l~ast a 2-t.o-1 margin (55 to 24 percent). When 
voters hear the plan ?escribed, support leaps toward 70 percent: 67 
percent in favor and 27 percent opposed; 57 percent believe it will 
help them personally!, while only 27 percent think it will prove 
harmful. (In the SEI\U poll, their description, based on newspaper 
accounts, produced 71 percent support; the Kaiser description 
produced 81 percent) -\ There will clearly be a burst of support --
5 to 10 points stronger than for the economic program. . 

. I . . . . . . 
The burst of support should allow us to build walls around the 

program. First, the ~rogram, unlike the economic program, wins bi
partisan support: 451 percent of Bush voters favor the plan ( 12 
points above support for the economic plan) ; and 65 percent of 
Perot voters are supportive (16 points higher than for· the economic 

' • . J. . . I I 

plan) . We need to re:1.nforce the broad b1.part1.san character of our 
support to place thelprogram above politics. 

The bipartisan \support for the Clinton plan· is won on an 
uneven playing fieldl. The Republicans lack the credibility to 
offer their own plan, I and thus must seek some kind of role with the 
administration. In tfue NBC/Wall Street Journal poll, the Democrats 
enjoy an astonishing S7 to 9 percent advantage over the Republicans 
on health care. Thejbest Republican plan (tax credits, malprac- · 
tice, etc.) loses to the Democratic plan by more than 2- to-1 
(SEIU) . The Republicans dare not be left behind, lest they defend 
their opposition far \into the future. · · 

I 
Second, voters a~e looking to Congress to support the Clinton 

• I 

health care plan: in\ the SEIU survey, 48 percent said they were 
more likely to vote for their member of Congress if he or she 
supported the plan; 19 percent were less likely -- a net advantage 
for voting with Clintlon of 28 points. Members of Congress should 
face twice as much pr~ssure (compared with the economic plan at its 
high point) to suppbrt ·the president. Public vigilance over 
Congress should permilt us a powerful argument: the public will be 
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unforgiving if Memb~rs choose to stand on. the . wrong side of 
history. I 

Third, voters are protective of the overall health care plan, 
regardless of the sp~cific criticisms. People wa'rit this change to 
happen. After the plan is attacked for rationing, waiting lines, 

· high taxes, small bu1siness failures, and limits on doctor choice. 
(without any responsJ), support remains very high~- 63 percent in 
SEIU and 58 percent[ in· our own survey. · _The· plan. retains the 
support of 78 percent of Democrats.and 56 percent of Perot voters. 
Astonish1.· ngly, af~er Jthe attacks, Clinton'.s. thermometer score goes 
up 2 degrees, wh1le trust measures rema1n steady. Voters want 

·· change and respect Billl Clinton for trying. They are protective of 
. his efforts. I ·. · · · 

Not surprisingly, the plan wins and holds strongest support 
from the 1 in 10 who !lack insurance (74 percent at the outset and 
65 percent after attacks). Much more important· is the strong· 
support from the 1 ih 3 who depend on company insurance but make 
some personal contrifuution (69 percent and 62 percent). · The plan 
also fares well with !the 1 in 6 who have fully funded company plans 
(64 and 61 percent). 

The plan is weakest with the 1 in 5 covered by Medicare (.63 
percent at the outskt and 57 percent after attack) . We will 
address the concerns\of seniors below, for that is a central task 
if the plan is to maintain overall support. 

Health Care in Persp~ctive: Keeping the Public.Focused 

The public is cbrtainly concerned about health care, ·and 78 
percent believe the \ system has failed . most Americans (NBC/Wall 
Street Journal) . AI quarter of the public wants to compl'etely 
"rebuild it," and an0ther half wants to make "major changes." So 
there is a clear public demand for action. · 

I 

But health carelis a second-or.der problem to the economy. In 
a CBS survey prior t0 the Dan Rather interview, voters were three 
times as likely to waht to ask questions about the economy and jobs. 
as about hea.lth care! (48 to 17 percei7t) . In our survey'. just 30 
percent ment1oned health care as the f1rst or second most 1mportant 

. I ' '- . I problem (half the rate of ment1on for the economy and JObs). · 
I . . . . 

The second order importance of health care means the health 
care campaign must wdrk aggressively to maintain public focus. We 
should not assume the1 same level of public attention and durability 
as evident on the leconomy. Moreover, the Clinton plan wins 
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'-1 
overwhelmingly amongJthi:Jse concerned with·health care (who are 2-
to-1 Democratic) . The key will be maintaining and sustaining 
support among the 70 percent who do not list health care as a- major 
problem. \ 

I 
The Principal Tensiort: Personal Satisfaction and Systemic Failure· .. 

The public can ·Jlide in and out of this issue because of the 
tension between thei~ own personal health care situation and their 
critique of the health care system as a whole~ In surveys, people 
express an extraordin~rily high level of confidence in their health 
insurance situation: 74 percent are satisfied with their current 
plan and 78 percent with how much they. pay (insurance industry · 
poll); 74 percent are happy with the availability of health care to 
themselves personally (NBC) and 74 percent are satisfied with the 
quality of care .(Nova!lis) . Our own surveys put personal satisfac
tion in the 75 perc~nt range, though somewhat lower on cost (64 
percent) and security . (66 percent). · . . · · 

Yet, amidst thiJ apparent personal contentment, is a p~werful 
anger a:t;>out the syst:em as a whole. . The same insurance industry 
poll shows · 71 percent dissatisfied with the health insurance 
system.. Our survey !shows 64 percent dissatisfied (including 33, 
percent very dissatisfied) . What is going on? To maintain support 
for reform, w~ have ~p keep people focu~ed on the discontent, which 
means address~ng a nUmber of personal 1ssues. 

· .1 I · · h h 1. h · · · F~rst, peop e e~er~ence t E: ea t . care system ~n spurts -- . 
leaving the problems hanging in the air as a prospective, theoreti
cal diffic1.1lty. Almo 1st half of the respondents say they spend less 
than $500 a year in j all. health care expenses (including deduct
ibles, co-pays, out-ef-pocket expenses,· etc.) .. Over two-thirds 
have had no contact ~~th the health care $ystem ~n the last month. 
An effective· critique that joins the personal and systemic will 
have to make the'pro$pective problems more real and immediate. We 
cannot assume that personal problems are top-of-mind. . 

Sec,ond, people~ kre conservative and protective of their own 
_personal health care1 situation which has been negotiated amidst 
considerable· instabillity. · Their "satisfaction," therefore, is 
quite relative -- co~pared to other people and to what might have 

. happened. There is ~reason to believe that people understand the 
profound insecuritie~ underlying the deals that they have made to 
get by. · But people!' s tendency to protect what they have is a 
central part of the health care reality. Indeed, the more 
uncertain the overa1JJ

1 

situation, the more protective people tend to 
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I 

I 
be of their own· packages, as reflected in these focus gr_ou_p 

I -comments: 

I'm satisfied with mine -- from what I've had. Our 
company wetit through several different companies and you 

I I ' • 

had to go ~o a certa1n doctor ... And that d1dn't work 
out too well. So now, we've got Blue Cross PPO, and 

I 
everybody seems to be happy. 

Well, I'm s!atisfied.· I take things into'perspective. ·I 
look at whar everybody else has, c::md I say, well, this is 
pretty good! compared ... So, as far as ~ .. in ah overview 
of everybody that I know of, it's fantastic. 

Well, it'slhard for me to really judge because I'm not 
affected that much .... I - . 
We have real good insurance now, but my husband won't get. 
a raise fo~ 5 years. It was a trade-off -- a 5 year 
contract with no raise for 5 years, but we got the 
benefit. ~---

I'm satisffed. We've had a major health care problem 
recently and because of coverage that we changed, unless 
I get surprises with ~hem not allowing my claims, I'm 
very satisfied. 

I just happkn to feel that I'm in a pretty good position, 
because my health plan is locked in right now. Of 
course, it can change. 

I have terrific insurance. It's wonderful, but I pay 
through thJ nose for it I wouldn't have it any other 
way. I · . 
I've never used it in 10 years .... I'm pretty happy with 
it. __ I. - __ 

.I'm very happy with the health plan I have for myself and 
my family, I but the frustrating thing for me is for 15 
years, I di:dn' t pay into that health plan because it was· 
cheap enoug:h for the company to pay. Now, because health 
costs have 1soared, most companies make the employees now 
share in health coverage and that hurts. 

I 

I 
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I 
I 

. I 1 · b. h · k f As .a· consequen8e, peop e are caut1ous a out t e r1s o 
I . 

change. We cannot assume that people have accepted change as 
I better than the status quo. We must make that case. In the SEIU 

poll, 47 percent sai4 the greater danger is. that things will stay 
as. they are in healt:h care, but nearly as many, 43 percent, say 
they worry that things will change too much. In our own survey, 
somewhat more, 53 peicent, say they fear an unchanging status quo 
with health costs rising and problems with. insurance; but a. 
considerable 41 per~ent say they worry about the government 
creating new problemsj when trying to reform health care. One- third 

· of Democrats and 40 percent of . Perot voters are more worried about 
change than the status quo. 

It is helpful thLt people understand the. underlying instabili
ty in which they negdtiate health care and the continuing pressure 
to erode their berief~ts. Even as people express "satisfaction," 
they note the "high deductibles," the growing element of.surprise, 
finding yourself "th:rbwrt out" or not covered for cancer; they speak 
of· being at "high r~sk" and not knowing what could happen; they 
speak of aging parents facing unbelievably expensive monthly 
premiums. There is Ia sense that "all of a sudden" your company 
changes plans, and yeu face uncovered expenses, new requirements 
for approved doctorfil and a waiting line "for prescriptions at 
Walgrens"; "they told us that our coverage would be the same, and 
it's not"; "it just ~eems likeits always changing; they're always 
looking for new companies." 

. Third, voters wlnt the government to take the initiative to 
fix the system, ye~ jump at solutions that keep the private 
insurance system (private doctor network) intact. Voters want the. 
assurance that, afte~ big change, their personal health care system 
will remain familiar/. Thus, over 70 percent want a new national 
health care system (NBC), and over 60 percent want the government 
to take the initiati~e to bring about change (Medica) . But over 70 
percent want the solution to' be a mix of government ·and private 
insurance; just 23 p~rcent support government control overhealth 
care (NBC) . Over haif are open to tax credits for companies ·and 
·individuals, as a !substitute for a larger governmental role 
(Medica) . I 

We need to propose big· change in this package ·-- reforming all 
the externalities,· but for the purpose of conserving some things 
that are fundamental/ to the individual. ·so, for example, there is 
overwhelming support for capping costs, eliminating bureaucracy and 
red tape, freezing qrug prices cmd mandating insurance coverage. 
Those· reforms are meant to save and protect, not undermine, the 
private doctor-patieht relationship. Our reforms are meant to give 
something back to the patient and the .doctor. Our goals include 
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security and stability and tradition 
changing world. 

"peace-of-mind" in a 

Phase-fn 
I 

. I 
That voters want. both change and caution is reflected in their 

sense· of timing whed it comes to the health care initiative.· At 
each point, voters s~y move forward judiciously: 

o Just /43 percent say pass the health care program 
now, while 48 percent say move slowly (SEIU). 

• Voterk would raise fewer taxes and phase the pro
gram in over 5 to 8 years (70 percent), while ·only 

. 26 pebrcent would raise taxes to achieve a more 
· rapid/ implementation (Kaiser) . 

Just· i43 percent want immediate implementation of 
the p:lan, while 51 percent say. phase it in and 
that ~s after respondents hear a description of the 
plan.rnd two-thirds support it. 

The phase-in is particularly important for those people who have a 
reason to be risk-avebrse: people with private insurance (37 percent 
immediate and 55 perbent phase-in). Half ·of the plan's supporters 
want to phase it in.l · 

Voters would 111ove immediately on broad-based initiatives:. 
making sure people who change jobs do not lose their insur~nce (24 
percent) , creating 1larger insurance groups to . help small business 
buy insurance (22 percent), and ·freezing the price of drugs (20 
percent). ·There is less interest in ending pre-existing conditions 
(12 percent) and :iJn extending insurance :to all children and 
pregnant women (15 percent). The insurance industry's research 
shows strong suppm:it for moving immediately on. immunizing all 
children. 

Health Security 

Our proposal for reform must touch powerful emotions -- ones 
that enable voters to join their private and public views of the· 
~ealth care system ~nd that allow them to ent~rtain new financial 
and medical arrangements. We must offer people something that 

. I 
makes the status quo unacceptable and that allows people to act on 
their desire for chAnge. · 
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There is a temptation to focus on cost, as that goal seems to 
involve the middle elks~ directly in reform. In most surveys, cost 
is a more pressing prbblem than lack of insurance: 48 to 35 percent 
in NBC and 39 to 271 percent in SEIU. Indeed, even in our own 
survey, attacking · costs wins out over attacking the loss of 
coverage, 52 to 41 p~rcent. Getting costs under control is very 
important, to be sure!, arid the initiative must show that it worries 
about middle class America' 8 struggle with rising costs; skyrocket
ing and catastrophi~ costs . must become security issues · that. 
threaten coverage. Bht the cost argument by itself is not powerful 
enough to carry the ipitiative. But health security will. That is· 
where we would put o'rr money. 

I 
First; practicality: people believe that it is possible to 

guarantee health insrrance coverage ·for everybody; they are not 
sure that reform can get costs under control. By 61 to 19 percent, 
people expect Clinton's health care reforms to make things better, 
not worse. They th~nk it can happen. But people are uncertain 
about our ability to: attack costs. By a small margin, 41. to 33 
percent, people expept overall costs to get better after reform, 
but not the c;osts that people themselves pay (27 percent better and 
35 percent wors~) . · I Even after the entire package. is unveiled, 
voters only splJ.t evenly on the prospect of an 1mproved cost 
situation (31 percen~ better and 32 percent worse) . 

I 
Second, vivid impression: people are much more likely to 

mention security rather . than cost elements when recalling the 
health care initiati~e. Security is what sticks in people's minds. 
When asked how things might be different in the NBC poll, 34 
percent cite coverage issues ("easier. to get," "coverage· for 
everyone"); 27 perceq.t mention costs being controlled or insurance. 
becoming . more afforqable. In fact,. the cost recall is further 
offset by the large number (11 percent) who recall that costs will 

.go up. After we re~d the Clinton health care plan, 34 percent 
recalled health secutity or coverage for all Americans; 24 percent 
recalled costs underJ control. · 

I 

Third, trade-offs: people are quick to trade off cost reforms 
when they clash withjother valued things, like doctor choice. But 
people hold on to health security, even when it clashes with 
something valued: 

• 

• 

Costs under control versus 
freedom to choose a doctor 

I . 

Never! losing coverage versus 
freedom to choose a doctor 

47 to 46 percent 

52 to 37 percent 
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I'm very scared. I'm scared and angry also, because I do 
work, and I still am not covered. I don't know what 

. I 

would happen if I would need . to go to a hospital. 

CLINTON LIBRARY PHOTOCOPY 
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[Someone adds] Make you go to County 
facilities are so bad. 

the County 

I could be in debt for a long time, if I don't have it. 
I could be even bankrupt. [Someone adds] That's one of 
the reasons why people- are homeless because of·medical 
bills overriding their families and their housing. 

You're gonna worry·all the time if you don't have it. 

I changed jobs last year, and I was uninsured for a whole 
month. That was scary. [Someone adds] It's scary. . · ... 
Just one time can wipe you out. · 

After hearing about Clinton'·s health security proposals, the sense 
of relief is palpable: II that no matter how. sick you get-, you I 11 be 
secure"; "gives me a good feeling." One of. the men in Chicago 
concluded, "maybe you can better yourself, and the whble· country 
would be better if that was one less worry." 

We have to make security mean something powerful and personal 
for all those who currently have insurance -- i:nak~ng sure that 
people can always keep their insurance. No more losing insurance 
when changing or losing a job; no more being denied coverage 
because of a pre-existing condition; no more threat from skyrocket
ing costs that erode benefits and leave you defenseless. The core 
of the Health Security program is a comprehensive package of health 
care benefits guaranteed to every American. 

Political Dangers in Health Security 

The design of the health care campaign must reflect three 
major. dangers that could threaten our control of the discourse. 
Each in their own way push bur motivation downscale and limit our 
ability to speak to the great majority of Americans about their own 
health care. 

Danger one: access. ·The first danger in healthcare security 
is its reduction to access. Access means reforming the. health care 
system in order to extend coverage to the uninsured. There is 

· precious little interest in that concept. But the pundits are apt 
to describe health security as the desire to insure the uninsured. 
If that happens, we lose the power of health care security. 

Danger two: cost. We dare not lose the cost argument, for the 
erosion of benefits under the status quo is one of the· biggest 
sources of insecurity. People believe the system is "out-of-

" 
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control. 11 Failure to change and enact health care reform, will 
.leave people more and more insecure before rising health care costs 
. and the constant attempt by employers to renegotiate coverage. 
Part of ensuring security is bringing this out-of-control system 
under control. 

Danger three: comprehensive package and·downgrading. Voters 
are very supportive of a guaranteed set of comprehensive benefits 
that cannot be lost. And voters are serious about 11 comprehensive. 11 

To mean something and to be trusted, the comprehensive package must 
cover "everything 11 

--
11 no matter how you get sick, what you get 

sick from, they will cover it 11
; 

11 I hate to sound greedy, but I 
agree, almost everything, anything that happens to you physically"; 
••comprehensive to me means everything, it would mean total"; "it 
lets you sleep at night"; "comprehensive means you're covered." 

In that context, voters are very supportive of the core idea 
in the program: "more people will have access to· medical care"; 
"health care for everyone 11

; 
11 he will give·everyone the chance to 

have insurance"; 11 equal health care for all people 11
; "fair to. 

everyone. 11 

But the support for equal and comprehensive coverage can slip 
very quickly, if the package or health care looks substandard. 
There is danger in even the words "core 11 or 11 basic" package: 11 very 
limiting 11

; "like minimum wages 11 ; 11 just the bare necessities 11 ; 

"sounds like a mediari 11
; "I think it's just like the minimum"; 

II ' 1 k ' ' 1 th Y . II s1mp e pac age, ... m1n1ma , . . . . e ugo. 

There is great danger in the public's tendency to downgrade 
the. comprehensive coverage -- limiting its coverage, its genuine 
middle class character and broad appeal. When voters begin to 
associate the reforms with helping only the needy, support begins 
to drop-off, along with people's openness to change. There is a 
great worry that 11 insurance for everyone 11 will become 11 health care 
for the masses. 11 11 Health care will become more limited and hurt my 
family 11

; •• 
11 run it like Medicare for any age! Big mistake 11 ;. 

11 every
body covered minimally 11

; 
11 a safety net basic health care plan for 

eve'ryone paid for by taxes 11
; 

11 control insurance costs to give the 
low income family a chance to have insurance 11

; 
11 change toward 

health care to masses"; "more free clinics"; "it needs to take into 
consideration all classes, ~ot just the lower cla~ses." 

Taxes and Financing 

About half the public now believes that some kind of tax 
increase will be "necessary 11 as part of health care reform, even 
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when reminded that Clinton just raised. taxes for his economic 
changes. In fact, 42 percent of Bush voters think a tax increase 
will be necessary, and support for a tax increase may be growing. 
One survey shows 56 percent in favor of a tax increase -- up 6 
points in a year (Novalis) . 

In fact, voters seem ready to raise taxes to finance health 
security: 66. percent . support it in the NBC/Wall Street Journal 
survey -- up an astonishing 19 points since June 1991 (NBC). Our. 
description of ihe Clinton health care plan concludes with this 
sentence: "to finance universal coverage, the plan includes a broad 
and major tax increase, with the revenue dedicated to a health care 
trust fund." Support for the program reached.67 percent, suggest
Ing that a visible, tax increase is possible in the context_ of 
health security. · 

Th~re is every chance that the President may benefit from the · 
expectations game - -· if people's direct taxes go 1up only moderate
ly. When voters are told of a "big tax increase" (but before any 
details of the plan), support for health care change drops to even, 
with just 44 percent in favor. However, when voters are told the 
tax increase will be "small or moderate," support jumps to 66 
percent. We have every reason to replicate what happened in the 
economic plan: pre-announcement worries about taxes·assuaged, as 
the president demonstrates his commitment to minimize the impact on 
average Americans .. 

Voters are not quite ready for broad sacrifice when it comes 
to financing health care. A majority believe that all the 
necessary· revenue can be raised from the abusers of the current 

· system -- insurance and drug companies and doctors.· However, there 
is a considerable bloc, 43 percent, that believes contributions 
will be necessary from everybody if there is to be a truly 
comprehensive system. That is a fairly respectable starting point, 
if the president is to build a national majority for financing· 
health care. 

The "recapture" option -- price control over 2 years with a 
tax on insurance companies to fund the health security trust fund 
-- wins the broadest public support (66 percent in favor and 26 
percent opposed) . The exact wording of the finance option is 
presented below: 

The proposal would limit increases in doctor, hospital 
and drug prices .to the rate of inflation over the next 2 
years which could reduce what insurance companies pay 
out. But the plan would then impose a tax on insurance 
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companies and use the money to build-up the trust fund to 
guarantee ihsurance for everyone. 

I 
Support for the recapture option carries across all groups, 
including Perot voter~ (62 percent) andconservative Democrats (84 
percent) . It wins crucial support among those who contribute to 
company insurance plaps (67 percent). 

There is signifi\cantly less support for all other financing 
options that seem to hit real people more directly. Nonetheless, 
there is broad support for simple across the board options, like "a 

I , 
1 percent, payroll sur1charge on all employers to create a fund to 
guarantee- insurance for everyone": 61 percent in favor and 30 
percent opposed.· . 'Iihere is somewhat less support among tax 
sensitive voters, bult still at a high level conservative 
Democrats. (72 percent lin favor) and Perot voters (56 percent). But 
support is high amo'ng . the one- third of the electorate t:hat 
ccintribute to privateiplans (68 percent). 

There is also ·~orne support for a proposal to- eliminate 
entirely premiums paid by employers and individuals and, instead, 
11 provide that employe:rs ·pay a 10 percent premium on payroll and 
employees a 3 percent[premium on wages to cover health .insurance" 
(59 percent in favor and 33 percent opposed). Adding a cigarette 
tax on top of that,- /to finance the uninsured, complicates the 
issue, and drops support to 50 percent, a dangerously low level. 
There are clearly bentfits in simplicity. · 

There is slightl~ more support for a universal premium system 
-- ·at least 80 percent by the employer and up to 20 percent by the 
employee: 59 percent in favor, rising to 62 percent when exempting 
the first $8,000 and c~pping the contribution at 3 percent of wages 
or salary. The fixe? premium option (80/20) .has twice as much 
strong support as the percentage of payroll option (10/3 percent) . 
Given the reluctance df many voters to remake their personal health 
insurance situation, ~e might lean toward policy options that leave 
familiar-structures i~ place. 

I 
We can fight taxing benefits above the comprehensive package 

to a draw, though this! is dangerous territory. As straight policy, 
it wins plurality support, 47 to 42 percent; when described as 
mainly a tax on upper- income individuals to fund universal 
coverage, support ris:es somewhat to 54 percent (with 38 percent· 
opposed) . I · i . . 

The double digit 'fVAT fails badly and would endanger the entire 
health reform package! The basic policy is. described. below: 

! 
I 
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The · proposal would eliminate all health insurance 
premiums no~ paid by employers and individuals and, in 

. its place, !impose a 12 cent value added tax, a kind of 
national sales tax of 12 percent on all purchases, except 
food. I · . · . · . . 

In half the sample, we added a salary give-back to employees, but 
it did not help~ Just 46 percent favored the idea -- 20 points 
below the recapture option -- and 48 percent opposed it. A fifth 
of the electorate emerges as "strong" opponents. The proposal 

·hurts us across the b:oard, but especially in the Democratic base 
where support barely reaches 50 percent. 

The VAT option nlarly kills the overall ·Clinton health care 
proposal -- before it'\s even attacked. Support drops 12 points to 
55 percent, with 37 percent opposed. That is a dangerous starting 
point to begin the c~paign for health care reform. · 

. . I . . . . 

-The public is willing to support a number of specific taxes, 
though voters clearly like simplicity and· grow concerned with 
piling-on. (Note the. I sharp drop in support when "!e add cigarette· 
taxes on top of the 10/3 percent option.) The Kaiser survey found 
broad support for a $11 cigarette tax (74 percent), a $1 dollar tax 
on a six pack (79 .Pe~cent) and a tax on guns and ammunitio~ (75 
percent) ~ In a M1nnesota survey, there was support for h1gher 
taxes and premiums fori smokers (77 percent) and higher premiums for 
non-helmeted bikers and non-seat-belted drivers (73 percent) and 
those with DWI convictions (69 percent). However, there was much 
less support ·for taxihg handguns (41 percent) or setting higher 
premiums for the overJeight (34 percent) (Medica). 

Managed Competition: Dimits on Limits 

·. There is modest e~idence that p~ople are growing a touch more 
realistic about unlimited coverage for all procedures and technolo
gies, though only a tbuch. A minority of 39 percent oppose the 
concept that every per~on should be able to receive all the medical 
services they want --I up an impressive 15 points in a year. A 
Minnesota survey showed 46 percent who now believe reform will 
require new limits, · ihcluding limits· on the freedom to choose a 

·doctor and order up atiy procedure (Medica). Respondents recalled 
important phrases, like "sacrifice·from everybody" and "everyone 
taking responsibility.!" (More on that later.) · 

Keep in mind, how1=ver, that 56 percent believe in health care 
without limits (Nova~is) I and 53 percent. say do whatever is 
necessary to save somebody's life, even if they have only days or 
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a week to live; 40 percent would entertain ending life-supports 
(NBC) . While seniots have complicated views about ending life
support, they are generally extremely wary of limits on the right 
to choose a doctor. I . 

The public is still inclined to leave these life and death 
decisions, regardles~ of cost, with the patient and family: by 56 
to 36_ percent, Michigan voters. opp9se the new law tb limit Dr. 
Kervorkian from assi1sting suicide; 36 percent strongly oppose it 

(MRA)M. d .. 1.. . f 1'. . h' f 
anage compet1t1on 1s a system o 1m1ts w1t 1n a system o 

choice. Yet people ~re not very enthu_siastic about a syst~m where 
they enroll to gain access to an approved set of doctors.· In the 
Minnesota survey, just 28 percent express willingness to enter such 
a system. The Kaiser study found broader support .( 64 percent) for 
such a program -- co~ering more insurance costs for those agreeing 
to join lower-cost managed care plans that limit the choice of 
doctors. But support! was nearly 20 points below a program centered 

I . 
around an employer mandate. · . 

M · I h 1· · · . d en are more o~en t an women to . 1m1ts, as are younger an 
better-educated segmEknts of the population. Those most 'reluctant 
before these changes\ include older people, those in traditional 
famil.ies, downscale ~omen and "middle brows" (those with some post
high school educatio~) • Seniors are strongly opposed to limits on 
the freedom to choose a doctor. . 

It is possible Jo describe a managed competition system that 
wi~s ~ublic s~pport -r if you combine the basic managed co~petition 
pr1nc1ples w1th other th1ngs that people value. The 1nsurance 
industry survey show~ 65 percent support for such a program. But 
add-oris are the key (listed in rank-order below) : 

crack down on health care fraud 

never denied insurance if change 
or lose a ]ob 

preventive care 

insurance from health care co-op, 
if not insJred by employer 

. I 
No denial for pre-existing 

appealing 

89 

86 

84 

80 

extremely 
appealing 

49 

40 

34 

33 
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condition 78 38 

eliminate .red tape 74 29 

- 11 b · I · sma us1nesses g1ven same 
bargaining power as big companies 73 28 

. I . . - . . 
In general people tend to stipport limit~ that do not save a 

great deal of money a~d hesitate before limits that really change 
health care practicesl For example, they are strong:Ly supportive 
of malpractice reform j(76 percent.) and governmer1t price setting (87 
percent) (NBC); they may be willing to require that people see a 
general practitioner !first. (49 percent, with 34 percent opposed) 
(Medica) . _Thex:e . is s:ome willingne~_s to consider l.imi.ts on. tests 
and the ava1lab1l1ty o·f advanced equ1pment: the publ1c 1s bas1cally 
split on these questibns. - · . -

. I 
Support drops off, however, when we get to limiting choice of 

doctors (28 percent .Jrilling ·and 55 percent unwilling) (Medica); 
limits on high cost sJrgery for those who cannot benefit (27 to 57 
percent, with 42 perd:mt strongly opposed); setting priorities on 
procedures, as . in od:gon ( 16 to 64 percent) ; and delaying the 
development of new d~gs and technology (17 to 69 percent, with 48 
percent strongly opposed) . 

Attacking the Clinton·Health Care Plari 
- r . 
The Atta-ck 
The plc!m raises taxes again on· the middle class and· 

I employers -- on top of the taxes already proposed 
in Cli~ton's economic plan. It hits small business 
partichlarly hard which is why the Chamber of 
Commerbe is so concerned. The mandated insurance 

I ' payments for even the smallest bus1nesses means 
that mkny will be forced out of business, costing 
jobs. jThe AmericanMeQ.ical Association and private 
doctors are concerned about new government regula
tions ~hat will severely limit people's choice of 
doctors, forcing many people into HMOs and clinics. 

I ' In fact, government regulat1on and budget controls 
will mban limits on necessary procedures and wait
ing lilnes at hospitals. This is radical change 
that Akericans cannot afford. 

I The electorate, as we have seen earlier, is fairly protective 
I of the health care plan. Even the strongest composite attack 

I 
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raises serious doubts for just half of the people (including only 
18 percent who expre~s very serious doubts). The broadside above, 
with the full autho~ity of the Chamber of Commerce and the ·AMA, 
followed by a series of unanswered specific criticisms (on 

·abortion, taxes, wa~ting lines, bankrupt small businesses, free 
care for foreigners) :only drops· support for the Clinton health care 
plan to 58 percent,. ¥ith 32 percent opposed. There is an impres
sive, durable majorify for reform. 

People like Bill Clinton for trying to change the health care 
system, despite the I critiques. At the end of the survey, Bill 

· Clinton is more popular than at the outset (59 to 61 degrees) . 
There is little change in his overall image (in fighting for the 
middle class ahd in'trusting him to do the right thing). 

· ·· The specific a.Jtacks in rank-order importance are set out 
below: I · . · · ..... 

• Illegals: This plan will cover illegals and for-· 
eigners who will, come here to get health care, 
subsi<!iized by working- Americans (24 points net 
negative, serious doubts minus few doubts; 40 
points net negative among Perot voters). This may 
sound\ like a crazy critique, but the subject was 
volunteered in 3 or 4 focus groups which is why we 
added\the question here. People spoke of foreign~ 
ers ccpming across the.border to have babies, "free 
of charge"; "please don't make us pay fo:t health 
care tor illegal peopl~." 

• 

-· 
• 

• 

Taxesl This plan will impose a massive 12 percent 
federal sales tax on the middle class -- on top of 
those I already imposed by Clinton's economic plan 
(24 pmints, net negative}. · I . - . 
Rationing: The plan provides for big government 
contr~ls that will mean rati6ning, long waits for 
medidtl care and a decline iri the quality of health 
servi~es (23 points, net negative). 

J:"obs: I This plan· will bankrupt many small business-· 
es and impose many new taxes which will hurt the 
econorhy and cost jobs (19 points). · 

Choici: This plan will force people into approved 
health plans and HMOs and will limit the right of 
patiertts to chOose their own doctor (16 points) . 
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The people that pull back from the plan single out tax 
increases as the big~est problem. They ate largely non-college 
women (4'5 percent of the shifters) or younger non-college (41 
percent). Those who)pull back are much more concerned than other 
voters that Bill Clinton may not be fighting for. the middle class: 

· 38 percent say he is /for the middle class; compared to 54 percent 
.of all voters. This ,is a rhetorical issue, to some extent, but it. 
is also one where Cl~nton must show empathy on costs and values. 

Missing Components: Reassurance. 

There are a rang!e of things that can be incorporated into the 
plan o:t the presentation that would address many of the concerns 
expressed in this report. Almost all of the suggestions aqdress 
the fear that changelwill itself get out of control and endanger 
things that matter. Right now, participants like the plan and like 
Bill Clinton for proposing it, but there is a g:to~ing perception 
that he is a big spender: up 7 points during the course of the 
survey (SEIU). Our) campaign must seek to assure, even as it 
promotes bold change. 

I. . 
Sky-rocketing costs. We dare not lose sight of health care 
costs ~- even as/ we build our central rationale around health 
security. More people are concerned with costs, particularly 
those nervous ab'out taxes. Showing that we will attack costs 
aggressively is jcritical to preserving broad support for the 
program. The public strongly favors price controls. People 

. I . . . . 
are overwhelmingly supportive of attempts to recapture the 25 
cents of every dollar wasted on administrative waste; there is· 
real emotion in ktttacking fraud, red tape and bureaucracy (74 
percent say that is a convincing argument to support reform, 
SEIU) . I . . ·.. . . . 

The power of the "waste" argument is somewhat mitigated 
by people's skepticism about government reducing bureau
cracy. Th~y think the proposal has "government written 
all .over it"; "you got on:e bureaucracy eliminated, but 
its creatipg another one, you're eliminating one but 
creating 50"; "just another bureaucracy created." 

I . . 
Quality. The Task Force will have to offer the obvious 
reassurances abdut preserving health care quality. But there 

_is a special nebd to reassure· people on the quality of the 
comprehensive pAckage. Comparisons to Xerox, Blue Cross and 
other packages Jre very comforting and enable the Task Force 
to make the cas~ that this is a middle class package -- not a 
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basic plan for the "masses." We cannot allow peo.rle to give 
into their fearsl and downgrade the program. 

·Responsibility. The public overwhelmingly believes ( 88 
percent)- that ei"erybody should pay some portion· of their 
health care. I~ is extremely important · that people see a 
president demanding responsibility of everyone. It is a sense . · 
of shared respon~ibility that allows people to entertain new 
limits on use of !medical services and new taxes. Responsibil
ity is importa:dt to the middle class character of this 
proposal. 

Small business. The concerns about small business are·real 
and constitute a potential Achilles heel for the .overall 
proposal. A sen~e of rising burden and job losses. could very 
quickly heighten]people's aversion to risk. We should remind 
ourselves. that ~wice as many voters are worried about the 

. economy as health care. Yet t:here is already some c;:oncern 
. . I • 

that health ·care reform w1ll hurt rather than help small. 
business an? the] economy .. ov;:r half belie":e our health care 
proposals w1ll h~rt small bus1ness (up 6 po1nts at the end of 
the SEIU survey) and a third believe they will hurt the 
economy (up 6 p:oints) . We must highlight proposals that 
advantage small business, as we are working against conven
tional assumptiohs about the consequences of reform. 

Freedom of choibe. . A private doctor of choice is very 
important to people: in some studies, two- thirds say preserv- · 
ing choice is more important than controlling costs (Navalis). 

I . . . 

Over three-quarters say they have a personal doctor, and they 
are reluctant to See that relationship compromised: Some just 
say flatly, "I'rrilnot giving ~p my doctor"; "I like my doctor, 
I wouldn't go to anybody else." And people are not fools: 42 
percent believe 1HMOs give people less· choice, while just 5 
percent think merle (Insurance Industry poll). We must be able 
to say, believab1ly, that our health care reforms will pre
serve, even expdnd choice. But those on Medicare.or with 
fully-funded company policies will be very skeptical. 

I Lawyers and malpractice. Lawyers are a principal villain of 
the piece -- pebpl,e who act irresponsibly, encourage greed· 
and drive up costs in the system. Attacking malpractice is· 
enormously popul~r, but it also sends the right signals that 
the president will demand responsibility of everybody. 

Pockets of downsbale privilege. There are special· problems 
with seniors -- 42 percent end up opposed to the plan, no 
doubt reflecting their concern with limits, taxes, change and 

CLINTON LIBRARY PHOTOCOPY 



Positioning th~ Healbh Care Initiative 

I 
23 

other matters. · Union members are extremely cautious about 
change:· just 31 percent say ·the greater danger is not changing 
the status quo, jwith the remainder more fearful of government 
reform (33 percent) or unsure. In health care reform, it is 
the non-union wdrker who is focused on change: they think the 
status quo is t~e greater risk by almost 2-to-1. 

The Task Force must· consider some hl.ghly targeted· 
components that re-assure these target groups -- perhaps 
coverage for prescription drugs for seniors; perhaps an 
active campaign by the unions themselves to address the 
concerns of workers. 

Limits of macro I arguments. The public has little interest in 
broad arguments about GNP, deficits, and total health care. 
costs. This i~ a personal is·sue and must be addressed at a 
personal level,/· drawing on powerful ·emotion concepts, like 
health security.. If anything, people believe that health care 
reform will incFease spending and perhaps weaken the economy. 
By better than 2-.to-1, people believe health care reform will· 
worsen the deficit (SEIU) . Obviously, the president will seek 
to educate the /public, but the macro arguments cannot become 
the primary reasons for change. 

Abortion. Theke is little to be won .here. The public is 
split evenly oh whether abortion should be included in the 
comprehensive ~1ackage (44 .to 44 percent), though the opponents 
are much more iptense in their opposition (25 percent strongly 
opposed) . Thq>se ·who pull back from the plan are 2- to-1 
opposed to including abortion in the package. Indeed, there 
was some tend~ncy in the focus groups, particularly among 
downscale wome~, to think that health care reform would end up 
funding 11 abortion as a form of birth control. 11 
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cc: President Bill Clinton (1) 
Vice-President Ai Gore (2) 
Hillary Rodham ctinton (3) 
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Mack McLarty ( 5) I 
George Stephanopoulos (6) 
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