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March 7, 1995

MEMORANDUM FOR FILE

FROM: Judithanne Scourfield

SUBJECT: Elizabeth Cook letter

At Jennifer Klein’s suggestion, Ms. Cook’s letter was forwarded

to HHS’s Executive Secretariat Claudia Cooley today. A copy of
the HHS response will be sent to Ms. Klein.



THE WHITE HOUSE

WASHINGTON

March 21, 1995

Ms. Elizabeth J. Cook
1245 Manzona Way
San Diego, California 92139

Dear Ms. Cook:

Thank you for writing about the lack
of Medicare coverage for acupuncture and
massage therapies. I have forwarded your

R S letter to Claudia Cooley, the Executive
Secretariat of the Department of Health and
Human Services, who can address your
specific concerns.

I am happy to learn that these
treatments have helped you. As you know,
the President and I firmly believe that an
emphasis on disease prevention is essential
both to promote health and to contain
health care costs.

Sincerely yours,

HI}I& dban, (Loston

ry Rodham inton



Mrs. Clinton

Over the years | have received significant health benefit from treatment with massage
and acupuncture. In addition, these licensed practitioners of natural medicine have
provided me with valuable information and insights into the effects of lifestyle and diet
on my health. These services have been provided at reasonable cost and in a very
professional manner.

My question to you today, is why does Medicare not help pay for these services? They
are effective, reasonably priced, and | believe help keep me well in a preventative
manner?

Thank you very much in advance for any efforts you can make to help in this important
matter.



THE WHITE HOUSE

April 14, 1995

Mr. Jack Sheinkman
President
Amalgamated Clothing
and Textile Workers Union
15 Union Square
New York, New York 10003-3377

Dear M Y:;;an:

Tha you for sending me a copy of
Professor Merton Bernstein's national
health care proposal. The President and I
very much appreciate your past support and
continuing interest in our efforts to
reform the health care system.

As the President said in his State of
the Union address, he remains firmly
committed to continuing the fight to
guarantee that every American has health
insurance and to contain health care
costs. This year, we will work with the
Congress to take the first steps toward
achieving these goals.

Thank you again for writing. I have
forwarded Professor Bernstein's proposal
to our health policy staff for their
review. .

Sincerely yours,

Hillary Rddham Clinton



‘AMALGAMATED CLOTHING AND TEXTILE WORKERS UNION

JACK SHEINKMAN

President
ARTHUR LOEVY BRUCE RAYNOR
Secretary-Treasurer Executive Vice-President
AFL-CIO, CLC
15 UNION SQUARE *« NEW YORK, N.Y. 10003-3377
TEL (212) 242-0700 FAX (212) 255-7230

February 6, 1995

Mrs. Hillary Rodham Clinton
The White House

1600 Pennsylvania Avenue, N.W.
Washington, DC 20500

Dear Mrs. Clinton;

Attached is a copy of my friend, Professor Merton Bernstein’s national health care
proposal adapted according to him to today’s circumstances.

(1) It proposes competitive bidding among self-formed groups of private insurers
and providers to determine each state’s private single payer. Private administration
would remove the curse of "big government". It also provides for a non-tax method of
providing funds, although it contemplates using a tobacco tax for a small portion of the
money required for universal coverage and banning pre-existing conditions.

(2) It proposes shifting $50 billion of current expenditures for non-health-
insurance medical services (such as workers’ comp., homeowners, and auto and truck
insurance) to health insurance. The money would purchase more than it now does
because of eliminating a great deal of paper shuffling and health insurers pay much less
than these other insurers for the same diagnoses.

I trust that this proposal will be of assistance to you in your significant efforts
dealing with health care.

With warm regards,
Sincerely,

e

Jack|{Sheinkman

President
VICE PRESIDENTS JOHN ALLERUZZO JEAN-MARC COUTURE ARTHUR HOOVER FRANK NICHOLAS, JR.
NOEL BEASLEY OLGA DIAZ JOHN HUDSON CARMEN PAPALE
CLAYOLA BROWN BRUCE DUNTON JAMES A. JOHNSON AMANDA STEVENS
ED CLARK JOHN FOX RICHARD MacFADYEN JOAN SUAREZ
ANTHONY COSTANZA NICK HAMBAS ANDREW MATTEY JIM WALRAVEN
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January 20, 1995

RX FOR UNIVERSAL PRIVATE SINGLE PAYER
HEALTH CARE WITHOUT NEW TAXES

by

Merton C. Bernstein

COMPETITIVE BIDDING TO BECOME A STATE’S PRIVATE
SINGLE PAYER - SAVES 3100 BILLION . . .. ... ... ... ... ... .....

REDIRECTING THE MEDICAL CARE PORTION OF
NON-HEALTH INSURANCE PREMIUMS . . . . ... ... ... . ... . ...

THE EXAMPLE OF WORKERS' COMPENSATION -
SAVES OVER $12 BILLION . . . . . . .. e

TRANSFERRING MORE THAN $50 BILLION FROM THE MEDICAL
CARE COMPONENTS OF LIABILITY INSURANCE . ... ... .. ... ... .....

ADMINISTERING THE PROPOSAL . .. ... ... ... ... . . .. .. .. ... ...,
TO COVER ALL WE MUST SAVE LOTS . ... ... .. .. ... ... ... .. .....

ATTACHMENT A - Summary of Medical Care Payments Under Various
Insurance Coverages . . . . . .. .. .. i

ATTACHMENT B - 1992 NCCI data on Workers’
Compensation (2 pages) . . . . . . ... ..

* Professor of Law, Washington University. Author of The Future of Private Pensions (Free Press-
Macmillan 1964) and co-author, with Joan Brodshaug Bernstein, of Social Security: The System That
Works (Basic Books 1988). Principal Consultant to the National Commission on Social Security Reform
(1982-83) and delegate to the White House Conference on Aging (1995).



January 20, 1995 : Universal Health Care

Support for universal health insurance is itself almost universal -- and so is opposition
to new taxes to pay for it. Extending coverage and eliminating the exclusion of pre-existing
conditions cost vast sums. So, the trick becomes to achieve about $100 billion in savings from
money already being expended and to use those savings to 'pay for the 39 million people who
now lack assured medical care from either private insurance or public programs. And
substantial sums also must be found to bring insurance within the reach of small companies who
account for the major bloc of uncovered employees. Further, public antipathy to a public
bureaucracy to administer unused health care means private mechanisms must do that job.

A universal health plan can succeed -- economically and politically -- without federal
government administration and tax increases. Two measures - not yet seriously considered - can
make this happen: (1) competitive bidding to select a single private health insurance
administrator for each state or region and (2) redirecting into health insurance $50 billion already
being spent on the medical care portion of several kinds of liability insurance.

Competitive bidding among groups of insurers to select a single private
administrator/payor in each state or region (parts of some populous states or contiguous areas
of more than one state) would capture over $100 billion in savings (the Office of Technology
Assessment and the Congressional Budget Office estimates) by eliminating sales and promotion
costs and claims processing expenses for both insurers and health care providers. Higher taxes
on tobacco products command great popular support; they can generate as much as $18 billion
a year (the 1994 House Health Care Subcommittee proposal). Most small businesses already

pay for workers’ compensation and automobile and truck insurance. Using the portion of
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January 20, 1995 _ Universal Health Care

premium now paid for medical care more efficiently in health insurance would ease the burden
for more small businesses to cover their employees.

Together, the measures proposed here would provide the sums needed to provide
universal coverage and eliminate exclusions for pre-existing conditions. Supplemented by
additional reforms, such as prohibiting costly conflicts of interest among providers,! we can

assemble the funds needed for universal coverage without increasing total medical care outlays.

COMPETITIVE BIDDING TO BECOME A STATE’S PRIVATE SINGLE PAYER
SAVES MORE THAN $42 BILLION

Both proponents and opponents of a single-payer system have assumed that it must be
(1) government operated, (2) would not achieve economies through competition, and (3) would

require increased taxes. Those assumptions are baseless. A privately-operated single payer

selected in each state or region selected by competitive bidding would produce vast savings.
Private administration would make a consolidated payer politically acceptable and harness the
accumulated know-how and cost-consciousness of private enterprise. The savings achieved can
be translated into payments for the new system without imposing new taxes Or raising existing

taxes.”

' For example, studies show that physicians with an ownership interest in diagnostic centers
and test labs prescribe those services more than non-owners. Prohibiting provider conflicts of
interest can save large sums.

* Other than on tobacco.



January 20, 1995 : Universal Health Care

Competitive bidding is the time-honored way of obtaining goods and services at lowest
cost. Using that device to select among groups of private insurers to determine which private
entity would be the unified "single-payer" insurer for health care services in each state or region
would yield enormous savings on insurer sales and promotion outlays and administrative costs.
In 1994, the Office of Technology Assessment put overall savings at $100 billion.

Private insurers and providers would form health insurance groups to bid against one
another to become the insurer/administrator of a state or regional program for a stated period
of years. Limiting any group’s national market share and the duration of its contracts would
assure many competing organizations. Limiting the portion of the national market of any single
participating company would further assure that many companies would vie for the role.
Contract periods should be staggered so that each year contracts in some states come up for bid.

The successful bidder would face no competitor during its contract term and so need not
include the prodigious costs of promotion (advertising and commissions) in its bid or subsequent
charges. That provides a major saving over current practice and proposals where all insurers
must include promotion costs in their premiums because they must constantly compete with rival
insurers for patrons.

The proponents of managed competition claim that insurer plans would compete on price
and quality, the latter to be shown by published reports of provider track records. Data on
outcomes do not necessarily identify the best providers. For example, deaths may occur most
frequently at the hands of the provider that gets the most tough cases. Even assuming that

mortality rates, for example, do somehow show the efficacy of a provider’s services, experience
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January 20, 1995 : Universal Health Care

lends little support that potential consumers will choose a provider based on such information.
The more than $124 billion spent_annually by private enterprise for advertising and the ever-
present advertising by health insurers attest that U.S. enterprises favor that device when
competing. Health plans now huckster. their wares on billbbards, airwaves, and direct mail as
they battle for market share. We can avoid those growing non-health-care costs and apply the
funds they consume to coverage or lower premiums.

The state (or regional) single payer would insure the payment of all providers for a state
(or region’s) residents who would receive the same coverage without distinction by source of
payment. This would eliminate the enormous and expensive non-medical record-keeping now
necessary for each insured and each patient. Uniformity of coverage would also make the single
payer and all providers expert in what is covered and what it costs.

States could experiment with fee-for service, HMO’s, preferred providers and whatever
other devices each one thought most promising. They could even specify in their invitations to
bid whatever combination of such arrangements they desired - providing some with
fee-for-service coverage, some HMO coverage, some PPO coverage. If a state legislature thinks
the additional cost of such variety is worth the price, or possibly more efficient than a uniform
method for all, it could pursue its preferences. I am persuaded that uniform coverage makes
the most sense because all of us are subject to the same hazards and uniformity achieves the
greatest efficiencv  But, enabling the states to experiment with a variety of methods would

counter the opposition to "one-size-fits-all" arguments and enable the nation to experiment with
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various kinds of coverage and combinations. Any insurer or insurer-provider combination could
join forces with any other insurers and providers to form a group to bid on a state’s package.

A single payer’s contract with a state or region would run for a specified number of
years. Records of premiums and payout must be matters of bublic record to enable other insurers
to compete and to assure providers that they are getting a fair shake from insurers and
vice-versa. A few years under a contract would be necessary to enable all concerned to gain
experience and also to spread health problems, such as flu epidemics, over a period long enough
to provide the balm of averaging costs.

Invitations to bid should be made sufficiently long in advance of a new contract period
to enable providers and insurers to form their groups. Federal and state anti-trust laws must
apply so as to avoid collusion between prospective bidders.

The coverage must enable participants and patients to move from state to state and keep
coverage. National law might have to specify the method(s) of reciprocity so that each affected
state’s insurer would get a proportional amount of a year’s premium and a proportional share
of the year’s obligations for participants and patients who move in any year.

State or Regional Arrangements

Some states are so large and populous that they may wish to segment the areas served so as
to conform to local circumstances. Others may wish to establish uniform rates and therefore
combine urban and less populated areas. Some states may desire to form regional arrangements

with contiguous states for all or a portion of their population so as to fit varying circumstances
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of population and transportation. They should be free to make such arrangements through
interstate compacts.

A clearinghouse for information should be maintained for the convenience and use of all
states, especially less populous and less affluent states. Td minimize objections to a national
government role, the federal government could provide the Council of State Governments with
funds to establish such an institution or the states could provide the necessary funds. After such
an institution gets started, its services might be available to states on some fee basis decided by
states that decide to participate.

The essentials of this proposal are: Simplification in the interests of low cost, affordability
and simplicity; sufficient variability among the states to enable experimentation; a minimal role
for the federal government once it enables the system to get going.

Paving for Single Paver

The current single-payer proposal depends upon taxes assessed primarily upon
participants. The proponents argue quite sensibly that the taxes would cost most participants less
than they now pay. But a tax is a tax and hard to sell, all the more so because many participants
will not readily recognize that employer payments probably come from their pay package
anyhow. I strongly urge a different approach.

The initial stage of a private single-payer program should use a "maintenance of effort”
principle. That means that whatever an enterprise now pays (measured by recent years’
premiums made proportional to current employment) it would continue to pay for a time (as a

condition of eligibility for deductibility). Each state would ascertain that amount by requiring |
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January 20, 1995 : Universal Health Care

reporting on state corporate, partnership. and individual tax returns. The total thus ascertained
would be translated into an estimate of what coverage that amount would buy in a single payer
market. The state could apportion some of that amount to its expenses to administer the
program. Or the tfederal government might assume that cost or some part of it, as it does in the
unemployment compensation program. Some less populous states might find such help necessary.
On the other hand, some states may find to advantageous to combine their efforts with
neighboring states or contract with an organization like the Council of State Governments.

The amount that the state ascertains would enable it to offer a specified package would
constitute the maximum amount it would pay to a successful bidder. But the bidders would be
invited to offer to do the job for less, with the lowest bid the winner. The state could then use
any surplus for expanding its package of coverage or lowering premiums.

[ urge that the system move toward a contributory basis, at least for the currently
employed, as in Social Security, and charging premiums, as in Medicare. Such an arrangement
gives the participants two competing stakes: as potential patients, they desire to maximize
coverage; as purchasers, they desire to pay as little as possible. Giving all or most participants
such competing stakes should encourage balance between cost and coverage.

As described in the next section, most enterprises and individuals already pay premiums
tor medical care insurance in non-health insurance coverages such as workers’ compensation and
automobile. Applying the medical portion of such premiums to health insurance would help pay
their health insurance premiums, but getting more medical services for each dollar paid. Such

payments also reduce the cost problem of enterprises that now do not provide health insurance.

-7-
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These initial arrangements would make it clear to residents and businesses in all states
that they pay for covering the employees of "free riders". They then could decide whether they
wish to continue to do so or require some or even an equal contribution from the "free riders"
or provide some explicit subsidy. States could decide the conditions for free-rider status, possibly
permitting it for only a limited start-up period for an enterprise.

The maintenance-of-effort phase would be limited to several years. During that initial
period. each state could decided how it wished to proceed thereafter. They could choose
premium rates that varied by industry, thereby reflecting the differing hazards of different
employments. Or a state may decide that it is more rational to proceed as the single-payer now
proposes, utilizing tax revenues tailored to the circumstances of such a system.

It would be wise to enact the initial phase for say six years and provide for debate and
voting on modifications to assure debate on the next phase and to assure people that whatever
the initial stage. it is not set in stone.

HHS. the Council of State Governments, the National Governors’ Association, and
individual states should set aside funds to study what states do and assess their outcomes after
a period long enough to reach some conclusions about the comparative merits of various
approaches.

Single payer with adequate record keeping also should enable the public and policy
makers to see where the money is going. That should provide a reasonable basis for decisions

about curtailing or expanding various aspects of each state or region’s program.
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That initial stage, if coupled with adequate information, also ought to enable states to
decide how to make the cost burdens more equitable. Many substantial enterprises and their
employees now subsidize the free-rider segment of the economy. That does not seem fair or
good tor competitiveness over the long haul.

The maintenance-of-etfort approach would apply also to public programs for the initial
phase. With more complete tracking of costs and financial support than now exist., better
decisions about the proper sharing of burdens should be feasible. So, if it appears that the
portion of payments now allocable to Medicaid pay for substantial numbers of employee of
enterprises that pay less than comparable enterprises for their employees, a state could decide
to require more from such companies.

Single payer is the nation’s best bet for assuring universal coverage and also reducing
health care costs to individuals, families, enterprises, the states and the federal government
because it produces the greatest economies. As this short presentation shows, single payer can
be launched state-by-state, use private entities, harness competition, and encourage
experimentation without the political burdens of new taxes and an enlarged public bureaucracy
which now prevent the serious public consideration of this most promising alternative.

In sum, under this proposal, enterprises, home owners, and automobile and truck owners
and operators (private and commercial) would pay to the health insurer essentially the same
medical care premium they now pay to liability insurers. The health insurer would provide
coverage for medical care now shunted over to other insurance coverages. Health insurance

would cover the costs of preventive measures and injuries and illness regardless of cause. Those

9.



January 20, 1995 : Universal Health Care

enterprises and individuals engaged in activities causing injury and illness (e.g.,automobiles and
trucks) would pay more than those who do not. The costs of such hazards would register in
enterprise prices. exerting pressure to eliminate or reduce the more harmful, the more costly
activities. All would pay the health insurance premium re.ﬂecting their activities. Non-health
insurers would be required to reduce their premiums to reflect that they no longer provide the

medical care component.

REDIRECTING THE MEDICAL CARE PORTION OF
NON-HEALTH INSURANCE PREMIUMS

Most non-health liability insurance includes medical care components. Today,
expenditures for advertising, commissions, claims processing, litigation (mostly preparation for
litigation and settlement negotiations), and administration consume up to 50% of the premiums
paid for non-health insurance coverages. Redirecting to health insurance the medical care
component of premiums for workers’ compensation, personal and commercial automobiles and
trucks, homeowners, temporary disability, malpractice, and products liability insurance policies
would eliminate a substantial portion of advertising, commission, and claims processing and
litigation costs. All health services to any individual or family would flow from one private
insurer rather than many.

This would accomplish vast savings by:

] Eliminating the need to determine which insurance and insurer, from among
possibly dozens, should pay;

° Eliminating millions of transactions between insurers and medical care providers;

-10-



January 20, 1995 : Universal Health Care

° Eliminating or reducing commissions:

] Reducing insurance company advertising costs;

° Substituting lower-outlay health insurance for higher-cost non-health medical care
insurance. :

THE EXAMPLE OF WORKERS’ COMPENSATION - OVER $12 BILLION IN SAVINGS

Employers expend some $63 billion for workers’ compensation coverage, including
approximately $17.6 billion paid out for medical benefits (1992 data). Redirecting that $17.6
billion (and the accompanying mark-up of about 33% to approximate the premium cost) to a.
system of universal coverage would buy a great deal more in medical services than those sums
obtain now.

For starters, of 4.6 million workers’ compensation claims administered by major private
insurance companies in 1988-89, 3.5 million were for "medical [care] only" benefits (see
Attachment B). In such cases, clerks typically verify the claimant’s eligibility by ascertaining
whether the claimant worked for the insured company on the date of the claimed injury; then
they authorize payment for virtually all claims. Performing this simple task for 3.5 million
claims costs some $270 million, about 27% of the $1 billion in benefits paid. As few such cases
result in denials, the expenditure of $270 million is utterly wasteful. Redirecting the $1.3 billion
spent on "medical only" workers’ compensation claims into national health care would capture

practically all of the $270 million to pay for medical services.
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But there are bigger fish in that pond.

The remaining 1.1 million injured employees claim not only medical care but lost wages.
Such claims require determination of liability in order to make the associated medical costs
eligible for payment by the workers' compensation carrier. Again, most such cases get settled.
The pattern tends to be that small claims (the most numerous kind) get settled quickly with little
attention to their merits while large claims take longer. Bargaining occurs over the amount of
lost-wage compensation; but medical billings are, for the most part, paid once the compensation
claim is agreed upon. (Claimant lawyers’ fees are a percentage of the compensation payment;
the medical care costs do not figure into lawyers’ fees.)

The 1.1 million workers’ compensation claims reported by the National Council on
Compensation Insurance that involve both compensation and medical benefits produced payments
of $8.6 billion for medical services at a cost of about $1.1 billion in private insurer
administrative expenses. (Those figures do not include outlays in several major states and
publicly-administered workers compensation programs that go through the same rigamorole.)

If all workers’ compensation medical services and the portion of premium allocable to
them were folded into health insurance coverage, about $2 billion would be saved on paper
shuffling and added to the funds available to pay for medical services.

But that’s not all. Workers’ compensation experts estimate that workers’ comp

pays, on average, twice as much as health insurance does for the same diagnoses.’

3 Minnesota Department of Labor & Industry, Industrial Strength Medicine: A Comparison
of Workers' Compensation and Blue Cross Health Care in Minnesota (1990) p. iii (Executive
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Applying all of the $17.6 (plus its premium costs another $6 billion) billion of workers’
compensation medical care benefit payments to health insurance could add up to $12 billion net
gain to pay for needed medical services.

Some seek to preserve workers’ comp medical apart from health insurance because
employees do not pay the co-insurance and deductibles under workers’ comp that they do in
health insurance. The utility of such payments is debatable. Whatever the merits, adjustments
can be made so that employees do not lose those savings. Some employer groups claim that
their relationship with workers’ compensation enables them to work with physicians to get
employees back to work quickly. But all health providers know that it’s good medicine to
restore all capabilities as quickly as possible. Even assuming that some need employer urging,
such communications can continue.

In sum, rerouting the medical care now paid by workers compensation and the funds now

spent for them into whatever health care plan we adopt would help achieve universal coverage.

TRANSFERRING MORE THAN $50 BILLION FROM THE MEDICAL CARE
COMPONENTS OF LIABILITY INSURANCE

Insurance Information Institute data (Attachment A) show some $37.1 billion in annual
medical care benefit payments (not premiums) by automobile insurance (personal and
commercial), general liability, medical malpractice, commercial multi-peril, homeowners and

workers’ compensation. Assuming that the benefit payout comes to about 75% of premium for

Summary). In Missouri, worker's comp pay 50% more than Medicare for the same diagnosis.

13-
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those programs (a very conservative estimate), redirecting their premiums for the medical

portion of such insurance would make more than $50 biilion available to the universal coverage

health insurance system.
Combining the portion of premium allocable to medical services in all insurances would save
(1) the transaction costs of ascertaining which kind of insurance and which insurer should pay,
(2) how much should be paid, and (3) the transfer costs to move funds from one insurer to
another or even several others. This is no small matter. Ascertaining which insurer or insurers
should pay and how much has become so complex that intricate articles provide diagrams
showing how to run the maze. Running the traps costs time and money better spent on medical
services. Even more importantly, rerouting would substitute the more efficient health insurance
for other insurance programs which, like workers’ compensation, pay more than health insurance
for the same diagnoses.
The next question, then, is, how to get the money from there (other plans) to here (health

insurance).

ADMINISTERING THE PROPOSAL

The health insurance package would cover medical services regardless of who or what
causes the injury or iliness. Those of us who, for example, own cars or operate businesses will
continue to pay the medical care costs for each such activity -- but to our health insurer.
Individuals and businesses would have ample incentive to do this because that would reduce their

health insurance premium.
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Employers also would remit the amounts payable by employees (on their personal cars and
homes) through withholding, just as they do Social Security FICA contributions and union dues.
To simplify this process. such payments could be made uniform among, for example, all
automobile and truck owners. Rental vehicles would be sﬁbject to the same rates so that the
contribution could not be avoided by renting. Truck rates could vary according to tonnage - the
greater the weight. the greater the potential for damage to the drivers and occupants of other
vehicles.

The portion of premium payable for medical services is readily broken out of total
premium because it goes into ascertaining total] premium in the first place. To simplify the
procedure and minimize costs, each industry’s rate for the medical component of liability
insufance would be applied to all employers in each industry, including those who self-insure.
Employers would pay those amounts to the health insurer rather than the liability insurer.

Some will surely argue that rate standardization reduces the beneficent hazard-reducing effect
of insurance experience rating. Whether experience rating does promote improved safety
practices remains questionable. Some analysts argue that often it produces employer resistance
to paying benefits rather than added efforts to improve satety. Rather than debate the issue. rate
reductions should be available for specified safety devices, e.g., air bags and anti-lock brakes
on cars. More importantly, the major portions of liability insurance, for economic losses, would
continue as now with whatever experience rating applies. So, if experience rating works as

advertised, it would continue to do so.
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TO COVER ALL WE MUST SAVE LOTS

Only if new health care arrangements produce enormous savings over current
arrangements can we achieve a program that provides universal coverage and bans the exclusion
of pre-existing conditions. The savings achieved by the proposals made here are demonstrably
available. Indeed. unless we utilize these savings, we cannot afford any plan that can rightly
be called universal.

The massive inetficiency of current arrangements offers the opportunity for massive
savings enabling us to pay for assured health care for all. Here is a practical way to substitute
efficiency for inefficiency, thereby getting more health care without spending more. And it
won't take new taxes, beyond kicking Mr. Butt.

#

Attachments: A - Summary of medical care payments under various insurance coverages.

B - 1992 National Council on Compensation Insurance report on workers’

compensation.

file: \mcb\allinall.rv2
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Attachment A

Medical Care Payments
Under Property/Casualty Insurance

1992
Insurance Alternative
Companies  Markets Total
$ Billions
1. Workers Compensation $10.6 $7.0* $17.6
2. Auto Insurance 11.5 1.0 12.5
(Includes personal
and commercial)
3. General Liability 2.0 1.1 3.1
4. Medical Malpractice 0.4 0.4 0.8
5. Commercial Multi Peril 1.0 0.1 1.1
6. Homeowners 2.0 0.0 2.0
TOTAL $27.5 $9.6 $37.1
*Includes state funds.
Source: The Insurance Information Institute in response to inquiry by Reader
Services Librarian, School of Law, Washington University, January 20,

1994.
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THE WHITE HOUSE

November 10, 1995

Thank you for writing to share your
concerns about the elimination of
congregate care facilities for the
mentally retarded. I certainly agree that
state residential services provide many
people with the care they need. I am
delighted to hear that your son's care has
worked out so well.

The Clinton Administration is
attempting to help states provide the most
appropriate services for people with
disabilities, not to undermine insti-
tutions that are already giving valuable,
high quality care. The Justice
Department's enforcement of the Civil
Rights of Institutionalized Persons Act
(CRIPA) is focused on enforcing patient's
rights and ensuring that individuals get
the services they need, not on closing
institutions.



" ‘November 1
Page 2

I know that you have also heard from
Carol Rasco on this issue, and I have
asked her to keep me up to date on your
discussions. Thank you again for writing.
Best regards to you and your family.

Sincerely yours,

i

Hillary Rodham Clinton
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8/18/95~from% L ; it @ re: the Department of
Justice activ ie eld ‘of reésidential ‘services.for the
mentally retarded, as described in 8/8/95 NY Times article.
With a disabled 27-year-old son who has resided in an
"institution" for 10 years, she is particiularly concerned.
She asks for your response to her question, "Is the Clinton
administration really pushing the deinstltutlonallzatlon
agenda?"

Caz;} Rasco recéived copy of this letter. f&4ZQL

z/gieCarol Rasco ex- J(/b\ (L (wv to

draft response
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August 18, 1995

Mrs. Hillary R. Clinton
1600 Pennsylvania Avenue
The White House
wWashington, D.C. 20500

Dear Hillary:

This letter is prompted (in part) by a New York Times
article published August 8, 1995 (copy of which is enclosed)
[: concerning the Department of Justice activities in the field

of residential services for the mentally retarded.
e 5 X rEkatiyeld.

I write to express my sorrow and outrage at the unfair use
of federal monies being used to push and fund a one-sided
philosophical agenda of "care in the community" for all
disabled individuals. 1In the past two years, I have been to
Washington once and%{g)iihas been 10 times in an effort to
provide information about and express our alarm concerning
the activities by powerful, federally funded groups (The
Arc, UCP, the Consortium, DD Councils, P&As, UAPs, the DOJ)
whose agenda for disabled citizens is to close congregate
care facilities for the mentally retarded. Both of us have
visited members of Congress and I visited the White House
staff and. (p)6). ;the Department of Justice and the Department

of Human Services in an effort to convey our concerns.

After the New York Times article was published, friends from
Arkansas and across the nation have called me, "Is the
Clinton administration really pushing the deinstitutionali-
zation agenda?" Please tell me how I should respond. =
The President has appointed Mr. Patrick to head the Civil
Rights Division at Justice. Using CRIPA, the suits which
DOJ attorneys bring against state institutions for the
mentally retarded serve to undermine the States' abilities
and willingness to continue providing care for its most
vulnerable citizens, the profoundly retarded. Because of
‘these—suttd, the States' responsibilities under the parens
patriae concept are in decline and valuable resources, our
nation's congregate care facilities, are being eliminated
from the continuum of care options for retarded citizens and
their families.

OO0l ¢
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pended on to provide for his
most basicwneeds, and it will always be so. For the past 10
yearshmmwmﬁhas resided in an "institution”". During that
time, his caregivers have remained virtually the same and
his care has been competent and without interruption.
Stable staffing patterns are a key to his stability. I
.leleve that the majority of disabled people, especially
hysTeaiiy chaTIsnged persons and mildly/ moderately
retardea individuals,.can live in small communtty-gettings.

LN 2

also believe that our son and many “other proféundly-—
retarded/medically fragile persons nee e only
offered by a congregate care facility.

Our nations' institutions are a desperately needed option
for severe and profoundly retarded people and also for
medically fragile individuals. It makes me physically ill to
think that our president's policies are destroying this
option. ITaskthHé question poseéd ¢earlier in this letter: '"Is
the Clinton administration really pushing the

deinstitutionalization agenda?"

Your response to my letter will be appreciated.

cc: Ms. Carol H. Rasco

ool c
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U.S. Joins Effort to Transfer
Retarded Into Group Homes

By JONATHAN RABINOVITZ

NEW HAVEN, Aug. 7 — A Federal

court convened today to consider the.

fate of Connecticut’s sole large insti-
tution for the mentally retarded,
with the Clinton Justice Department
pushing toward a goal that previous
administrations have rejected: the
transfer of hundreds of residents
into the community. .

If the Justice Department ‘suc-
ceeds, it could lead to the closing of
the Southbury Training School, home
to 843 retarded aduits.

The case is partof a national push
by the Justice Department's civil
rights division to expand community:
housing for the retarded — rather)
than just improve existing aging in-
stitutions — that could result in the
closing of more than a dozen institu-.
tions in at least eight states, ;

Both the Reagan and Bush Admin-
istrations had opposed attempts by
advocates to scale back institutions
and expand community services.

“We used to be at loggerheads
with the Justice Department,” said
Curtis L. Decker, executive director
of the National Association of Pro-
tection and Advocacy Systems,
which represents nonprofit agencies
that assist the retarded. **We would
be going into court saying, ‘Develop
a phase-out plan for the institution,’
and the Justice Department would
be forcing the state to take the same
money and fix it up. Now, we view
them as an ally.”

At the heart of the new policy is an
argument that large institutions are
inherently more dangerous to resi-
dents than smaller settings in the
community and that they represent
a form of illegal segregation and
discrimination against the disabled.

Indeed, today an expert on the
medical care of the retarded, Dr.
Renee C. Wachtel, testified that sev-
eral Southbury residents had died
because of inadequate treatment
and that a review of 15 residents’
records showed that serious medical
problems went unattended.

The Clinton Administration's ini-
tiative carries some political risk,
coming as the Republican Congress

disability rights,
In soeme respects, the policy shift

h ©n Institutions is not radical. Since,

Is trying to reduce Federal interven-; Viewing Institutions
tion in state programs. ! . . . |
But the Justice Department’s new, As Discriminatory !
approach toward the retarded Is. f
part of a more aggressive role by the  Now, the Justice Department is.
civil rights division after 12 years of! trying to establish a more expansive,
Republican restraint. Civil rights ad-| interpretation of the rights of retard-
vocates say the division has stepped{ ed people, and it has started to use;
up its enforcement in areas such as| the Americans with Disabilities Act
voting rights, housing discrimination] of 1990 to argue that Institutionaliza-
and affirmative action, as well asjtlon may be considered unnecessary,
- jsegregation, a form of fllegal dis-i
crimination against the disabled. |
“It's a very bold and progressive:
horrifying conditions were discov- position,” Michael Perlin, a profes-
ered in many institutions in the: sor at New York Law School and an
1970's, almost two-thirds of the insti-' expert In disability-rights law, said.
tutionalized retarded population has- “The precedents are mixed, thel
hcen moved into community set-+ Americans with Disabilities Act is
tings, the result of years of litigationj untested, and public sentiment is
by advocacy groups. certalnly not entirely supportive.”

But the Justice Department’s ini- .
tiative comes as the drive for dein-  Indeed, the oflicial Justice Depart-

stitutionalization confronts a diffi- ment position Is that the current,
cult hurdle. policy does not reflect any change. :

Many residents who remain in in-  “Since the beginning of insmulion-!
stitutions are the most severcly dis- al reform litigation, the Department

abled and the most challenging to has supported community place-
relocate. ment," said Loretta King, the deputy

Several states and a network of: assistant attorney general in the Civ-
parents who want their retarded il Rights Division.

chitdren to stay in institutions have o,
argued that the Justice Department Statements Provide
Signs of Sea Change

is overstepping its authority.

*“They think institution is a bad
word,”” said Sarah E. Bondy, presi-
dent of the Southbury parents’
group, the Home and School Associa-
tion. **But most of the people in insti-
tutions today need to be protected —
there’s a limit to how much they can
improve.” ’

So far, the law has not guaranteed
the retarded the right to community|
placement. The Supreme Court in
1982 ruled only that institution resi-
dents have a constitutional right to
be free from harm and restrninl.i'
Since then, lower courts have issued
conflicting decisions about when it is‘
appropriate (o order expanded com-
munity services.

But other statements by the de-
partment suggest otherwise. In a
Jetter to Maryland officials, David|
Deutsch, a senior trial l]awyer in the:
department, wrote that the depart- |
ment had *‘a new policy of encourag-;
Ing community placement where ap-.
propriate.” . :

And in a speech to advocates last.
year, Deval L. Patrick, the head of‘:
‘the Clvil Rights Division, said that in:
the two previous administrations,
“policies of the division effectively:
narrowed the rights of persons with!
mental disabllities."” !

“The division,” he said, '‘deter-:
mined that Individuals with mental|
disabllities only had rights to serv-
ices necessary to insure their safety
and rejected even modest efforts to:
expand community placement.” '

|
i
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Since then, the department has

At that time, Barry Bosworth, the

moved to expand community place- president of the Connecticut Associ-

ments In at least eight states. It
forced Washington, D.C., to transfer
all retarded residents at one nursing
home into community programs. In
Tennessee, it won placement for
about 200 retarded residents at one
Institution and Is seeking to downsize
two others. In Pennsylvania, it
worked with advocates and the state
to close the Embreeville Center in
Coatesville. The department’s ef-
forts to expand community place-
ment also may lead to the closing of
institutions in California, Alabama,
Oregon, New Mexico and Wisconsin.

) n
l And in a telling symbol of the a

ation for Retarded Citizens, called
the consent decree a ‘‘regressive
document.”’ The state's Attorney
General, Joseph I. Lieberman, now a
Senator, described the Justice De-
partment as “‘an enemy of retarded
icltizens.”

. Mr. Lieberman said he agreed to
‘the arrangement to avoid costly liti-
gation and promised that the state
would reduce the population on its
own. Indeed, Southbury’s population
'is 843 today compared with 1,200 in
1986.

But the Clinton Administration’s
ew approach raised questions
bout Southbury. In a June 1994 let-

,change, the Justice Department last ter to the state, the Justice Depart-
1year re-entered a 25-year-old land-jment wrote that Southbury was “a

,mark case in Alabama, after with-
«drawing’ from it during the Bush
Administration. The department has
joined with advocates for the retard-
ed to seek a court order for commu-
nity placement of residents of Ala-
bama's five institutions.
Many advocates say the new poli-
Cy is actually a return to the 1970's,
when the departmean first ad-
dressed the often horrifying: condi-
tions in institutions for the. retarded
at the request of several judges.
But in the 1980’s, when many ex-
pected the department to expand its
llnvolvement, it retreated. Only in the
final years of the Bush Administra-
ton did the department tentatively
Iexplore _expanding  community
:placemenls in a few cases.

Southbury Case
Illustrates New Role

The Southbury Training School

case Is an example of the policy
change by the Clinton Administra-
tion.
. When Connecticut reached a con-
jsent decree with the Justice Depart-
ment in 1986 to upgrade the institu-
tion, advocates and state officials
were disappointed that it did not
follow the pattern established by
Southbury’s sister institution, the
Mansfield Training School, which
was phased out after advocates for
the retarded filed a lawsuit over
conditions there.

The Reagan Justice Department
.did not require community place-
.ment for Southbury. Instead, it
;asked the state to meet certain ra-
tios of staff to residents, improve
training, add services and make a
host of repairs. When advocates for
the retarded tried to intervene, the
Justice Department blocked their ef-
fort.

very dangerous place.” And it called
ifor Southbury's population to be re-
,duced by at least hall, among other
‘measures.

! One year later, when the state had
Irefused to comply, the Justice De-
lpartmem sought to have the state
:declared in clvil contempt for failing
to provide safe conditions. It argued
that *‘the most effective remedy'’ for
residents’ problems was “to end
their forced segregation and isola-
tion."

In her testimony today, Dr. Wach-
tel recommended a court-appointed
monitor to oversee Southbury and
called for a substantial reduction in
its population.

In its brief, the Justice Depart-
ment also asked the court to consid-
er the Americans with Disabilities
Act, or A.D.A.

“The A.D.A.'s essential aim is the
integration of persons with disabili-
tles into the mainstream of Ameri-
.can life,” the brief states. ‘‘Unneces-
sary harmful segregation of persons
with mental retardation in isolated,
'removed institutions violates the
;AD.AY

[ But some say that the act was nol
:intended as a tool for deinstitutiona-
lization. James P. Welsh, assistant
Slate attorney general, argued in
jcourt papers that a change in aui-
tude in the Justice Department
(should not mean a change in the 1986
consent decree.

Little Difference
On 'Safety and Abuse

‘ The state also rejected the idea
that institutions are inherently
harmful. Statistics for abuse and!
neglect show Southbury as having
fewer incidents than group homes in
iConnecticut, the brief says, and it
notes that the rate of accidents and
injuries was virtually the same.

The state maintained today that it
has made progress at Southbury.

Judge Ellen B. Burns of Federal
District Court here must decide
whether the state has lived up to the
consent decree. ‘ .

Both supporters and critics of -
'Southbury say that an order for a
'substantial reduction in its popula-
ition would make keeping L open
financially difficult and could force
iits closing. Many say this could hap-
pen nationally if the Justice Depart-
ment {s successful.

It is difficult to predict the out-
come in these cases.

Last month, a Federal court in
'Pennsylvania rejected the depart-
ment's claim that the state had vio-
lated the constitutional rights of resi-
‘dents at its Ebensburg Center. Judge
ID. Brooks Smith wrote that the state
'was not obligated to improve the
!llves of the retarded, but only to
‘provide a minimal level of care, and
that the state had done that.

i Still, critics of institutions say that
Justice's involvement shifts the de-
bate.

“It brings the very heavy weight
of the Federal government not only
in terms of resources, but as a sym-
bol,”” Mr. Decker, the advocate, said.
“It says that we are talking about
the civil rights of people with dis-
ability."”




THE WHITE HOUSE

March 14. 1995

John R. Stafford
Chairman. President and
Chief Executive Officer
American Home Products Corporation

Five Giralda Farms
Madison. N.J. 07940

Dear M %r/d:

I veéty much enjoyed speaking with you and Mrs.
Stafford at the United Cerebral Palsy dinner. Thank you
for writing to follow up on our conversation about the
Vaccines for Children Program. I am particularly interested
in your views on how to protect investment in research and
development on new vaccines against childhood disease.

I have forwarded your letter to my scheduling office
for their consideration. You will be hearing from them
directly.

Sincerely yours,

ISt

Hillary Rodhgm Clinton



AMERICAN HoMmE PropucTts CORPORATION
FIVE GIRALDA FARMS
MADISON, N.J. 07940

(201) 650-5008
JOHN R. STAFFORD
CHAIRMAN, PRESIDENT AND
CHIEF EXECUTIVE OFFICER

January 25, 1995

Mrs. Hillary Rodham Clinton
The White House

1600 Pennsvivania Avenue
Washington, DC 20500

Dear Mrs. Clinton:

Let me thank you once again for being so generous with your time to help the New York
United Cerebral Palsy. As you know the dinner was a great success, obviously, in large
part, due to your presence. On a personal note, Mrs. Stafford and I enjoyed being with you,
and I especially appreciated the chance to talk a bit of shop during dinner. I do hope you
and your family come back to Martha's Vineyard where, as I'm sure you know, you are very
welcome.

With your permission I would like to reiterate some of the points we discussed concerning
the impact of the Administration's Vaccines for Children (VFC) program. As [ told you,
American Home Products’ recent acquisition of American Cyanamid included its vaccine
division, Lederle-Praxis Biologicals (LPB). At present, only two major vaccine
manufacturers are American-based, but American research, including substantial contributions
by LPB, has led the world in vaccine innovation.

With the advent of biotechnology, many more new vaccines are now feasible. Our company
introduced three new vaccine products during the first four years of the decade, including a
vaccine to prevent bacterial meningitis in infants, a less reactive version of pertussis vaccine
to address parent concerns about side-effects, and a new combination vaccine that halved the
number of injections necessary to protect against four major childhood diseases. These are
products that would not have been possible just a few years ago without the benefit of
biotechnology; other vaccines in our pipeline have the capacity to revolutionize disease
prevention and to save billions in medical and other costs.

Vaccine innovation, however, is currently at risk in the United States because of the VFC
program. The legislation permits essentially unlimited purchases of childhood vaccines by
state and federal governments at extremely low, statutorily-fixed prices. If not amended
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substantially to limit public purchases, the VFC program will completely destroy our private
market, which is the sole source of revenue supporting its research and development efforts.

Even priur to enactment of VFC, the economics of the vaccine business were extremely
difficult. (A principal reason why only two U.S. based companies are in the vaccine
business.) In fact, American Home Products made a decision several years ago not to
remain in the childhood vaccine market, at least in part, because of concerns over excessive
government purchases. With the LPB acquisition we are once again in a position which
requires us to assess this market. Our greatest concern is the ability to continue the
outstanding research program of LPB.

I shared with you the exciting prospect of a vaccine to protect children against otitis media
(chronic ear infection that can cause deafness), which is the single largest reason for infant
pediatric visits. Obviously, this product offers the potental of tremendous savings for the
nation. Without substantial capital invesument and continued clinical research, however, LPB
will not be able to move this vaccine from the product pipeline into pediatricians' offices.
Already LPB officials tell me that progress toward approval of the otitis media vaccine has
been delayed by a year or more by uncertainties engendered by the VFC program. This is
understandable because uncertainty is the absolute enemy of stable investment. But the loss
to the country, in terms of both unnecessary illness and lost opportunities for savings, from
just one year of delay is a tragedy.

I would like to request a meeting with you and the White House staff to discuss how the VFC
program might be revised to support our shared goal of improved childhood immunization
without undermining vaccine research and development. We can, no doubt, provide for
today's needy children without depriving tomorrow's children of the promise of greatly
enhanced prevention and freedom from disease through new vaccines.

Of course, I would also welcome an opportunity to discuss other areas of the pharmaceutical
and biotechnology research-based industries if you or your staff should desire to do so.

Thank you again for the opportunity to be with you at last week's dinner, and I look forward
to continuing our dialogue in a meeting anytime at your convenience.

Sincerely,

JRS:MH V Vvh/vlw 200



2/9/95 from S8herry Stolberg, thanking for reception - a wondefful
gracious event.

Also, thanks for efforts to improve health care delivery. As a
physician assistant and P.A. education, she appreciates your continual
focus on the plight of patients in a system that does not serve all
equally. Despite special interest lobbying and scare tactics, the
basic issues remain - cost, quality and access. And health care
reform is going on, although not as comprehensively or as equitably as

we would like.

Despite personal and political attacks you have seen, she takes heart
that you carry on with same standards of excellence. You are an
inspiration to smart women with power who want to contribute both to

their families apd—to\ society.

She encloses a o which may interest you about a woman with

breast cancer.

Respond
V_ File; NRN

HRClogMCA



IN
RETROSPECT

My father, Hillary,

and me

Patricia A. Connor, MS, CHA, PA-C

y father cried as he watched Hillary

Rodham Clinton testify before Con-
gress about health care reform last year.
I was puzzled by this at first, but as |
gave it more thought, I choked up too.

You see, it had been an unusual year
in my life—at least I hope that it was
unusual. More than a year ago, a post-
card arrived encouraging me to come in
for the follow-up mammogram that is
routine after breast biopsy. (The biopsy
specimen from my left breast had been
interpreted as normal.)

Soon after that mammogram, howev-
er, I started my way through the maze of
being a real patient. I had been a
patient before, with typical maladies—
tonsillitis, urinary tract infections,
infertility, migraine headaches, an
occasional bout of mild depression—
but this journey would teach me a lot
more than any previous experience had.

You may have guessed the punch
line. Although the mammogram was
read as normal, it did not look that way
to me when I studied it while waiting to
see the breast specialist. When I asked
my questions—about the two lumps
instead of one, whether the biopsy
bisected the mass, or was that just a
funny shadow—he paused, then said
something about a “radial scar” and

Ms. Connor is in pediatric practice as a physician assis-
tant 4t Fitzsimons Army Medical Center, Aurora, Colo.
She is chair of the editorial board of JAAPA

needing to talk to
my surgeon. :

I am a card-
carrying baby
boomer who still
enjoys a run on a
spring morning
and who main-
tains the illu-
sion of being
part of the youth
movement. | am
40 years old, but
I would certain-
ly never have a
serious illness,
I believed. It ;
turned out that 1 had stage 11 interduc-
tal carcinoma of the breast.

Within six weeks of receiving the
postcard, I had a mastectomy and the
first of four rounds of chemotherapy. 1
lost my hair, eyelashes, and eyebrows;
felt incredibly fatigued; worked half-
time; developed styes in one eye that
caused intermittent diplopia for months;
had reconstructive breast surgery; start-
ed a course of tamoxifen citrate; and
began menopause. In the same year, |
also started a new job, ended a relation-
ship, and, recently, was laid off.

Did I mention intermittent depres-
sion? That came back, too.

[ also spent an enormous amount of
time wondering about what constitutes
femininity. If you are bald, have had a

JAAPA JANUARY 1995 11




. surgeon called to say that

mastectomy, and do not have hormones
that work, are you still feminine?

What did I learn during this time? 1
learned about hope and, as do most
people who confront their mortality,
I learned how precious life is. And |
learned how wasteful many of the
things that we do are.

I also learned a lot about
what it takes to negotiate the
health care maze. I am a
rather savvy consumer; with
much excellent support, I
found a cadre of superb and
truly kind clinicians to take
care of me. They did just
that: They cared for their
patient. I also had- many of
the values in my life af-
firmed: My family was won-
derful, prayer helped, and
my friends were generous
and kind beyond words.

At the hospital, when my

the pathology report indicat-
ed no lymph node involve-
ment, 1 saw a double rain-
bow outside. And I saw
another double rainbow the
day that my dressings were
removed and I went home.
What does this have to

“Congress as a competent, bright, com-

. 'does‘ljjo_t

| impoveri.sh."f?"

mitted woman of my generation vindi-
cated many of his dreams for me. My
father would not describe himself as a
feminist, yet he is undoubtedly a mili-
tant one. In his mind, Hillary passed
what I would call the father test.

.So what about being unin-
sured? What about my pre-
existing condition? And
what about being an essen-
tially healthy baby boomer
who, like everyone else, is
mortal? What about being a
health care provider who
cannot get health care?

I applied, and was ac-
cepted, for the state’s pro-
gram of health insurance for
the uninsurable, which is a
godsend but not a bargain. I
was able to pay the premi-
ums while I looked for a new
job. My search for a job took
a new spin: I narrowed the
field of possibilities to large
institutions that could carry
%.!. | my risk and offer me a
1 health insurance policy that
did not have a clause about
preexisting conditions. What
I wanted was the same
health insurance that mem-

do with Hillary? I lost my
health insurance at the one-year an-
niversary of the diagnosis. In the job
change before the diagnosis, | was dif-
ficult to insure because of preexisting
conditions. But with the preexisting
condition from hell, 1 became impossi-
ble to insure—even though my oncolo-
gist proclaimed me well and I resumed
running.

To say that I was raised by a very
protective Irish Catholic father and that
I am a prized only daughter probably
understates my situation. All my father
ever wanted was to keep me from harm,
to have his daughter grow up to be an
ambassador to the United Nations and
be appreciated by the rest of the world.
I think the sight of Hillary testifying to

bers of Congress have.

Richard D. Krugman, dean of the
University of Colorado School of Medi-
cine, Denver, says that health care
reform is about containing costs, pro-
viding access, and maintaining quality,
and that we will probably end up with
two of those three reforms. It is just that
nobody knows which two.

I am taking my tamoxifen and antiox-
idant vitamins and trying to live a sen-
sible, balanced life that is focused on
the “life” part. My hair is back, soft and
curly, and that helps allay some of my
despair about not being feminine.

I found a job as a physician assistant
in the adolescent medicine clinic at
Fitzsimons Army Medical Center, mak-
ing me a civilian employee of the U.S.

12 e JANUARY 1985
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Department of Defense who has access
to the same benefits package that other
employees of the federal government
do. The catch is that Fitzsimons is
among those military facilities on the

list for possible closing, but I've dealt

with uncertainty before. The problem
has been that the process of arriving
here was such a scramble, adding a
dimension of insecurity to my recupera-
tion that seemed unfair. I was able to
afford the state’s plan for the uninsur-
able, but not everyone who needs the
program can. Like millions of other
essentially healthy and productive
patients, I did not want to be a burden

life-threatening or debilitating illness. It
seems that reform has moved ahead—
but only in the private, corporate world,
where the emphasis continues to be on
the bottom line. True, sick people are
expensive, but all people eventually get
sick. We cannot remain oblivious to
potential mortality by excluding it as a
preexisting condition. A humane society
must offer other options.

The double rainbows I described
have been good omens for many won-

. derful awakenings this past year. I just

hope that the good fortune they have
brought me doesn’t run out before Con-
gress awakens to the need for change.

or face bankruptcy.

I had hopes that health care reform
would happen in a way that would pro-
vide security for patients coping with

We all need and deserve health care
that is available in a manner that does
not impoverish. It seems to me that this
ought to be possible. )
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By Anne Swardson
Washington Post Foreign Sesvice

TORONTO
uring the U.S. debate on health care
reform last year, supporters of na-
tional health insurance often held up
the Canadian system as a model.

One major advantage, they said, is that health
care in Canada is free.

But when Canadians visit the doctor these
days, they are increasingly doing something
that might surprise those supporters. Often
they are reaching for their wallets.

In Calgary, people pay up to $900 for cata- .
ract surgery if they choose to bypass three-
month-long wamng lists and have the proce-
dures done in semiprivate clinics. :

In Ontario, Canada’s most populous prov-
ince, parents pay out of their own pockets to
have their young children vaccmated for hep-
atitis B, -

In the province of Nova Scotia, patients .
pay their doctors for supplies such as syrin- |
ges and surgical tape. (

One of the guiding principles of Canada’s
national health system has long been that es-
sential medical services are provided equally |
to everyone, with no charge to individuals. |
for medical care other than the high taxes
that make the system possible. Now, howev-
er, the government is tryin§ to pare large °
t deficits, in part by cutting back on
ding, and patients mcreasmgiyﬁl

e dlfferenoe :

““It has been a hallmark of Canadian health
care that you should not be able to purchase -
better care just because you're rich,” said
Michael Rachlis, a health policy consultant
and coauthor of a new book on reforming the
Canadian system. Rachlis said studies have
shown that “whenever you increase private
financing, you make the rich and healthy bet-
ter off and the poor and sick worse off.”

While Canada’s national health insurance
still covers the vast majority of patxents and
treatments, the proliferation of private ser- -
vices has led to fears—strongly shared by’
the government of Prime Minister Jean
Chretien—that Canada is headed toward a
“two-tier” amalgamation of unequal health
care based on wealth.

“We have a national mponsxbnhty to en-:;
sure that there are not hospitals for the rich :
and hospitals for the poor. We don’t want to .
find ourselves in the situation they have in
the United States,” Chretien sald at a news -
conference last month.

Health Minister Diane Marleau has
warned that she will cut federal subsidies to -
provinces that fail to crack down on clinics
requiring patients to pay.

“I am convinced that the growth of a sec-
ond tier of health care facilities provndmg
medically necessary services that operate =

. outside the publicly funded and publicly
admlmstered system presents a senous;.
threat to Canada’s health care sys;em, Ma; g
leau said in a letter to provincial health

isters warning them about the clinics.

™ During the acrimonious heaith reform de-= -
batemWashmgtonlastyear,theCangdlan .

l care system was often eomparedto
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Medicare, the health plan for senior citizens in
the United States. Canadian doctors practice
privately, hospitals are nonprofit and patients
are free to choose thejr awn doctor or hospi-
tal. After a patient is treated, the physician
and hospital are paid a fee that is set by nego-
tiation between the govemment and medical
groups.

The cost of health care is shared by the
Canadian national government and the 10
provinces. But costs havé never been entire-
ly funded by the government. The provinces,
which administer the delivery of health care,
pay about half the total cost of $51 billion.
The federal government pays another quar-
ter. Most of the remainder, about $14 bil-

lion, comes from individuals or private insur--

€rs.

These payments usually cover items—
such as drugs, dental care, cosmetic surgery
and private hospital rooms—that are not
covered by the public health system.

Of more concern to defenders of the sys-
tem is the recent growth of fee-charging pri-
vate or semiprivate clinics that perform ser-
vices that formerly were only done in
hospitals for free.

The province of Alberta, for instance, is

ernment pays for the doctors’ fee and pa-
tients pay a “facility fee.” More than half of
the 5,000 Calgary residents who undergo
cataract operations each year choose to pay
$500 to $900 and get the operation quickly
rather than wamng three months or more to
have the surgery in a hospital w1thout cost,
according to Terry Stewart a doctor who

runs one of the clinics.

Stewart, who is medical director of the Out-

patient Anesthesia Clinic in Calgary, said the -

clinics actually ease pressure on the public
system because they reduce the demand for
expensive hospital services. They can save
money for patients too, he said, citing the case
of a child who needs tubes in hlS ‘ears to com-

- bat ear infections. The tube procedure in

Stewart's clinic costs $31.50; the antibiotics a
parent would otherwise pay for while waiting
three months fora “free” operatlon ina hospi-
tal would cost at least twice that..

In other instances consumerg have no
choice if they want the service. In Optano, for
example, the proviricial halth plan’ generally
does not cover vaccinations for'hepatitis B.
Yet many pediatricians recommend children

- receive immunization agains_t ‘the disease =

starting at birth; the series costs about $50.

sutures, certain instruments, sick notes to em-
ployers and in one case even the office nurse’s
salary. These charges are being levied be-

cause the province is reducing the fees it pays-
= t0 doctors for treating patients by 12.5 per-

cent over three years as a cost-saving meas-
- ure, said Robert Kimball, a doctor and presi-
dent of the Medical Society of Nova Scotia.

L "l‘he fee system now has become down-

tht skimpy, and the physician has had to
me more of a businessman and recover
costs from patients. We ‘can't recoup any
other way,” Kimball said..
The Canadian system remains far re-

moved from the free-market American

health system, where major corporations
own hospltals and the government has little
impact on prices. But the Canadian move to-
ward medical capitalism has engendered
strong feelings here, where the health sys-
tem has been a source of national pride and a
way for Canadians to dxfferentlate them-
selves from Americans.

Canadians say they are willing to pay to
save their system. A poll by COMPAS Inc. of
Ottawa recently found that 58 percent of re-
‘spondents were willing to pay a small user
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fee for visits to the doctor rather than expe-
‘rience further reductions in services. -
Jane Fulton, professor of ethics and health  :
_policy at the University of Ottawa, is one of
the few experts in the field who says it may |
" take a two-tier health system to bring Cana-
da to fiscal soundness. Canada’s overall debt
and deficit are propgrtlonately among the
" highest in the developed world.
“There need to be steam vents in the Ca-
‘nadian health-care system, and private clin-
ics in Alberta are steam vents,” Fulton said.
Besides, she contends, Canada already has
a two-tier medical system, with the second
. -tier located south of the 49th parallel. Cana-
. dians—either visiting in the United States or
scomings=down «to=specifically - seek - medical s
treatments—spend an estimated $1 billion,
5 faa:d.onUS med;calmreeachyear .
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home to seven such clinics, which charge for-=~--And in Nova Scotia; more and-mere-doctors==
cataract operations, abortions and other ser-  are requiring patients to reimburse them for
vices. The clinics are semiprivate: The gov-....expenses such as wound dressings, sy_mges, .
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- Canada is headed
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THE WHITE HOUSE

WASHINGTON

February 27, 1995

Mr. John Swope

President

Chubb LifeAmerica

One Granite Place

P.O. Box 515

Concord, New Hampshire 03302

Dear Mr. Swope:

Thank you for responding to my staff’s request for your
thoughts on health care reform. As you noted, we must continue
to fight for health security for the millions of hardworking
Americans who have no insurance or who are just one pink slip or
illness from losing it, and we must contain health care costs.
As you also pointed out, we can and should work together this
year to take the first steps toward these goals.

As the President said in his State of the Union address,
this year we can pass meaningful insurance reform so that
Americans do not lose coverage if they lose a job or if a family
member falls ill. We can ensure that small businesses can buy
insurance at more affordable rates through voluntary purchasing
pools. We can expand the tax deduction for self-employed
workers. We can help families provide long-term care for a sick
parent or a disabled child. And, in time, we can find a way to
make sure that America’s children have affordable health care.

I appreciate the support and thoughtful advice that you and
others at Chubb Life have offered throughout the debate on health
care reform. I look forward to continuing to work with you.

Sincerely yours,

1551 ane, (Lodlann L2 b
M.\

Hillary \Rodham Clinton
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L LifeAmerica

One Granite Place, P.O. Box 515, Concord, NH 03302 John F. Swope, CLU
(603) 226-5276 President

November 17, 1994

Hillary Rodham Clinton
The White House

1600 Pennsylvania Avenue
Washington, D.C. 20500

Dear Mrs. Clinton:

I was pleased to hear from Karen Guss of your staff last week and am
forwardigg some immediate summary comments on health care reform as she
requested.

Chubb Life has reaffirmed its support of the "Vision Statement" that the
Health Insurance Association of America developed two years ago. This
vision includes achieving universal coverage building upon the employer
based system we have today. It also includes the less sweeping, if perhaps
more attainable, goals of reforming the insurance market, inc]uding
limiting use of pre-existing condition exclusions to achieve portability.

The goal of providing all Americans access to health care is an ambitious
one 1n and of itself. To provide basic coverage (however this may be
defined) should be the first step without being concerned that inevitably
some Americans will enjoy greater benefits than others. This "inequality"
seems to be basic to human nature and has occurred in every society devised
by humankind, though not always based on money. It would also seem to make
sense to attack the problems of the uninsured and job lock of those who are
insured with minimum disruption of those parts of the current system that
are working. A simple requirement that employers provide medical insurance
would naturally $enerate opposition from employers not currently Broviding
the benefits, a fairly narrow constituency. But, when it was combined with
sweeping changes to existing benefit plans, a formidable alliance of
interests was added to the opposition.

Unfortunately, it now appears that ang mandate is unlikely. It may not
even be possible to use other approaches to the same end, but they should
be explored. For example, build on the minimum wage by requiring at least
some amount per hour be applied to health benefits for the employee. This
would, in effect, a?ply a mandate to those employers not providing
benefits, but have little or no effect on those currently doing so. Tying
the requirement to the familiar concept of the minimum wage would make it
less confusing to the public.

Chubb LifeAmerica is the servicemark of
Chubb Life Insurance Company of America ® The Colonial Life Insurance Company of America
Chubb Sovereign Life Insurance Company



Hillary Rodham Clinton
Page Two
November 17, 1994

At least for the working population, the problem of access to health care
is inextricably linked or perhaps an outgrowth of the cost of health care.
While spreading the cost over the entire Eopu]ation minimizes each
individual’s cost (as well as minimizes the ?ossibi1ities of gaming the
system), it does nothing to control the total cost to society. To do this,
we must link health care decisions closely with the self interest of those
that pay the bills. This, obviously, includes the individual and, under an
employer based system, must also include the employer. Relying on an
employer to select the most efficient financing mechanism and the
individual to use it most effectively would be the most promising path to
follow. The government is not the best mechanism for controlling costs,
particularly since this function can interfere with the functions only
government can provide, setting and enforcing standards and regulating the
system.

In health care, as in many other aspects of life, America seems to be
having difficulty balancing rights and responsibilities. To be effective,
I believe that any system we devise must balance and 1ink the rights and
responsibilities of each party involved. These include the individual, the
health care provider, the health care financing mechanism (insurer, HMO, or
other entity) and the employer.

It now does not appear that we can achieve all of our objectives during the
next session of Congress. Incremental reforms should be possible. We
should make sure that whatever reforms we consider will move us closer to
the ?oal of universal coverage, not further away, and closer to the goal of
wis? y employing our medical resources, not encouraging further over
utilization.

Chubb Life and many other insurers are committed to reform and could be
useful resources in dealing with problems that any reform proposals will
generate. We would welcome an opportunity to meet with you or your staff
to further discuss what in many respects is a shared agenda. Thank you for
your response and interest in our views.
Sincerely,
~.. L
R ohn F. Swope

JFS/psw

cc: Karen Guss
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Office of the First Lady
The White House

1600 Pennsylvania Avenue
Washington DC 20500
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