
I 
■ 

I 

■ 

■ 

■ 

• 
Originally Processed With FOlA(s): 

l999-01 18-F 

■ 

■ 

FOIA Number: 

1999-0118-F 

■ 

. - This is not a textual record. This is used as an 
administrative marker by the George Bush Presidential 

Library Staff. -
Record Group/Collection: George H.W. Bush Presidential Records 

Collection/Office of Origin: Policy Development, White House Office of 

Series: 
Subseries: 

OA/ID Number: 
Folder ID Number: 

Folder Title: 

Kuttner, Johannes, Files 

08799 
08799-010 

---
Health Care Reform - 92 Proposal - Marketing Efforts 

■ 

■ ■: ■ 

Stack: Row: Section: 

G 0 ■ 0 

- ■ ■• -■■ 
• ----

■ 

Shelf: 

0 

■ 
■ 

I 

■ 

Position: 

0 

■ 

. -

■ 

■ 

■ 



EMBARGOED UNTIL 9:00 PM EST 
January 28, 1992 

These seven examples are hypothetical illustrations of how 
President Bush's package could affect individuals and families. 

Example A: 

Example B: 

Example C: 

Example D: 

Example E: 

Example F: 

Example G: 

Additional Tax Allowance for Children and $5,000 
First-Time Homebuyers Tax Credit 

Additional Tax Allowance for Children, $5,000 
First-Time Homebuyers Tax Credit, Penalty-Free 
IRA Withdrawals for First-Time Homebuyers, and 
Deduction of Interest on Student Loans 

Additional Tax Allowance for Children 

$5,000 First-Time Homebuyers Tax Credit 

Capital Gains 

Deduction of Interest on Student Loans and 
Penalty-Free IRA Withdrawals for Educational 
Expenses 

Buying a Home for a Growing Family 



Example A: Additiona l Tax Allowance for Children and $5,000 First-Time 
Homebuyers Tax Credit 

Family A consists of a husband and wife and two young children. The family's income 
consists of combined earnings of $44,000 and interest income of $500. At the end of 1992, the 
family buys a condominium for $60,000; it is their first home purchase. The family does not 
itemize deductions and, under current law, pays Federal income taxes of $4,395. Under the 
President's proposals, the family would benefit from a $500 increase in the personal exemption 
fo r each child which begins on October I, 1992, and from the tax credit for first-ti me home 
buyers. The larger personal exemption would decrease their tax by $37 .50, and the home-buyer 
credit would reduce their tax by $2 ,500 in 1992 and by an additional $2,500 in 1993. Including 
these benefits, Family A's 1992 Federal income taxes would be $1,857.50, which is 58 percent 
less than under current law. 

In 1993, Family B has its taxes reduced by S2,500 by the second half of the credit for 
first time home buyers and by $150 from the full year effect of the $500 increase in the personal 
exemption for each child. Thus, in 1993, the proposal would reduce Family B's Federal income 
taxes by $2,650. 

Office of Tax Analysis 
January 28, 1992 



Example B: Additional Tax Allowance for Children, $5,000 First-Time 
Homebuyers Tax Credit, Penalty-Free IRA Withdrawals for First­
Time Homebuyers, and Deduction of Interest on Student Loans 

Family B consists of a husband and wife and two young children. The family 's income 
consists of combined earnings of $44,000 and interest income of $500. During 1992, the family 
buys a condominium for $60,000; it is their first home purchase. Family B obta.ins the funds 
for the down payment on the new house by withdrawing $5,000 from an IRA account. During 
the second half of the year, they pay interest of $1 ,000 on loans which they incurred to pay their 
college tuition. Under current law, Family B has itemized deductions of $7,000 and pays 
Federal income taxes of $5,495, including a $500 penalty (10 percent of the amount taken out) 
for making an early withdrawal from an IRA . Under the President's proposals, the family 
would benefit from: the $500 increase in the personal exemption for each child which begins on 
October 1, 1992; the elimination of the IRA penalty for IRA withdrawals used to purchase a 
home ; the tax credit fo r first-time home buyers; and the deductibility of interest on education 
loans. The larger personal exemption would decrease their tax by $37.50; eliminating the IRA 
penalty would reduce their taxes by $500; the home-buyer credit would reduce their tax by 
$2,500 in 1992 and by an additional $2 ,500 in 1993; and the deductibility of interest on 
education loans would lower their taxes by $150. Including these benefits, Family A's 1992 
Federal income taxes would be $2 ,307.50, which is 58 percent less than under current law. 

In 1993, Family B has its taxes reduced by $2,500 by the second half of the credit for 
first time home buyers, by $150 from the full year effect of the $500 increase in the personal 
exemption for each child, and by $150 by the deductibili ty of interest on its education loans . 
Thus, in 1993, the proposal would red uce Family B's Federal income taxes by $2,800. 

Office of Tax Analysis 
January 28, 1992 



Example C: Additional Tax Allowance for Children 

Family C consists of a husband and wife and three children , all under age 18. The 
family's only income is from wages of $40,000. The family does not itemize deductions and, 
under current law, pays Federal income taxes of $3,720. The larger personal exemption for 
children which begins on October 1, 1992 would reduce the family's tax by $56.25, or l 
percent, to $3,663.75. In 1993, with the larger personal exemption for children being in effect 
for the full year, the tax reduction would be $225. 

Office of Tax Analysis 
January 28, 1992 



• Example D: $5,000 First-Time Homebuyers Tax Credit 

Newly-married couple D has combined earnings of $48,000 and interest income of 
$2,000. At the end of 1992, they purchase a house for $120,000. It is the first home purchase 
for either spouse. The family does not itemize deductions and, under current law, pays Federal 
income taxes of $6,368. Under the President's proposals, the family would benefit from the tax 
credit for first-time home buyers. Thei r Federal taxes would be reduced by $2,500 in 1992 and 
by an additional $2 ,500 in 1993. Including the credit, their 1992 tax would be $3,868. or 39 
percent less than under current law. 

Office of Tax Analysis 
January 28, 1992 



' Example E: Capital Gains 

Taxpayer E has been self-employed, and in 1992 he sells his business and retires. 
Taxpayer E and his wife file a joint income tax return and do not have any dependent children . 
They have $60,000 of income from operating their business, $10,000 of interest and dividend 
income, and a long-term capital gain of $100,000 from the sale of the business. They have 
itemized deductions of $10,400. Under current law, their 1992 Federal income tax would be 
$41 ,546. Under the President's proposed reduction in capital gains taxes, their Federal income 
tax would be $32,400, a reduction of 22 percent. 

Office of Tax Analysis 
January 28, 1992 



... Example F: Deduct ion of Interest on Student Loans and Pena lty-Free IRA 
Withdrawals for Educational Expenses 

Family F has two children, both over age 18 and both attending college. Both children 
are claimed as dependents 01, their parent's Federal income tax return. Both parents work, 
earning combined salaries of $60,000. In addition , in order to pay college tuition , during 1992 
Family F withdraws $5,000 from the father's IRA account. The family has taken loans to pay 
college tuition, and during the second half of 1992, the interest paid on those loans is S~ .000. 
Family F does not own its home, but it has itemized deductions of $6,400, apart from the 
interest on the loans for college expenses. 

Under current law, Family F's 1992 Federal income tax is $9,566, including a S500 
penalty because of the early withdrawal from the IRA account. Under the President 's proposals. 
the early IRA withdrawal to pay college expenses would no longer be subject to a penalty . In 
addition , the interest on the loans for college expenses would be deductible. As a result, Family 
F's Federal income taxes would be $8 ,506, a reduction of $1,066, or 11 percent. 

Office of Tax Analysis 
January 28, 1992 
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Example G: "Buying a home for a growing family" 

"Susan and Ward", 28 and 30, have lived in rented apartments since they were 
married si.,x years ago. Their combined income of $44,500 has allowed them to live 
comfortably in their Colorado community, but they have not managed to accumulate savings 
sufficient for the down payment they need to purchase a $60,000 3-bedroom townhouse 
condominium in their neighborhood. With one small child and another on its way, they 
know that they will soon need more space. 

The President's tax proposals would make it possible for Sue and Ward to buy their 
own home. Under the President's plan, the couple would be entitled to a $5000 tax credit 
for first-time home buyers. Permitted to withdraw accumulated savings from their IRA 
accounts without penalty, they could raise enough money for the down payment. 
Furthermore, with the additional $1000 tax exemption for their two children, the 
deductibility of interest on Susan's outstanding student loans permitted under the President's 
program, and the lowest mortgage interest rates in years, servicing their mortgage would be 
much less of a burden on their incomes than it otherwise would be. 

Tax Benefits for "Sue and Ward" in 1992 

1992 Federal taxes under current law: $5,495 (includes $500 penalty for 
early IRA withdrawal ) 

1992 Federal taxes with President's proposals: $2,307.50 

First-time homebuyer's credit = 
IRA withdrawals for home purchases = 
Additional tax allowance for children = 
Deduction of interest on student loans = 

1992 Savings: 
$2,500 ($2,500 in 1993 as well) 
$ 500 (assumes $5,000 withdrawal) 
$37.50 (1 / 4 benefit for 1992; for 1993) 
$ 150 (assumes $1,000 interest) 
$3,187.50 
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THE WHITE HOUSE 

WASHINGTON 

TO: µ()~ 
FROM: DAVIDJ. BEIGIITOL ~ 

Special Assistant to the Presi~en~ or ' 
Intergovernmental Affairs 

Room 160, OEOB, x7170 

0 FYI 

0 ApP-ropriate Action 

~ Discuss 

0 Per Our Conversation 

0 Per Your Request 

0 Please Return 

COMMENTS: 
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Memorandum 

Southern Golemors. M50ciation 

~CUCa:::GUIS 

To: 
From: 

Washington Directors/Staff Advisory Committee 
Candy Penn 

Re: 
Date: 

Preemption of State Premium Taxes 
February 28, 1992 

(
Attached in information on legislation that would preempt state legislation and 
potentially preempt state premium taxes on health insurance. The legislation, S. 
1872, would establish minimum standards for small group health insurance and is 
scheduled for mark up by th~ Senate Finance Committee within the next week. 

I und~rstand this is a significant issue for states and one that Finance Committee 
members are hearing little about. Also attached are two charts (national and the 
Southern region) that identify state revenues, premium and retaliatory taxes, feed 
and ~sments, and fines and penalties. Pleas~ let me know if you want us to 
follow up on it. 

Hall gf the Stal .. • 444 Ncl"!l'I cai,ttol Street. N.W . • WaahuigtOfl. O.C. 20001 • 203/~4•5697 • Fax 202/e.?4-7797 
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RECEIVED MAI 11 W 
The Better Access to Affordable Health Care Act of 1991 
S 1872, sponsored by Senator Bentsen (D-Texas) 
Marked up March 3 Senate Finant:e 

Sets mirumum standards for health insurance sold to businesses with less than 50 employees. 
Establishes twv basic benefit packages and requires states to choose among several options for 
guaranteeing availability of insurance to all small employers; p~pUstate mandated benefits 
not covered in the bask benefit packa~; calls for the development of a federal certification 
program for managed care plans and utilization review programs; and, pr~mpts existing state 
legislation regulating managed care and utilization review. A similar bill was introduced last 
fall in the House (HR 3626, Rostenkowski). 

The President's Comprehensive Health Refonn Proposal 
February 6, 1992 

The President proposes to federally certify small group purchasing arrangements or Health 
Insurance Networks (HINs), extending protections, currently limited to self-insured companies 
under the Employee Retirement Income Security Act of 1974 (ERISA), to these purchasing 
groups. llus would effectively exempt these plans from state premium taxes and assessments. 
Total premium taxes provide $6.6 billion in reve:tlue to state5, much of this Is from the health 
insurance business. Currently, there is no Congressional sponsor for th.is proposal. 

Other Actions 

Amendments to the Fair Labor Standards Act 
S 600, sponsored by Senator ,\fetzenbaum (D-Ohio) 
Scheduled for Markup March 11- Senate Labor and Human Resources 
Committee. 

Among other provisions, the bill esta bllshes standards for a work pennit system for teens that 
states would be required to administer witho ut federal funding. It should be noted that most 
states operate ,imilar work penni t programs on thefr own initiative. For such states, it is unclear, 
at this point, how much additional administrative cost would be involved. 

Under the terms of S 600, employers are barred from employing a minor unless the minor holjs 
a valid "certificate of employment," issued by the state agency designated by the governor to 
administer the program. If the minor is under 16, the agency must secure a written statement 
ol consent from a parent and a written verification from the minor's school that the student 
meets attendance requirements. No provision is made in the bill to compensate either states or 
school districts. 

Wc,tch List contim.ts on tt'Dffll side ... 
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NatiONJ 
Conhmitr 
of St.tr 
Legit~ 

w111;~m T. Pound 
Ex\'t'Ul'!Vt 
Dirtcto, 

--44 
North 
Capitol 
Stritt, N.W. 
Wuhir,~tQn. O.C. 
lOO'Jt 
(202}624-S400 

"Action Alen" 
is • pllblic:Jtion 
of the 
.'IICSL Officr of 
State-F~d11ral 
Rtl1tions 
~qunan, 
k,bbying 
J"-.'G$tant\' frvm 
\lat. l"'21s!J1o,s 

A C T I O N A L I ■ T 

F~bruary 27, 1m 
Stat. Preemptio11 iA Small Group Health Insurance Reform in Tu: and Economic Stimulus 

Bill Mark-up oa March J, mi 

senator Lloyd Bentsen (D-Texa.,), Chairman of the Senate finance Committee will mark• 
up his small group health insurance reform bill (S. 1872), during consideration of tu and 
economi~ $timulw prop(?Ah next week. This leJislation would set minimum standards for 
health insurance 10ld to businesses with less than SO employees. Imurers would be 
proht'bited from: ( 1) e,ccludin.J individuals in a group; (2) cantelling policies due to claims 
experience or health status; (3) raisin, p:emiuxm beyond a certain ruge; and ( 4) imposing 
a pree.mting conditiou. exclusion on an individual who changes jobs without a lapse in 
coverage of more than three months when the individual seeks health imuranc:e covcraie 
with a new employer. All group health insurance, includinJ 5clf-i.murcd plans would be 
prohibit4'd from exclu~ coverage for pre-existing conditions for more than a 6 month 
period. The bill establisnes two basic benefit packages and requir,s states to ch~ among 
JeVeral optiom for l\,laranteeing a,.,ailability of insurance to all small employers. The bill 
preempts state mandated benefits not co-vend hl the basic benefit pawae,. The bill calls 
for the development of a federal cenifi~tion program for mana~ed care plans and 
utilization review programs, and pre,empts e..usting state leglslat10n regulatinc manaeed 
can ud utilizatioa l't\iew. · 

President Bush ls seeldaag a 5poasor co add provisions to this bill that would preempt state 
premium taxes. The Bentsen proposal wouid establish up to lS state demonstration 
projects to test the feasibility of small emp'. 1 >yer group purchasing arranaements and would 
provid~ up_ to $10 million to fund the proJect. nie President proposes to federally certify 
these small group purchasing arrangemenr..~ or Health Insurance Networks (HINs), 
extendin1 protections, wrrently limited to self-insured companies under the Employee 
Retirement Income Sec.-urity Act of 1974 (ERISA), to these!urchuing groups. This wouid 
effectively exempt these plans from state premium taxes an assessments. Tocal premium 
taxe, provides $6.6 billion in revenues to states, 01uch of this iJ trom health insurance 
busbaess (See AttaclUalent A). 

ACTION: cau your member o• the Seaate Finance Committee and upretts ,our cvacems 
about the lnel of state pntdlpdon in the legislation and your particular concerns 
reprdiog the premium tax ~ption. 

Llo_1d Be11tse11t Texas, 
Chair 

Dame! P. Moynihan, New York 
Max Baucus, Montana 
David L Boren, Oklahoma 
Bill Bradley, New Jersey 
George Mitchell. Maine 
David Pryor, Arkansu 
John D. Rockefeller, IV, 

West Virginia 
Thomas Daschlc, South Dakota 
John Breaux. L(>uisiana 

Senate F"mance Comminee 

Bob Packwood, Orqc,11 
Rankine Minority Member 

BobDole,Kan.sa.s 
William V. Roth. Jr., Delaware 
I ohn C. Oanfonb, Jr., Missouri 
John H. Chafee, Rhode Island 
Dave Dureno.rger, Minnesota. 
Steve Sym.ms, Idaho 
Charles Grassley, Iowa 

Onin Hatch, Utah 

NCSL Staff Contacts: Joy Johnson Wilson. Michael Bird, Bill Waren 

► 
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TA8LE10 
REVENUES IN 1990 

PREMIUM AND 
TOTAL RETA.LIA TORY FEES AND FINES AND 

STATE REVENUES TAX§S ASSE~~M;NTS f!.E."'ALJJES 
AL1-9AMA 14&,&7 l .607 Sl47,626.706 Sl.188.401 556.500 
-~SKA 2~.950.897 2:?..79l ,l l l 2.030.699 119,087 .~MERICAN SAMOA 
ARIZONA 104.286.436 10l.2S6,870 1.931 ,69'2 l.097,874 
.~l<Al-lSAS 6l.075J l6 61.07S.316 N/A NIA 
CAl..JFORMA l .284,608.755 1,232.000,000 S2,000.000 603.1,, 
CO!..ORAOO 83.261.348 31.493.149 l.~.S31 81,668 
CONN'ECTICVf 18J.161J16 , 67,700,000 15,250,417 210.899 
DELAWARE 27 .4 70,101 25.553.402 l.905.300 l l,400 
DISTRICf OF COLt.JMBIA 34,430,767 ,3.816Jl2 614,455 0 
:=L.ORIDA 325,312.086 293,700.000 31,606,576 5.510 
~roRCIA 1~9.454.182 164.l~S.642 4.605j54 ~g9.986 
GUAM 5.1 19.919 5,076.000 41,919 0 
HAWAil 57,164.075 S6.760,489 357,064 . 46.322 
:DAHO 33,037.197 30.371.107 2.618.800 47.290 
iLLlNOIS 199.664.955 162.701,603 36.158.630 804.722 
!1'/0lANA I 08 ,8 59 ,0-'0 106.290.003 2,504.397 64.650 
:OWA 98,57:?,185 93.714,573 4,792..500 6.5.112 
.<A.'JSAS 89.197.115 70,684.167 17,979.9~ 532.362 
KE2'7l.JCKY 74.632.756 59,135,943 15.213.620 183,193 
~0UJSIANA l 34 .025 .921 l 26.318.SS7 7J64.613 142.751 
.'vtAINE ~7.711.163 U ,;l51.697 J,246,471 13.000 
,,tARYLAND 143.282.701 138.686.065 .i.4l9 ,651 176.98S 

.._, tASSACHUSETTS 23.~59..545 7.560.715 • 15.979.120 19,710 
•tICHICiAN i'8,337J02 71,347,895 6.937,007 52.540 
\ lfNN'iSOTA 125.~7.000 120.~38,000 b 4..531.000 128,000 
\1ISSISS IPPl 92,7~7,$7~ 87.740.450 4nl,219 44.905 .,rrssov1u 1n ,951 ,aos 118.573~71 4,128,4~7 249,m 
.\-fONTANA 24,799.227 Z'JJil,01:l 1.3Z8.14~ 99,069 
'IEBRASKA 4l,92J.8S6 38,038.600 3,816,960 68.296 
-....-~VADA 60,310,930 54.65Y.204 5.479,691 172,035 
'-'EW HAr-1:PSHIRE 38,461,034 36,450,004 2,007,030 4,000 -..-ew JE1tSEY 361.770.000 167,443.000 214.006.000 321.000 
:--ffiW MEXICO Sl.670,000 49,211,000 2..399.000 . ' 
~WYORK 602.550.150 536,600.000 62,466.286 1.483.864 
NORTH CAROL.l'NA l9l.671J88 186,440.045 5ll2.S43 19,000 
NORTH DAKOTA 25,955,499 18.l86,84S 7,703.6S4 65,000 
OHIO 287.5S0J12 270,274,667 17.242.845 33,000 
OKLAHOMA SS.297,510 83,401.179 1,798,388 97,94'.3 
OREGON 61,847:nl .57,482.260 4J29,741 3.S,921 
?E."'./NSYI. VA.NIA 212,927.000 197,548.000 14,853,000 426.000 
?<..'ERTO RICO 16Jl6.S39 15.141..5 14 1,188.619 186.706 
:lHODE ISLAND 48 .4l9.857 47.415,481 1,008.859 S.517 
~OUTI-{ CAROLINA a!! .197,432 83.794.109 1,:Z99,623 103,700 
~OVTH DAKOTA 28.241.7'21 26,656.609 1.567.922 17.190 
7c~"ESSE.£ ... 160,63~.ooo 158.618.200 1,600.000 467.800 
i'EXAS S45.970.273 52~.763, 143 19,806,239 4()0,891 
UT.A.M 43 ,802.,394 4\,048.79.S 2.711,149 41.750 
VERMONT 23,857.624 2Z.l67.zo9 1,562,76S 127,650 
VlRCi[NlA 171.123.787 157,918.333 12,683,.904 511.SSO 
WASHINGTON I 0.5 ..283 ,486 102.:l 10,96\ 2.807.791 164,734 
·.vesr VU\GINIA 55,35l,64i S,.813.-HZ 2.53'7,l IS 1.100 
·.vJSCONS!N 74.:?17 ..S 18 69.44~.17'1 4,713,161 59,180 
WYOMINO !2.836.S54 11.814.~02 1.011,9,S 10.227 

TOTAL S7.319Jl3.~0 $6.66~ .597, l 25 564l.420,t94 SI2.296,32 l 
AVERAOE 5138 ,100.257 sti5.7~S .983 St2~3S.004 S241.l04 

1 l\c1ali110f')' IHU all)', c lnch14t0 111 rec, a"d 1uc11mcnu. 
• C-•-•· ;,.,u,u1t:e !nform_.UOII ln1t111;1,. ;pa9 d~. 

.. 
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.,. SOUTHERN ST A TES' REVENUES IN 1990 0 
0 
'-..,,. 
0 

U) 0 

~ IS1 TotaJ Premium and Fees and Fines and 

ID Revenues Rctaliam Taxes Asscssmen1s Penalti~ 
ID 
IS) 
tt 

SGA States AL 148,871 .6'.17 $147,626,706 $1 ,188,401 $S6.500 
f-4 AR 61.075.316 61.075,316 NIA N/A 
CZ. 
< DE ill= 27,470.JO'l 25,553,402 J.905,300 11.400 

If) ~ 
ID v, FL 325,312.0"6 293,700,000 31,606,576 5.510 
ffl :F. GA 169,454, l R2 l 64,258,642 4,605,554 589,986 
~ 1' 
f'J 1' KY 74.632,756 59,235,943 15,213,620 183,193 
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SCHEDULE PROPOSAL 

TO: 

THROUGH: 

FROM: 

REQUEST : 

PURPOSE : 

BACKGROUND : 

THE WHITE HOU SE 

WASHINGTON 

FEBRUARY 28 , 1992 

KATHY SUPER 
DEPUTY ASSISTANT TO THE PRESIDENT 

FOR APPOINTMENTS AND SCHEDULING 

SHERRIE ROLLINS 
ASSISTANT TO THE PRESIDENT FOR PUBLIC LIAISON 

AND INTERGOVERNMENTAL AFFAIRS 

BOBBIE KILBERG 0~ 
DEPUTY ASSISTANT TO THE PRESIDENT 

FOR PUBLIC LIAISON 

KATHY JEAVONS~ 
ASSOCIATE DIRECTOR FOR PUBLIC LIAISON 

"TOWN MEETING" ON HEALTH CARE REFORM 

For the President to promote his 
comprehensive health reform program. 

In order to win broader approval of his 
comprehensive health reform program, it is 
important for the President to continue to 
meet with individuals and groups around the 
country who are in favor and/or would be 
helped by the various innovative reform 
measures in the proposal. 

One venue for such an event could be a "town 
meeting• or roundtable discussion with a 
variety of individuals small business 
owners, minority health care workers, 
community health center representatives, 
farmers, etc. each of whom will be 
helped by the President's proposal and are 
supportive. 

This meeting (or meetings) should take place 
outside of Washington. Since Congress will 
be holding hearings on health care reform 
throughout March, it would be appropriate for 
the President to participate in such a 
meeting during the second or third week of 
March . 



DATE AND TIME: 

LOCATION: 

PARTICIPANTS: 

MEDIA : 

March or April, 1992 
Time: flexible (45 minutes) 

Possibilities include: 
Chicago, IL 
Milwaukee, WI 

The President 
selected individuals from the health care 

community and those who benefit from the 
President's reform program (100 people) 

Press Pool 
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Talking Points on Health Care Reform: 
Small Businesses 

• The American people are ready for action on heal th care 
reform. 

• The President and House Republicans have both announced 
comprehensive health reform programs that will ensure access 
to heal th care services for all Americans and will take 
significant steps in controlling the cost of heal th care 
services. 

• Legislation has been introduced that will dramatically reform 
our current health care system in a way that builds on our 
current system -- a system that provides the highest quality 
health care services anywhere in the world. 

• It is time that we quit playing election-year politics with 
the health of the American people. 

• The health of American people is too important for us to wait 
any longer. 

• There is wide support for reform now. 

• We should act on legislation now that will ensure access to 
quality, affordable health care. 

• We must have policies that focus on the cost drivers in the 
system -- not some new Federal bureaucracy that will sap 
precious resources from the system. 

• Both the President's plan and the House Republic plan will 
provide significant benefit to individuals and small 
businesses. 

• For the self-employed, the cost of health insurance premiums 
will become fully tax deductible -- making health insurance 
more affordable for them and their families. 

• Small businesses will be protected against dramatic increases 
in insurance premiums that often occur just when the insurance 
is needed the most -- namely when someone in the group incurs 
high medical bills. 

• No longer can insurance companies cancel coverage or excluded 
individuals or families based on previous claims experience or 
the health status of any member of the group. 

• This legislation also protects individuals with pre-existing 
conditions. In the past, health insurance plans for these 
individuals would exclude coverage for the pre-existing 
condition. 



• With passage of this bill, significant limits will be placed 
on insurer's ability to exclude coverage for pre-existing 
conditions. 

• Employees will no longer have to worry about losing coverage 
or not being able to get new coverage when they change jobs . 

• This legislation will directly address the concerns of small 
businesses in this country. 

• The Congress must carefully examine these proposals and act on 
them now. 

• They are well thought out and will work. 

• And they will not lead to massive tax increases that a 
government-run health system would require. 
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DEPARTMENT OF HEALTH & HUMAN SERVICES 

MEMORANDUM 

TO: The secretary 
Through: OS 

cos 
ES 

FROM: Alixe R. Gle~ 
Assistant Secretary for Public Affairs 

Ottice of the Secretary 

Washington, D.C. 20201 

FEB I 9 1992 

SUBJECT: Health Care Reform Strategy -- Phase II--ACTION 

Action Requested By: Monday, February 24, 1992 

BACKGROUND 

While the President's Health Care Plan has been warmly embraced 
by many credible experts and organizations (see Tab A), the 
public remains confused by and unconvinced that its concerns are 
addressed in any meaningful way . Furthermore, the press reports 
have been superficial at best, and the critics have been 
predictable but shallow. Our effort to sell the Plan must be 
grassroots, tenacious and· target the constituencies that benefit 
from the various elements of the Plan, e.g. the self-employed, 
small business employers, low income, average family, etc. 

RECOMMENDATION 

Accordingly, pending your approval, OPA will pursue the 
following: 

1 . Satellite Media Tours: On a weekly basis, the 
Secretary should participate in 4-6 local t.v. 
interviews from the HHS studio in media markets 
throughout the Super Tuesday states and other major 
media markets. This requires 30 minute time blocks, 
between 10:00 - 11:00 a . m. or 1:00 - 2:00 p.m. 

Approved ____ _ Disapproved ____ _ 

2. Editorial Boards: The Secretary should participate in 
editorial boards in every city he visits in the coming 
months. In addition, we will arrange board meetings 
with the Washington Post & Times, the Wall Street 
Journal and the New York Times. 

Approved ____ _ Disapproved ____ _ 
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3. Radio: This extremely effective medium offers the 
opportunity for a thoughtful, more lengthy discussion 
of the plan's substance. OPA will pro-actively seek 
out radio talk, health, and consumer shows for the 
Secretary and Deputy Secretary. 

Approved ____ _ Disapproved _____ _ 

4. Health Core Group: The Secretary should again invite 
the "Core Group'' participants to a meeting to reassess 
where we are and brainstorm on further communications 
strategies. 

Approved ____ _ Disapproved _____ _ 

5. Town Meeting: Recommend the President host a Town 
Meeting on Health Care. This pre-super Tuesday event 
could occur in any southern city, with an audience of 
enthusiastic supporters of the President's Plan and 
credible opponents of pay-or-play. Discussion 
highlights could include success stories in the 
following areas: coordinated care, electronic billing, 
prevention, etc. 

Approved. ____ _ Disapproved ____ _ 

6. Stonehenge Summit: If a Town Meeting is not possible, 
a meeting similar to the AIDS Briefing could take place 
at the Department, with presentations that vindicate 
each aspect of our reform proposal. 

Approved ____ _ Disapproved. _____ _ 

7. Targeted Mailings and OP-ED's: With support from HHS 
OPDIVs, USDA, Commerce, SBA, and others, OPA will 
target each interest group or constituency through 
mailings, op-ed's in specialty trade press, and 
newsletters, highlighting specific aspects of the plan 
as relevant to the narrow audience. (See Tab B). 

Approved. ____ _ Disapproved ____ _ 
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A more detailed memo will follow with precise lists of target 
audiences and information dissemination vehicles. 

Attachments: 

TAB A - Association Endorsements 
TABB - Targeted Audience Mailing Examples 
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MEMORANDUM FOR DAN CASSE 

FROM: Alixe Glen 

SUBJECT: Upcoming opportunities for POTUS 

The following HHS programs and suggested events will provide the 
President with forums to highlight the Health Care Reform Plan. 

National Primary Care Conference (March 29-31) 

This national conference will promote a common understanding of 
what primary care means to today's health system and future 
reforms. Co-sponsored by the Kellogg, Kaiser and Robert Wood 
Johnson Foundations, national leaders in the health services 
financing, education and research communities will review public 
health and financing problems. A Presidential address to the 
plenary session could highlight the Health Care Reform Proposal. 

Immunization (mid-late March) 

As a follow-up to the six-city site visits, a Presidential event 
in the East Room would allow the Administration's initiative to 
be highlighted. Representatives from each of the six-cities 
could be invited to present the President with their 
achievements. 

Healthy Start (early May - Mother's Day) 

The Ad Council campaign will be ready for prime time television, 
radio and consumer magazines just in time for Mother's Day. We 
envision a Rose Garden campaign unveiling ceremony with Healthy 
Mothers and Babies who have received the appropriate pre-natal 
care. Healthy Start is a major Bush initiative and highlights 
this administration's commitment to prevention, children and 
minority health. 

National Health Service Corps - 20th Anniversary (Immediate and 
J une) 

1992 marks the 20th anniversary of the Nati onal Health Service 
Corps (NHSC), recently revitalized by the Administration to 
address the severe shortage of primary care professionals in 
America's rural and inner-city areas. A national media campaign 
is ready to be unveiled, focusing on recruitment of new Corp 
prof essionals. An immediate event with the President, on 
loc ation, with Corps members would be excellent. I n addition, 
the NHSC 20th Anniversary National Meeting is s c h edule d for J une 
24-26 i n Washi ngton. Expansion of the Corps and community health 
centers i s a ma j or element o f hea lth care r e for m. 
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Health Insurance Association of America (April 26 - 29) 

The HIAA annual meeting will take place at the Grand Hyatt in 
Washington, attended by over 700 Executives whose companies cover 
95 million Americans. This year's meeting theme is "Working to 
Insure All Americans." 

National Managed Health Care Congress (March 29 - April 1) 

Sponsored by Business Week, this unique meeting combines 3,000 
managed care experts representing purchasers, providers, payers 
and suppliers from throughout the country. This would be a 
friendly audience. The Convention takes place in Washington, 
D.C. at the Sheraton Washington. 

Annual Health Care Seminar (May 4 - 6) 

Sponsored by Alex Brown, in Baltimore, the meeting attracts 1,000 
CEO and CFO level executives interested in managed care and 
health care delivery. Another friendly audience to articulate 
the President's Plan. 

World Summit for Children Report (late March-early April 

HHS has taken the lead in preparing a report to UNICEF on the 
U.S. national plan of action and strategy in follow-up to the 
World Summit on Children. This report, which will have input 
from agencies throughout the Federal government, will discuss 
U.S. goals and objectives. 

The President could present the United States World Summit Report 
to UNICEF representatives in an East Room event. The report is 
in process, will be complete mid-April. 

Business Responds to AIDS (late March) 

As part of the America Responds to AIDS campaign at the Centers 
for Disease Control, a national conference is planned for late 
March with corporate leaders to discuss what role employers can 
play in AIDS awareness and prevention efforts. The President 
made a public commitment through the Magic Johnson meeting to 
play a more visible leadership role in the AIDS fight. This 
would be a relatively friendly audience to deliver the AIDS 
message. 
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Corporate Summit for Children (April 29 - 30) 

The National Commission to Prevent Infant Mortality will hold a 
Washington, o.c . Corporate Summit, where leaders from small and 
large business, educators, policymakers and health care 
professionals will discuss issues of importance to mothers and 
children. A Presidential address on Healthy Start and access 
would be appropriate. 
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Office of the Secretary 

Washington. O C. 20201 

SCHEDULE PROPOSAL Date: 2/26 / 92 

TO: 

FROM: 

REQUEST: 

EDE HOLIDAY 

GLEN 
SSISTANT SECRETARY 

LIC AFFAIRS 

EAST ROOM EVENT TO ANNOUNCE INFANT IMMUNIZATION 
INITIATIVE 

BACKGROUND: In a June 1991 Rose Garden event, President Bush 
met with public and private sector leaders in immunization to 
accelerate the Administration's efforts to have 90 percent of all 
two year olds immunized by the year 2000. The President called 
on HHS Secretary Sullivan to develop local preschool immunization 
action plans in six cities across the nation to serve as a model 
for other communities. 

The Secretary traveled to each city with Dr. James Mason, head of 
the U.S. Public Health Service, Dr. Antonia Novello, U.S. surgeon 
General and Dr. Bill Roper, Director of the Centers for Disease 
Control. And, as you are aware, the President traveled with the 
Secretary to personally participate in the San Diego site visit. 

The site visits were a tremendous boost to the program in two 
ways. First, action plans were developed that were truly unique 
i n the cooperative efforts they created between the public and 
private sectors and, secondly, the media generated by each visit 
served to raise public awareness of the problem. 

The President ' s budget requests for immunization exemplify the 
Administration's commitment to eliminating this public health 
problem. In the FY 93 budget proposal, for example, immunization 
funding will increase 18 percent over 1992 , an increase of 148 
percent since 1989. 

In order to raise awareness of the Administration's efforts 
within the medical and public health community as well as in the 
general public, we recommend an event in the East Room with 
President Bush. The President's speech could include the 
following announcements: 
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NATIONAL LEVEL ACTIONS 

o Official unveiling and presentation of the National 
Immunization Action Plan, developed by the Interagency 
Committee on Immunization 

o Announcement of the launching of a new national public 
education campaign in collaboration with the AD Council 

o Description of and announcement of the availability of 
the new National Standards for Immunization Practices 
which all public and private sector doctors and nurses 
can adopt to improve delivery of vacci nes 

STATE AND LOCAL LEVEL ACTIONS 

o Presentation of the lessons learned from the 
immunization site visits to six U. S . cities, such as 
how public and private partnerships can be forged 

o Description of the Administration's plans to distribute 
$46 million in FY 1992 to support the development and 
implementation of approximately 90 long-term state and 
city plans based on the six-city models 

o Release of a schedule to revisit the s i x cities and 
monitor the implementation of their plans with the 
intention of sharing the information about what works 
with the other states and citi es developing plans later 
this year 

Presidential action on these initiatives would include a letter 
to the National Governor's Association, National League of Cities 
and other inter-governmental groups announcing plans for these 
initiatives . A letter to all national medical associations from 
Dr . Sullivan outlining specifics of the standards for 
Immunization Practice. A memorandum from the President to all 
members of the Cabinet commending them for their cooperation in 
this interagency effort and asking for their continued support. 
A White House Fact Sheet would outline specifics of the 
initiatives . 

DATE AND 
TIME: 

LOCATION: 

Mid/Late April 
Mid-morning 

THE WHITE HOUSE EAST ROOM 
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PARTICIPANTS: Secretary Sullivan 
Dr. James Mason 

OUTLINE 

Dr. Antonia Novello 
Dr. Bill Roper 
Representatives from the public and private sector 

involved in the each of the six-city plans 
Representatives from national service 

organizations involved in immunizations efforts 
such as the PTA, Junior League, Kiwanis, etc. 

Representatives from the entertainment industry 
involved in immunization efforts, such as Henry 
Winkler and Steven Spielberg 

Representatives from private industry and national 
foundations involved in the issue such as Kaiser 
Permanente and the Aetna Foundation 

Representatives from inter-governmental groups 
Representatives from the Ad Council 
Immunized Two Year Olds 

OF EVENTS: Introduction by Secretary Sullivan 
President Delivers Remarks 
Possible Secretarial Achievement Award presented 

to representatives for outstanding efforts 

REMARKS: See Background Section for details; HHS 
speechwriters will work with White House 
speechwriters 

MEDIA 
COVERAGE: Open press with public and private sector 

representatives available at the stake-out area 

PROJECT 
OFFICER: Alixe Glen 

Debbie Messick 

cc: Robin Carle 
Dr. James Mason 
Dr. Bill Roper 
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D£PART."1E~T OF HEALTH IL HUMAN SERVICES 

M B M O R A M D O M 

TO: 

FROM: 

Dave Carney 
Bush/Quayle Campaign 

Alixe Glen~ 
Assistant Secretary for Public Affairs 

SUBJECT: Health Care Town Meeting 

Office of tt'le Secretary 

Wash,~ton. DC. 20201 

MAR 2 - 1992 

We all know that the President's health care reform proposal is 
right for America. The problem is many Americans don't yet know 
that the President's plan is right for them. 

We know it fixes just about everything that needs fixing. (Tab A} 
And it does it in a way that most Americans prefer -- i.e. 
through the current private-public partnership. Yet, at the same 
time, many are having a difficult time assimilating this rather 
complex issue. Their understanding hasn't been enhanced much by 
the media, which has tended to address the plan in superficial 
terms, and by the extensive coverage of the presidential primary 
campaigns with their daily muggings of the President's policies 
and proposals. 

How do we cut through the clutter and give the President's plan a 
fair public hearing? I suggest a Town Meeting, hosted by the 
President, in which "invited" guests and experts promote the 
plan's central concepts by providing successful illustrations and 
examples. The President is the best spokesperson for the plan, 
and this event will give him a unique opportunity to explain it 
in compassionate yet realistic terms, as well as dispel the 
perception of weakness on this issue. 

we propose that the meeting take place March 11 in Springfield, 
Illinois. Illinois is well suited for such an event, because of 
its diverse industry, large and small business mix, helpful 
Governor, and Labor Secretary Lynn Martin's valuable input. 

The audience would include a mix of health care providers, 
insurers, employers, employ••• and concerned citizens, who would 
give the President positive feedback. Through their various 
perspectives, they will validate each aapect of the President's 
plan with real life examples that are working for real people, 
clearly demonstrating that experimentation and "states as 
laboratories" is innovative and effective. Inevitably, the 
perils of "pay-or-play" would be discussed as well. 
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For example, the meeting could highlight managed care programs 
like Allied Signals, where savings over three years exceed $90 
million; Health Insurance Networks like COSE in Cleveland, where 
10,000 employees have pooled together to negotiate affordable 
health care; or the 12-employee National car branch in Des 
Moines, where employees have reduced their health care 
expenditures by a third. Other managed care examples are 
attached at Tab B. 

The Health care Equity Action League (HEAL) has had great success 
with similar meetings, hosting several around the country in 
recent weeks. (Tab C) 

THE SITE 
The town meeting could be held in the rotunda of the State 
capitol Building. Two hundred guests could be theatre style on 
the ground floor and in the balcony. Secretary Sullivan could 
emcee the meeting, calling on pre-identified speakers to describe 
how they are delivering care efficiently. 

THe AHA and the AMA are both based in Chicago, so a hospital site 
could also be easily arranged. 

As opposed to the Democrats town meetings, we would take a glass 
half full approach, highlighting what IS working, not what is 
failing. (Tab D) 

If the President's plan is to succeed, we must create 
opportunities to get the message out. Once explained in 
simple, concrete terms -- our plan becomes the only logical and 
realistic solution. 



Tab A 

Bow the President'• plan addr••••• America• ■ aajor health car• 
concern■ : 

It helps those who can't afford insurance through a tax credit 
or tax deduction. 

It helps employers -- large and small -- provide employee 
health care through reforms that make insurance affordable , 
accessible, and guaranteed. 

It helps the self-employed, by increasing their deductibility 
to 100 percent. 

It helps eliminate denial of coverage to those with pre­
existing conditions. 

It helps control out-of-pocket cost hikes through coordinated 
care with low deductibles. 

It helps eliminate: crowded emergency rooms, uncompensated 
care, duplicative and unnecessary procedures, malpractice 
insurance costs. 

It helps people evaluate the cost and quality of medical care 
through better information and prevention. 

It helps reduce the hassle factor to patients by simplifying 
administrative procedures. 

It helps unemployed poor through expansion of Community Health 
centers and National Health Service Corps professionals. 



USDA 
Backgrounder 

RoRer RunninRen (202) 720-4623 

Issued : Feb . 14, 1992 

N9wS Division, Office of Public Affairs, Room 404-A. U.S. Department of Agriculture, Washington, o.c. 20250 

BOW THE PRESIDEJf't'S HEALTH CARE PLAN HELPS FARJ1ERS 

FARN FAMILIES WILL GET broader health insur~nce coverage at less cost under 
the President's health care plan announced Feb. 6. Self-employed farmers who 
have no Qmployer-sponsorQd health insurance and who buy their own health 
insurance can currently deduct 25 percent of their healt h insurance cos ts 
from their reported incom0. A tarm family with $35,000 income in ne t farm 
income payinQ $6,000 a year for hQalth insurance can save $420 in taxes. 
Under the President's plan, they can deduct al l the $6,000 and save $1 ,680 
in taxes . 

PART-TIME FARMERS who arQ cove18d by health insurance where they work will 
be eligible for a dQduction of up to $3,750 (for a family of three). The 
deduction is reduced by the employer's contribution to the cost of the health 
insurance. For example, if the employer pays $3~000 for insur~nce coverage 
at the workplace, QmployeQS can deduct $750 of their own insurance cost. If 
the employer's cost for their insurance is $2,000, employees can deduct up to 
$1,750 of the cost of their own insurance. 

-
LOW INCOME FARMERS who are below the threshold for paying income taxes--and 
who are not covered by a federal health insurance proiram or by an employer­
sponsored plan--will receive a transferable tax credit certificate worth 
$3,750 (for a family of three) that they can use to buy health insuran ce . As 
incomes rise above the tax threshold, the value of the certifi cate is r educed. 
At incomes of 150 percent o! the tax threshold, the va lue of the certi fi cate 
drops t o 10 percent ($375 for a family of three ) . As fa rmers move up the 
i ncome sc~le, they reach a point where deducting the cost of their haalth 
insurance on their income tax returns has more value to them than the value 
of the certificate. 

FARM EMPLOYERS will be able to gat more affordable heal th insurance for the i r 
employees under the President's plan . One way is to enter a network pool 
with small businesses and individuals for broader risk sharing and lower 
administrative costs. Currently , administrative costs for health i nsurance 
for a small number of employees can reach 40 percent of the premium, compared 
with 10 percent for a large number of employees. The President's plan will 
al low farm organizations to offer health insurance to their members nati onwide. 

FARM EMPLOYEES may benefit because the farm employer can get mor e coverage 
f or them at less cost . Or they can take their tax credit certificate and 
supplement the farm employer's insurance ~i th their own. Or, if it's to 
their advantage, they can daduct up to $3,750 (for a family of three ) fr om 
reported income minus anything the employer pays. 

ANOTHER VALUABLE FEATURE of the Presidents ' health care plan is that people 
can ' t be denied group coverage because of their health conditions. Ins urP.rS 
must offer coverage to ~ny group, regardless of the health of those in the 
plan. They can also change jobs and j oin the health i nsurance plan of a ne~ 
employer, regardless ot their health status . 

f 0169-92 



THE PRESIDENT'S HEALTH CARE REFORM PLAN 
How It Will Help Small Business Owners, Employees and Their Families 

The President, in shaping his health reform plan, has been especially concerned about 
assuring health insurance affordability, security and choice for small business owners, 
employees and their dependents. 

Today, in small businesses, an estimated 19 million workers and dependents have no 
insurance (comprising about one-half of all uninsured); many others who are insured are 
concerned about losing coverage if they change jobs or lose employment; and employers 
have difficulty obtaining information about insurance or even finding an insurer willing to 
sell them coverage. 

The President's plan would respond to those problems. 

Iii Small business employees and their families would receive, through the tax system, 
insurance credit certificates or tax deductions of up to $1,250 for individuals, $2,500 for 
2-person families, and $3,750 for larger families. This would make insurance much 
more affordable. 

Ii) Self-employed persons would be permitted to deduct 100% of their insurance costs as 
a regular business expense. 

Ii) Affordable health plans would be developed by every state; small business employ­
ers, employees and their families could purchase those plans. 

Ii) Managed care programs would become more broadly available; families choosing 
managed care would share in the savings those programs achieve through efficient 
operation and guided use of services. 

Ii) Limits on insurance premiums would prevent sudden, large increases in insurance costs. 

Ii) Health insurance networks (HINs) would help those small business employers who 
join to find health insurance information; they would reduce members' costs by ob­
taining discounts; and they would pass on savings obtained from HIN members' 
exemption from excessive state-mandated benefits and taxes. 

Ii) Insurance access and security would be strengthened by prohibiting insurers from 
rejecting small groups (or their individual members) applying for coverage (even if 
they have existing medical problems); by limiting waiting periods; and by the avail­
ability of states' affordable health plans. College students would receive transitional 
coverage for 6 months after graduation. People would not lose insurance if their 
health status changes. 

Ii) Clear information on quality, cost and effectiveness of local health care providers, 
medical services, and prudent lifestyle choices will help people maintain good health, 
and when they need to buy services, to obtain them from doctors and hospitals that 
emphasize both high quality and cost containment. 



The President's plan will: 

0 Make health care more accessible by making health insurance more affordable; 

0 Reduce the runaway costs of health care by making the health care system more 
efficient; 

0 Cut waste and excess in the present system; and 

0 Get the growth in government health programs under control. 

The President's plan does not: 

0 Include governmental price regulation or rationing of health care; 

0 Burden small business with new and costly mandates that will stifle the creation of new 
jobs and be passed on in higher product costs and higher taxes for all Americans; 

0 Require massive tax increases like "play or pay'' and national health insurance; or 

0 Threaten poor, older Americans with benefit reductions or premium increases. 



HHS HIGHLIGHTS 
FEBRUARY 1992 

THE BUSH - SULLWAN RECORD 

Under the leader■hip ot Preaident George Buah and Secretary Louis 
w. Sullivan, M.O., th• OepartAent ot Health and Huaan services 
(HHS) ha• aoved aggreaaively to addr••• our nation'• aoat 
pressing health and ■ocial probl .... 

With so■e 250 do■e■tic progra.s, HHS ha■ the federal government's 
largest budget -- accounting tor al■o■t 40 percent of all federal 
spending. The two largest federal progra.s, for example -­
Social Security and Medicare -- are part ot HHS. 

The period since Pre■ident Bush took office ha■ been a■ong the 
most dynalliC in HHS'• history. Allong the highlight■: 

o A coaprehenaive progrua tor refor■ of the nation'• health 
care ■y■te■ that will provide all American■ access to 
affordable health care, reduce the rapid growth of health 
care spending, and a■sure the security and continuity of 
American■' health care coverage. 

o Major new initiatives addressing the problems ot infant 
mortality, i-unization, lead poi■oning, tobacco uae, child 
abu■e and neglect, alcohol and drug abuse, ■inority males, 
and wo■en'a health. 

o A revitalized Food and Drug Administration, the ■oat 
sweeping overhaul of its food labeling regulation■ in over 
fifty year■ , and ■ajor reforms in its drug approval process. 

o A major focus on health promotion and disease prevention via 
developaent and release of "Healthy People 2000," a 
targeted, co■prehensive health promotion and disease 
prevention ■trategy for America, and an increase in funding 
of more than 56 percent since 1989. 

o A new priority on America's children, with funding for 
children'• programs nearly doubled, and creation of the 
Admini■tration for Children and Fuailiea, which collbines 
HHS'• wide array of prograaa for children and fa■ilie■ 
within a single operating divi■ion. 



o Increased support for biomedical and behavioral research, 
with an increase in funding of 35 percent supporting a 
record nWllber of research projects. 

o Greatly intensified efforts on HIV/AIDS prevention, on 
educating the public about HIV/AIDS, and on speeding the 
availability of drugs and services to the HIV/AIDS affected. 

The following pages offer a capsule summary of many, but by no 
means all, of the outstanding accomplishments achieved by the 
Department of Health and Human Services under the Bush/Sullivan 
stewardship. 
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COMPREHENSIVE HEALTH CARE REFORM 

President Bush's program for comprehensive reform of America's 
health care system, announced February 6, 1992, uses market 
forces and incentives to forge a less costly, more efficient 
system and provides access to affordable health insurance for all 
Americans. 

Guaranteed Access to Health Insurance for the Poor -- The 
President's plan guarantees access to health insurance for 
all poor families through a transferable health insurance 
tax credit (certificate) -- available even to those too poor 
to file taxes -- that is large enough to purchase a basic 
health package ($3,750 for a family). 

Insurance security for All Americans -- The fear of "job lock" 
-- where workers can't move to another job without losing 
access to insurance -- is eliminated. Limits on the 
availability of insurance for those with "preexisting 
conditions" are eliminated. 

Reduced cost of Health Insurance -- smaller businesses and 
individuals will be pooled into larger groups -- so they can 
receive the same favorable health coverage enjoyed by large 
employers. Millions of people who now cannot find 
affordable insurance will be helped. 

New Help for the Middle Class -- Up to $3,750 in health insurance 
costs can be deducted from the federal income tax by 
families with incomes less than $80,000. over 90 million 
Americans will receive new assistance for health costs. 

Growth of Coordinated care -- Laws limiting coordinated care will 
be eliminated -- as would costly state-mandated benefit 
laws. The president's plan encourages individuals, 
employers, and health providers to use coordinated care 
systems. 

Informed consumers -- The President's plan will use the power of 
an informed •arketplace to help control costs by providing 
consu.er■ the information they need to choose the coverage 
that beat •eets their needs. 

Reduced ,Adllinistrative costs -- Regulatory reforms will 
streaaline the current paperwork maze and market reforms 
will allow small employers to share -- and thereby 
substantially reduce -- administrative costs. 

Major Malpractice Reform -- A comprehensive liability reform plan 
is proposed to reduce the costs ot malpractice and the 
resulting defensive medicine that burdens the u.s. health 
system. 
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Expanded Services in Underserved Areas -- Many inner-city and 
rural areas have acute shortages of clinics and doctors. 
The President's FY 1993 budget proposes an increase of $105 
million to support 126 additional Community and Migrant 
Health Center sites, 20 more homeless health care grantees, 
and 6 more health grantees near public housing. An increase 
of $20 million is proposed to expand the National Health 
Service Corps to increase the pool of health profess ionals 
serving in shortage areas. 

The President's Plan Will Not: 

Include governmental price regulation or rationing of 
health care; 
Burden small business with new and costly mandates that 
will stifle the creation of new jobs and be passed on 
in higher product costs and higher taxes; 
Require massive tax increases like "play or pay" or 
national health insurance proposals; 
Threaten poor older Americans with benefit reductions 
or premium increases. 

HEALTH PROMOTION/ DISEASE PREVENTION 

Health promotion and disease prevention efforts offer our best 
opportunity to reduce preventable disease, disability, and 
premature death in America. It has been estimated that upwards 
of 900,000 of the 2.2 million deaths that occur each year are 
avoidable. Under President Bush and Secretary Sullivan, health 
promotion and disease prevention activities have become major 
priorities -- the $8.7 billion proposed for FY 1993 represents an 
increase of 56 percent since 1989. 

Healthy People 2000 -- A targeted, comprehensive health promotion 
and disease prevention strategy for the United States was 
completed in September 1990. "Healthy People 2000," a 672-
page document offering specific goals, will serve as a guide 
for policies to improve the health of the American people 
for the remainder of this century. 

Infant Mortality -- The Bush Administration's "Healthy Start" 
initiative represents a major new effort to reduce 
the intolerably high infant mortality rate in the United 
stat••· Demonstration grants targeted to 15 cities and 
rural areas with excessive infant deaths are intended to 
develop techniques for reducing infant mortality rates in 
these areas by up to one-half in five years. Proposed 
funding of $143 million for "Healthy Start" in FY 1993 more 
than doubles the FY 1992 level. 
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''Healthy Start" builds on the already substantial resources 
-- some $5 billion -- HHS is spending under President Bush 
on programs to decrease infant mortality and improve 
maternal and infant health. They include Maternal and Child 
Health block grants, support to Community Health Centers and 
Migrant Health Centers , and the Centers for Disease 
control's pregnancy risk assessment monitoring s ystem. 

Immunization -- In a far-reaching Immunization Initiative to 
address low immunization rates among certain populat ions of 
pre-school children, the Bush Administration is actively 
supporting innovative, comprehensive approaches at the state 
and local levels with the goal of ensuring that 90 percent 
of our children under age 2 are fully immunized by the year 
2000. 

HHS's budget for immunization activities has risen from 
$98.2 million in 1988 to a proposed $349 million for FY 1993 
-- an increase of 148 percent. Among the new approaches 
already being undertaken by the Centers for Disease Control 
are "express lanes'' for vaccinations in public clinics, 
making vaccinations available in hospital emergency rooms, 
and making vaccinations available through the Women, 
Infants, and Children (WIC) and Aid to Families with 
Dependent Children (AFDC) programs. 

Lead Poisoning -- The Bush Administration developed a "Strategic 
Plan to Eliminate Childhood Lead Poisoning," describing 
actions that can be taken at all levels to help eliminate 
this disease within 20 years. New CDC guidelines call for 
less than half of the blood level of lead than previously 
advised. And new efforts are being initiated to screen 
children and remove lead from homes, neighborhoods, water 
supplies, and the air. The Administration has requested an 
increase of 88 percent in funding for lead poisoning 
screening and public education activities for FY 1993. 

HIV/AIDS -- The widely acclaimed "AIDS Prevention Guide,'' 
designed to help parents and other adults give our young 
people the information they need to protect themselves 
againat the HIV virus, was first released in 1989. It is 
only one part of a comprehensive program of HIV and AIDS 
prevention efforts which also include the National AIDS 
Hotline, the National AIDS Clearinghouse, public service 
advertisements, and assistance to state AIDS programs . 

Total HIV/ AIDS spending will increase to $4.9 bil l ion under 
the President's FY 1993 budget proposal -- an increase of 
118 percent since 1989. 
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The appointment by President Bush of the wi de ly admi red 
basketball great "Magic" J ohnson to the Nati onal Commiss ion 
on AIDS presents a broad new opportunity t o educate 
Americans, young and old alike, on methods of prevent i ng HIV 
infection and on developing sorely needed compassion and 
respect for those affl icted with HIV and AI DS . 

Tobacco Use -- Secretary Sullivan has become the nati on's leader 
in the battl e against tobacco use -- the number one 
preventabl e cause of disease and death in America. ASSIST, 
the largest-ever national program to combat smoki ng, was 
launched in October 1991. Its goal is to help more than 4 .5 
million adults to stop smoking and 2 million more young 
people never to start. And a model bill for states to use 
for restricting minors ' access to tobacco was developed and 
released in May 1990. With the President's FY 1993 budget 
proposal, funding for smoking cessation activi ties wi ll have 
increased 42 percent under the Bush Administration. 

CHILDREN AND FAMILIES 

The Bush Administration is guided by the firm conviction that 
America's children are our most precious resource and that 
strong , self-sufficient families represent the basic building 
blocks of our society. Accordingly, the Administration has 
committed itself to a greater emphasis on the needs of the 
nation's children and families. And it is fulf i lling that 
commitment. 

Administration for Children and Families -- In a major 
reorganization designed to fulfill the Administration' s 
commitment to strengthening families, the Administration f or 
Children and Families (ACF) was created in April 1991. It 
combined HHS's wide array of programs for children and 
families within a single operating division with a staff of 
over 2,000 and a proposed budget of $28.3 billion for 
FY 1993. 

Head Start -- President Bush's number one National Education Goal 
is to have every child in America start school ready to 
learn. During the Bush Administration, Head Start, the early 
childhood development program for low-income ch ildren, has 
witn••••d the largest expansion in its history. For FY 
1993, th• President has proposed the largest increase ever 
-- $600 million. Total support will increase to over $2 . 8 
billion -- up 125 percent since 1989 -- and enrollment wil l 
reach 779,000, allowing every el i gible 4-year-old child 
whose parents want them to participate to receive the Head 
Start experience. 
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JOBS Program -- The Job Opportunities and Basic Skills Training 
(JOBS) progra., which assists welfare recipients to become 
self-sufficient, has now been implemented in all 50 states. 
JOBS requires states to provide education, training and work 
activities to welfare recipients. For example, teenage 
mothers who have not completed high school must go to school 
on a full-time basis and child care is provided for their 
children while they attend school. About 523,000 people are 
now participating in JOBS each month. 

Expanded Medicaid Eligibility -- Beginning in April 1990, 
Medicaid coverage was required for pregnant women, and 
children up to age 6, with incomes below 133 percent of the 
federal poverty level. Coverage of children up to age 19 
with incomes below 100 percent of poverty is being phased 
in. And Medicaid demonstration projects are testing 
expanded coverage for pregnant substance abusing women and 
coverage for low income families not otherwise eligible. 

The Early and Periodic Screening, Diagnosis, and Treatment 
(EPSDT) program has been greatly enhanced -- states are now 
required to provide children with treatments for conditions 
discovered during a screening visit, regardless of whether 
such conditions are ordinarily covered by the state program. 
And EPSDT providers are now required to perform lead blood 
level assessments appropriate to age and risk as part of the 
routine screening. If blood poisoning is detected, Medicaid 
must cover the cost of treatment. 

Child Support Enforcement -- A record-high $6 billion was 
collected from absent parents on behalf of their children 
through the Child Support Enforcement program in 1990, the 
last year for which final statistics are available. And 
paternity was established for over 393,000 children born out 
of wedlock, an increase of more than 54,000 over the 
previous year. In an effort to achieve even greater 
progress, the Bush Administration is proposing legislation 
to further expand the effectiveness and efficiency of the 
Child Support Enforcement prograJll. 

child care and Development Block Grants -- This new program, 
begun in Septeiaber 1991, provides financial assistance to 
low-inco■• faailies with a parent who is working or 
attending a training or educational program. The parent is 
given a variety of options in addressing child care needs. 
The purpose of the program is to increase the availability, 
affordability, and quality of child care. 

At-Risk Child care Program -- Established in October 1990, this 
program provides child care assistance to families who are 
at risk of going on welfare if they do not receive 
employment-related child care assistance. 
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Child Abuse and Neglect -- Under an initiative launched in 1990, 
HHS is pursuing aggressive activities to enhance public 
awareness of the problem, to identify knowledge gaps, to 
formulate a research agenda for the future, and to support 
innovative prevention and other service-oriented projects . 

Service Integration -- In recognition of the complex and multiple 
problems of many families, HHS is working with a number of 
states and local communities to better integrate services. 
The goal is to focus on an integrated approach to providing 
assistance which increases the self-sufficiency of families . 

WOMEN'S HEALTH 

A vast knowledge gap exists between men's and women's health -­
how, for example, different disease conditions uniquely affect 
women, and the different prevention and treatment measures women 
require. The Bush Administration has established women's health 
needs as a national public health priority and is moving forward 
with bold, new initiatives. 

Women's Health Initiative -- The Bush Administration has proposed 
the largest-ever study of women's health issues. The 
Women's Health Initiative will, at a cost of an estimated 
$500 million over 10 years, track at least 140,000 women to 
evaluate preventive approaches to cancer, heart disease, and 
osteoporosis. 

Action Plan for Women's Health -- Released in September 1991 by 
the Public Health Service, the Action Plan for Women's 
Health lists the results of a nationwide assessment of the 
priority health concerns confronting women and identifies 
specific goals to be pursued and activities to be undertaken 
by HHS. 

Breast and cervical cancer -- The Bush Administration has 
proposed a 24 percent increase in funding for breast and 
cervical cancer prevention in FY 1993 -- to $515 million. 
These funds will be used to pay for ■aJU1oqrams and pap 
smear• for needy women and Medicare beneficiaries, and 
expand public education efforts on the detection and control 
of th••• cancers. 

HIV/AIDS and Women -- The social security Administration 
publiahed regulations listing symptoms for determining 
disability that, for the first time, take into account the 
fact that HIV and AIDS may aanifest themselves differently 
in women. 
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Disability Benefits for Widows -- The social security 
Administration published regulations allowing widows to 
receive, for the first time, consideration of the same 
factors to determine disability as those used for workers. 

The surgeon General speaks out -- surgeon General Antonia c. 
Novello, M.D., appointed by President Bush, has emerged as 
one of the nation's most powerful voices on behalf of 
women's health. Her no-nonsense approach -- "If you're 
going to smoke like men, you're going to die like men" 
has sparked a new awareness among women of the need to focus 
more keenly on health promotion and disease prevention 
issues. 

OLDER AMERICANS 

our nation's older citizens represent not only a link to our past 
-- but a bridge to the future in the depth of their experience 
and their adherence to the values representing the best of 
America. The Bush Administration is committed to safeguarding 
the interests of our older Americans and to enhancing the quality 
of their life. 

social security· -- President Bush said, in his 1990 state of the 
Union address, "The last thing we need to do is mess around 
with Social Security." Because he has held firmly to this 
commitment, the Old Age and Survivors Insurance fund, from 
which Social Security benefits are paid, remains financially 
sound and will remain so well into the next century. 

Nursing Homes -- Major new federal requirements to improve the 
quality of care in nursing homes and protect residents' 
rights became effective in October 1990. Also in 1990, a 
rule was issued which protects nursing home residents from 
being charged for costs payable by Medicare and Medicaid. 
And regulations requiring, for the first time, nurse aides 
in nursing hoaes to meet training and competency standards 
were issued in September 1991. 

Breast and cervical cancer/Medicare -- Because half of all new 
case• of breast cancer occur in women aged 65 and older, the 
Medicare progrut began helping to pay for mammograms, to 
screen tor early detection of the disease, in January 1991. 
so .. 5.3 ■illion women are expected to receive these 
benefits during the current fiscal year. And Medicare began 
helping to pay for cervical cancer detection in July 1990. 
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Prescription Drug Safety -- so far in the Bush Administration 
the Food and Drug Administration has issued guidelines ' 
intended to encourage drug manufacturers to carry out 
thorough evaluations on the effects of drugs on people over 
age 65; and has issued a rule requiring that information 
about the effects of prescription drugs on the elderly be 
included in the drugs' physician labeling. 

Misleading Solicitations/Advertising -- The Bush Administration 
has cracked down on the deplorable practices of using terms, 
symbols, or emblems to mislead the elderly into thinking 
that solicitations or advertising represents official 
correspondence or endorsement from the Social Security 
Administration or the Health Care Financing Administration 
(Medicare). Under new regulations, violators now face stiff 
monetary penalties for such practices. 

National Eldercare campaign -- Launched by HHS's Administration 
on Aging in December 1991, the National Eldercare Campaign 
is a nationwide, multi-year effort to mobilize the resources 
of a wide spectrum of individuals, agencies, and 
organizations on behalf of older persons at risk of losing 
their self-sufficiency. 

Medicare/Medigap -- The Bush Administration is implementing 
sweeping reforms in the supplemental health insurance for 
Medicare beneficiaries known as Medigap. Beneficiaries may 
no longer be denied coverage because of pre-existing 
conditions if they buy a Medigap policy within six months of 
becoming eligible. One standard benefit package must be 
offered by every carrier that fills in gaps such as drug 
reimbursement. Additional changes will simplify the 
language of policies. 

FOOD ANO DRUG INITIATIVES 

President Bush's goal for the Food and Drug Administration was to 
revitalize -- and restore public confidence in -- the ability of 
the agency to regulate the safety and effectiveness of food 
products, aedicines, and aedical devices. Many of the boldest 
and most aabitious actions in the agency's history have already 
been undertaken. 

Food Labeling -- The aoat sweeping overhaul of food labeling 
regulations in over fifty years was announced in November 
1991. The new regulations will end the confusion consUJ1ers 
now face, eliminate unfounded clai11S, and -- for the first 
time in our nation's history -- provide Americans with the 
clear, true, and understandable infonaation they need to 
make healthy dietary choices. 
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Drug Approval -- Major reforms in the FDA's drug approval process 
were announced in November 1991. Under these reforms 
patients with serious and life-threatening diseases will 
benefit fro• earlier access to important new drugs; 
unnecessary regulatory burdens will be eased; and American 
competitiveness will be strengthened. 

Drug Effectiveness -- In a broad clean-up of ineffective 
ingredients in non-prescription drug products, the FDA 
banned 223 ingredients in 19 classes of products in November 
1990. The ineffective substances banned range from pine tar 
in dandruff products to ox bile in laxatives. 

HIV/AIDS Drugs -- In May 1990, the Bush Administration announced 
the "parallel track" plan for speeding the availability of 
investigational new drugs for people with HIV and AIDS­
related diseases. And in October 1990, the FDA approved 
dideoxyinosine (DOI), the second drug (AZT is the other) 
that has been found to be effective against AIDS. 

ALCOHOL AND ILLICIT DRUG ABUSE 

The toll exacted on health, society, and the economy by alcohol 
and illicit drug abuse is staggering. In the most recent study, 
the cost of alcohol problems in America were estimated to exceed 
$70 billion a year, with an additional $44 billion a year 
attributed to drug problems. Charged with addressing the health 
aspects of alcohol and drug abuse, HHS in the Bush Administration 
has moved forward vigorously with bold new initiatives. 

ADAMHA Reorganization -- The Bush Administration has proposed a 
major reorganization of the Alcohol, Drug Abuse, and Mental 
Health Administration (ADAMHA) which will allow for enhanced 
basic research and more effective targeting of alcohol, drug 
abuse, and aental health preventive and treatment services 
to the people who need thea. 

National Training center -- The Bush Acblinistration announced 
establishaent of a National Volunteer Training Center for 
Substance Abuse Prevention in October 1991. Headquartered 
in Washington, o.c. with five training sites to be 
designated in each of the 10 HHS regions, the center will 
train thousands of volunteer■ fro• around the country in 
effective anti-drug abuse strategies. 

Perinatal Addiction center -- Establishaent of a National 
Perinatal Addiction Prevention Resource Center was announced 
in August 1991. Based in Washington, o.c., the center will 
provide information, training, and technical assistance for 
public policy development related to maternal alcohol and 
drug use, both before and after giving birth. 
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Grants for Addicted Women and Children -- The availability of 
grants was announced in February 1991 for demonstration 
projects to seek effective methods of coordinating medical 
care with drug treatment and other services for Medicaid­
eligible, drug-addicted pregnant women and children. 

Waiting List Reduction Grants -- A $75 million grant program to 
help drug treatment facilities to reduce or eliminate 
waiting lists was begun in 1989. Priority is given to 
applicants that have the largest waiting lists and the 
longest average wait tor services. 

community Partnership Program -- Launched in April 1990, this 
initiative supports some 150 demonstration grants to fight 
alcohol and drug problems through community-based coalitions 
of public agencies and private organizations. 

"Campus" Demonstration Program -- A $68 million program launched 
in August 1991, this program provides funding for 
communities to introduce a "campus" approach in residential 
treatment programs, under which as many as five to eight 
providers using different methods occupy a common facility. 

BIOMEDICAL AND BEHAVIORAL RESEARCH 

Biomedical and behavioral research is crucial in our efforts to 
address many of America's most pressing health problems -­
diseases such as cancer, AIDS, heart disease, and many others. 
The Bush Administration has placed a high priority on 
strengthening our biomedical research efforts and capabilities. 
Funding has increased 35 percent since 1989 and the President's 
FY 1993 budget proposal will support over 24,000 research project 
grants -- a record number. 

Human Genome Project -- The Bush Administration is pushing ahead 
vigorously in support of the ■assive effort to map the human 
geno■e -- literally to understand the infonaation encoded on 
the hu.an chroaosoae. Gen• mapping will help us understand 
inherited disorders and could lead to new strategies for the 
prevention of ■ore than 3,500 diseases of known genetic 
origin, and to a better understanding of other diseases such 
as- cancer, depression, and hypertension. 

Medical tr11taent Effectiveness -- In 1989, HHS created an agency 
to cond\lct a progra• of research on aedical treatment 
effectiveness. This research provides scientific 
inforaation about the moat effective aedical strategies for 
practitioners, consumers, employers, educators, and 
insurers. 
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Public/Private Partnerships -- The Bush Administration is working 
to form a greater partnership between public and private 
research. Laboratories in several Public Health Service 
agencies are, for example, collaborating with industry 
scientists in joint research projects under Cooperative 
Research and Development Agreements. 

MINORITY HEALTH 

There remains in our nation a shockingly wide disparity in health 
status between our white and minority populations. In almost 
every category of mortality, for example, minority deaths are 
greater than those of whites. Since our minorities are 
disproportionately represented among our disadvantaged, many of 
the programs and initiatives mentioned above have their greatest 
impact among these groups. However, the Bush Administration has 
recognized the need to take steps aimed specifically at our 
minority populations. 

Minority Male Initiative -- This new special initiative reaches 
out to young minority males who, as a group, are faced with 
serious health and social problems at rates far exceeding 
the population at large. It provides funding to local 
organizations for efforts to find local solutions to 
specific local problems, and for demonstration projects to 
support innovative programs of outreach and service 
coordination. 

The initiative includes program activities of several 
agencies such as the Minority Male Grant Program, the High­
Risk Youth Grant Program, the Critical Populations Grant 
Program, the Target Cities Grant Program, and the Criminal 
Justice Program. 

Health Training and Research -- The Bush Administration has 
greatly increased activities for the recruitment and 
training of •inority health and bio•edical research 
professional•. Initiative• include recapitalizing the 
Health Profeaaional student Loan Progrua, Minority 
Bioaedical Reaearch Support grants, the and the 
eatabliahJlent of a new federal construction program to 
enable Hiatorically Black Colleges and Universities to 
iaprove their research infrastructure. 

The National . Institutes of Health is developing a 4-year 
plan to increase support for ainority health and training, 
establishing Minority Program Advisory Board, and supporting 
pilot projects aimed at developing new approaches recruiting 
and retaining •inority student• in the health professions. 
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Office of the Secretary 

Washington. D.C. 20201 

March 26, 1992 

Dear Colleague: 

In our continuing effort to keep you informed on the President's 
Comprehensive Health Reform Program, I am happy to send you 
copies of two of the speeches given by Secretary of Health and 
Human Services, Louis W. Sullivan, as well as recent news 
clippings related to the plan. The speeches, delivered to the 
Independent Insurance Agents of America and the South Carolina 
Chamber of Commerce, could prove helpful in providing a clear 
articulation of the President's goals. 

If you have any questions or wish any further information or 
materials, please feel free to contact my office at 
(202 ) 245-1850. 

Enclosures 

Alixe R. Glen 
Assistant Secretary 

for Public Affairs 



U.S. Depanment of Heal1tl & Human Servw:~ 
Office of the Assisu.nt Secrewy fOf Public Affairs 
Speedlwr rting Divis10n 
Washington, O.C. 20201 

"Reforming America's Health Care System" 

Ranarics iJu U.S. Heaith and Human Ser­
vices SecrciarJ Dr. l..uuis Sullivan to the 
South uroiin~ C'1am0er oiCvmmerce on 
F . 1] JOO 'J . r - /· • . S -earwrry - . ___ ,zn1...,u umota . . l.. 

I am delighted to be here today 
to speak about a topic much in 
the news recently and one that ls 
Vitally lmportant to you as busi­
ness people - that Is. reforming 
the American health care system. 
Specillcally. I'd like to talk about 
the plan that President Bush an­
nounced two weeks ago. 

Theme 

to every citizen of our country. 

You have undoubtedly heard 
other proposals which may ap­
pear simpler. But their apparent 
simplicity is misleading. Ifwe are 
to be responsible and realistic 1n 
confrontlng the problems of our 
health care system today. then we 
must acknowledge at the outset: 
there is no one simple answer. no 
i)anacea. no magic wand. no sub­
stitute for sound analysis and 
hard work. 

However. before we can select 
the particular paths. there is a 

tlon.s: We can move toward a na­
tionalized system - which ·.vill 
restrict patient choice 1n picking 
a doctor and force the govern­
ment to rationserVices arbitrarily. 
Or we can reform our own private 
health care system - which still 
gives us. for all its flaws. the best 
quality health care 1n the world. 

Let 's consider each oi the 
alternatives. 

The Democratic alternative 

The proposals which have been 
put forward by Democratic mem­
bers of Congress -whether called 
national health insurance. or ex­

I need not remind you that the 
issues lnvolved ln health care fi­
nancing and delivery are very com­
plex. Accordlngly. the President's 
plan ls comprehensive. It lncludes 
12 different categories of propos­
als , each of which targets particu­
lar problem areas . 

r--■iiiiiiiiiiiiiiiiiiiii--7 panded Medicare. or Americare. 

But at the same time. these 
many separate proposals work 
together in a coordinated way. 
For while details are complex, the 
mission is clear: it is to provide 
affordable health insurance. slow 
the ~rowth in costs, improve ac­
cess and contlnuity of care, and 
make health insurance more 
secure. 

We want to take what 
is fundamentally a 

good system, a system 
that has set the world 

standard in health 
care, and make it 

better. 

l single , greater decision which 
1 must be made. It concerns the 

fundamental direction we wish to 
take. and it is a decision which 

We want to take what is funda- must be made by our citizens as a 
mentally a good system. a system , whole. 
that has set the world standard in I 
health care. and make it better. i The President put this decision 
We want to preserve the benefits succinctly in his recent State of 
that the great majority of Amert- the Union Address. He sald: 
cans enjoy today ... make those 
benefits more affordable and safe 
for the future .. . and extend them 

Really. there are only two op-

or "Play-or-Pay· - have this ln 
common: they would all lead us 
to a government -controlled health 
care system. Some would do so 
forthrightly: others attempt to 
conceal that end. But the truth is 
that each of these proposals would 
ultimately put a government bu­
reaucracy in charge ofhealth care 
financing and health care choices. 

In contrast to those proposals. 
the President would maintain the 
integrity of the private sector in 
the health care area. His plan 
would strengthen the govern­
ment's role in some important 
respects: 

■ it would expand the safety net 
for the uninsured and those in 
need: 

■ it would correct problems in 
the private insurance market. 
making insurance more available 
and secure: 
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■ and it would strongly encour­
age the use of coordinated care, 
which provides workable incen­
tives for high quality. with cost 
control. 

1 able. and no limits would be al- tax returns. Current law allows 
\ 1owed on pre-existing medical for only 25%. 
\ conditions . Insurance coverage 
, would be secure. And workers The President's proposal en-

The President's plan 

would no longer face "Job lock" - courages the use of"coordinated" 
the inability to change jobs for I health care. Under this type of 

' fear oflosing access to insurance. i arrangement. insured indtvidu-
. al.s w1ll enroll in a program in 

Insurance affordability would : which they may choose their own Fundamentally. however. the 
President's plan differs from the 
Democratic plans because it 
would protect consumer choice 
and private market mechanisms. 
And it Is these private structures. 
not government promises or wish­
ful thinking. that are truly the 
best hope for the future of our 
health care system. Ifwe want to 
achieve the right balance of cost. 
quality and access for our citi­
zens. then it makes sense to leave 
as much choice as possible in our 
citizens' own hands. to make the 
decisions that are best for their 
own circwnst.ances. 

Let me briefly re-cap some high­
lights of the President's plan: 

I'll start with the most impor­
tant element for businesses -
particularly small businesses. The 
President's plan would revolution­
ize the way health insurance ls 
offered, establishing "risk pools: 
so that smaller businesses and 
individuals can enjoy the more 
favorable health insurance tenns 
that larger businesses enjoy. 

al.so be enhanced by limits on ' personal doctor, who, in tum. w1ll 
i premium costs. Altogether, the ; coordinatethecaretheymayneed 
; savings fromsrnallmarketrefonns '. by other medical specialists . or 
1 will mean lower premiums for , particular health care facilities . 
I small companies. · 

Not only has this method of 
There would be new health in- service delivery proven more af. 

surance credits and a new tax : fordable. it also enhances the con­
deduction would benefit more ' cept of the "family doctor· in 

! than 90 million Americans . To- ! medical practice. 
1 gether. these provisions would ! 
I make health insurance available I The President's plan includes 
I to those with low incomes. and ! malpractice reform. It also in­
I make insurance more affordable : eludes initiatives to reduce ad­
I for those with middle incomes. I mirustratlve costs and insurance 

For example: paperwork. and increase flex1bU­

If the tax credit were fully in 
effect today, a family of four, with 
adjusted gross income up to 
$14,300, would obtain the maxi­
mum credit. enabling them to buy 
$3. 750 of health insurance. 

Likewise, a family of four. mak­
ing $60.000 but without em­
ployer-sponsored health 
insurance, could take the full tax 
deduction of $3,750. providing 
aboutSl .050 that would help with 
the purchase of insurance. 

lty for state Medicaid pro~rns. 
In the 1993 budget released two 
weeks ago. major expansions were 
al.so proposed for cllnics and pro­
viders in underserved areas as 
well as new resources for disease 
prevention activities. 

We would do this through a 
mechanism called health insur­
ance networks. And we would 
ellminate those burden.some state 
mandates imposed on health in­
surance policies. which drive up 
the costs of premiwns and re­
strict competition. 

States would be required to de­
velop a basic health insurance 
packaie which could be pur­
chased with the tax credit. At the 
same time. consumers would be 
free to purchase alternative in­
surance. if they preferred. 

Flnally. we propose to improve 
con.swnerinfonnatlon. The Presi­
dent's plan envisions "blue books" 
of information comparing costs 
and quality of care provided by 
physicians. hospitals , clinical 
laboratories. and other health care 
providers. 

Conclusion 

These are the elements of the 
President's proposal. They in­
clude fundamental reform of the 
insurance market to en.sure avail­
ability and affordability. They 
provide access for all poor fami­
lies. and support for middle-in­
come familles in the purchase of 
health insurance. And they en-

Health insurers would be re­
quired to provide covera~e to all 
emplovers reguestln~ It. Cover­
age would be guaranteed. renew-

Self-employed persons are 
helped in the President's plan by 
being able to deduct 100% of the 
cost of health insurance on their 



courage the growth of coorcilna ted 
care. with its incentives for qual­
ity plus cost control. 

Most importantly. they rely on 
the free market system to con­
tinue to provide the finest health 
care in the world. 

In the weeks and months to 
come. the United States will be 
answering a fundamental ques­
tion: Will we turn to government. 

subjecting our health care sec­
tor to the whims and vacillations 
ofbudget.s and bureaucrats? Or 
will we maintain our mixed pri­
vate / publlc system. drawing on 
the best strengths of the prtvate 
market? 

Stated another way. the ques­
tion becomes: How many Ameri­
cans would tum in the prtva te 
sector coverage they have today 
for a government-run system? I 
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believe the answer to that ques­
tion is self-evident 

And on that note. I would be 
happy to entertain some ques­
tions from you. 

Far rqmnts of this or a.rry othtr spucn by 
Or. Sullit•a.n, con ta.ct Cliff Lorick. Di red or 
of Spmhwriting, at 202-245-7470. 
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"What's at Stake in Health Care Reform" 

Remarks by U.S. Health and Hurmm Ser- · most would be left wondering what : through Illinois, and came across a 
vices Sei=:et:n-.:1 Dr. Louis Sullivan lo t_he · it is.) man chopping wood. He said to the 
lndepena.mc lnsuranceAgentsof Amenca ' man, "That looks like a prettv old ax 
on .\1arch 23. 1992. in Washington, D.C. And so it is with health care re- you've got there." The m~n said, 

form. We must not leave the public "Yes, it used to belong to Abe Un­
wondering what the debate is all coin." The antique collector said, "It 
about - what it is they would be ' doesn' t look that old." And the man 
getting under the various proposals. said, "Well, it's had four new handles 

and two new heads since Lincoln 
As businessmen represented in ' owned it.") 

every community, every congres­
sional district across ,-\merica . inde­
pendent insurance agents are in a 
position to educate other business- · 
men, government officials, and the 

While some of the Democratic pro­
posals might purport to work within 
the current svstem, the truth is that 
we would e;d up with something 
completely different fro m what 

I am del ig hted to be with vou to­
day. It gives me an o pport_;nity to 
reinforce the Bush Administration's 
commitment to maintaining a s trong 
private health insurance system in 
the Cnited States. It also gives me an 
opportunity to challenge you - to 
ask vou to redouble vour efforts in 
edu~Jting the American people at 
the grass roo ts about the stakes in­
volved in health care reform. r--■iiiiiiiiiiiiiiiiiiiii■-7 Americans have come to en joy and 

The challenge in health care reform 

One of the greatest challenges we 
face in implementing the President' s 
plan is that most Americans do not 
fully understand the jargon - and 
some underlying concepts-behind 
the health care debate. 

For example, we've seen a number 
of polls purporting to show that 
Americans might favor "national 
health insurance." But further inves­
tigation reveals that respondents to 
those surveys do not know what na­
tional health insurance really is - it 
just sounds like a positive concept to 
them. Because when some of those 
same pollsters conduct focus groups, 
then explain that national health in­
surance means government-run med­
icine, support declines dramatically . 

(I suppose it would be like a poll­
ster asking, "Would you favor elimi­
nation of the exclusionary rule if it 
would reduce crime?" I'm sure a 
large percentage would say, 
"Well...sure .. .Iguess so." Individual 
respondents may or may not favor 
eliminating the exclusionary rule, but 

Let it be understood: 
the proposals which 

have been put forward 
by Democratic mem­
bers of Congress .. . 
would lead us to a 

government-con trolled 
health care system. 

public at large about what the vari­
ous proposals would lead to. 

What the alternative proposals 
would mean 

Let it be understood: the proposals 
which have been put forward by 
Democratic members of Congress­
whether called national health insur­
ance, or expanded Medicare, or 
Americare, or "Play-or-Pay" - all 
have this in common: they would 
lead us to a government-controlled 
health care system. 

(I am reminded of the story of the 
antique collector who was travelling 

expect in health care. For ultimatelv, 
we would put a government burea~­
cracy in charge of health care financ­
ing and health care choices. 

The President's alternative 

Fortunately, President Bush's 
health care reform plan offers an al­
ternative: better access to health in­
surance for all Americans, heal th care 
security, affordability, and choice. 
Americans must understand what it 
will mean for them: 

The middle class - families with 
incomes up to S80,000-will get help 
through a new income tax deduction. 

For poor families, the plan guaran­
tees access to health care through a 
health insurance credit. 

Self-emploved persons would be 
able to deduct 100% of the cost of 
health insurance on their tax returns. 
Current law allows for only 25 %. 

Securitv is provided by assuring 
that no one will lose insurance cover­
age when they change jobs or get 
sick. The insurance market would be 
reformed so that persons would not 
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be excluded because of preexisting and the long term. 
illness once they have coverage. 

sector coverage they have todav for a 
government-run system? · 

Smaller businesses, and individuals, 
will be able to pool into larger groups, 
so they can enjoy the more favorable 
insurance terms available to large 
businesses. 

Systems of" coordinated" healthcare 
will be encouraged so an individual's 
personal doctor will coordinate their 
care with other medical professionals 
or facilities. improving quality, reduc­
ing costs, and reinforcing the concept 
of the "family doctor." 

In January, the Department of Labor 
released an independent study-con- Cenci usion 
ducted under contract bv the Urban 

I Institute and the RAND Corporation The stakes involved in the health 
; - on the real effects of pay-or-play. care debate have been overly charac­
. Based on the 7 percent payroll tax teriz.ed in the media in political terms. 
I being proposed in the leading Demo- I In reality, the stakes are much higher, 
! craticbills,here's whatthestudyfound: for they embody what we hope to 
I become as a societv. 
! ■Employerswouldincurnewcostsof · 
; almost 530 billion. The burden would ; The stakes include ideology and phi­
'. fall especially on small businesses. For ! losophy-whetherwe want to remain 
' many, this would simply mean closing I true to our commitment to choice and 
; shop - and eliminating jobs. the private sector in health care deliv-
' . ery, or run counter to our long success 

The President's plan includes mal- \ ■Even with the new tax on payroll for with it by starting down the muddy 
practice reform. It also includes initia- : employers who chose it, the vast new road of centralized planning. 
tives to reduce administrative costs ! public plan would cost more than the 
and insurance paperwork. and increase ! tax would bring in. An additional 536 
flexibilitvforstate Medicaid programs. billion subsidy would be born by the 

Some charge that the President's plan 
is too complex. Yes, the issues in­
volved are complex, so the President's 
plan is comprehensive. 

But while details are complex, the 
mission is clear: We want to take what 
is fundamentally a good system,asys­
tem that has set the world standard in 
health care, and make it better. We 
want to preserve the benefits that the 
great majority of Americans enjoy to­
day ... make those benefits more af­
fordable and safe for the future ... and 
extend them to every citizen of our 
country. 

The Pay-or-Play alternative 

Let me return briefly to one of the 
Democratic proposals - the one 
known as pay-or-play, that would 
mandate employer-provided health 
insurance benefits. Your staff sug­
gested that I discuss this, because as 
small businessmen yourselves, you 
have personal concerns about the ad­
verse consequences of this proposal on 
smaller businesses. We share those 
concerns - both for the short term, 

general taxpayer. The newplan would 
represent a 130 percent increase over 
spending on the current public pro­
grams it would replace, notably 
Medicaid. 

■The public plan would grow to cover 
112million people, or more than half of 
our non-elderly population. It would 
be more than three times the size of 
Medicare. 

■Fifty-two million people now cov­
ered underemployer-sponsored plans 
would lose their private coverage as 
employers chose to pay the new tax 
rather than maintain private insurance. 
More than one-third of those who now 
have employer-supplied private insur­
ance would be shifted to the govern­
ment-run plan. 

In sum, pay-or-play would not be 
good for the insurance industry; it 
would not be good for businesses and 
the economy in general; it would cre­
ate a new out-of-control government 
bureaucracy; and -most importantly 
-it would be detrimental to the health 
careofourcitizens. Howmany Ameri­
cans would want to tum in the private 

1bestakesalsoinvolveoureconomic 
well-being-whether we can reduce 
the growing drain on our national fi­
nances and still continue to provide 
quality care. 

And thes takes are societal-whether 
we can efficiently provide a basic hu­
man need for all our citizens, or whether 
we are going to have a growing chasm 
between the haves and the have-nots 
in health care. 

For all these reasons-as well as for 
your own self-interest as an industry 
-!implore you to help us in educating 
the public about the issues involved in 
the health care debate, and what the 
various proposals will mean for every 
American. 

President Bush and I ask you to do 
this individually in your respective 
communities, and collectivelv as the 
Independent Insurance Agents of 
America. 

Thank you, and now I'll be happy to 
entertain some questions. 

For reprints of this or any other speech by Dr. 
Sullivan, contact Cliff Lmick. Director of 
Sparhwriling, at 202-245-7470. 



Sullivan promotes Bush health plan in R.I. 
HHS secretary 
offers praise for 

Women & Inf ants 
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PROVlDE.'KE - Sec~w-y ot 
Health and Human Services Louu 
w. Su1livan came to tow-o Y~Y 
touti!l& ~dent Bulb", compre­
hena~ hwtn~ packa&e. &Del 
~l&mm& the Oemoc:"at1c-o:>0troUed 
u:>alTfSI for OOl ,pe!1din& t00Uib 
to reduct 1otant mort&llty. 

Dr. Sullivan toured the ,pec:i&.1-
can our,ery of Women • tnla.otl 
H~t&I whe~ •~ S! beci• -
mOlt ,oro pn!ma.tUnly - are pe­
t1eats. 

Ounog the ZO.m1nute tour. Suill· 
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Cabinet member touts 
Bush health plan here 

8 Y CHRIS LAWSON 
Su.If Writer 

America needs an overhaul 
of 1u health care system. but 
:nass1ve chances a.nd addi ­
:1 ona l government bureau­
cracy are not the uuwer. ac­
c::irding to said Dr. Louis P. 
Su llivan . the secretary o ( 
Health and Huma.n ServiceJ. 

Sull ivan spolte to more than 
150 Greene County business 
leaders. health pro(es.sion.als 
and politic1a..n, at a breakfa.st 
1esterday at G~ne ~emor1al 
Hosp1t.al in Xenia. 

"There is enough money in 
ou r current health care sys­
tem, " Su llivan told the crowd. 
"We just nee<i to spend it more 
wise ly. We don ' t need the 
heavy hand of covernment bu­
reaucracy smotherinc the ere­
ati Vl ty th.at made our ~tioo 
number one in the world." 

The nation's leadinc health 
care administratQr wu in the 
area yesterday to 1'9Ceive an 
honorary doctorate decree 
rrom Central State Uni .. rsitJ. 
Su!llvan overseu the (ederal 
department respon.a ible for 
health. wel!an, (ood and druC 

We don't need the heaV'f hand of governmem bureauc;ac'I 
smorhenng the creativif}t that made our nation numcer :rie 
in the world. 

sa!ecy, medical research and 
income secunty proeram.s. 

Sullivan went to the Greene 
!llemorial breakfast to pltt:h 
Pr esident George Bush' s 
health care re form packace 
before traveling to Central 
SI.ate. 

Flanked by U.S. Rep. Dave 
Hobson <R-Springfleldl and 
hospttal president Her:nan 
~eoapace. Sullivan spent 
more than an hour de(endiOl 
the pruident'J plan to ~vamp 
the current sy1tem and de­
nouncinc other plan1 eur­
l'e'DtiJ before Concresa. 

wit WU A terrine opportwtity 
to hear what the president'J 
paeiace is all about," said 
Menapace anerward1. "Or. 
Sulllnn ..,,., able to 1lve ~ 
some insl&ht lntQ a very com­
plex problem.·• 

Louis Sullivan 

Sull ivan said :he presiae!'lt' s 
plan for health care ~e :·or:n 
capit.alizes on the streq~!'ls of 
the current system and ; t~eam -
1 ines the way prov 1de~s ::o 
business. Cost contai!'lme::t :s 
a key tn the president ; : :an 
and Sullivan satd :hat :.1n ·::i e 
achieved through such ::.1t1a• 
tives u reduced acm1:1:;tra­
tive costs and standardized 
b11l inc. 

He warned that massive 
structural chances - sucn as 
i mp lement ing a nation a l 
health care policy or oth e r tu 
increase-based proposa ls -
could spell disaster for the 
health care industry . 

"We don 't need a govern­
ment bureaucracy man aging 
our health care system.·· he 
said. "We have the most ad -

Tan '4 pace l 

Sullivan . .. 
CoaUa11ed from pace 1 

vanced health care system in 
the world. What we nHd to do 
is to preserve the strenath of 
that system. but contaJn costs 
in order to make health care 
affo rdable and accessible to 
all 250 million people in 
America." 

Sullivan said the president 
has a rour-pronaed approach 
to solvlna the nation's health 
cart woes: broaden access of 
available coverace; increase 
the security o( existtna cover­
ace; make care more afford• 
able: and pre1erve the element 
o( cholc• within the system. 

Currently, health care costs 
are 12 percent of America 's 
Grau National Product CGNP), 
Sulllvan said, or around S800 
billion. In 1~. h.ealth care 
accounted ror 5.5 percent or 
the GNP. lndlcatln& c:oau are 
continulna tQ spiral out of con­
trol. 

·•tr we don't chan,e the sys­
tem. that ncure will reach 20 
percent o( GNP by the year 
2000." he sald. ·•we can't afford 
that." 

Sullivan said America is 
tops in terms o( per capita 
health care c:overace £or its' 
citizens. More than S2,700 is 
spent, on averace, for every 
American. However. more 
than 13 percent or American., 
have no health lnsura.oce. 

The president's plan would 
include health insurance 
credit vouchers (or people 1iv­
in1 at or below the poverty 
level. 

"The vouchers would be su(­
fic i ent to purchase basic 
health insuranc• coverace," 
Sullivan said. "More than II() 
million Americans would ben• 
eflL" 

Other elemenu of the presi• 
dent's plan Include malprac:• 
tic:• reform and capa on dam­
aces people can receive from 
malpractice suita. 

"There is too much money 
beinc spent on defensive 
medicine. close to 120 billlon 
to S30 billion a year," he said. 
"We've also cot to promote 
ways to unc:loe th• couru." 

Other lnltlatlua that 
Sullivan and the pruldent 
hope to pursue are standard­
ized billlD.l to reduce paper-

worlt and expansion of primary 
care clinics in loc a l 
communities. Sullivan said he 
also supports major lifestyle 
chances in all Americans. 
Smoltin1, alcohol abuse and 
lack o( physical exercise are 
killinc too many people. he 
said . 

"Much o( the injuri es and 
illness are caused from our 
lifestyles," he continued. 
"Medicine ha.s been cominc in 
atler the house has caught fire. 
We want to prevent the nre in 
the first place." 

The ltey to solvinc the cur· 
rent health care problem. he 
said. is to support increment.al 
ch&ZlCts in the system, not 
massive reform. He said the 
president's plan would virtu• 
ally pay for it.self throuJh cost 
savtnp and reform. 

Greene Memoria l', presi-
dent •creed· 

"There's no question that 
there is coinc to be a :naior 
overhaul" Menapace satd. 
"However. I prefer the idea of 
tryin, to take the ills out of the 
present system. Let's clean 
those up before we do a mas­
sive restructurin&." 

. .. 
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Sullivan pitches plan 
at Greene Memorial 

HHS secretary shuns more government bureaucracy 
Ry CHRIS I,,\ WSON 
Slaff Wrllf•r 

Am «-ri c11 ne«>cl!'. 1111 overhnul 
of il :i; he111lh cnre !'ly :i; tem, hut 
mn11sive rhnn,te !'I nml 11ddi ­
liorrnl ~ov«>rnm e nt bure1111c- rn ­
d«-s 11re not lh«> 1111swer, snid 
Dr. Lo uis P. Sullivnn, the sec ­
rc•tnry or 11«-nlth nnd 11111111111 
St-rvir«-!'I . 

S11llivn11 spok«- to more ttum 
1:;o <:r«-ene County bus iness 
l«-ncler11, h«-nllh professlonnls 
rmcl politicinns at 1111 e 11rly 
rnornin~ speech yesterdny nt 
<:reen e Me mori11I llospitnl in 
X«-nin . 

"The rr i11 f'11011gh money in 
c•ur current henlth c11re sy11 -
t.-111," Sullivnn to ld the crowd. 

"""'o fir O """'"°"' 9oo1,., 

Loul11 S•llln■ 

" We just n.-e d to spend It more 
wi11rly . We don't need the 
hen vy hnnd or ,t•tvP.rnme nl bu­
r«-n11c-r11ry :i:mothrring the c re­
nti vily thnt mnde o ur nation 

number one On terms of health 
care> In the world." 

'!:~~Ion's leadln1 health 
ca nlatrator was In the 
Mlam Valley Tuesd11y lo re­
celYe an honorary doctorate 
degree from Central State 
UniYersily. 

A~head of HHS, Sullivan 
ovettees the federal 11ien~~ 
responsible for the major 
health, welf11re, food and druc 
saf9ty, medical research nnd 
inctome security progrnms · 
se"lng more than~ million 
Arn,rlcans. 

Stlllvan came lo GM H lo 
pi~h President George Bu!'lh's 
health care reform package to 

Greene County leaders before 
traveling to Central St.le. 

Flanlled ~ U.S . Rep. David 
L. Hobson, ft -SprlngOeld, and 
GMH Pt-.ldent Herman 
Menapace, Sullivan spent 
more tbao •n hour defendln« 
the presidef.tl'a plan to revamp 
the current system and de­
nounclnc opposition plans 
curre:1lly before Congress. 

"It was• terrine opportunity 
to hear what the president's 
pftckage Is ,.11 about," said 
Menapace, a Beavercreek res 
ldenl. " Dr. Sulllvan was able 
to give us 94fne lnsl1ht Into a 
very complex problem." 

Sullivan said the president's 
plan for health care reform 
centers on c•pllallzlnt on the 
strengths or the current system 
and streamlining the way 



l..-nllh c-nn· provid"rs clo husi 
., c ·,,<: I c-011lni1111wnt is II k"Y ,, ... . 

it1 11.,. prc•!ddc-nt's pl1111 111111 
<: ,tlli,·nr, s11id lh11t i:~11. ~H• 

I · .,.,.,1 throu,:h surh 11111111 
. , . tit • • 
· , ·t<: rrducrd 11ilm1111str11 ,,, ..... . . . 
ti,·•· ,·ns ls ;11111 sl11nd11rcl1z('d 
t,tll lllf!S 

lie- 14,nrn"d thnl mnssive 
•. 1, 11.-turnl rhn11~('S su~h 11s 
I II 'I ,1 , . Ill,. 11 f j 11 ~ II II II t 1 0 II II I 
f..-nll h rnr(' pol iry nncl/or oth"r 
'"' i11rrrns" hnscd JHOposnls 
, 11111,1 "1'"11 clis11sler for the he­
t,·:-ot!UNc•d i11d11stl)' . 

" \Yr don 't need 8 govern -
11.,.111 h11r"1111<· rncy mannging 
,.11 r """"" rnrP system," hr. 
<nirl " Wf' hnve the most ncl -
1·n11n•1l henlth rnre syst.-m in 
tlw worhl. Whnl we need lo do 
i< ,,. prf'sNve the stren~th of 
thnt syslf'm, hut rontain costs 
ht order to make health care 
11fTnrd11hle And accessible to 
11II 250 mllllon people In 
Amf'rlr11." 

Sulllun said the president 
111,, 11 four-pronged approach 
111 solvln,c the n11tlon's health 
r11rf' woe!I: hro,ulen Access of 
n1·11il11hle rover11ge; increAse 
1hr !lf'rurlty of ellisting cover ­
ntr, m11ke !IUch care more 11f­
l11ril11hle; and preserve the el ­
rrnrnt of rhoire within the sys­
lrm 

c ·urrr11lly, ht>Alth c11re costs 
nrr 12 pt-rc.-nt of Amt-rlcn·s 
c; rnss N11tlon11I Product, 
S11lliv1rn !lllid, or around $800 
l1 illio11 In IP60, he11lth rnre 
n,·rnunlt>d for 5.6 percent of 
c;NI'. in<lic11ling costs Ar<' con 
ti1111i11~ lo !1pir11I out of ronlrol. 

' 'If Wf' ch>11 't d1n11~f' 1hr .-:y.-: 
lrm. lhnt fi,?11rr will rr nch 1.0 
pf'rc rnt of c;N I' hy llw ~·rnr 
11100," lw .-:nicl " Wr c·n1i'I afford 
thnl " 

S11llivn11 snicl Amr.ri c n is 
1111mhrr one in lerms of pf'r 
c- 11pit11 henlth cnre coverngt> 
for its' citizens . More thnn 

$1.,700 i.-: s111•11l, on nvrrnr,r, for 
c-vf'ry Americ-an . Tho.-:f' figures 
c•Kcred thr 1111ml11•r two c-01111 
I ry hy mnrr lh,111 40 pf'rr f'nl. hf' 
;uh.Jecl. 

llowrver . despit e those 
numbers, more thnn IJ pe r • 
r ent of Americnns are wilhoul 
nnv health insurnnce at all. he 
sni<I . 

. . 
The president's plnn would. 

include insurance credit 
vouchrrs for people living 111 
or below 1111' poverty line. 

"The vourhers would be suf. 
ficient lo purchase basic 
health insurance coverage," 
Sullivan said. "More than 00 
million Americans would ben­
efit." 

Other elements of the 1 
dent's proposed plan in• 
malpractice reform nnd 
on c.l11mage.-: p eoplt> roul 
ceive from malpr11clice s11 

"There is too much 11 

being spent on c.lefe 1 
medicine, close lo $20 I· 
billion a year," he said. "\ 
also got to promote ways I 
clog the courts (with u • 
sonable malpractice> suit · 

Other Initiatives 
Sullivan and the presi 
hope to pursue are slan• 
lied billing In order to rr 
paperwork and ellpansi• 
primary care clinics in 
communities. Sullivon so · 
also supports major llfes 
changes in all Ameri• 
Smoklnl, alcohol abuse 
lack of physical exercls• 
k;lllng too many, he said. 

"Much of the Injuries 
Illness are caused from 
lifestyles," he said. "Med 
has <too onen> been comi 
aner the house has caught 
We want to prevent the fi 
the nrst place." 

The bottom line to sol 
the current health care 1 
lem, he said, Is to suppo1 
cremental changes to thr 
tern, not massive reform 
said the president's 
would virtually pay for i 
through cost savings an, 
form. 

Greene Memorial's p · 
dent agreed. 

"There's no question 
there Is going to be a n 
overhaul " Menap11ce f 

" However, I prefer the id• 
trying to take the ills 01 
present system. Let 's c 
those up before we do a 
sive restructuring." 
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Sullivan: Bush proposal 
cures health care system 
3y Geraldine A. Collier 
Sr..atT RePOl"..er 

With an eye on the pnmary Tues­
day in :-iew Hampshire. President 
George Bush's chief spokesman on 
health issues hopscotc:1ed across 
'.\fassachusetts yesterday. 

Tout:ng his boss 's health care 
plan beiore heading north for simi­
lar appearances tn the Granite 
State this weekend. Dr. Loui..1 W. 
Sull ivan, U.S. secretar/ of Health 
and Human Services. compared 
Bush's plan with several different 
plan., offered by Democratic candi· 
dates. 

'CORMCT T1ft Dll'1CtllMCID' 
Bush's plan "would corT"ett the 

deflciencies in our health system,'' 
Sullivan told about 100 people 
gathe~ for a speech spon.,ored by 
the Won:ester Area Chamber o( 
Commen:e. He said the variou., 
Democratic p lans ''would get rid of 
the system." 

Sullivan, who spoke earlier in 
the day in Boston. said the plans 
otTe~ by the Democratic candi­
dates would all lead to a govern­
ment-controlled health care sys. 
tem. "E.ch of those proposals 
would ultimately put a 1ovemment 
bureaucracy in char1e cf health 
care financing and health care 
choice,," he said. 

HOT TOPIC 
Health -insurance has become a 

hot political topic since November 
when a Democratic candidate for 
the U.S. Senate in Pennsylvania 

Louis W. Sullivan 

rode to an unexpected victory on 
that issue. Many unemployed have 
lost their health care covera1e 
alon1 with their jobs. Others fear 
they will be left unprotected, if 
they become unemployed or are 
employed by companies that do not 
otTer health benefits. 

A variety of sugestions have 
been put forth by the Democratic 
candidates, ranlin, from Sen. Paul 
Tsongas' plan invomns care under 
a mixture of government and pri• 
vate insurers to former C.Iifornia 
Gov. Jerry Brown's wish to adapt 
wholesale the Canadian system of 
national health care. 

Plans offered by Iowa Sen. 

Thomas Harkin, ~ebraska Se:1. 
Robert Kel'l'ey and Arkansas Gov 
William Clinton vary in detai l. ':iut 
focus on government prov1s1on -,i 
health care coverage ior all. 

Bush's plan would : 

• Require health insurers :o 
provide coverage to all employers 
requesting coverage for their em• 
ployees. with no limits allowed on 
pre-existing medical conditions. 
but limits on premium costs. 

• OITer new health insurance 
c~it.5 and a new tax deductlon 
that would allow low- and moder­
ate-income people without employ­
er-sponso~ insurance to buy 
health insurance. 

For example, a family of four, 
with adjusted iJ"OSS income up to 
$14,300, would obtain the maxi­
mum credit, enabling them to buy 
$3,750 of health insurance. 

l'UU DIDUCT10N 
A family of four. making $60,000, 

could take the full tax deduction of 
$3,750, providinl about Sl,050 that 
would help with the purchase of in• 
surance. 

• Require states to deve lop a 
basic health insurance paclcaie 
that could be purchased with the 
tax credit. 

F lnancin& this and other changes 
in health care provision would be 
underwritten by ~ucin& the rate 
of increased costs for government­
sponsored Medicare and Medicaid 
plans over several years. said Sulli­
van. 

.. 
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Health-care reform 
moves a step closer 
Sullivan: Administration will cooperate with Democrats 
By NORM BREWER 
Gannell Newa Servtce 

WASHINGTON - The Bush ad­
mlnl!tratlon stands ready to work 
with Democrats In reforming lhe 
current health care system, Health 
and Human Services Secrelary Lou ls 
Sulllvan pledged Tuesday. 

Some members of the Senate Fi­
nance <:ommlllee charged lhal Pres­
ident Bush's plan. which would bo­
slcally preserve the current system, 
wlll fall to control costs or ensure 
access. Dul Sulllvan warned the sen­
ators against discarding lhe health 
Insurance system the nail on now has, 
even though II has some flaws. 

The upshot seemed lo be Im­
proved chances In Congress for legls­
lallon designed lo make Incremental 
lm1novemenls lhls year, bul not for 
major reforms lhRI some lawmakers 
belleve are crucially needed. 

Sen. John Chofee. R-R.1 ., asked 
Sullivan If lhe admlnlslrnllon would 
work on proposals lo reform small 
group Insurance, care ror pregnant 

women and young children, gJve de­
ductions to self-employed tupayers, 
tighten management of care to hold 
down costs, and provide money for 
community health facllllles. 

"I would be very anslous lo do 
just that," Su Ill van answered. 

Sen. Lloyd Bentsen, D-Texas, the 
panel's chairman. also set a rela­
tlvely cooperative tone, saying lhe 
Bush budget has "unexpectedly gen­
erous Increases" In spendln& for 
maternal care and " remarkably 
small cuts" In Medicare, Medicaid 
and Chlld Welfare Services. 

"The administration seems lo 
have seen the light, or perhaps II 
anticipated the heal, and look sleps 
to avoid an unpleasant confrontation 
In an election year," Bentsen said. 

Ben~n and Sen. Oave Duren­
berger, R-Mlnn .• have proposed Im­
proved care for pregnant women 
ond children and lnsuronce reforms. 
The loller would set slnndards for 
what a basic health pollcy must 
cover, llmll costs paid by policy hold­
er.i, and restrict when o pulley could 
be canceled. 

Whlle Bentsen and Sulllvan ma)' 
find themselves negotlallng, the ad­
mlnlslrollon remains a long way 
from the kinds of major refo~ 
being pushed by more liberal seO­
alors. • 

Central to 
Bush's plan Is gJvlng 
lower - Income 
workers a tax credit 
to help lhem buy 
health Insurance . 
Sulllvan portrayed 
lhel BS up lo Sl.2~0 
for an lntllvldual 
and SJ,750 for a 
family. 

SULLIVAN But Sen. John 
Rockefeller, o .w .va., said frullful 
negotlallons cannot he expected un-
111 lhe nclmlnlslrallon becomes more 
candicl . 

Only someone wllh 11houl Sti. 7SO 
annuul lncom~ would (fUUllfy for the 
full lRX crec.111, Rc .. ·kdellersaltJ. 

Of lhe perh111JS 37 million Amerl • 
cnns who do nol have insurance. onty 
14 mllllon or lht"lll Wolllcl •11111llfy for 
the rull credit . he salll . 

Wi\sh. Pust; 2-2A- . 

li'llA Urged lo 1r~al 
1«•hacr.o as llru~ , 

As:1odaled Pr~s~ -A <i 
Three prominent heallh or1tan­

iza11011s said yesterday that they 
want tobacco lo be considered an 
addictive drug and regulated hy lhe 
food and l>rug Administration. 

"The heal I h of the American pe<>· 
pie can no longer be sacririced for 
the profits of the tobacco industry," 
the presidents of the Amem:an 
Heart Asaociation, the American 
tung Association and the American 
Cancer Society said in a teller lo 
President Bush. 

MU tobacco is lo remain on the 
market, it should he treated for 
what it is, an addictive drug," saitl 
the leller, adding that ngarelle 
smoking is responsible for morr 
I han 400,000 lJ .S. deaths .1111111ally . 

The FOA is an aicecu:y of tht• 
lleallh and lluman Services Ile· 
partmenl, where Secretary 1.ouis 
W. Sullivan has been an m11s1,01ke11 
nitic of smoking. l>1•11artnw11t of­
flruls had no rommt'nl about the 
rail for Fl>A regulation. 



President Bush 4's Comprehensi,·e 
Health Reform Program 

Tv leaf ·,.,l[h rhe ihvrrcomings of the current C.5. health care system. President Bush has prooos<!d 
.i .:ompreitensive reform pacl<age that would offer tax credits and deductions to low- <Jnd 
middle-income -tmericans to purchase private insurance. reform smail market insurance 

to ensure availability and porrabiiiry of insurance. ailow creation of Health Insurance St!n•,,ori.: s .-0 

,.ii/ow sma/J businesses and nonprofit or5ani::arions ro pool their purchasing power. 
reduce ,.idministrative costs . .:ind control rhe growth of governme111 heairh programs. 
C vmbined. rite proposals would build on the strengths of the present private1public 

system and preserve consumer choice and f ree market discipline. 

T:1e J r.-re;:e:ned stamt:cs docu­
~e:rnng :he conc: ;,1s lbout the L . .S. 
he:rnh c:ire 5ystem have by now 
:iee;::ec :nto :he national .:onsc1ous­
ness. About l.: ;,ercent of the gross 
domestic ;:,reduct 1GDPl 1s spent on 
heJ1th c:ire. 1nd trus figure :s project­
ed :o re:ich 16 percent by the year 
:ooo. \e:ther tnd.iv1du.al ,..),,mencans 
nor the nanonal economy can support 
the c'11Tent growth rate of the health 
cJie s:,,ste:n. ,..),.Jthough the L'.S. spends 
far more on health care than any other 
nanon. l 3 percent of Amencans -
34.7 rrullion people - do not have 
access to health tnSurance. 'wrule there 
1s broad agreement on the issues fac. 
tng the :1ealth care system. there is no 
consensus on the type of approach 
needed to address them. 

rne current focus on the prob­
lems in the health care system has 
led many people to overlook the sys­
tem· s tremendous srrengths: the vast 
maJonty of Amencans reteive high 
quality. state-of-the-art medical care: 

Louis W Su//i~·an .. 'YID. 1s Secretary 
for rhe C.S. Department oj Health 
.:znd Human Services. 

By loois W. Sullivan 

.Arr:er:cJns gene,ally .:ln .::1oose 
::1e:r ~hys1c;ans lnd hospitals: lnd 
:nancet 1ncennves promote tnnova­
:1on ;n b1omea1cal research and 
heJith c:ire deilve:-y. luther than rad­
ically alter the system through great• 
er govemmem regulauon. President 
Bush proposes a comprehensive 
market•onented approach that builds 
on the strengths of the health care 
system while anaclcmg the problems 
of access to cJre and cost control. 
This market-based approach will: 

1. ~take health care more acces­
sible by making health insurance 
more affordable: 

2. Reduce the runaway costs of 
health care by making the health care 
system more effic ient.; 

3. Cut waste and excess in the 
present system: and 

J . Get the growth in government 
health programs under control. 

AYCilccility and Affcrdability 

The President's plan gives assis­
tance to moderate- and low-income 
individuals and farn11ics to purchase 

!CL'RNAL OF AMERICAN HE.ALTH POUCY 

~eJi th :nsuranc: . A .:::.r.-11 :·e::i.r.:~e .: r 
:his .ll'.)proach .s :he pro, tSicn Jr° :.:1.x 
-= ~ed its lnd deduet1ons. ~..ab11.rig ;:-ea­
pie to shop around for lrforc.ac ie :-:e::i. m 
plans. By providing '..3..X .::-:::m .l!1Cl 

deduc:ions rather than :iir.,01~ ~:--.roli­
tng uncovered tnd.i v1du.a1s :n ; uo11c 
programs. people become :nore l \ \ :ire 
of the costs of medicJ.1 .::u-e. gatn .lI1 

incentive to seek the best bu~ s u, heJith 
insurance. and are free to exe,c:se 
choice over the type of health cJre 
coverage they will rece1.., e. 

When the plan 1s fully implement• 
ed. families with incomes below the 
tax filing threshold. approximately 
the poverty line. would rec:1..,e a 
credit ofup to S3 .i50. suffic:e:H to 
purchase basic health benefits. Sim­
ilarly. individuals would receive 
S l .250 and two-person famil ies 
S2.500. Eligible individuals. mamed • 
couples. or families wtth income~ •. 
above the ta.~ threshold would re• 
ce1ve a partial credit. decreasing to 
lO percent of the maximum credit 
amount at 150 percent or the ca:-: 
threshold. Those with annual in­
comes between 150 pe,cent 0f che 
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l r'.C ~ ! 1, ;(,,) :2r ~ . ..: : ·. ~~ .1 !5. :·.,n)­
::!;)0r. · : :-:-: ::. ~~- . r J:-~~; --~m tt! CS 

~; : r -~ : -:-: :~. :~.-..;~ . ..: ~~~ IC .Jr :r.e jc• 

_: ·- \..: : ._; ~ • _: : _, ~ .: . - 5 I "t 

:nsuri::rce ~eicr:-ns 

:-.~ --~:::.:-:~:! ~ --" ~~ :!'. ·., ,) t.:. t.: Jc.: ::irr.pany 
::-:e ·:::.x -~::.: ::~ .: :-.u ~e·.:·.,;c:;ons :n :ne 
? .. ~~ ;~~:-: ( ! : rce'0~2. 1. := :r-s t. slates 
., ,)u1<.! :-::::.·. e :: -: :-.st.:re ::-:e .1 , J 1iabtl1 -
::- .: i ·:-J:: iC -.e.11::1 .nsur:rnce ;ack:ig­
es . ::-:e ·. :::.1!.;c ) ( ., ;1 1c 1 c::iu1d .1oc ex­
.:eea ::-:e ::-:Jx: r:ium '.J:< .:~edic. T:1e 
"')as1c .. i.S~~J.nce ~ack:ige. JS Je­
:~nec ·: , e:::.c:: ),:ice . .:ouid :,e ?ro" 1d­
d :,y .1n:, .:e~:::d :1e:iith insure,. lf 
:10 ?nsure~s 0ffe:- :ne ·· :,as:c .. insur­
Jnce ;;acK::.ge . :he -5,ate insur:mce 
comm1SSione:- .:ouid mandate chat 
:wo or :nore :ie:ilth msure:-s with 
:arge s,.ares or' :he state :1eJlth insur­
Jnce mari<e! offer .. basic .. plans. 

The President's plan would 
encourage the creation of 
insurance nerworks thal 

would allow smaJJ fzrms UJ 

pool their purchasing power 

Second. the plan would correct 
some dis:omons 1n the health insur­
:mce market cJused by health insur­
ers· pr3.rnce of risk selection in 
which health insurers use medical 
information such as p~xisting med­
ical conditions to avoid high-risk in­
dividuals and groups. Risk selection 
enables heJlth insurers to gain a pre­
mium cost advantage over health 
plans insunng individuals who are. 
on 1ver1ge. less healthy. The pro­
posed reform program would de­
cre:i.se risk selec:1on through the ere-
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.rnon or" '.'.1.:0 :-roac ~:sk ;:,oois ,n e:!c :1 
~tare -- one :·or 5i71ail sroups Jnd 
:he ·Jthe:- :·or ~ecpie ~ece:ving :ie:i. ith 
:nsurance tax ~~ecitS. With the estab­
!ishrne:1t of :-:sk ?OOlS. msure:-s CO\ er­
:ng J less he:iithy ;::,opulation on l\ e:-­
Jge couid re-.:e:\'e J :1e! rransfer :rom a 
nsk pool. wiule :nsure:-s wnh heait.hler 
than average populauons would have 
to pay into the r.slc pool. 

Lnul nsk poois were established. 
the plan would cre:i.te "premium 
bands: · which •.i.ould place limm on 
the difference that an insurer can 
charge to groups with different health 
risks. The premium bands would not 
affect premium variauons between 
insurers and would eventually be 
eliminated. 

Third. small businesses. which 
employ a large proportion of the un­
insured. often have difficulty pro­
viding insurance because of high 
marketing and overhead com asso­
ciated with their ;,olicies and the un­
stable risk pool of a small business 
which encourages risk selection. The 
President's plan would encourage tile 
creation of Health Insurance ;'Je!­

works ( Hr.-i s \. nonprofit voluntary 
organizations in which small busi­
nesses pool their ?urchasing power 

· ..: ~J. .:-\ : :--.~ ~.1:-:-'".~ ~ : -:- ~ .! ..: ·. ::.~.- :~~-­
.lr~e~ : •.:5, :.e5;e:; - ·-.:: : ~:-. •. _ .: 

~ome 5c:c·.:r:t:- .:. . ..: : ::?-.:5 . .:. ... . - .~:­
~J, e·s ;e•··· ·!1Sllnr,g: ~~- -~. - · · · · . . . . .. . - -... .... ·'- ... "' . ~- . 
~f.\;s. :":11s ·.i.ou1c! exe:-:-.ct :-: :".~ -:-~r.. 
50rr.e 5~te :a1,1, 5 :hat r.ce:1sc :-.~•-:· 
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; or.ao1i:;:.-. .::.r.tl ~e: ~:--.::. :: - : :-. ..::::-:­
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groups . !i7ipor.:int ly . :1e:i1::-, :ns;,;re:-s 
:10 longe:- : ou1a je:1:1 .m :nd1,. :Gu:il 
in Jn lpp i1cJnt grouo :1e:?.1th ..:o, e:-­
Jge ~ased on :ie3.lth )tatus. if ::.n ;n­
surer provides pol1c:es :o :nc;·. :cu­
Jls receiving ::i.~ .:red1ts. :.o -.i r.e ~e­
ceivmg tax credits .::in :-e .:e:11d 
coverage. E.~cept in c:ises 0r' :·r::?1d. 
m1srepresentat1on. or nonpayme:1t of 
premiums. he3.lth insu re :-s ·., ould 
have to renew cover:ige for J group. 

\.toreover. under the proposal. 
workers would no longer ha,·e to 
fear "job lock: · the poS51bdiry of · 
losing coverage due co their own or 
a family member's preexisting con­
dition when they changed Jobs. Se1-
ther an individual nor family mem­
bers of an individual changing Jobs 
could be denied coverage on the ba­
sis of a preexisting coverage exclu­
sion. f inally. colleges and uni, e:-si­
ties would have to extend health in­
surance plans of new graduates and 
other students for six months after .. . 
they have left the instmmon. 

These reforms would bnng about 
significant improvement in the srruc­
rure. breadth. and affordabili ty of 
health care insurance. These small 
group reforms could decre:ise pre• 
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Controlling Costs 

[f :he P~eside:1t' s ::-1an :s e:-::i.-::ed. 
meal he:wn ex.oe:1d1n.:res ..:ould be 
..::.i t :,y .in estimated :S :o . ~ ;,e~cent 
by I 997 lmpro1, ed :narke: edic:en­
cy would be ~espons1b1e for 1 s1 gmf-
1cant pan oi :n1s cost .:ontrol. One 
way that tne :1eaith :narke( s effi­
ciency would be tncre:ised 1s through 
the plan· s emphasis on promoung 
coordinated .:are. Coordinated c:ire 
systems include case management. 
preferred provider organ1zattons 
l PPOs ). point of service systems 
l POSs l. and health maintenance or­
gamzanons I H~10sl. 

In a POS. benericianes choose a 
pnmary care physician who makes 
referrals. as medically necessary. to 
specialists who are part of the POS 
network. ~1any studies have shown 
that effective coordinated care ar­
rangements are less costly than tra• 
ditional fee-for-service systems. 
Throughout the 1980s. there has been 
a trend in the private sector toward 
such efficient and medically neces­
sary coordinated c1re. In l 980 only 
2 percent of workers in medium or 
large firms were in coordinated c:ire 
health plans: by 1989 participation 
was ne1rly 27 percent. Competing 
coordinated care plans have incen-

-. .!:~..: -:c.J.!:~ ..: .1~:! : :.1ns. ~~\.:~t.:~~?~~ 

J: ::--.c ? .. e~ i~c!;.~ : ; 11r.. J. dt .:-,..:;-e:isc 

~J r.'.Oc'.:t ,o r. .:.;;;ong ::::!Jtth ::H:ins. 
:r.e~e~:• ~'.1h~c:'.'lg ::-:e:r :nce:Hl \ ~s :o 
.mpro\ e ~1.::111t:, .lr.d ..:onrroi pr.ces. 

if ahin fcve years. states 

woul.d deveiop compararive 
prvvider-specifzc outcomes 

and qualiry data for 
consumers and purchasers 

on COSl and quality. 

T':tc P~es ide:u · s pian would l lso 
cromoce consumer (.'iowledge lnd . 
JS use'!"S lCt on !hat knowledge. '.e:id 
:o e:, hanced marke! effic:e:,cy . . ~ii 
empioye'!"S ·.i.,·ould provide their em­
;:,ioyees with mformanon. prepared by 
the :-e!evant sure · s msur.mc: corrurus­
s1oner. companng the basic insurance 
plans offered in the stares and their 
costs. The plan also would promote 
greater invesrment in medical out­
comes research and related areas so 
that states could develop appropnate 
mfonnanon and information dissemi­
nat ion mechanisms. Within fi ve 
years. states would develop compar­
ative provider-specific outcomes and 
quality data for purchasers and con­
sumers on both cost and quality. 

Cuffing Wasta and Excess 

One target for cost control is ex­
cess administrative costs. which 
would be reduced in a number of 
ways under the plan. The creation of 
HINs would contribute to reductions 
in adrninistranve coStS faced by small 
businesses purchasing health insur­
ance plans. Currently. the adrninis­
trati-,e burdens borne by small com­
panies significantly e~ceed those of 
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nsure:-'5 .1. 0L.:!u :e ·e:::.;.::e.: ::-.:-c: u:.1:-. 
~rre:urutnmg :~e J1 i'.i ::~ : ~:..:=~s 

l. sec::rnc :: r~e'. :er ; J~, ~·-:-: ::-;g s 
..Js,ea ~e sources ; 0·.\ ..:-: ·. ce·.: :..:• 
"Je~·ens11, e :-:-:e::ic:ne .. .l:-. .: -:-.=·~:..:'.! ! 
liJbtltty :nsur:mce. \l.1;c-r1..:::..: e ::,re­
rniums ha1, e :nce:ise'.l :·~om s:. - ·J tl­
!1on in i -:i8.! ,o 55 .') :;1 il10n .n '. ➔89 . 

Defe:1s11.e :ne-:±,c:ne Jc::~ums :·or 5 l 5 
btllton t0 s:o otil1on Jr° :1e:11th c:ire 
spending 1nnu:iily. The P,es1de:,t' s 
plan would encoura~e :he s,ates co 
implement 1 numbe, or' e:·:ec:1\ e :ind 
tested malpractice re~·or.ns: ;:,1acing 
caps on the :illowablc :ioneconom1c 
damages: ellmmattng JOtnt :rnd sev­
eral liabtliry for noneconorr.:c Jam­
ages: eliminating the .:o llater:i l 
source rule that allo1,1, s for double­
recovery: requiring structured pay­
ments for malpractice awards .is op­
posed to lump sum pa~mems: pro­
moting premal altemanve dispute res­
olution to encourage reasonable senle­
mems: and irnplemennng procedures 
to enhance the quality of c:ire. 

The President' s proposal would 
e~pand access to pnmary c:ire md 
prevention promonng the,eby both 
more effecuve and cost-efficient 
medical care. For example. the Pres- '' 
ident' s fiscal l 993 budge! proposes"· 
to increase funding for the S ational 
Health Service Cor,,s. l prognm pro­
viding physicians to underser,ed ar­
eas. by l 9 perce:,t to S 120 million. 
Additionally. funding for C:,mrnu­
nity and \1 igrant He:ilth C:ue cen-
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:ers ·.1, 11I .;.,:~:.lse ;u : ;,J;. t: J ,:~ n 
·omb1nanon ·.\ :c:, :!'le ?~:s1de:1r ·; 
,her reior:;;s. ?~e\ enr1, e :are .ilso 

,s promoted,~ :he P~es1dent ; !:lud­
get. •.i. h1c:1 orcposes 1ncre:1sed fund­
:ng :·or .::i liJ .r.:r:iun1z:1c1on su , ices. 
:nfant morui1 ty ;,re\ e:rnon. 1nd a 
!ead poisoning ~re, e:it1on :n1t1at1,e. 

ControUing Growtn 

F ~om i 9~0 o I ~9 3. (ece~al \fed-
1c:11d spe:1ding ·.i. ill have grown from 
SI J btl l1on :o S8J btilion. while 
\-"fedicare soe:1ding will have soared 
from SJJ btil1on :o .ibout SI JI bil­
lion. At prese:1t ~ates of growth. 
\,f edicare -:ould be more than one­
quarter of the ~:1me federal budget. 

States would have to ask 
the federal government for 

waivers to have fee.for­
senrice Jfedicaid plans. 

The Pres ident ' s plan proposes 
several clements designed to control 
the growth 1n \1edicare and Medic­
aid while maintaining quality. [n an 
effort to promote more prudent pub­
lic spending, the proposal calls for 
increased use of coordinated care. 
Only 3 percent of Medicare benefi­
ciaries and IO percent of Medicaid 
recipients were in coordinated care 
systems in 1991 . To promote coor­
dinated care. the plan would increase 
the level of payments to HMOs with 
risk contractS and change federal 
Medicaid participation from open­
ended cost-based reimbunement to 
prospectively determined per capita 
payment. This would promote effi­
ciency in the Medicaid program. 

The per capita payment would be 
based on total per capita costs for 
the acute care portion of Medicaid 
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.:o;:; "' vuld :e : r.ce,c::d .inr.1.:a!::. :·0r 
gene~a l .:1rlat1on ;:, 1us .in ll!Ctt:cr.al 
Jmount fo r med1cai ; ost :nr"!ltton. 
The ;:, Ian ·.i. ould d1minate :inu-coor­
dinaced care llv. s ;uc:i lS ;esmc­
nons on reimbursement ,aces and 
some resmcuons .:in rinanc:al lr• 
,:mgeme:1ts fo r coordinated -:are. 
Scates would have :o ask the fede:-al 
!01,ernment fo r waivers :o ha\e :ee­
for-5er-.·1ce \f ed1cl1d plans. :nstead 
of :he current reverse prac:1ce of ap­
plying for wa ivers co develop coor­
dinated care \1edica1d plans. 

The plan would preserve che ::e;'(• 
:btltty of state approaches. A state 
-: ould ma1nta1n e:mung \1edica1d 
e!ig1btliry and benefit levels while 
sh1fung enrollment into coordinated 
care programs. l nder this approach. 
the new transferrable w credit sys­
tem would operate separately from 
the ex1mng \1edicaid program. 
though states would play an impor­
tant role in qualifying individuals 
for the tax credit. Altemanvely. a 
state could combtne its existing Med­
icaid programs with the new health 
insurance credit system to develop 
a new universal access program 
covering all state residents with in­
comes below poverty. Under this ap­
proach. a state could operate a sin­
gle public insurance program or 
could provide credits for purchase 
of private coverage. 

A number of health care reform 
plans have been proposed as solutions 
t0 the cost and acces.1 problam of the 
health care system. [n addition t0 the 
President's plan. two major proposals 
dominate the debate over bealth care 
reform. The first. national health in­
surance. is based on the Canadian 
model and caUs for the government 

·,.) s: ~:-. ~ !S · :-. ~ "( ';! - -: _:!"' · : · - ·· 

~. :-r. t:: :~J. ~') :-....~ .. .!.:. : -~ . "!"'-:-.~..: 
·;- ;a~ ·•) r-~a~ : · T . .lr.\.!.:H:!) ·:- .1: :: ·. ~:-­

:iusiness pro, :de :-.e:11:n .i.~--~~=--c! •: , 
,ts .i. orke~s .:ir ;,a~ l pa:- ~:-.\ '..l'\ ._0 
fund J j O'- C:7.me:it he:11th : :.i:-: :;:i 

:nsure 'Jnco, e~ed e:nolo\ ees 
'.\'h1ie :hese ~ians· .u~ -~~e:-: :~e­

senced is 5;mp1e -::.ire-¾ils :·.: r ::;e 
1at1on · s ~elith : :ire l1ir.i.e:-:cs. :ccn 
·,1, ould c:iuse s1gni fa :int ~roo!e::-.s :0r 
the he:iith c:ire S: stem. -:-:..,e ?·es;­
dent re1ec:s ,he C.mad1an ::-:cde: -:e­
cause 11 •,,1,·ould resuit in :-:e·.1. ·1~:es. 
waiting ~mes fo r 5urgery. ~esi~:.::e:: 
access to advanced :ec;;no!c g: •. 1nc 
go,emment rattoning 0f :~re. L.ke­
·,1, 1se. the P:es1de:1t re1ects ··;:- ,a:,. -0r­
pay .. because. 1f adequate l: :u:1ced. 
tt would increase unempio:- :r.e:11 :ind 
lower wages as employers rr.ed :o 
meet the cost of the mandates and. 1f 
underfunded. would soon dege:1er­
ate into national health insurance. 

Summary 

The recent unveiling of the Presi­
dent' s plan has conmbuted greltly 
to the debate over soluuons to che 
access and cost control problems of 
the present health care system. At 
the center of the debate is the ques­
tion of which direction our health 
care system should go. Rather than 
unwisely relying on greater govern­
ment regulation and control of the 
health care system. • . the President's 
plan builds on the strengths of the 
present private,public system and 
offers the opporruniry for Amencans 
to have the securiry of health care 
coverage and to receive care 1n a • , 
more efficient health care market. .. 

While government action is need- •· 
ed to solve some specific problems. 
consumer choice and free marlcet dis­
cipline should remain the bases of 
our health care system. :.'r 
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Arguments/Themes 
[Defensive] 

Theirs 

Access 

Comprehensive plan 

Universal access 

Importance of expanding 
access 

Budgeting to control costs 

Ours 

Cost 

No proof any comprehensive 
plan would work 

Cost containment elements 
are a figment 

Universal insurance isn't 
universal access 

Lists of problmes universal 
insurance won't solve1 

Effects on quality if they 
try to do it in a "budget 
neutral" way 

Budgeting means not getting 
the health care you expect . 

1Underserved areas; personal responsibil i ty to seek care -
- the e x ample of immunization; class/ race differences that 
affect provider willingness to serve -- TN Medicaid study 
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[Offensive] 

Costs are rising rapidly 

Lack of solutions on cost 

Results 

Value: our system is the most 
expensive in the world. Do we 
get what we pay for? 

Unaffordability of insurance 

Adverse effects on small 
employers (including non­
profit) 
- # of jobs we'll send to 

Mexico 

Horizontal inequities: 
For low income people: 
Paternalism in forcing 
people to consume health 
care -- irony of health 
insurance card for the 
homeless 
Public budget: rising health 
costs crowds out other public 
purposes (e.g., governors , 
Medicaid, and education ) 

Exploding costs of current public 
programs 

Need for market forces to play 
a greater role if costs are to 
be contained 

Lack of competition among 
providers 

Points of light 

Theirs 

Universal budgeting 

How much we spend 

We need to make consump­
tion of health care more 
equitable between the 
insured and uninsured 

Require employers to 
provide insurance 

Social equity; those who 
work for small employers 
shouldn't be worse off 

Health care is society's 
highest priority 

Spend our way out of our 
problems . We ' re Democrats 
-- we spend -- its up to 
Republicans to come up 
with solutions 

Global budgeting 

Providers should be paid 
for serving everyone; health 
care is a business, not a 
charity 
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Facts 
Theirs 

31 million uninsured 

"uninsured" 

• 

• 

• 

• 

Ours 

Only 4.1% chronically (28+ mos) 
uninsured 
50% of the times someone loses 
insurance they regain it within 
four months 

Uninsured doesn't mean without 
health care; uninsured consume 
70% of the level of the insured 
This amount -- $1400 [ck] per 
year. This is not some "wholly 
unacceptable" amount, its the 
amount the average Brit, covered 
by national health insurance, 
consumes. 

• The burden should be on the 
system to tell us how we can 
get more for the amount already 
being spent 
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PERSPECTIVE 

Editorials 

Be ready to stress the positive 
With the 1992 political spotlight on healthcare. those who manage 
hospitals have an extraordinary opportunity to help the public 
underst3Jld and accept reform of the system. 

But there's another side of the coin. For not only will the public 
be bombarded with information about sk}Tocketing medical costs 
and the plight of the uninsured. it also will hear strong voices 
addressing the fraud and waste that perme:ites healthcare. 

As costs escalate and as reform efforts develop, more scathing 
exposes. such as Walt Bogdanich's TM Grtat. Wkite Lit: How 
Americ11's Hospitals Betray Our Trost and Endanger O,lr L ives 
and the Feb. 24 issue of U.S. Neu:s and World Reporl. on health­
care fraud. are bound to surface. 

Consider that U.S. Nt!Ws estimates healthcare fraud and abuse 
cost some"'·here bet...,·een $50 billion and $80 billion each year, "a 
figure that dwarfs the estimated S5 billion lost through criminal 
fraud in the entire savings and loan debacle.~ 

Hospital managers. e..-en those who believe their institutions 
are not engaging in any sh:idy. price-gouging activity. shouldn't 
ignore such attacks on the industry. Instead. administrators 
should use the lingering stain of bad publicity to explain how 
their hospitals control cos~ and police fraud. Hospitals that mea­
sure clinical quality should identify areas in which they e;occel. The 
information can then be shared with local news organizations and 
such constituent group~ as employees. the medical lltaff and gov. 
eming board. 

Ignoring and avoiding bad news or unplell.$ant questions can 
produce more damage than taking an unpopular stand. However . 
that ·doesn't mean individual healthcare managers have the sole 
~sponsibility of defending the entire system. . . 

To it.s credit, the American Hospital Assn. decided to issue a 
public relations advisory on Mr. Bogdanich's book and warned 
hospitals to take the charges seriously (See related sto.r;·. p. 40). 
But it also suggests that administnto~ w7leo!1'e scn.iuny of h~s­
pital performance. Developing a commun1cat10ns and education 
strategy also \11111 help the staff and the board understand the 
necessity of providing safe and effective care. 

Clark W. Bell 
Editor 

Modem Healtl'lcare1March 9. 1992 
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Comments on President Bush's Comprehensive Health Reform Proposal 

Kenneth E. Thorpe 
Department of Health Policy and Administration 

University of North Carolina at Chapel Hill 

The President's plan is designed to guarantee access to health care 
among the poor, and help finance the cost of coverage for the 
middle class. Various proposals, such as shifting toward 
coordinate care, are designed to reduce the cost of insurance and 
health care. The analysis presented below examines · the -likely 
effect of the President's proposal on reducing the number of 
uninsured, and reducing health care spending. 

l. At most 
un sured b at 
to 9 million. 

e number of 
estimate s closer 

Under the President's proposal, the poor would receive 
transferable credits ranging from $1250 to $3750 depending on 
family structure. Those living in poverty could use these dollars 
either to purchase benefit packages developed by each state, or 
purchase a more traditional, comprehensive package. Both surveys, 
and revealed preferences, indicate the currently uninsured are 
unlikely to purchase le~s comprehensive benefit packages, even when 
heavily subsidized. A recent ·survey in Massachusetts found that 7 
percent of the uninsu~ed would purchase a basic (i.e . 20 percent 
copayment, $500 deductible) even with a heavily subsidized price. 1 

Many states have already introduced innovative, and less 
comprehensive, insuran~e products to entice uninsured individuals 
to purchase coverage . These products have enrolled tew subscribers, 
and have done little to reduce the number of uninsured. 2 In light 
of the survey data, and actual behavior, few or the uninsured are 
likely to actually enroll in less comprehensive plans . 

1Robert Blendon, Karen Donelan, Carol Lukas, Kenneth E. 
Thorpe, Martin Frankel, Ronald Bass , Humphrey Taylor, "The 
Uninsured and the Debate over the Repeal of the Massachusetts 
Universal Health Care Law", .Journal of the American Medical 
Association, 267 (8) February 26, 1992:1113-17. 

2 Families USA Foundation, Barebones coverage, Health 
Insurance That Doesn't Insure, Washington DC, June 1991. 
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The uninsured are, however, more likely to purchase 
comprehensiv~ plans. The same Massachusetts survey found that 56 
percent of the uninsured would purchase a conventional package with 
a steep subsidy (i.e. The ~ubsidy totaled 70 percent of the cost of 
a comprehensive package) . Numerous ·empirical studies estimating the 
price sensitivity of individuals to reductions in the price of 
insurance have also been completed. 3 These studies estimate as a 
best guess that the price elasticity of demand for insurance is 
around -0.6; thus a 10 percent reduction in price would increase 
the number of individuals purchasing insurance by 6 percent. 
Applying both the survey and empirical data to the President's tax 
subsidies yields the following estimates concerning the number of 
individuals likely to purchase insurance (see Table 1). Nationally, 
the price of a comprehensive package costs $2100 per year 
(unpublished data, House Ways and Means, Health Subco1ttJnittee). The 
individual voucher would cover 59 percent the cost of comprehensive 
care. As our survey results, and market behavior, reveal that few 
would actually enroll in less comprehensive programs , th·e estimates 
below project the number enrolling •in a comprehensive plan. 

Table 1. Currently Uninsured and Potential Number of Newly Covered 
(millions) 

% "Adjusted" Poverty Uninsured Voucher Value Newly covered 
individual 

100 15.4 $1250 5.5 

150 5.7 $ 125 l. 7 

150--1- 13.6 varies* 2.0 

--------------------------------------------------------------TOTAL 34.7 9.2 million 

* The estimates are based on an individual making $35,ooo per year 
(family of four)° who can deduct $3750; resulting in a cash benefit 
of $1050 (a 25 percent subsidy for a family plan). The 150 percent 
category assumes a $625 (individual) and $1875 (family) tax credit. 

Assuming individuals are interested in comprehensive plans, only 
7.3 million individuals are likely to purchase such coverage. Even 
if one assumes that all low income .individuals would purchase less 
comprehesive plans--clearly an upper estimate--only 17.2 million 

3see Frank Sloan and Kil lard Adamache, "Taxation and the 
Growth of Nonwage Compensation" py_~lic Fina~ce Quarterly 14 ~2) 
April 1986:115-137 or Howard Chernick, Martin Holmer and Daniel 
Weinberg, "Tax Policy toward health insurance and the demand for 
medical services" Journal of Health Economics 6 (l) 1987:l-26 tor 
examples. 

·­- , 
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individuals would receive coverage; some comprehensive with the 
poor receiving less comprehensive plans. 

2. The benefits of the program are not directed toward the poor. 

As the tax benefits flow to all individuals up to $80,000 income, 
the dollar benefits flow to families at 5 and 6 times the poverty 

•line (see Table 2). The President's plan is contrasted with the 
National Leadership Coalition Plan, which fully subsidizes health 
care for the poor, and limits contributions to 3 ·percent of annual 
income among those earning 100 to 200 percent o! poverty. For ease 
of comparison, I examine a married, joint filer, family of four 
that can purchase insurance for $3750. 

Table 2. Federal Tax Subsidies Under. President's Plan and National 
Leadership Coalition Plan 

Income 

President's Plan 

Federal 
Subsidy What Family 

• Pays for Ins. 

National Leadership 
coalition 

Federal 
Subsidy What Family 

Pays 
-----------~------------~----~------------------------------------
10,000 $3750 0 3750 0 

17,000 $ 570 $3180 3240c 510 

20,000 $ 562 $3188 3150 600 

30,000 $562 $3188 0 750** 

35,000 $1050 $2700 0 750 

35,ooo•a $210 $540 0 750 

50,000* $210 $540 0 750 

60,000* $210 $540 0 750 

80,000* $210 $540 0 750 
----~-----~----~--------~---~----~---------~-------~----~----
* currently insured through group plan. 
** Employed 
a. Assumes employer contributes $3000; employer $750. Since 
employee can deduct $750, a $210 benefit, the employee receives 
health care for $540 ($750-210}. Subsidy figures do not include 
current tax expenditure related to employer-provided health 
insurance contributions. 
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b. National Leadership Coalition plan assW11es all workers receive 
coverage through the workplace, with 80 percent of the premium 
financed by the employer. 

c. Actual subsidy depends on extent of employer contribution. If 
the cost of insurance is $3750, the employer's contribution is 
limited to 3% of $17,000 ($510). If. the employer makes a 7 percent 
of payroll contribution (assuming the firm wide average wage was 
$17, ooo, the employer would contribute $1190, and the federal 
s~sidy in this case would total $2,050. 
--------~----~-------------~---------------~-----~---------
As displayed in Table 2, the President's plan distributes federal 
tax benefits across a broader spectrum of wage earners than the 
National Leadership Coalition plan. Unlike the coalition plan, 
which concentrates benefits entirely among those under 200 percent 
of poverty, the President's plan is relatively regressive. For 
instance, the value of the deduction is worth $562 for -a family of 
4 earning $30,000 (in the 15 percent marginal tax bracket) yet is 
worth $1,050 f ·or the family earning $35,000 (in the 28 percent ✓ 

h
b~achket~ in l99l)k. The prdopo_sal tahls_o sufbfsidt~zed pretm~umb s _paidf by .:: 
ig er income wor ers, re ucing eir e ec ive con ri ution rom 

20 percent to 14.4 percent. 

;@The Tax Deduction Provides Incentives for Employers To Reduce 
~~ir Health Benefit Contributions . This Shifts Costs To The 

Federal Government. Increasing The Cost of the Program . 

Under the pr.oposal, all families with incomes below $80,000 per 
year may deduct the difference between an employer's contribution 
for health insurance and $3,750. On average, an employer typically 
finances so percent of. an employee's health insurance premium; 
approximately $3,000 per year. Employees may deduct $750, a cash 
value of $113 for families earning under $35,000 and $210 for 
families with incomes between $35,000 and $80,000. The tax 
deduction provides clear incentives for employers to reduce their 
contribution for health insurance. As is illustrated below, 
reductions in employer ·contributions will make both the employer 
and employee better off, shifting increasing portions of health 
insurance premiums to the federal government and taxpayers. 

Knowing the value of the deduction to the employee, suppose the 
employer reduces his contribution by a modest amount, say $210 (the 
cash value of the tax deduction under the proposal) (See Table J). 
The employer now pays $2,790, rather than $3,000. 

-... .. ' 
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Table 3 Gaming the System: The ~rosion of Employer-sponsored 
Health Insurance 

Employer Pays 

Employee Pays 

Federal Government 
Pays 

current Policy 
$3000 

$ 750 

$ 0 

President's Plan 
$2838* 

$ 691** 

$221 

----~---------------------------------------------------------* Net of employer contribution and new corporate tax liability. 
** Net of employee contribution and tax subsidy. 

Federal figure does not include tax expenditure related to 
employer-sponsored fringe benefits. 

This allows the employee to deduct $960, a cash value of $269 for 
a family earning $80, ooo per year. With the deduction, the 
employee's cost of health insurance falls from $750 per year to 
$691 per year ($960-$269). However, the reduction in the employer's 
contribution would, in the short run, also reduce his costs, likely 
increasing net income and his corporate income tax liability. 
AssUll\ing an average marginal corporate tax rate of 23 percent, this 
would increase his costs by (.23 tiMes $210) $48. It also increases 
federal tax revenue by $48, but the employee deduction increases 
federal spendi~g by $269; tor a net new taxpayer expense of $221. 
This simple example reveals the clear and perverse incentives for 
employees to reduce their contributions, reducing spending on 
health care and shifting an increasing amount of costs to federal 
taxpayers. 

4. The President's Plan. Will Do Little To contain costs. and Will 
Promote Additional Cost Shifting/Price Discrimination/Payment 
Differentials in-the Health care Market. 

The proposal relies largely on coordinated care to achieve 
reductions in health spending over time. currently, 27 percent of 
the workforce, 3 percent of Medicare beneficiaries and 10 percent 
of Medicaid enrollees are in managed care arrangements {either an 
HMO, Preferred Provider Arrangement or a Point of Service Managed 
care Plan) • Empirical analyses have documented cost reductions 
associated with these plans. In the Medicaid population, recent 
evaluations indicate that coordinate care within the Medicaid 
program reduces spending per enrollee by s to 10 percent. 4 

4o. ,-Freund et al. "Evaluation of the Medicaid Competition 
Demonstrations" Health care Financing Review 11 (2) Winter 1989: 
81•97 Winter 1989. 
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Evaluations of point or service plan~ in the priv3tc sector have 
round similar reduction3 in spending. 5 

The literature 1s quite clear on managed care; relative to 
"unmi1naged" c:are it reduces spending. However, the literature also 
notes that these savinqs are one-time ~ffects, with premiums in 
managed care plan~ increasing at the same rates found in 
conventional plans. 6 Recent dat~ from the Health Insurance 
Association of All\erica provid~ auditional evidence that premiu~ 
growth 1n conventional plans ~nd managed care plans are rising at 
::similar rates. 7'I'hus, reliance on ,nanaged care seem::s unlikely to 
alter significantly the growth in federal spending. 

Even if managed care within the Medicare p1:ogram did reduce 
spiend i.ng, such reduct.i..ons would appe.ir a imply to increase cost 
shifting. Even with reductions in u~compensated care, pressure on 
private payers to finance the dit!ert:nce between Medicare payments 
are costs will escalate. Data from PROPAC highlight -the growing 
di£ferenc:e between per ca5e Medicare payments and co$ts; with the 
difference lar~e.ly and increasingly financed by private payers. 

5R. Goetzel, lC. Thorpe, at al. "Measuring the Effec:tiveneGC of 
a Point of Service Managed care .Program: The southwest•rn Bel 1 
corporation Study" Journal of Health care ~AnP.tits, torthcominq 
1992. . 

6Joseph P. Newhouse, w. s . Schwart2, A. P. Williams and c. 
Wi t:sberger, ~•Arc Fee-for-service costs rncreas1ng l"~$ter thti.n HMO 
costs? MP.n ical care 23 (8) i,ss:,G0-9GG . 

7 Elizabeth Hoy, Ricah.rd Curtis, Thcmi:l~ Rice "Ch.ingc and 
Growth in Managed care" H~islth >,ff!itG, Winter 1991:18-36 . 

:: -: 



Letter: From President Bush 
N.Y. Times; 8-2-92 

Market"-Based Health Reform Is Best 
To the Editor: 

As the people of this country seek 
reform in health care, It Is reassuring 
to see The New York Times's editori­
als confirm what many a lready 
know: that market-based reforms 
are the best way to make radical 
changes in the health care system. 
Old-fashioned models for health care 
reform, including Canadian-style sys­
tems or greater taxes - direct or 
Indirect - on today's Job-producing 
small businesses, provide no real an­
swers for the future. 

The proposals my Administration 
rel~sed earlier ltti5 year include 

many of the elements referred to In 
your series of editorials. 1 believe we 
must preserve the best In today's 
health care system - high quality 
and choice - while reducing the costs 
and providing access to health care 
for all Americans. The only way to 
reform our system capable of accom­
modating the changes of the coming 
decades is through radical changes In 
the delivery ot private health cover• 
age. The proposals- aavanced in my 
program will generate this restruc• 
turing - the "managed competition" 
you have so heartily endorsed. 

Added to the voices.')f millions who 

believe market-based reforms are in· 
deed the best hope for real change, 
your voice has already enhanced the 
prospects for enacting these propos• 
als. If the nation stays focused on this 
urgent goal - access for all In a 
restructured competitive health care 
system - we can quickly make 
health care reform a reality. I look 
torward to working with the Ameri• 
can people to urge Congress to solve 
our very real health care financing 
problems by enacting market-based 
reform legislation. GEORGE BUSH 

President 
Washington;,July 31, 1992 

' . 

. -The Guts to Reform Health Care 
Liberal Congressman Ron Wyden of Oregon Is 

. for It. Toe Conservative Democratic Forum is for it. 
So too Is President Bush and, according to some 

· advisers, BIil Clinton. It is "managed competition," 
the best plan to reform health insurance and the 
only one with a chance to become law. 

Yet It's way too early to rejoice. Politicians say 
they're for managed competition, but most - in• 

: eluding the candidates - have yet to face up to 
· harsh realities. Patients will find their choice of 

physicians restricted ; taxpayers will have to make 
do with smaller health care deductions. 

President Bush - despite his hosannas to the 
plan in the letter below - hasn't given voters that 

. message. Neither has Bill Clinton. who so far has 
: offered little more than vague pieties. Until they do, 
. talk of reform wlll remain empty rhetoric. 

• 
The fight over health care reform requires two 

key decisions. Will the plan provide universal, 
· therefore expensive, coverage? And will health 
costs be controlled by government fiat or by tightly 
structured markets, the essence of managed com­
petition? 

Until recently, many Democratic leaders 
leaned toward price controls. What was needed, 
they said, was a preset cap on total nealth expendi• 
tures that would be enforced by setting prices for 
every doctor, every hospital. 

o/}lat many have come to . understand is that 
managed competition offers a better answer. Under 

. this system, consumers would be combined into 

large groups and represented by sophisticated 
sponsors. Toe sponsors would negotiate with doc• 
tors and hospitals, forcing them to provide high• 
quality treatment at reasonable cost 

Sponsors would pay providers a fixed fee for 
each patient, Independent of how much care the 
patient turned out to need, thus encouraging doctors 
to keep patients healthy and provide the most 
efficient care when they are sick. This is the method 
health maintenance organizations already use to 
control costs. 

But Congress can't encourage the use of man­
aged competition unless It tightens the tax code. 
Consumers won't choose sponsored plans as long as 
they are allowed, as under current law, to deduct 
the full cost of wasteful plans. Congress must limit 
tax deductions to the cost of well-managed spon- , 
sored plans; it must disallow higher deductions for 
wasteful plans. 

Mr. Bush understood all this when he an­
nounced the outlines of his plan in February. His 
plan was smart, in places ingenious, and consistent 
with managed competition. But when It came to the 
two key decisions, Mr. Bush punted. He failed to 
propose universal coverage. And he didn't limit tax 
deductions. Mr. Clinton has also evaded tough 
choices. He's for universal coverage, but doesn't 
say how to pay for it or how to contain health care 
costs. 

An optimist can be glad that consensus is at 
hand. But realists worry that there's no one with the 
guts to make reform happen. 
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GA TT Riddance? 
We were sorry to see it happen, but 

· the collapse of the trade talks does fi· 
nally clear the air on free trade. Per­
haps we can even start to understand 
that the best policy for a nation is to 
pursue free trade not multilaterally or 
bilaterally, but unilaterally. 

Why, a fter all, shouldn't American 
consumers have access to the cheap· 
est goods anywhere in the world? Why 
wouldn't buying the cheapest products 
be a benefit in international competi­
tion? The Europeans broke up the 
Uruguay round by refusing to cut 
their agricultural subsidies. If they 
want to tax themselves in order to sell 
food below its replacement cost, why 
should we bar such gifts at our bor­
ders? Instead of threatening to ban 
subsidized products. we ought to 
threaten to buy more of them. 
. These are heretical suggestions, 
we recognize. And they are not likely 
to be popular with American farmers 
or others who have to compete with 
subsidized imports. Those threatened 
by imports might have to find other 
outlets for their labor and capital, but 
society in general would grow richer 
at the expense of European taxpayers. 
In the end, tariffs and other trade bar­
riers are not a tax on foreigners, but a 
tax on American consumers. 

These heretical truths have often 
been obscured, ironically, by the Gen­
eral Agreement on Tariffs and Trade. 
This estimable organization did do 
much to open markets, providing an 
international cover for politicians of 
various nations to do the right thing. 
But its most savvy critics recognize 
that GATT has always had its own 
protectionist tilt: The more barriers I 
have to trade away, the more I can 
brag about besting the furrlners in ne­
gotiation. We won't give up the bar­
riers that make us poorer unless you 
give up the barriers that make you 
poorer. 

Because the Europeans refused to 
stop subsidizing their farmers, for ex­
ample, we now can't stop subsidizing 
our farmers. The much-ballyhooed 
federal budget agreement counted on 
billions of dollars in savings in U.S. 
farm subsidies. but linked these cuts 
to GATT cutting world-wide subsidies. 
So domestic spending cuts in the 
budget are already vanishing; Dick 
Darman, call your office. 

The apparent death or multilateral 
negotiations ought to increase odds 

that some country, preferably the 
United States, will see the advantages 
of lowering its trade barriers regard· 
less of reciprocity. While it now 
sounds heretical. unilateral free trade 
has at times been practiced to great 
advantage. There is even a current 
example, in the plethora of attrac­
tively priced goods available in the 
free port of Hong Kong. 

The best test of unilateral free 
trade, however, occurred in 19th-cen· 
tury Britain. Repeal of the Corn Laws 
replaced potato famines with decades 
of economic growth. Removing trade 
barriers caused dislocations in certain 
industries, but Britain thrived. Inter­
estingly, imports soared but so did ex· 
ports from Britain when other coun­
tries had to lower their trade barriers 
to compete in world markets with low­
cost British producers. 

"During the last 60 years we have 
indulged in no tariff wars; we have 
fallen back on no elaborate devices. or 
shrewdly, too shrewdly, calculated 
plans for negotiation or retaliation,'' 
Winston Churchill said at the time, 
" but yet we find that our goods enter 
all the other countries of the world on 
as good terms as have ever been se­
cured by any nation through the most 
elaborate of fiscal weapons." 

An early owner of this newspaper, 
C.W. Barron, made similar observa­
tions. Just after World War I, he 
wrote that England "will buy of any­
body, anywhere, that will sell her bet­
ter goods, or give her lower prices," 
Barron wrote. "If Germany wished to 
dump her bounty-fed beet sugar in the 
English market, closing the English 
sugar refineries, she was welcome. 
England would take the German 
sugar and make marmalade and it is 
because of this German bounty-fed 
beet sugar that Tommy in the 
trenches had to be fed up with mar· 
maiade." 

The decades since developed coun­
tries abandoned unilateral free trade 
have taught some important lessons, 
including most importantly that trade 
wars do not free trade. Everyone also 
understands that interdependent econ­
omies require open trading, a truth 
more compell!ng in the threat of 
world-wide recession. The question 
now is which country will be the first 
to embrace unilateral free trade and 
reap its considerable rewards. 

Canadians Cross 
Border to Save 

Their Lives 
By JOHN A. BARNES 

WINDSOR, Ontario-Four days before 
Christmas 1989, WIiiiam Byng, a 50-year· 
old retired teacher in this city of nearly 
200,000 just across the river from Detroit, 
suffered a major heart attack. After two 
weeks In the hospital, during which he says 
few Internal tests were performed. he was 
prescribed some medication and simply 
sent home. 

" I asked if they shouldn't look more 
closely. My doctor just said, 'Look, don't 
even talk to me about bypasses or any­
thing like that,' " Mr. Byng says. 

.By chance. Mr. Byng's daughter hap­
pened to mention her father's plight to an· 
other doctor. He told her to call a man 
named Michael Billett at something called 
Heartbeat Windsor, a private, voluntary 
organization founded in 1989 that has 
helped nearly 400 wait-listed Canadian 
heart patients obtain critically needed sur­
gery in the U.S. Some Canadians. recalling 
the days when runaway American slaves 
were smuggled to Canada, call It their "re· 
verse underground railroad" to health 
care. 

Within days of his daughter's call, Mr. 
Byng was being examined by cardiologists 
at Harper Hospital In Detroit. They recom­
mended a triple bypass without delay. Mr. 
Byng had his operation on Feb. 19 of this 
year. 

"Had I not met the right people at the 
right place at the right time. I would not 
be here, .. he says now. "I have nothing but 
praise for the American health-care sys­
tem. The Canadian doctors mean well, but 
we simply don't have the resources." 

Wllllam Byng·s experience with the 
"free" Canadian health system Is far from 
atypical. 

"American doctors and politicians come 
up here expecting to find a health-care 
paradise," says Mr. Billett, a bearded 37· 
year-old, seated at his desk in an austere 
office on a Windsor backstreet. "But you 
can't hold yourself up as the best health· 
care system in the world when people are 
simply being sent home to die." 

Established nationwide In 1971 (al· 
-though some provinces had their own 
health-care systems earlier ), the Canadian 
system is supposed to guarantee equal ac· 
cess to health care, at no direct cost to the 
clllzen, with any practitioner the patient 
chooses. The system is "single-tiered" -
private insurance does not exist. Except 
for a handful of physicians who eschew 
government payments and deal with their 
patients In cash, one cannot pay a Cana­
dian doctor to ensure faster treatment. 

As a result of this system, Canadians 
are not shy about consulllng their phys!· 
clans. Most statistics show Canadians to be 
among the healthiest people In the world. 
!The absence of a large urban underclass 
might skew the figures. ) Canadians sensi· 
live to comparisons with their southern 
neighbor routinely cite their health-care 
system as an aspect of life superior lo that 
of the U.S. Most polls show overwhelming 
"""n1tl;tr s11nnort for It. 
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Last Hurrah 
"Stay strong," Governor Mario 

Cuomo beseeched a crowd supporting 
the violence-tinged strike against the 
New York Daily News. "You're fight­
ing for all of us." 

The governor, we keep reading, is 
the current front-runner for the next 
Democratic presidential nomination. 
so his views on labor policy must be 
of some moment. He says the federal 
law permitting employers to replace 
striking workers "must be changed." 
He said, "we need to establish a bal­
ance In this country between the peo­
ple who work and the people who in­
vest and manage." 

Mr. Cuomo was not alone. Legisla­
tion to outlaw hiring anyone else to 
take jobs vacated by strikers has al· 
ready been introduced by Senator 
Howard ("Finder's Fee" J Metzen­
baum, who visited New York yester­
day to take testimony on his brain­
storm. New York's top Catholic, John 
Cardinal O'Connor. appeared at both 

the rally and the hearing to testify 
that hiring workers violates one or an· 
other of the Ten Commandments. 
Jesse Jackson singsonged, "They talk 
about violence-but busting workers ts 
violence; using the homeless to take 
Jobs is violence; refusing to be fair Is 
violence." 

None of these worthies seemed 
much to notice the elephant In the 
room- that the decisive element In 
the strike Is that the Dally News can't 
distribute; newsstand dealers have 
seen enough violence and threats that 
they're afraid to sell It. The New York 
Times reported the other day that one 
of its clerks was roughed up buying 
copies of the News for its newsroom 
to check. 

The Tribune Co. board met yester­
day in Chicago, and decided to keep 
the paper open, but we' ll see. The out­
come of this strike may give us a 
good indication of where a President 
Cuomo would lead the nation. 

Congress Confesses 
Ever since the HUD scandal hit the 

front pages last year, we have pointed 
out there were two scandals. The one 
seized on by the media concerned "In­
fluence peddling" under former Sec­
retary Sam Pierce. The other, a more 
silent scandal, Involved Congress' rou­
tine misuse of HUD money for local 
pork·barrel projects, something the 
Members insist on calling "constitu­
ent service." Now. even Congress has 
fessed up to the double standard and 
called for an end to all political Influ­
ence in housing policy. 

As soon as the HUD scandal dis· 
credited the agency last year, Con­
gress seized the opportunity to add 40 
projects to HUD's "discretionary 
fund," projects for which HUD had no 
paperwork and that had not been the 
subject of any congressional hearings. 
The projects were Inserted In closed­
door committee meetings where no 
minutes were taken. Four of the proj­
ects were in the home district of Rep. 
Bob Traxler of Michigan, the chair­
man of the House subcommittee that 
writes HUD spending bills. 

HUD Secretary Jack Kemp 
branded the earmarking "disgrace­
ful," and even threatened not to spend 
the money. But this year Congress' 
HUD Pork Barrel got even deeper. 
Sixty-one projects-a 52% increase­
were added to the housing bill to re­
ward Individual Members of Con· 
gress. 

This was finally too blatant ror the 
House Government Operations Com­
mittee, which has been Investigating 

HUD for 16 months. The committee, 
chaired by Rep. Tom Lantos (D-Ca­
ltf. ), issued a report last month that 
understandably criticizes Secretary 
Pierce for mismanagement and favor­
itism, although the worst abuses were 
In programs Congress had Insisted on 
keeping alive over his objections. 
However. in a rare move the commit­
tee placed some of the blame for the 
mess at HUD on Congress. "There Is 
a need to take politics and discretion 
out of housing programs," it said. 
"This applies equally to the executive 
and legislative branches." 

Noting that Congress frequently 
authorizes housing projects outside of 
normal HUD or congressional chan­
nels, the committee concluded: "Just 
as it was wrong for HUD under Secre­
tary Pierce to dole out housing units 
and grants to former HUD officials 
and the politically well-connected ... 
so too Congress should not earmark 
funding for housing projects." 

Of course. one critical report 
doesn't even begin to end the double 
standard that exists between execu· 
live branch favoritism and Congress' 
constituent service. Aside from seeing 
whether the remark has any effect on 
HUD bills, we now need slmlliar com­
ments about congresspersons nor in­
tervening on behalf of Individual re­
search grants, military bases, federal 
procurement contracts. post offices 
and regulated thrift Institutions. Then 
Congress might have time to spare for 
such tasks as meeting its schedule for 
passing a federal budget. 

I"' - ===::::11---_..:;;::::__~ 
care system Is great as long as you don't 
get sick," says Mr. BIiiet, who ran an am· 
bulance service for many years. "II you 
Just want a basic doctor visit. It's no prob· 
lem. H's when you really need health 
care-a major operation-that the system 
breaks down." 

Indeed, the grim fact \s that access to 
major procedures Is strictly rationed. Can­
ada has 12 magnetic resonance lmagers, 
used for diagnoses. or one for every 2.1 
million people. This compares with 1,375 In 
the U.S., or one for every 182,000 people. In 
all or Canada there are only II facllltles 
doing open heart surgery, compared with 
793 In the U.S. Only 14 sites do organ trans· 
plants. compared with 319 in the U.S. When 
ratio or population Is considered, the U.S. 
has an excess or capacity in these special· 
!zed areas, while Canada suffers a short· 
age. Result: walling. 

The waltln& can be especially pro­
tracted II the patient Is very young or 
verging on old age. Two-year-old Joel 
Bondy was slated for cardiac surgery last 
January In London. two hours up the high· 
way from Windsor, because the border city 
has no specialized cardiac-care racillty. 
Joel's operation was repeatedly postponed. 
as more critical cases were moved up. 
Alarmed at their son's deteriorating condi­
tion, Joel's parents got In touch with 
Heartbeat Windsor. which scheduled him 
for surgery In Detroit. 

Embarrassed by media coverage of the 
Bondys· plight, Ontario officials Informed 
the family that Joel could have his opera· 
tion Immediately-In Toronto. Aller Joel 
endured a rour·hour ambulance ride, a hos· 
pita! bed was not Immediately available. 
The family had to spend the night In a ho­
tel room. The delay was fatal. Joel Bondy 
died the next day. lour hours before he was 
to enter the operallng room. 

And thos~ who do cross the border can 
still have problems with the Canadian sys­
tem. Canadian doctors refused to dispatch 
Monique Nadon·s medical records to 
Cleveland, where Heartbeat Windsor had 
scheduled her heart surgery. "There were 
about 2 ½ weeks or angry phone calls, 
threats of legal action and a lot or lies 
about 'shipping problems.' " says her la· 
ther. Patrick Nadon. Monique. now age 
three. was luckier than Joel Bondy: She 11· 
nally had her surgery and Is recovering at 
home. 

The surgeries are paid for through a 
loophole In Ontario law. which states that 
the provincial government will compensate 
any doctor or hospital up to 75% or cost for 
operating on an Ontarian overseas. Amert· 
can hospitals are happy to accept the par· 
lial payment as payment In lull rather 
than see their beds remain empty. 

Mr. Blllell's organization has now con· 
tracted with several Detroit hospitals to 
transport emergency cardiac cases di· 
rectly through the tunnel, rather than force 
patients to endure the long trek by road or 
helicopter to the cardiac-care facility In 
London. " I just got sick or seeing people 
die needlessly," Mr. BIiiett says. " It's as 
simple as that." 

Mr. Bnrnes is deputy editorial page edi­
tor a/the Detroit News, u:here another ver· 
sion of this article appeared. 

Photo Copy Preservation 

A. 

Cc 

sa 

p 

la 
tt 
01 
th 

c .. 
an 
ce 
In 
SU 

ec, 

ne 
nat 
ag1 
Die 
col 

Fu 
se1 
se: 
m 
Ju 
II 
Pl 
C 
p 

I ' 
a 
s 
V 

p 
u 
a 



THE WHITE HOUSE 

WASHINGTON 

JULY 2, 1992 

MEMORANDUM FOR GAIL WILENSKY 

FROM 

SUBJECT 

Gail: 

TONY SNOW '13 
OP-ED 

I like the op-ed very much. It hits the points we need to 
make and puts the onus on Democrats to get moving. Nevertheless, 
I'd suggest several sorts of changes. Rather than doing them and 
resubmitting a piece to you, I thought it might make sense to put 
the suggestions on paper. If they make sense to you, we' 11 
proceed. 

1) Opening: 
I think it might make sense to slap readers with the choice 

right away. Everybody in America wants affordable, reliable, 
first-rate health care -- now. The good news is that we could 
start making their lives better tomorrow. The bad news is that we 
must rely on Democrats, who seem more eager to regard the issue as 
a political plumb, and not as a priority. 

I'm sure there's a snappier way to set it up, but you get the 
idea: Note a) the universal desire to fix the system and b) the 
possibility of immediate Congressional action. After that, we can 
describing the ways in which we improve our present system, and 
prevent a Canada-style, go-to-America-if-you' re-really-sick system. 

We must create the proper political drama and give people a 
sense of the real struggle behind the scenes: Will we saddle 
innocent Americans with a system that has proved a failure 
elsewhere, or will we improve the world's best system and offer its 
riches to everyone in the United states? 

2) Pay or play: You may need to be a little more explicit on 
price-setting, and explain that some Democrats want to do for 
health care what Richard Nixon did for inflation. I'd also suggest 
a personal anecdote from your HCFA days. It helps to mention your 
previous association, but go further. 

3) Examples: Use examples to explain just what Action Now 
would achieve. 

For instance, Job lock provisions would ensure that someone 
with a heart condition could switch jobs. We might even want to 
offer up some homily: If you're good enough to hire, you're good 
enough to cover. Or: Your job should not be a life or death 
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situation. (I know, pretty lousy: But you get the idea . ) 

4) Explain some technical terms: "' swipable' cards," "MediSave 
accounts," the importance of "Action Now." 

5) Look for fun facts: As I read the piece, I wondered about 
a few fun facts. For instance, 

Cost controls and medical costs: Is there any literature on 
what cost controls have done to medical costs? Can we argue that 
some of our noble efforts have inflated costs instead of 
controlling them? What, if anything, would this plan cost 
taxpayers and consumers? What, if anything, would it save? 

Paperwork costs and savings: How much money do American 
companies now spend on health-care paperwork? (a good factoid for 
use in the swipable cards passage). How many tons of paper does 
this consume? Just how much would this reduce paperwork? Would 
it cut down on the number of bewildering forms people now must fill 
out if they wish to purchase a simple vial of prescription 
medicine? Would it eliminate those intolerable insurance lounges 
in hospitals, where the weary and sick await their turns to fill 
out forms? 

Liability costs: How much of the average medical bill goes to 
pay liability insurance and wicked, greedy, awful, offal trial 
lawyers? It might be nice to note that it costs $xxxx on average 
to bring a baby into the world, $yyyy of which goes directly to the 
local lawyer. 

Total costs: If we wanted to get insanely adventurous, we 
might even devise a pie chart that shows just where the average 
medical dollar goes -- the insurance company, the lawyer, the 
accountant, the federal government. Of each penny, how much 
actually goes for treatment and medication? Such a visual also 
could help us make the case that coverage would get cheaper right 
away if we cut out the overhead and got right to the patient. 

Health information: How would we make health insurance 
information available? How would we make it comprehensible? Right 
now, HMOs and PPOs and even some insurance firms advertise -- about 
deductibles, co-pays, choice in selecting physicians, etc. What's 
new about our idea? 

Costs of inaction: Finally, what will Americans forfeit this 
year if we don't act. Debaters often employ the crass and 
effective device of arguing that a foe's policy (or lack thereof) 
will cause innocent babes to die and blood to flow through the 
streets. Without being unduly hysterical or inaccurate, what price 
can we attach to Democrats' inaction? 

6) Include the unkindest fact of all: We're only trying to 
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give the American public access to the sort of health care system 
that Congress has designed for itself. 

I know this long roster of comments looks daunting. It's not 
meant to be. Indeed, with the proper factoids, we can get this 
thing ready to go in a couple of hours. I'd suggest trying the 
Washington Post this weekend (i.e., Sunday}. It should be a good 
one for them. 

Sorry I've run on so long. I hope this makes sense. 

Cheers. 
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THE WHITE HOUSE 

WASHINGTON 

August 27, 1992 

NOTE TO: Gail Wilensky 

FROM: French Hill 

SUBJECT: Our Healthcare T lking Points 

Reflecting on the coverage of the President's healthcare 
proposal, I would volunteer the following observations: 

1) Our criticisms of the opponent's plan are doing well. 
Please the attached article from Reader's Digest providing 
more fodder on Canada's failed plan. 

2) Our explanation of the President's plan is less crisp and 
understandable. 

3) Some easy, family-oriented examples on each of our points 
would make it much more real. We need to use less jargon, 
e.g. "pre-existing condition" and instead talk (as Secretary 
Martin did) about "the child born with the rheumatic heart." 

Some ideas: 

explain "health networks" as ways that real companies 
can bind together and lower health insurance costs. 
Use an example. 

explain how malpractice litigation raises healthcare 
costs, e.g . everyone can relate to the costs of having 
a child. So, ten years ago it cost$ X to have a baby, 
today it costs$ 5X. Malpractice premiums ten years 
ago were$ Y and today they$ 5Y. Thus, these costs 
are driving up your cost. Today, 80% of all 
obstetricians are defendants in lawsuits. 

In this manner plow through each of the President's key 
principles. They will sell more effectively. 

cc: Hanns Kuttner / 
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Deaders 
KDigest SEPTEMBER 1992 

An artick a day of enduring significance, in condensed ~nent boolckt form 

Some in C.Ongress think we can fix our problems 
by adopting Canada's plan. Before they vote, 

let's see how that system actually works 

HOWNOTTO 
. IMPROVE HEALTH CARE 

BY IAN R. MUNRO, M.D. 

[

JTJ'LE JoEL BoNDY of Leaming­
ton, Ontario, was born with 
hear~ deformities that re­

stricted the blood ff ow to hi& lungs. 
He needed open-heart surgery­
soon-to live. The ncarcat equipped 
pediatric facility was the Hospital 
for Sick Children, four houn away 
in Toronto. Bvt under Canada's 
national health-care system, com­
monly called Medicare, that hospital 
had closed hundreds of beds. For the 
remaining stripped-down ecrvices, 
there was a long waiting list. 

After many delays, Joel's desper­
ate parents notified administraton 
they were taking him .to a hospital in 
the United States. Amid embarrass-

0a. l•N IL MuNao ii dil"CCIDr of b Humana 
Cnniofacial lllllitute at Maiic■I City Dallu 
Hmpit■I. . 

ing news reports about the boy's 
plight, the Hospital for Sick Chil­
dren gave him an early surgery date. 

But it was too late. Joel Bondy 
died four hours before surgery was 
to begin. He had waited nearly two 
months for his operation. 

Kent Maerz has keratoconus, a 
disease of the cornea. Last August 
the 22-ycar-old Calgary student 
needed a corneal transplant within 
a few months to correct his rapidly 
deteriorating vision. Under Cana­
da's Medicare, the operation would 
cost his family nothing. But the 
wait would be two to three years. 

Maerz paid his own way to get a 
transplant at McIntyre Eye Oinic 
and Surgical Center outside Seattle, 
Wuh.1 in February. The travel and 
the operation cost Maerz's family _ 
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READER'S DIGEST Sep1embn-

almost $5000. So far, the Alberta 
Health Care Insurance Plan has re­
imbursed them only $644. "If I had 
a choice, I wouldn't pay taxes for 
Medicare," says Maerz. "When I 
needed it, it didn't do me any good." 

Today, many Americans be,licvc 
the U.S. health-care system is dan­
gerously flawed. Angered by the cost 
of private health insurance, which 
millions cannot afford, a strong ma- · 
jority--69 percent, according to a poll 
in The Wall Street J oumal-think 
the United States should adopt na­
tional health insurance. 

Legislation to create a system 
closely modeled on Canada's has 71 
co-sponsors in the House of Repre­
sentatives and broad union supf>?rt. 
Sen. Paul Wcllstonc (D., Minn.) has 
introduced a similar measure in the 
Senate. But before Americans leap 
to national health care, they should 
look at how the Canadian flan, 
perhaps the purest system o na­
tional health insurance in the 
world, really works. 

When a Canadian visits his doc­
tor, the doctor bills the government. 
If the patient visits a hospital, the 
hospital pays for his care out of a 
lump sum of money the government 
gtvcs it each year, and bills him 
nothing. That means the govern­
ment pays in full for all health care-­
except for voluntary procedures such 
as face lifts-for every citizen. 
There is no private health care to 
speak of, even for the very rich. 

Medicare is popular in Canada, 
especially among those who have 
not been seriously ill. After all, it 
JO 

appears to be totally free. In fact, it 
is very, very expensive. 

The average Canadian already 
pays 46 percent of his income in 
taxes. But Canada's health-care 
spending is growing faster than 
inflation, faster than its population 
and faster than the country's gross 
national product. Today, the United 
States has the costliest health-care 
system in the world. But Canada's 
is second, and both countries' per­
person costs have been rising at the 
same rate for years. 

With Canadian taxpayers 
stretched to the limit, how has 
Medicare responded to its runaway 
costs? It has not delivered the un­
limited care it promises. It simply 
spends less, even when patients 
need more. 

A Magnetic Resonance Imagcr 
(MRI) takes pictures to determine 
the shapes and positions of tumors. 
Tennessee, with 4.9 million peorlc, 
has more MRI scanners than al of 
Canada, with 26.6 million people. 
"There's a six-month wait for an 
MRI," says Dr. Walter Kucharczyk 
of The Toronto Hospital. "Some 
patients suffer because of the wait." 

A lithotriptor uses sound waves 
to smash kidney stones and gall­
stones. The United States has more 
than three times as many litho­
triptors per patient as Canada. 
It also has about three times as 
many open-heart-surgery and 
cardiac-cathctcrization units. 

Under Canada's national health­
care system, operating rooms and 
surgical beds arc dwindling. To 

.. 

199.;a HOW NOT TO IMPROVE HEALTH CARE 

save money, Canadian hospitals 
routinely dose additional beds and 
reduce surgical capacity in the sum­
mer and around Christmas. 

So patients wait. In Newfound­
land the average wait for a coro­
nary-artery bypass is one year. 

To avoid making the critically ill 
' wait too long, patients arc ranked. 

"Emergent" cases-like heart at­
tacks and car accidentJ-rcquirc 
care within 24 houra. "Urgent" 
cases arc next in importance. Pt­
ticnts not actually in danger arc 
classified "elective." 

But many elective patients, while 
not dying, arc in pain. Kenneth 
Hill, an orthopedic surgeon in Bur­
naby, B.C., docs hip replacements 
for arthritis raticnts. The avcrasc 
wait for this' elective" procedure ls 
27 weeks. But without surgery, 
some of Hill's patients cannot even 
get off his examining table unassist­
ed. "They can survive on painkill­
ers," he says. "But the quality of 
their lives is impaired, and some 
don't have many years left." 

Moreover, getting classified "ur­
gent" doesn't necessarily speed 
treatment. On Saturday, August 
25, 1990, a CAT scan revealed a 
mass in Stanley Roberts's brain. lf 
the mass was an :abscess, it could 
kill within days. ·., 

On Monday ·Roberts'• doctors 
decided he needed an "urgent" 
stcreotactic biopsy to diagnose the 
mass. But the nearest equipped hos­
pital, Vancouver General, had shut 
down IJ neurosurgery beds for the 
summer and could not take Roberts 

until the following Tuesday-eight 
days later. With Roberts visibly de­
teriorating, his desperate son plead­
ed to speed things up. But d1c 
hospital would not open an operat­
ing room after hours and incl.Jr 
overtime costs for staff. By Friday, 
Roberts was dead of an abscess. 

In the United States, admits Dr. 
Alan Hudson, president and CEO 
of The Toronto Hospital, "you'll 
get your X ray tomorrow and your 
operation the next day, and they'll 
apologize that they can't do them 
both right now." · 

Small wonder that many sick 
Canadians head for the border. In 
1990, half the lithotripsies per- · 
formed at Buffalo General Hospi­
tal in · New York-6o2-wcrc on 
Canadians. Even government offi­
cials seek care in the United States. 
When Quebec Premier Robert 
Bourassa developed a cancerous 
mole, it was removed at the National 
Cancer Institute in Bethesda, Md. 

Border-crossing can help rich or 
desperate Canadians. But it cannot 
ultimately solve these other prob­
lems of Canadian Medicare: 

1. Overuse. Because it's free, 
Canadians visit doctors' offices al­
most twice as often as Americans. 
The cost is driving taxes up and 
Medicare under. 

Dr. William Weaver of Vancou­
ver secs patients who roam from 
doctor to doctor seeking prescrip­
tions for narcotics, at no cost to 
themselves. William Rudd, a colo­
rcctal surgeon in Toronto, was re­
cently the 24th doctor a patient 
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~I I 
consulted for the same complaint. General Ken Dye, 61 percent of its However, the fee kr mammogram ton were practi~ng in the U nitcd 
The malady? "An emotional dis- patients were nonmilitary-includ- was reduced by a moat half, so the • States. Since viSJ rules were loos-

f case,/rojectcd onto the body," says ing members of Parliament, diplo- pressure to "read" faster remained. coed in April, that number is ex-
Rud . "But the exam cost $110. mats and senior bureaucrats. "Would they want their mothers' pccted to rise shally. 
Multiply that bl 24 times and tens NDMC has its own CAT scanner mammograms rushed?" asks one Some come to c United State, 
of thousands o peoplcl" and a nationally renowned cardio- radiologist in d~st . accking mor~ .~oncy. Others want 

Abuse of emergency rooms-ex- pulmonary unit. It is the only hos- 4. Demoralu doctors f:£Jr..,ng access to fac1ht1cs and technology. 
pensive to run but free to use-is tital in Ottawa equipped with a up and leaving. I'm original y from Virtually all arc convinced, as I 
rampant. Doctors complain about elicoptcr pad. "I don't think we'll Enfiland, which nationalized was, that they can no longer deliver 
parents who appear at night with get fundamental reform until those hea th care in 1948. By the time I apfiropriatc care in Canada. . 
children who have colds, becau~ it with the power to make changes was in medical school'in 1900, an t will be a sad irony if America 
is inconvenient to sec a doctor dur- feel the pain of the system them- English child could wait two to adopts the Canadian system. In 
ing the day. Some non-urgent ra- sci vcs," Somerville says. · three Jean to have his tonsils re-• fact, Canadian officials arc talkinj 
ticnts arrive at emergency room in 3. Patients mattmng kss and kss. move -and I knew I couldn't stay. about moving away from nation 
ambulances. The ambulance is Dr. Charles Wright, a manager at The first legal foundations of health care-charging patients fees 
free; taxis charge a fare. Vancouver General Hospital, says Medicare in Canada were not laid for using emergency rooms and 

"The problem," says Weaver, "is administrators maintain waiting until 1965, the year after I cmigrat- doctors' offices, for example, and 
the foolish generosity of the sys- lists on purpose, the way airlines ed. Another ten l:ar1 would pa11 limiting coverage for the· wealthy. 
tern." Dr. Joan Charboneau, of overbook. As for urgent patients on before Medicare gan undcrmin- "The system is getting worse day by 
Mississauga, Ontario, agrees: "If the lists who arc in pain, Wright ing medicine. In 1971 I joined To- day," says Dr. William Goodman 
something appears to be free, J:: argues that "the public system" will ronto's Hosttal for Sick Children, of Toronto. •America is now where 

ii pie don't feel rC$ponsiblc for ow decide when their pain requires one of the ncs~ ~i~tric ~OSfitals WC ~ere as ycan ago-:-3nd y~u'rc 
they use it." care. These arc "aocictal decisions," in North Amcnca. Sick Kids had makmg a the same mistakes. 

2. Sp«ial a«as. One of Medi- he declares. "The individual is not 8oo beds and no waiting lists. The When an individual's medical 
carc's proudest boasts is "cquitabil- able to decide rationally." equipment was superb. But in the expenses become crushing, most 
ity." The system is supposed to A patient at a Canadian hospital mid-197os the government's inftu- people believe their government 
guarantee that no Canadian feta bet- doesn't ~y for his stay, nor is it cncc over health care intensified. should step in. But to nationalize all 
tcr health care than any ot er. But paid for y his own insurance. Each By the mid-1~s, Sick Kids had health care as Canada has done 
some irate Canadians say cquitability · patient is a drain on the fixed bud- only 630 beds. (Today it has 511.) would be to toss our system out of 
is a sham. "Bureaucrats, politicir:: get the hospital gets from the gov- My outpatients were waiting three the frying pan and into the fire. 
and senior businessmen ;ump crnment. For this reason, Canadian months for CAT scans. I wanted to Patients must be free to make their 
queues by phoning hospita adminis- hospitals have no financial inccn- do research, but it was impossible to own arrangements with their own 

trators," says David Somerville of tive to offer good service. In fact, to get the money. I could no longer do insurers and doctors, or there is no 

the National Citizens' Coalition. save money, many rush, delay or the job for which I was trained. In hope for American health care. 

"It's not even illegal; the hospital shortchange care-deliberately. 1~ I left Canada for the Medical In the words of Toronto Globe 

just says they're 'urgent.' " In 1989 Ontario began opening City Dallas Hospital in Texas, and Mail columnist Terence Corco-

Then there's the National De- mammography screening clinics for where I am today., pursuing my ran: "You can believe that aocial-

fence Medical Center (NDMC), a all women over 50. It was suggested research and performing surgery. izcd mcdicarc is the most moral 

244-bcd hospital in Ottawa run by that radiologists evaluate 100 mam- Across Canada, frustrated doc- system in the world if you want. 

the Canadian military. Thcorcti- mogroms ~ /,our. Twenty per hour tors arc leaving. In 1990, dcdcitc . But the fact is that socialized mcdi-
cally, it serves the armed forces. But is norma . When radiologists pro- tight visa rules, 8~63 Canadian oc- care will not work." 
according to a report by Auditbr- tested, the suggestion was dropped. • Reprints of this article •~ •v•II.,.. See p.,e 212. 
j:l SJ 
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• • U!H \ u . h .. ;..u, ~ .. ;.,. . .... \. ... J\.,:,VU\J l~1ii.1 or ous1ness to pur ­
chase an annual income of perhaps $25,000 makes the 
~~er or-small pro~r(etor "rich," therefore deserving pun-
1s11.inent-but a dec1s1on to hold onto a farm or business 
that generates the same $25,000 a year in personal income 
makes such a farmer not rich. 

This is the hwnan reality utterly concealed by the static 
income-distribution tables so familiar in the capital-gains 
debate. The people classed as "rich" by virtue of capital 
gains will in most cases not be the same every year. But 
current law classes-and taxes-them as if they were rich. 

The best, perhaps the only, argument for the additional 
tax h the possibility that investors can find ways of report­
ing ordinary income as capital gains; thus, having at least 
some taxation of capital gains can provide a fail-safe source 
of revenue if the government's attempt to enforce the tax . 
law fails. But the answer is to draft the law to prevent such 
schemes-not to remedy one unfairness with another. 

Jeffrey Bell and John Mueller are principals of Lehrman 
Beil Mueller Cannon, Inc., an economic and political 
forecasting firm in Arlington. 

By Mo Sussman 

UNDER THE cover of running a restaurant: I 
am actually a tax collector for the government: 
I collect Social Security, Medicare and federal 

income withholding taxes; sales, workers' compen­
sation, unemployment and withholding taxes for the 
District of Columbia; and income withholding taxes 
for Maryland and Virginia. .: • ,J ,.

1
,,..-1:,., ,., 

The reason I don't think of myself as a restaurateur 
is that almost all of the money we take in goes to cov• 
er expenses. As the recession has driven ·business 
down, the government continues to pile one payroll 
expense on top of another. Congress and: President 
Bush do a lot of talking about wanting to help business 
create more jobs, but the fact is that even now Con­
gress is considering another massi".e cost-hike in the 
form of mandated health benefits. At a time when jobs 
are particularly precious commodities, policy-makers 
seem determined to make it harder to employ people. 

In the past decade, workers' compensation costs 
have tripled in most states. Over the last two years · 
the federal minimum wage rose from $3.35 to $4.25. 
Since 1979, the Social Security tax rate (employer 
and employees combined) increased from 12.3 per• 
cent to 15.3 percent and the amount of wages subject 
to it have more than doubled, from $22,900 to $55,-
000. . 

Because Congress in 1987 changed the way res­
taurants must count their employees' tip income, we 
now pay substantially more Social Security taxes on 

Mo Sussman is the owner of foe and Mo's Restaurant 
in downtown Washington. t,, ., 

tnc over-~.!uv,uuv c,a:,.,; msteaa tney rose 2U ana bo per­
cent respectively. The fact that revenue increased after the 
top capital-gains rate was cut to 20 percent implies that the 
current rate of up to 28 percent is too high and that more 
revenue could be "unlocked" by lowering it. 

President Bush is correct in his strong instinct to veto 
any capital-gains cut accompanied by a "trade" for a higher 
top income tax rate-even one in the form of a "millionaire 
surtax." Any agreement to raise tax rates, coming so soon 
after the increase in the top rate enacted in 1990, would 
signal effective repeal <;>f the Tax Reform Act of 1986 and 
the philosophy behind it-that lower rates on all should be 
paid for by treating everyone fairly. The evil caused by the 
defeat of a broad-based, low-rate tax system in which ev­
eryone must pay would far outweigh the economic pluses 
of a lower tax on capital gains. ' 

Commitment to a low-rate system is the best means of 
ensuring that the rich pay more. And history tells us that 
tl\e best way of increasing the government's capital-gains 
receipts is to cut these rates well below the punitive and 
unfair levels that apply today. 
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I Was a Chef for the 
A Bill of Unfair: The Fed~ Have Made Hash ~ 
each employee. This policy is more than costly; it's 
unfair. The Treasury Department counts all of an 
employee's tips as wages when calculating Social Se­
curity taxes-an approximate additional cost to me of 
about $1,000 a month. But, when it comes to deter­
mining whether workers receive at least the mini­
mum wage, the Labor Department largely disregards 
tip income. This means a restaurant must pay at least 
half of the minimum wage, even to employees who 
receive $30,000, $40,000 or more a year in tips. Res­
taurants have no control over tip income. - ' . 

N or do they determine wage levels. In 1987, 
economists throughout the country, as well as 
the Congressional Budget Office, predicted 

that a minimum wage increase would result in serious 
job loss among teenagers, the disadvantaged and the 
unskilled. Congress nevertheless voted to raise the 
minimum wage by 27 percent in 1989. Two years 
later, and they're talking about mandated health ben­
efits. As the mandates mount, the administrative bur­
den and costs are proving too much for many busi­
nesses to bear. 

There are only three ways a restaurant can absorb 
these costs. One is to lower the quality of the food we 
serve, and I don't consider that an option. Second, we 
could raise prices. When we opened in 1979, we 
charged $9.50 for a sirloin steak. Today we charge 

$26. To cover the cost 
plans Congress is consi, 
$32-pretty steep even 
pense account. 
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1981 tax act also stemmed 1rom the Fed~ ugnt•ntl,!1<.:) 
policies in reaction to huge projected budget deficits. 
Only after the 1982 tax act stopped the phase-in of 
some of the most egregious 1981 business tax cuts did 
the Fed loosen up enough to let the economy recover. 

T 
he checkered history of the investment tax credit 
is also instructive. Originally adopted in 1962, it 
was beefed up in 1964, temporarily suspended in 

late 1966, brought back in early 1967, repealed in 
1969, reenacted in 1971, increased in 1975 and again 
in 1981, reduced in 1982 and repealed (again) in 1986. 

A 1978 analysis of the 1962-76 experience by econ­
omists Lawrence Summers and Alan Auerbach was al_­
most totally negative. They found that the credit didn't 
increase total business investment but instead changed 
its composition and timing-away from what the mar­
ketplace otherwise would have demanded. (Summers, 
now chief economist for the World Bank, has since 

Robert McIntyre is director of Citizens for Tax Justice. 
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,ened in 1979, we 
.. Today we charge 

$26. To cover the cost of some of the health care 
plans Congress is considering, we'd have to charge 
$32-pretty steep even for the most generous ex-
pense account. ' · 

That leaves the third option, raising prices less dra­
matically and laying off workers as well. Such a step 
would hit customers with a double whammy: They 
pay more, and the smaller staff makes it tougher to 
provide them with quality service. Dissatisfied cus­
tomers would mean still less business, further cut­
backs and, pretty soon, another closed restaurant. 
Many other types of service businesses, such as dry 
cleaners and retailers, will face the same kind of 
choices. 

Somehow Congress got the idea that if they "phase 
in" each new payroll expense it won't hurt as much. 
Sure. And a heaping portion of chocolate mousse is 
less fattening if you eat it slowly. A restaurant-or 
any business-can't finesse the bottom line and sur­
vive with new expenses being piled on every year or 
so, any more than you can fool your waistline with 
slow mousse. Either way, it's belly up and belly out. 

Consider the so-called "play or pay" health care 
proposal that would force all employers to buy health 
insurance for their workers (at whatever cost) or to 
pay a percentage of their payroll to the government. 
Advocates claim it won't cost the public anything be­
cause employers will absorb the expense. Guess~ 

I , 
.... , 

\'t:ry !ea~t l)J:)jtJ..;::,.:, !)Ll1::,::: ... °""\liUdJt.:. h..li. .. ,, \qJL.u~ JJ:u • "'-·~ 
an "incremental" tax credit for business equipment in­
vestments that exceed a company's average for the 
previous three years. This might sound good at first-'­
after all, why reward investments that would have been 
undertaken anyway?-but the "incremental" credit has 
perverse effects. For example, the credits would. be 
"pro-cyclical," swelling when the economy and business 
investment are expanding but shrinking when invest­
ment contracts. And they would encourage all kinds-0f 
leasing deals, corporate reorganizations and other tax­
avoidance schemes as companies tried to maximize 
their advantages by lowering the base against which 
"new" investment is measured. : 

What Bush and Tsongas-and the rest of the polit~ 
ciaos who are carrying water for the loophole lobby-=. 
can't seem to grasp is that paying people and corpora­
tions to make investments that otherwise make no busi­
ness sense doesn't help economic growth-it impedes / 
it. . . 

again. Higher employment costs and payroll taxes ·· 
mean higher prices, lower salaries and lost jobs.' · 

"Play or pay" also shows the way public policy tends · 
to be made for corporate giants at the expense of · · 
small and medium-size businesses. Virtually all large ·· 
corporations already provide health care plans for · .. 
their workers. In fatter times, costs were passed on · . 
to consumers through higher prices. But that's harder · ... 
to do in the face of tough foreign competition and a · . 
recession. Big corporations, therefore, have nothing · 
to lose by paying the government for health coverage. · : 
It will save them money and the trouble of adminis- _ 
tering their own health plans. · 

T 
he big losers are the little guys like me, whose 
margin-hugging businesses can't withstand 
new health care costs, either in the form of 

health insurance or payroll taxes. Estimates of the tax 
burden range up to $1,800 per employee per year. 

You need only look at the "closed" signs on so many 
restaurants to see how the economic downturn, com­
bined with heavy-handed tax and wage policies, have 
brutalized my industry. Hardest hit are independent 
establishments and white-tablecloth restaurants, 
that-even in the best of times-have an SO-percent 
chance of failure in their first two years of operation. 
Thousands have been driven out of business in the 
past few years. 

Public policy-makers are among my best and most 
valued customers. Because they are in a service busi­
ness too, I'm inclined to give them a real tip: Every­
body pays when you hand small business thti_, ~eek. 
Oh, and if anyon~ -~ants t9J.P.~~~.t i11; th~ i.~4,ui-~t,, 
busine~, caij .MQ,iffi111e.;liately~1•w1 ·1rr,·• 

,, 
' 



HEALTH CARE REFORM PROPOSALS 

Address a HEAL organizing rally. HEAL is an organization of 
business and health groups that support market-oriented health 
care reform. Much of their focus is on small business. They are 
in the process of organizing local chapters in key Congressional 
districts. The President could address a meeting of one of these 
chapters where he could foster support for his health care reform 
proposal. Time frame: May or June . 

Roosevelt Room Meeting with Health Care Supporters. This same 
group met with Secretary Sullivan and Sam Skinner on the day the 
President released his health care plan. They are the core 
supporters of our initiative. Time frame: a Presidential drop­
by is scheduled for April 1. 

Address Baltimore Business/Health Care Seminar. HHS recommends 
that the President address the annual Baltimore health seminar 
organized by CEO Alex Brown. The conference attracts over 1,000 
CEOs and CFOs interested in health care policy. Time frame: May 
4-6. 

Commencement Address at Moorehouse Medical School. Secretary 
Sullivan was the founder and former dean of the Moorehouse 
Medical School in Atlanta. A well-known HBCU, Moorehouse would 
be an excellent site for a commencement address focused on health 
care reform. Time frame: checking. 

Great American Workout. Last year, Arnold Schwarzenegger joined 
the President on the South Lawn to promote this fitness 
initiative, which stresses the personal responsibility and health 
care aspects of our reform proposal. 

OTHER HEALTH EVENTS 

Release Healthy Start Public Service Campaign. The Ad Council 
has prepared a series of public service announcements aimed at 
promoting the infant and maternal health initiatives of the 
Administration. A White House Presidential speech in conjunction 
with this release could stress the key elements of our infant 
mortality package. Time frame: early May (Mother's Day). 

Roundtable Meeting on Immunization. Over the last year, 
Secretary Sullivan visited six cities to conduct immunization 
"summits" with state and local health officials. The President 
could travel to any of these cities to receive a briefing on the 
Administration's efforts to increase childhood immunization. 
Time frame: open. 

CABINET AFFAIRS/ MARCH 25 , 1992 



Information THE WHITE HOUSE 

WASHINGTON 

March 20, 1992 

MEMORANDUM FOR ROGER PORTER 

FROM: 

SUBJECT: 

HANNS KUTTNER 

REGIONAL COMPARISONS OF HEALTH INSURANCE PLANS 
FALLING WITHIN THE PRESIDENT'S PROPOSED LIMITS 

Attached please find regional comparisons of health 
insurance plans meeting the President's proposed tax 
credit/ deduction limits stratified by age or sex. 

ATTACHMENTS 
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General notes: 

• The definition of family is assumed to be 
policyholder, spouse and child. Child cut-off is 19 
years of age unless person is a student, in which 
case they are covered until 24 yrs. / age. 

• Rates are for urban areas. 

• Rates shown are for individual plans. 

• Unless specified, amounts are per month costs. 

• Average HMO premiums nationwide are calculated at 
$133.40/ single person and $354.28/ family of three. 

• An(*) indicates a State subsidy is available up to 
200 percent of federal poverty level . 

• Unless specified, plans do not include co-payments or 
deductibles. 

SOUTH 

PLAN : 

BENEFITS: 

PRODUCT 
PRICING: 

<29 
30-44 
45 + 

Florida Health Access, HIGH OPTION 

Basic unlimited inpatient, outpatient, maternity 
and emergency care services; limited home health 
and convalescent care; limited mental health and 
substance abuse treatment. Co-payment: $5 
physician visits, no hospital. 

single family 

$98.30 $241.60 
$104.59 $286.92 
$124.58 $322.87 



PLAN: 

BENEFITS: 

PRODUCT 
PRICING: 

PLAN: 

<29 
30-44 
45 + 

BENEFITS: 

PRODUCT 
PRICING: 

Op. 1 

Op. 2 

PLAN: 

BENEFITS: 

PRODUCT 
PRICING: 
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Florida Health Access, STANDARD OPTION 

Basic unlimited inpatient, outpatient, maternity 
and emergency care services; limited home health 
and convalescent care; limited mental health and 
substance abuse treatment. Co-payment: $10 
physician visits, $100 first 5 hospital days. 

single 

$90.68 
$96.48 
$114.92 

family 

$222.88 
$264.69 
$297.86 

Alabama Coalition for the Medically Uninsured 

Basic unlimited inpatient and outpatient 
hospital care; 6 physician visits, emergency and 
maternity care. Choice of delivery from public 
(op. 1) or private (op. 2) hospitals and 
providers. Co-payment: (op. 1) and (op. 2) $8 
outpatient physician visits, $20 inpatient 
visits, $50 ER visits. 

single 

$45.07 

$73.96 

family 

$110.86 

$186.32 

Tennessee Primary Care Association 

Basic physician and hospital inpatient and 
outpatient services; maternal and emergency care 
services; home health care, mental health and 
substance abuse services as riders. Co­
payment: $200 hospital and physician inpatient 
services, $5 outpatient physician services, $5 
maternity care. PREMIUM DOES NOT VARY BY AGE. 

single family 

$65.84 $177.75 



PLAN: 

BENEFITS: 

PRODUCT 
PRICING: 

EAST 

PLAN: 

Option A 

Option B 

BENEFITS: 

PRODUCT 
PRICING: 
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City of Birmingham, Alabama 

Basic inpatient and outpatient physician and 
hospital services; maternal and emergency care 
services; home health care and prescription 
drugs. Co-payments: Option A and Option B, 
both $10 physician visit, $5 prescription drugs, 
and $40 ER visit. PREMIUM DOES NOT VARY BY AGE. 

single 

$72.39 

$47.05 

MAINECARE* 

family 

$185 

$110 

Basic unlimited inpatient and outpatient care; 
maternity and emergency medical services; 
hospice and home care; limited mental health and 
substance abuse services. Plan subsidized by 
State to 200 percent of federal poverty level. 
Co-payment: both plans , $5 physician visit. 
PREMIUM DOES NOT VARY BY AGE. 

single 

$79.75 

family 

$238.46 



PLAN: 

BENEFITS: 

PRODUCT 
PRICING: 

<30 
30-39 
40-44 
45-49 
50-54 
55-59 
60-64 

WEST 

PLAN: 

BENEFITS: 

PRODUCT 
PRICING: 

PLAN: 

0-39 
40-55 
56 + 

BENEFITS: 

PRODUCT 
PRICING: 

0-39 
40-55 
56 + 
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Delaware BC/ BS, CHOICE 2000 INDIVIDUAL ACCT. 

Basic and emergency physician and hospital 
inpatient care; substance abuse and mental 
health services; maternity services 

single family 

$188.05 $314.87 
$207.40 $347.28 
$235.06 $393.58 
$247.18 $430.62 
$273.78 $458.41 
$309.72 $518.60 
$351. 20 $588.06 

Arizona Health Care Group, PLAN A 

Basic unlimited inpatient and outpatient 
hospital and physician care; emergency and 
maternal care and home health services. Co­
payment: $10 physician visits , $5 prescription 
drugs, $50 ER services. 

single 

$85.54 
$124.70 
$283.42 

family 

$274.51 
$400.20 
$909.54 

Arizona Health Care Group, PLAN C 

Inpatient hospital and physician services with 
$250 co-payment and $15 co-payment for 
physicians services. Emergency and maternal 
care services with $75 co-payment and 
prescription drug benefits with $10 co-payment. 

single family 

$72.87 $234.27 
$106.23 $341 . 52 
$241.42 $776.19 



PLAN: 

BENEFITS: 

PRODUCT 
PRICING: 

PLAN: 

BENEFITS: 

PRODUCT 
PRICING: 
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Utah Community Health Plan 

<30 
30-39 
40-44 
45-49 
50-54 
55-59 
60-64 

<30 

Basic unlimited inpatient and outpatient 
physician and hospital care; preventive care 
services; mental health and maternity services 
available as riders. Limited ambulatory, home 
health and dental care services except in cases 
of accidental injury. Co-payment: $5 
prescription drugs, $10 primary care visits, $20 
specialist visits, $50 ER visits, $75 outpatient 
surgery, $100 maternity care, $150 first four 
days inpatient hospital services, $350 first 
three days of hospital maternity care. 

male female child 

$56.26 $73.35 $20.41 
$59.52 $69.69 
$59.30 $64.06 
$62.39 $65.35 
$74.71 $77.67 
$95.96 $97.60 
$109.74 $111.02 

Denver Shared Cost Option for Private Employers 

Preventive and primary care benefits with $15 
co-payment for physicians' services; hospital 
inpatient care and nonprimary outpatient 
services with $250 deductible; limited alcohol 
and substance abuse treatment; catastrophic 
medical expenses with 50 percent coinsurance 
after the first $500 dollars. 

male female family 

$35.45 $66.50 $118.10 
30-34 $40.99 $63.85 $129.39 
35-39 $48.58 $66.92 $138.88 
40- 44 $58.27 $77 .40 $145.37 
45-49 $70.06 $91.88 $155.86 
50-54 $84.79 $111.18 $171. 08 
55-59 $103.25 $136.64 $200.38 
60-64 $127 .37 $168.70 $241.78 



PLAN: 

BENEFITS: 

PRODUCT 
PRICING: 

BC/ BS 

Kaiser 

NORTHWEST 

PLAN: 

BENEFITS: 

PRODUCT 
PRICING: 

HMO 

PPO 

25-34 
35-44 
45-54 
55-64 

25-64 
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San Fransisco Bay Area Business Group on Health 

Basic inpatient and outpatient physician and 
hospital benefits except routine checkups; home 
health care and maternal care services; 
emergency care services; and limited mental 
health care services. $250 annual deductible, 
20 percent coinsurance rate. No co-payments. 

male female family 

$101 $101 $230 
$121 $121 $263 
$155 $155 $323 
$215 $215 $431 

$126 $126 $332 

Blue Cross/ Blue Shield 

Basic inpatient and outpatient physician and 
hospital services; maternity and emergency care 
services; limited prescription drug and mental 
health benefits. MUST BE A NON-SMOKER. PREMIUM 
DOES NOT VARY BY AGE. 

single 

$103 

$91 

family 

$236 

$207 



PLAN: 

BENEFITS: 

PRODUCT 
PRICING: 

0-18 
19-39 
40-54 
55-64 

MIDWEST 

PLAN: 

BENEFITS: 

PRODUCT 
PRICING: 

<30 
30-39 
40-49 
50-59 
60 + 
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Washington Basic Health Plan* 

Basic unlimited physician and hospital inpatient 
and outpatient care; emergency and maternity 
care services; preventive care services and 
prescription drugs. Co-payment: $5 outpatient 
physician visit, $50 inpatient admit, $25 ER 
visit. 

male female one or more children 

$111.10 
$103.10 $103.10 
$133.50 $133.50 
$167.80 $167.80 

Blue Cross/ Blue Shield III (COSE) 

Basic unlimited hospital and physician inpatient 
and outpatient services; mental health/ substance 
abuse coverage; maternity and emergency care; 
prescription drugs and organ transplants. Plan 
requires 20 percent co-payment for physician and 
hospital services after $100 deductible for 
singles or $200 for families. 

single family 

$58.07 $211.23 
$70.30 $226.89 
$103.91 $250.35 
$140.58 $302.51 
$190.50 $399.00 



PL.AN: 

BENEFITS: 

PRODUCT 
PRICING: 

PL.AN: 

<30 
30-39 
40-49 
50-59 
60 + 

BENEFITS: 

PRODUCT 
PRICING: 

<30 
30-39 
40-49 
50-59 
60 + 
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Blue Cross/ Blue Shield IV (COSE) 

Basic unlimited hospital and physician inpatient 
and outpatient services; mental health/ substance 
abuse coverage; maternity and emergency care; 
prescription drugs and organ transplants. Plan 
requires 20 percent co-payment for physician and 
hospital services after $250 deductible for 
singles or $500 for families. 

single 

$53.05 
$64.22 
$94.94 
$128.44 
$174.03 

family 

$192.98 
$207.28 
$228.72 
$276.38 
$364.53 

Preferred Care of Ohio 

Basic unlimited inpatient and outpatient 
hospital and physician care, maternal and 
emergency care services, prescription drugs. 
Co-payment: $10 physician visit, $50 ER visit , 
$5 prescription drugs, $2 maternity care visit. 

single family 

$78.75 $297.64 
$95.33 $319.69 
$140.92 $352.75 
$190.64 $426 . 24 
$258.35 $562.20 



PLAN: 

BENEFITS: 

PRODUCT 
PRICING: 

MID-ATLANTIC 

PLAN: 

BENEFITS: 

PRODUCT 
PRICING: 

PLAN: 

Benefits: 

PRODUCT 
PRICING: 
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Michigan Blue Care Network Option 

Basic unlimited inpatient and outpatient 
physicians and hospital services; maternal and 
emergency medical services; home health 
services; limited mental health and substance 
abuse services. Co-payment: $3 prescription 
drugs, $5 physician services, $5 maternal health 
services, $ 25 ER services. PREMIUMS DO NOT 
VARY BY AGE. 

single 

$91.18 

family 

$227.95 

NY State Program for the Uninsured, for CHILDREN 

Outpatient benefits only for 0-12 year olds. 
Co-payment: $3 prescription drugs. 

$650 for NYC, $500 for outlying areas 

NY State Program for the Uninsured, ER PLANS 

Basic unlimited inpatient and outpatient 
physician and hospital services, emergency 
medical and maternity services, well-baby care, 
and prescription drug benefits. Limited mental 
health. PREMIUMS DO NOT VARY BY AGE. 

single family 

$ 



PLAN: 

Benefits: 

PRODUCT 
PRICING: 

PLAN: 

BENEFITS: 

PRODUCT 
PRICING: 

-11-

NY State Program for the Uninsured, INDIVIDUALS 

Basic unlimited inpatient and outpatient 
physician and hospital services, emergency 
medical and maternity services , well-baby care, 
and prescription drug benefits. Limited mental 
health. PREMIUMS DO NOT VARY BY AGE. 

single family 

$ 

New Jersey Blue Cross/ Blue Shield 

Basic inpatient and outpatient hospital and 
physician benefits; prescription drug coverage; 
maternity and emergency medical services; mental 
health and substance abuse services. $1000 
deductible. Co-payment: 20 percent on 
prescription drug services. 

single family 

$506.16 / quarter $1223 / quarter 



PLAN: 

Benefits: 

PRODUCT 
PRICING: 

PLAN: 

Saratoga 
Manhattan 
Bronx 

BENEFITS: 

PRODUCT 
PRICING: 

-11-

NY State Program for the Uninsured* 

Basic unlimited inpatient and outpatient 
physician and hospital services, emergency 
medical and maternity services, well-baby care, 
and prescription drug benefits. Limited mental 
health. PREMIUMS DO NOT VARY BY AGE. 

single 

$60.44 
$113.02 
$170.81 

family 

$133.17 
$249 . 01 
$512.43 

New Jersey Blue Cross/ Blue Shield 

Basic inpatient and outpatient hospital and 
physician benefits; prescription drug coverage; 
maternity and emergency medical services; mental 
health and substance abuse services. $1000 
deductible. Co-payment: 20 percent on 
prescription drug services. 

single 

$506.16 / quarter 

family 

$1223/ quarter 


