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U.S. DEPARTMENT OF LABOR

Pension and Welfare Benefits Administration
Office of the Assistant Secretary

October 9, 1992

MEMORANDUM TO HANS KUTTNER
GREGORY HUBBARD
STEVE BAN

FROM: ANN L. coM W

Attached is summary of Rep. Bill
Ford's (D-MI) health care proposal.
His staffer has been talking to the
Clinton campaign. It may give us a
better handle on some of Clinton's
rhetoric. I have bill language if
you are interested.

Attachment



UNIVERSAL MEDICAL CARE (UNIMED) ACT OF 1992

CONGRESSMAN WILLIAM D. FORD (MICHIGAN)
CHAIRMAN, COMMITTEE ON EDUCATION AND LABOR
~ U.S. HOUSE OF REPRESENTATIVES

Overview/Summary

A single unified system providing universal access to health
insurance for all Americans through 3 component partg ~- an
enployer mandate (Mediworkers) ,. coverage for children (Medixids),
and an element to cover adults not connected to the workforce
(MediWrap) .

MediWorkers

An employer mandate covering full-time adult employees (and
spouses who do not work full-time). Fmployees pay no morxe than
20% of premium,

Basic benefits (including preventive services), with a $350
individual deductible, 20 petrcent coinsurance, and $2,500
stop-loss, but with first-dollar coverage for pregnancy-related.
and preventive services.

Process for prenium]benefit'equalizacion that assures
employer premiums are related to payroll and health plan receipts
are related to risk.

Additional insurance reform (including guaranteed
availability, acceptance of actuarially based premiun rate, no
preaxisting condition exclusion) to ensure availability to all.

MediKids

Provides health benefits to all children under 22 years of
age, regardlese of familial, employment, educational, or economic
status.

Same benefite as in MediWorker, plus early, periodic,
screening, and diagnostic services and increased mental health
benefits. No daductible for kids under age 18, $150 annual
deductible thereafter. No copayment for kids under 3 or for
pregnancy-related or preventiva services. Minimal copayment
schedule for ages 3-11, 20 percent copayment ages 12-21, and
$1,500 stop-loss per child.

MediWrap
Provides health benefits to all individuals 22 years of age
or older who are not covered under MediWorker or Medicare. There

would be a national-rated premium.

Notwithstanding the national-rated premium, no individual’s




liability could exceed tha premium percentage established under
the MediWorker component of UniMed timec the individual’s gross
income. Part-time and seasonal workers would receive a credit
toward this income-related cap for paymente credited through
employment.

Same benefits as in MediWorker.

Cost Containment

Under MediWorkers, (1) maximum charge limits, (2) encouraged
use of managed and coordinated care (through network plans,
utilization review, use of practice guidelines and outcomes
research), (3) local quality review boards, (4) use of uniform
claims forms and electronic billing, uniform health plan caxds,
etc., (S5) limitation on capital expenditures, and (6) initiatives
towvard medical malpractice rerorm. 3

Under MediKids and MediWrap, (1) mandatory assignment and
use of specific payment rates, (2) managed and coordinated care
initiatives, (3) use of uniform clainms forms and electronic
billing, etc., and (4) demonstrations on medical malpractice

reform.

Low-Income Assistance

Premiums - Employee/employer premiums related to wages
(viz., lower for low-income workers). Premiums for non-worker
coverage capped at a percentage of gross incone.

Deductible and Coinsurance - Reduction/rebate of deductibles and
coinsurance for individuals with income below poverty level, with
phase-out in assistance through 200 percent of poverty level.

Financing

MediWorker — Financed entirely through payroll-related
premiums, with employeaes paying no more than 20% of the premiun.

MediKids - Financed through MediWorker payroll premiun,
premium on child enmployees, State medicaid maintenance of effort
payment (with additional Federal matching revenues), and other
revenue sources,

MediWrap — National-rated premium (subject to income cap),
(non-worker self-employment taxee), and Medicaid maintenance of
effort paynments.

Low Income Assistance — (1) Income tax on groee income (other
than wages, self-enployment, and cther income subjact to premiunm
or taxes under the three programs) at flat rate (of 1/5 of
premium percentage), and (2) other Federal gaeneral revanues.



F\FHBC\UNIMED.SUM

'VSIUT JO A 2111 mau
Ul Y)doj 398 aq [|mm PR IUN) Jo juauoduioy JaxdomIpa

09 1 99 woy AypquByla [eryyuy jo 988 uy uopEpay

'94BIPI J0 Juauodwod
AORIOMIPIWN Jopun palanod jou aiu oym dap[o Jo afe

Jo savak gz s[uapiatpuy |jv 03 myeuaq yy[uay sopravig

'8N}8}8 I[WOU0II 10
‘[suoeonpa ‘quamsojdwa ‘[eipwey jo weajpiesal ‘ofe jo
81824 gz Japun ualpiyo |8 0 81yauaq Yj[eay sapraos]

Y8U [sLIBN)
o8 0} P8R4 248 wydiasal ueld yjeay dnoas pus {|10ah6ed
0} pP2j8[ad uv swnpwaid vafojdwa pus Jadojdwd ey
vainses juyy uopezijenbs yeusquunywald 1o 8830014
"‘wnpmaud jo 90z usyy aiow ou fed 83akojdwa quyy
3daoxa ‘|loaked jo (JgN W) 28ejus210d wanywaid wuoneu
SIOYIOMIPIN,, Poquosaad u qu saakojdwa Lq (Butpjoyyim
Ydnoayy) pue wiafodwo &q pied swnywaud 4q popuny
"83[ALS8 2a1UIAVI pup pajuje-Kousu
-83.d a0j a8u10400 sufop-jaay Yy nq ‘sso|-doys 00g'z$
Pus ‘aoueinsujod quadiad (g ‘a[qronpap [enpuaipuy 042$
8 YIm ‘(8301108 aapjuaaald Bupnpuy) syeuaq dsug
(WY Yiom jou op oym sasnods pus) oo
-Aojdwd jnpe swy-[ny Supaacs upusw Jofojdure uy

'S661 ‘I £1enuep :aa10a)yy
*92I0p{IoM dY) Uf Jou aue oym Synpe 03 ]yauaq aweq

| 8PuU3¥a quauodwos despipajy 8y, ‘s4axiomuou pus 813

“}d0M JO UaIpIRYd 3y} 03 papuAIXD a1 (UAIP[IYS 0} duyno
-2d spaau [Bojpows oY) Junoe ojuy ¥} 03 WUl BIYIpow
Yim) syausq oweq swes oY) jey) samsus jusuodwod
SPIAIPPIN 9y, '8asnods 1oy) pue wsafojdwa oy $jyauaq
doue.nsuy a1seq apaold 0y agepusw Jakojdwo us sagodury
juauodwod JaoMIPI oy, ‘weaBoad Pai8UpI00d ‘pay
-Jun 8 Japun ‘suazp ([ 0} 3|qe[jeAs 8] 218D [8a1paw 3qe
“Paoye ‘ssq jeyy aumsud 03 (ygH) uonensjUIwpY 81y
-oudy Yi[eaH juopuadepuy ue £q pasajsjupnpe weadorq

“WPPINIIN,, 30 ZEEL JO PV 818D [8opajy [estaajup

soduuvy) exedIpop

juouodwoy duagipapy

yuouodwoy) spryjrpoly

aﬂOC&EQO hO‘hoam—vOE

weadorq peprun
o—o; u&OSm

890N

£ofj0 jo Lxewwng

wuadorg ey,

¢661 JO LOV (QIW™NN) TUVD TVIIATAN TVSHIAAINN

.CaEEﬁ@BvE?».O Moyg

ruary 24, 1992



2661 ‘¥Z Areruge

MEDIWORKERS COMPONENT OF UNIMED [TITLE I}

Issue/Topic

Policy

Notes

A. EMPLOYER MANDATE

Enrollment Requirement :

All employers are required to enroll full-time employees
(and spouses who are not full-time employees) who are
not children under a qualified group health plan. U.S.
companies employing U.S. nationals abroad would have
to meet this requirement.

These plans can be insured or self-insured. Self-em-
ployed individuals (with or without employees) would be
covered under MediWrap component of UniMed.

MediWorker Component of UniMed will be set forth in

new title V of ERISA.

B. GROUP HEALTH PLAN REQUIREMENTS

Summary of Requirements for All Group Health

Plans

To be qualified, a group health plan must meet speci-
fied requirements, including—

(1) providing required core benefits [see C1. below|;

(2) limiting deductibles, coinsurance, and total cost-
sharing [see C.2-4. below];

(3) providing consumer protection (including maximum
employee premiums, no preexisting condition limits,
“portability” of benefits, and solvency protection); and

(4) providing for equalization of premiums and capita-
tion rates for core benefits.

C. REQUIRED “CORE"” BENEFITS
Cl. “Core” Bervices:

C1. (a) Inpatient hospital services

C1. (b) Physicians’ services

C1. (c) Mental health services

Employers can supplement core benefits.

Unlimited; except limited to 45 days of inpatient men-
tal health services in any year.

Unlimited inpatient and outpatient physicians’ services
and community health clinic services (except for limit on
mental health services, see below).

Limited to 46 days of inpatient care per year and 20
outpatient visits per year. Would treat as qualified pro-
viders (for outpatient services) psychologists and clinical
social workers.

‘O'TH
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MEDIWORKERS COMPONENT OF UNIMED [TITLE I}—Continued

Issue/Topic

Policy

Notes

D1. Establishment of Reference Payment Rates

D2. Maximum Charge Limits

D3. Controls on Capital Expenditures for Hospi-
tals

In connection with the periodic establishment of the
MediWorkers national premium percentage (MNPP) [see
G2 below] and using medicare payment methodology or
similar prospectively determined payment methodology,
HBA will set reference payment rates.

HBA may, upon application by a State, permit substitu-
tion of State-based rates, if (1) the rates will apply to all
payors (including the MediKids and MediWrap compo-
nents), (2) the rates will not resull in total expenditures
greater than those otherwise permitted under all the
programs, and (3) will not result in a significant shifling
of costs among the different components.

Institutional services.—For institulional services (viz.,
other than professional services), the reference payment
rates are the maximum charges that can be imposed by
providers for covered services - for individuals under
qualified group health plans. y

Professional services.—For physician and other profes-
sional services, the maximum charges are the same pro-
portion above the reference payment rates as the limit-
ing charge permitted under the medicare: RB-RVS pay-
ment system, :

Enforcement.—Violation of the charge limits would sub-
Jject providers to civil money penalties and exclusion
under MediKids and MediWrap components of UniMed.

—Hospitals required to report annually to HBA on ex-
penditures for capital. HBA will require justification for
rates of increase in capital costs identified as excessive.
The HBA will reduce, prospectively, the maximum
charge limits for hospital services to the extent the iden-
tified excessive rate of increase in capital expenditures
has not been justified.

Maximum

model.

charge

limits

consistenl with

medicare

TH
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MEDIWORKERS COMPONENT OF UNIMED [TITLE I]—Continued

2661 ‘vZ Aierugey

Issue/Topic

Policy

Notes

G2. (a) In general

G2. (b) Computation of Me
Percentage (MNPP)

diWorkers National Premium

Employers (other than those that are meeting mandate
through self-insurance), pay a premium for basic benefits
equal to a percentage (periodically adjusted by HBA) of
payroll to the qualified plan. This Percentage is referred
to as the MediWorkers National Premium Percentage or
“MNPP”,

Plans of self-insured employers are treated the same ag
insured plans for Purpoees of “equalization” of payable
premiums Lo benefits to be provided.

Payroll subject to MNPP would be capped for each
worker at twice the maximum wages subjecl to the So-
cial Securily tax.

-Establishment of initial MNPP. The MediWorkers Na-
tional Premium Percentage (MNPP) of payroll for 1st
year only (viz., 1995) will be aspecified in the statute,
Subsequent MNPP.—HBA will adjust the MNPP each
year Lo reflect changes in health care costs relative to
payroll. HBA must set the MNPP high enough to cover
all expenses. HBA will take into account efficiencies re-
sulting from medical care innovations as well as new
technologies.

T
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MEDIWORKERS OOZH.UOZHZA, OF UNIMED ([TITLE I}—Continued

Issue/Topic

Policy

Notes

G4. (c) Computation of Relative Weight for Each Actuar-
ial Class

G4. (d) Computation of National Average Expenditures
(Base Rate) ;s

G4. (e) Computation of Capitation Amount

G5, Transitional Premium Subsidy for Small Busi-

ness

Using sample data supplied by FHBEC in its work, the
HBA computes “weighting factors” that reflect the rela-
tive costs of each actuarial class compared to the average
for all the classes.

HBA would obtain information, on covered individuals
by social security number only, on plan enrollment, age,
sex, and other relevant actuarial characteristics necee-
sary to assign accurate weighting factors for each indi-
vidual. Privacy Act protections would apply to restrict
use and disclosure of the information. There would be a
one-time collection of information, with periodic adjust-
ment. The information would only be used for purposes
of capitlation payment computations.

The FHBEC would compute each year, based on the
MediWorkers national payroll percentage (MNPP), a na-
tional average per capita amount of.expenditures (“base
rate”) for basic health care services under all qualified
group health plans (including self-insured plans). This
base rate would be based on formula: (A) total projected
payroll for MediWorkers covered individuals subject to
MediWorkers premiums, times (B) MNPP, divided by (C)
average number of covered individuals under
MediWorkers component of UniMed.

For each individual in an actuarial class, the “capita-
tion amount” would be the product of the national aver-
age expenditures and the weighting factor for the class.

Businesses with 26 or fewer employees would be eligi-
ble for a subsidy to reduce the employer share of
MediWorker premiums,

The subsidy would begin at 50% of the employer share
in 1995, and be phased down to be 37.6%, 26%, & 12.6%
in 1996, 1997, & 1998.

H. ENFORCEMENT AND RELATED ADMINISTRA-
TIVE ISSUES

O TH
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MEDIKIDS COMPONENT OF UNIMED [TITLE II]

Issue/Topic

Policy

Notes

A. ELIGIBILITY/ENTITLEMENT

Extension of MediWorkers component, providing cover-
age to all children residing in the U.S. who are under 22
years of age, regardless of employment or education sta-
tus,

Enrollment at birth or time of immigration; enrollment
not prerequisite to receive services or benefits.

B. REQUIRED BENEFITS

Bl. Bervices

B1. (a) Basic Services

Employer's group health plan can supplement benefits;
but benefits under MediKids component are primary.

Excepl as specified, would include the MediWorkers
“core” service package, including—

—inpatient hospital services (subject to 45 day annual
limit for inpatlient mental health services), except that
preadmission authorization would be required for inpa-
tient mental health services and no admission would be
approved if could adequalely treat as an outpatient;

—physicians services and community health clinic serv-
ices; i

—mental health services (but with outpatient limit of
40 visils per year, rather than 20 under MediWorkers
component of UniMed);

—alcohol and drug abuse treatment services;

—pregnancy-related services;

—Ilaboratory and diagnostic tests; &

—case management services.

ot

DM TH

WNS AININO\OEHA\ 4



L

.F:\HIBC\UNIMED.SLM

¥

‘(3awdppaw ayyy) 1Ppow-Jofed aj8uig

SIDIAYAS Yoq SINHWXVA D

‘%98q a8sm ygg Uy Sas8saLUy Lq Paxapuy ‘py aod 009'1$

J3p[o pus g UIP[IYs J0j aouw
~Imsul0s Juessad gz pue (1 quagedine sad 98 “o'p) 11
*€ Uadppiyo aoj 3[npayos juawLedos ‘sa0ja108 day30 Joy

83014198 dafuaaud 1o 830[A4a8
P38[a-fousulaid 40J 4o g Japun Ualpya 1oy auop

?_E«o-_vov Sdajopm ipoy Yim se) 288q afem VSS ¢
Paxapuy ‘'091$ Jo 2[qHonpop v aq PInoM aaayy ‘gy a8s w
*&|dde pjnom suou ‘81 ade dopup)

‘PPITUN Jo jusuodwmon SPRAIPAW ay3 Japun 83014138 3182
Wway-Buo| 10j a8e12a0s .wEE»ok_ JO 8s3uajeudosdds ay)
w:_fwu:ou (88318u0y) 03 q10day PUS) auwexa pnom V4H

“Adesayy [82184yd pue ‘[vuonednose ‘Yosade—
Pue ‘(juauodwoy [BUonBINpa ayy usyj Jayjo)

sannIqesyp Bujuiea) pus [®juamdoraaap jo jusmyBal)—
(uepplid ¢ 4q paquosad

8182 jo usd jo Jued JY) Supmoqroy 343 apnpouy osje PMmopg
‘fuswd|ddng [BUOnInU ay8udoadde A[[earpaw pus
uimsuy Buipnjouy ‘s8nup uondieard apnjouy os[e PInop

Supgay Pus Butusaiog Bupnpouy ‘80108 Bupway—
PU® 8301108 [B3U3p 3ay201105 pus [ejuap
9Aludasud pue Buusaloy Buipnpouy ‘89014108 |5jusp—
‘83aua) 10 sasse[Balo
94139100 pus Buiusarcg Bupnjouy ‘89014100 uoisia—
*UORBINP2 Yy[eay pus ‘s1eay Li0yes0qe)
.n:ozcn_csﬁn: fuudoadde a8s ‘suoyeupmexs [®opedyd
dApusyaidwoy Suipupouy .no.o_r-on 8ujusalog dponad—
(®IeIpag jo Lwapeoy Usapawy a3 Yy uoy
"RIMSUC up ygY £q paysyiquree 2AnpaY2e Lyp1popad s oy
123[qns) saopatae [BUoRIppe Burmoroy 243 apnouy pinogy

Bupeygso) uo oy vy

Souv.msuyoy) gy

°lqRonpe( zg

S91ALag 8Py Ipoy [BUo= oy (@) *1g

1992

rary 24



2661 ‘vZ Areruqe

MEDIKIDS COMPONENT OF UNIMED [TITLE II}—Continued

Issue/Topic

Policy

Notes

Cl. Payment Rates

C2. Payment Method

HBA to establish payment rates based on reference
payment rates established under MediWorkers compo-
nent of UniMed, with appropriate modifications to reflect
children-only coverage under the MediKids component.
For services not covered, will establish appropriate
schedule based on concepts used in establishing
MediWorkers reference payment rates.

Assignment is mandatory.

D. MISCELLANEOUS

D1. Funding

D2. Use of Intermediaries

D8. Treatment of HMO's and Capitation
&

D4. Relation to Medicare & Medicaid Programs

Financing for MediWorkers children through
MediWorkers premiums. (See Bl under Financing [Title
V1)) and for MediWrap children through addition to
MediWrap premiums (see C1 under Financing [Title
vi)). _

As in Bc&quo. except HBA would do the contracting
for fiscal administration. Would permit States to admin-
ister.

HBA would be authorized to contract with HMO's
under a capitation contract in manner eimilar to author-
ity of HHS to contract on a risk basis with HMO'’s under
the medicare program.

Primary payor to medicare and medicaid programs.

States would be required to maintain effort in terms of
eligibility and benefits for children (above those provided
under MediKids component of UniMed). This would not
duplicate low-income assistance.

4t

O'TH

WNS AIWINO\OFHAI\



FAFHBC\UNIMED.SUM

HLC.

13

s ‘#jYyausq aeay)
juaswajddns pnod presspajy ‘presrpaw 0y soked Lisurug
‘wei8oid
2duoipaw Japun S OWH I 1982300 03 SHH Jo Kjuoyy
08 0} 3[qeaedwod Jeuusw uy 3084ju0d paseq-ysu Japun
“ONH Wi Pejuod 0} pazpoyjne oq plnom ygy

Bl
“UIIpE 0 89e3g quuiad pinop) ‘uoesjsURmpE [eoey Joj
Buppeiued ayy op pnom VHH 1d20x2 ‘auedipawr uy sy

‘pred xey quawfod
“Wa-j[8 uonezijenba ale) yjjeay ayy jo Hed Lue s [IELY
8¢ ‘pled xey [oifed |suoseagpwy-yied papun ayy jo
sjunowse safoidwa pus 1afo[dws 3Y) Y104 10§ }patd aa1a0
~31 p[nom saakojdwa [suvseas pus dwy-pey *ded pajejos
dWodu} us 0} Pafqns wnjwaid pajes-Ajunwwos Jsuoyn
“8U paujueap £[|sUenjos Lyjuow ® aq p[mom aiayj,

weiBolq pYeIPORy 0} UOREIY k(

S.ONH Jo yuomyuou] ‘g

soLIvfpowIR U] Jo o8] ‘Z(

swnpwery I

SOO0ANVITHOSIN 'd

*£10qspusw 8} Juamiulsey

"Jusuodwod deapipajy 9y} Japun palaaod uoje[n
-dod 2331 07 suoyBayIpow 9jepdoadde Yy ‘paprun jo
juauodwos 193 I0oM 1Py Jopum paysiqe}sa sajed Juanled
NVUIJAL U0 paveq sIjel juswifed ysrqeiss oy V4H

‘(24voppaw a3 [opows Jofed a(8uig

POy yuowdeq ‘7D

8939y yuowhey ‘1)

SHOIAYIS HOd SINTWAVA "D

'819){10M [BUOSBIG
Pu® awp-y1ed 10j syysuaq judwaiddns ues ssafojdwyy

(1usuodwios suay0p 1pajy Jopun sadiate Jj8eq ¥ aweg)

.

(39 ‘soueinsuy0d ‘sajqanpap Sutpnour) SLIJANAY ‘g

‘(98nods 10 sakojdua
WYy © 88) us|d yy[say s0kojdwia payjjenb e Japum Jo
(P|qesip #8) auwdppawn Jopun 08812400 YSFq¥}sd jouued
oym 69 ySnoayy gz pess smuspsea jususuuad 1e83] v

INTWATLLINH/ALITIFION Y V

LS TIN

&oy0g

opdoy enss|

[IIT §"LLLL] QIWINA 40 INANOJIWOD dVIMITIN

bruary 24, 1992



2661 ‘¥Z Areruqe

COST CONTAINMENT AND QUALITY CONTROL [TITLE IV]

Issue/Topic

Policy

Notes

A. COST CONTROL MECHANISMS

Al. Prices & Capital Expenditures

A2. Encouraging “Managed” or “Coordinated” Care

Costs to employers are controlled through premiums
based on the MNPP of UniMed wages and capitation
payments to qualified group health plans. . -

Payment levels to providers are restricted through use
of maximum charge levels under the MediWorker compo-
nent and through mandatory assignment under the
MediKids and MediWrap components.

Control over capital expenditures through reduction in
maximum charges to reflect excessive increases in cap-
ital expenditlures by hospitals.

Encouraging the use of “managed” or “coordinated” care
through MediWorker payments to plans based on capita-
tion, preemption of State anti-manged care laws, pay-
ments to network plans under MediKids and MediWrap
components, and increasing Federal funding for out-
comes research. . g

B. QUALITY CONTROL MECHANISMS
B1l. National Standards

B2. Local Quality Review Advisory Bodies

To counter-balance the significant incentives that capi-
tation provides for cutting costs, HBA would establish
national quality standards, including standards to moni-
tor the use of preauthorization review and other utiliza-
tion review and network controls, and financial solvency
standards.

HBA would provide for establishment of local quality
review monitoring advisory bodies, wilth representation
of employers, labor organizations, and individuals, to ob-
tain locality-specific, non-individually-specific informa-
tion on utilization and quality of services under different
plans in a community or service area, and to provide
feedback to plan sponsors, the HBA, employers, and
labor organizations.

C.IMPROVEMENTS IN ADMINISTRATIVE EFFI- |

CIENCY
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LOW-INCOME ASSISTANCE [TITLE V]

Issue/Topic

Policy

Notes

DEDUCTIBLES AND COINSURANCE ASSISTANCE

Throughout the UniMed Program (comprising
MediWorkers, MediKids, and MediWrap components),
assistance for deductibles and coinsurance for required
services would be based on adjusted gross income (in-
cluding joint income for couple). There would be no
deductibles and coinsurance for those with income below
100 percent of poverty line; the deductibles and coinsur-
ance would be phased out until there is no low-income
assistance for individuals with income above 200 percent
of the poverly level.

91

WNS AEWINO\OFHI\-d

"O'TH



"\FHBC\UNIMED.SUM

HL.C.

17

"wei8old JaxioM [PIY 93 YSnoay; U3Jp[Iy2 Ifpyy3 Joj
swnpwaid Led suaied ayy eemessq wieyiom awy-[|ny ale
#juazed ssoym ualp[Iyd 03 L|dds jou pom uawad ey,

‘8324ojdwa pue Jakojdwa ayy usamyaq 0Z/08 Paaeys aq |
“ledpjswiojne ppnom juauodwod spryIpay ay3 40§ Suipury
Jo juawsla [suopippe siy) ‘quauodwod BIINIOMIPIW
) Jopun pandwod o8 JINW oY1 SBuihjdde uf
"aA0Q8 (8)'[¢] 9pun payndwod
SPOIPO Buipury Jo JUBWO[R BIANIOMIPI Y} oulBs
0} paimbal aq 07 paujuuajep a8wjuaosad u PPY pInom
VHH 243 ‘ddNI 24} Jo [249] 9j8udosddu ayy Bupyjes uj

"JUaU0dwod IO IPAJ Jopun
PalaA0d )|npe Jo UAIp[Yo 40j juauodwod spIYIPA aY)
Japun 18af ayy Joj 1900 [810) By} MBWSd PNOM YV H

Juau
-0dwod spry 1P Y3 Bugpury 03 pagdalrp aq 0y uopdod B
opnpup pMmom juaucdwod SIINIOMIPI 9Yj Japun sus|d
Yieay dnoid o) pyed JINW oYy ‘uaippyd Sdajiom oy
P2IU[) Japun papiacid aq 03 8819409 Jo uoyuB0das uj

wnrwesy deay POy JO JUSWOLH SPIYIPOW '2d

Juouodwo)) spryipapy Juj Butpuny jo
Juowoly 88 Juauediuo)) BIINIOMIPIW JIpUn dBBYUGILY |

WINHWOL| [VUOHBN SIONIOMIPIW JO Juoswdhe ] (Q Iy

wniwald ysnoryy, pa
-199]10D 3q 03 Junowy e8au8By jo uonBuILINA( (¥) 'Ig

(dANIW) °3wjueoirog wmywery
[PUOHEN SIONIOM PO 9Y) JO U SPIHIPOW ‘Ig

"9NUIADI [819pay J2Y10 WO B0 PIoM ‘SSUISN] [[ews
Joj Apeqns waywaid [suopsusly ayy jo Buppuny ayy,

(VEH 4q paypads gaNW 243 Jo
% ueyj} J2}8a.8 aq jou Lew afwjuastad Inq) sadem jo a8e

juaalad e uo paseq 2akojdws ayj) ef1eyo Lew Jakojduy
(0009214 "xo1dds) saxwy L3undag [epoog 0 Jafqns
[949] o8smM WMWXEW By} 80IM} PIFXD JOUUEI PAFUN0D
safem oy} ‘lasmol 'ygH £q payndwos foifed (8107 jo
(dANW) °8wusdiag wnpmalg [sUOREN SIIFI0MIPI oY)
uo paseq usid yjjeay 03 wmpwald [830) @ 8led Jekojdmy

wuywead pesug-joafe jo es)
'JIWINN 40 INANOJWOD SYTHHOMIATW V

sojoN

£opog

oydoJenssy

[IA T.LIL] DNIONVNIA

fuary 24, 1992



2661 ‘¥z Lieruqey

FINANCING [TITLE VI}—Continued

Issue/Topic

Policy

Notes

B2. (8) Amount of Flat Monthly Premium Element

B2. (b) Payment of Premium Element

B3, State Medicaid “Maintenance of Effort” Pay-
ment

B4. Treatment of Workers under Age 22

BS. Additional Federal Funds

As part of the MediWrap premium for individuals who
are not covered through the MediWorker component and
who have a child covered under MediKids, there would
be a MediKids premium element equal to a nationally
specified community-rated actuarial premium to be es-
tablished by HBA for each child under the MediKids
component of UniMed. There would be no variation by
age, sex, marital status, etc. The premium component
would be computed on a monthly basis (as is the case for
the MediWrap premium for adults).

Parents would be required to pay the premium element
cach yeur in conjunction with the payment of the
MediWrap premium.

As with the MediWrap premium, parents would receive
a credit for employer/employee equalization premiums
psid und low-income assistance would be availuble Lo
climinate or reduce the premium element.

States are required to pay the MediKids component a
“maintenance of effort” amount.

There would be a payroll-based “equalization” tax com-
puted for workers under age 22 equal to the
MediWorkers National Premium Percentage (MNPP) of
their wages. The tax would have a ceiling of twice the
maximum level of wages subject to the Social Security
tax.

Additional Federal funds would come from previous
general revenues dedicated to medicaid and from other
taxes (Lo be specified).

This would treat wages of child workers the same as
the wages of adult workers.

C. MEDIWRAP COMPONENT OF UNIMED

Cl. Actuarial Premium Collected Through In-
come-Tax System
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FINANCING [TITLE VI}—Continued

Issue/Topic

Policy

Notes

E. LOW-INCOME ASSISTANCE (COVERING LOW-
INCOME EMPLOYEES, CHILDREN, AND OTHERS)

Addition to income tax at flat rate of 1/6 of the
MediWorkers National Premium Percentage (MNPP),
However, wages, self-employment income and other in-

come, to the extent a UniMed premium has been com- |

puted based on such income, would not be subject to this
additional tax,
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MEDICARE REVISIONS & MISCELLANEOUS PROVISIONS [TITLES VIII & IX]

Issue/Topic

Policy

Notes

A REDUCTION IN AGE OF MEDICARE ELIGIBIL-
ITY

B. MISCELLANEOUS PROVISIONS

1. Repeal of COBRA Continuation Provisions

2. Grant Program for Expansion of Federally Quali-
fied Health Centers

Reduce, a8 of January 1, 1995, age of initial eligibility to
60.

Effective Junuary 1, 1995, repeal the COBRA continu-
ation requirements contained in ERISA, the IRC, and
the PHSA.

Provide an authorization of appropriations of an addi-
tional $400, $800, $1200, $1600, and $1,600 millions in
fiscal years 1993 through 1997 for expansion of services
to medically underserved individuals by Federally quali-
fied health centers.
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Bush v. Clinton Health Plans

Access

Bush Clinton Comment
Goal Universal access to Universal access to
health insurance health insurance
Approach Incentives Mandates (taxes by Clinton plan means job
another name) loss; slower rate of small |
business creation.
> Methods - Tax credits and tax deductions - Employers must provide health - Clinton says employers will be

- Reforms of the health insurance
market to make insurance more
affordable.

insurance to their employees ("play
or play")

— Endorses similar market reforms

eligible for tax subsidies; says
nothing about what they would be.

— While Clinton offers few details,
he endorses proposals similar to
the President's; both "take on the
insurance companies."

__ » Paying for the plan

- We have identified sufficient
savings to meet the $100 billion,
five year implementation cost
without raising taxes.

- Cost controls from "global
budgeting" would pay for increased
coverage.

- Clinton offers no timetable for
implementing access provision nor
any details on the size, scale, or
composition of his financing
package.

Small business

— Of 34 million without health
insurance; 25 million work for
or are family of workers in
firms with fewer than 25
employees.

- Guarantee that all small
employers can get coverage; rate
bands to make sure prices are
affordable.

- Help for low income workers in
small firms through tax credits.

- Mandate that employers provide
health care; provide "tax credits to
protect businesses."

- Mandates would make it more
difficult for small businesses to
form; increased labor costs would
send more jobs overseas.




Middle class

- Credit and deduction available for
all families with incomes up to
$80,000.

- The deductible amount is $3,750
for families and $1,250 for
individuals, minus the value of
employer contributions.

- 44 million middle-income
individuals would receive some
help.

- No help for middle-income
families with low employer
contributions (the 44 million who
would be helped under the Bush
plan.)

- Where employers are hit by the
new mandate to buy insurance,
employees would be required to
pay a share —— all dollars flowing
from employees' pockets.

Insurance security

- Guarantee that workers can move
from job to job offering health
insurance without losing coverage
because of pre—existing conditions
(c.g., already pregnant, having
cancer.)

- Appears similar; no details
provided.

Choice of benefits

- State laws that mandate benefits
would be pre-empted.

— A new "National Health Care
Board" will prescribe minimum
benefits that all employers must
provide.

- Clinton plan could raise costs for
employees by requiring them to
buy more insurance than they do
already.

- Clinton plan will create a floor
under the cost of plans all
employers must provide.

Choice of doctor

- Health insurance
credits/deduction available for
insurance plans that provide care as
consumers want: through private
physicians; HMOs, etc.

— Rhetoric of "allow consumers to
choose where to receive care."

- Eliminating the "pay" option of
"pay or play" in the Clinton plan
defuses charge that Clinton
approach leads to nationalized
plan/loss of consumer choice.




People not working
and their families

— 10 million of the uninsured
do not work.

- Eligible for credit/deduction.

- Credit/deduction would be phased
in over 5 years.

- Those who use credit are
guaranteed coverage through at
least one plan the state must make
available through a private insurer.

- Private coverage for non-workers
would be guaranteed private
insurance coverage that would be
arranged through government run
purchasing cooperatives (similar to
Bush-proposed "HINs.")

- Non-workers will pay a sliding
scale premium based on income.

- Those now receiving Medicaid
would be transferred to this plan.

- Savings from cost controls would
pay for expansions in coverage; no
timetable provided.

- Bush plan is for a five year
phase in; Clinton plan may never
phase in.

- Both plans would leave some
uninsured; those uninsured would
be those who choose not to buy
insurance.




Controlling Costs

|

Bush Clinton Comment
Goal Highest quality at the Reduce costs no matter
lowest cost what the quality.
Approach Deliver care more "Global budget;" Clinton plan calls for

efficiently; end causes of
waste and abuse

arbitrary limits on how
much can be spent on
health care. Annual
increase limited to rate of
increases in wages.

unprecedented
government involvement
in health resource
allocation decisions.

Role of government

Run government
programs more
efficiently; address forces
that drive costs ——
malpractice, market
failure, etc.

No price regulation.

A National Health Care
Board would decide total
health spending and set
ceilings for each state.

States will decide prices
for all health services.

"Global budgets" only
squeeze the health cost
balloon; squeezing
through price fixing will
lead to shortages (thus
rationing) and lower
levels of new
technology.

__

Malpractice

> Requirement for arbitration
before going to court; if you then
g0 to court and don't do better by
more than 10 percent, you are
liable for the other side's attorney
fees.

> Tort reform.

> Wants to make alternative to
courts available; no requirement to

use alternatives.
> No support for tort reform.




Administrative savings

» Use "electronic cards" and
automation to reduce the amount of

paperwork patients and doctors
complete.

» Introduce a single, standardized
claims form.

» Similar.

Clinton borrows from the Bush
list.

Prescription drugs

» No proposal.

» End certain tax preferences for
pharmaceutical companies that raise

prices faster than the rate of
inflation.

Information for consumers

» Require states to make
information about the cost of health

plans and providers (hospitals, etc.)
available for comparison shopping.

» No proposal.

=




Bush v. Clinton Health Plans

Access

N

Bush

Clinton

Comment

wﬂ@g S

Universal access to
health insurance

Universal access to
health insurance

4 %
“ e, Incentives Mandates (taxes by Clinton plan means job
another name) loss; slower rate of small
business creation.
» Methods — Tax credits and tax deductions - Employers must provide health - Clinton says employers will be

— Reforms of the health insurance
market to make insurance more
affordable.

insurance to their employees ("play
or play")

- Endorses similar market reforms

eligible for tax subsidies; says
nothing about what they would be.

— While Clinton offers few details,
he endorses proposals similar to
the President's; both "take on the
insurance companies."

> Paying for the plan

- We have identified sufficient
savings to meet the $100 billion,
five year implementation cost
without raising taxes.

- Cost controls from "global
budgeting" would pay for increased
coverage.

- Clinton offers no timetable for
implementing access provision nor
any details on the size, scale, or
composition of his financing

package.

Small business

— Of 34 million without health
insurance; 25 million work for
or are family of workers in
firms with fewer than 25
employees.

— Guarantee that all small
employers can get coverage; rate
bands to make sure prices are
affordable.

- Help for low income workers in
small firms through tax credits.

- Mandate that employers provide
health care; provide "tax credits to
protect businesses."

- Mandates would make it more
difficult for small businesses to
form; increased labor costs would
send more jobs overseas.




Middle class

- Credit and deduction available for
all families with incomes up to
$80,000.

~ The deductible amount is $3,750
for families and $1,250 for
individuals, minus the value of
employer contributions.

- 44 million middle-income
individuals would receive some
help.

- No help for middle-income
families with low employer
contributions (the 44 million who
would be helped under the Bush
plan.)

— Where employers are hit by the
new mandate to buy insurance,
employees would be required to
pay a share —— all dollars flowing
from employees' pockets.

Insurance security

- Guarantee that workers can move
from job to job offering health
insurance without losing coverage
because of pre-existing conditions
(e.g., already pregnant, having
cancer.)

— Appears similar; no details
provided.

__ Choice of benefits

- State laws that mandate benefits
would be pre—empted.

— A new "National Health Care
Board" will prescribe minimum
benefits that all employers must
provide.

- Clinton plan could raise costs for
employees by requiring them to
buy more insurance than they do
already.

- Clinton plan will create a floor
under the cost of plans all
employers must provide.

Choice of doctor

- Health insurance
credits/deduction available for
insurance plans that provide care as
consumers want: through private
physicians; HMOs, etc.

- Rhetoric of "allow consumers to
choose where to receive care."

- Eliminating the "pay" option of
"pay or play" in the Clinton plan
defuses charge that Clinton
approach leads to nationalized
plan/loss of consumer choice.




People not working
and their families

-~ 10 million of the uninsured
do not work.

- Eligible for credit/deduction.

- Credit/deduction would be phased
in over 5 years.

- Those who use credit are
guaranteed coverage through at
least one plan the state must make
available through a private insurer.

- Private coverage for non-workers
would be guaranteed private
insurance coverage that would be
arranged through government run
purchasing cooperatives (similar to
Bush-proposed "HINs.")

- Non-workers will pay a sliding
scale premium based on income.

- Those now receiving Medicaid
would be transferred to this plan.

- Savings from cost controls would
pay for expansions in coverage; no
timetable provided.

- Bush plan is for a five year
phase in; Clinton plan may never
phase in.

- Both plans would leave some
uninsured; those uninsured would
be those who choose not to buy
insurance.




Controlling Costs

Bush Clinton Comment
Goal Highest quality at the Reduce costs no matter
lowest cost what the quality.
Approach Deliver care more "Global budget;" Clinton plan calls for

efficiently; end causes of
waste and abuse

arbitrary limits on how
much can be spent on
health care. Annual
increase limited to rate of
increases in wages.

unprecedented
government involvement
in health resource
allocation decisions.

Role of government

Run government
programs more
efficiently; address forces
that drive costs ——
malpractice, market
failure, etc.

No price regulation.

A National Health Care
Board would decide total
health spending and set
ceilings for each state.

States will decide prices
for all health services.

"Global budgets" only
squeeze the health cost
balloon; squeezing
through price fixing will
lead to shortages (thus
rationing) and lower
levels of new
technology.

—Zm_vam&oo

> Requirement for arbitration
before going to court; if you then
go to court and don't do better by
more than 10 percent, you are
liable for the other side's attorney
fees.

> Tort reform.

> Wants to make alternative to
courts available; no requirement to

use alternatives.
> No support for tort reform.




Administrative savings

» Use "electronic cards" and
automation to reduce the amount of

paperwork patients and doctors
complete.

> Introduce a single, standardized
claims form.

» Similar.

Clinton borrows from the Bush
list.

Prescription drugs

> No proposal.

> End certain tax preferences for
pharmaceutical companies that raise

prices faster than the rate of
inflation.

Information for consumers

> Require states to make
information about the cost of health

plans and providers (hospitals, etc.)
available for comparison shopping.

> No proposal.
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THE CHAIRMAN

MEMORANDUM FOR: SAM SKINNER
NICK BRADY
DICK DARMAN
CLAYTON YEUTTER
ROGER PORTER

FROM: MICHAEL J. BOSKINZJ4
SUBJECT: Deficit Reduction/Tax Increase in the Clinton Plan

How large a tax increase would be needed to reduce the projected 1996 deficit by
half while funding all the spending that Clinton proposes in his economic plan?

0 The list of spending cuts must be pruned of proposals that simply are not
feasible or whose savings are clearly imaginary. These include:

-- unspecified "administrative savings"

- “reform Defense Department inventory system"
-- "RTC management reform"

- “streamline USDA field offices"

0 Total savings from the Clinton plan (excluding the deleted items) are $31.04
billion in 1996 using his optimistic estimates for the following categories
(many of which may also be unfeasible).

Defense cuts 16.50
Intelligence cuts 1.50
100,000 employees 4.50
Cut White House staff 0.01
Debt financing reform 2.00
Cut Congressional staff 0.10
* Line-item veto 2.00
Energy conservation 0.85
Reduce university overhead 0.82
Special purpose HUD grants 0.13
Index nuclear waste fees 0.08
Consolidate foreign broadcasting 0.27
Freeze consultant spending 0.21
Consolidate social service 0.27
Raise Medicare-B costs (technically, a revenue increase) 1.80
31.04

* We have already given him credit for these claimed budgetary savings. The
$2 billion associated with line-item veto means he is either double-counting,
or there are $2 billion more in unspecified cuts.



Total spending increases under Clinton’s plan are $134.1 billion in 1996.

The plan involves spending increases of $64.1 billion, not including
Clinton’s health insurance proposal.

Clinton’s health insurance proposal (disguised play or pay) is estimated
to cost $70 billion per year by 1996. It is not clear what portion of
this cost will be paid with the payroll tax mentioned in the plan.

~ Using (heresy) CBO figures, yields a deficit of $222 billion in 1996
(excluding deposit insurance). To cut that in half while enacting his plan,
Clinton must generate (222/2 + 134.1 - 31.04) = $214.06 billion in revenue.

If that amount is to be raised through increases in the personal income
tax, Clinton will need to raise Federal income tax revenues by about 34
percent.

- This fraction is based on CBQO’s projection for income tax
revenue of $634 billion in 1996.

- Actual tax rates would need to be increased by a larger fraction
to generate the needed revenue (since taxable income is a

decreasing function of the tax rate).

Clinton’s plan includes the following tax increases (billions of dollars
in 1996, as claimed by Clinton):

- "increase rates on top 2%, raise AMT,

surtax on millionaires:" e, 28
- “prevent tax fraud on unearned income

for the wealthy:" =110
- "limit corporate deductions at

$1 million for CEOs:" = 04
- "end incentives for opening plants

overseas:" = 04
- “prevent tax avoidance by foreign

corporations:" =135

- "Increased fines and taxes for
corporate polluters:" = 29



- "eliminate tax deduction for

lobbying expenses:" 0.1

]

- a payroll tax as part of the health care
proposal, without any figure given on
that tax’s revenues

- The total 1996 claimed revenue from the
above items (excluding the payroll tax) is $42.6 billion

Thus, even granting him these overly optimistic revenues, he still is
$172 billion short, and would have to raise everyone’s federal income
taxes by over 25 percent.





