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FREQUENTLY ASKED QUESTIONS 

ABOUT THE INTERNATIONAL PRESCRIPTION DRUG PARITY ACT 
& 1191 

Introduced in the Senate by Senator Byron L . Dorgan (D-ND), along with Senators 
Olympia Snowe (R-ME), Paul Wellstone (D-MN), and Tim Johnson (D-SD) 

What does the International Prescription Drug Parity Act do? 
The bill would allow U.S. consumers access to lower priced prescription drugs by allowing their 
pharmacists to import prescription drugs into the United States. These are die same drugs 
available in the United States, manufactured by the same company, frequently made in the same 
plant, and sold under the same brand name. 

This would address the absurd situation where American consumers are paying substantially 
higher prices for their prescription drugs than are the citizens of Canada, Mexico, and other 
countries. The International Prescription Drug Parity Act amends the Federal Food, Drug, and 
Cosmetic Act to allow American pharmacists and distributors to import prescription drugs into 
the United States as long as they are approved by the U.S. Food and Drug Administration and 
manufactured at FDA-inspected facilities. Pharmacists and distributors will be able to purchase 
these drugs at lower prices and then pass the huge savings along to American consumers. 

Why is this bill needed? 
Under federal law, pharmaceutical companies and individual consumers are the only ones 
allowed to import drugs approved by the U.S. Food and Drug Administration into this country. 

Yet, i f an American pharmacist or distributor wants to purchase these FDA-approved drugs at the 
much-lower prices available in other countries and pass the savings along to their customers, 
they are prohibited by law from doing so. The irony is that many of these drugs are made in our 
country and shipped to pharmacists and distributors in other countries for sale at lower prices 
there, but American pharmacists and distributors cannot reimport these drugs made in the United 
States back into this country. We need to amend current federal law to allow pharmacists and 
distributors to buy drugs, which are approved for sale in the United States, from other countries 
to take advantage of the lower prices available there. This is a common-sense thing to do. It is 
pro-business, pro-consumer and pro-American. 

What is the price difference between prescription drugs sold in the United States and other 
countries? 
A number of studies over the past decade, as well as anecdotal evidence, confirms that there is a 
significant price difference for drugs between the United States and other countries. For 
instance, a 1999 review by Senator Dorgan's office of a dozen of the most commonly used 
prescription drugs revealed that North Dakota consumers pay, on average, 205% more than their 
Canadian counteiparts. Similarly, a study by the National Council of Senior Citizens of the top 
10 prescription drugs used by older Americans found that in every instance, U.S, citizens were 
paying significantly more for the same drugs than Canadian and Mexican consumers. A U.S. 



Geneva! Accounting Office study in 1991 studied 121 drugs and found that, on average, they cost 
32 percent higher than the same products in Canada. 

In fact, the following chart shows that the same drug that costs a senior citizen in the United 
States $1.00 costs seniors in other countries a fraction of that price: 

Country Price 
United States $1.00 
Gennany $0.71 
Sweden $0.68 
United Kingdom $0.65 
Canada $0.64 
France $0.57 
Italy $0.51 

Who supports the International Prescription Drug Parity Act? 
This bill has been endorsed by Families USA, Public Citizen, the National Community 
Pharmacists Association, and the North Dakota Pharmaceutical Association. 

Who opposes the International Prescription Drug Parity Act? 
As one would expect, the bill is opposed by the phannaceutical manufacturing industry. 

What are some of the claims the big drug companies make about this legislation? 
One claim that tlie pharmaceutical companies make is that this legislation could cut into the 
amount they spend on research. However, only about 20 cents of each prescription drug dollar is 
spent on research and development - about the same as the manufacturers spend on advertising 
and marketing - and even less (between 5 and 25 cents) is spent on actual production of the drug. 

The fact is that profits exceed research costs at the top ten U.S. drug companies. Pharmaceutical 
companies' after-tax profits averaged 17 percent from 1994 to 1998, compared with 5 percent for 
all other industries, according to a December, 1999, report from the non-partisan Congressional 
Research Service (CRS). 

In addition, American taxpayers heavily subsidize pharmaceutical research. For instance, m 
1996 alone, the pharmaceutical industry was able to reduce its tax liability by $3.8 bilhon using a 
variety of tax credits. As a result, according to the CRS, drugmakers pay significantly less in 
taxes than other industries: The average effective tax rate for pharmaceutical companies was 16.2 
percent from 1993 to 1996, compared to tbe average effective tax rate of 27.3 percent for all 
other major industries. 

Another popular claim of the pharmaceutical industry is that this bill would import other 
countries' price controls. The International Prescription Drug Parity Act merely extends the 
benefits of free trade to buyers of prescription drugs. Drug manufacturers already benefit from 
free trade by buying the ingredients for their products at the lowest prices on the world market, 
and in fact, many of the ingredients they use can be imported free of tariffs. This bill would 



merely enable American consumers to make the global economy work for them, too. 

Hie truth is that drug companies do not set U.S. prices to cover research costs, they set them to 
maximize profits. They can set drug prices at extraordinary levels in our country because cuirent 
law protects diem from competition. 



f 

Claims vs. Facts 
The International Prescription Drug Parity Act 

(S. n91/H.R. 1885) 

CLAIM: The FDA opposes the bill. 
FACT: The FDA has not taken a position on this bill. A National Public Radio story 

aired in July incorrectly reported that FDA opposes this legislation, and NPR later 
issued a correction at FDA's request. The legislation's authors consulted closely 
with the FDA in drafting S.l 191/H.R. 1885 and incorporated many of its 
suggestions into the legislation that was introduced. 

Dr. Jane Hetmey, the current FDA Commissioner, has expressed concern 
about the current situation whereby individual American consumers are traveling 
to foreign countries and bringing back prescription drugs - sometimes without 
even a prescription and without any assurance that the drugs are being properly 
stored or transported. S. 1191/H.R. 1885 would help to eliminate the need for 
patients to travel to other countries to get more affordable medications by 
allowing their pharmacists to do so under more controlled conditions. 

CLAIM: The legislation will reduce pharmaceutical research. 
FACT: Pharmaceutical manufacturers say that tliis legislation could cut into the amount 

they spend on research. What tiiey don't mention is their extraordinary profit 
margins - the industry's 18% average profit margin was recently described by the 
Wall Street Journal as the "envy of the corporate world." Perhaps the 
manufacturers' claims would be believable i f drug companies actually devoted a 
substantial share of their revenue to research. However, only about 20 cents of 
each prescription drug dollar is spent on research and development, and even less 
- between 5 and 25 cents - is spent on actual production of the drug. And the fact 
is that profits exceed research costs at the top ten U.S. drug companies. 

Research and the resulting new miracle drugs cannot help American 
patients i f they cannot afford them. Of course, pharmaceutical manufacturers 
perform important and life-saving research that should not be jeopardized but nor 
should Americans subsidize the drug R&D for the entire world. 

CLAIM: Savings realized by pharmacists and wholesalers will not be passed along to 
consumers. 

FACT: The pharmacy marketplace is highly competitive. Community phannacies 
generally have modest gross margins and low profits. In addition, their customers 
who do not have insurance coverage for prescription drugs are extremely price 
sensitive and will take their business to mailorder companies or elsewhere i f the 
lower prices are not passed on. As a result, pharmacists will have little choice but 
to pass the lower costs on to their customers. 

CLAIM: The bill poses health and safety risks because it will allow prescription drugs to 
be adulterated or become subpotent during foreign handling. 

FACT: Drugs are already frequently imported into this country. However, only 



manufacturers are allowed to reimport prescription drugs which were made in the 
United States. S. 1191/H.R. 1885 applies only to drugs that have been approved 
by the Food and Drug Administration (FDA) and made at FDA-approved 
facilities using "good manufacturing practices." In addition, the pharmacists and 
wholesalers who would be able to import drugs into the U.S. under S.l 191/H.R. 
1885 would have to meet the same stringent standards for quality shipment and 
storage already in place for manufacturers. 

CLAIM: The bill imports other countries 'price controls-
FACT: This bill merely extends the benefits of free trade to buyers of prescription drugs. 

Drug manufacturers already benefit from free trade by buying the ingredients for 
their products at the lowest prices on the world market, and in fact, many of the 
ingredients they use can be imported free of tariffs. Our bill would merely enable 
American consumers to make tlie global economy work for them, too. 

According to the legislation's opponents, prescription drugs are less 
expensive in other countries because those countries' governments keep prices 
artificially low, not because U.S. prices are unreasonably high. I f pharmaceutical 
companies really are unable to achieve a profit in those other countries, one would 
reasonably expect them not to compete in those markets. Obviously, this is not 
the case. 

Even if one is willing to agree that U.S. consumers should subsidize lower 
prices and pharmaceutical research for die rest of the world, this implies that there 
is a correlation between the cost of research and prescription drug prices that just 
does not exist in reahty. For example, the cancer drug Taxol is marketed at a 
wholesale price of nearly 20 times its manufacturing cost, even though the drug 
was largely developed and tested by the National Institutes of Health, not by the 
manufacturer, at a cost to American taxpayers of $30 million. 

The truth is that drug companies do not set U.S. prices to cover research 
costs, they set them to maximize profits. They can set drug prices at extraordinary 
levels in our country because current law protects them from competition. 

CLAIM: TTie legislation won't do anything to ensure drug coverage for Medicare 
beneficiaries who could still have difficulty paying for their medicines even if the 
bill were enacted. 

FACT: True. But the legislation will make such coverage more feasible and affordable. 
About 19 million elderly Americans have little or no prescription drug coverage, 
and more than 2 million older Americans pay more than $100 a month for their 
medication. S. 1191/H.R. 1885 would save these senior citizens an average of 34 
percent. 

A prescription drug benefit for Medicare beneficiaries would be more 
affordable for our nation i f Americans were charged wholesale prices comparable 
to those charged for the same drugs in Canada. According to one study, our 
nation would save more than $ 16 billion annually i f we could buy medications at 
the Canadian prices - money which could be used to provide help to Americans 
who are currently without prescription drug coverage. 
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Insurance Man's Medicare Drug Plan Draws GOP Interest 

g 

fl/JULIET EILPEKIN 

Insurance magnate Patrick J. 
Rooney, who helped make medical 
savings accounts a hallmark of con­
servative health care policy, is mar­
keting a plan to provide prescrip­
tion drug coverage to Medicare 
recipients and has received a 
friendly reception from some key 
Republicans on Capitol Hill. 

Rnoney's proposal bears some 
similarity to the plan advanced by 
President Clinton to add a drug 
benefit to the Medicare program. 
Under Rooney's plan, as with Clin­
ton's: the federal government' 
would pick up half the cost of a se­
nior's prescription drugs, up to a 
total of $2,500 a year. 

Rut unlike Clinton. Rooney 
would not require seniors to pay a 
premium to receive that benefit. In­
stead, he anticipates, the govern­
ment would pay for the benefit— 
which government actuaries esti­
mate could cost up to $160 billion 
over 10 years—through savings 
achieved by restructuring the 
Medicare program. 

Several top Republicans empha­

sized that the program is one of 
several options they are consider­
ing on prescription drugs this year. 
But it would mark an important 
shift for the COP, which tradition­
ally has resisted the idea of provid­
ing prescription coverage for all 
Medicare patients. 

Scott Reed, a GOP strategist 
who now chairs the Republican 
leadership Coalition and is pro­
moting the Rooney plan, said the 
proposal could boost congressional 
Republicans' standing on what is 
shaping up as one of the hottest is­
sues on the campaign trail this year. 

"It gets the Republican Party off 
defense on prescription drugs, 
which has to be a political priority 
as we move into a national elec­
tion." Reed said, adding that Dem­
ocrats currently hold the upper 
hand in the debate. "They've put us 
in the comer of defending Urge 
prescription drug companies at the 
expense of granny." 

The plan, however, seems likely 
to draw scrutiny from Democrats, 
who view Rooney with consider­
able suspicion given his close ties 
to the GOP and his past promotion 
of medical savings accounts, in 

which individuals are permitted to 
save money tax-free to pay for 
health expenses. Critics see such 
accounts as disproportionately 
benefiting the wealthy without 
greatly expanding access to health 
coverage. 

Democrats noted that Rooney's 
Golden Rule Insurance Co. reaped 
the rewards of the lax-free medical 
savings accounts Congress first ap­
proved in 1996. "His motives on 
health care issues have always been 
questionable," said Laura Nicliols, 
spokeswoman for House Minority 
Leader Richard A. Gephardt (D-
Mo.). 

The 73.ycar-old Indianapolis 
businessman and his companies 
have donated more than $1 million 
to the GOP over the past decade, 
according to the public interest lob-
by group Common Cause. 

In an interview this week, Roo­
ney said he did not stand to benefit 
financially from the proposal. "I'd 
like when 1 am gone for people to 
say, 'You know, he did good 
things,'" he said, adding that he 
hoped seniors would reward Re­
publicans at the ballot bon. 

In addition to meeting with aides 

to the top three House Repub­
licans, Rooney has personally vis­
ited with House Ways and Means 
Committee Chairman Bill Archer 
(R-Tcx.) and seven other GOP law­
makers to sell his plan. Sen. Robert 
C. Smith (R-N.H.) said Wednesday 
he is drafting a plan based on the 
Rooney proposal. 

Archer said he is intrigued hy 
Rooney's approach: "This would be 
for anybody, anybody who is a 
Medicare recipient.... I'm excited 
because I think it can work." 

Administration officials were 
more cautious, saying they could 
not comment until they review de­
tails of the plan. 

Rooney's approach would re­
present a major departure from 
how the Medicare program has 
been structured since il was creat­
ed in the 1960s. The program has 
two parts that pay for hospital and 
doctor bills—but not prescription 

drug costs—for people 65 and old­
er. There is a $776 annual deduct­
ible for hospital coats m d a $100 
aedu^ .^phys icUn office vis-

Under the Rooney proposal, a 
prescription drug plan would be 
added to the program and there 
would simply be one $675 annual 
deductible for all health care costs, 
^lie plan also envisions the govern­
ment prohibiting insurance coippa-
nies that offer so^allcd Medigap 
policies—which pick up costs not 
covered by Medicare—from cover-

<*gWorttttdeaiiibte6. 
That provision is central to the 

way the Kooney program works be­
cause actuaries estimate that Medi­
gap coverage encourages excessive 
use of health care services by se­
niors. Rooney and his associates es­
timate that, for each elderly patient 
with Medigap coverage for their 
deductibles, the government pays 

an extra $1,400 a year for services 
that otherwise would not be used. 

Golden Rule sells Medigap pirns 
in mulliple states, though Rooney 
said insurers may lose money un­
der his plan because pmniums 
would decline dramatically. 

Some health care officials ques­
tioned the premise that a prescrip­
iion drug benefit could be provided 
without costing the federjl poverti-
mcnl money. Consumer groups al­
so argued that the comhint'd hif.h 
deductible could deter all but the 
sickest seniors from enrolling in 
the program. 

"The vast majority of people 
could not benefit from this," said 
Rnn Pollack, executive director ot 
the group Families USA. "In fad. il 
they opted into this, Ihey would be 
worse ofl than they are today." 

Staff writer Amy CuLlstein 
contributed to this rrport. 
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Twenty-Four 
2000 

The Honora^J 
United State's 
Wa3hington^X£ 

fck Moynihan 

itor inihan: Dear Sq 

Last ^arj^wrote to you to express Greater New York Hospital Association's concerns 
regarding Senator Breaux's Medicare reform proposal. A copy of that March 11, 1999. 
Letter is attached. On November 9, 1999, Senator Breaux, along with Senators Frist, 
Kerrey, and Hagel, introduced the "Medicare Preservation and Improvement Act of 
1999" (S.l895), which put the Breaux proposal into legislative language. The concerns 
expressed in the attached letter about the Breaux proposal apply to S.l895 as well. 
Should the Finance Committee take up S.l895 in the near future, I trust you will keep 
these serious concerns in mind. 

I would like to raise a further concern about S.1895. Under S.1895, many extremely 
important functions of the U.S. Health Care Financing Administration (HCFA) would be 
transferred to a new, independent, seven-member Medicare Board. These functions 
include determining beneficiary eligibility and enrollment; protecting.beneficiaries from 
unscrupulous HMO practices; contracting with Medicare HMOs and insurers; setting 
Medicare managed care premiums; promulgating Medicare rules and regulations; and 
reporting to Congress on the progress of the Medicare program. 

GNYHA strongly opposes entrusting the Medicare program to an independent Medicare 
Board that is unaccountable to future Administrations and Congresses. The Medicare 
program is too important to all Americans to be insulated from the important 
accountability that comes with our political system. While it is inevitable that people 
become frustrated with bureaucracies, bureaucracies must at least answer to the will of 
the people, as expressed through their elected representatives, including the President and 
members of Congress. The Board that would be created by S.1895 would deny citizens 
the important opportunity of affecting important changes to the administration of the 
Medicare program through appeal to elected representatives. Indeed, S.1895 contains 
provisions that explicitly prohibit future Administrations from having any significant 
involvement with the Medicare program, including oversight. 
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Apparently, the proposal to create an independent Medicare Board is born out of irritation 
with HCF A. While all government agencies can be frustrating to deal with, I would like 
to state for the record th.at GNYHA has always found the HCFA staff to be extremely 
knowledgeable and helpful. The Medicare and Medicaid programs are extremely 
con1plcx and difficult to administer. The implementation of the Balanced Budget Act of 
1997 has been a Herculean task. GNYHA has not always agreed with all of the 
implementation decisions HCFA has made, as you well know; however, the agency staff 

· members have always been fair minded and, I believe, have acted with the best interests
of the Medicare and Medicaid programs in mind. It would be wrong, l believe, to wrest
the administration of this important program froro an expert staff with years of
experience and entrust it to an unproven, unaccountable Board.

As always1 I thank you for your consideration. If you have any questions. please feel free
to call me. I look forward to working with you on this and other important health care
matters in the coming months.

My best.

eth E. Raske 
President 

cc: The Honorable Nancy-Ann Min DeParle 

Attachment 

TOTAL P.03 
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DEPARTMENT Of HEALTH&. HUMAN SERVICES 

The Honorable Fortney H. (Pete) Stark 
United States House of Representatives 
Washington, DC 20515-0513 

Dear Representative Stark: 

JAN 2. l 2UiJ 

Health Care Financing Administration 

The Administrator 

Washington, D.C. 20201 

Thank you for your ·letter concerning recent questions about the complexity of Medicare, 
particularly the number of pages of law and regulations. Ir too, was interested to read the 
press release that accompanied the "Medicare Preservation and Improvement Act of 
1999", introduced. by Senators Frist and Breaux. The press release quoted the Senators as 
stating that "We must change a federal program that now requires more than 132,000 
pages of regulations, three times larger than the IRS code.'' I was surprised to read 
this statement, because I have spent some time looking into this issue myself. I believe 
that the Senators have been misinfonned, and I am glad to have the opportunity to set the 
record straight. 

Soon after I became the Administrator, l read a similar statement made by 
Robert Waller, M.D., then the Chief of the Mayo Clinic, in a Washington Times op-ed 
piece. I began investigating the matter, first by questioning Medicare staff and reviewing 
the regulations myself, and then by talking with Dr. Waller to find out where he had 
obtained his information. I also appointed a senior medical advisor, Steven Gleason, 
D.O., who led a Physician Regulatory Issues Team that conducted a review of the
Medicare laws, regulations, and carrier manuals to determine the nature of the regulatory
burden Medicare imposes on physicians. The Physician Regulatory Issues Team spent
considerable time meeting with physicians around the country to discusS"'"these issues.
While there are certainly concerns among physicians about the Medicare law and
regulations, we found that the volume was considerably lower than the tax laws and
regulations.

The statutory language related to HCP A is located in titles XI, XVIII, XIX, and XXI of 
the Social Security Act, and encompasses 900 pages. HCFA •s regulations that 
implement these statutory requirements are located in the Code of Federal Regulations at 
42 C.F.R. Parts 400 to 498, and encompass 1,700 pages. In contrai;t, I understand that 
the Internal Revenue Service code, which represents the statutory language under which 
the IRS operates, encompasses 3,000 pages, and that the implementing regulations, 
located in volumes 1 through 20 of the Code of Federal Regulations encompass 
approximately 13,200 pages. 

Our Physician Regulatory Issues Team continues to work to communicate with 
physicians about Medicare's requirements, and to ensure that these requirements are 
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Page 2 - The Honorable Pete Stark 

appropriate. I hope that you and your colleagues will advise us of any suggestions you 
may have to simplify and clarify Medicare's rules. 

I look forward to working with you to strengthen and improve Medicare. With best 
regards, 

Sincerely, 

Nancy-Ann Min DeParle 
Administrator 

TOTfiL P . 0 3 
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Three-quarters believe the state will suffer from a growing gap between the rich and the poor by 
2020. Those polled said that while California in the next two decades will be better off in the 
areas of education, race relations, and job opportunities, most expect the state to see an increase 
in crime and a degraded environment. Governor Gray Davis (D) maintains strong approval 
rating, with 51% of Califomians saying he has done an excellent or good job. Only 37% say the 
Legislature has done the same. 

Poll finds Californians support the "Limit on Marriage" ballot initiative. The same poll 
tested Califomians on Proposition 22, the "Limit on Marriage" initiative on the March 2000 
ballot, which would add a provision to the family code providing that only a marriage between a 
man and a woman is valid or recognized in California. The majority of those polled (58%) are in 
favor of the initiative. 

Central Bay Los 
Other Valley Area Angeles 
46% 64% 48% 59% 

Dem GOP Likely Voters 9/99 
Yes 58% 63% 47% 74% 
No 38% 34% 48% 22% 
DK 4% 3% 5% 4% 

S. CA Latino 

50% 
4% 

32% 
4% 

46% 
6% 

35% 
6% 

60% 
37% 
3% 

59% 
38% 
3% 

IOWA 
sack to seek two-term gubernatorial limits. On Wednesday, Governor Vilsack said he will 

ask the state Legislature to approve a constitutional amendment limiting a governor to two four-
year terms. Governor Vilsack said, " I f you can't get it done in eight years, then maybe it's time 
to move on." The previous governor, Terry Branstad (R), served for 16 years. Republican 
legislative leaders controlling the General Assembly said they are likely to approve such an idea 
when Governor Vilsack formally presents it to them at the start of the session next month. 
Governor Vilsack said he would not ask lawmakers to impose term limits on themselves because 
there is sufficient turnover in the Legislature. Governor Vilsack said the proposed amendment 
will be part of a 77-point program he presents to lawmakers. The Legislature convenes January 
10. 

v . IV] MONTANA 
emocratic Senate candidate takes group to Canada to buy prescription drugs. U.S. Senate 

candidate Brian Schweitzer (D) continues to attract state and national media to his campaign to 
unseat two-term Senator Conrad Bums (R). On Tuesday, Schweitzer took 35 retired Montana 
Medicare recipients, all with out-of-pocket pharmaceutical bills of well over $1,000 a year, on a 
daylong bus trip to buy medicine across the United States border in Canada. (Typically in 
Canada, having a prescription filled costs one-third to one-half the amount it would cost in the 
United States.) Schweitzer has made the high cost of drugs to uninsured retirees in the United 
States the centerpiece of his uphill campaign to unseat Bums. Mr. Schweitzer has promised that, 
if elected, he will fight to repeal the law that prohibits prescription medicine from being importe 
into the United States, and he will work for Medicare coverage of drugs. Senator Bums, runnin 
for his third term, opposes repealing the law against importing drugs on the grounds that 
Americans could be subjected to adulterated and inferior medicine and supports the Medicare 
coverage of prescription drugs in principle. This was the second bus trip to Canada Mr. 
Schweitzer has organized this year. 

Cons Idee cepe.(\l 
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From: 
To: 
Date: 
Subject: 

LIZ Fowler <llz_Fowler@fin3nce-mln.senate.gov> 
wash!ngton.DCl(BWasnlngton2!,HCFA.SMTjp_Gatew3y<"je.. 
2/23/00 6:36pm 
Fwd: HCFA Political items 

FYI. swift response by Jeff Lemieux on Foster's estimate.. 

Forward Header 
Subject:: Fwd; HCFA Political items 
Author: Jeff Lemieux <.ilefnleux@dlC0Dl.org> at internet 
Date: 2/23/00 6:11 PM 

Couple of notable mistakes In the letter: 

1. First oaragrapn talks of constraints placed on plans' cost-Sharing rules." 
B-F plan places no constraints on cost-snaring rules otner tn£n what's in 
current law. 

will dramatically the 2. Didn't pulled GME and DSH out of premium system. That 
question of whether or not the 12% is the right figure. 

3. in the fourth paragraph, says "Under the Medicare com rrjission's two 
Medicare 
il until after 2010, 

alternative proposals.." There was only one proposal of the , 
commission. (Two baselines, but the baselines were Identic^ 
so that's not what he means.) j 

a. Second to last paragraph, says "This result could increase the cost of 
supplementary coverage substantially, causing high -option plans..." 
Supplementary coverage is not allowed for high -option plajis. 

These four miscues, some major, some perhaps with Innocent explanations, 
nevertheless illustrate mat this m emo was thrown together in great haste. It 
Is a ven/ sloppy effort, to be sure. 
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From: 
To: 
Date: 
Subject: 

Liz Fowler <LiZ_F0wler@flnance-min.sen3te.gov 
washlngton.DCl<BWasnington2),HCFA.SMT 
2/23/00 6.37pm 
Fwd: Talking pts 

^GatewavCje. 

and anotner... (don't know who prepared this one) 

Forward Header 
Subject- Fwdi Talking pts. 
Author. Jeff Lemieux <jlemleux@dlcppl.org> at Internet 
Date: 2/23/00 6:12 PM 

1 very sloppy HCFA effort, as evidenced by m istakes in the jietter. 
2 Typical political tactic from HCFA, a bureaucracy desparateiy trying to 
protect Itself from competition 
3. intent of B-F Is to discover, through the new Medicare so^rd, exactly what 
the right premium percentage Is. once GME and DSH are faqtored out, 12% m ignt 
be Dgnr. But In the Medicare commission, we assumed Home Health transfer would 
be reflected in Part B premium at time of implementation, if that doesn't 
happen either because home health spending has fallen or because HCFA will 
manipulate the calculations that were agreed to in BBA97, then the 12% win have 
to be lowered as Implementation approaches. i 
4. If private plans were so efficient as to force tne FFS prenri ium up so far so 
fast, the government would save a bundle of m onev right qff the bat. Obviously, 
that's not the intent. The Intent Is to save money slowly over the long haul, 
with FFS Improving Its value as well. So If B -F worked so well to get huge 
savings at first, we could afford relief 
5. if HCFA cannot provide cost estimates, then it really could not provide this 
sort of analysis either. That makes It certain that this is Just a political 
fire drill. 
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DATIYMONTIOR 
The Morning News Briefing, Updated Continuously on www. CQ com/news 

GOP: 'Everything' on Managed Care Table 
Right t o sue heal th plans a s tumbl ing block w h e n conference begins Feb. 10; 
On l y f o u r d i s s e n t i n g vo ices h e a r d as Senate c o n f i r m s Greenspan a g a i n 

Republican conferees on managed 
care legislation (HR 2990) are scrambling 
to nail down their negotiating strategy 
before official bargaining on the mea­

sure begins Feb. 10. 
"Everything is on the 

table," Sen. Bill Frist, R-
1TTTFITA ' I ' e n n - . s a i < : i Thursday 

I | J ' l l l l ' after House and Senate 

il 1 i ' l f \ G O P c o n f e r e e s h e l d a n 

' l l l i I i n i t i a l get-together. " I 
A U V don't see any intransi­

gence on anybody's pan 
— or maybe there is some, but nobody's 
locked down totally." 

Republican leaders have vowed to 
push a final bill through Congress by the 
spring recess. Democrats suspect the 
GOP is bent on producing a bill that is 
heavy on insurance-related tax breaks 
for employers and individuals and light 
on enforceable new rights for patients in 
managed care plans. 

But to get a final bil l through tho 
House, GOP conference negotiators 
must satisfy a group of renegade 
Republicans who sided wirh Democrats 
in pressing tough new patient protection 
provisions through that chamber. 

Frist said the first priority for 
Republican conferees was to try to 
understand each other's viewpoint. "It's 
dear that senators don't know what's in 
the House bil l , and they don't know 
what's in our bill. ... Now, we've got to 
make a concerted effort to learn- what's 
in the bills." 

The House bill is much broader than 
the Senate-passed version (S 1344), cov­
ering all 161 mill ion privately insured 
Americans. Much of the Senate bil l 
applies only to the 48 million people in 
health plans exempt from state regula­
tion, although certain provision would 
apply to all group insurance plans. 

The House bill also gives patients in 
managed care, plans significandy wider 
rights than the Senate measure. Both 
measures would allow patients to appeal 
adverae coverage decisions to an inde­
pendent, external review unit, grant 
them access to specialists and guarantee 
coverage for emergency care. But the 
Senate language is far more restrictive 
on these points-

Only the House bil l would allow 
patients to go into state courts to sue 
their health plans for damages if a denial 
of care results in injuries. 

continued on page 2 

CUBAN CLOUT: Elian Gonzalez saga has 

become a .test case for measuring the power 

of Cuban-American,community- (Story, p. 9) 

T O D A Y AT A G L A N C E : 

House Floor; Not in session. 
Senate Floor: Not in session. 
Prescr ip t ion Drugs: Sen. Bill Frist, 

R-Tenn., w i l l speak at the National 
Center for Policy Analysis on a study 
outlining how a competitive premium 
Medicare system would finance a pre­
scription drug benefit program. 

Economic Ind ica tors : The Labor 
Department wi l l issue its report on U.S. 
employment in January; the Commerce 
Department will issue housing comple­
tions for December. 

Campaign 2000: The American 
Enterprise Institute wi l l sponsor a discus­
sion of issues surrounding the presiden­
tial elections. 

Democratic Meeting: President 
Clinton will attend a morning session of 
the Senate Democratic Caucus Issue 
Conference at the Library of Congress. 

ISO?"? OJSETOl OOOo-̂ ! m HCM G2Q-QS118 
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GOP Leaders Tell 
Lobbyists To Draft 
Drug Options F a s t 
Feb. 18 target is set for 
Proposals from dmg makers, 
Insurers, employers and more 

House Republican leadere have 
urged pharmaceutical manufactur­
ers, employer groups and insurance 
lobbyists to give them options 
before the Presidents' Day recess 
for constructing a Y 
prescription drug 
benefit for low-
income seniors and 
those with extra-high 
drug costs. 

- A t a 'listening ses­
sion" Tuesday in the 
office of House 

THE 
IS OF CONGRESS 

Majority Whip Tom DeLay, Texas, 
represematives of 16 industry groups 
debated the merits and disadvantages 
o f various plans to help seniors buy 
drugs. Congressional Republicans are 
being pelted in campaigns across tlie 
country by Democrats pushing for a 
new universal drug option in the fed­
eral Medicare program. President 
Clinton reiterated his call for a 
Medicare drug benefit during his 
State o f the Union address Jan. 27. 

Republicans insist that federally 
subsidized drug coverage should go 
only to seniors who now lack it and 
need it most. And they do not much 
want it connected to Medicare, 

Industry groups are divided 
among themselves about the best 
approach. Some, such as the Health 

. * 
: continued on page 5 
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continued from page 1 

last year, the Washington lawmakers 
convinced their colleagues to include $5 
million for the State Department to help 
cover security costs related to the 1WTO 
meeting. Washington state lawmakers _• 
tried but failed to get language directing 
the department to release ai least half of 
the money to Seattle to help cover its 
costs. ; -

But so far, the State Department has 
declined to turn any money over to 
Seattle, claiming it does not have the "" 
legislative authority to do so. '• 

Republican Slade Gorton and 
Democrat Patty Murray ace both work- -
ing to get the money released, but there 
is obvious friction between the two. - . 

" -.•Murray contends Gorton did not w o i k " * 
; ; hard enough last year while she was " ̂ '7 
'- tussling with the administration over the 

Insurance Association of America 
(H1AA), want a tax credit coupled with 
block grants to the states to subsidize 
prescription drug purchases for low-
income seniors. Drug makers argue 
against a block grant, fearing states 
might be given the flexibility to 
impose some form of price controls. 
Others raised questions about die cost 
and effectiveness of tax credits. . •., 

Included in the discussion were rep­
resentatives of HLAA; the Healthcare 
Leadership Council;, the National 
Association of Chain Drug Stores; the 
National Association of Manufacturers; 

the Phannaceutical Research and v i funding. Pointing to a letter thai she 
Manufacturers Association; the Federa- : -' sent to appropriators in September uig-
tion of American Health Systems; the i? : ing stronger language regarding tfc£:$5". ^ 
U.S. Chamber of Commerce; and vari-^ '"... million, Murray said: "Perfiaps i f other 1-'if ; 

ous drug mamjiacturers. ', _ ..p^ir: ;?!,;̂ . senators had signed the letter when i:.f ^.. 
Industry groups were encouraged asked last year we would have hear^-•Irf 

to get their recommendations in to able to provide earmark money for 7:'0Mtf-
House leaders by Feb. 18. By that <i~«tt\e. ™A ' ~ ^ u i ^ ' ' . ' U-̂ .-
time, Speaker J. Denn 
Illinois expects to have a working 
group of members in place to examine 
tlie proposals. Members are looking 
for a targeted approach that could be 
Financed with the projected non-Social 
Security surplus, which could reach up 
to $1.9 trillion over a decade. fte enacted financial assistanceLVnot 

There's a healthy interest in doing only requirfed, but overdue,'* l ie ^yxbte: ^ 
H i e senators have turned to Judd . ^ 

; Gregg, R-N.H., chaiiman of the CJS 
Appropriations Subcommittee, who'hais'"'1 

. 18. By that • ; " Seattle and avoid part of the problem . 
is Hastert of." ': v now facirig my'state " ^ • ' y ^ R p ^ ^ ^ p 
eawbrk ina Gorton, for h i i part, sent a le f ie r tc i iS 

Vice President AlLGore thite w ^ k a ^ ; ^ 
ing him to help out. "While .1 'tikve:'.i;?^ 
expressed reservations about how'tlie! ; ;, 
dry of Seattle chose to deal with the 
onslaught of protesters, I believe that 

something if we can find a plan that 
really does not have the potential to 
blow the top off the budget," said Rep. 
Roy Blunt, R-Mo., who represented 
DeLay in the meeting this week. 

House members are not the only 
ores in Congress seeking input from 
industry. Senate Finance Committee 
Chairman William V. Roth Jr., R-Del., 
and ranking Democrat Daniel Patrick 
Moynihan, N.Y., asked drug manufac­
turers and insurers earlier this year to 
present a joint proposal to address the 
problem. So far, the requested com­
mon solution has not arrived. 

— Rebecca Adams 

Seatt le Sti l l Wait ing For A id l b 
Help Defray W T O Securi ty Costs 

Seattle is no longer a city under 
siege, but the two senators from the 
state of Washington are reminding their 
colleagues and the Clinton administra­
tion that there was a significant pricetag 
attached to the meltdown during the 
World Trade Organization's meeting. 

According to state officials, the cost 
of providing security during the early 
December meeting topped S12 million. 

agreed to discuss the matter with the 
State Department. And with Gore travel­
ing to Washington this week to woo 'J0 
voters and fundere, Gorton has uiged T 
local officials and media to question the 
vice president about the matter. 'i-i^'VVv: 

" —Mattbew-fuUy 

Quick Insights | 
• Fire When Reagan-Ready 

¥\ist the international trade center, 
• then the airport. Now, a missile range? 
The practice of naming locations after 
former President Ronald Reagan could 
go global with HR 3554, which would 
name the U.S. Army missile range at 
Kwajalein Atoll in the Marshall Islands 
after him. The missile range was . 
instrumental in testing Reagan's Mea­
sured Strategic Defense Initiative and 
has more recendy been used as H stag­
ing area for interceptor missile tests. 
Never mind that the last test of the 
interceptor missile failed on Jan. 19. 

— Niels C SorreJls 

}eople MWP 
House Armed Services Committee 

aide Tommy Glakas has left Capitol 
Hill to serve as a senior intelligence 
officer for the Defense Intelligence 
Agency, where he will focus on export 

T control Issues.... •''::.-.-";':.'. 
J jpor- the'; last • two years, Glakas was 
• the Armed Services panel's Democratic 

staff director flis successor, J i m 
r Schweiter,- has returned after a two­
-year stint with the Pentagoh'.^Schweiter 

. was counsel and later generaj' counsel 
l: for. the committee from 1988-1998. , . 

•^^x-j^.-.-^r-::... .•--'-tx.v. : - •• 
^Lobbyists and Advocates 

if - — ^ ' " ^ y * " A a r o n , undersecretary of 
Cbmmercg for international trade, is 

- h^ir);",* io the private sector as a 'senior 
:: international" trade adviser for the law 

firm of IJorsey & Whitney. He wil l spe-
v ciallze. In tradeIssues involving the 
i ; European Union arid As i a . ' " ' ^V ; . . ; - - - - : 
• i V * Michael I t e i l ly joined'the Health 
••{industry Manufacturers Association as 
"director "of government and public 
^affairs. Reilly wi l l organize "innovation 

councils,"; aiming to bring together 
parients,, scientists, researchers, physi-

" dans and oths-rs in the health care 
'. industry, to improve patient access to 

< health care technology. : ' ;-;;^-vv... ' 
I ATReilly most recently worked as a 
; Brookings Institute legislative fellow for 

Rep. Michael Bilirakis, R-Fla. 
• - • The American Plastics Council 

promoted Mar ty D u r b i n to director of 
federal and international affaire. Durbin 
has worked in the group's government 

- affairs office since 1994. 

. A r o u n d t h e A g e n c i e s 

* Assistant U.S. Trade Represen­
tative Dona ld M . Phi l l ips is taking on 
a new assignment, handling affairs 
involving China, Hong Kong, Taiwan 
and Mongolia. He replaces Robert B. 
Cassidy, who is retiring. 

...A 20-year veteran trade negotiator 
for the Office of the U.S. Trade 
Representative, Phillips had been serv-

;;,ing as assistant trade representative for 
Asia-Pacific and Asia Pacific economic 
cooperation affairs. 

— Eileen Simpson 

To tell lis of key personnel changes, 
please call (202) 887-8515, fax (202) 
835-1635 or e-mailpeople9cQ.com. 



Dec-02-1999 03:48pn From-AMER ASSOC OF HEALTH PLANS 2027788499 T-070 P.001/003 F-206 

American Association of 
HEALTH PLANS 

1129 Twentieth Street, NW, Suite 600 
Washington, DC 20036-3421 

Tel: 202-778-3222 
Fax: 202-778-3287 
hnp://www.aahp.org 

FAX TRANSMISSION COVER SHEET 

DATE: ^ V ^ f 

RECIPJENT: 

COMPANY: <^*Tirf-* <h C^~t^-+y C^u^n (LtJL^ 

TELEPHONE: *=Zp ̂  "^^> - ^^Cf>C> 

F A X : ^ -

SENDER: 

COMMENTS: -^C^t^^ UU^JL. 

yOU SHOULD RECEIVE ^ PAGES, INCLUDING THIS COVER SHEET. 
IF YOU DO NOT RECEIVE ALL PAGES OF THIS FAX, 

PLEASE CALL 202-778-3222. 

roNFTPFiNTIMiTTY mim 
W^pNING! UNAUTHORIZED INTERCEPTION OR USE OF THIS TELEPHONIC COMMUNICATION 
COLTLD BE A VIOLATION OF FEDERAL AND STATE LAW. The docuraenis accompanying ibis facsimiJe 
mmsraission comain confiaennal and pnvileged infonnadon bclon^ng to ihc Aracrictm Aasqcjauon of HoUth Plans. 
Hie infonnatton is intended only tor tbe u*: of the uMiividual(s) or tbe cniitics 10 wboin or to which it is directed. If 
you receive this trammission aod you are not the intended recipient, you are hereby notified that any disclosure, 
copying, distribution or tbe taking of any action in reliance on tbe contents of this facsimile inforraaiion is 
strictly prohibited. If yo« bave received this facsimile in error, please notify American Association of Health 
Plans immediately by telephone or arrange for return of tbe dociunents to us. Your cooperation and assistance, 
in this regard, will be greatly appreciated. 



D8C-02-1999 03:^ From-AMER ASSOC OF HEALTH PLANS 
2027788499 T-070 P.002/003 F-206 

DETERMINED TO BE AN 
ADMINISTRATIVE MARKING 
INITIAt S: PCC^ f)ATF: W . ^ / f X 

CQNFIDENmfc-

V l l n T l . . I l l \ " t ; - U T l . I i • i f 

HEALTH PLANS 

Memorandum 

To: AAHP Member Plan Presidents/CEOs and Board of Directors 

From: Karen Ignagni 

Date: November 18, 1999 

Re: Changing Health Plan Assumptions & Practices 

The pubhc s response to ihe announcement by L'nucdHcalih Group has created an extraordinary 
opportunity for health plans to change the dynamics confronting managed health care, if we have 
the foresight to take advantage of it. The last two weeks have demonstrated two things: (1.) Thai 
public opinion of our industry is - and always has been - driven more by our own business 
practices :h-Jr. >̂ pubhc rdat.cr.s: ar.d u i Thai pjiiems want 10 hê r more about me unjible sieps 
ihoi heakh pl̂ ns are taking co unpro\e confidence m the astern and address patient and physician 
concerns. 

At the same time, it's cniical co understand chat the public has also :mposed upon all health plans 
an expectation of further leadership and action. In short, it is time for our industry IO aggressively 
confront both these challenges and opponuniiies. and io do so nou 

A New Approach: Changing Business Assumptions & Practices 

In this comexi. we must think beyond the legislative and political fights that have consumed us for 
the past several years. We're already preparing for next year's round of legislative and political 
battles, both in Washington and around the nation. But strategically, we need to focus more time 
and energy on whether our operating rules and business practices meet the fundamental test of 
public understanding 

Plans already have taken steps to address many of the public's concerns. We have worked hard to 
clear up confusion surrounding coverage for emergency room visits: we have condemned so-called 
gag clauses, and we've streamlined appeals processes, to name a few of the initiatives embedded in 
our Code of Conduci. Given the strong interest in health plan policies and practices, now is the 
lime to take the lead in describing these initiatives and to discuss what additional steps we should 
take. 
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In adduion. we also need io ask ourselves some lough questions: Are our business practices taking 
into consideration the new environment in which health plans operate? Are there new and bener 
ways to improve patient safety and keep costs under control? How can we empower patiems io 
make better and informed decisions and to bring doctors and others together as our panners in the 
mission of keeping health care affordable? 

The Next Steps: Reaching Out to Patients & Physicians 

In the coming year. AAHP will be accelerating its ongoing research into public altitudes about the 
health care system As we hâ e with the Code ofCondua, we'll continue our mission of assisiing 
health plans to be more responsive to patient and physician concerns. Just as we need to be bold in 
examining where change needs io occur within our ranks, we need to be more aggressive in taking 
our message and our mission to Main Street. We need to do a better job of educating consumers, 
physicians, the business and employer communities and our own neighbors about the real and 
lasting improvemenis health plans have made in the way we provide care for millions of 
.Americans. 

Just ai important, -.ve need to reach out to ph>sician and panent groups to restart a dialogue about 
improving the system. Toward thai end. I am requesting a meeting with the American Medical 
Association (AMA) and will keep you posred on developments. 

Leading the Wav through Genuine Change 

This year, our member plans have continued to demonstrate leadership by recommending that 
health plans adopi independent e.uernal review programs and. most recently, our new Patient 
Assistance and Consumer Trust (PACT) imiiative that seeks io further empower patients in their 
dealings v>iih their health plan. These initiatives demonstrate our ongoing commitment to patients 
and the fact that we are addressing new areas for improvement as ihey arise. 

We have a strong record of acccmplishmem. But even more »mponam, I firmly believe that our 
industry is again on the cutting edge of an exciting new era of change An era that will 
demonstrate anew that it has been our innovation - not short-sighted political approaches - that 
have delivered on the promise of the best health care delivery system in the world. As we have in 
the past, I am confident you will rise to this challenge and lead the way. 



Managed Care Is Still a Good Idea 
By UWE REINHARDT 

Is managed care dead? Some say yes, 
given the United Health Group's decision 
last week to stop overruling doctors' deci­
sions about treatment. But in truth, man­
aged care is a good idea, and it's here to 
stay. Only the techniques of managing are 
being changed. 

At its most general level, "managed 
care" simply means that those who pay for 
health care have some say over what ser­
vices they will pay for and at what price. 
No health-insurance system can>work for 
very long without these prudent measures. 
True, America's health insurers did func­
tion without them for several decades after 
World War II. Until the early 1990s, most 
group policies incorporated the philosophy 
that only the physician and the patient 
should determine the treatment for a par­
ticular illness. It was accepted that the in­
surer would pay each health-care provider 
his "usual, customary and reasonable" 
fees, with few questions asked. 

This genteel philosophy rested on the 
belief that modern medical practice is 
firmly anchored in science, that the 
providers of health care would do no less, 
but also no more, than good medical sci­
ence dictated, and that the fees charged for 
health care would remain "reasonable." 

Unfortunately, this open-ended social 
contract produced a track record that gave 
the lie to these assumptions. Two decades 
ago, pioneering research by Dartmouth 
epidemiologist and physician John 
Wennberg showed that the use of health 
services and health spending per capita 
varied widely across regions in the U.S. in 
ways that could not be explained by health 
status or clinical science. In the most re­
cent edition of that research, Dr. 
Wennberg and his associates report that in 
1996 Medicare paid a statistically adjusted 
S7,800 per elderly American in Miami and 
57,700 in Baton Rouge, La., vs. just $4,900 
in Tallahassee, Fla., S3,923 in Shreveport, 
La., S3,900 in Portland, Ore., and 53,700 in 
Minneapolis. 

Put on the defensive by such data, the 

medical profession pointed out that medi­
cine is both art and science and argued 
that the variations in cost simply reflected 
differences in preferred practice style. 
This response begged the question that has 
been one of the chief drivers behind the 
managed-care movement: Which of the 
varied practice styles is the most cost-ef­
fective? Managed care was further fueled 
by research during the 19S0s in which clin­
ical experts deemed unnecessary substan­
tial portions of health services actually de­
livered to patients. 

It would be facile to blame physicians 
for their failure to control costs. After all, 
the knowledge base of clinical science ex­
pands at a pace that exceeds the busy 
physician's ability to keep up with the best 
medical practices. Some mechanism must 
therefore be found to help them do so. Man­
aged care ought to be one such vehicle. It 
turns out that the preauthorization and 
concurrent review of medical treatments-
the methods American managed-care com­
panies have typically used during the past 
few years-are not the best means to this 
end. These intrusive tactics irritate pa­
tients, insult physicians and often cost 
more than they save. 

Periodic,statistical profilesof individual 
physicians' practices promise to be a more 
productive approach to cost and quality con­
trol. It is a common method of cost control in 
other countries. That method grants the 
physician clinical autonomy within some 
range of pre-established norms and inter­
venes only when physicians deviate sub­
stantially from them. In industry, the ap­
proach is known as "management by excep­
tion." The development and updating of 
these practice norms is a perpetual search 
for the best clinical practices. To be effec­
tive, that search should be conducted in 
close cooperation with the practicing physi­
cians to whom the norms apply. 

Much as patients and their physicians 
may dream of the unmanaged, open-ended 
"golden age" of medicine, a return to that 
regime is unthinkable. In the last years of 
that open-ended contract, the premiums 

employers paid for their employees' health 
insurance rose between r>'.( and 25''; em h 
year. Had the trend continued, half cn thr 
nation's gross domestic product wmild 
have gone to health care by 2050. 

As recently as October 1993. the Con­
gressional Budget Office forecast that in 
2000 the U.S. would spend more than 51.ii 
trillion on health care (or l&M ol pro­
jected GDP), up from S675 billion (12.2'., uf 
GDP) in 1990. In its most recent forecast, 
the government projects total spending of 
only 51.3 trillion next year, about 5300 bil­
lion less than its forecast of six years ago. 
The bulk of that saving must be credited to 
the ability of the managed-care industry to 
exercise some control over both the fees 
and the use of health services. 

Economic theory and empirical re­
search suggest that in the long run. em­
ployees pay the cost of fringe benefits in 
the form of lower take-home pay. It follows 
logically that the bulk of the health-care 
cost savings achieved by the managed-
care industry must have flown through to 
the take-home pay of employees, espe­
cially in this decade's tight labor markets. 
Alas, employees seem unaware of this 
standard economic theory. That's why 
they stood idly by as the health system 
chewed up their paychecks during the late 
1980s, and why they now show no gratitude 
for the savings that managed care has Tun­
neled back into their pockets. Instead, they 
subscribe to the folklore that these savings 
flowed through to their employers' bottom 
line and into the paychecks of managed-
care executives. -

American workers have paid a high 
price for that ignorance, and they may pay 
it again in the near future, as health-insur­
ance premiums are rising again at near 
double-digit rates. For American business 
leaders, one of the most effective methods 
of health-care cost control would be to level 
with their employees about who actually 
pays for health insurance. 

Mr. Reinhardt is a professor of political 
economy at Princeton University. 
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November 17, 1999 UnitedHealth Group 

Mr. Chris Jennings 
Deputy Assistant to the President 
for Health Policy Development 
The White House 
Old Executive Office Building 
Room 216 

Washington, DC 20502 

Dear Mr. Jennings: 

UnitedHealth Group 
9900 Bren Road East /linnetonka I I 55343 

I write to share what I believe is a very significant event in the health care marketplace. 
UnitedHealthcare is announcing publicly today that we are implementing a new and evolutionary 
approach to improving health care - one that is premised on empowering people with more 
choice and control of their health care. We call this Care Coordination. 

As the Chairman and Chief Executive Officer of UnitedHealth Group, a diversified health and 
well-being enterprise serving Americans through all stages of life, I have watched our health 
business evolve over the years. UnitedHealthcare has always been an industry pioneer -
developing and offering products with open access and broad provider networks, promoting the 
notion of everyone having a principle physician appropriate to one's health needs rather than the 
care system itself; providing coverage for out-of-network services (through point-of-service 
products); collaborating with physicians on best practices (through our Clinical Profiles 
program); advancing performance-based accountability through confidential physician report 
cards; and providing members the assurances that their medical coverage decisions can be 
reviewed by a third party. 

Our collective experience has led us to advance the way we interact with providers and patients 
around medical coverage decision-making. Like you, we have heard from our constituents that 
they are tired of the hassles that they experience under their health plan - particularly when they 
believe that their relationship with their physician is impaired. Our approach aims to facilitate the 
doctor/patient relationship, with clinical decision making in the hands of patients and their 
physicians. It is designed to support the physician's treatment plan while helping patients 
navigate through the complex and ever changing health care system. For example, we do not 
require physicians to obtain pre-authorization for inpatient procedures. Instead, we provide 
members with education, support and resources both prior to and following the hospitalization to 
help them achieve the best possible outcomes. We are also supporting physicians with innovative 
efforts, like our Clinical Profiles program, which provides them with personalized reports about 
their current practice patterns in comparison to nationally accepted best practices. 

We are very excited about this stage of our evolutionary process. Care Coordination crystallizes 
UnitedHealthcare's desire to innovate, continue to improve, and to facilitate a better and more 
positive health care experience for consumers and physicians. 



We hope that our announcement reminds people of the positive contributions that have been made to the 
health care system and the many steps made to improve the lives and health of Americans. We look forward 
to further advances as we work with you to address the needs and challenges facing our people in pursuit of a 
vibrant and healthy nation. 

Sincerely, 

William W. McGuire, MD 
Chairman and Chief Executive Officer 
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UnitedHealth Group" 

N E W S R E L E A S E 

UNITEDHEALTHCARE INTRODUCES CARE COORDINATION 

MINNEAPOLIS, Minn., November 9, 1999 - UnitedHealthcare, a subsidiary of UnitedHealth 

Group (NYSE: UNH), today announced that it is further advancing its philosophies on consumer 

choice and physician autonomy through an initiative called Care Coordination. Care 

Coordination obsoletes certain programs associated with traditional medical management, such 

as pre-authorization for inpatient hospital procedures, and enhances clinical decision-making 

between the patient and physician. 

"Care Coordination is part of our continuing vision to facilitate a better, more positive 

health care experience for consumers and physicians," said William McGuire, M.D., 

UnitedHealth Group Chairman and CEO. "After a decade of focused interaction between 

providers of care and third parties, we believe it is appropriate to expand on the critical needs of 

patient education and advocacy, physician support and assistance, complex care coordination, 

availability of specialized resources, and simplification of the health care system. This initiative 

has evolved over the last six years and will further our commitment to enhancing the health and 

well-being of people through all stages of their life." 

Care Coordination focuses on improving the health of individuals by offering education, 

accelerated access to care, coordination of complex and fragmented services and measurement 

of outcomes, and careful monitoring of members who have chronic and complicated medical 



conditions. Seven core clinical activities are utilized. These are Health Education, Admission 

Counseling, Inpatient Care Advocacy, Readmission Prevention, Disease Management, Complex 

Illness Support and Pharmacy Management. Care coordinators work with both the patient and 

the doctor to facilitate access to needed care and offer new dimensions of health education and 

disease management. 

"Millions of dollars are spent every year on reviewing the treatment decisions made by 

physicians. Over the last decade we have seen the value to patients and employers of these 

efforts diminish as runaway health care costs have been slowed and services expanded. The 

vast majority of reviews support the clinical decision, so it makes sense to focus on other 

programs and efforts," said Dr. Archelle Georgiou, Chief Medical Officer for UnitedHealthcare. 

"Based on the many beneficial programs and efforts available today, our desire is to fully direct 

our resources at keeping patients healthy and from falling through the cracks of the complex 

health care system. We want to make it easier for every patient to get care- at the right place 

and at the right time - and help physicians improve services to their patients," she said. 

Care Coordination helps doctors and patients reach the best decisions together with the 

support of UnitedHealthcare's extensive knowledge and resources. To accomplish this, 

UnitedHealthcare is leveraging its database of more than 14 million patients to provide its 

doctors with data and information that compare the treatments they are recommending for their 

patients against national treatment norms. The innovative Clinical Profiles program, initiated in 

1997, offers physicians personalized reports and reminders for patients who may benefit from 

these procedures along with information to take action. The company has shown that this 

program has clearly improved health care interventions and results. 

"We seek to add value to the doctor-patient relationship by helping patients navigate 

through the health care system so that they can follow through on the treatment plan that they 

have developed with their physician. We provide support and resources that physicians are 

often not equipped to offer. Furthermore, we can encourage best practices and support sound 

treatment decisions using the power of UnitedHealthcare's information technology, clinical 

research capabilities and consumer communication tools," said Georgiou. 

The Care Coordination initiative was begun in 1998 and tested in six markets prior to 

national implementation. Results from these markets indicated that Care Coordination was able 

to improve the entire health care experience without additional cost to the employer or member. 

UnitedHealthcare provides a full spectrum of resources and services to help people 

achieve improved health and well being. The company designs and operates organized health 



/ 

systems with commercial, Medicare and Medicaid products. Today, UnitedHealthcare and its 

sister company Uniprise, which focuses on services to large companies with over five thousand 

employees, serve over 14.5 million individual consumers as members of its health service 

systems. On behalf of these individuals, the company arranges access to care with more than 

340,000 physicians and 3,500 hospitals across 35 U.S. markets and four international markets. 
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November 17,1999 

Memorandum for: Chris Jennings 

From: Leslie Kramerich 

Subject: Pegram v. Herdrich Brief 

As promised, we are sending you the Q&As on the Pfifrram brief to provide you with more 
information about the case and the Government's position. We wanted to caution you that this 
brief is still not final and is subject to change in the Solicitor General's final version which 
will be filed on Friday, November 19. We apologize for the delay in getting these to you, but 
wanted to give you the most up-to-date information in this very fluid process. 

Please call i f you have any questions. 
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Q&As on Pegram v. Her_drich 

Q; What is Pegram v. Herdrich? 

A: Pegram v. Herdrich is a case pending before the Supreme Court which raises the 
issue of whether an HMO's physician incentive arrangement could trigger a 
fiduciary violation under ERISA. The case was brought by Cynthia Herdrich, a woman 
who was injured when her appendix buret as a result of her HMO doctor's delay in 
treating her abdominal pain so that she could be seen at a participating facility. Herdrich 
sued her doctor and HMO for medical malpractice and also claimed that the HMO's 
physician financial incentive program constituted a breach of fiduciary duty under ERISA 
by influencing fiduciaries to withold benefits owed under the plan. At the trial level, 
Herdrich received compensation ($35,000) for her medical malpractice claims from the 
doctor and the HMO, but her ERISA claim was dismissed. The 7* Circuit Court of 
Appeals reversed the lower court in a divided opinion, finding that Herdrich could still 
bring her ERISA claim. The HMO appealed and the Supreme Court agreed to hear the 
case. The Government plans to file an Amicus Curiae ("Mend of the Court") brief 
because of the case's policy implications with respect to ERISA fiduciary requirements 
and the patients' bill of rights debate. 

Q: What is the Government's position in its amicus brief? 

A: The Government's position is pro-patient and supportive of the States' unique role 
in regulating health insurance. In its brief, the Government argues as it has in prior 
briefs that whether ERISA or state laws apply in a given case depends on which of its 
various roles an HMO is performing: (1) provider of medical care; (2) insurer; or (3) 
administrator of benefit claims. While acting in their first two roles, HMOs are governed 
by State law, particularly medical malpractice law. However, in their role as plan 
administrators, they are also regulated under ERISA, including its fiduciary rules. Thus, 
the Government argues that in this case, the HMO's financial incentive 
arrangements that are part of its attempt to control costs as a provider of medical 
care are only subject to State requirements, not ERISA, However, the HMO's 
arrangements that impact a fiduciary's ability to fairly decide benefit claims are 
subject to ERISA's rules and could constitute a violation. This position is pro-patient 
in that it assures that patients will receive the maximum extent of protections available 
under State and Federal laws. It is also respectful of existing State regulation in this area 
and preserves States' traditional role as regulator of insurance and medical care. 

Q: Is the Government's position in Pegram consistent with the Administration's 
position in the patients' bill of rights debate? 

A: Yes. The House-passed PBOR bill that has Administration support, H.R. 2990, imposes 
new restrictions on physician financial incentive arrangements consistent with those in 
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place under Medicare and requires disclosure of such arragements to consumers. I f 
patients are injured as a result of these financial incentive arrangements, they are 
permitted to bring suit under State law; to the extent that such injuries result from a 
benefit denial, they are also permitted to bring suit under ERISA. While the 
Government's brief argues that certain financial incentives can violate ERISA, the 
Patients Bill of Rights provides greater certainty that all arrangements will be covered 
and clearly deliniates what designs can be used and what must be disclosed to patients. 
The Government's brief protects the rights patients have today. The Patients' Bill of 
Rights can give HMOs, doctors, and patients the clear rules of the road that can help 
restore the trust in managed care that is so sorely needed. 

Q: Does the Government's brief side with the patient, Cynthia Herdrich, or the HMO? 

A: Although the Government's brief in this case supports the HMO at this stage of the 
case, the Government's position is pro-patient In this case, the patient had alleged 
that the HMO's incentive scheme was a fiduciary breach in two respects: (1) it provided 
incentives for physicians to minimize referral and treatment at non-participating facilities; 
and (2) it provided incentives for physicians' benefit determinations. The Government's 
brief states that the first type of incentive scheme is not subject to ERISA because it 
involves the HMO's function as a provider of medical care. The Government argues that 
the second type could constitute an ERISA violation i f the scheme impedes the abUity of 
the fiduciary to make a fair and unbiased decision. In this case, the Government found 
that the facts alleged by Herdrich here are not enough to make out this claim. This 
position is nonetheless pro-patient because it assures that State medical malpractice law 
and other consumer protections will still apply in most cases, and provides that Federal 
law may apply in cases subject to ERISA's fiduciary requirements. In addition, the brief 
continues to clarify that both State and Federal laws have important roles to play in the 
regulation of employer-based health plans. 

Q: Who are the stakeholders in this debate? 

A: AAHP, HIAA, APPWP, and the Chamber of Commerce jointly filed an amicus brief 
in support of the HMO's request for Supreme Court review arguing that financial 
incentives related to deciding health care claims could never violate Federal law. At 
least one consumer advocacy group, Health Law Advocates, The AAHP brief argues 
that the T* Circuit's decision would invalidate common and necessary cost-contaimnent 
techniques and would tear at the very heart of managed care. They argue that the 
decision could have devastating results i f not reversed, including a dramatic increase in 
health inflation, the end of managed care and employer-based health coverage, and an 
increase in the number of uninsured. The Government's brief argues that HMOs can use 
incentive arrangements, so long as they do not improperly influance individual coverage 
decisions. The Government believes abuses can and must be remedied without 
eliminating the appropriate use of managed care. 
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Q: What is the status of the Government's brief? 

A: The final draft of this brief must be filed with the Court by COB Friday, November 
19. The Government's brief has been drafted and approved by DOL's solicitor's office 
and sent to the Solicitor General for review. The SoUcitor General has returned their 
draft to DOL, which it has reviewed and provided comments to the Solicitor General. The 
Solicitor General has the final word on the content of the Government's brief. 



THE W H I T E HOUSE 

WASHINGTON 

November 4, 199 9 

The Honorable J. Dennis Hastert 
Speaker of the 

House of Representatives 
Washington, D.C. 20515 

Dear Mr. Speaker: 

I am w r i t i n g t o underscore my deep disappointment w i t h the 
unusual procedure employed i n naming p a r t i c i p a n t s t o the j o i n t 
House-Senate conference on H.R. 2723, the B i p a r t i s a n Consensus 
Managed Care Improvement Act of 1999. The d e c i s i o n t o appoint 
members t h a t f a i l t o r e f l e c t the overwhelming vote of 275 t o 
151 on the Norwood-Dingell b i l l sends the wrong message t o the 
American people, and the wrong messengers t o the conference 
committee. 

The Norwood-Dingell Patients B i l l of Rights l e g i s l a t i o n i s the 
only p a t i e n t p r o t e c t i o n s b i l l i n t h i s Congress t h a t has received 
strong b i p a r t i s a n support. Yet, out of the 13 Republican members 
appointed as conferees, only one voted f o r t h i s l e g i s l a t i o n , and 
only one voted i n favor of yesterday's successful motion i n the 
House t h a t i n s t r u c t e d conferees t o i n s i s t on i n c l u d i n g the 
p r o v i s i o n s of the Norwood-Dingell b i l l . 

I t i s c l e a r t h a t the p u b l i c longs f o r us t o reach across p a r t y 
l i n e s t o address issues of n a t i o n a l concern. There are few 
matters t h a t are more important than enacting a strong Patients 
B i l l of Rights. I n t h i s regard, I am asking you t o use your 
a u t h o r i t y under the House r u l e s t o expand the conference 
committee t o include members who accurately r e f l e c t the w i l l 
of the House. 

We need t o make c e r t a i n that the r e s u l t s of t h i s conference 
w i l l be i n the p u b l i c i n t e r e s t ; as c u r r e n t l y c o n s t i t u t e d , t h i s 
committee i s weighted heavily i n favor of the specia l i n t e r e s t s 
t h a t oppose t h i s b i l l . Over the years, we have worked together 
on d r a f t i n g and passing b i p a r t i s a n h e a l t h care l e g i s l a t i o n , 
i n c l u d i n g the Health Insurance P o r t a b i l i t y and A c c o u n t a b i l i t y 
Act of 1996. I hope we can b u i l d on t h a t record t h a t t h i s 
Congress can respond to the public's need f o r p a t i e n t s ' 
p r o t e c t i o n s as our nation's health care d e l i v e r y system 
undergoes change. 

Sincerely, 
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THE WHITE HOUSE 

Offi c e of the Press Secretary 
(New York, New York) 

For Immediate Release October 7, 1999 

STATEMENT BY THE PRESIDENT 

Sheraton Towers 
New York New York 

5:35 P.M. EDT 

THE PRESIDENT: This afternoon the House of Representatives took an 
important and encouraging step i n the e f f o r t to give the American people 
a r e a l p a t i e n t s ' b i l l of r i g h t s . A f t e r r e j e c t i n g watered-down 
l e g i s l a t i o n by s u b s t a n t i a l votes, the House voted by a large margin t o 
approve a strong b i p a r t i s a n p a t i e n t s ' b i l l of r i g h t s , sponsored by 
Congressmen Norwood and D i n g e l l . 

The passage of t h i s b i l l represents a major v i c t o r y f o r every 
f a m i l y and every h e a l t h plan. I t says you have the r i g h t t o the nearest 
emergency room care and the r i g h t t o see a s p e c i a l i s t . I t says you have 
the r i g h t t o know you can't be forced t o switch doctors i n the middle of 
a cancer treatment or a perio d of pregnancy. And i t says you have the 
r i g h t t o hold your h e a l t h care plan accountable i f i t causes you or a 
loved one grave harm. 

I t shows t h a t America i s no longer w i l l i n g t o allow u n f e e l i n g 
p r a c t i c e s of some he a l t h plans t o add t o the pain of i n j u r y or disease. 
I t proves t h a t America i s committed t o p u t t i n g p a t i e n t s f i r s t . 

But l e t me be c l e a r : We s t i l l have a l o t of work t o do before t h i s 
b i l l becomes the law of the land. When the House and the Senate 
ne g o t i a t o r s meet, we must be sure the b i l l i s paid f o r ; and when they 
meet i n conference, the Republican leaders must r e s i s t the urge t o 
weaken the p a t i e n t p r o t e c t i o n s guaranteed i n the Norwood-Dingell b i l l , 
and they must not undo behind closed doors what has been done i n the 
p u b l i c . They must also r e s i s t the urge t o load up the f i n a l l e g i s l a t i o n 
w i t h poison p i l l p r o v i s i o n s t h a t they know I can't sign. 

But today, l e t ' s j u s t congratulate the members of both p a r t i e s i n 
the House of Representatives f o r making a responsible choice i n the face 
of s i g n i f i c a n t pressure t o do otherwise. 

I e s p e c i a l l y thank Congressman Norwood and Congressman D i n g e l l f o r 
t h e i r leadership and f o r t h e i r dogged determination. We have shown once 
again t h a t when we work together across p a r t y l i n e s , we can use t h i s 
moment of p r o s p e r i t y t o meet the greatest needs of the American people. 
Thank you very much. 

Q S i r , what do you t h i n k made the di f f e r e n c e ? Yesterday you were 
almost conceding defeat. 

THE PRESIDENT: I t h i n k a l o t of work was done by a l o t of people, 
but I t h i n k i n the end, most people j u s t went up there and voted f o r 
what they thought was r i g h t . Now, you know, there's kind of an unusual 
parliamentary maneuver of which you're a l l aware i n which they've t i e d 
another b i l l t o i t and sent them both t o conference. The other b i l l i s 
one I don't support; i t would cost an awful l o t of money and help less 
than one percent of the uninsured i n America, most of whom can a f f o r d 
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t h e i r own h e a l t h care p o l i c i e s anyway. And so we have to watch things 
l i k e t h a t being done i n the f i n a l l e g i s l a t i o n . But a b i g m a j o r i t y of 
the House d i d vote f o r t h i s b i l l , j u s t as i t was w r i t t e n , and I'm very 
proud of them. 

This i s the s o r t of t h i n g America wants us t o do. We can work 
together across p a r t y l i n e s ; we can get things done. There w i l l s t i l l 
be p l e n t y f o r the two p a r t i e s t o argue about i n good conscience i n the 
coming e l e c t i o n . No matter what we do — we can deal w i t h every 
challenge before the Congress now, and there w i l l s t i l l be things t o 
debate next November. 

So I would hope t h a t t h i s i s an omen of more good things t o come. 
And I'm c e r t a i n l y prepared t o do my p a r t , and I'm very g r a t e f u l today. 
I t a l k e d t o some Republican and Democratic House members before the vote 
and encouraged them. And I'm very proud of a l l of them. And I thank 
them. 

Q Could you t e l l us about your t a l k s w i t h Hoffa? 

THE PRESIDENT: Excuse me? 

Q Could you t e l l us about your t a l k s w i t h Jimmy Hoffa --

THE PRESIDENT: Oh, sure — 

Q -- and d i d you ask him t o not stand i n the way of an e a r l y 
endorsement of the AFL-CIO f o r Gore? 

THE PRESIDENT: A c t u a l l y , we di d n ' t t a l k much about t h a t . We 
t a l k e d about -- t h i s i s the f i r s t long personal v i s i t we've had, 
although we've worked on a l o t of t h i n g s . He thanked me f o r the work 
t h a t I ' d done over the l a s t s i x and a h a l f years. We t a l k e d a l i t t l e 
about t h a t . 

We t a l k e d about -- i n t e r e s t i n g l y enough, we t a l k e d about F r a n k l i n 
Roosevelt and Frances Perkins, and the r i s e of the American labor 
movement f o r some good amount of time. Said he was glad I was coming 
t o n i g h t , and t h a t President Roosevelt was the l a s t President t o t a l k t o 
the Teamsters. 

And we t a l k e d q u i t e a b i t about trade, and about his strong f e e l i n g 
t h a t we ought t o make sure t h a t the safety provisions of NAFTA are met. 
And I assured him t h a t we were doing everything we could t o do j u s t 
t h a t , and t h a t we would continue t o do so. 

He said he was deeply concerned t h a t ever since the recession i n 
Mexico, and then the recession i n Asia, countries w i t h whom we had had a 
balance of trade or a small surplus we now seem to be running large 
d e f i c i t s w i t h . He was concerned about the r i s e of p r o t e c t i o n i s m i n 
Europe. And we t a l k e d about t h a t . 

And t h a t was -- most of our conversation was about t h a t . We also 
t a l k e d about g o l f f o r probably too long. We had a good t a l k 
about g o l f . We d i d n ' t t a l k too much about other p o l i t i c s and I said I 
looked forward t o seeing him t o n i g h t . 

Thank you. 

Q Mr. President, do you have any reason t o believe the Senate w i l l 
allow the r i g h t to sue? 

THE PRESIDENT: Sure, i f they l i s t e n t o the American people. 
That's what happened today. I mean, 70 percent of our c i t i z e n s want i t ; 
70 percent of Republicans want i t . And there's a way to do i t — i f 
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they j u s t look at t h e i r own estimates -- not mine, the Congressional 
Budget O f f i c e -- says i t w i l l add, at the most, two d o l l a r s a month a 
p o l i c y t o have a l l the p r o t e c t i o n s of the p a t i e n t s ' b i l l of r i g h t s . And 
tha t ' s a good investment i n our f u t u r e . 

END 

5:43 P.M. EDT 
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THE WHITE HOUSE 

Of f i c e of the Press Secretary 
(New York, New York) 

For Immediate Release October 7, 1999 

STATEMENT BY THE PRESIDENT 

Sheraton Towers 
New York, New York 

5:35 P.M. EDT 

THE PRESIDENT: This afternoon the House of Representatives took 
an important and encouraging step i n the e f f o r t t o give the American 
people a r e a l p a t i e n t s ' b i l l of r i g h t s . A f t e r r e j e c t i n g watered-down 
l e g i s l a t i o n by s u b s t a n t i a l votes, the House voted by a large margin 
t o approve a strong b i p a r t i s a n p a t i e n t s ' b i l l of r i g h t s , sponsored by 
Congressmen Norwood and D i n g e l l . 

The passage of t h i s b i l l represents a major v i c t o r y f o r every 
f a m i l y and every h e a l t h plan. I t says you have the r i g h t t o the 
nearest emergency room care and the r i g h t t o see a s p e c i a l i s t . I t says 
you have the r i g h t t o know you can't be forced t o switch doctors i n 
the middle of a cancer treatment or a perio d of pregnancy. And i t says 
you have the r i g h t t o hold your h e a l t h care plan accountable i f i t 
causes you or a loved one grave harm. 

I t shows t h a t America i s no longer w i l l i n g t o allow u n f e e l i n g 
p r a c t i c e s of some hea l t h plans t o add t o the pain of i n j u r y or disease. 
I t proves t h a t America i s committed t o p u t t i n g p a t i e n t s f i r s t . 

But l e t me be c l e a r : We s t i l l have a l o t of work t o do before 
t h i s b i l l becomes the law of the land. When the House and the Senate 
ne g o t i a t o r s meet, we must be sure the b i l l i s paid f o r ; and when they 
meet i n conference, the Republican leaders must r e s i s t the urge t o 
weaken the p a t i e n t p r o t e c t i o n s guaranteed i n the Norwood-Dingell b i l l , 
and they must not undo behind closed doors what has been done i n the 
p u b l i c . They must also r e s i s t the urge to load up the f i n a l 
l e g i s l a t i o n w i t h poison p i l l p r o v i s i o n s t h a t they know I can't sign. 

But today, l e t ' s j u s t congratulate the members of both p a r t i e s i n 
the House of Representatives f o r making a responsible choice i n the 
face of s i g n i f i c a n t pressure t o do otherwise. 

I e s p e c i a l l y thank Congressman Norwood and Congressman D i n g e l l f o r 
t h e i r leadership and f o r t h e i r dogged determination. We have shown once 
again t h a t when we work together across p a r t y l i n e s , we can use t h i s 
moment of p r o s p e r i t y t o meet the greatest needs of the American people. 
Thank you very much. 

Q S i r , what do you t h i n k made the diff e r e n c e ? Yesterday you 
were almost conceding defeat. 

THE PRESIDENT: I t h i n k a l o t of work was done by a l o t of people, 
but I t h i n k i n the end, most people j u s t went up there and voted f o r 
what they thought was r i g h t . Now, you know, there's kind of an unusual 
parliamentary maneuver of which you're a l l aware i n which they've t i e d 
another b i l l t o i t and sent them both t o conference. The other b i l l i s 
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one I don't support; i t would cost an awful l o t of money and help less 
than one percent of the uninsured i n America, most of whom can a f f o r d 
t h e i r own h e a l t h care p o l i c i e s anyway. And so we have to watch t h i n g s 
l i k e t h a t being done i n the f i n a l l e g i s l a t i o n . But a b i g m a j o r i t y of 
the House d i d vote f o r t h i s b i l l , j u s t as i t was w r i t t e n , and I'm 
very proud of them. 

This i s the s o r t of t h i n g America wants us t o do. We can work 
together across p a r t y l i n e s ; we can get things done. There w i l l s t i l l 
be p l e n t y f o r the two p a r t i e s t o argue about i n good conscience i n 
the coming e l e c t i o n . No matter what we do -- we can deal w i t h every 
challenge before the Congress now, and there w i l l s t i l l be things t o 
debate next November. 

So I would hope t h a t t h i s i s an omen of more good things t o come. And 
I'm c e r t a i n l y prepared t o do my p a r t , and I'm very g r a t e f u l today. I 
t a l k e d t o some Republican and Democratic House members before the vote 
and encouraged them. And I'm very proud of a l l of them. And I thank 
them. 

Q Could you t e l l us about your t a l k s w i t h Hoffa? 

THE PRESIDENT: Excuse me? 

Q Could you t e l l us about your t a l k s w i t h Jimmy Hoffa --

THE PRESIDENT: Oh, sure --

Q -- and d i d you ask him t o not stand i n the way of an e a r l y 
endorsement of the AFL-CIO f o r Gore? 

THE PRESIDENT: A c t u a l l y , we di d n ' t t a l k much about t h a t . We 
t a l k e d about -- t h i s i s the f i r s t long personal v i s i t we've had, 
although we've worked on a l o t of t h i n g s . He thanked me f o r the work 
t h a t I ' d done over the l a s t s i x and a h a l f years. We t a l k e d a l i t t l e 
about t h a t . 

We t a l k e d about -- i n t e r e s t i n g l y enough, we t a l k e d about F r a n k l i n 
Roosevelt and Frances Perkins, and the r i s e of the American labor 
movement f o r some good amount of time. Said he was glad I was coming 
t o n i g h t , and t h a t President Roosevelt was the l a s t President t o t a l k 
to the Teamsters. 

And we t a l k e d q u i t e a b i t about trade, and about h i s strong f e e l i n g 
t h a t we ought t o make sure t h a t the safety p r o v i s i o n s of NAFTA are met. 
And I assured him t h a t we were doing everything we could t o do j u s t 
t h a t , and t h a t we would continue t o do so. 

He sa i d he was deeply concerned t h a t ever since the recession i n 
Mexico, and then the recession i n Asia, countries w i t h whom we had had 
a balance of trade or a small surplus we now seem to be running large 
d e f i c i t s w i t h . He was concerned about the r i s e of p r o t e c t i o n i s m i n 
Europe. And we t a l k e d about t h a t . 

And t h a t was -- most of our conversation was about t h a t . We also 
t a l k e d about g o l f f o r probably too long. We had a good t a l k about g o l f . 
We d i d n ' t t a l k too much about other p o l i t i c s and I said I looked 
forward t o seeing him t o n i g h t . 

Thank you. 

Q Mr. President, do you have any reason t o believe the Senate 
w i l l allow the r i g h t t o sue? 

THE PRESIDENT: Sure, i f they l i s t e n t o the American people. 
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That's what happened today. I mean, 70 percent of our c i t i z e n s want 
i t ; 70 percent of Republicans want i t . And there's a way t o do i t --
i f they j u s t look at t h e i r own estimates -- not mine, the Congressional 
Budget O f f i c e — says i t w i l l add, at the most, two d o l l a r s a month a 
p o l i c y t o have a l l the p r o t e c t i o n s of the p a t i e n t s ' b i l l of r i g h t s . 
And t h a t ' s a good investment i n our f u t u r e . 

END 
5:43 P.M. EDT 
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THE WHITE HOUSE 

Of f i c e of the Press Secretary 

For Immediate Release September 17, 1999 

STATEMENT BY THE PRESIDENT 

I am pleased t h a t the House of Representatives w i l l have an 
opp o r t u n i t y i n j u s t a few weeks t o vote on a strong, enforceable 
p a t i e n t s ' b i l l of r i g h t s . This w i l l , at long l a s t , give members of 
Congress an o p p o r t u n i t y t o put p a t i e n t s ' i n t e r e s t s ahead of the s p e c i a l 
i n t e r e s t s . 

A b i p a r t i s a n m a j o r i t y of the House has already expressed support 
f o r the Norwood-Dingell proposal, a plan t h a t would provide f o r an 
enforceable set of meaningful p a t i e n t p r o t e c t i o n s t h a t would be extended 
to a l l Americans i n a l l h e a l t h plans. I am confident t h a t the 
Norwood-Dingell p a t i e n t s ' b i l l of r i g h t s w i l l be adopted, i f the House 
leadership permits a f a i r process f o r debating and v o t i n g on t h i s 
important issue. 

30-30-30 
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THE WHITE HOUSE 

Of f i c e of the Press Secretary 
(Martha's Vineyard, Massachusetts) 

For Immediate Release August 23, 1999 

STATEMENT BY THE PRESIDENT 

Pr o t e c t i n g the hea l t h of America's f a m i l i e s i s not and should 
never be a p a r t i s a n issue. Demonstrating t h i s f a c t , the American 
Medical Association, the l a r g e s t o r g a n i z a t i o n of physicians i n the 
nation, has j u s t endorsed the b i p a r t i s a n Patients' B i l l of Rights 
sponsored by Congressman Norwood and Congressman D i n g e l l . 

The AMA's a c t i o n sends a strong message t o Congress t h a t i t i s 
time t o put p o l i t i c s aside and pass a Patients' B i l l of Rights t h a t 
provides meaningful p r o t e c t i o n s f o r a l l Americans i n a l l h e a l t h plans, 
and holds plans accountable when t h e i r actions cause harm t o p a t i e n t s . 
With over 20 House Republicans cosponsoring the Norwood-Dingell b i l l , 
i t i s c l e a r t h a t a b i p a r t i s a n m a j o r i t y i n the House of Representatives 
i s ready t o vote f o r a strong and enforceable Patients' B i l l of Rights. 

The b i p a r t i s a n Norwood-Dingell c o a l i t i o n has placed the needs of 
p a t i e n t s over the desires of sp e c i a l i n t e r e s t s . I t i s long past time 
f o r the e n t i r e Congress t o f o l l o w s u i t . I r e i t e r a t e my c a l l t o Speaker 
Hastert t o schedule a vote on t h i s important l e g i s l a t i o n immediately 
upon r e t u r n from the Congressional recess i n September. 

Sound from the President i s a v a i l a b l e on the White House Press O f f i c e 
Radio A c t u a l i t y Line at 202-456-5671. 

30-30-30-
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THE WHITE HOUSE 

Of f i c e of the Press Secretary 

For Immediate Release August 5, 1999 

STATEMENT BY THE PRESIDENT 

With today's announcement l e d by Drs. Ganske and Norwood and 
Congressmen D i n g e l l , i t i s clear t h a t there i s now a b i p a r t i s a n 
m a j o r i t y of House members ready t o vote f o r a strong and enforceable 
Patients' B i l l of Rights. Unlike the p a r t i s a n Senate-passed b i l l , t h i s 
b i p a r t i s a n i n i t i a t i v e i s a Patients' B i l l of Rights not j u s t i n name 
but i n r e a l i t y . I t provides meaningful p a t i e n t p r o t e c t i o n s t o a l l 
Americans i n a l l health plans, and i t holds plans accountable when 
t h e i r actions cause harm t o p a t i e n t s . 

Today's a c t i o n proves t h a t p a t i e n t p r o t e c t i o n s need not and should 
not be a p a r t i s a n issue. I t i s time t o do what t h i s b i p a r t i s a n 
c o a l i t i o n has done - put the well-being of p a t i e n t s before p o l i t i c s 
and s p e c i a l i n t e r e s t s . I c a l l on Speaker Hastert t o schedule a vote 
on t h i s long-overdue l e g i s l a t i o n immediately upon r e t u r n from the 
Congressional recess i n September. 

30-30-30 

l o f l 11/11/1999 12:27 PM 



http://www.pub.whitehouse.gov/uri-.../oma.eop.gov.us/1999/7/16/7.text. 

THE WHITE HOUSE 

Of f i c e of the Press Secretary 

For Immediate Release July 15, 1999 

STATEMENT BY THE PRESIDENT 

Tonight's p a r t y l i n e vote f o r a weak, unenforceable p a t i e n t s ' b i l l 
of r i g h t s i s the wrong course f o r America. The Republican Leadership's 
b i l l i s a p a t i e n t s ' b i l l of r i g h t s i n name only. 

I t f a i l s t o p r o t e c t more than 110 m i l l i o n Americans -- i n c l u d i n g 
the vast m a j o r i t y of Americans i n HMOs. For those i t does cover, t h i s 
b i l l f a i l s t o ensure p a t i e n t s ' access t o the s p e c i a l i s t s they need; 
f a i l s t o ensure p a t i e n t s the r i g h t t o keep t h e i r doctors throughout a 
course a treatment; f a i l s t o prevent insurance company accountants from 
making f i n a l c a l l s on medical decisions; and i t f a i l s t o hold h e a l t h 
plans accountable f o r actions t h a t harm t h e i r p a t i e n t s . 

I f Congress i n s i s t s on passing such an empty promise t o the 
American people, I w i l l not sign the b i l l . Passing a strong, 
enforceable P a t i e n t s ' B i l l of Rights should not be a p a r t i s a n issue. 
This should be about p r o t e c t i n g p a t i e n t s , not insurance companies. 

We w i l l not stop working on t h i s c r i t i c a l issue u n t i l we provide 
p a t i e n t s the p r o t e c t i o n s they need. The American people know the 
d i f f e r e n c e between a good and bad b i l l . Every major doctors', nurses', and 
p a t i e n t s ' o r g a n i z a t i o n i n the country knows the d i f f e r e n c e . I be l i e v e 
t h a t the w i l l of the people w i l l s t i l l p r e v a i l i n t h i s Congress. 

30-30-30 
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THE WHITE HOUSE 

Of f i c e of the Press Secretary 

For Immediate Release November 3, 1999 

STATEMENT BY THE PRESIDENT 

Today's overwhelming vote i n the House i s an encouraging step 
toward passage of a strong, enforceable Patients' B i l l of Rights. 
Unfortunately, the House Republican leadership i s seeking t o defeat 
the w i l l of the House -- now expressed c l e a r l y f o r a second time -- by 
re f u s i n g t o appoint conferees who support t h i s l e g i s l a t i o n . Despite 
the Leadership's a c t i o n , the message of the House vote t o the 
conference could not be more cl e a r : r e j e c t the f a l s e promise of the 
Senate-passed b i l l , and send me the b i p a r t i s a n measure t h a t d e l i v e r s 
the r e a l p r o t e c t i o n s t h a t p a t i e n t s deserve. 

### 
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Honorable Tom Daschle 
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Dear Senator Da.scble'. 

JOINT COMMITTEE ON TAXATION 
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(2021 225-3621 

IUCHAIIO A. GRAFME'l'ER 
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This is in response to your letter of October 14, 1999, requesting revenue estimates for 
the tax provisions contained in S. 1344, the "Patients' Bill of Rights Plus Act." as passed by the 
Senate, and H.R. 2990, the ''Quality Care for the Uninsured Act of 1999," as passed by the 
House of Representatives. The enclosed tables provide revenue estimates for the tax provisions 
in these bills. 

I hope this information is helpful to you. Please let me know if we can be of further 
assistance in this matter. 

Sincerely, 

Lindy L. Paull 

Enclosure: Tables #99-3 214, #99-3 215 



1199-3 214 
VERY PRELlf.il�RY 

20·0C!-99 

ESTIMA'TED REVENUE EFFECTS OF TlTlES V. THROUGH IX. OF S. 1344, 
THE aPATIENTS' BILL OF RIGHTS PLUS ACT, m 
AS PASSED BY THE SENATE ON JULY 30, 1999 

Provision 

V. Enhanced Access to Health lnsurance CQ,raraga Provisions 
1. 1 00% deduction of heallh insurance for

self•employed ................. .................................................. . 
2. Full avallabllily of mecllcal savings accounts .................... .. 
3. Federal employee partlclpa1ion In MSAs ......................... .. 
4. Ganyover ol unused bene1lts from cafeleria plans,

flexlble spending aTJangemenls, and health flexlb!e
spendlng acx:oun1s ........................................................... . 

Effective 

tyba 12/31/99 
lyba 12/31/99 
pyho/a 1/1/00 

tyba 12/31/99 

Fiscal Years 2000 • 2009 

[Mi/lions of Do/Fa.rs) 

2000 2001 2002 2003 2004 2005 2008 2007 2008 2009 2000-04 2000·09 

-245 -1,007 -1,040 -657 -2,949 -2,949 

·93 -281 ·326 -370 -414 -458 -502 ·546 -590 -634 -1,483 -4,213 

• - - - • - - - • - - • - - • - • • - • - - • • - - - - • - - - - • Negligible Revenue EffecJ. - • • • - • • • - • - - • • - - • - • • • • • • • - • - - • - • -

-324 -511 -590 -678 -748 -856 -931 -988 -1060 -1126 -2,851 ·7,S11 

Tola.I of Enhanced Access to Health Insurance Coverage Provisions ............... . -662 -1,799 -1,958 -1,705 -1,162 -1,314 -1,433 -1,534 •1,650 ·1,760 •7,283 -14,973 

Vt. Provisions Relattng to Long-Tenn Care Insurance 
1. lncluslon of qualified long-term care Insurance

contracls In cafetena plans, flex:lble spending
arrangements, and healltl fleKlble spending
aocounls l1l ....................................................................... tyba 12/31/99 

2. Deduction for premiums for long•term care
Insurance .... ..................................................... ... . ............. tyba 12/'31/99 

3. Study of long-term care needs In the 21st century ........... .. 

Total of Provlslons Relaflng to Long-Term Care Insurance ................ ............ .. 

VII. lmlfvfduaf Reffrement Plans - Increase the Income
limit for conversion ot an IRA to a R01t1 IRA to $1 mllllon .... tyba 12/31/99 

IX. Revenue Offset Provisions
1. Modify foreign tax cre<ill carrybaclc ................................... . 
2. Umil use of noo-accrual experience method of

acooun!ing ........................................................................ . 
3. lnfonnatlon reporting on cancellation of

Indebtedness by non-bank nnanclal lnstitutlons .. ............. . 
4. Extend IRS user fees through 9/30/09 ............................. .. 

lyba 1 2/31/01 

tyea DOE 

cola 12131 /99 
9/30/03 

·69 -64 -74 -B7 ·10S -131 -156 -184 -215 -247 -402 -1,336

-132 -933 -1157 -1399 ·1554 -1670 -1787 -1906 -2025 -2143 -5,176 -14,707
• - • • - • - - - - - - • - - - • - - • - - • - • - - • • - - • - - - - - No Revenue Effect • - - • - · - • - • - • • - • • - - • · • • • • • • • • • • • - - • • 

·201 -997 -1,231 -1,486 -1,662 ·1,801 -1,943 -2,090 -2,240 ·2,390 -6,578 -16,043

1,151 2,991 2,031 450 ·1,080 -2,233 -4,056 -3,267 ·1,901 -451 5,544 -6,364 

94 596 533 496 464 431 295 269 1,223 3,17S 

77 60 33 2B 10 12 14 16 18 20 208 28B 

7 7 7 7 7 7 7 7 7 28 63 
50 53 56 59 61 64 50 343 

5. Property subject to a liability under section 357 ............... .. ta 10/19/9B • - • • - - - - - • - - - - - - - • • - - - - • • • • - - - - - - • - • - Previously Enacted • - • - - • - - - • - • · - • • - - • · • • - • - • • - - • • - • • -

6. Deny deductton and Impose excise tax with respect
to charitable splil dollar life Insurance arrangements ....... .. 

7. Allow employers to lrans1er excess defined benefit
plan assets to a special acoount for health benefils
ol reUrees (lhrough 9/30/09) ............................................ .. 

[2] 

!ml tyba 12/31/00

- - - • - - - - - - - - • - - - • - - - - - - - • - - - - - • - - - Negl/gfbls Revenue Effect - • - - - • - • · - - • - - • - - - - • - - • • - • • • • - • · · 

19 38 39 40 41 42 42 43 44 136 34B 

I • 

I 
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Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2000-04 2000-09 

8. Impose limitation on prefunding of certain employee 
-

cpa DOE 69 141 147 149 140 129 118 105 90 74 647 1,163 
9. Repeal Installment melhod foraocrual taxpayers 

and modify pledge rules iselofa DOE 477 677 406 257 72 8 21 35 48 62 1,889 2,063 
10. Include Ihe Sl/eptococcus Pneumoniae vaccine In 

13] 4 7 9 10 10 10 10 10 10 11 39 91 

627 fill 734 1,086 862 756 732 705 572 551 4,220 7,537 

915 1,106 -422 -1,655 -3,042 -4,592 -6,700 -6,186 -6,219 -4,050 -3,097 -29,843 

c 
V 

NOTE: Details may not add to tolals due to rounding. 

Legend for "Effective" column: 
cola = cancellation of Indebtedness after 
cpa = oontdbutions paid after 
DOE = date of enactment 
Isalo/a = Installment sales entered Into on or after 
pybo/a = plan years beginning on or after 

ta = transfers after 
tml = transfers made In 
tyba = taxable years beginning after 
tyea = taxable years ending after 

[1] Estimate assumes concurrent enactment of the deduction for premiums for long-term care Insurance (Item VI. 2.). 
[2] Effective for transfers made after 2/8/99 and for premiums paid after the date of enactment. 
[3] Effecllve for vaccine sales the date after the date on Which the Centers Ibr Disease Control make final recommendation for routine admlnislratlan of conjugate 

Slreptoooccus Pneumonia vaoclnes to children. 

o 
o 



#99-3215 
VERY PHEUMINAKY , 

20-Oct-99 

ESTIMATED REVENUE EFFECTS OF TITLJE I. OF H.R. 29W)t 

THE "QUALfTY CARE FOR THE UNINSURED ACT OF 1999,0 

AS PASSED BY THE HOUSE OF REPRESENTATIVES ON OCTOBER 6,1999 

Fiscal Years 2000 - 2009 

[MfllfonsofDollBis} 

Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 20CO-04 2000-09 

Title 1. Tax-Related Health Care Provisions 
1. Provide an above-lhe-lins deduction for health 

Insurance expenses - 25% in 2002 through 2004, 
35% In 2005,65% In 2006, and 100% thereafter 

2. Provide an above-the-llne deducllon (or long-term 
care (nsuranoe expenses - 25% In 2002 through 
2004, 35% In 2005, 65% In 2006, and 100% 
thereafter 

3. Accelerate 100% self-employed heallh Insurance 
deduction; extend eligibility for self-employed health 
insurance deduction to those who choose not to 
parllclpale In employer-subsidized health plans 

4. Expand availability of MSAs , 

tyba 12/31/01 

lyba 12/31/01 

-444 -1,379 -1,477 -1,803 -3,137 -5,678 -8,299 -8,848 -3,300 -31,264 

-48 -328 -364 -417 -677 -1,315 -2,027 -2,146 -741 -7,323 

5. Allow long-term care Insurance to be offered as part 
of cafeteria plans-, limited to amount of 
deductible premiums [1] 

6. Provide an additional personal exemption Io 
caretakers of elderly family members 

7. Increase the time period for measuring eligible 
expenses qualifying for the orphan drug tax credit 

6. Add certain vaccines againsl Streptococcus 
Pneumonias to the list of taxable vaccines In the 
Federal vaccine Insurance program; study of 
Federal vaccine Insurance program; reduce excise 
tax on all taxable vaccines to $0.50 per dose 
beginning In 2005 [2] 

9. Tax ciedit for clinical testing research expenses 
attributable to certain qualified academic inslltutfons 
Indudlng leaching hospitals 

tyba 12/31/00 
tyba 12/31/00 ... 

-274 
-109 

-1,040 
-326 

-657 
^370 -414 -458 -502 -546 -590 -634 

-1,971 
-1,217 

-1,971 
-3,947 

tyba 12/31/01 — -104 -151 -171 -190 -202 -204 -215 -247 -426 -1,484 

tyba 12/31/00 ... -171 -265 -269 -273 -279 -282 -281 -281 -279 -977 -2,379 

epola 12/31/00 — -6 -9 -10 -10 -If -12 -13 -14 -15 -35 -101 

.... [3)&lyba12/31/D4 4 7 9 10 10 -24 -36 -36 -37 -37 39 -131 

tyba 12/31/00 -1 -1 -1 -1 -1 -10 

NET TOTAL OF TITLE I.. -553 -2,228 -3,155 -2,700 -3,183 -4,849 -8,274 -11,464 -12,207 -8,630 -48,610 

Joint Committee on Taxation 

NOTE: Details may nol add to totals due to rounding. 

Legend for "EHectlve" column: epoia = expenses paid or incurred after tyba = taxable yeare beginning after 

[1] Estimate assumes concurrent enactment of the above-lhe-lina deduction for long-term care insurance (item 2.). 
j q This eslimate reflects the recent withdrawal of the rotavirus vaccine from the market. 
[3] Effective for vaccine sales the dale after the date on which the Centers for Disease Control make final recommendation for routine administration of conjugate 

Streptococcus Pneumoniae vaccines lo children. 
[4] Loss of less than $500,000. 

c 
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NEW ANNUAL SURVEY OF EMPLOYER HEALTH BENEFITS SHOWS 
HEALTH INSURANCE PREMIUMS RISING; 

COVERAGE AND CHOICE REMAIN ABOUT THE SAME 

Cost Increases Hit Small Businesses Especially Hard 

Most Employers Favor Hotly Debated Patient Protections 

MENLO PARK, CA — A new annual employer health benefits tracking survey released today by the Kaiser 
Family Foundation and the Health Research and Educational Trust (HRET) reveals that health insurance 
premiums rose faster than in previous years ~ though still by relatively modest amounts - but with premium 
increases hitting small businesses especially hard. Despite the best economy in three decades, there were no 
real changes in the number of firms offering health insurance coverage and the number of employees who had 
a choice of more than one health plan. The survey also found that a majority of employers favor hotly debated 
patient protections, including the right to sue health plans. 

The survey found that health insurance premiums increased 4.8% from the Spring of 1998 to Spring of 1999. 
While still a relatively modest increase compared with the past era of double digit health cost increases, this is 
the biggest annual increase since 1994 and is more than double the economy-wide inflation rate of 2.1%. 
Small businesses, defined as firms with 3-199 workers, experienced substantially higher premium increases 
than larger businesses, defined as firms with 200 or more workers (6.9% compared to 4.1%). The smallest of 
firms, those with 3-9 workers, reported the highest increase in premiums (9.2%). 

Even in this strong economy, the number of uninsured Americans continues to grow — to 44.3 million, 
according to recently released Census Bureau figures — and the availability of employer health coverage 
shows no signs of increasing. The survey found little change over the last two years in the percentage of 
employers offering coverage to their workers. While virtually all large employers continue to offer coverage, 
just 60% of small businesses do so. 

At the same time, more employers are taking actions to 
control the cost of retiree health insurance. Of the 41% 
of large firms that offered retiree health coverage in 
1999, 35% report capping the maximum amount they 
contribute to a retiree's health plan within the last two 
years. Just 8% of firms with fewer than 200 workers 
provide retiree health benefits. 

"Premium increases are hitting the smallest of 
businesses the hardest, most of whom already have a 
difficult time affording health insurance. These 
increases will make it even harder for small businesses 
to provide health insurance for their employees in the 
future," said Drew Altman, Ph.D., president of the Kaiser Family Foundation 

-more-

The 1999 Annual Employer Health 
Benefits Survey was formerly conducted 
by KPMG Peat Marwick from 1991 to 
1998. The survey tracks changes in 
employer-based health care coverage 
and has become a widely used measure 
of trends in health care benefits. The , 
Kaiser Family Foundation and HRET 
took over and expanded the survey in 
1999 and wi l l continue to conduct it 
annually. 

WASHINCTON OFFICE: 1450 G STREET NW, SUITE 250 WASHINGTON, DC 20005 202 347-5270 FAX 202 347-5274 
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PKJEMIUM INCREASES ARE BIGGER FOR SOME AND LESS FOR OTHERS 

Premium cost increases depend not only on the size of the employer, but also on the type of funding 
arrangement and coverage provided. Employers who fund their own health insurance (self-funded plans), 
which represent about half of all covered workers, had substantially lower premium increases (3.7%) than 
those firms that purchased health insurance from insurance companies (5.8%). For all employers, Health 
Maintenance Organizations (HMOs) (5.7%) and conventional (fee-for-service/mdemnity) plans (5.6%) had 
the highest rate of premium increases, followed by Preferred Provider Organizations (PPOs) (4.3%) and 
Point-of-Service (POS) plans (3.6%). 

"For many years, insurance companies have under-priced their health plans to get a bigger share of the 
market But after three years of financial losses, health insurers are restoring their profitability through catch­
up pricing," says Jon R. Gabel, vice president for Health System Studies, Health Research and Educational 
Trust. Mr. Gabel directed the Annual Survey of Employer-Sponsored Health Benefits at KPMG Peat 
Marwick before moving to HRET and is a lead researcher on the project. 

PLAN CHOICE AND ENROLLMENT 

Choice of Plans: While the extent of plan choices available to employees remains stable ~ 65% of covered 
workers are offered a choice of two or more plans — it continues to vary substantially by the size of the 
employer. In 1999, 88% of firms with 5,000 or more workers offered a choice of two or more health plans, 
while just 10% of firms with 3-199 workers offered a choice of plans. 

HMOs (56%) and PPOs (62%) were the most common types of plans that employees could choose from in 
1999. Conventional plans were the least frequently offered type of plan, with only 26% of employees being 
offered them in 1999, down from 52% in 1996. 

Plan Enrollment: Employers report PPOs as having the highest rate of enrollment (38%), followed by 
HMOs (28%), POS plans (25%), and conventional insurance (9%). Since 1988, PPO enrollment among 
workers has more than tripled (from 11% to 38%) while HMO enrollment has increased more slowly (from 
16% to 28%). 

"Whether or not you get health insurance on the job, and the kinds of choices you have i f you get it, depends 
on where you work. The disparities between large and small companies are likely to get even worse as small 
businesses are hit with big premium increases," said Larry Levitt, director of the Changing Health Care 
Marketplace Project at the Kaiser Family Foundation and a principal analyst on the project. 

CHANGES IN BENEFITS OFFERED 

In general the level of benefits offered to employees remained relatively stable from 1998 to 1999. However, 
there were some changes in key areas: 

• Pre-Existing Condition Exclusions: Since the passage of the Health Insurance Portability and 
Accountability Act (MPAA) in 1996, the use of pre-existing condition clauses has declined considerably 
for all types of plans. For example, the percentage of workers in PPO plans with pre-existing condition 
exclusions dropped from 64% in 1996 to 42% in 1999. 

-2-
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■ Reproductive Health Services: Most employees have coverage for oral contraceptives, though fewer are
covered for all forms of reversible contraception. Employees in HM Os (80%) are more likely to have
oral contraception coverage than those in conventional (54%), PPO (64% ), or POS (67%) plans. In
contrast, 37% of employees with job-based health insurance are covered for abortion services.
Employees in large firms are three to four times more likely to be covered for abortion services than
employees in small firms.

• Mental Health Services: Mental health benefits have declined over the last several years. Today only
21% of employees in large firms have mental health benefits with unlimited outpatient visits, compared to
36% in 1991.

EMPLOYER SUPPORT FOR PA TIENI'S' RIGHTS 

Mirroring public views, the strrvey found that a majority of employers support key provisions in the patients' 
rights debate. Eighty-five percent (85%) of all employers support the "prudent layperson" definition for 
emergency care, and 94% support the right for patients to get an independent review when denied coverage. 
Sixty percent (60%) support the right to sue a health plan, an increase since 1998 when 46% supported the 
provision. Support for consumer protections is generally higher among small employers, particularly for the 
right to sue - support among small firms is 61 %, in contrast to the 52% of large firms who oppose the 
measure. 

The survey also revealed that state legislation and voluntary efforts by health plans and employers appear to 
have improved patient protections in some areas. For example, the percentage of employees enrolled in HMO 
plans who can designate an OB-GYN as their primary ca:re physician increased from 49% to 67¾ over the 
past year. About one-quarter of employees in HM Os are now able to designate a specialist other than an OB­
GYN as their primary care physician if they are chronically ilL 

CONCERNS OVER COST AND QUALITY 

The cost of health care is more worrisome to employers than the quality of care. When asked about their 
concerns for the following year: 

■ 72% of all employers said they are "somewhat" or "very" worried that health care costs will increase
faster then they can afford, and 65% said they are "somewhat" or "very" worried they will have to switch
health plans because of concerns about cost;

■ By contrast:., only 26% said they are "somewhat" or "very" worried they will have to switch health plans
because of concerns about quality of care.

Efforts to accredit health plans and provide data comparing the quality of different plans continue to play a 
relatively minor role in the selection of plans by employers. Only 18% of covered workers are in firms that 
cited a plan's accreditation status by the National Committee for Quality Assurance (NCQA) as being "very 
important" to the health plan selection process; 10% of covered workers are in firms that cit.ed performance 
measures such as the Health Plan Employer Data and Information Set (HEDIS) as "very important." By 
contrast, about two-thirds of covered workers are in finns that said the cost of a health plan and the size and 
reputation of the physician network are "very important" when selecting a health plan. 

-3-
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Copies of the full report are ava,ilable on1ine at www kfforg or by ca1lin& the Kaiser Family Foundation 
fublicatiops Reguest Line at I-,S00-656-4533 (J1.sk for document #1538). Multiple copies of the r@rt (t� 
or mom) can be ordered throud:t HRET by callin� 1-800-242�2626 (ask for catalog number 09750 n.

Methodology 
The 1999 Annual Employer Health Benefits Survey, formerly conducted by KPMG Peat Marwick, is now a 
joint product of the Kaiser Family Foundation and HRET. The sw-vey was designed and analyzed by 
researchers at HRET and the Kaiser Family Fotmdation and administered by National Research LLC. The 
survey findings are based on a national random sample of 1,939 telephone interviews with human resource 
and benefit administrators in firms with 3 to 5,000 or more workexs from February to June of 1999. An 
additional 755 firms were interviewed solely to determine whether they offered health insurance coverage to 
their workers. The sample was drawn from the Dun & Bradstreet list of the nation's private and public 
employers with three or more workers. The overall response rate was 60%. The margin of error fo1 
responses among all employers is +/- 3%. For results based on subsets ofrespondents, the margin of error is 
higher. 

For the purposes of reporting the data, firm sizes were aggregated into the following subgroups: Small firms 
were defmed as those with 3-199 workers; 25% of all workers covered by employer-sponsored health 
insurance are in firms of this size. Small firms were split out further into the following categories: 3-9 
workers (6% of all covered workers); 10-24 workers (4% of covered workers); 24-49 workers (4% of covered 
workers); and 50-199 workers (10% of covered workers). Large firms were defined as those with 200 or 
more workers; 75% of all covered workers are in finns of this size. Large finns were split out further into the 
following categories: 200-999 workers (19% of covered workers); 1,000-4,999 {17% of covered workers); 
and, 5,000 or more workers ( 40% of covered workers). To analyze changes in employer-sponsored health 
plans, the survey report compares data from KPMG's 1993, 1996 and 1998 Annual Surveys of Employer­
Sponsored Health Bene.fits and from a similar survey conducted by the Health Insurance of Association of 
America in 1988. 

The Kaiser Family Foundation. based in Menlo Park. California, is an independent national health care 
philanthropy and is not associated with Kaiser Permanente or Kaiser Industries. 

The Health Research and Edu.cational Trust is a private, not-for-profit organization involved in research, 
education, and demonstration programs addressing health management and policy issues. Founded in 1944, 
HRET, an affiliate of the American Hospital Association, collaborates with health care, government, 
academic, business, and community organizations across the United States to conduct research and 
disseminate findings that help shape the future of health care. 

#If# 
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H H S 

U.S. OIPAHTUENT Of HEALTH UNO HUMAN SEHVICES 

FOR IMMEDIATE RELEASE Contact: CDC Press Office 
Thtirsday,Oct. 7,1999 (404) 639-3286 

SECRETARY SHALALA URGES OLDER AMERICANS TO GET 
1999 FLU SHOT 

HHS Secretary Donna E. Shalala today urged older Americans to start getting their 1999 flu shots to 
help protect against potentially life-threatening influenza infections. 

Each winter, a flu epidemic sweeps the country and is responsible for killing on average 20,000 
Americans, most of them over age 65. While 65 percent of seniors receive the flu shot, millions more 
remain unprotected, even though the vaccinations are free under Medicare. 

"The flu poses a serious potential hazard to older Americans, but it's a hazard we can all protect against," 
Secretary Shalala said. "Every senior citizen needs to know that flu and pneumonia shots are convenient, 
free under Medicare, and sometimes lifesaving. Tragically, many serious cases of flu and even deaths 
could be prevented through immunizations. Flu shots work, but not when the vaccine sits on the shelf." 

Pneumococcal disease, a common cause of pneumonia, kills more than 10,000 Americans each year, 
many of them age 65 and older. "Together, influenza and pneumococcal disease are the most common 
causes of death in Americans from diseases that can be prevented by vaccines," Secretary Shalala said. 

Flu shots must be given every year because the influenza virus changes from year to year and because 
antibody protection from the vaccine wanes over time. Flu vaccine is specifically recommended for 
people who are at high risk for developing serious complications as a result of influenza infection. These 
groups include all people aged 65 years or older; all people in nursing homes; and people of any age 
with chronic diseases of the heart, lung, or kidneys, diabetes, immunosuppression or severe forms of 
anemia. 

Adults with diabetes are three times more likely to die from influenza. This is the second year of a 
Centers for Disease Control and Prevention (CDC) campaign encouraging people with diabetes to get an 
annual flu shot. The campaign consists of public service announcements in English and Spanish, 
information for health-care providers and health systems interventions to ensure that patients with 
diabetes are reminded to get a flu shot 

The CDC recommends that the best time to conduct annual vaccination campaigns is between October 
and mid-November. However, after mid-November, people may still benefit from influenza vaccination, 
even after flu cases begin to occur in the community. Pneumococcal shots are recommended for most of 
the same people who should receive flu shots. Pneumococcal shots are usually given once and do not 
need to be repeated annually. 

The CDC reports today that influenza A(H3N2) viruses continued to predominate worldwide during 
May through September, 1999. In the United States, summer influenza activity included an outbreak of 
influenza A(H3N2) virus infections among tourists to Alaska and the Yukon Territory. The surveillance 
data are contained in CDC's Morbidity and Mortality Weekly Report (MMWR) this week. 

Also in the MMWR is a report on reasons given by Medicare beneficiaries for not receiving influenza or 
pneumococcal vaccinations. Not knowing vaccination was needed was the most commonly reported 
reason for not receiving influenza (19 percent) or pneumococcal (57 percent) vaccination. Cost was a 

o f 2 10/29/99 4:18 PM 
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factqr for less than 2 percent. 

."We must be vigilant during this time of year to take every opportunity to vaccinate our older adults and 
people with chronic illnesses to protect them from influenza and pneumococcal disease. These vaccines 
are critical to the health of our older Americans," said CDC Director Dr. Jeffrey Koplan. 

Overall, 45 states have already surpassed the Year 2000 goal of having 60 percent of seniors immunized 
against the flu. But while 68 percent of white Americans over age 65 usually receive flu shots, statistics 
from 1997 show that only 50 percent of African Americans and 58 percent of Hispanics were 
vaccinated. 

Medicare coverage for flu shots for the elderly began in 1993, as the Clinton Administration launched an 
effort to increase immunization rates among older adults. The shots are free for those enrolled in 
Medicare Part B from physicians who accept Medicare payment as full payment. Medicare also covers 
vaccinations against pneumonia. A beneficiary who has not previously received the pneumococcal 
vaccine can obtain it at the same time as the flu shot. 

"Millions have benefited from the flu and pneumonia shots that Medicare provides, but millions more 
still need them," said Michael Hash, deputy administrator of the Health Care Financing Administration 
(HCFA), the agency that runs Medicare. "Too often, people don't get the immunizations that could save 
their lives. People age 65 and over are more likely to get flu or pneumonia and to experience serious 
complications. That's why we're reaching out to remind beneficiaries that it's important to get their shots 
and that they are covered by Medicare." 

HCFA has undertaken an aggressive outreach program to remind seniors of Medicare's free flu 
vaccination benefit. The agency is mailing nearly 8 million postcards in four languages to remind 
Medicare beneficiaries to get immunized and is distributing posters to senior centers, clinics and other 
places where Medicare beneficiaries are likely to see them. In addition, HCFA plans to air two 
30-second television public service announcements in six target cities during flu season this year, and 
television and radio announcements have been produced in English and Spanish for local outlets to use 
across the country. 

As part of its efforts, HCFA also is reaching out to African American communities to raise awareness 
about the need for flu shots. Medicare's quality-review organizations have begun a three-year project to 
measurably reduce death rates among Medicare beneficiaries. These organizations also have joined with 
historically black colleges and universities to develop strategies for boosting immunization rates among 
African American beneficiaries. HCFA also is distributing a half-hour video documentary on the 1918 
flu epidemic that took a heavy toll on Baltimore's African American population. 

For more information about receiving a flu shot covered by Medicare, call toll-free 1-800-638-6833 or 
visit Medicare's Web site at http://www.medicare.gov. For more information about influenza disease and 
CDC's recommendations for influenza vaccination, call the CDC National Immunization Information 
Hotline at 1-800-232-2522 (English) or 1-800-232-0233 (Spanish), or visit CDC's Web site at 
http'.//www.cdc.gov/nip. For weekly updates on influenza cases during the season, visit 
http.7/www.cdc.gov/ncidod/diseases/flu/weeklv.htm. 

### 

Note: For other HHS Press Releases and Fact Sheets pertaining to the subject of this announcement, 
please visit our Press Release and Fact Sheet search engine at: http://www.os.dhhs.gov/news/press/. 
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U.S. D E P A R T M E N T O F H E A L T H AND HUMAN S E R V I C E S 

April 20, 1999 Contact: CDC Press Office 
(404) 639-3286 

NATIONAL INFANT IMMUNIZATION W E E K 

"The Clinton Administration has achieved remarkable success in raising childhood 
immunization rates, but too many children still are not fully immunized, putting them at risk for 
vaccine preventable diseases. We must redouble our efforts to make sure every child is fully 
immunized by age two - with a special emphasis on reaching minority children." —HHS Secretary 
Donna E. Shalala 

Overview: Childhood immunization was one of the earliest priorities of the Clinton 
Administration. Vaccination has been one of the 2(fh Century's most effective tools for 
preventing disease and death Today, the world is free of smallpox; polio has been eradicated 
from the Western Hemisphere and we are on the verge of eliminating polio from the world 
community; childhood vaccination levels in the United States are at an all-time high; and 
diseases and death from diphtheria, tetanus, measles, mumps, rubella and Haemophilus 
influenzae type b are at record lows. Before vaccines these diseases were common, causing 
hundreds of thousands of cases, and thousands of deaths per year in the United States. 
Fortunately, today most Americans no longer have first-hand knowledge of most of these 
diseases. Childhood immunization rates have reached all-time highs, with 90 percent or more of 
America's toddlers receiving the most critical doses for children by age 2. While childhood 
immunization are at a record high of 78 percent, about 900,000 children under age 2 still have 
not received all their immunizations. National Infant Immunization Week (April 18 - 24) is a 
critical part of the Clinton Administration's effort to ensure that all children get the shots they 
need, when they need them. 

National Infant Immunization Week 

In 1994, President Clinton declared the last week in April as "National Infant 
Immunization Week" to focus attention on the importance of proper immunization for infants and 
toddlers. Communities across the country use this week to increase awareness of and access to 
immunization services by expanding clinic hours; distributing information at supermarkets, movie 
theaters, and other public places; canvassing neighborhoods; holding immunization fairs, and 
creating new partnerships with businesses and community groups. In 1998 there were more than 
500 NIIW events held across the United States. 
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National Infant Immunization Week -1999 

Events are planned across the country in all 50 states to commemorate the 1999 National 
Infant Immunization Week (April 18-24). This year's theme is "Immunization: Our Work Has 
Just Begun." The health status of Hispanic children in the United States has become an important 
national issue as a result of the rapid growth of the Hispanic population and because over 50 
percent of Hispanic children live below the poverty line. Because the media is a primary source of 
immunization information for the Hispanic community, HHS Secretary Donna E. Shalala 
announced a new Spanish-language public awareness campaign at an event in Washington, D.C 
The 1999 Spanish-language PSAs are part of a nationwide effort to create and distribute 
educational materials that are culturally relevant and language appropriate to help raise Hispanic 
immunization rates to the national average. The Spanish-language theme, "Vacunelo A 
Tiempo...Todo el Tiempo" or "Vaccinate your children on time, every time," conveys the 
importance of immunizing children on time, every time, and encourages parents and caregivers to 
talk with their health care provider to make sure their child is up to date by the age of 2 years. 
The Spanish-language radio PSA is narrated by John Secada, a popular Spanish-speaking 
musician, 

The official kick-off event of the 1999 National Infant Immunization Week (NUW) was in 
Chicago Illinois on April Xf* at a rally involving the Centers for Disease Control and Prevention 
(CDC), State, and local officials and partners, and community groups. Following the rally, over 
3,000 volunteers went into some of Chicago area's most difficult to motivate neighborhoods and 
approximately 40,000 homes to remind parents and caregivers to have their children immunized 
on time. Chicago was chosen by CDC for the national kickoff because of strong partnerships 
between public and private organizations, ongoing efforts to raise immunization coverage rates, 
and is one of 11 cities designated as a "pocket of need" by CDC's National Immunization 
Program. 

Other Childhood Immunization Outreach EfTorts 

Over the past five years, CDC's National Immunization outreach program has worked to 
increase community participation, education and partnerships through the following activities, in 
addition to NIIW: 

By the year 2000, the President's Racial and Ethnic Health Disparities Initiative will work 
to achieve and maintain childhood immunization rates of 90 percent for aU population groups. We 
are already closing the gap in immunization rates among the poor and racial and ethnic groups. 
But we will not rest until the gap has been totally eliminated. 
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As pan of this effort, in FY 1999, CDC has $10 million for a community-based 
demonstration program in up to 30 communities, which will focus on eliminating racial and ethnic 
health disparities. The President has requested $35 million for this program in FY 2000, and the 
President's FY 2000 budget also includes $70 million for Community Health Centers to enhance 
services targeted to reducing health disparities. 

New partnerships have been formed throughout the country. McDonald's, Proctor and 
Gamble, K-Mart, and the Kiwanis and Rotary clubs are just a few of the organizations that have 
joined the outreach effort. 

A special partnership with Americorps (the Corporation for National Service) provides 
volunteers for a wide range of immunization outreach activities, including review of vaccination 
records in public health departments, placing calls to remind parents when shots are due, and 
traveling door-to-door to identify under-immunized children. 

Extended clinic hours during NIIW and throughout the year are enabling health 
departments and providers to reach under-immunized children. 

The national Dr. Seuss campaign, launched in October 1997, features a series of six 
immunization posters, three in Spanish each featuring a different Dr. Seuss character telling an 
immunization story in rhyme. The an for all six posters was donated by Mrs. Audrey Geisel, 
widow of Dr. Suess author, Theodore Geisel. The Centers for Disease Control and Prevention 
has distributed nearly 100,000 of the limited-edition posters to health care providers, medical 
clinics, community centers, and schools for display. 

Access to immunization information and immunization schedules are available on CDC's 
homepage at http://www.cdc.gov, A toll-free information service refers callers to local 
immunization providers and provides prerecorded information in both English and Spanish. The 
toll-free number in English is: 1-800-232-2522, and the number in Spanish is: 1-800-232-0233. 

During 1998, public service announcements in both English and Spanish were distributed 
to more than 1,800 television stations, 8,000 radio stations and 15,000 print publications. The 
Spanish-language PSAs were part of a nationwide effort to create and distribute educational 
materials to help raise Hispanic immunization rates to the national average and the 
English-language PSAs reminded parents and caregivers that potentially life-threatening diseases 
do exist today and children are at risk because nearly one in four is not properly immunized. 

The Childhood Immunization Initiative 

National Infant Immunization Week and other year-long outreach efforts are all part of the 
Clinton Administration's comprehensive Childhood Immunization Initiative (CII). The Initiative 



-4 

aims to increase childhood immunization rates now, and put in place a system to sustain high rates 
in the future. 

The national initiative addresses five areas: 

1. Improving the quality and quantity of immunization services 
2. Reducing vaccine costs for parents 
3.Increasing community participation, education and partnerships 
4.Improving systems for monitoring diseases and vaccinations 
5. Improving vaccines and vaccine use. 

The Clinton Administration has increased the resources devoted to immunization efforts. 
In all, funding for childhood immunization has more than doubled since FY 1993. The President's 
FY 2000 budget includes $704 million for vaccine purchase and $367 million for immunization 
program activities. 

Today, the number of preschool children properly immunized in the United States is at an 
all-time high. President Clinton announced in July 1997 that the nation had exceeded its childhood 
vaccination goals for 1996, with 90 percent or more of America's toddlers receiving the most 
critical doses of vaccines. 

Childhood vaccines.prevent 11 infectious diseases: polio, measles, diphtheria, mumps, 
pertussis (whooping cough), rubella (German measles), tetanus, Haemophilus influenzae type b (a 
cause of spinal meningitis), varicella (chicken pox), rotavirus, and hepatitis-B. 

Each day 11,000 babies are bom. To be fully protected, each of these children need to 
receive 15 - 19 doses of vaccine by the age of two. 

Children are required in many states to be immunized in order to enter school, and 95 
percent or more of American children are adequately vaccinated by kindergarten. Yet hundreds of 
thousands of pre-school children are not adequately protected against all possibly fatal illnesses. 

With increasing numbers of children more readily exposed to infectious disease in day-care 
settings and elsewhere, complete immunization by age 2 is critical 

Failure to immunize can lead to new outbreaks of disease. In 1989-91, a measles epidemic 
resulted in more than 55,000 reported cases, 11,000 hospitalizations, and more than 120 deaths. 
Over half of the deaths were children under 5 years of age. 

### 
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FEINSTEIN AMENDMENT NO. 737 (Senate - June 24,1999) 

I Page: S7 609] Link to GPO's PDF version for t h i s page. 

Mrs. FEINSTEIN proposed an amendment to the bill, S. 1233, supra; as follows: 
At tlie appropriate plao;, insert the following: 

SEC. XX. PROMOTIKG GOOD MEDICAL PRACTICE. 
(a) In General: Subpart B of part 7 of subtitle B of title I of the Employee Retirement Income Security 
Act of 1974 (29 U.S.C. 1185 et seq.) is amended by adding at the end the following: 

SEC. 714. PROMOTING GOOD MEDICAL PRACTICE. 
(a) Prohibiting Arbitrary Limitations or Conditions; for the Provision of Services: 

"(1) In general: A group health plan, or a health insurance issuer in connection with health insurance 
coverage, may not arbitrarily interfere with or alter the decision of the treating physician regarding the 
manner or setting in which particular services are delivered i f the services are medically necessary or 
appropriate for treatment or diagnosis to the extent that such treatment or diagnosis is otherwise a 
covered benefit. 

'(2) Construction: Paragraph (1) shall not be construed as prohibiting a plan or issuer from limiting the 
delivery of services to one or more health care providers within a network of such providers. 

X3) Manner or setting defined: In paragraph (1), the term 'manner or setting' means the location of 
treatment, such as whether treatment is provided on an inpatient or outpatient basis, and the duration of 
treatment, such as the number of days in a hospital. Such term does not include the coverage of a 
particular service or treatment. 
'(b) No Change in Coverage: Subsection (a) shall not be construed as requiring coverage of particular 
services the coverage o:: which is otherwise not covered under the terms of the plan or coverage or from 
conducting utilization r iview activities consistent with this subsection. 
'(c) Medical Necessity or Appropriateness Defined: In subsection (a), the term 'medically necessary 
or appropriate' means, with respect to a service or benefit, a service or benefit which is consistent with 
generally accepted principles of professional medical practice. 
'(d) Plan Satisfaction nf Certain Requirements: Pursuant to rules of the Secretary, i f a health 
insurance issuer offers health insurance coverage in connection with a group health plan and takes an 
action in violation of ar .y provision of this subchapter, the group health plan shall not be liable for such 
vi olation unless the plan caused such violation. 
'(e) Applicability: The provisions of this section shall apply to group health plans and health insurance 
issuers as i f included in --

'(1) subpart 2 of part A of title XXVII of the Public Health Service Act; 

'(2) tlie first subpart 3 cf part B of title XXVII of the Public Health Service Act (relating to other 
requirements); and 

'(3) subchapter B of chapter 100 of the Internal Revenue Code of 1986. 

1 of 2 6/30/99 7:54 PM 
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\f) No Impact on Social Security Trust Fund: 

XI) In general: Nothing in this section shall be construed to alter or amend the Social Security Act (or 
any regulation promul 2;ated under that Act). 

(2) Transfers: 

'(A) Estimate of secretary: The Secretary of the Treasury shall annually estimate the impact that the 
enactment of this section has on the income and balances of the trust funds established under section 201 
of the Social Security Act (42 U.S.C. 401). 

'(B) Transfer of funds: If, under subparagraph (A), the Secretary of the Treasury estimates that the 
enactment of this section has a negative impact on the income and balances of the trust funds established 
under section 201 of tin; Social Security Act (42 U.S.C. 401), the Secretary shall transfer, not less 
frequently than quarteily, from the general revenues of the Federal Government an amount sufficient so 
as to ensure that the income and balances of such trust funds are not reduced as a result of the enactment 
of such section. 
"(g) Limitation on actions: 
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Senate 

Senator Dianne Feinstein 

EMPOWERING DOCTORS TO MAKE MEDICAL DECISIONS 

Mrs. FEINSTEIN. Mr. President, I 
am on the noor because I anticipated 
that at 2 o'clock we would be I'dtununj? 
to the aBTiculture apDropria-tiois; bi l l . I 
indicated this morning that I would be 
proposing an amendment to that bi l l 
that has to do with giving t i e physi­
cian the ri£hL to provide inedically 
necessary services in a settiig which 
that physician believes is best; for the 
patient. I now see that, this has been 
postponed an hour, so I would like to 
ispeak to the amendment now and then 
introduce i t at 3 o'clock. I hapc there 
wil l be no objection to that. 

Let me beein by saying, orce again, 
what this amendment doe;; Essen­
tially, the amendment say;; that a 
group health plan or a health Insurance 
issuer. In connection with health insur­
ance coverage, may not arbitrarily 
Interfere with or alter the djcision of 
the treating physician reca'linE the 
manner or the setting in which par­
ticular services ax» dellvcrid if the 
services are medically necessiry or ap­
propriate for treatment or dUjrnosis, to 
the extent that such treatment or dlaff-
nosis is otherwise a covered b;nefit. 

I read that specific lanffua{ (3 because 
iL is important to understanj that be­
cause most people buyinp a t.ealth in­
surance plan believe that thsir doctor 
is, in fact, goine to be presenbing the 
treatment that is best for .hem. not 
the treatment that is the least cost ef­
fective, not the treatment that might 
run a riKk to the patient hi.i; be good 
for somebody else, but the treatment 
or the procedure, in an appropriate sct-
tinfj , that is right for that patient. 
What is right for a patient who is 18 
years old may not he risht for a pa­
tient who is years old. ami so on. I 
will read from the lefjislatior. the defi­
nition of •'medical necsssit/" or "ap­
propriateness": 

The term "medical necessity' or "appio-
prifttc" means, "with respect to ii service or 
a Denerlt. a service or bmicrit *tiich is I;OIV 
sistunt with generally accepted jrinclples of 
professional medical practicis." 

That is something that CM ryonL- ex­
pects, that everyone is aeeustomcd to 
in this Nation, and 1 believe that is the 
way medicine should, in fact., be prac-
Mnnd. T am vRrv uluascd tn sav the lan-

larger Patients' Bi l l of Rights (S. 6) is 
supported by some 200 orsanizatlons all 
across the United States, including the 
American Academy of Emerercncy Med­
icine; the American Academy of Neu­
rology; American Academy of Pediat­
rics: American Association of Univer­
sity Women: American Cancer Society: 
American College of Physicians: Amer­
ican Heart Association: American Lung 
Association, and the American Medical 
Association, which is the largest asso­
ciation of practicing physicians in the 
country. „ 

Then there is the American Psycho­
logical Association; the American Pub­
lic Health Association; the American 
Society of Clinical oncology; virtually 
every breast cancer organization: the 
Consumer Federation of America; the 
Epilepsy Foundation; the Leukemia 
Society: the National Alliance of 
Breast cancer Ortfanizations; the Na­
tional Association of Children's Hos­
pitals; the National Association of Peo­
ple with AIDS; the National Council of 
Senior Citizens; the National Black 
Women's Health Project: the National 
Breast Cancer Coalition: the Older 
Women's Lcajrue; the Paralyzed Vet­
erans of America—on and on and on. 

This is a widely accepted amendment 
that virtually has the support of every 
professional and patient organization 
that deals with health care anywhere 
In the United States. 

Let mo read a statement from the 
American College of Surgeons, cer­
tainly .the most prestigious body for 
surgeons, and one to which my hus­
band,.Bert Feinstein, belonged: 

Wc believe very «tronely that any heftlth 
cure system Or plan thut removes the Bur­
geon afld patient from the medical decision-
making process only undemuocs the quality 
of that patient's oiro unS his or her health 
and well-behig. j . , 

Similarly, the American Medical Associa­
tion has said. "Medical decisions should be 
made by piitients-and their physicians, rath­
er than by Insurers or leRislators." 

I have worked on this now for 3 
yeare. Tn the last Congress. I intro­
duced legislation to allow doctors to 
decide when to discharge a woman 
from the hospital after a mastectomy. 
I did this with Senator D'Amato in the 

in thic Congress. And I introduced a 
bil l that would allow doctors to decid« 
when to discharge a person from the 
hospital after any procedure or treat­
ment, with Senators D'Amato and 
SNOwi:. 

Why do we need these bills? Senator 
MIKULSKI from Maryland this morning 
made a very impassioned case about 
mastectomies. And wc learned in 1997 
that women were being pushed out of 
the hospital on the same day after a 
mastectomy. 

I was amazed to hear from a woman 
named Nancy Couchot of Newark. CA, 
who wrote me in 1.997 that she had a 
modified radical mastectomy at 11:30 
in the morning and was released from 
the hospital by 4:30 that afternoon. She 
could not walk to the bathroom with­
out help. She said in her letter: 

Any woman. umJer- these circumstances, 
should bo able to opt for overniKht stay to 
receive professional help and stroop pain re­
lief. 

Victoria Bcrck of Los Angeles wrote 
that she went in at 7:30 a.m. and was 
released at 2:30 p.m. with drains at-
tachfd to her body. She said, "No civ­
ilized country in the world has a mas­
tectomy as an outpatient procedure." 

I t was a very large health care net­
work in California that was doing these 
"drive-through" mastectomies on the 
same day. 

I believe "di'ive-throuerh ' 
mastectomies have been largely 
stopped, but patients had to rise up, 
and patients had to say you can't do 
this to me. You can't push mc out a 
few hours after an anesthetic with 
drains in my body, having had a radical 
mastectomy and not being able to take 
care of myself. 

What if the woman is 75 instead or 25? 
It makes no sense. 

We also learned that insurance plans 
were insisting one-night hospital stays 
if you had a child. 

We learned that babies—infants-
were going home with jaundice, and 
they had to come back to the hospital 
for treatment once, twice, or three 
times. There was a lot of "tsk-tsking." 
What a terrible procedure. How could 
they do this? Now i t has changed be 
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cause Congress acted, requiriii.j a min­
imum of two days for chlldbi -ch, for a 
normal delivery. What i f yoL need 5 
days for care, or 6 days for car;? 

The point is that i t should 1)3 a deci­
sion made by the physician, [ t should 
not be countermanded by somijone un­
qualified tp make that decislo i , 

A California neurologist told us 
about a 7-year-old girl with an car in­
fection who went to the doctor with a 
high fever which developed Iirco pneu­
monia, and she was. hospital i:ed. The 
HMO insisted that she be suit home 
after 2 days. She ended up ret irnlng to 
the hospital three times, sicker each 
time to the point where she dovcloped 
meningitis. The doctor said t i n t i f she 
had stayed In the hospital for S to 7 
days the first time that she etiHd have 
been given antibiotics, been monitored, 
and would not have gotten mooingitis. 

What la the problem? 
Let me readthc dennition cf medical 

necessity in an insurance con ;.fact pro­
vided to me by the Americaji Medical 
Association. This is from tins Aetna/ 
U.S. Healthcare standard T'::icas con­
tract. I quote: "Health cart services 
that are appropriate and tonsistent 
with the diagnosis in accordiince with 
accepted medical standards E nd which 
are likely to result in dcrr onstrable 
medical benefit." and here is .He point, 
"and which are the least costly of al­
ternative supplies or levels oi service." 

I t is not "and/or." I t is "and which 
arc the least costly." 

So if you belong to that plan and 
there is a drug that Is the least costly, 
perhaps not as effective or perhaps not 
good for you with your present condi­
tion, or because of your age, that is the 
drug you are forced to take because the 
insurance plan says so, desni.tc what 
the doctor says. I f there is a c iagnostic 
process that may be less effective than 
an MRI, that MRI is very oft<:ii prohib­
ited for you. 

What is happening out then V What is 
the problem? 

The problem is that doctor! are Find­
ing insurance plans overrldlnf their de­
cisions, dictating their decisions, sec­
ond-guessing their decisions about 
what is medically necessary. 

We aim in this amendmcrt. to give 
that basic right of medical practice 
back to the physician. 

In fact, today doctors all across this 
Nation will tell you that thsy spend 
hours hassling with insurance company 
accountants and adjusters >5 justify 
medical necessity decisidns —why a 
person needs another day in f. hospital, 
why a person .needs an MRI, why a pa­
tient needs a blood test, why a patient 
should get this drug instead of that 
drug. 

Seventy percent of doctci'S across 
this great Nation say they lire forced 
to exaggerate a patient's synptoms to 
make sure HMOs don't discharge pa­
tients from hospitals prematiirely. 

Is this the kind of medical care that 
we want to sec HMOs press L:S toward 
where a doctor has to lie, fahricate. or 
exaggerate the condition of tne patient 
to be sure that patient gets what is 
medically appropriate for that par­
ticular patient? I truly think not. 

Every patient is different. ISviiry pa­
tient bring!; to a situation lis or her 
own unique history and bioOgy. Doc­
tors should be able to use their best 
professional judgment in i ach indi 
vldual case bawd upon the needs or 

Pneumonia In a 30-ycar-old patient is 
different from pneumonia in a 70-year-
old -patient. Doctors know the dif­
ference, and most of us do, too. 

A Maryland nurse said: I spend my 
days watching the care in my unit be 
directed by faceless people from insur­
ance companies on the other end of the 
phone. My hospital employs a full-time 
nurse whose entire job is to talk to in­
surance reviewers. 

I myself in 1989 had to have a 
hysterectomy. I was extraordinarily 
anemic. As I was in the hospital for a 
blood transfusion, the phone rang. I 
picked up the phone. I t was my insur­
ance company. What they said to me 
is: Why are you st i l l in the hospital? 
You are supposed to be out of there by 
now. 

My only response was: I am here be­
cause I am currently having a blood 
transfusion. 

A patient shouldn't have to go 
through this. I t happened to me. You 
can he sure i t is happening all across 
this country. 

Doctor Robert Weinman told the San 
Jose Mercury News that a doctor pre­
scribed a brain wave test for a con­
vulsing epileptic child. The HMO 
board—consisting of one accountant, 
the chief financial officer, and one doc< 
tor—refused • coverage, depriving the 
doctor of the necessary diagnostic in­
formation. 

On June 14. just a couple of weeks 
ago. a California nurse practitioner 
told my staff that insurance plans will 
allow people with ulcers to take 
Prilosec for only 4 to 6 weeks, even 
though the gastroenterologists say 
that i t is needed for a longer period. 
Plans say patients can take Tagamet, 
which is cheaper but not as effective 
for this particular condition. 

This is what this amendment seeks 
to avoid. 

The doctor should be able to pre­
scribe based on medical necessity what 
is appropriate to each patient—a hall­
mark of good medical care. 

A California doctor told us about a 
patient who needed a total hip replace­
ment because her hip had . failed. The 
doctor said that patient should remain 
in the hospital for 7 days. The plan 
would only authorize 5 days. 

Let me quote once again from a Los 
Angeles physician. 

Many doctors are demoralized. They feel 
like tney have taken a beatinir In recent 
years. . .pnysicians train years to leajrn how 
to practice medicine. They work lon*r houns 
practicing tholr field. Under this health care 
system, that training ajid hard work ortcn 
seem Irrelevant. A bureaucrat dictates how 
doctors are allowed to treat parties. . . WUcn 
I toll someone he is fit to leave the hospital 
after an operation. 1 am often given an ac-
cusinf sure. Sometimes my patientx even 
say: "is that what you really think or are 
you cavtnK in to HMO pressure to cut corners 
on circ?" 

Medicine shouldn't have to be prac­
ticed this way in the United States of 
America. 

Over 80 percent of the people of my 
State are in some form of managed 
care. California has been a laboratory 
for managed care. Californians arc 
speaking out on the issue. Over one 
half of Californians say that major 
Changes are needed in our health Care 
system. Californiajis say they have to 
wait for care longer, they are rushed 
through appointments, they have to 
navigate impersonal systems when 

A survey of 900 doctors in California 
found that 7 put of io were dissatisfied 
with managed care organizations in­
surance companies have invaded the 
examining room, the emergency room 
and the hospital room. The "care" is 
rapidly going out of health care. Get­
ting good health care should not be a 
battle. 

I think everyone in this body under­
stands HMOs can be effective good 
they can reduce costs in a medically 
acceptable way. And that is the k e y -
in a medically acceptable way, without 
adversely impacting the patient. The 
way to do this is not to countermand 
the physician, not to tell the physician 
what drug he or she can or cannot give 
a patient based on the cost, not to tell 
a physician he has to conduct a radical 
mastectomy at 7:30 In the morning, re­
moving sometimes both of a woman's 
breasts and lymph nodes, and push her 
out on the street with drains in her 
chest and pain coursing through her 
body. That isn't good health care for 
anyone. 

This is a simple amendment It is 
supported by virtually over 200 health 
organizations. 

Some might say why not wait until 
we work out an agreement so a Pa­
tients' Bill of Rights—whether i t be 
Democrat or Republican—can come to 
the floor. I have waited for 3 years for 
an opportunity to move this kind of 
legislation. We cannot wait any longer 
Senator D'AMATO and I . 3 years ago 
held a press conference urging this 
kind of legislation. Senator SNOWE and 
I . in this Congress, have introduced 
similar legislation. 

The beauty of this amendment, that 
I want to bring before the Senate for a. 
vote, is that i t states very simply that 
health insurance coverage may not ar­
bitrarily interfere or alter the decision 
of the treating physician regarding the 
manner or setting—hospital, emer­
gency room, outpatient clinic, what­
ever i t is—in which particular services 
are delivered, i f the services are medi­
cally necessary or appropriate for 
treatment or diagnosis. 

Every single patient in managed care 
anywhere in the United Status of 
America win be better off the sooner 
this amendment becomes law. 

1 believe to wait is wrong. I believe to 
wait will cost lives. I believe to wait 
will increase morbidity. I believe to 
wait is unfair to the physicians who 
are trained, able, and ready to carry 
out their profession. 

I am hopeful I will have an oppor­
tunity, in 25 minutes when the agricul­
tural appropriations bill is on the floor, 
to offer this amendment which is 
broadly and widely supported all across 
the United States. Once and for all, the 
physician and the patient wil l together 
make the medical decisions—not a 
green eyeshade somewhere in a remote 
HMO office. 

I yield the floor. 



07/07/99 WED 13'. 19 FAX 

Mrs. FEINSTEIN. I thank the Clialr. 
and I thank the Senator from Nevada. 

Mr. President, when we retn ?a to the 
bm, i t wi l l he my intention tc offer an 
amendment to the agricultiuti appro­
priations bi l l . I think that my amend­
ment will deal with one of (he most 
fundamental concerns in health care 
today: that is, the restoration, to the 
physician of the basiq right of patient 
care, patient treatment, and i<> be the 
determlnator of patient care and the 
length of hospital stay. 

I think one of the things we have 
seen emerge in health care th/oughout 
the United States in the past 2 to 3 
yeans is the development of the so-
called green eyeshade of an HMO deter­
mining what is appropriate patient 
care, regardless of the physic i l condi­
tion of an individual patient. 

The amendment I wi l l offcu- essen­
tially says that a group health plan or 
a health insurance issuer, in connec­
tion with health insurance ( overage, 
may not arbitrarily interfere with or 
alter the decision of the treating physi­
cian regarding the manner or setting in 
which particular services are delivered, 
if the services are medically t. ccessary 
or appropriate for treatment or diag­
nosis to the extent that such treat­
ment or diagnosis is othcrwi;e a cov­
ered benefit. In other words, i f you 
have coverage for a treatment in your 
plan, the physician determines that 
treatment based on you. based on your 
needs, based on your illness—r ot based 
on the calculation of a green >;yesha.de 
in a health insurance plan. 

My father was a surgeon. He was 
chief of surgery at the University of 
California. My husband. Be;-'; Fein­
stein. was a neurosurgeon. I grew up 
and lived a good deal of my life in a 
medical family. In all of that i.ime, the 
doctors determined the approp riateness 
of care, the doctors dcterm. ited the 
length of hospitalization, the doctors 
determined whether a particular treat­
ment was suitable for an ind.vidual— 
not an arbitrary HMO, not physicians 
out of context of an individu:L.l physi­
cian and patient. 

Every person sitting in this gallery 
today is different, one from tin; other. 
They are different in how they react to 
drugs. They are different in how they 
react to radiation— 

The PRESIDING OFFICER, ^fie time 
allotted to the distinguished Senator 
from California has expired. 

Mrs. FEINSTEIN. I f 1 may fir.ish my 
sentence. 

Mr. N I C K I J E S . I f I might ju;i': inter­
rupt. I apologize. I was not on Uie door 
earlier. 

EXTENSION OF MORNnm 
BUSINESS 

Mr. NICKLES. I unanimous con­
sent that each side have 20 miiutes of 
additional time for morning bu« iness. 

The PRESIDING OFFICER. Ir, there 
au objection? 

Mr. REID addressed the Chair 
The PRESIDING OFFICF.R. Tbij time 

has expired in regard to the Senator 
from California. 

Hearing none, without objecti-n, i t is 
so ordered. 

Mr. REID. Mr. President. I ask 
through the Chair to the Senator from 
California, how much addition.U time 

Mrs, FEINSTEIN. I f I could have an­
other 7 to 10 minutes at this time. I 
would appreciate i t very much. 

Mr. REID. How about 7 minutes? 
Mrs. FEINSTEIN. 1 wil l do my best 

with 7 minutes. 
Mr. REID. Okay. 
The PRESIDING OFFICER. The dis­

tinguished Senator is recognized for 7 
minutes. 

Mrs. FEINSTEIN. I thank the Chair. 
I thank the Senator from Nevada. 

At an appropriate time, I will submit 
that amendment. 

Ijet me tell you some of the things 
we arc increasingly told: That is, that 
doctors have to spend hours hassling 
with Insurance company accountants 
and adjusters to justify medical neces­
sity decisions—why a person needs an­
other day in a hospital, why a patient 
needs an MRI. why a patient needs a 
blood test, why a patient should get a 
particular drug, this drug rather than 
that drug. Doctors increasingly say 
they have to exaggerate or lie so their 
patients can get proper medical care. 

In USA Today, an article was run 
saying that 70 percent of doctors inter­
viewed said they exaggerate patients' 
symptoms to make sure HMOs do not 
discharge patients from hospitals pre­
maturely. Seventy percent of doctors 
indicate that they do not toll the truth 
about a patient's condition so they can 
be assured that that patient gets ade­
quate hospital care. 

Now. is this what we want? I don't 
think i t is. I think the doctor's deci­
sion, based on an individual's condi­
tion, should be the overriding decision 
that determines medical necessity. The 
amendment I wil l introduce will ensure 
that that happens. 

In the HHS inspector general's report 
of June 1998, the following finding was 
made: Most doctors think working in a 
Medicare HMO restricts their clinical 
independence and that HMOs' cost con­
cerns influence their treatment deci­
sions. Mr. President, every patient is 
different and brings to a situation his 
or her own unique history and biology. 
Only a physician who is trained to 
evaluate the unique needs and prob­
lems of a patient can properly diagnose 
and treat an individual. 

A Los Angeles doctor by the name of 
Lloyd Krieger said: 

Many doctors are demoralized. They feel 
lite tney have taken a beating tn recent 
yenrs. Physicians train years to learn how to 
practice medicine. They work ions hours 
pnicticlne their field. Under thw health care 
syscem. that trainlnc and hard work orteri 
seems irrelevant. A tiureaucrat decides how 
doctors ar* allowed to treat patients. 

Dr. Krieger says: 
When I tell someone he is ru to leave the 

hospital after an operation. I am Often given 
an accusinc stare. Sometimes my patient 
asks: Is that what you really think or arc 
you cavinc In to HMO pressure to cui corners 
on care? 

Here's another example: A California 
pediatrician treated a baby with infant 
botulism, a toxin that spread from the 
intestine to the nervous system so the 
child really couldn't breathe well. The 
doctor prescribed a 10- to 14-day hos. 
pita] stay. That doctor thought that, 
length of stay was medically necessary 
for that particular baby. The insurance 
plan cut i t short, saying the rnaJtimum 
that baby could remain in the hospital 

The amendment I will introduce at 
the appropriate time, and that 1 so 
hope this body wil l agree to. will en­
sure that medically appropriate and 
necessary treatment is prescribed by 
the physician and not contradicted by 
a green eyeshade. 

I very much hope this body will ac­
cept i t . I have introduced this kind of 
amendment now with Senator D'AMATO 
as a cosponsor and with Senator OLYM-
E-IA SNOWE aa a cosponsor. Perhaps the 
time has come to have the opportunity 
to pass this amendment and to get it 
done once and for all . 

I thank the Chair, I thank the Sen­
ator from Nevada, and I thank the Sen­
ator from Massachusetts as well, 

I yield the floor, 
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July 9, 1999 
(Senate) 

S. 1344 - Patients: Bill of Rights Act of 1999 
(Sens. Lott (R) MS and Nickles (R) OK) 

The President strongly supports enactment of S. 1344, which is identical to S. 6, the original 
Senate Democratic Patients' Bill of Rights. This bill is a strong and enforceable patients' bill of 
rights. It includes important patient protections, such as the right to emergency care wherever 
and whenever a medical emergency arises; the right to talk freely with doctors and nurses about 
all the medical options available, not only the cheapest; and the right to an internal and external 
appeals process that allows patients to address their concerns and grievances. The President is 
particularly pleased that this legislation includes every patient protection recommended by the 
Advisory Commission on Consumer Protection and Quality in the Health Care Industry. 

Since November 1997, the President has been calling on the Congress to pass a strong, 
enforceable, and bipartisan patients' bill of rights. S. 1344 represents the first test of whether this 
Congress is serious about providing Americans with a strong, enforceable, bipartisan patients' 
bill of rights to ensure high quality health care. The President is committed to working with the 
Congress to pass a strong, enforceable, bipartisan patients' bill of rights this year. 

The Republican Leadership may seek to amend S. 1344 by substituting the provisions of S. 326, 
as reported by the Senate Committee on Health, Education, Labor, and Pensions. Unfortunately, 
S. 326 is seriously flawed. It covers too few people, it provides insufficient patient protections, 
and it contains unnecessary and irrelevant provisions that undermine the chances for a bipartisan 
agreement on a patients' bill of rights. As such, the Administration strongly opposes S. 326, as 
currently drafted. If the text of S. 326 as reported were presented to the President, his senior 
advisers would recommend that he veto the bill. 

S. 326 contains numerous shortcomings. First, most of S. 326 applies to only a narrow segment 
of health plans, leaving more than 100 million Americans without these patient protections. The 
President has repeatedly stated that every enrollee should have access to the protections in the 
patients' bill of rights. 

Second, S. 326 does not include many critical provisions that are necessary to ensure high quality 
care. The following protections are either absent from this legislation or are insufficient: 

External appeals. The weaknesses of the external appeals process are numerous and 
significant. For example, S. 326 would: (1) allow plans to limit what issues are 



appealable; (2) allow plans to select the review entity; (3) not expressly require that 
external review be de novo; (4) not provide access to external review for claims involving 
violations of the bill's consumer protection provisions; (5) allow external review entities 
to use the plan's definition of medical necessity, making it extremely difficult for an 
enrollee to prevail on appeal; and (6) not hold health plans accountable for patients that 
are harmed by an unreasonable delay or denial of benefits or services. 

Emergency room services. The emergency room services provision is insufficient, as it 
does not: (1) prohibit plans from limiting access to an emergency room that is outside the 
plan's network; (2) prohibit plans from imposing higher cost-sharing requirements on 
patients who obtain emergency care without prior authorization; and (3) address coverage 
of post-stabilization care, which puts patients at risk for huge costs when a plan fails to 
timely respond to a request for post-emergency services. 

Access to specialists. S. 326 does not require plans to allow a woman to designate her 
ob/gyn as her primary care physician. In addition, it does not ensure individuals with 
chronic or serious conditions access to specialists as primary care physicians. Moreover, 
it does not 
require that a plan cover a specialist that is not in its network of providers, even if the 
network does not have sufficient providers available to treat the condition. As such, 
patients would not be ensured access to needed specialists to treat, for example, cancer or 
heart conditions. 

Continuity of care protections. The bill's continuity of care protections would apply only 
to individuals in institutions, women in their second trimester of pregnancy, and the 
terminally ill — not to persons with chronic or ongoing illnesses who are in the middle of 
a course of treatment when their provider is dropped from the plan's network. For 
example, S. 326 would not protect a person in the middle of a course of chemotherapy or 
radiation. 

Third, we understand that the Republican Leadership's planned substitute for S. 1344 will 
contain provisions that have nothing to do with patients' rights and only serve to reduce the 
likelihood that an acceptable agreement can be reached on this important issue. For example, the 
bill would expand medical savings accounts (MSAs). Expanding MSAs before studying the 
current demonstration project enacted in the Health Insurance Portability and Accountability Act 
of 1996 is premature. Under the Manager's Amendment, the MSA tax break will likely accrue 
only to the healthiest and wealthiest individuals and attract them out of the general health 
insurance market, potentially raising premiums for all other people. 

For these reasons, the President agrees with provider organizations, such as the American 
Medical Association and the American Nurses Association, and virtually every major consumer 
organization that S. 326 is insufficient and does not provide patients with the protections they 
need and deserve. While the Administration has serious concerns with S. 326, the President 
remains committed to passing a strong, enforceable, and bipartisan patients' bill of rights this 
year. His hope is that Republicans and Democrats can work across party lines to put progress 



ahead of partisanship and pass legislation that gives Americans the health care protections they 
need. 

Pay-As-You-Go Scoring 

Both S. 1344 and S. 326 would affect both direct spending and receipts; therefore, both bills are 
subject to the pay-as-you-go requirement of the Omnibus Budget Reconciliation Act of 1990. 
OMB's preliminary scoring estimates of these bills are under development. 

* * * * * * * * * * 



JUL 11.1999 ll:33m COMMITTEE ON LABOR . -

^ L L ^ a. 
DRAFT - NOT TOR RELEASE ^ l ^ f ^ C € « 

M y t , 1999 
(Senate) 

S. 326 - Patients' Bill of Rights Act 
(Sen. Jeffords (R) VT and 10 cosponsors) 

Since November 1997, the Preadent has been calling on the Congress to pass a strong, 
enforceable, and bipartisan patients' bill of rights. S. 326 represents the first test bf whether this 
Congress i:> serious about providing Americans with a strong, enforceable, bipartisan patients' bill 
of rights to ensure high quality health care, S. 326 clearly demonstrates that there is broad-based 
consensus on the need for Federal legislation to ensure that Americans have patient protections. 
The President is committed to working with the Congress to pass a strong, enfordeabie, bipartisan 
patients' bill of rights this year. 

Unfortunately, S. 326 is seriously flawed. It covers too few people, it provides insufficient patient 
protections, and it contains unnecessary and irrelevant provisions that undermine the chances for a 
bipartisan agreement on a patients' bill of rights. As such, the Administration strongly opposes 
S. 326, as currently drafted. If the bill were presented to the Presideot. his senior idvisers would 
recommend that he veto it. 

S. 326 coniains numerous shortcomings.: First, most of S. 326 does not apply to tbe fully insured 
group market or the individual insurance market, leaving more than, 100 million Americans 
without these patient protections. The President has repeatedly stated that every h:alth plan 
should have to provide its enrollees jivith a patients' bill of rights. 

Second ĵlie bill does not include many critical provisions that are necessary to ensure high quality 

f ^ ^ l ExtemaTappeals. The weaknesses of the extemal appeals process are numerous and 
significant. For example, S. 326 Would: (1) allow plans to decide what issues are 
app<ralable; (2) allow plans to select the review entity; (3) not require that external review 
be de novo; (4) prohibit enrollees from appealing decisions regarding violations of the 
bilt'd consumer profmiori prmriaions; and (5) require extemal review entities to use the 
plan's definitionpf medical necessity} makiog it extremely difficult for an eru'ollee to * 
prevail on appeal* <^_9 f ^ S ^ U ^ j - U^ltjkhd^ 

Emefgency room services. The emergency room services provision is insufi dent, as it 1 1 $ r. 
does not prohibit plans from limiting access to an emergency room that is outside the A < h 
plan's network. In addition, S 326: (I) would allow plans to impose highel cost-sharing ' ^ c < < ^ > 

requirements on patients who obtain emergency care without prior authorizajtion, and (2) ^ 5 f t ^ X 
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dotss not address coverage of post-stabilization care, which puts patients at risk for huge 
costs when a plan fails to timely respond to a request for post-emergency services 

Access to specialists. S. 326 does not require plans to allow women to designate their 
ob/gyn as their primary care physician. In addition, it does not ensure individuals with 
chronic or serious conditions access to 

specialists. Moreover, 
H does not require 
that a plan cover a 

specialist that is not in its network of care providers, even if the network does not have 
suflicient providers available to treat the conditioa As such, patients would not be 
ensured access to needed specialists to treat, for example, cancer or heart conditions. 

Continuity of care protections. The bill's continuity of care protections would apply only 
to individuals in institutions, women in their second trimester of pregnancy, and the 
terminally ill ~ not to persons with chronic or ongoing illnesses who are in the middle of a 
course of treatment when their provider is dropped from the plan's network. For 
example, S. 326 would not protect a person in the middle of a course of chemotherapy or 
radiation. Moreover, the bill provides for continuity of care only when a provider is 
dropped from the plan's networic, but not when the employer changes plans. 

Third, we understand that the Manager's Amendment to S. 326 will contain provisions that have 
nothing to do with patients' rights and only serve to reduce the likelihood that an acceptable 
agreement can be reached on this important issue. For example, the bill would expand medical 
savings accounts CMS As\. Expanding MSAs before studying the current demonstration project 
enacted in the Health Insurance Portability and Accountability Act of 1996 is premature. Under 
the Manager's Amendment, the MSA tax break will likely accrue only to the healthiest and 
wealthiest individuals and attract them out of the general health insurance market, potentially 
raising premiums for all other peoj .̂ 

For these reasons, the President agrees with provider organizations, such as the American 
Medical Association and the American Nurses Association, and virtually every major consumer 
organization that S. 326 is insufficient and does not provide patients with the protections they 
need and deserve. While the Administration has serious concerns with S. 326, the President 
remains committed to passing a strong, enforceable, and bipartisan patients' bill of rights this year. 
His hope is [hut Jiipiililhiiinn nnri TVrnnnrtrtiripan ivnrlr across party lines to put progress ahead of 
partisanship and loass legislation that gives Americans the heallh care protections they need. 

Pay-As-Ypu-QQ Scormg-> ^ ^ j , I r ^ / ^ J W ^ K A*. Se-~4*. 4« ^ 

S. 326 would affect both direct spending and receipts; therefore, it is subject to the pay-as-you-go 
requirement of the Omnibus Budget Reconciliation Act of 1990. OMB's preliminary scoring 
estimate of 'lie bill is under development. 
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Managed Care Proponents Spend $60M 

By JONATHAN D. SALANT Associated Press Writer 

WASHINGTON (AP) - Insurance companies and their allies in the fight 
against new regulations for managed health care spent an average $ 112,000 
per lawmaker to lobby Congress in the first half of this year. 

The $60 million lobbying ouday was four times the $14 million-plus spent by 
medical organizations, trial lawyers, unions and consumer groups to press for 
passage of the so-called Patients Bill of Rights, disclosure reports filed with 
the secretary of the Senate show. 

Not all of the money went for lobbying on managed care, because many 
groups opposed to the changes also talked to membeis of Congress about 
other issues, Lobbying reports do not break down spending by issue. 

The $60 milhon lobbying tab is enough to pay salaries of everyone in the U.S. 
transportation secretary's office or finance for almost two months the 
childhood imnumizfltion program of the Center for Disease Control and 
Prevention. It's 50 percent higher than the $40 million that tobacco interests 
spent between January and June to kill legislation to raise cigarette taxes to 
curb teen-age smoking. 

The figure does not include $11 million spent on advertisuig against the 
managed care legislation, nor millions of dollars in campaign contributions that 
opponents of new regulation made in the just-concluded congressional 
campaigns. 

"It certainly does show thai the indusuy spared little effort to try to defeat 
patients' rights that are so popular all across the country," said Ron Pollack, 
executive director of Families USA, a health-care advocacy group. 

Dan Danner, chairman of the anti-regulation Health Benefits Coalition, said the 
money was well spent 

"We didn't have legislation pass in the last Congress, and that was our 
objective," said Danner, also vice president of federal relations for the National 
Federation of Independent Business, the small-business lobbying group. 

The proposed regulations, which would govern health plans known as 
managed care or health maimenance organizations, are supposed to give 
patients more power to challenge decisions about their care. 

Opponents said the restrictions would push the cost of health insurance plans 
so high that small businesses could no longer afford to insure their workers. 

They rolled out big guns to argue against the legislation, including Haley 
Barbour, former chairman of the Republican National Committee; Kenneth 
Duberstein. White House chief of staff under President Reagan; and Daniel 
Meyer, former chief of staff for outgoing House Speaker Newt Gingrich. 

"They're high-paid lobbyists walking the halls of Capitol Hill, getting access 
to members in order to make their pitch on managed care reform," said Jim 
Manley. a spokesman for Sen. Edward M. Kennedy, D-Mass., a leading 
proponent of the legislation. 

While most of the organizations supporting and opposing new managed-care 
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regulation had other issues on their plates, all listed managed-care rules as a 
priority. 

The U.S. Chamber of Commerce spent more money lobbying than any other 
group in the health-care debate. $8 million. 

"Tliâ s not just health care, it's environmental issues, if s labor policy, it's tax 
policy, it's woric force training issues, and it's health-care policy," chamber 
spokesman Frank Coleman said. "Stopping trial lawyers and their agenda of 
allowing patients of HMOs to sue the companies that provide them the health 
care was a chamber top priority." 

Both the chamber and the small business federation were with die Health 
Benefits Coalition, as were die Blue Cross-Blue Shield Association, the 
Health Insurance Association of America and the HMO trade group the 
American Association of Health Plans. 

On the other side, the American Medical Association spent $8.3 million on 
lobbying during the first half of 1998, the AFL-CIO $1A million and the 
Association of Trial Lawyers of America $940,000. 

In addition, several groups of health specialties, including the American 
Chiropractic Association, American College of Emergency Physicians and 
American Association of Nurse Anesthetists, formed their own pro-reform 
coalition that spent $3.3 million. 

Both sides are gearing up to fight the battle again in tbe 106th Congress. 
President Clinton and Democratic congressional leaders have said the first 
order of business should be to pass new HMO regulations, and several 
Republican lawmakers also support new rules. 

Meanwhile, the same coalitions that successfully beat back the legislation are 
planning strategy for next year. "This will be a large effort once again," the 
Health Benefits Coalition's Danner said. "Tbe stakes arc very high." 
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I called Jonathan Salant, the AP reporter you asked about. 

He did not know how much of the $60 million was spent on lobbying against managed care 
reform specifically. Furthermore, he doesn't think the infonnation is easy to track down since 
lobbying groups are not required to disclose the issue break-out of their expenditures. The $60 
million, he said, simply represents the sum total that was spent by the opponents of managed care 
reform. However, some of the groups he identified, like the U.S. Chamber of Commerce, likely 
devoted lobbying energies to many issues'other than the Patients' Bill of Rights. 

The other figure at issue was the $11 million that he cited as the amount spent advertising against 
managed care reform. This figure was calculated using a website run by the Atmenberg Public 
Policy Center (APPC). This site, (http://appcpenn.org) tracks the issue ads run during the 
1997-1998 election cycle. According APPC, 15 organizations ran issue ads relating to health 
care. Of those organizations, 8 ran advertisements opposing managed care reform. For 4 of 
those 8, APPC listed the amount that they spent on this issue alone. The groups and numbers are 
as follows: 

American Association of Health Plans: $2 million. Coalition for Affordable Quality Health Care: 
$6 million Coalition for Patient Choice: $250,000 
Health Benefits Coalition: $2 million 

APPC did not specify how much was spent by the remaining four groups opposing managed care 
reform, but the organization names are as follows: 

Business Roundtable 
Citizens for a Sound Economy 
Patient Access to Responsible Care Alliance Republican Party (soft money spending) 

As you can see, the first four organizations alone account for $10.25 million of the $11 million 
that Salant claims was spent on anti-reform advertising. He accounted for the balance by calling 
the second four organizations individually and asking them to estimate their corresponding 
expenditures. 

If you have any more questions, David, let me know! 

Christina Ho 




