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OPENING, K STATEMENT OF THE HON. WILLIAM V. ROTH, JR., A
U.S. SENATOR FROM DELAWARE, CHAIRMAN, COMMITTEE ON

FINANCE

The Chairmén. ‘.The committee will please be in
order.

It is my intent ﬁo have Senator Moynihan and myself
make openihg statéments. We will then call on other

members of the Finahce Committee panel to make their

opening statement}. We are asking each member to keep

their commehfsAtoAth;ee minutes.

Let me start out by saying that'I believe today is an
historic sessién-of the Senate Finance Committee, a mark-
up to balance the budge£ within the next 5 years. This
spending package;feéreseﬁts a comﬁromise, a compromise
between the Cdngress and the White House, a compromise
between Republicané.and Democrats.

Pat, I doﬁbt thaf anyone is entirely satisfied with
it, as it is a compromise between differing political
philosophies, betwéen deeply-held views.

So, while it is not the spending package that any of
us would have draftéd if it were in our sole purview, it
does represent, in-my judgment, a major step forward. A
step forward throhgh balancing the budget can help ensure
continued growth, jobs and opportunity.
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two primary goals. First, to implement the budget
agreement in such a manner that we not only balance the
budget, but that we do so in a manner that preserves and

strengthens the programs impacted.

‘ 3
In developing Ehe Chairman’s mark I have been led by '
It is not enough simply to reduce the cost of such

7 crucial programs as Medicare and Medicaid, we must do it
'8 in a way‘that pﬁovides better services to beneficiaries

9 of these important~programs.

10 The second goal, has been}to ihp1ement fhe budget

11 agreemen£ in a @énner that will_assure bipartisan support
12 for fhe program!_ I believe the Chairman’s mark does

13 exactly that.

/I' -|

14 From the'beginning, I have solicited the views and

15 ideas of’all members of the Finance Committee. The

16 members, Republicans and Democrats, were asked to submit

17 in writing their recommendations as to how the Budget

18 Agreement should be implemented. These ideas were

19 incorporated in our discussion draft.

20 Informal meetings have been held since the to seek

21 the furthgr advice and recommendation of members, which,

22 in turn, have been incorporated in the final Chairman’s

23 draft.

24 I believe'this draft has substantial support on both

25 sides of the political aisle. So now we face the final
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mark-up. I remind the committee of our responsibility.
Overall'during the next 5 years, we must reduce deficit
spending by $100 billion, including Medicare reductions
of $115 billion and net Medicaid reductions by $13.6
billion. |

At the same time, we are directed to increase
spending for children’s health care by $16 biliion; SSI
support for disabled immigrants by $9.7 billion, increase
spending on Welfare to Work by $3 billion.

We are further 1nstructed to extend the solvency of
the Part. A trust fund for Medicare for at least 10 years,
while introducing‘structural reforms to give
beneficiaries more'choice among competing health_plans.
| Our goal is to give the Medicare beneficiaries the
same choices that Federal employees have within our
Federal health program, including the traditional fee-
for-service.

The Chairman/s mark meets these goals and, therefore,
in introducing amendments it is essential that these
goals continue to be met. Amendments would be limited to
those that are relevant to the Chairman’s mark and the
outlay reouction instructione contained in H.Con.Res.84.

Now, since the mark—up is the bipartisan product of
the committee, I would hope the amendments offered would
be kept to a very, very tight minimum. I realize that

MOFFITT REPORTING ASSOCIATES
(301) 390-5150




—t
'

=W N

[8,]

11
12
13
14
15
16
17
18

19

20

21
22
23
24

25

5
over 270 amendments have been introduced, but I seriously
urge meﬁbers on both sides of the aisles not to offer
them unless it is abéolutely essential to the member.

We are working ﬁnder a very tight schedule, a
schedule;that reduifes the mark-up of both spending and
tax reforms to be'completed this week so that floor

action can take place next week. The Chairman will

greatly appreciate full cooperation so that we can meet

the leadership’s schedule.

Pat Moynihan?
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OPENINGtSTATEMENT OF THE HON. DANIEL PATRICK MOYNIHAN, A

U.S. SENATOR FROM NEW YORK

'Senator Moynihan. = Mr. Chairman, I would like to
pledge to you, and I can speak for our side completely,
that youvwill have:that cooperation. You have earned it,
sir. | |

I am now in my third decade on the Finance Committee

and I can attest that there is no more grueling and

demanding a task than that which you have just performed,

to bring.together a committee as diverse as ours with the
unprecedentedvrange or responsibilities and authority to
produce thiS»bipartisan proposal, a measure we have

almost lost the memory of such events. You have revived

it, and honorably and well.

I would like, particularly, to point, as you did, to
the provisions in Medicare that will bring this 1960s
program iﬁto the present age of medical insurance and
medical provision of health maintenance organizations and
giving choice in a very open, and I think will be
prodﬁctive, way.

I would like to thank you particularly for the
provisions you have made for teaching hospitals which
necessarily are at a disadvantage in a more competitive
insurance market) and that is just a side effect of what
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is otherwise a‘major advance in the rationalization of
this seétbr.

I would hope that the Medicare Commission that you
have very wisely included here will address this general
question of medical'education, as I think it can do.

The provisidns_for 500,000 disabled legai immigrants
are surely in order and surely have the support of the
entire cbmmittee.

I would juSt; iast, say that it Qas a significant
disappointmen£.tﬁa£ the negotiations that led to the |
Budget Agreemént cQuld not reach accord on providing a
more accurateﬁcost.oﬁ living index by which we index our
various benefit programs' and our revenue programs, our
tax programs.

The initiative for this long-understood matter came
from ouf committeé, the Advisory Commission to Study the
Consumer Price_index. We had a unanimous report from our
commissioh and extraordinary support across the
government.

Alan Greenspan, the eminent chairman of the Federal

Reserve Board, Said, when people complained that we were

making a political interference here, "Given the state of
knowledge, not to do anything is the political
interference." But that is what happened. Until we do

get to there, we will continuously be restrained in what
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we can do and our choices will always be restricted

. beyond what we would hope.

I think, however, sir, that we have a sense of the
Senate language on this matter. We did note that in the
House of Representatives that certain prices were

indexed. »

On this ocCaéiQn, the price déflator of the Bureau of
Economichnalysié-at the Department of Commerce was used,
indicating what we all know, there are a half-dozen price
indexes around the Federal Government and none is
sacrosanct, all can be reviewed and proved, and I. hope we
will do this, in time, sir.

Agaip, thank you for the manner in which you have
gone for#h and the fact that you are stillHin good
spirits.’ I hope- this will be so on Thursaay evening.

The éﬁairman.» jThank you very'much, Senator
Moynihan, for those gracious remarks. I will say that I
intend to work-és:lodg as necessary today, tonight,
tomorrow, tomorrow night, and the weekend, if necessary,
to get the job done.

We have been given a schedule. It is important that
we be in‘a position to move to floor action next week on
both thetspending and tax side, and that is exadtly what
the Chairman intends to do.

Senator Chafee?
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Senator Chafee. - I have no statement, Mr. Chairman.
I am just concerned about some of the standards that we
do not seem to have in here for some of the Medicare
beneficiaries. But that is a subject I will bring up
later.

Thank you, Mr. Chairman.

The Chairman.. Senator Baucus.

MOFFITT REPORTING ASSOCIATES
(307) 390-5150




)

[~ J CS I \V ]

[8)]

11

12
13-

14
15
16
17
18
19
20
21
22
23
24

25

10
OPENING STATEMENT OF THE HON. MAX BAUCUS, A U.S. SENATOR

FROM MONTANA

Senator Baubﬁé.' Thank you, Mr. Chairman.

Just a few words. First, to compliment you on the
way you have approached this mark. I have served under
six differenf-Finance Committee Chairmen. Some are very
partisan, some are very bipartisan; some are very good
and easy to work with, some a little less so.

I want to cbmpliment you very, very much( Mr.
Chairman. Yép aré certainly in the first category of
Chairmen who is‘working hard at -trying to bring us
together, knowing'that that will enhance the prospect of
better legislatioﬁ'that we are all working together on.
I very, very deeply.thank you for that approach.

To that .end, Mr. Chairman, there are several
provisions you have in your mark which go a long way
towardvaddressing‘some of my specific concerns,
especially with respeét to rural health facilities.

My State is not_very highly populated, as you well
know. We have a lot of seniors and a lot of ldw—income
folks. fou have madé many provisions in the mark here
which, while we are cutting Medicarevand Medicaid,
address the pfoblems of rural States and low-income
States, and I very much appreciate that.
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I might say alsd, Mr. Chairman, that you appointed me
and gavé me the honor of serving on this Ad Hoc Committee
on_Children’s Insurance, along with Senators Chafee,
Gramm and Breaux. We were, as you know, unable to come
up with a definitive-proposal for compromise. But I
think you, in your Qisdom, have come up with one in the
interim, and I hope thét we can adopt it.

One final point. We are, in some sense, making these

Medicare cuts'beCause we want to balance the budget.

There is nothing'hrOng with that. That is good that we
do so. o

But I beliéve that the commission you provide for in-

'your mark is extremely important, because then the

commission can make recommended adjustments to Medicare
whiéh will be nothuite so budget—-driven as the
provisions are in-ﬁhis bill, and will extend the life 6f
Medicare*in'an:éven4more solid way than we have in this
bill here. |

But, all in all, Mr. Chairman, I want to thank you
very much for whaf you have done.

The Qhairmaﬁ. Well, thank you, Senator Baucus. I
share your concern ébbut rural areas. I know that their
problems are speéial Qhen it comes to health care. Of
course, what we are trying to do is provide provisions
that treat equitably all groups, whether it is urban
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areas, rural areas, or whatever. I think this draft,

because of the recommendations, reflects that.

I will now call on Senator Grassley.
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OPENING STATEMENT OF THE HONORABLE CHARLES E. GRASSLEY, A

U.S. SENATOR FROM IOWA

Senator Grassley. I am going to follow the

Chairman'’s admenition of not offering amendments that are

'important to me, because there are not any of my

amendments that.ére important to me, all of my amendments

will be importént?for the country.

[Laughter]
The Chairman. That goes without saying.
Senator Graseley. Mr. Chairman, you are to be

congratulated. 'Mdet importantly, I know that your staff,
the people at-ﬁhe tabie, and a lot of support people that
are at the table.deeerve a lot of credit as well, because
this is a good bill.v

I think theiMedicare portions of the bill,
particularly, are .going to bring‘very positive changes in
the program. The bill calls for the necessary savings in
Medicare and thereby will help put Medicare, and
particulérly the Medicare Hospital Trust Fund, on a sound
financial footing. The bill also eontains a number of

innovations that I think are very important for the

-Medicare program.

In regard to these, first and foremost, I think the
reform in Medicare managed care is at the top. From my

MOFFITT REPORTING ASSOCIATES
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perspective, Mr. Chairman, I want to thank you fer the
inclusion of your_SO/SO blend for Medicare managed care
reimbureement. This is extremely important for rural
America, particularl? for so many States that have been
very cost effective in the delivering of health care
already.

I think this provision should go a long way towards

giving Iowans the same kind of choices that Medicare

beneficiaries in the other parts of the country heve.
For instance, ae'simple as this, Iowans would like to
have accéss to managed care so pharmaceuticals can be
included, just like Floridians or Arizonans have, as an
example. |

So tﬁe.participation in the managed care program of

additional types'ofvhealth plans is also a very

constructive step, ahd the additional types of plans

should truly-broadeﬁ choice for Medicare beneficiaries.

I am also §leased, Mr. Chairman, that yeu included
numerous provisiens of my bill, S. 701, dealing with
consumer protections in Medicare managed care. When this
legislatien is enacted, Medicare beneficiaries will have
considerably improved information about health plans in
which the& may be interested.

I also thank you for the inclusion of a number of

rural health provisions. These would be exactly the same

MOFFITT REPORTING ASSOCIATES
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ones'that Senator Baucus just thanked you about: the
Nurse Practitionér and Physician’s Assistant’s bill that
Senator Conrad and I introduced; the Medicare-Dependent
Hospital Program fhat I introduced; and Senator Baucus’
bill on Critical Access Rural Hospitals, ahd Senator
Rockefeller and Ifwere close collaborators on that bill;
and my Rural Referral Center and Sole. Community Hospital
legiSlation;.and also for including my PACE legislation,
which I introduced with Senator Inouye.

You can seé‘hére a broad array of legislation that
has broad bipartiéanzinterest. Enactment of this last
bill, for instance; will be a real step forward and those
who participaté in that program in the coming years will
have reason to be grateful to you, Mr. Chairman.

I would just say oneé concern I have, and that is that
I am disappointéd that we were not able to do mbre in the
way of léng—term.Mediéare reform. As Chairman of the
Aging Committee, I am very concerned about Medicare
lasting for baby boomers.

You did set ﬁp a commission. I would rather have had
Congress wrestle with those problems and get them done
right now, butlI am surely going to support your
commission proposal because that should produce a
consensus then for us to have Medicare, which is an
essentiai part of the social fabric of American society,

MOFFITT REPORTING ASSOCIATES
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continue for baby boomers as well.

Thaﬂk you.

The Chairman. Thank you,'Senator Grassley.

Senator‘Roqkefeller.

Senator Rockefeller. Mr. Chairman, and to my
Ranking yembef,'Senator Moynihan, I have no opening
statement. We hajé'a lot of work to do today.

I cohgrathléte both of you. .I can imagine how hard
all of this must be.

The Chairmang Thank you.

Senator Nickles.

MOFFITT REPORTING ASSOCIATES
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OPENING STATEMENT OF THE HON. DON NICKLES, A U.S. SENATOR

FROM OKLAHOMA

.Sena£or Nickles. Mr. Chairman, thank you very much.
I compliment you and Senator Moynihan.

I do hope;that we will end up with a bipartisan piece
of legis;atiOn,_one that will have overwhelming support
in this committée, .I hope to be able to support it.

I am concerned about some of the provisions, but,
first, let ﬁe,say from the very positive standpoint in
just looking at the Chairman’s mark on the first page
where it'taiks about Medicare CHOICE, I think this has,
as far as policies ~-—— most people, when they talk about
Medicare, talk about money, and how much money are we
going to save, or what are we going to reduce the
outlays, or how much money are we going to spend.

And I think Ehe_money is important and the dollars
are important, but I think pblicies are maybe even more
important. I think Medicare CHOICE and the several
options that we_ﬁave in this prbposal will be a very
positive fhing_fbr seniors and give us a chance to really
reform Medicare. So, I compliment you on that.

I might mention on the outlays, this is interesting.
The budget that the President vetoed last Congress, the
outlays for Medicare over the same 5 years is $1,249

MOFFITT REPORTING ASSOCIATES
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trillioﬁ. The outléys for Medicare under this proposal
for the same 5 years, $1,248 trillion. One billion
dollars difference, and this happens to be less than the

proposal that the President vetoed last year because it

made draconian cuts in Medicare, and all this

'demagoguery;

So thé,outléys are almost identical, just for your
information. There are some other differences in the
packages and so on, but I find that interesting.

I do notice on the choice option that we have medicai
savings aécounts as a trial. I think that is very
positive. - I would like ﬁo see that trial expanded from
$500,000. Yqu'have-ss million Medicare beneficiaries.

I woﬁld like a larger trial sample, but I do think it
is a veryipositive.étart, I do think it is one that
seniors will like and one that, if we do give it as an

option, we will be back here a couple of years from now

-expanding it because of popular demand. So I do think

that is important.

I am cOncerﬁed, Mr. Chairman, and I would just
mention this. I cfiticized the President for what I
called a shell game in transferring home health away from
Part A into Part B. We do the same thiﬁg, but we do not
do it at the same rate.

The Presideht was transferring a much greater

MOFFITT REPORTING ASSOCIATES
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percentage earlier, but the effect is still the same. It
is a shell game, and I am not proud of it. It is part of
this package. It is the only way anybody can say we are
keeping Part A soivent for 10 years.

I cannot say we are keeping Patt A solvent for 10
years. I just reque to say that, because of this shell
game that we are playing with home health. I am troubled
by it. I am.nofeeven going to heve an amendment ‘to
delete it; I know I do not have the votes. But I think
it is a éhell game, I do not think it'is_Medicare reform.

The cheice'pOrtions, medical sa&ings accdunts,
allowing seniors-eome options, those are real reforms.
They are very positive. 'They will be_very goed for
seniors and they will be very good for Medicare.

I have some additional comments, but I will wait
until we getfto the amendments. Thank yeu,_Mr. Chairman.

The Chairman. Thank you, Senator Nickles.

I would‘point'out that the transfer of home care, of
course, is in line with the objectives and goals of the
so—called‘Budget Agreement.

Senator Nicklee. I know.

The Chairman. We have made as a primary goal of
this mark—-up to achieve the goals that have been set
forth in fhe agreement reached by the President and the
Congressiqnal leadership.

MOFFITT REPORTING ASSOCIATES
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At this time, it is my pleasure to call on John

Breaux.
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OPENING STATEMENT OF THE HON. JOHN BREAUX, A U.S. SENATOR

FROM LOUISIANA

Senator Breaux. Well, thank you very much, Mr.
Chairman, and thank you, Senator Moynihan, for the
leadership that both of you all have shown.

We have a diﬁided government, but we certainly do not
have to have a divided committee. I think that we have a
situatién with a divided government that neither.side can
afford ﬁo Say‘neQer, Or no way.

We are goihg to have to work together on these
difficult iSsues_whether we like it or not, and I happen
to think thét most members of the committee, and many
ﬁembers.of Cdngréss, like that type of an approach. I

think it ultimately results in a better product, a better

piece of legislation.

I think that~both political parties can stay loyal to
their political principles and yet still work together in
a sense of cbﬁpromise, because neifher side can have it
just like they want. |

I think that is a given and we have to approach this
mark—up, and others, recognizing that in a divided |
government both sideslare going to have to move towards
reflecting the wishes of the other side. One side cannot
do it by themselves, nor should they.
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You have produced a package, I think, Mr. Chairman,
that you are to be commended for. Your staff, working
with 6ui staff and Senator Moynihan’s staff have produced
a terrific starting point. That is not to say that there
are not some ﬁuahcéé that cannot be improved upon, but in
thelspirit of working together I think can accomplish
that.

'OneAarea that I have workéd with in a bipartisan
fashion’in with Sénator Connie Mack, and Senator Kerrey
on our side, is:E6 work in trying to improve fhe Medicare
CHOICE proéram'ﬁhich‘you have laid out.

Youlhave a”dembnstration program in that prdposal on
competitive biddiﬁg. We will offer, at an appropriate

time, a more detailed demonstration program, calling on

competition in the private sector based on the Federal

Employees Health Benefit Plan, which I happen to think
works very well.

This proposal does not, I think, go against what you
have offered'in.the mark—-up, but I think enlarges upon
it, improves hpon it, produces a bettef demonstration)
with guidelines and standards which I think are very,
very important. |

So I would like to think that what.we will be
offering is an expansion and an improvement which is
consistent with what you have laid out in the Chairman’s
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mark,,and I commend_both of our leaders for the work that

they have produced.

The Chairman. Thank you, Senator Breaux.

It is now my pleasure to call on my good friend, Phil

Gramm.
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- OPENING STATEMENT OF THE HON. PHIL GRAMM, A U.S. SENATOR

FROM TEXAS

Sedator Gramm.f Mr. Chairman, let me congratulate
you and our Ranking Member for putting together a mark-up
document that I think everybody on this committee-can say
that they haa-sémé'part in. I think it is a bipartisan
documenf and i w¢uld like to just make a few comments.

First 6f all, this will be the. only mark-up anywhere
on the Senaténside'of'the aisle, as the similar mark-up
was in fhe Hduseg-Wheré any program is cut. Every other
committée that éot a reconciliationvinstruction got an
instructionvand-a mandate to épend money. The only quts
that are goiﬁg to be made anywhere‘in this budget are

goind to be made right here in this committee and this.

‘mark-up.

So,iMr. Chairman( you are the only committee chairman
that haé to make any tough choices or do any heaving
lifting ‘in this budget.

I belieVe-that'Medicare represents a very severe
problem as we look to the future. It is a critically
important program.. It is part of the fabric of the
American system.

I do not think there is any doubt about the fact that

every member of Congress and both parties are committed
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to saving the systeﬁ, but the cold reality we are looking
at is, 25 years from today, if we do not change Medicare,
the payfoll tax is going to have tolbe at least 3 times
as high as it is now.

That represents a fundamental change in the make-up
of the Americah economy. It guarantees that you are
going to have-working'Americans with tax rates abové 50
percent and at éome point you reach, undef that kind of
system, a situation where the economy cannot function.

I want to‘COngratulate you for some of the reforms we
have made in Medicare. 1In fact, I would like to predicf
that, of all the things we do in this budget, there are

probably going to only be two things that will be

| remembered if we can hold on to them in the form they are

in in this mark—upw

One, 1s we will have gone to an expanded consumer
ch01ce in Medlcare and brought the forces of competition
for the first time into Medicare. Second, by conforming
the age of eligibility for Medicare with the retirement
age and Social Security, we will have made a fundamental,
long-term reform without waiting for the crisis to blow
up in our face. |

I know we are Qoing to have a.difficult time holding
this provision on the floor of the Senate, I know we are
going tolhave a difficult time in conference, and I know
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there are going to be a lot of groups who come out
against it, but I think it is fundamentally important.

We ére at the point now where, if.we wait another
year or two, we ére not going to be able to conform thesé
two dates and we are going to lose an opportunity to make
a fundamental-chénge in Medicare.

So,jwhileAthéfé'are many things in this bill that we
can debéte)'agrééAwiEh, disagree with, I think the
fundamehtalichanges we made in Medicare, bringing in
competition‘énd>in essence raising the eligibility age to
conform with.th¢ retirement age under Social Security——
which, by the'way, we only did once the system was
broke—-I think if we can hold that, it will be something
to be proud‘of.-

The Chairman. Thank you, Senator Gramm.

Now it is my pleasure to call on Bob Graham.
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OPENING STATEMENT OF THE HON. BOB GRAHAM, A U.S. SENATOR

FROM FLORIDA

Senator Graham. - Thank you, Mr. Chairman.

A short statement, first, to commend you and Senator
Moynihan for thé spifit in which this mark was developed.
WE all héve had én_opportunity in an open proéess to be -
involved: I.beliéVe_that we start from a very solid
document, in spité of the 270 suggested improvements.

Second, speaking of fundamental changes, I am
particularly bleaséd'at the inclusion of a number of
items which are iﬁtended to begin to move Medicare
towards the maintenance of health rather than the
wéiting—until—the—crisis—has—occurred system.

The emphasis on prevention, early intervention,

diagnosis, screening, I think, while difficult to put a

dollar sign on today, common sense says will have a

significaht; longfterm, positive effect on the health of
the beneficiaries and'bn the wallet of the American
taxpayer.

So, Ivcommendiyou for including those provisions.
Thank you, Mr. Chairman.

The Chairman. Thank you, Bob.

Jim?
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OPENING bTATEMENT‘OF THE HON. JAMES M. JEFFORDS, A U.S.

SENATOR FROM VERMONT

Senator Jeffords. Thank YOU, Mr. Chairman. I
certainly want to join the accolades on your leadership

in allowing even new members of the committee to feel

like they are pérticipating. I appreciate that, and the

bipartisanship manner in which you have handled this.

Also, as chairman of the Labof and Human Resources
Committe¢,4I know there are many areas of joint
jurisdiction and I'look forward to working with you on
those, especia;ly in the areas of health care quality and
consumer protection, as we are getting involved with
ERISA now and coverihg more and more of the business
community, and we need conformity there.

I alSo, of cburse, represent I think the most rural
State in the United States. 1In faét, we do not have
anything but rural in our State.{

So I-am'Qery interested in matters dealing with that,
especially in Medicaid and Medicare. Also, I would be
interested very much, as we all are, in increasing the
protection of children.

Thank you very much, Mr. Chairman.

The Chairman. " Thank you, Senator Jeffords.

Senatgr Moseley-Braun.
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OPENING STATEMENT OF'THE HON. CAROL MOSELEY-BRAUN, A U.S.

SENATOR FROM ILLINOIS

Senator Moseley-Braun. Thank you very much, Mr.
Chairman. I, too, want to add my thanks and
congratulations tO'yéu for the work that has been done
here and for the,bipartisan way in which it has been
achieved. |

I have been deiighted, as a member of this committee,
to have the opportunity to work in such a bipartisan
fashion; given the current climate which all too often is
not bipdrtisan.énd'does not seek to find common ground.
You have certéinlf'atteméted to do that with this mark
and I am very pleased to have been part of the process.

I want to point ou£, however, that I do have some
concerns. and I do want to raise them with regard to the
distributive effects of the mark, particularly with
regard to poor peoplé in this country.

| Given the changes that took place with the welfare
repeal, with the welfare bill that was enacted, this bill
does not, I think, adequately address the impacts and the
rahifications of that.

As the administration pointed out in its letter, we
féiled td provide funds to ease the impact of increasing
Medicare premiums oh the very poor, there is no change in
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terms of'dispropoftionate share to address the impacts on
the very‘poor, and of course we are very concerned about
the issue of what happens with regard to disabled
children. So the most vulnefable populations, I think,
could have fared a little better in this mark.

I hope, and I dg not know whether it is a matter of
philosophy or nqt, that some of thé amendments ﬁhich will
be filed in-fhaﬁ regafd will be taken seribuély, because
this is the mOsE Qulnerable population and péople who
have no optidns, and they really will need our attention
to the impacts'bf‘thetwelfare refqrm on them.

~Finally, Mr. Chairman, I-ah.very~con¢erned about the
Pennington décision overrule in this mark. That
decision, as_ydu;are aware, comes out of my State. It
does have to do with the calculation of the unemployment
insurance‘base peribd.

I think that-thé Federal Court in Illindis did the
right thing, it was upheld on appeal, in the case of
Pennington v. Doherty, but the striking of that in this
mark, i think, may also cause some problems down the
road. |

But, overall, having said that, I just want to add my
congratulétions and thénks to you. You have been a
wonderful 'Chairman to work with. My Leader, Senator
Moynihan, of course, has led the way for this side of the
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aisle, but at the same time I think just the tenor and
the tone that you héve set for this committee has been a
very positive and constructive thing overall, and I am
just happy to have been able to participate.

Thank you.
The Chairmah{ . Thank you, indeed, for those very
kind remarks. |

It is now my pleasure to call on Senator Bryan.
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OPENING STATEMENT OF THE HON. ROBERT H. BRYAN, A U.S.

SENATOR FROM NEVADA

Senator Bryan. '.Mr. Chairman, thank you very much.

As you know, this marks my first appearance with you
as part of a markfup; and I want to commend you for the
bipartiéan approééh that ybu haVe taken, and the Ranking
Member,‘for~his efforts in putting us where we are today.

We face a dawning public policy challenge in terms of
preserving the”solvéncy of the Medicare Hospital Trust
Fund, a ¢hallengelwhich will be compounded in the year
2011,'when fhe first éf the baby boomers beéome eligible
for Medicare assistance.

I believe that the mark that you and the Ranking

Membér have put together moves us a long way in the

direction of achie?ing that solvency.

I would iny&hbpe, Mr. Chairman, that we might summon
up addit%onal_cdurage to do what the Ranking Member has
encouraged us to'do repeatedly since I have joined this
committeé,.and that is to press forward in adopting an
accurate cost:of living adjustment standard.

Second, I would hope we might also move forward, as

‘the Centrist Coalition did in the previous Congress and

as we have been working in this Congress, in taking
further steps to income-relate Medicare’s Part B monthly
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premium.

Finqlly, let me note that I will heed your admonition
to forbear in offering amendments to the best of my
ability, but there are two that I will be offering. One,
in my judgment, represents a new, unfunded mandate upon
the States. That is, the extension of the Medicare
Hospital Insurance tax to those employees who were hired
prior to the date of‘thé OBRA-85 agreement. 

Second, T cbhtinﬁe to have some concerhs——althdugh‘l
would acknoWledge that your staff, Mr. Chairman, has been
most helpful to work with--and that is to make sure that
those Medicare beneficiaries who choose a provider-
sponsored organizéﬁion will be entitled to the same type
of consumer pfotections accorded under State law that
other Medicare beneficiaries will enjoy..

Again> let me say that I appreciate wofking with you
and I look forward, in a cooperative spirit, to getting a
mark moved to the floor that we can all support.

The Chairman! Thank you very much, Senator nyan.

Finally, Senétor Kerrey.
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OPENING STATEMENT OF THE HON. J. ROBERT KERREY, A U.S.

SENATOR FROM NEBRASKA

'Senator Kerrey. Thank you, Mr. Chairman. I

appreciate your noting that, though I am closer to them

- than to §ou} that I am a member of the committee and not

a witness.

The Chairman. You are pait of the dais.

Senator Kerrey. I, too, want to congratulate both
you and Senator Moynihan for the work that you have done.
Our job is to produce a product that will contribute to
eliminating Ehe deficit by the year 2002, not an easy
job, but an impOrtant one, made easier by growth in the
economy and I think indicating to all of us that
sometimes we_get a little worried about what the impact
is going to be.on our decisions, that if we_make
decisions Ehat-keeb the economy growing, our job and the
job of tﬁe American people is going to be a lot easier.

There are a number'of points that I would like to
make, Mr. Chairman. One, is though we are looking at a
5-year window and, to a certain extent, a 10-year window,
I think ihcreasingly we have got to look at particularly
the manda£ed portions of Medicare, Medicaid, and Social
Security through a 20-year window.

The bgby boom generation that is 77 million strong

MOFFITT REPORTING ASSOCIATES
(301) 390-5150




(- VS V]

(o) NN &)

~

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

35
that will start to retire in 2010 is going to consume a
lafger and larger share of the Nation’s income in order
to pay the promises that we have written into our law.
In this year, it is 2.3 percent of GDP. The entire
budget is 19.§ercent. It has not gone over 19 percent,
except éuring-the;secbnd World War and the Vietnam War.
It has ﬁemained almoét as cqnstant as gravity.

In the year 2010, 4.2 percent will be the bill for
just the health care portion, and it will grow to 7.2
percent in theryéér 2630. There is continﬁed growth,
even with the Changes.that we have in the law, to a point
where evéntUaily before the baby boomers afe fully
retired[ 100 percent of the Federal budget will be
consumed by thé mandatory programs, ‘that is, entitlements
plus ihterest. |

It is a féét not caused by secular humanists, or
PhYllis Schafiy,vor'liberal'Democrats, or conservatives,
it was not a part ofAthe break-in at Watergate, it is a

77 million baby'boom generation that will not be

'supported by nearly as many people following them.

Second, I do intend to make the point that States
like Nebraska, that did not gain the DSH system, should
not be penalized, and you have made, I think, a very good
effort to see that that does not happen.

Furtﬁer, agaiﬁ, in States like Nebraska we tend to
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have lower rates of utilization in rural areas, and I
also believe,'as a consequence, we should not be
penalized as a result of demonstrating what I consider to
be relatively good behavior.

Again, you have made an effort to do that. I will
try throgghout the deliberations of this proposal to makeA
the point that States like Nebraska that have done the
right thing should ﬁot be penalized as a consequende.

Next; I will try to score the point that we have got
to be careful that the taxpayers get their‘money’s worth.
You have got a nuﬁber of provisions in here that I
believe reduce Eﬁe opportunity for wéste, for fraud, for
abuse, and I appreciate that you have done that. We have
got to be vigilantﬁ

There is a lot of money in these programs, as we all
know. Where there is money there is a tendency to come
in and say, it is not the money, it is the principle, and
when a maﬁ tells me that, I know that it is the money.

Next, I think we have to apply a standard of

‘fairness. ' I know there will be a great debate about how

we are going-to do that in regards to children, but I
think it is a mark of this committee’s effort to be fair,
that we héve expressed a concern for expanding coverage
for children.

I believe that income-relating Part B premiums, as
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1 well, can be a means for us to make the program not only
2 more defensible, but also a way for us to distribute and
3 make the program-more fair. I intend to try to fight for
4 consumeré SO thét the consumers are getting information

5 and have an opportunity to make choice meaningful.

6 Most of all, Mr; Chairman, I intend to make the point
7 that I believe_it.is.going'to be impossible for us in the
8 future tdrmaintain”Médicare and Medicaid as impact

9 programs; The beauty of Medicare was that, in the law in
10 1965; we reduced the rates of uninsured over the age of
11 65 from 50 perceht to zero with a single statute.

12 At some poiﬁt I think we are going to have to revisit

' 13 the entire sogial:contract when it comes to hea-lth-care

14 and look for ways to rewrite that contract to get

15 everyone in.

16 There will be 40 million Americans uninsured by the
17 time we get dohe with this Balanced Budget Agreement. We

18 are pushing, I think, in the right direction, trying to

19 control the growth of these programs, but I think we are
20 going to have to revisit the entire contract that we have
21 in health care in order to be able to get it done right.
22 Again; 1 applaud; as all members have, the spirit in
23  which you/ Mr. Chairman, have worked, and you, Senator

| 24 Moynihan, have worked as well. It is a tough thing to

25 hold Republicans and Democrats together on a mark. I
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appreciaﬁe the spirit in which you have done that. I
think you have prbduced a very good mark for us to do our
work. |

The Chairman. Thank you very much, Senator Kerrey.

That completes fhe opening statements, sb at this
time we will ﬁurn to Julie James and the other staff
members to walk us through the mark-up.

Let me étart»pﬁt by saying that we would not be where
we are tdday if.i£ had not been for the hard work and
ability of the staff members on both sides of the
political aisle..

But I know‘that has‘meant long, long hburs, day and
night, wéek in and week out. I just cannot be
complimentary enbugh to tell you how much I appreciate
the outstanding work the staff has provided us.

Julie? . .

Ms. James. _'Thank YOu, Mr. Chairman._

I am going to walk through an outline that is now
being.distributed. This is é slight variation from the

summary that was included on the top of the mark document

that was distributed last Friday.

It is titléd, "Summary of Chairman’s Mark," and dated
June 16. There are just a few changes in this that were
updated when we made some last-minute changes to the mark
document.
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I will also call your attention to a 7-page document
that was handed out, which are modifications to the
Chairman’s mark‘that was passed out last Friday. Most of
these are just fufther elaboration on some of the items
that were discussed in a more general sense in the mark,
and I think by elaborafing further on some of these
things we have had a number of questions, and I think
those would be énsWered through this modification. But
the major items that are in the modification, I will walk
through és éart of the summary.

'I'will begih.with Medicare. The Medicare proposal
achieves.the budget instructions to achieve $115 billion
in savings in Medicare éﬁer the next 5 years.

The proposal was crafted around the following
principies. Firsﬁ, to preserve and protect the Medicare
program for current and future beneficiaries; to
establish a frémework for a restructured program modeled
after other successful programs such as the Federal
Employees Health Benefit Plan; to provide seniors with
information and allow them to choose from a variety of
health plan options that meet their needs and to maintain
the traditional Medicare program as one of those options;
and to imblement policies that slow the rate of growth in
spending in Medicare; and finally, to eliminate waste,
fraud and. abuse in the program.
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The mark establishes a new Medicare CHOICE program.
This buiids upon the current program we have for
contracting with health maintenance orgahiiations.

Under the new Medicare CHOICE program, beneficiaries
would have a choice of a whole range of options. These
range from fﬁll, unreStricted fee-for-service plans
through a variety.of managed care type plans, - and also
medical savings accounts} This is a demohstfation
program,icappéd at a participation of 500,000.

We also leave the door open for any other kinds of
plans that might develop that would meet the standards
outlined in this proposal. All beneficiaries enrolled in
Part A aﬂd B would be eligible to make a choice, except
those with end—stagé renal disease. |

Enrollment. :There would be an annual, coordinated
information aﬁd énfollment period every November. During
this time, the beneficiaries would receive comprehensive
informatiQn on their health plan options and they would
be able to select any of those options and enroll at that
time. _

Plans would have to be openlat that time, but they
could also continue'to enroll beneficiaries throughout
the year. It would be their discretion as to when else
throughout the year they wanted to enroll beneficiaries.

Senator Niékles. Julie, would it be possible for
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somebody to switch plans midstream or mid-year?
Ms. James. Yes. This enrollment, we do follow the
current . law policy and allow beneficiaries to opt out of
their choice and either re-enroll in traditional fee—for;

service Medicare or to choose another option on a monthly

" basis.

Now, there is an exception for the mediéal savings
account plan. _For that plan, only during the annual open
enrollment period in November do we allow change to be
made'for an:MSA; and that is to counter‘some of the
problems with.risk selection.

Senator Grassley. Julie, for the value of the
voucher for MSAs, how is that determined? In other
words, if you live invNew York City would you get the
same amount as if you lived in Iowa?

_Ms. James. Well, there is a Medicaré payment amount
that can be attributed to each beneficiary based on the
payment amount that applies in the area, and then
adjusted for certain demographic characteristics of the
beneficiary, so if they are a young person they get less
than if they are an older person.

And whatever the difference is between the amount of
their high deductible policy and the amount that Medicare
would pay_for that individual can be deposited into a
medical éavings account.
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Senator Grassley. So that amount that would be
deposited would vary from State to State. For instance,
in Florida it could be a lot higher dollar amount that
would be deposited in an MSA as opposed to in Iowa or
Minnesota.

Ms. James. 'Weil, a lot, Senator, would depend on
what the price of the high deductible policy is in the
area as well. So it is difficult to determine exactly
how it would vary. It could vary. It will vary by
beneficiaryAand.it could vary by area.

Plans will‘bevable to market, but they must conform
to marketing standards that have been approved by the
Secretary. All plans must offer the full range of
current Medicare—covered benefits, but they can include
extra benefits and fhey can also offer supplemental
benefit packages on top of their basic package, and
priced separately.

As far as beneficiary protection. and health plan
standards, plans must provide access to care 7 days é
week, 24 hours a day.

We adopt the emergency of the prudent lay person’s
standard for emergency services, which means that if an
individuai goes to an emergency room and they think that
they have a serious.problem, then the plans would be
required to pay for getting that emergency care.
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Plans must be accredited by either the Secretary or a
private accrediting body approved by the Secretary, and
have an ongoing_external quality review program. They
also must have appeals and grievance procedures. They
must take all comers and they cannot discriminate based
on health statué.

'Now, at the top Qflpage 3, number 9, we make
significant changes in the current way that Medicaré

reimburses for private plans. This is what is commonly

'referred~to as-the'AAPCC.

We apply a number of changes to the méthodology,
starting with what they are getting in 1997. We then
apply a blend'of local and national payment rates that
phases down to 50/50 over the 4—year period.

There is also a floor established in.1998 of $350.
There is a minimum percent increase of 1 percent a year,
so that no-plah, regardless of how the other factors that
are affecting their rate are concerned, will go below a 1
peréent increase a year.

We do carve out of the rates the amounts 6f money
that are attributable to graduate medical education and
disproportiohaté share spending, and we do that over a 4-
year period at 25 percent a year.

Then we allow Eeaching hospitals that are taking care
of private plan patients to get an additional payment to
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compensate for the cost of teaching and disproportionate
share, just as they would when they are treating an

enrollee in the traditional Medicare program.

Senator Breaux.  Mr. Chairman.
The Chairman. Yes, Senator Breaux.
Senator Breaux. I would just ask Julie a question.

It is difficult for me to understand this. It is
probably true for everybody. But does the proposed

change affect existing fee-for-service and HMOs the same,

‘or is there a diffefent mechanism for determining the

reimbursement rate for fee—for-service if somebody stays
in that as opposed‘to going into a managed care type of
plan?. |

Ms. James. Well, Senator, the payment rates that I
am talking about right now would only apply to the amount
of contribution that Medicare is going to make on behalf
of an individual who enrolls in a private plan. 1It is
separate————

Senator Bréaux. Any kind of plan?

Ms. James. Any kind of private plan.

Senator Breaux. That is approved.

Ms. James. Right. As opposed to staying in the
traditional'Medicare program.

Senator Breaux. Well, suppose the person wanté to
stay in the traditional fee-for-service plan, how is this

MOFFITT REPORTING ASSOCIATES
(301) 390-5150



()

G nox W N

~J

11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

45
proposal affectihg the reimbursement rate that doctors
and hoépitals receive?

Ms. James. This would not affect that.

Sehator Breaux. So it only affects all the plans
that are listed as being approved plans to be offered,
other than fee—for—éervice.

Ms. James. Right. This is to establish the
capitated amouﬁt for the private plans.

Senator Breaux. '>But the amount that these other
plans would be receiving would still go back to the
adjusted natiohal rate in determining how much it is
going to be, but then you start blending it.

Ms. James. Right. Well, we start with the 1997
rate, Senator, whichvis based on actual fee—for—service
spending in eaéh area. We are trying to move away from
that because of the huge variation that we have and we
are making these adjustments to try to equalize these
payments more across the United States.

So, at this point we are severing the link to fee-
for—seryice. It is starting with the 1997 base year, but
then it goes through and makes all these changes. Then
we arrive at a base rate for each area that isvgoing to
increasg at a factor that is set at per capital GDP, plus
0.5. So regardless of what is happening in fee-for-
service, we now have this part of the program that is
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growing at a predetermined rate.

Senator Breaux. - Alllright.
Ms. James. - So it is separate.
Senator Breaux. It is important for my colleagues

to know‘that the proposal at this point, absent your

demonstrétion project, is still based on HCFA’s setting
of. fees, theh you branch out, but it is still not based
on competition“and-négotiation or bids for the right td

serve Medicare patients.

Ms. Jamés; For the formula‘approach. Yes, sir.
Senqtor Bfeaux. All right. Thank you.
Senator Graham. ~ Mr. Chairman, could I ask a
question?
The Chairman. ' Yes, Senétor Graham.
' Senator Graham. You say that there will be a

minimum percent increase over the previous year. How

Adoes that relate to the annual inflation update, which

will be GDP plﬁs 0.5 percent?

Ms. James. Well, Senator, the carve—put, the blend,
and all of theée-things that are going on with the rates
will have various effects across the Nation on each of
the individual rates.

When you get through doing all of those things, you
look at what the rate is. If the rate is not at least 1
percent higher than it was the previous year, then you
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adjust it so.that it is, so you are assuring on the top
end that you have atlleast a 1 percent increase.

You do the same on the other end. You look and see
that the rate is at least $350 in 1998, so that you have
established sort of a floor and a top end on increase,
and then!you.haQe the formula working over the years to
bring the rates together. |

What‘happené at the top end is that, in the very

high-paid areaS'right now, a lot of the reason for those

payments being SO high is attributable to the fact that
the graddate-medical.education and disproportionate share
payments are incorporated into the payment amount.

| In some areas, Qhen you carve that,out.it is a very
significént amount of money, as much as 25 percent in New
York City, for example.

So in ofder to not just pull the rug out from under
those areas because ﬁow we have beneficiaries who are
enrolled in these plans and are getting a lot of extra
benefits, we have put in this 1 percent minimum increase
to ensure that there will continue to be at least a small
increase in those areas while we are moving to the system
over 5 years. |

Senator Graﬁam. So that would mean that if, let us
say in a particular area your fee-for-service base was

$5,000, but $1[000 of that $5,000 was in disproportionate
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share orfgraduate medical education, therefdre it dropped
the base to $4;000, that the HMOs in that area would
still be cohpensated $5,600, plus 1 percent.

Ms. James. That is correct.
Senator Graham. Is the combination of that plus
setting a base of $350 not going to result in HMOs

receiving more reimbursement than they are today, as a

group?

Ms. James. You mean, total spending on private plan
enrollmeﬂt?

Senator Graham. Yes.

Ms. James. No. There are savings that accrue from

what we have-done here because we are constraining the
annual rate of growth, et cetera.

However, there is also increased enrollment as a
resulﬁ of this.‘ CBO projects that, by the end of 5
years, 292percént instead of 25 percent of beneficiarieé
will be enrolled in private plans. So there are those
things that are going on.

To tell you the truth, I cannot tell you, with the
increased enrollment, whether it would be spending less,
but, per capité, we would be spending less per enrollee
than we are today. |

Senatdr Graham. One last question. The $350
minimum, that indicates that some HMO reimbursement plans
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are going to be at a level above the fee-for—service in
the community, is that correct?

Ms. James. That is correct.

Sehator Graham. Do you have an idea of what
percentage of current Medicare beneficiaries live in
areas where the HMO reimburSement level will be above
fee—for-service?

Ms. James. - We will get that, Senator.

Senator Graﬁam. All right. - Thank ydu.

The.Chairmaﬁ.A ‘Please proceed.

Senator Nickles.l I just need to ask a question. I
still do not understand, ana Bob mentioned this, the
annual‘inflation update will be annual per capita GDP

plus 0.57?

Ms. James. That is correct.
Senator Nickles. What does‘that_mean?
Ms. James. ‘It means, you take the nominal per

capita GDP, which is around 3.5 to 4 percent, you add 0.5

‘percentage points on top of that so that you are at about

4.5 percent, and that is what the rates would increase

each year.

Senator Nickles. By GDP you are talking about————
Ms. James. Gross Domestic Product.
Senator Nickles. Are you talking about an inflator?

Ms. ‘James. No.
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Senétor Nickles. Are you talking about the increase
in GDP?

Ms. James. Right. The growth in the Gross Domestic,
Product.

The Chairman. I see charts on the horizon.

[Laughter]

The Chairmaﬁ. wWhat I would like to do to expedite,
but not cut off, is that we continue with the Médicare
payment. Then when we start Section 12, we go on through
to page 5, where we have changes to the traditional
Medicare program, then open it up to those questions.
But, for:the‘moment, we will continue to take questions
on the Médicare payment, because that is extremely
tricky.

Senator Moseiey—Braun. Thank you.

Well, I just am concerned. This issue was raised in
committee before, Mr. Chairman, regarding the blended
rate. And the decision invthe mark to go with the 50/50
blended rate, I think, will have the effect of stifling
enrollment and beihg a disincentive for enrollment in
these managed care plans.

Looking at the numbers for State of Illinois, it not
only impacts on Cook County, Illinois, which, of course,
is a large county in my State, but also on Hardin County,
which is ;‘small county in southern Illinois, and really
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leads to negative enrollment based on this 50/50 formula.
I just wanted to ask the staff whether you have
looked at these numbers in this way, and was there
actually a decision made that you do not want to see
growth in the managed care areas in States such as

Illinois?

The Chairman. Julie?
Ms. James. Senator, the effect of going from a

70/30 blend to a 50/50 blend, because of all the other

components going on in the change in this payment

"formula, actually makes very little difference. The most

effect it has is to bring'some‘of the lower areas a
little higher.

on the very high areas where we currently have a lot
of enroliment, like Cook County, like Dade County, that
are being affected by a lot of the other things in this
forﬁula, because of the 1 percent minimum update, in
fact, Cook County does not Change between the two
options, and the same is true for a number of thelareas
where we have a lot of enrollment.

We now havé runs that we can meet with staff and show
them. I . think there are some numbers around that I do
not know:where they came from, but we have some runs from
the Congressional Research Service and we would be happy
to meet with staff and go over them.
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Senator Moseley-Braun. I would appreciate that,
because the numbers that I have here suggest a negative
12.65 percent in Cook County, and a negative‘8.07 percent
in Hardin County, again, which is a small, rural county
in southern Illinois.

If you have got some other numbers; obviously we
would be happy to look at them, because I am very
concerned that, given your preface and the statement that

we are moving in the direction of trying to open this

managed care as an option for these plans, this moves in

absolutely the oppdsite direction.
Ms. James. Yes. We would be happy to meet with

staff and show them those things and go over them.

Senator Moseley-Braun. Thank you.
The Chairman. I think Mr. Grassley has comments.
Senator Grassley. I do not have a quéstion. But I

would like to make a comment that supplements the
discussion we have just had from the Senator from Florida
and the Senator from Illinois, not to disagree with
anything, but just to.make the point that, in the whole
effort éf changing the AAPCC, we would like to have an
opportunity for managed care plans in all of America the.
same as they have been very successful in your respective
States, énd a lot of different combinations can be put
together to accomplish that.
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But not only is our goal to get the floor up so that
managed care plans would come to our respective States ——
— and, by the way, there is some question whether or not
$350 is enough to do that, but I think that we ought to
leave that discussion for a later period in a few hours.

But the bottom line of it is, wé ought-to have the
same opportunity for our people to join managed care
plans that constituents in your States have had over a
lbng period of time, and not only to finally get the base
up, but to get the 300 percent discrepancy between a low
county like Alamakee County in Iowa where it is $252 per
month per beneficiary,‘as compared to $768 in Miami, as
an .example. |

It is pretty difficult for us to say to our seniors
that you ¢an,havé eyeglaSSes and pharmaceuticals if you
join a managed care plan in Florida. We do not even have
that oppo;tunity to join a managed care plan in my State,
and we would like to have that opportunity.

It is nobody’s fault.that we have this 300
discretioh; it is the way medicine has been'practiced in
the very States. That, in and of itself, would not
require us to change formulas, but the distortion that
has come over several years of percentage édd—ons from
year to yéar has been a great factor in the distortion.

Senator Gramm. Mr. Chairman?
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TheiCﬁairmah. Phil Gramm.

Senator Gramm. Mr. Chairman, I just want to remind
people, picking up where Chuck left off, that we had a
proposai from the administration to reimburse HMOs at 10
percent below the average reimbursement for fee-for-

service Medicare. That would have meant a 5 percentage

_point across—the—board cut.

The basic problem with that which staff is partially
trying to deal with, is the huge disparity that exists in
the,HMOjreimbursement rate. Many of you will remember my
now—fam@us chart}_ In fact, why don’t you hand me that
chart.

what that chart_shows is that, when HMO
reimbursements are arrived at competitively by Federal
employeeg who choose among literally hundreds of programs

in many cases, thatvthe rates are relatively uniform.

That is phis'blue line at the bottom of this chart. That

is the average monthly payment that is being made by the
Federal'éovernment‘under the Federal insurance program.
The greeﬁ line represents the reimbursement rates
under MeQicare. ~As you can see, there is no relationship
whatsoever between a competitive rice and the price at
which we'are reimburéing.
Basically, what we are trying to do here is achieve

the savings without doing across—the-board cuts. If we
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1 did across-the-board cuts, it would guarantee that, in

2 the areas where you have already got relatively low

3 cost——for example, Lacrosse, Wisconsin, Portland, Oregon,
4 Salt Lake City, Seattle, and in rural areas——it WOuld

5 mean that you would decimate HMOs that are providing a

6 relativeiy low price now, whereas in thé high-cost aréas,

: i
7 you would have relatively little effect.

8 So, by blending these rates, what we are trying to do
9 is to eliminate_sgme of this huge variance and protect

10 low~-cost HMOS? but at the same time échieving the savings
11 that are mandated by the President;‘ |

12 Senator Moseley—-Braun. Will my colleague yield?

13 Sena£or Gramm. Suré. |

14 Senatpr Moseley—Braun. As I understand your now-

15 famous chart, it compares a population of able—bodied

16 people like the folks in this room with a population of
17 seniors who are enrolled in Medicare. Those are two

| 18 different health populations.

19 Senator Gramm. Well, but see, ﬁe simply adjust. To
20 get the red line, you adjust for the average difference
21 in the cost of fee—fdr—service medicine for seniors

22 enrolled in Medicare as compared to the population as a
23 whéle. |

24 ' So if 'you look at the red line which makes that

25 adjustmenﬁ and in essence normalizes the population, what
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it shoﬁs is that we have got a totally random
distribution of reimbursement under Medicare that makes
no sense whatsoever.

Now, we are not going to this red line in what the
committee has done, but what we are doing is trying to
knock dut some of fhese valleys and peaks so that HMOs
can work in rural areas so we do not decimate them in
areas Qhere they have got big penetration and very low

prices, and where we save the money.

Senator Moseley-Braun. Will my coileague yield
again? |

Senator Gfamm. Yes.

Sehator_MQseley—Braun. Without taking issue with

your methodology in creating your now—-famous ' chart, thé
point, I think, has to be recognized that, number one, we
have some debate about the methodology. Putting that
aside for a moment, the issue here is not making rural
éreas competitive with high-cost urban areas, by any
means.

In fact, in my State, Senator Grassley and I work
togethef on a lot of stuff because most of my State is
much like Iowa. i mean, outside of Chicago, outside of
Cook County, I have got a rural State to be concerned
about. |

So the idea, I think, is to try to find balance and
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to try to find common ground where nobody gets hurt, or,
more to.the point, where everyone is encouraged similarly
to move into these more economical plans.

. I guess my only point to the committee and to my
colleagues is——énd we should take a look at the numbers

that Julie is.going to make available to us——is that the

‘blend that we have right now is likely to move in just

the opposition direction and instead of having rural
areas getting rid of the peaks and valleys, What you will

have done is found‘the lowest common denominator, which

will function as a disincentive for enrollment.

Senator Gramm. Mr..Chairman, let me respond very
briefly and I will quit. |

It has got,tb tell you something that Lacrosse,
Wisconsin, on their competitive rate for reimbursement
where Federal empldyees cah choose from some 100
competitive plans, that when they choose an'HMO, that the
reimbursement rate competitively is higher than the
reimbursement rate for a similar competitive price in
Philadelphia, Pennsylvania, yet the HMO reimbursement for
Medicare is twice in Philadelphia what it is in Lacrosse,
Wisconsin. I mean, that clearly has got to tell you
something.

When the competitive price for Federal employees ih
Lacrosse is higher than for Federal employees in
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Philadelphia and yet HMOs are being reimbursed under
Medicare at twice the rate in Philadelphia they are in
Lacrosse, Wisconsin, that tells you something is crazy.

What the staff has simply tried to do with this
blended rate is to make some adjustment for these kind of
problems. There is no other way to do it if we are goihg
to save Ehe money. If we did the across-the-board cut,
it would be far more damaging and would decimate rural
American in terms of ever having these choices. : |

The Chairman. I do not want to shut off this
debate, but I do have to point out that time is expiring
rapidly this morning and we have a very, vefyAlong ways
to go on this mark-up.

So what I am going to ask you to do, Julie, if you
would go up to the changes to the traditional Medicare
program, then we will let there be comments. But I think
we are going to have to expedite things.

Ms. James. All right, Senator.

Severél‘more comments on the Medicare payment. This
blend tha# we are applying is adjustedlfor input prices
so that, to the extent that wages and other costs are
higher in an area, that is taken into account and that is
part of the reason that mitigates that effect.

"I should say that under this proposal we currently
have a range between the lowest and the highest rate of
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247 percent.‘ In 2002, under this proposal, that is
reduced to 111 percent. So there still is a range, but
we cut it about in half.

We also apply a risk adjuster. There has been
researéh that shows that especially the enrollees who
choose to enroll in a private plan tend to be healthier.
The Physiciaﬁ Payment Review Commission did a study that
showed that, on average, the new ‘enrollees used, in the
period immediately before enrolling in a plan, 65 percent
of what an average fee-for-service. beneficiary would use,
and that was ail adjusted, et cetéra, for age and sex.

So there is some concern about the fact that
enrollees are healthier and, thérefdre, should cost less,
SO we have'applied a risk adjustor that really is'a very
minimal risk adjustor. |

What it does, is for new enrollees, the first year
they are in a plan there is.a reduction of 5 percent, the
next year 4 percent, the next year 3 percent, and it
phases down. it becomes effective the first time you
enroll in a plan. It does not start over every time you
change a plan or enrcoll in a new plan.

It also allows people who have been in HMOs before
they turn 65 and before they age into Medicare to not
have that reduction, because we assume that they have
been with the plan, they have established relationships
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with a physician, and they woﬁld not have the same
characteristics of people who are just coming into the
program. SO we db have that risk adjustor.

Then we apply to the Medicare payments the same
policy we have for FEHB payments‘in terms of piohibiting
State premium taxes on the amount of the Medicare
payment.l'

In terms of financial and contracting requirements,
all plans must be licensed by the State. They must
assume full risk for the Medicare benefits. They must
meet sol&ency requirements and minimum enrollment
requirements. |

- Now, beCause we have allowed for provide sponsored
organizations, We have special rules for a few years to
enable these organizations to meet some of these
requiremeﬁts.,

For tpe first three years, through the year 2000,
proQider sponsdred organizations will be able to go
directly to the Federal Government and apply to be
certified as a Medicare plan. They will not have to be
licensed by the State.

The States, however, once they adopt solvency
standards that are equal to those of the Federal
Government and the Secretary certifies thaf they are the
same, then at that point a provider sponsored
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organizétion will have to go through the State.

But until that time the Secretary will develop
solvency standards and certify the PSOs, and their
certification will sunset at the end of the year 2000.
The solvency standards that the Secretary develops will
be determined through a negotiated rule-making process.

We also require that, as part of the contract that
the Secretary enters into with the plan, one of the
contracting requirements will be that the PSO comply with
all State beneficiary protections so that they are on a
level playing field in terms of all of the other non-
solvency standards, if you will, in the State.

We also have a tax.clarification that nonprofit
hospitals do not lose that status when they join a PSO,
regardleSS bf the tax status of the provider sponsored
organization.

We make several changes to policies regarding
Medicare Supplemental Insurance. We allow guarantee
issue, or portability, so that beneficiaries who opt to
enroll id a private plan have up to one year, if they
decide to disenroll, they can be assured of getting their
Medigap cbverage back without having to go medical
underwriting.

We also eliminate pre—existing condition -exclusions
that are now allowed under the Federal standards. When
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benefibiaries currently-have a 6-month guaranteed issue
period upon turning age 65,'Federal law now does allow
pre—existing condition exclusions to be applied, and we
eliminate those.

We also authorize a new high-deductible Medigap
option to be offered in the States, and this would have
an annual dedudtibievof $1,500 beforé the péiicy kicked
in and‘begaﬁ'paYing the cost sharing.

We provide permanent statué for the PACE program.

Senator Chafee. Julie, on those disabled under 65, -
what do they have under the Medigap? They are not
guaranteed to Be-able to——- |

Ms. James. When they become 65 they have———-—

Senator Chafee. No, just take the————-

Ms. James. Right. They have the same-——-—
Senétor.Chafee. The under 65.
Ms. James. We have made no changes to the

provisions-for the under-65.

Senator Chafee. Thank you.

‘Ms. James. _Then we have a number of demonstration
projecﬁs. I mentioned earlier the Medicare medical
savings account demonstration. We also provide for a
competitive pricing demonstration and a Medicare
enrollment demonstration to allow the Secretary to
experiment with competitive approaches to determining the
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payment rates for private health plans.

We extend the Social Health Maintenance
Organizations, or the SHMOs, through the year 2000, and
the Community Nursing Organization demonstrations are
extended for two years.

Senator Baucus. Mr. Chairman, are there any limits
on the n#mber of enrollees in these demonstfation
projects, other‘than the 500,000 for medicél savings
accounts? |

Ms. James. The Social HMOs have limits on
enrollment, and we'have increased those limits from

12,000 to 36,000 for those sites.

Senator Baucus. Yes, 1 see that right here.
Ms. James. But the other ones do not.
Senator Bryan. - Mr. Chairman, could I ask a

procedure‘quéstién?

The,Chai:man.'- Yes.

Senator Bryan. I understood you'asked_us to forbear
on the asking of any Questions until after we deal with
Item 15. I do not want to waive my right to ask
questions on this.

The Chairman. What were you going to say, Julie?

Ms. James. I just have the commissions, then I am
done with‘this section.

The Cﬁairman. Why do we not go through the
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commissions, then we will recognize you.

Senator Bryan. No problem.

Ms. James. The proposal includes two commissions.
The first, is ﬁhe bipartisan commission on the future of
Medicare. This is a commission that will meet for one
year and develop recommendations for Congress on the
changes that are necessary for the long-term health of
the progfam, and will also address the issue of financing
for graduate medical education. 4

The second, is a change in the current commissions
that we have thét advise Congress on all these various
payment pblicies. We combine ProPAC and PPRC into one
new commission called the Medicare Payment Review
Commission...so that concludes the CHOICE section.

The Chairman.  Senator Bryan. |

Senator Bryan. Mr. Chairﬁan, I thank you very much.
If I might ask Julie some questions with respect to Item
12 on page 3. The first question is, during the period
of pendency in which the Federal regulations are to be
developed for solvency standards would any Federal
waivers be issued during that period of time?

Ms. James. No. PSOs could not be contracted with
the Secretary until the standards had been developed and
the Secretary determined that they met the standards.

Senator BrYan. Thank you. That answers one
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question.

The next question I have, and I have no problem with
the concept that you have advanced that the financial
standards be developed at the Federal level, is a follow-
on. Would there be a reasonable period of time before
those ﬁew Federal solvency standards go into effect for
the Stétes'to comply, for example, a period of, say, 6
months, or a comparable period?

Ms. James.‘ Senator, we do not provide any special
period 'of time. I should mention that we call for the
Secretary to issue interim standards and then to enter
into a negotiated rule-making £o adopt the final
standayds.

We‘db not proQide for any gap between the time that
the standards are developed to allow the States time to
act, so during that 3—-year window, once thé State acts
and has;met~those solvency requirements, they would be
abie to go forward,.but also the Federal Goverﬁment could
go forward to contract with the PSOs until then.

Senator nyan.' I appreciate your'response.

Mr.. Chairman, I know you are trying to move it along.
My concérn, and I have discussed this with staff, is that
I believe that a Medicare beneficiary, irrespective of
the choice he or she makes—-and I do not have. a problem
with thg provider sponsored approach that you are taking-
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—is that every Medicare beneficiary would be provided
with the same consumer protection provisions that are
allowed under State law.
My concern is that, if you do not have.that, then you
leave some who choose a PSO .to, in effect, go through a

Federal process which would be much more difficult, and I

would,respectfully suggest that that engenders a lot of

confusion, potential confusion, among beneficiaries.

If some reasonable period were allowed—-—-and I am
talking about a reasonable period of time after the
Federal standards for solvency are eStablishéd——for'the
States to comply, then in effect you would get the States
to cert;fy immediately and you would obviate the problem,
still being able to establish_the.financial Standards for
solvency at the Federal level that you seek to
accompliéh,

We Will be discussing that in an amendment} i know,

but I just wanted to make that concern known.

Senator Baucus. Mr. Chairman.
The Chairman. Senator Baucus.
Senator Baucus. Mr. Chairman, I want to ask on Item

16, the commissions, particularly the National Bipartisan
Commission on the Future of Medicare.

Howldoes that differ from the so;called National
Bipartigan Commission on Social Security that I think was
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established in 19837

Senator Moynihan. 1982, I believe.

Senator Baucus. 1982. Thank you, Senator Moynihan,
which you served on.

I am asking because, as I recall, and Senator
Moynihan.will know much more than I, I believe there were
not only_public sector, but there were private sector
members on that commission.

Senator Moynihan. There were.

Senator Baucus. It is my belief, frankly, that that
commission did a great job. That is, there were public
and privéte sector peéple on that commission, bipartisan.

My concern is, looking at the composition of this
commission, that it looks like it is not necessarily
private sector peoplé. In fact, it could well be no
private sector people.

Ms; James. | Well, the Social Security Commission was
established by executive order in 1981 by President
Reagan. Qf the actual appointments to the commission,
half of them'were appointed by Congress, the others by
the President.

I believe that there was actually a private sector
appointee at that time, you are right, by Congress. This
would allow that same flexibility in appointment, it
would just be left to Congress to decide who could
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actualli be appointed. The mission of this commission is
modeledtafter the 1981,'1982, 1983 commission. It
concludgd in 1983.

Senator Baucus. Was that a one-year commission,
too?
Ms. James: _'At'that time the executive order did

establish a 12-month period. They received two

' extensions, actually, and that is why they completed in

January of 1983.

Senator Baucus. I just believe there should be some

-indication here that there should be a significant number

of private sector people on this commission in addition
to members of the House and the Senate.

Ms. James. We attempted to leave flexibility for
the leadérship and not to overly direct the President in
who his éppointees may be, or Congress, in that regard.

Senator Baucus. I see that.

Ms. James. That is obviously left to them.
Senator Baucus. As I read it, all 15 members could

be members of Congress.

Ms. James. That was actually a concern during the
Social Security Commission, too.

Senator Baucus. It is my concern, too.

Ms. James. I think Mr. Sweeney was appointed by the
Senate, along with, I think, Senator Moynihan at that
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time.

Senator Baucus. Again, Mr. Chairman, I just think

‘we should find some language some way to make sure that

there is significant private sector participation.

The Chairman. Well, we will be happy to work with

. you on that.

Senator Baucus. Thank you.

Thé Chairman. I would point out,that-the:bill
language does pfovide for that.

Senator Baucus. Well, it allows it, but does not
require it, at least in the description here.

Senator Moynihan. Could I say to my friend; Mr.
Chairman, I thiﬁk we should presume it and that we have a.
legislative record here that says that. |

Senator-Baucus. Right. Right.

The Chaifman; Very good.

Shall we proCeed?

Ms. James. All right. We are going to proceed with
changes to the traditional Medicare system on page 5.

The first section relates to PPS hospitals. This is the
bulk of hospital payments under Medicare. |

First, we establish a calendar year basis for
hospitél payments, moving from the current fiscal year
basis, ana then we adjust the update for 1998 by minus

2.5 percentage points, and then set it at minus one
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percentgge points for the rest of the 5-year budget
window.

We reduce hospital payments for inpatient capital by
10 pefcent,’and we provide that an adjustment be made for
reimbursements for property taxes.

We amend.current capital payments for capital asset
sales to reflect sales price equal to book value. This
is a provision that the administration suggested.

We apply the hospital transfer policy that applies
when a patient is transferred from one hospital to
another hospital to transfers to PPS-exempt hospitals,
skilled nursing facilities, and home health facilities.

We adjust the disproportionate share payments to
hospitals, we change the formula to better reflect actual
uncompensated care being provided by hospitals, and we
phase down the payments over the 5 years by about 4
pefcent a year.

We eliminate graduate medical education and
dispropoftionate.share add-on payments to outliers.

These are the very expensive cases for which hospitals
receive péyment above the PPS amount.

We reduce bad debt payments to providers, Medicare
reimbursement for bad debt, to 75 percent in 1998, 60
percent in 1999, and 50 percent in future years.

We increase pafments for Puerto Rico’s hospitals.
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They have a different formula for paymentvand we make an
adjustment to that formula.

We establish a permanent payment for hemophilia

“clotting factor so that that is paid separately from the

PPS payment to a hospital when they treat a hemophilia
patient.’ | | |

Are there.quéstions on the PPS ﬁospitai policies?

[No response]

The Chairman. If'not, please proceed.

Ms. James. All right. On PPS-exempt hospitals,
these are the hospitals that are currently reimbursed on
a costvbﬁsis, subject to certain limits. There are a
number of.difféfent types of hospitals, including
rehabiliﬁation, psychiatric, long—tefm care, cancer
hoSpitalé, and‘children's hospitals.

We éall for the establishment of a PPS system——PPS
means prospecfiVé payment--for rehabilitation hospitals,
beginning in fiscal year 2001) and we also.call for the
necessaryidata_to be collected so that the PPS system for
long—termlhospitals can be implemented.

. We reducé the annual update for PPS-exempt hospitals
by 1.5 percent points on average, although we give a
higher upéate to the lower-reimbursed hospitals and a
lower updéte to the higher-reimbursed facilities.

We reduce the incentive payments that currently are
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given to PPS-exempt hospitals. Currently, to the extent
that they come in under their target amounts, it is split
50/50 with the program, and we reduce that to 10 percent.

We change relief payments that are targeted to those
facilities who have very, very low cost basis and,
because of that, have trouble keeping their costs belon
their targets. |

We reduce hospital capital payments for
rehabilitation, longéterm care, and psychiatric hospitals
by 15 percent.

Then we make‘SQme changes in the cost limits for
existin? rehabilitation, long-term care, and psychiatric
hospitals. We establish a floor of 50 percent of the
national average and a maximum amount of the Qch
percentilevfor each category.

Then we establish new payment criteria for
establishing the basis for new facilities and we limit
that so they do not exceed 130 percent of the national
average..

Thenvwe grandfather certain long-term care hospitals
that were established prior to September 30{ 1995 that
were established within a hospital.

The Chairman. Any questions?

[No responsel

The Chairman. If not, please proceed.
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Ms. James. For graduate medical education payments,
Medicare makes an additional payment to hospitals for
each of the patients theyltreat for indirect medical
education.

We slowly phase that amount down over 5 years and we
establish, for direct medical education, which is the
amount tﬂat Medidaré reimburses per resident in a
teaching 'hospital, a cap on the number of residents that
qualify for direct medical education payments.

Theniwe havé the payback of the amount of money that
has been carved out from the payment rates to the private
plans so fhat) again, when a teaching hospital treats a
Medicare brivate plan patient, the amount that the
teaching hospital gets paid for caring for the patient is
negotiated with the plan, but there is.an édditional
amount that Mediéare will pay to compensate for the

additional cost of medical education and disproportionate

share.

Senator Breaux. Mr. Chairman?

The Chairman. Yes, Senator Breaux.

Senator Breaux. Is all this under the definition of
micromanagement?

Senator Moynihan. Mr. Chairman, may I offer a
suggestion?

The Chairman; Yes.
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Senator Moynihan. As we bring HMOs into the
Medicare system more and more, we would have to make
provision for teaching hospitals because HMOs do not do

that on.their own.

Senator Breaux. Well, I agree with that.
The Chairman. Please proceed.
Ms. James. Z‘Fbr'hospital outpatient departments, We

currently have a problem in the reimbursement for
hospital outpatient department services where there is a
flaw in the formula for determininq reimbursement and,
therefote) Medicare does not get offset, dollar for
dollar,;the amounﬁ that the beneficiary pays. This also
has led to an increase in the percentage that the
beneficiary actually pays in cost shafing.

We call for'the establishment of a prospective
payment  system beginning in fiscal year 1999, and we also
phase dgwn that percentage fhat the beneficiaries pay for
cost shéring.-‘

At ﬁhe top of page 8, hospice services. We make a
number of improvements in the hospice program. Skilled
nursing;facilitiés. The proposal calls for the
establiéhment of a prospective payment systém for skilled
nursing facilities. |

This is something that the administration has worked
with thé industry on for a long time and this is ready to
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begin to be transitioned in over a 4-year period, and it
will be a per diem prospective payment system for skilled
nursing facilities, so there will be a set amount paid
per patient, per day. |

On home health care, home health care has been

‘growing since 1988 at an average annual rate of 37

'perceht. It is'one of the, if not the, fastest-growing

areas in Medieare. It is an open-ended benefit. It
provides valuable services to beneficiaries, but- the cost
of the home health services has been escalating.

.We‘have included a number of payment reforms here to
try tojstem.that growth. We establish an interim payment
system that was recommended by the administration for the
period until the yeai 2000, and then call for a full
prospective payment system for home health services to be

implemented in the year 2000.

Senator Moseley-Braun. Mr. Chairman, may I?
The Chairman. Yes.
Senator Moseley-Braun. Ms. James, is it not a fact,

though, that the home health care, even though the
payments have escalated, is still a cost savings,
particuiarly with regard to the long-term disabled,
because those people_then do not have to be
institutionalized. Institutionalization costs are higher
still tﬁan the amount that is being spent or paid for by
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home heglth care.

Ms. James. I think there is no question that, to
the extent that home health care can replace
institutionalization, there is a savings.

Senator Moseley—Braun. Thank you. I just think

that is important to say, as you talk about how fast the

costs have been growing in this area.

Ms. James. Right.

We hake a number of technical changes, such as
requirihg that payment be based on where the person
resides and the services are delivered as opposed tol

where the agency is, so that if an urban agency is

delivering services in a rural area, then the rural rate

applies.

We eliminate periodic interim payments which were
designea.to improve.the cash flow to agencies and we
eliminate those with the establishment of the prospective
payment'system.

We also clarify the benefit and ask the Secretary to
study and recommend appropriate home-bound criteria, for
the definition Qf home-bound, which is what is required
to get home health services.

Theh, beginning in 1998, we define a Part A home
health benefit, as well as a Part B home health benefit.
For Part A, it will be home health visits up to 100
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visits that follow a hospitalization. All other home
health visits will be in Part B.

We phase this transition in over a 7-year period so
that thé benefits that are being shifted over to Part B
are slowly being paid for by Part B over a 7-year period.

'Then-consistent with other Part B services, for the
Part B benefits we establish a beneficiary cost ‘sharing
of'$5_p§r visit, Agencies can bill this on a monthly
basis, And it is cappéd at the amount of the annual
hospitai deductible.

So, in Part A, the patient has gone into the

hospital, paid a deductible, and then gone home and can

get up to IOO-visits.' On the Part B side, the patient

- has usually not been hospitalized so, to sort of even out

both sidés,.we'establish the out-of-pocket limit on the
Part B s&de at the amount of the annual hospital
deductible. .

Then we also‘require that beneficiaries receive a
Medicare. explanation of benefits so they see the amount
of serviées that they have received on home health.

{ .
Senator Nickles. Julie, we have the $5 co-pay or

.cost sharing for home health, which would be new, and I

am assuming that right now you have a Federal program
that is 100 percent paid for by the Federal Government,
with no }imits on visits, so you have a program that has
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exploded in costs. I think in 1990 it was $4 billion,
and now it is, what, $20 billion, in that neighborhood.

So did the committee consider, say, for home health
visits for persons with incomes above 100 percent of
poverty a 20 pe;cent co—pay?

Ms. James. .No, Senétor, we did notvconsider any
difference in cost sharing based_on income.

Seﬁator Nickles. I think it is something we should
look at. I know it may not be the most popular, and
correct me if I_am wrong, but I believe this is the
fastest;growiﬂg component of any entitlemeﬁt program,
certainly of Médicére, with the Federal Government paying
100 peréent of it, no matter whatvthe income level of an
individual might ‘be. The committee has courageously
added the $5 cq—pay, and it would have some impact, so I
think that is to be commended.

But I think if yoﬁ are really going to reform the
system at some point, aﬁd I~mention‘individuals with
inéomesiabové 100 percent of poverty. I am pulling that
out, thére may be a better level, but at some point we
should have a co-pay.

Somg people think that would be on the premium. I do
not think so. I do not think charging people more
premiums:will impact the behavior. I think if you had a
20 perce?t co-payment for the benefit received, it would
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have, possibly, a significant change in behavior.

So I%mentiqn that. Could maybe at least the
committee or staff give me some information on what that
would mean, dollar-wise?

Ms. James. We can try to find that oht, yes.

Senator Nickleé. Also make it possible for me to

receive a lot of phone calls in the next 24 hours.

Ms. James. All.right.

The Chairman. All right. Do you want to proceed,
Julie?

Ms. James. Yes.

The Chairman{s mark includes three new categories of
preventive benefits for coverage under Medicare. The
first, is‘to expénd mammography screening to-aliow
payment fbr annual mammograms for women over the age of
40; the second is to allow éayment for colb—rectal cancer
screening, and we leave the decisions as to what
procedures and the frequency, et cetera, of those
procedures to the Secretary, in consultation with experté
in the field.

Senator Moseley-Braun. With regard to the
mammography screening, we had raised the issue that there
is a co-payment associated with that which will just
impact negatively'on those at the bottom of the income
scale. If Senator Nickles’ point is well taken regarding
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having the ability to pay factor in this, I am afraid
that the proposal, without having some waiver on that co-
payment, is just going to make it less likely that poor
women will get mammographies. I do not think that is the
direction in which we want to head.

Ms. bames. Yes. For all of these services, for the
lowest income, of course, Medicaid will pay the cost
sharing for those people, for the cost sharing on these
preventive services for those that are under 100 percent
ef poverty and are qualified Medicare beneficiaries in
the Medicaid program. So the lowest income are taken
care of’in terms of the co-pays.

Senator Moseley-Braun. But the working poor would
have to come up Qith———— |

Ms. James. Above 100 percent of poverty, the co-pay
would apply. But 90 percent of people, however, would
have supplemental coverage that covers those.

Senator Moseley—Braun. Again, I think that, if
anything/ we ought to take a look et that. For those
people, for the working poor women who need
mammograéhies, this is the'group that is most at risk.

I just think we ought to be able to do a little
better in terms of not requiring people who cannot afford
it to have to make the co-payment in this case.

‘The Chairman. Please proceed.
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Ms. James. All right.

The third is a new diabetes self-management benefit
that would provide payment for self-management education
for diabetics, as well as pay for certain equipmsnt that
they need.

On physicians and other health professionals, we
implement a single conversion factor for the physician
fee schedule.known_as the RBRVS fee schedule.

Theré are currently three different conversion
factors, Which is the determinant of how much you get
paid for‘a procedure.. We combine those into one,
beginning in January 1998, and we also revised the
formula for deterhining how much of an updste————

The Chairman. I ask that the room be in order.
Julie islentitled to be heard.

Ms. iames. We revised the system for determining
the update each year that physicians will receive on
their Medicare payments.

Then Qe-provide for a 4-year transition périod for
the issue known as the practice expense component of the
fee schedule. This is to determine the overhead costs,
if you wiil, that are incorporated into the fees that are
paid to physicians.

This is to go into effect in January of 1998, 100

percent into effect, under current law. Because of the
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size of the impact, especially on some types of
specia;ties, we allow for a 4-year transition to mitigate
the impact of the:changes.

Senator Nickles. - Julie, you do not change the
recommgndations’on reimbursement, say, for specialties,
you just delayed the impact or phased the impact in ovér
4 years.

Ms. James. That is correct. But we begin with a
very small step of just taking 10 percent of the amount

of money that would'be reallocated and do that in January

of 1998 éo that there is time to further réfine the

information that is available in térms of this. We have
called for a GAO study of this.

Dr. Vachon. There is a requirement for a very

thorough GAOlstudy of the entire methodology and the data

that isi used to underlie the administration’s proposed
revisioh of practice expenses. That will be done within
6 monthé.

Sen;tor Nickles. I have not quite understood. So
we have time for additional study, we are asking GAO to
study it? Some of the reallocation, I guess, or some of
the chaﬁges on specialties were very significant.

Dr.‘Vachon. In the first year they are very modest
and we have data simulations done by HCFA, and we can
provide}those to your staff.
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Seﬁator Nickles. No. My question is, are you
planniﬁg on phasing it in as the proposal was, or are we
going to have a chance to revise the proposal for, say,
heart surgeons, neurosurgeons, and some of those? Some
of the changes were pretty draconian.

Dr. Vachon. By doing a special rule for 1998, doing
10 perdent of the redistribution, that effectively gives
us a year or yéar and a half to thoroughly study this
matter and revisit it before any major revisions are
effected.

Senator Nickles. All right. So in this bill we are
now moving down a path that automatically assumes that we
are goihg to do everything in the original proposal.

Dr. Vachon;‘ No, sir.

Senator”Nickles. So you are saying 10 percent, then
we will have a chance to have an additional study on it.

Dr. Vachon. The bill specifically calls for a
thorougﬁ GAO sﬁudy; as well as required consultation by
the Secfetary'with physicién organizations.

Senétor Nickles. And we are not marching down a
path that is irrevocable, accepting the recommendation of
a year ago that a lot of people was on not very good
data. |

Dr. Vachon. Not at all, sir.

The;Chairman. You want to proceed, Julie?
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Ms. James. We also include a provision that has
been reported out of this committee many times to provide
expanded’direct'reimbursement for nurse practitioners and
physiciap assistants.

On laboratories, we reduced the annual updates by 2
percentage poinfs and slightly reduced the cap on the
payment amounts. We also called for specialized carriers
to proceés laboratory ciaims similar to what has been
done for durable-medical equipment.

On durable medical equipment, we also reduced the
annual iQflation update by 2 percent points each year for
the 5 years‘and we reduced the payments for home oxygen
by 25 pe#centvin 1998, and an additional 12.5 percent in
1999. This conforms to information that we received from
a study by GAO. |

Senator Graham. Mr. Chairman.

The Chairman. Bob.
Senator Graham. I just want to state again, as I

said during the workshop session, I think that these
recommendations on durable medical equipment, in light of
the facts that we have before us, are exﬁremely timid.
The reality is that the General Accounting Office,
others whé have looked at this issue as recently as last
weekend, a major national television program, have

focused on the gross overpayment by Medicare in this
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Just to say that our response is to reduce the
inflation rate by 2 percentage points I think is woefully
deficient, and fefocuses the fact that we, Congress, are
the ones responsible for these egregious overpayments.

So. I would hepe that when we come back'to the
amendment secfion, that we will have some more aggressive
proposals to make»in this area, which is a significant

i

area of overpayment and abuse.

Senator Baucus. Mr. Chairman?
"The Chairman. Senator Baucus.
Senator Baucus. V_Mr. Chairman, I have some of the

same views as the Senator from Florida. I might ask the
staff how they arrived at this fiéure. Obviohsly the
staff Was,aware of these charges, that these suppliers
had been overehargingiMedicare, and I am just curious how
the staff dealt with those charges, how mueh they looked
into the charges, and how the staff came up with this 2
percenﬁ figure. | |

Dr. Vachon. On the 2 percent figure, the Health
Care Financing Administration has an ongoing study, whose
resulte we are waiting, on charges for durable medical
equipmeﬁt. They call it in here a reasonable study. I
believe they may want to address that question directly.

! .
They have been looking at the top 100 items for DME.
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SpedifiCally, some of the issues in the 20/20 piece
you are ieferring to, Senator, I understand have been
resolved, for‘eXample, the wound care situation. But,

clearly, there is a serious issue regarding how Medicare

~can be a prudent payor, can more accurately get prices,

and be a;more flexible purchaser. That is something that
will require furthe; recommendations.

Senator Baucus. I'see Dr. Vladeck is here. I might
ask what'HCFA‘is doing on this ongoing study.

Dr. Vladeck. Well, we are trying to determine

appropriate market prices, sir, for approximately 100

'high—volume-items of durable medical equipment and

supplies; and the'préliminary findings are, frankly, that
our payménté}langet by statutory formula, are all over
the lot.

In aimost no instance are they below market valﬁe,
but in mény instances they are relatively close to what a
COmpetifive market might provide. 1In oﬁher instances,
they are as much as 2 or 3 times as much as another
purchaser could purchase on a wholesale basis.

We aré still refining some of that information. But,
again, each of those items currently has a price set by
statutory.formula.

The C?airman. When do you expect that study to be

completed?
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Dr. Vladeck. I think the next 60 to 90 days.

Senator Baucus. I would think we would take
advantage of this study somehow, because I think Senator
Graham ié onto something here. I think it would be
foolish fof us not to take advantage of this opportunity
to try to addresé it.

Dr; Yachon. "Senator, may I make the point also that
in the Cﬁairman’s mark there is a provision to give the
adminiétrationfsome additional flexibility in adjusting
prices where there 'is evidence either of grossly
deficient payments of grossly excessive payments, and we
think that will address the issue, in liéht of the kind
of data that HCFA is now collecting as well.

Senator Graham. The trouble with that is, that
treats as if this were an aberration, that every once in
a while tpere is a gross overpayment. The fact is, this
is not an aberration, this is a consistent, systemic
issue and a licenSe_to receive payments at above the
market rate becauéé we have arbitrarily set that to be
the price list.

I think that we need to aggressively pursue this area
and do itlnow while we have the matter before us, rather
than waiﬁ for another 5 years when we will be back at
this again with billions of excessive payments having

been made in the interim.
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The 'Chairman. Well, I would suggest that staffﬁ
with you, Bruce, and representatives of yours, get
together and see if any further recommendations can be

made on this matter.

Senator Kerrey. Mr. Chairman?
The Chairman. Yes.
Senator Kerrey. May I just make the point here that

I really:think this uhderscores the need for the
amendment that I know Senator Breaux and others are going
to offer later to establish in law an office of
competition in HCFA, authorizing HCFA as well to use a
much more competitive bidding process to détermine what
the pricé is going to be.

It is going to be awfully difficult, it seems to me,

if we maintain a price list of goods and services that we

are willing to pay out; for us to come in and make a

determination with GAO and other sorts of studies
evaluating‘it;

I mean, can you imagine if we were building our
highway system with a price for every single thing and we
were paying out contractors throughout the country?

The Chairman. I have to say that I agree that price
and wage controls are not very effective.‘

But we will proceed. Ms. James?

Ms. James. Yes. We also do a similar policy for
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ambulance services and ambulatory surgical centers. Then
we provide new payment rules for the few outpatient drugs
that Médicare_covers, The Part B premium is extended at
25 percent. The 25 percent level is due to expire in
1999. |

Then we have a rural package that has policies that

.support sole community hospitals. We reinstate Medicare-—

depeﬁdént hospitals. We expand the ICRCH program for
criticél access.faéilities. We grandfather rurai
referral cenﬁers énd apply certain policies to help them.

We;reformfpayhéﬁts'tq rural health clinics and we
establish reimbursement for telemedicine or telehealth
serVices in rurél aréas that are designated as health
professional shortage areas.

Other proposals include permanently extending the

secondary payor authority, where Medicare pays secondary

to private coverage for beneficiaries who have private
group coverage, and we increase the length of time for
secondéry payor for end-stage renal disease patients to
30 monghs. |

We clarify certain policies regarding the time and
filing limits for.going back and trying to reconcile the
secondary payor issues. We include a number of anti-—
fréud a@d abuse provisions, including additional
authority for exclusion and civil monetary.penalties,,and
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improvements in program'integrity, including requiring
surety bonds, requiring the provision of identification
numbers, et cetera.

Thén we also require that skilled nursing facilities
submit all bills for Part B Medicare services for
patients that are in those facilities.

Finélly, we. have two provisions that are intended to
address the long-term problems of the Medicare trust
fund. The first, is to conform the eligibility age for
Medicafe to that for Social Security, which slowly phases
up to ége 67 in the year 2027.

'Welextend the Medicare Hospitai Insurance tax to all
State and local employees. Those hired before April
1986, at thefdiscrétion of the local or State government,
may be exempt from that tax. About 98 or 99 percent of
those peoﬁle do end up qualifying for Medicare coverage.

Mr. Chairman, that concludes the Medicare portion.

Thé Chairman.' All right. We will proceed, then;
with Medicaid.

Senator Moynihan. Well done.

The Chairman. She is not off the hook yet.

[Laughter]

Senator Nickles. Mr. Chairman, do we have two votes

right now?

The Chairman. Oh, we do right now?
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Senator Nickles. I think we do.
Senator Moynihan. Yes, we do.
_Senator Nickles. We have two votes, I believe,

starting at 12:00, just for your information.
The Chairman. Well, this may be a good time to
i
break thén. Then we are going to have the caucuses on
both sides of the aisle. So come back here, I would like
to say, at.2:00.} For how long do the caucuses go on?
Senaﬁor Nickles. Until 2:00, and I think the

Democrats go until 2:15.
The Chairman. 2:15. All right. Well, we will come’
back here atv2:15:then. The committee is in recess.

[Whereupon,bat 12:05 p.m., the meeting was recessed.]

MOFFITT REPORTING ASSOCIATES
| : (301) 390-5150



B oW N

11
12
13
»
15
16

17

.18

19
20
21
22
23
24

25

‘ e ’ : .'1
e, - A '
; IS\ 1y
! ! e
5 DR ) et .

Ve ™K F TERNOON SESSION
[Time noted: 2:40 p.m.]

The Chairman. The committee will please be in

‘order. Julie, I would ask you now to proceed with the

Medicaid provisions.

Ms,'James. We are now on page 13 of the summary
document, the June 16 summary document. | |
The Medicaid program, the instructions to the
committee are to achieve $13.6 billion in savings over

the five-year period, and his package does meet those
requirements. The Medicaid package has been put
together around the following principals: First, to
enhance the ability of State and the Federal Government
to meet;the health care needs of vulnerable
populations, to slow the growth of spending on
Medicaid, to imbrovement management of the program, and
coupled with the child health initiative to increase
access Eo health care coverage for children by buildiné
on existing relationships between the States and the
Federal Government.

There is a package of flexibility reforms for the
Medicaid program. The first is to allow mandatory
managed care without waivers as part of this. This is
for all but the dual eligible population, those that

are eligible for both Medicare and Medicaid.
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Many of the requirements that are currently
barriers to managed care for Medicaid would be removed,
such %s the 75/25 provision that requires a certain
a%ouﬁt of commeréial enrollment, et cetera.

The threshold for Federal review of contracts has
changed from $100,000 to a million dollars. States
WOuldibe allowed to.usé primary care case management
withoﬁt a waiver. And there are ceftain quality
standards related to managed care that are included in
the mark.

Second is répeal of . the Boreh amendment that

relates to provide payment rates. These provider

‘payment'issues will now be determined by the States and

there;will be no Federal right of action for providers.

‘And States must provide public notice of their payment

rates and the methods used to achieve those rates in

their State plan.

Senator Rockefeller. Mr. Chéirman, just a
question to Julie. 1In the last'question you wefe
talking about mandatory managed care without waivers.
At one point in this process there were not protections
for consumers. It séemed to me that you mentioned it
just now. Has that just been put in.

Mé. James. There are consumer protections.

Senator Rockefeller. There are protections as
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‘Ms. James. Yes, and they are éutlined in more
detail in the modification document that was handed out
today.

Senator Rockefeller;- All right.

Ms. James. All right.

Senator Rockefeller. Thank you.

Ms. James. The third flexibility provision is to

‘allow: Medicaid rates to apply as far as cost~Sharing

' réquirements,for thoée'people who are éligible for both

Medicaid and Medicare. And those are referred to as
the qua}ified'Medicare beneficiaries. So that Medicaid
ratesfcould be.considered payment in- full.

[

Fourth is that States could enter into selective

contracts with providers without the need for a waiver.

Now the bulk of thé savings in the Medicaid
packagé come from changes. in the allotmehts for
disproportionate.share-payments to hospitals. We make
a numbér of changes by imposing freezes, making some
gradual reductions and reducing the amount of'dish
money that's claimed for mental health services. And
we also restrict payments for institutes for mental
disease.

On expansion of Medicaid eligibility, the states

would have the option, I'm sorry, to allow disabled SSI

1
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beneficiaries with incomés up to 250.percent of the
Federal poverty level to buy into Medicéid on a
slidin@—scale basis.

Weialso inClude in :the Medicaid‘paékage the option
for the‘pace program. This is the program. that

addresses the needs of the frail elderly which was also

o describéd in the Medicare'section} 'dethis'is a
-program;thatvtries to-Coordinate care'undér'both~

'Medicare and Medicaid for frail élderly-beneficiaries.

- Items 8, 9, TQ;'and'1T,are‘admini$trative'
simplifications of requirements.in thp Médicaid progrém
that have not proven to:bé éfféctive._;Andvthese were
all sugéested by the Adminisfration.fp ”

Ana then iteﬁ npmber_12popppagé.15‘rélatés to cost
shafing; States would befpermittéd_to establish cost-
sharingiamounts fpr benefits fof those populations who
are ndt;required to be covéred'undef=Féderal law. So
for the;mandatofy populatiqns_the.pOpﬁlations that are
require@ to be covered uﬁder_current law,'there‘would
be no cpst shariﬁg, but it would be éllpwed for those
populations that are covered at the Stétes? option.

Senator Nickles. Julie, that is det current law
as it eéists today? Some proposals are to expand
Medicaié coverage with this, for example, on children?

Ms. James. Correct. Cost sharing would be
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allowed unless it is one of the populations that is

mandated to be covered under Medicaid.

Sehator Nickles. Underbpresent_law?‘.
Ms. James. Correct.
Senator Nickles. But if that present law was

expanded, that coverage would -—
Ms. James. This would cbnfdr@_to that,'yes; If

it was going to be expandéd’as'é~méhdétbfy'population.

Senator'Nickleé. Is there a limit on the cost
sharing? | o

Ms. James. Yes, theré are iiﬁitS}

Senator Nicklés. ‘Limité:of:a'befcentagé?

Ms. James. As far as the percentage of income.

Senator Nickles. No,»ié thére;a'limit on the

cost sharing?

Ms. James. There is a total;annual,iimit'on the,

.amount of cost sharing that a family would have to

bear.

Senator Nickles. -Is'there‘a percentage?

Mr. Smith. Senator, there would be a limit of 3
percent of the family income for those, I believe, up
to 150 pércent of poverty and a limit to 5 percent of
total income --

Senator Nickles. What about as far as percentage

of the cost?
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Ms. James. It is up to the State.
Mr. Smith. That would be an annual limit.
Senator Nickles. I understand that, but the

State could set a cost sharing of 20 percent —

Ms. James. The State would determine ——
Senator Nickles. -— or up to,25,péICent?'
Ms. James. Exactly. The Staté:WOﬁid:détermine

how to set those cost sharing. _
-Sénator‘Nickles. Up to 50 percehtithe_state
would have'that option.
Ms. James. As long as they did nOt é§ceéd-the
limitélfor a fémily, yes. |
Sgnator Nickles. I understanai' Tbank'you._
Ms. James. Number 13 amends'a provision'that was

in the Health Insurance Portability’and-Aécountability

Act last year that relates to criminal pénélties for

‘asset divestiture in order to qualify'for Medicaid.

This clarifies that that provision was intended to
address those individuals who assiét'péoplé;in
divesting of their assets solely to qualify for
Medicaid.

Senator Chafee. What about‘the peoplé themsel?es
who do ft? Who do the divesting?

Ms. James. There are already procedures on the

books for people who divest their assets and then
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repoft to the State.

'Senator Chafee. They would be ineligible for ——

Ms. James. Right. Right. So they are
ineligible for a period of time.

Senator Chafee. A Thank yoh.

Ms. James. And number 14 is a study on eafly

periodic screening, diagnosis, and treatment.

Services, this is an area where there have been some

concerns expressed about this is implemented and we've
calied on the Secretary_you consult with,cher
interésted parties ‘and Stﬁdy what the effects of this
provision have beeh.

Senator.Rbckéfeller. “Julie, thereliS~some —— Mr.
Chairman,. I apologize. There are somebgovernors that‘
wbuld like to see this happen so that in fact, you
know,:that program will disappeér the EPSDT. And this

is just simply a benign study; is that what it is?

Ms. James.'~ Yes, Senator.

Senator Rockefeller. It has.nothing'behind it?
Ms, James. No, it's simply a study.

The Chairman. Please proceed. |

Ms. James. Number 15 is increasing the Federal

matching percentage for the District of Columbia. That
percent is currently 50 percent. This increases it to

60 percent for a period of three years, through fiscal
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year 2000.

Number 16 there are currently‘caps-on the amount
of Medicaid spending for the territories and this
provision raises those caps.

Senator Kerrey. Can you=eXplain'thisAFederal
matching for the District, is that.esSentiallyAan
Administration propOsal? AIs=that'rationalization? We
have a distressed area'here and there is a need to
increasé the Federal match as a.consequence} isnthat
the‘rationalizaticn being used?

Mr. Smith. Yes. ‘Senator, the Administration

-or1g1nally proposed a 70- percent Federal match through

~-the f1ve —year period of tlme This does not go that

far, but the rationale is that tneSbistrict is:facing
financial constraints and it is a Way'of -

Senator Kerrey. So let us say a: reces51on hits
one partlof the country or a communlty 1s partlcularly
ravaged by some natural disaster or some sort_of thing
and they' experience prolonged difficulty with their
budget, does this.establish a precedent for us to be
doing sinilar sorts of things in the future for other
communities? Or is this just something‘that were going
to do because we've got an unusual situation with the
District? |

I mean, do we establisn any kind of thing in this
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propcsal that enables us to defend against doing this
across the board for other communities that are
distressed? _

Dr. Vladeck. Senator, if I can speak to that
becaase of the Adhinistration proposal. Under current
law States which participate in the Medicaid program
may‘require county or local governmentsvto share the
cost of the State's share, but in no instance may. they
requite a municipality or a ccunty or locality to pay
more than 60 percent of the‘State‘eﬂehare.' Thus any
other city in the United States wOuldehly be required
to pay up to 30 percent of the Medicaid costs for its
residents.

The District of Columbia——becacse.of‘its epecial
status-—is the only city in the United-States that is
required from city—derived revenue to pay more than 30
percent of-—under current law——itsiMedicaid costs in
the'city and that was the logic by which the
President's budget recommending reducing the District's
share to 30 percent.

Senator Kerrey. But you uﬁdeietand what I am
asking. I mean, there could be other communities
outside‘the District that could come now and make a
special case that they, as well, are suffering

financial problems and ask for additional match, is
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that yes or no?

Dr. Vladeck. 4 Well, again, the underlying logic
is not connected to the particular short-term financial
distress of the District that we proposed it as a
permanent change. But rather.to_the fact that its
unique status as a city whiéh is'évéfafe'fér purposes
of thé Medicaid program requires it to beéf a-higher
share' of Medicaid costs than any other.citY'gdvérnmenE.
in the United States, andAthatviS how thé 70/30 match
was arrived at. |

Senator Nickles; CIfI might‘fOlidw gp on that,
the sdme question. The District's Federal share right
now is what? _

dr. Vladeck. It is 50 perCént,

Sénator Nickles. And if it was treated like a’
State would it be 50 percent?

Dr. Vladeck. Yes, it would.

Senator Nickles. Under eligibility standards?
So this is basically a gift to the District of Columbia
of $306 million over five years?

Dr. vladeck. Well, again, it is a recognition,
we believe, of the unique status of the.District of
Columbia as both é city and a quasi-State for purpdses
of portions of the Social Security Act.

Senator Nickles. Thank you.
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The Chairman. Please proceed. -

Ms. James. That concludes the'Medicéid section
and we now move on to the child health initiative and
there are obviously overlaps here. Ahd beginning_on
page 16 the budget resolution calls for $16.billion to
be inve%ted in eXpanding coverage for Children.

‘We have two provisions that relate to Medicaid

i .

that would affect the spending tpwérds,$16 billion.

The first is to allow States to have full, continuous

12-month coverage so that when sOmebody is enrolled,

- say, in an HMO they are just automatiéallylcovered for

12 montﬂs.

.Thé second is the increase in Medicaid enrollment
that wo@ld occur as a result of 6utreaéh activities.
And those two together are about $1.4 billion..

Then as far as this child health initiafiVe there
would be a conditioh, firét of‘all,.that for States to
participate in this initiative they would have to cover
the current older children who are being:phased in
under current law. So that would be a condition of
participation.

And then States would have the option to choose
betweenAﬁwo different ways to tap this money. The
first would be they could choose a capped grant that

they could use, and the second would be to use through
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an enhanced Federal match to expand their Medicaid
proggam.

Each State would be allocated an amount of>money
that would be based on the number of children in the
State under 200 percent of poverty in relation to the
nation. Both options would have the identical.staﬁe
métching requirement.

in‘the Cﬁairman's mark proposes ‘the current
Federal Medicaid métch plus 15 percentage points. So
that if the cufrent_Federal-match were' 50 percent for
this program the States:wquld get'65 pefCeﬁt'Federal;
match. If the current State match were 72 perCent the
enhanced match would be'87 percent and there is a limit
of 90jpercent; | |

Senator Nickles. Could we gbithroUgh.that again?
Previously the enhénced——as it was.discussed, ivguess,
a few days ago——Was 30 percent enhanced?

Ms. James. It was 30 pércent of your Federal
amount: so thét, if you had 50 percent, an édditional 30
percen£ would put you at 65. |

Sénator Nickles. And now you are proposing?

Mé. James. Well, now we are proposing just 15
percentage points be added onto what your Federal match
is, instead of the 30 percent.

Senator Nickles. And so I am not wanting to
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debatetit, I am wanting to understand it. So you are
saying‘for Medicaid population, if it is 50 percent for
those kids, for those families) it would still be 50
percent. But for the eligibility we are trying to

encourage, it would be 50 percent plus 1572

Ms. James. Correct.

Senator.Nickles. Oor 70 percent:WCUld-bé.SS?
Ms. Jémes. Correct. |

Sénator Nickléé; So we want a more génefoﬁs

Federal match for families that make mofe monéy than

Medicaid eligible?

Ms. James. -Senator, since these are optional

programs, under. current law, States can already expand.

‘So ‘this is a way to provide an incehtive. Thatvis the

rationaie behind it.

Senator Nickles. Thaﬁk you.

Ms; James. On use of  funds the.states,,if the
States éhoosé the capped,,block—grént apprOach they
would have to providebcoverage tb children that ‘is
equivalent in terﬁs of health insurance"coverage to a

level equal to the Federal Employees' Health Benefit

package that is available in the State. And that would

be certified by'the Secretary to meet those levels.
Senator Moynihan. Julie, you are now on this

provisioh just out and that is option one of your —-
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Ms. James. That is correct, Senator.

;And if the State chooses_the Medicaid option they
would get the enhanced match and get the énhanced match
for an expansion of their Medicaid up to the amount
that would meet their allotment. | o

Now, both prbgrams also‘called‘that"dne bercgnt of
the fhnds be set aside for QutreachﬂaéfiVitieé;'

Senator Chafee.: iJulie, I have a couple of
questions, if T might, Mr. Chairman.:

TheAChairman.' Yes, go ahead.

Senator:Chafee; I do ﬁotv§eé£Hih'hefe that there |

is a limitation as far as poverty level for assistance |

" to take ﬁnder the use of the fundé; understand number

six here, using the cap grant. Is there a poverty

‘requirement of any type?

Ms. James. - No, Sénator,-becaUse each State would
have to — if they chose to do the MedicaiaﬁexpanSion,
they would have to negotiate with the Secretary how |

much they could expand within their allotment.

Senator Chafee. Yes, that is the Medicaid
expangion.

|

Ms. James. Correct.

Senator Chafee. But suppose they go the block
grant route?

Ms. James. Oh, I am sorry, Senator. Then they
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could provide coverage for children up to 200 percent
of povgrty.

Senator Chafee. well, you dbjnot say that. Are
you sure you are right on that? You taik about the
allotment  of 200, that is how'youffigure the allotment,
but youtdo not_Say thatvit_hés'go£ tQ‘Cover.+— that is
just in' the caiculatidh. | ‘

Ms. James. I apOlogize, Senator;. If you look at
the modification that we banded-oﬁt"todaylonfpage 6, it
says, about two—thirds Of'the way déﬁﬁfthé pége; "that

States choosingftﬁe block’grantHOptiQn3will:receive

- their allotmenEAih the form. of a.block graht to be used

for health insurance coverage for children up to 200

. percent of poverty. And'lowef—income.childrenvmust be

served first.'"'

Senafdr Chafee. Now, what about fhe.benefit
package for the low—income chiidten?'.You'mentioned
that it is all right if they do the EEHPB; but that has
a whole series of deductibles and co-payments.

Ms. James. Well, it would have to be equal ‘in .
value to‘what is offered. We left it fiexible enough
so that the States could construct a package that would
suit the . needs of the population that they are trying
to reach; So the State would have some flexibility.

But within what is called the actuarial value of the

MOFFITT REPORTING ASSOCIATES
(301) 390-5150



11
12
13
14
15
16
17
.18
19
20
21
22
23
24
25

107
package in terms of the comprehensiveness and the
amount of cost sharing, that would have to be
con51stent with what 1s a typlcal FEHBP package

Senator Chafee. And I apprec;ate that, but I do
not want to beat this to death, but I just want to‘get
an answer so that I understand it. : '_ "

If the state uses the cap grant or.the grant
approach they can prov1de —= lf they-have”a'level Qf
benefits equal to.the FEHBPVthat.is all right}ffxs»it?
Or is it not? | o

Ms. James. 'It‘is sUbjectfte approvaiahyfthe
Secretary. | " o

Senator Chafee. Well, I dornpt'see,thatuhere
that it is subject to approval’of the Secretary;a So
you could well have sUbstantial»deductibles and_co—
payments if the governor so wanted° | |

Ms. James. I am sorry, enator, on the bottom of
page 6, again, it says, '"The Secretary will certify
that the coverage meets this test.''' o

Senator Chafee. You have too many sheets of

'paperffor me, Julie.

Ms. James. I know, it was late.
Senator Chafee. At least I got you working
nights, though.

tLaughter.]
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Senator Gramm. Mr. Chairman?

‘The Chairman. Yes, sir.

Senator Gramm. Mr. Chairman?

The Chairman. Yes, Senator Gramm.

Senator Gramm. Mr. Chairman, I WOuld like to

'remind my colleagues that the Governors haVé asked for

the ability to use co—payments.. Andfwhat‘Wé*have done
here in raising -~ in dealing with concerns such as

Senator -Graham of Florida raised is that we have set

out an objective criterion for what has to be covered,

the.eéuivalentfof the package available*td Féderal-
employees, one of the best and most‘éenerous health
care packages available to people who acéually'pufchase
their health insurance. .

We have set out'a-provision now where the

Secretary has to certify that the money is used.for_the

'purpoSe that we set it out to be used for, thét it

meets the standards that they héve sét'out, that it
provides the benefit package consistent with the test,
and we are now down to a point whérgyﬁe have a defined
benefit package defined by standards of people who are
curreptly using health care in these income categories,
50 percent of the people between 150 pércent and 200
percent of poverty are buying private health insurance.

So this benefit will be at least as good as what they

4
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are detting.

'And so it seems to me, Mr. Chairman, thaf your
finai proposal here basically answers each of the
questions that have been raised while preserving the
abilify of States who believe that.ﬂedicaid;can_do it
better to do it through Medicaid. And if they believe
as £h§ State of Tennessee did, wheﬁjit withdfewAfrbm

Medicaid, that they could do it better, then we have

t

theseiguidelines to guarantee that the monéy'as Senator'

Breauk-said is not going to be used to buy vans;.that

it is for insurance coverage; not buildihg.or'v

maintaining hospitals‘or_health clinics. So I fhink
you have done an excellent job.

I would just'like to gét clarification on one
thing, Julie, because either I do not understand or
Senator Nickles and I heard‘it diffg;éntly%' Under the
originbl proposal by Senator Chafée,‘thére was a 30
peréenE enhancement of the'Federai share to induce
péople.to induce States to provide this coverage. We

have now lowered that to a 15 percent enhancement.

Mé. James. No, Senator.
Senator Gramm. All right.
Ms. James. We have changed it from a percentage

of your Federal match to just say whatever your current

'

Federal match is, you add 15 percentage points so that
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it is équal to 30 percent ifvyoularglat thé‘SO percent
match level. It would be less than 30 percent as you
go up.] | |

So that if you are at 80 percent righ£'ff-I am '
SOrry, 70 percent right now, your Federai‘match-levei{

then the match would be 85 percent under the'enhanCed

Senator Gramm. All right. 'Tﬁénk}yoﬁ.

Seﬁator Rockefeller. Mr. Chairman; I.jﬁst haﬁe
one question. - h

Thé Chairman. Senator RoCkefellér.if

Sehator Rockefeller. I wéS'jﬁsfﬁgéiﬁg:to_follow
along with whét Senator :Chafee wa$~saying-ﬁolelie;
The bloék, as I understand it,‘thé‘bibqk graht as
opposed to the Medicaid abproachfand.thgy'afezstill

split, you go one way, or'you.gofthe other. - You have a

- $200-a-year deductible for in—patient,'200:oﬁt+patiént

surgery and tests, 200‘dut—patient therapies(lZ,OOO
annual limit on all co-insurance coﬁbihed, and I ém
trying to figure in my head if that is an aﬁefage
family aﬁ 133 percent of povertf, that.is 10 percent of
their entire income.

Ms. James. Well, again, Senator, we.have left
flexibility to the Governors to be able, depending on

the target population that they need to reach in their
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statejto devise a package that is in genéral
actuarially equivalent. It does not mean they have to
have exactly the same cost—-sharing amounts, and it also

depends on how they structuré it as to whether or not

you are in a HMO where you would have very little cost

sharing versus whether they havé it in a more open .
maybe PPO or something else where there could be
greater cost sharihg. _ | .

So the flexibility is left tovthe;Govérnors, but
they do have to qorreépond ih the average~valde,of the

. ! . ) .
package in comprehensiveness ——. -

Senator Rockefeller. That I'underétand.

Ms. James. —— to be consistent With;the Federal
packagé.

Senator Rockefeller. -It is thevéqint thét

Senator Chafee was raising about the deductibles,'thét
part, that I was also pursuing because it is fairly

specific, I think written down here. It is potentially

$2,600f'
Ms. James. But I'm not quite sure, are you
quoting —
Senator Rockefeller. In the FEHPB.
Mg. James. — what one of the FEHBP plan ——
Senator Rockefeller. Right. Right.

Ms. James. —- cost sharing is?
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;Senator Rockefeller. Right. That‘is if there is
just:one child sick.

Senator Gramm. Yes, but it is the éverage —

Ms. James. Right. But we are not ——'thgre is no
—— Governors do not have to do that. I méan, they
could choose touuse HMOs to enroll ail:of their
popUlétions and have an_equivalent paqkage.to an‘FEHBP
packaée that has Very’litfle cost sﬁaring. | |
| I mean, there aré Féderal packagéésﬁéw_with very
small cost shafiﬁg; An it is, again;jthé3Secretaryihas
the ultimate authority to determine whether or not this

is a reasonable padkage that corresponds to what FEHBP

Coverége would be to reach_the.target population in the

State.
| Senator.Rockefeller. fThankvyou.%
%he Chairman. Senator Breaux.
Senator Breaux.  Sorry I was léte, Mr. Chairman.

I would just like to ask Julie some questions. I think
that for many of us who strongly support the
Rockefeller—Chafee'conceét of trying.to ihsure more
children and at the same time to do it in a way that
makes sense were concerned that a complete block grant
to thé States for $16 billion, we are talking about a
significant amount of money. And the budget agreement

says that it is to provide more health insurance for
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children who do not have health insurance.

The concern that I have had is how do we do that
with the States and yet at the same time'guarantee that
that ie what it is going to be spent for. And my
concern, as Senator Gramm pointed out, is I'do:not want

this money to go to the States to allow themféaih*the_

,system:and to use it for purposes other'than_taking

care of children who do not have health:insurance.

And so what I am trying to understand. is the
option that is in the mark noﬁ.‘ It seems:te'be'
signifrcantly changed. in a‘eense'that“the;éecretary, I
assumejHHS Secretary, Qould have to take a'loek at what

the State is prop051ng to do w1th that money in order

- to be able to certify that these criteria are. belng :

met. And I have a couple of: questlons, I guess.

The question is, is it the ;ntent of the'draft to

require that certification? - Suppose the Secretary gets

this plan from~Florida, or from Louisiana,-orffrom-west
Virginia, and says this does not meet the criteria.
Does not guarantee that more children wili be receiving
health insurance and I am not 901ng to certlfy it, and
she does not certify it because 1t does not meet that
criteria, I would presume that that means what?

Ms. James. The proposal does require that the

Secretary certify it. So the Secretary would have to
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continue working with the State until they could work
out that the standards were indeed met.

Sgnator Breaux. But until the Secretary
certifies it ——

Ms. James. There is no money.

Sehator Breaux. — the'block grant cannot go
forward? o |

Ms. James. That is correct.’

Sehator Breaux. Now, Senator RoCkefelier was

| raising:' the question again of the Federal employees'

health benefit plan and I know thisvis not'staEutory
languagé, it is juSt a concept, so it is ﬁot hard to
figure out exactly what we mean. Does it mean that
they_havé to enact a plan that is the séme sténdards of
the Federal employees' health benefit plan? Or what do
we mean when we say consistent with? I‘mean,_how
cOnsistenf with?

I ﬁean, I think Senator RocKefeller raised some
good questions about the premiums and everything else.
It has to be exactly like that or is it patterned after
that? ‘What do we mean by that language?

Ms. James. It is more in the concept of
actuarial equivalence in that you have a set of
benefits_that is similarly comprehensive to what is

offered under a Federal plan.
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‘It does not have to be exactly, and because these
will be plans that are targeted tb'children they may
very well have a little bit different benefit structure
than you might have for a plan under FEHBP that serves
a whoie population and all ages.

Senator Breaux. How much of the difective will
be in the_actual,statth?y 1anguage'that'will be

instructions to the State that these~neW‘M6hies7would

be used for children for health inéurance:forychildren?

Ms. James. well, Senator.thére<Will«be language
that épecifies that; I do~not,know_hoﬁ-muchffurther I
can say rigﬁt now about how specifié'it”wduld‘be.

Under both options -- under‘Bch-thg block grant
option the monéy-mﬁSt.be spent for:coveragé for
children. And under the MediCaidvoptiéh‘the additional
funds flowing to the State, if a StateAhas‘already
covered children up ﬁd\]33 percent of poVerty‘and they
would how be getting anienhanC¢d match,‘that.money has
to be used for additional coverage for.childfen.

So there are requirements the monéy is being used
to cover children. |

Senator Breaux. My final question is, will the
languade that will be submitted when it is statutory
languade be strong enough to prevent that States would

not be éble to use the new funds that would be coming
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to them to substitute other spending programs unrelated

- to children's health or to be used as paft of their

matchipg fund perhaps to get other monies from the
Medicaid program? |

Mg. James. 'That is the intent, that it-not be
used for anything else. |

Senator Breaux. But I.meén —— and”I'pfesume'that'
you are saying the 1angnage will be there'thét will.—;
when aiGévernor gets that pot of money that he is not
going to be able to use it'tb suSstiﬁﬁfe or‘to'make up
his matches to get his federal share; |

_Mé. James.. That is right.

Senator Breaux. Okay. I thank the stéff.

The Chairman. "There is a vote gbing on, so I
think we better recess for that pﬁrpbse. I:ask‘the
members to please.return directly because I intend to

continue as quickly as possible.

- [Recess at 3:10 p.m. to vote.]

AFTER RECESS [Time noted: 3:34 p.m.]
The Chairman. The committee will please be in
order.
Jqlie, will you please proceed.

Ms. James. We were answering questions on the
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The Chairman. = That is right. Yes, that is
corfect, Yes.

Do we have any more questions on children's healtﬁ
care?
| Seﬁator Breaux. Mr. Chairman,’I think frsm our
side I think Senator Gramm is comihgvback'aﬁd he wanted.
to ask some questioﬁs. Yes,'Senatsr Gramm”had‘
mentionsd he wanted to ask some questioﬁs.

The Chairman.' «Why‘do we not continue with the
reyiew qf the markup.and‘asbsdon as:hs comés.iﬁ.then We

will reopen it for his —-

Senator Nickles. = Mr. Chairman?
-The Chairman. Yes.

Senator Bryan. Mr. Chairman, would it be
appropriate to —— I would yield tb~Senator.Nickles if
he had a — o

Seﬁator Nickles. No, go ahead.

Senator Bryan. I was going to ask a ‘question

relevant to What we were discussing right before thev
break if that is appropriate at this time.

My question simply dealt with which of the two
options that we are considering provides additional
coverage' for those who are currently uninsured? If

that ansWer has already been given, I will get it from
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the record. If it has not been asked, it seems to me
that it is an appropriate question.

Senator Rockefeller. I wouldjbe.happy to answer
that question. |

[Laughter.]

Senator Bryan Could I get the staff f1rst9 I

always want to hear 1t -

The Chairman. Julie, do.you’Wantétefcemment?
Senator Bryan; —— from my ftiend from West
Virginia. ”
s! James. Senater'Wevdo<netthaVe*eStimates on

either proposal as far as the eovefagefis'cencerned.

Senator Bryan. Will those eetimateenbe:available
before the crucial time that we_have the‘make a
decision, or is that sbmething‘thatlistovef the_
horizon? |

Ms. James. We have been worklng w1th CBO I

-cannot guarantee you that we would have them

Senator Moynlhan Well, may I ask ‘Julie, Mr.
Chairman? We know now what the average Medicaid
expenditure per youth is, and we know how much money we
are allocating to this new’prdgram, SO we have some
range of estimate about how many persons $1,000 into 16
billion equals something in that mode, Mr. Vladeck?

Dr. Vladeck. That is the way we have done some
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of our estimates, yes, sir. About a thousand bucks a

kid per year, total expense.

Senator Moynihan. How much, sir?
Dr. Vladeck.‘ Except for very sefiously ill
kids —— |
Senator Moynihan. Yeah.
Dr. Vladeck. —— an insurandefpremiﬁm'of.aboﬁt
$1'000 o .‘w4 ) |
| Senator Moynihan.  About $1,000. -
ﬁr. Vladeck. — per year des‘a'pretty ngd
policy. | o |
éenator Moynihan. And you have 16; so ‘that gives

you 1;6 million people? -

.Dr. Vladeck. That is .a five-year nUmber, so it
is about $3 billion a year. And if it waslTOO percent
Fedéral dollars. | | |

Senator Moynihan. Three billion‘would be three

million.
Dr. Vladeck. Pardon?
Sénator'Moynihan. Three billion would get you

three million at a thousand each. So you may be

somewhere —— I do not want to confuse this, but maybe
three hillion persons is what — is a raﬁge, would you
agree?

Dr. Vladeck.. Again, part of the issue —— there
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‘are two issues, one is how much is contributed by the

States or by the families as premium or co-payments.
But second what has concerned CBO is depending on what
arranéement you undertake how maq?_foiks who now have
privaﬁe health insurance would end up being covered
undérithe new program without a net increase'injthe
number of kids being served and that is what all the
argument is about estimates fromfthésé pfoposals are’
coming from.

The Chairmahf Julie,-do‘yougwant to ;—

Ms. James. Well, that is the point that I was
going the make. Number one, this is an'optioﬁ, so
certain assumptions have to be made about which states
will chooSe tO“participate. And .then it is not simply
coveraée for kids who are cqrrentiyﬁuninsufed,-but
there is a certain amount of overlép thaf needs to be
taken into account.

Senator Chafee. I might say, the CBO in doing
the House provision says that a block grént will only
provide insurance to about 380,000 new qhildren. So
that is what they say —— the CBO says about the House

version of a block grant, 380,000.

The Chairman. . Well, I do not think you can have
a figure —
Ms. James. Senator, just if I may, I had a brief
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converéation with CBO earlier about this. The way the
block g;ant is structured on the House side, the money
can be used to provide health care services, -as well as
coverage to children, and.that affected theif'score in
terms of how much would be spent‘on‘acfuai.insuranée
coveragé and so they cautioned abdut_——‘they cautioned
me about looking at that figure. ._

Oﬁr proposal is different thaﬁ'thé'blockfgraht

proposal on the House side because we do nOt‘ailow the

-funds to -be expended for just'providing sérvices; It

needs to be coverage —— insurahcé:cbVerage;
Sénator Chafee. It is thekohly score we have
got. |
sz; James.' Senator, I understand:thét;
Thé Chairman. Senator Nickles? |
Senator Nickles. Mr. Chéirman, iu$£'toﬁnote;”

just to'let Senator Chéfee know'the CCmmerceiCommittee
was saying that they were totalling_neW~kids brought
into their program, two and a half millidn4Medicaid.
Well, added altogether they say 3.775, almost 3.8
million kids. But I have a couple of other Questions.
I do not want to debate that. This  came frdm the
Commerce Committee, not me.

Let me ask you a question, Julié. Of the

Chairman's proposal, these monies with enhénced match,
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would they reimburse States that are already cqvering
these kids, or aré we going to have a greater Federal
share going to cover kids that are already covered?

MsL James. Well, there is the possibiiity that
States could be — if they have already covered ——
expanded their Medicaid'coverége,that they could be
getting enhanced match for children that are already
covered. However, thé amount of the enhanced match
that they get we do require be sSpent on additiohal
coverage.

Senator Nickles. Well, let mé.try'and decipher
through that. You have 32 states that now proyide for

coverage over and above what the law mandates, I

believe, and you also have 39 states that have a

program that helps cover kids through services or

something else, State programs. And they are doing

‘that with either State monéy, private money, local

money, some kind of combinatioh.

A lot of this money, correct me'if I‘ém wrong, but
a lot oflthis money from the enhanced match —-— or
answer my question, can that be used to just help the
States pay for kids that they are already covering? 1In
other words, it will help the States financially, but a
lot of those kids'already have insurance or already
havé heaith care coverage; is that not correct?

t
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Ms. James. Correct.

Senator Nickles. Dennis, you can add something

My'concern,.Mr. Chairman, and T have.this concern
withvSenator_Chafee's proposal, I believe it.is
applicable as well, is that, yes, we wili‘have an
éenhanced Federal match which as yoﬁ‘know; Mr. Chairman,
I do not care.for} I.do not think'it:makes‘sénse‘for

us to have the Federal Govefnment paying 15 percént

more, in other WOrds, gbing'from 75’pércent'to 90

percent, or 50 pefcent.tb 65 percent so. a greatér

Federal'match for kids: that are. already beihg covered.

"And. I think we do that unde:tboth'pyop¢salS; is that

correct?
Ms. James. Correct.
SenatorANickles. So, Mr. Chairman, I hope —-— I

know this is going to takeé some timé to get all this
worked through, the enhanced match. And I thought when
I heard that the_proposél went to 15 peréent,.I thought
you cut the enhancement back'in half, but that is-not
the caser There is almost no difference in most
States. . There is very little difference.

I would be less'opposed_if it was 15 percent

increase: of the Federal share. That would be saving

billions of dollars.
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:This proposal you add 15 percent so the Federal
Gove;nment is going from 50 percent to 65 percent for
kids that make more money than the Medicaid population.
I hope my colléagues understand that. 1We are helping
the not—soépoor kids more than we are helping the
poore§t of kids on Federal shére. That is_no£ gobd
policy. We ought to be making good policy;‘hot just. ‘
trying to figure out how to spend $16vbillion.

And I do not see how it is wise to be éaying we
are géing to be helping families of foﬁr with higher
incomés. We are going to give them*é higher.Federal‘
matchtand in many cases they already have F—;they'are
already covered. | | .

Ivthink, Mr. Chairman, we want. to do'good policy

.and T do not think this enhanced match is a- good

policy. We should figure out ways——and maybe staff

could help me come up with a way-—to give thé States
some incentives without having a higher Federal match ‘
for families that have highér'incomes than Medicaid.
f think Senator Moseley—Brauh‘and~othefs that have
talked about being fair to low income, I.think this is
upside down. And not to mention the fact that, Mr.
Chairman, when you end up having this distorted of a
Federai match, the Federal match being as high as it

is, it is already greater Federal than it is State in
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most caées.
What is the average Federal share, 60 percent?
Ms. James. Fifty—-seven percent.
Senator Nickles. Fifty—-seven perqent.' Well, a

lot of States, my State is 70 percent.- So my State

goes to 85 percent Federal, and a lot of other States

"do. And to me it is not very sound. .

Plus, Mr. Chairman( just to-takeén_ekémplef The
State of Washington, they cover kids up to 200 percent.
So they are already coveiing these indiViduals.' There
will not benany additibnal kidé covéred ﬁnder‘this
program, as I can see.it, correct me if I am wrong.

And what are we doing? All we are doing is changing

their match.from 50 percent to 65 perceht.

So the Federal government is:gqing to pay more to
cover the same kids. There is~no£”going to be
additional kids covered.

Senétor Rockefeller. Mr. Chairmah?

The Chairman. Have you finished?

Senator Nickles. I-will finish my comment. Mr.
Chairman, and Senator Rockefeller, I know that you
share that concern with me. So let us think together
and see if we cannot come up with incentives to get

States to do more to help cover additional kids. Not

kids that are already being covered either by private
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or by Medicaid, let us come up with additional,'but not
come up with a higher share to cover those that are
already covered.

The Chairman. Senator Rockefeller?

Senator Rockefeller. . Mr. Chairman, I just wanted
to ask a questlon of procedure of the Chalrman ;fAnd
that 1s, I am ready to-engage in full—scale»debate on
this issue if that is what the Chalrman wants And I
am not clear whether the Chalrman wants to sort of go
ahead and complete the,explanatlon or to_engage in

debateunow.

Becauserwhatlmakes»it very~difficult for. those of

us who are klnd of holdlng back when-. other members come

in and put things wh1ch are- dlsadvantageous and then ‘we

are klnd of being. qu1et about'1t 'I do. not want to be
quiet, but I would rather have the Chalrman tell me

what our d1rect10n is on thlS

The Chairman. Well, I WOuld.like to proceed with

the review of the markup and we w1ll of course, be
debatlng this once that is completed So I think the
point is well taken and I do have two people that have
asked to be recognized. I will recognize those two
then I am going to have Julie proceed. Bob, do you
want to —

Senator Graham. Thank you, Mr. Chairman. I have
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a short list of questions. First, as to the allotment
among the States, let me state what I understand the
allotment is and correct me if I am in error.
Ifjlet us say a particular_Staté had 1 percent of
the nat;on's population of children.under 200 percent
of poverty then that State would get 1 percent of i

whatever the pool was to be distributed in-that

particular year, approximately $3 billion; is that

correct?
Ms. James. Yes, sir.
Senator Graham. Then second, in order to receive

that 1 bercent that State would have to-cohe up with a

State match which was the remainder of the formula

_current ‘State match plus 15 percent from 100 percent;

is that right?

Ms. James. That is right. = That is correct.

Senator Graham.  Number two, I heard Mr. Vladeck
make a étatement as I was coming back in the rdom that
I think was saying that you could buy a children's
insqrance policy that would be compatible with fhis
standardlof terms of the Federal employees' health
benefit brograms for approximately $1,000.

Dr.;Vladeck. That is a very rough estimate
across, but that is the number we have been using for

estimation purposes.
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Senator Graham. And what is the estimate of
covering per child under the Medicaid standards?

Dr. Vladeck. Well, our current costs under

Medicaid nationally are probably about $1300, but that

is very heavily skewed by all the diSabled kids-in the
Medicaid program.

éenator Graham. Yes.

Senator Rockeféller; " and it'iS'actuallQIless
than that. I think it is short of 1200.

Senator Graham. Whatfis it fofaa raﬁdqm
selection of population of children’who are:the target
of this'proposai? Is it 12007

- . Dr. Vladeck. We have used our actuaries in

. éstimating the President's budgét usedfa figure of

about épproximately $1,000 per kid.

Senator Graham. So you are saYing thét the
relative cost per child covered is about_the same
whether you do it through‘Medicaid.or do it through an
available health inSurance.policy? : )

Df. Vladeck.. We ére a little bit with apples and
oranges, Senator Graham, but all other things being
equal the Medicaid benefit package has been more
generous than that in most of the private packages we
have been talking about.

Senator Graham. Well, I am'asking —— I recognize

MOFFITT REPORTING ASSOCIATES
(301) 390-5150

R




129
we may have apples and oranges. I am trying to put a
price tag on the apple which is the priVate health
insurance which is the prlce tag you suggest is $1,000;
now the orange of the Medlcald package, what is that
.goinglto cost?
| Dr. Vladeck. Well, we have been ——fyou can flnd
in some of the State— —-operated programs a.reasonably
good private health 1nsurance packages for kids in the
range of $800 per kid per year Those are less
comprehen31ve beneflt packages than the Med1ca1d
package which we estimate for expans1on populatlons for
relatively healthy kids for a more generous set ‘of
beneflts to be on the order of‘$1,000;ajyear;;but they.
are very, very close if you comparevthe same-policy.

The Chairman. Bob, we- are trylng to proceed with

the rev1ew of the markup I would ‘ask ——

17 Senator Graham. I have just'got.tWO'hore
18 questions which are — )
19 The Chairman. But then we have Orrin Hatch and
20 he is 'going to have —
21 Senator Graham. All right.
22 The Chairman. Thirty seconds more.
23 Senator Graham. Well, does this plan allow a
‘ 24 Statekwhich wants to have some form of family
25 participation on a meansftested basis to do so?
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Ms. James. 'Yes.

Senator Graham. Is there a maintenance of effort
requirement for States before they can insure other
children? Do they have to maintain the coverage of
their existing children's popﬁlation and use this above
or can it be as Senator Nickies Qaéuéuggesting,'a
displacement.

Ms. James. Well, there can be a Certain_émount
of displacement, but they are tO‘be'using-the_funds for
increased coveragevof childfen. -

Senator Graham. . Is there 36mé standard of how
much digplacementiis allowed and how much haé.fo'be
used for increased_covefage?

Ms.. James.- ‘Well, it is difficult. You have
displaceﬁent of both the‘Medicaid.population-and.YOu
have displacement of current empléyeréprovided

insurance. So I do not know how to answer that.

The Chairman. = Yeah, go ahead.
Ms.:James. We do, though, require before you
could —— a State could participate in either option

that the? do have to cover the current older children
who are being phased in over the next four years.

So they woula have to at least pick up those
childrenfif they hadn't already in order to

participate.
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The Chairman. Orrin, I would. ask you to —
Senator Hatch. Yes, let me just make this very
quick: Senator Nickles, I think, Mrf Vladeck was
concerned that there may not be a need'for an enhanced
match. But is it not true under Section 1902R, es I

recall, that the States already have the right to

increase their eligibility, but they just will not do

it because it is too expen51ve for: them?

Dr. Vladeck. " Well, without attributing motive
almost no States are at the maximum pefmissible levels
of eligibility'thaf they could reach — |

Senator Hatch. But the point. I am making is they
cOuld‘increase'if they wanted to. ,And\what.Senator
Chafee is trying to do is give them3an,ehhaneed-reason
for increasing eligibility because they will not do it
under current circumstances; | |

Dr. Vladeck. Yes, sir.

Senator Hatch. 'All right. A

The Chairman. Julie, will you proceed,.please?

MS. James. We are now on page 17 with the income
secufity provisions.

SSI,eligibility will be maintained for all legal
non—cifizens who are in the United States and receiving
SSI beﬁefits as of August 22nd, 1996. Also legal non-

citizens who are in the U.S. on that date will be
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eligible to qualify for SSI benefits if they apply on

or before September 1997.

SSI eligibility bf refugees, asyiees, and .Cuban,
and Haitian entrants will be extendeé’fiom five years
to seven years.

Ceftain'permanent_resident aliens who are members

of an Indian tribe will be exempt.

Senator Breaux. Julie; whét §é§éféré"we_bh?

Ms. James. I am sorry, page 17. | |

Thé Chairman. Seventeen. .

Ms. James. ' And we are on humbef{féur;A'Cerﬁaiﬁ.

permaneht resident aliens who are me@bérStbf an Indian
tribe will be exempt from the SSI restriction'and'the
SSI restrictions.ﬁill not apply for ééftéin:SSI. |
recipients if they had an application;filed;befdre
January '1st, 1979. These last two are to pick up a few
small issues that arose.

Thé mark also includes the eétablishment of:a
welfare;to—work program. Tﬁere wili’bé.$3‘billion in
funds fér States to assist them in their welfére—to—
work initiatives. Seventy-five percent of the funds
will be provided through formula grants fo the States
and the remaining 25 percent will be awarded by the
Secretary of HHS on a competitive basis. And the

grants will be administered through the State Taft
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program.
There will also be $100 million of funds reserved
to be distributed based on performande in terms of |

increasing the earnings of long-term welfare

recipients.

- Senator Chafee. Mr. Chairman, could I say a
word?

The Chairman. Sénatgr Chafee?

éenator Chafee. Mr. Chairman,‘in“going back to

the SSI eligibility for non-citizens. Mr. Chairman, I

.wouldilike to thank you very much for what you have

done here. And what you have done is grandfather legal

immigrants who are in the U.S.\and receiving benefits .

as of‘laSt_August or August '96, and I think that is a.
very fair thing what you did.

I am also pleased that the'mérk clarifies that
those Qery 0ld individuals who have been on SSI since
1979, but whose documentation.in.some case is lost that
they are going to continue to be covered under the
Chairman's mark. So Ilwant to thank you for that, too.

And, finally, under the Chairman's mark, as I
unders?and it, the refugee exemption is expanded from
five to seven years; is that correct?

Ms. James. Correct.

Sénator Chafee. So that covers a group of
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refugees. Well, thank you very much, Mr. Chairman.

The Chairman. Thank you, Senator Chafee.
Julie? |
Ms. James. Okay. Now, going on, on pagé 18.

The Secretary is authorized to approvevup to 10 State

‘projects to integrate the eligibility and*enrQllmént

,detérmination functions-foriFederal~and State’health

and.humén service»programs.

Senator Moynihan: Julie, could I‘ask,;did you
mean to skip the welfare—to;W6rk.prbgram?"

Ms} James. Oh, I am Sorfy;‘fi*déscfibéd it and
then I forgot-to enuméfate. I am:sorry.

At:the top-ofppage 185these are the use of'the
graﬁt funds for the welfare—to—wofk prograﬁ. ‘These
funds are’to:be.used by the States to assist in moving
people off of.Qelfaré into work and that can be doné
through job creation,'on—the—job'training,-ébﬁtracts
with jobiplacement companies or public job placement
programs, job voucheré, or job retention or support
servicesiif those services are not otherwise available.

I apologize. |

And' we will move on then to the demonstration for
integrated enrollment. I described number eight.

So number nine is the integrated enrollment

service System that was submitted to the Department of
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Health and Human Services and the Department of

Agriculture will be deemed approved and eligible for

Federal financial participation. Each project’will be

required to provide an evaluation as to the
effectiveness of the project in improving client

services.

Senator Moynihan. Thank you. ©
Ms. James. We then include infthis7mark the

Welfare Reform Technical Corrections Act. All-éf these
provisions related to Title 2 of the Social Security
Act are deleted because of’budgef‘réaSOnSQ‘ And ‘there
is a correction to the sanction fof failﬁre'of'states

to meet minimum participation rates.

Senator. Moynihan. Mr. Chairman} could I ask
Senator —— |

The Chairman. Senator Moynihan.

Seﬁator Moynihan. - Sénath.Moseley~Braun'had

some conberns-on that partiéipatidﬁ"fafes. Has that
been worked out?
Ms. James. That is exactly the provisibn we

presented earlier, Senator.

Senator Moynihan. I see. Thank you.
Senator Nickles. Julie, on the —
The;Chairman} Senator Nickles.

Senator Nickles. —— on the sanctions, we had
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some sanctions in the welfare bill that - or at least
we allowed the States to have sanct}qns if-they didn't
have we}fare families, for example, enroll_their kids
or make sure their kids attended school and so on.
There ié minimum wage provisions and so_on'that put a
lot of those sanctions in jeopardy. Does this keep
those sanctions in? . | .

Mr. Smith. "Senatdr,.we had not addréSSed,the‘

sanction issue in the mark. There is an issue in the

‘application of the Fair Labor Standards Act how that

would affect the-welfare programs in the States. That

‘is an issue, we have not addressed it.

Senator Nickles. I .may have an amendment. I
want toiprotéét the rights to havé that. So I may be
addtessing that soon. |

Also there was a letter, I think, by Sénator.
Thompson from Wiaconsin who has done a ldt’on welfare
reform that was concerned about some of the welfare
reform moves that'were moving in the'HOuae;.

Senator Moynihan. Is that Governor Thompson?

Senator Nickles. Governor Thompson. Did I say

Governor Thompson?

Senator Moynihan. Senator.
The Chairman. Senator, you said.
Senator Nickles. Excuse me. Are we making some
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of those —— from his viewpoint are we making some of
those same mistakes, I think, concerning displacement
and other provisions? | |

Mr. Smith. - Senator, vaould_deScribe:it-as we

have a leaner package than the House has in tefms of

things that were added in committee.

;Senator Nickles.u I-will~Wofk Wi£h you. I Wanf
to make sure ﬁé maintain the Staﬁeé‘.fights‘to have
sancfidns to ensure that the-kidéfafé-immunize&.Or ﬁake
sure the kids are in school‘andtsb;bh;_firdo_not-wént
those to be jeopardized byfthe_Admiﬁistfatidn‘STregs
dealing with minimum wage'reqﬁireménfs'OraFair Lébor
Standards requirements. |

Mr. Smith. Yes, sir.

.The Chairman. All right;i“Pléase'procéed.
Ms. James. Again, on page.]S, huMber‘Tz,'these

-are the unemployment insurance provisions. The mark

increases the Federal.ﬁnehployment gpcount.Ceilihg'frqm
.25 percent to .5 percent of COvered.wages and it
clarifies that States have'full-discretion~in setting
their own unemployment insurance base periods for the
purpose of determining eligibility férfunemployment
insurance benefits.

And, finally, that inmates of penal institutions

who pqrticipate in prison work programs will not be
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eligiblé for coverage under the Federai_Unempldyment
Tax Act:for work performed in prison.

Senator Graséley. Mr. Chairman, can I ask a .
questioqvat this point?

Thé Chairman. Yes.

Seﬁator.Grassley. Remember'in_our other work
last weék I brought up about priSdns and not al1owing
prisons to get —-— prisoners tovgetldisabiiifyiinsﬁrahce
and thefe was some technical reasbn‘thatji_cduld not
bring that up because it was subject to-.a point o§'
order. EHas that been worked out now? BeCauSe;IVSée
here that you have got something here thét priSohers
cannot cbllect;unemployment compensatipn;-;

Mr. Smith. They are different iSsues, Senator.

This issue deals with unemployment.  The other affects

the Social Security Act in itself which provides a
burden o% prdblems. | |
Senator Grassley. So anythingﬁyQu‘do_fo the-
Social Sécurity Act —— |
Mr.|Smith. That is the problem. Not --—
Senétor Grassley. —— triggers in?
Mr. Smith.  That is the problem.
Senétor Grassley. Okay. So, on that issue we

were not able to work anything out on that, I assume.

It still:raises a point of order; is that right?

|
| L
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Mr. Smith. In dealing with the Social Security
Act itlstill raises a pointvof ofde;; yes, sir.
Senator Grassley. All right. Thank you.
Ms. James. Now, again on page 19 we have‘three
provisions'related to the.earned‘incomeléredit. All of

these were contained in the Administration's package of

I .

provisions released earlier this‘year'and they'are
‘intended to reduce fraﬁd-invthe earned income credit

‘program.

Senator Breaux. Could I ask a question_on that?
On the EITC?
The.Chairman. Yes.

Senator Breaux. What. is the relationship in that

' Chairman's mark with the EITC and the $500 per child

tax credit?

Ms. James. I need some help answering that
duestion.
Ms. Gulya. Senator, it is addressed in the

~Chairman's'mark that combines the packages by ‘using

! .
-your earned income credit first before you get the

benefit of the $500 child credit.
Senator Nickles. You do not get both.
Ms; Gulya. You can get both.
Seﬂator Nickles. You can Qefﬂbofh?

Senator Kerrey. You could get both?
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Ms. Gulya. You can get both.
‘Senator Kerrey. But if your income is. $25,000 a
year, you are likely to take the EITC. If you take the

EITC first you would not have enough to get the $500 —-

Ms. Gulya. That is correct.. You get'the
credit —
Senator Breaux. You would not‘have an§'tak'

liability.
| Senator Kerrey. Whereés,,if.yéufdidfthe“$500 tax
credit first you would always get -the EITC'ohntQp of
that? L )
Ms. Gulya. In certain circumstahéés.théfordering

would change.

Senator Nickles. Mf. Chairmanél

The Chairman. Senator Nickles:  ‘. 

Senator Breaux. Just one 1ast‘que$ti0n.

The Chairman. Go ahead, Senatolereéux.

Senator Breaux. As I remembef'in-fhe House mark

there was reduction for the dependept.phild-care for
mothers if they got that $500 tax credit, and ail of
this is related to income security. How does the
Chairman's mark deal with the dependent child are for
mothers? |

Mé. Gulya. We do not address it as' the house

identification.
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Senator Breaux. There is no change?
Ms. Gulya. No, no change.
Senator Breaux. They could still get the
dependeﬁt child care?
Msj Gulya. Yes.

Senator Breaux. All right. Thank you.

The Chairman. Senator Nickles?
Senator Nickles. Mr. Chairman, some of us have

done a little homework on the EIC and héve’found very

significant problems, and correct me it I am'wrong;-but

I think the agreement was that we would not take up

significant reforms of EIC in this package but would

still have the opportunity to do EIC in a separate
package; is that cOrrect?

Thé Chairman. Is that correct? "I do not know.

-Ms. Gulya. It is my understanding that these
proposals that are included in this‘éaCkage were
designed to Specifically address some of .the fraud
items that have come up through this study that the
Treasury has released. But they were not
overwhelmingly broad proposals.

Sengtor Nickles. Well, these are —— the say they
are not overwhelmingly broad is an understatement.

Correct me if I am wrong, but I think the study showed

that this is maybe the most fraudulent program in
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Governmeént and some of us would like to reform it
signifiCantly.

But I think, Mr. Chairman, and I am'pretty sure I
am correct on thie, that-the package with the President
said that we would take up EIC-separately and'
signifibant‘reforﬁs other than these.

| Ms; Gulya. I think that is cbrreet.

Senator NiCkles. I just wanted to make that
point, Mr. Chairman. I hope that this'eommittee will ~
have some oversight hearlngs, do some homework and try

and reform this program. We should not be looklng at

-program that has an error rate'of,what was the last

~'study that -said —

The.Chairman. Twenty perceat.

Ms. Gulya "Approximately 20 percent

Senator Nlckles Twenty—four,percent,jivthink.
Something like that, ‘We should not have a pregram

like that on the books without us at least_making an
effort te reform it. So I mentioh that to inform all
my colleagues I am not going to try and do it in this
package, but it is my hope that th1s year we will take
up the EIC program and try to — try to fix it.

The Chairman. I would say to the distinguished
Senator that thee has been these recent reports that

show thefproblem as quite deep rooted. I might point
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out that in PSI of the Government Affairs Committee two

years ago that the same thing happened so that I am

sympathetic to the problem you have raised.

As a matter of fact, I would suggést it might be
appropriate in the subcommittee on taxation to také a’
look at this matter.

Sénator Nickles. I will be happy'toxdoffhat, Mr.
Chairmén. Thaﬁk you. |

Senator. Moseley-Braun. Mr. Chairman? -Mr.'

Chairman?
The Chairman.: Sénator MoseléY—BraQn?
Senator Moseley—Braun{ Thank you very much, Mr.

Chairman. We. got to. the EITC ‘kind.of ;skipping ‘over ‘the

unemployment insurance provision and vaoula like to
raise a question in regard to that.'. SpeCifically'On'
page 18, number 13} clarify that States have full
discretion in setting their own Unemploymént'insurance
based periods for determining eligibility for |
unemployment insurance benefits. | |

Noﬁ, the Social Security Act under Section 303
calls for the unemployment insurénce laws to provide
for methods that are (quote) ''reasonably calculated to
ensure full payment of unemployment compensation when
due."

Inglllinois the Court and then later the Court of
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Appeéls ruled that the "when due" provision meant that
those people who work irregular hourstr in
construction or really the low-income and periodic
workers that those eligibility requirements, the base
period calculation had to be consistent'with'the}"when
due" language of the Social Security Act. Aﬁd’so that
is an issue that obﬁiously is very important in my

State. And the concern, of course, is.thatVWeIWOuld

see that people who are ineligible fqr unemploymeht

insurance would go upvif this change were put into
the — this change in the mark were adopted.

And I am really concerned about it and I wanted to
ask the question if it was the intehtibn_+4 I mean, I
do noé understand how it is that wé are, you khow,
overruling a Court of Appeals decision in this mark
without any — I‘mean, I do not see the motivation here
for this to be in the mark.

Mr. Smith. Senator, the "when due“ issue as you
have mentioned has recently been iitigated in one
State, it is pending in three other States, it has the
potential to spread across maﬁy otﬁer States as weli.
The issue is whether or not the States —— the States
historically have had the authority and discretion to
define points such as '"when due'. The ruling has gone

contrary to what the history of the program has been.
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So thejintent is to clarify that the States have the
authority in those types of administrative decisions
about how the program is run.

Sénator Moseley—Braun. Again, I mean, we all, 1
think, isupport the notion of the States having some
flex1b111ty in regards to their programs, ‘but at the
same time the effect of this change 1n the mark would
mean tnat a lot of low—income workers w1ll be ruled
1neligrble for.benefits orvcouldvhave their benefits
denied. That was certainly theisituation-in my State.

And I guess with all.the other changesvthat are
taking place in this mark t0'have-yet another hit at,
you know, ‘the’ work1ng poor, 1t seems to ‘me’ just to go

in the absolute wrong dlrection And I do not know, I

Just hope that T will: have — probably have to- have an

amendment on th1s, but I hope you‘w1ll take another

look at this provision because I think that it~

,mitlgates in a very negative way against people who

really — again, the working poor ‘and people who work

in construction and periodic employment. It really

mitigates negatively and it is not something that has

to be done at this time it seems to me.

The Chairman. Anything further?
Senator Kerrey. Yes, Mr. Chairman?
The Chairman. Yes, sir.
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Sehator Kerrey. I'm down here with the witness.

The Chairman. Oh, Senator Kerrey. You are a
long wa?s away.

Seﬁator Kerrey. Yes, in more ways than one.

Cah you —— |

[Laughter.]

Seﬁator Kerrey. Julie,.can“fou'teil.me the:
prov151on on earned income tax, we say that a taxpayer
who fraudulently clalms EIC would be 1ne11g1ble to
cla1m the credit for a perlod of 10 years Now,-ms
that a standard that we are applying-in.otherfareas.of
these pﬁograms? |

I ﬁean, earlier we dealt.with a'change‘that
clarified that somebody who is adVisihgvperle'on asset
deClarations having to do with long-term .care that the
person advising the sanction will fall( and the other

individual become ineligible. How long are they

" ineligible? And does a doctor or hospital who

fraudulently engages in activities arevthey_in
ineligihle for ten years? 1Is this a standard that we
pulled here that is consistent with standards that we
impose on other people who engage in fraudulent
activity?

Ms.i Gulya. I would recommend that maybe the

|

Administ&ation would like to answer this since it is
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their proposal.

Senator'Kerrey. Yes, I wonder how.they come up
with Fen years ineligibilityvin the EITC program and,
you khow,.you are basically saying that-they are —— I
presu@e the definition of "fraud" isvanybbdy'who'bver-
reporfs their income; is that —-— |

Mr. Scholé. _'No, it is intendéd to be‘a.higher‘
standard than simply the sort-bf overréporting that
could:come from not understandingfthe_rules.‘ But it is

closer to a legal definition of fraud;'“Aﬁthhé~.

‘. motivation for the penalty wésfwith 1égél'——jwithrthe

earnea income tax recipient who has received
ovérpéymentvthrough’fraudulentgmeans fines"are_nqt a
very effective deterrent for the”family'because there

isilittle money to be gotten' from theltaxpayer through

- the fines. And, indeed, a fine may encourage the

taxpayer to —-—

Senator Kerrey. Well —
Mr. Scholz. —— noncompliance in the future.
'Senator Kerrey. We do not have a means test on

traffic fines because we do not think it is going to
deter:somebody because their income is low. I mean,
what is the basis for saying that a fine is not an
effective deterrent in an EITC claim?

Mr. Scholz. Because in subsequent years with a
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finefthe taxpayer would actually have‘en inoentive to
over report income ‘in order to collectithe earned
incoﬁe tax credit, inappropriately high~earned income
tax credit in the future. So by denying eligibility
for a period of time in the_future.forffrauaulent
behavior, one;_the Internal Revenue Serv1ce does not
have to investigate the claim. for a perlod of t1me in.
the future | |

Second, you remove this incentiveifOr'a‘téxpayer
to engage in non-compliant behav1or in. subsequent years
in order to pay this f1ne that is lev1ed | |

Ms. Gulya. In addltlon, this is de51gned ‘to get
at individuals who'have.intentronally¢disregarded the
way the program.should work. So it.is.not as if‘it was
just en accident or-cérelessness.o Itfisféu intentronal
disregard of the rules. |

Senator Kerrey. Again, do other people who
intentionally disregard rules suffer a ten—yearv_
1nellglb111ty as a consequence of 1ntentlonally
dlsregardlng the rules?

Mr. Scholz. The other analog is that there is a
comparable —— I am not certain about thellength of
time, ‘but I could find out for you. But for paid

preparers who inappropriately prepare returns for

clients are denied the ability to preparelreturns.
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Senator Kerrey. To béil oﬁt-gil.the excess
adverbs and adjectives that I have thrown at you, I
mean, i am trying to determine, have you done_a
comparétive analysis to enable us to say:that we are
not going after EITC fraud in a fashion that is more
aggreséive than we are going after fraud thét might
generate greater iosses to taxpayers thanqthis:

Ms. Gulya. Under certain code provisibhs you can
go to jail for that kind of fraudulentlact. .So there
are otherAstandards in the code that are eveﬁ’more' k
severe. | |

Sehator Kerrey. Agaiﬁ; thétl;éférenée is.helpful
for other questions that I might have. But the
questioh I ém trying to get an answer tQ, and you do
not need to answer it now, later will beifine, aé to
whether or not there is a comparative analysis that you
all have done to determine whether or not thiS‘

imposition of penalty is consistent with penalties that

‘we impose upon other people that are COnsidéring

fraudulent activity against the taxpayers.
Mr. Scholz. We will address that for you.
The Chairman. All right. Anything further?
Ms.}James. Senator, tﬁere are'two more
provisiops. One is that the mark includes the sense of

the Senate resolution that all cost of living
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adjustment required by statute should accurately

reflect 'the best available estimate of éhanges in the

cost of living.

!

Senator Moynihan. And it does sayvthat'that best
avallable was p01nted out by the comm1ss1on app01nted
by the Flnance Comm1ttee°

Ms. James. Correct.

Senator Moynihan. Oh, come one, we cannot do

" that —

[Laughter}]
Ms. James. Report.

And finally the debt limit is raised —— the

’celllng 1s ralsed from $5 5 trillion- to $5 95 trllllon

I practlced that.

Senator Moynihan.  And thét does meah'that we
Will — the debt‘Will grow by half a trillion dollars
in the next four years? |

Ms.{James. Right.

Senator Moynihan. Could I jﬁst say, Mr.

. ! )
‘Chairman, that these rates of growth are unprecedented.

t

" I mean, we are in good shape and yet we are going to

add half a trillion dollars worth of debt. 1In 1981 we

had a total debt of $800 million, now in four years we
[ .

are at 500.

I am just trying to say, there is something to,
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you know, Senator.Kerrey has a point.

Seuator Kerrey. Mr. Chairman, I wonder if it
would be possible to get for our use--and perhaps I am
the only one that has an interest in‘it——but, absummary
document? This entire package saves'$115 billion over

five years. Yes, is that —

Ms. James. No. That'is‘the Medioare;number;

Seaator Kerrey;. That iS'just-Medicare?"

Msi James.  Right. And then we also had
1nstructlons to‘save —— the overall 1nstructlons are to

save, wuen you consider the new.spend1ng for;ohlldren's
health are to save $100 billion, roughly.

Senator Kerrey. Let_me;ask for-two.things'then;:
One, some kind of a summary —— I have actually pulled
it myself but I do not trust my. capa01ty to
extrapolate off of your documents —- llstlng out the
various‘negatives and the subtractions”aud.adde; I
mean, Medicare choice, for example, saves $24.9 |
billion. Payback of graduate medical eduCation is-plus
7.3. vae done it all to come up with $115_billion.
And thed in addition to that we have other things that
we are adding and other things that we are subtracting
in the-package.

MsJ James. And you do have the CBO tables for

the — Ehey are really packaged in three separate
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tables. One is Medicare, one is Medicaid, and one are
the ﬁelfare and income security provisions. We do not

haveiany score, as I said, on the children’s health

-proposal. And we are trying to get CBO to . come up with

sort of a bottom line. But right now we have these

}threefseparate packages and each one of them meets our

target; 115 billion in Medicare, 13f6:billion savings
in Medicaid, and whatever the targets were, I am sorry.
We are spending money in the Welfaré'and income

'

security provision.

Senator'Kerrey. Thank you.

The-Chairman. Carole?

Senator.Moseley—Braun. Mr. Chairman, this may be
askiné the obvious queStion and.it may —— may should

not ask it at all. However, qan:Wé do,Ehis”package?

Is it possibly done without raising'the debt limit? I

;mean,:do we have to do this?

[Laughter. ]
Senator Moseley-Braun. And if so, what can we do
to Fix this so we do not have to raise the debt limit.

[Laughter.]

Senator Moseley—Braun. I said it was the obvious
question.' | |
$enator Moynihan. We were having a good
heariﬁg -

MOFFITT REPORTING ASSOCIATES
(301) 390-5150



11

12

13

14
15
16
17
18
19
20
21
22
23
24

25

153

Senator Moseley—Braun. Pardon?

Senator Moynihan., We were having a good'hearing
until this quéstion.

Senator Moseley-Braun. I am sorry to be the one
to talk about the emperor's new clcthes, but I mean, I
just —— you . know, we are raising the debt limit again,
and we are supposed.to.beabalénéing‘tbé~bﬁdget,' I

mean, is there any way we can do ahy.of'this“Without'

this last —— |
Senator'Breaux.i'7¥es;‘bahkrUthy;°
Senator Méseléy—Bréun._-VOh, 0kay;‘ Thaﬁk,yqu.
The Chairman. I_woﬁld.point éut-to.our

distinguished Senafor'ermHIllinoiélthat’ﬁnder the .
budgef,agreement we are iﬁstrucféd to eé

Senator Moseley—Braun, 'To'dQ that.

The Chairman. -— to do that.” “And I think it is
important thatiwe move in good.faith.to meet the ‘goals
and objectives of the budget agreement.

Senator'Moseley—Bfaun. Wéll, Mr:_Chairmanl I
mean — and I understand that. And I know you —— and,
again, this is asking the obvious question, and I do

not mean to embarrass anybody, but at the same time it

Just séems to me that if we are giving away a chicken

in every pot here we ought to at least think about the

ramifications and whether or not we absolutely have to.
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move in. this direction increasing the debt limit and
all. I am sorry. |

The Chairman. I would just point out that the
budget resolution sets forth in page 16'on the
Committee on Finance, Pa;t B, to increase the —— the
Senate Committee on Finance shall report changes in
laws-wifhin its jurisdiction, (b) to'increaee.the
statutory limit on the public debt to.notvmore-than-5
trillioe, 950 billion dollars, and that is exactly what

!

we are doing.

Senator Rockefeller. Mr. Chairman?
The Chairman. Yes.
Senator Rockefeller. Can.I.juSt ask ‘one point of

information to --
The Chairman. Senator Rockefeller.
Senator Rockefeller. —— Julie James. You are

doing an incredible job.

Senator Moseley—Braun. Yee; she is doing a great
job.

Seeator Rockefeller. You are.

Senator Chafee. Thank you.

Senator Rockefeller. I thought .that in the
budget agreement that we discussed this the other day
on the so-called 'Slim B" thing the low-income Medicaid

beneficiary and when you are moving the home health
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benefit and all of that, that thére was a $1.5 billion
set aside to make sure that citizens of Medicaid of
very low income would not have to pay fhat;

Ms. James. That is correct, Senator. 1In the
budget resolution it calls for some premium assistance
to thé amount of $1.5 billion.

We do not have anything in the.package.right now
for that. We were waiting Ed-geﬁ 6hf.fina1 numbers and
to be able to look and see what the prémiuﬁ impact was
on beﬁeficiaries as a result.of‘this'package, ahd we

are prepared to discuss that with mémbers-soAthatlthey

can have that information'before deciding_what doAto'

about that.
Senator Rockefeller. Thank you.
Senator Chafee. . Are we making a mafk—up decision

before we have'got'a score? We will have a complete
score from CB —
Ms. James. Yes. I mean, each of these pieces

can be put together. It is just difficult to try to

' accoudt for all the interactions, and that is what we

are aéking thém to produce for us. But we know that
sincefeach package meets the target that the total
meets the target.

Because the interactions are accounted for on each

table. There are Medicare interactions on the Medicaid
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table that we have accounted for and we have done the
|

same onithe Medicare table, we have'accounted for

Medicaid interactions. So we have accounted for them

~all, we just can not display them eleaily_yet because

we have not gotten the combined table.
Senator Chafee. And I point out, and th1s,‘
again, 1s my first markup of either a Medlcald or

Medlcare, or tax package, but partlcularly on the;;

' entltlement side we have not done a very good jOb of

forecastlng the expendltures, have we°' I mean, we have
gotten prev1ous marks . e1ther w1th de0151ons to expand

or change the underlylng statute° I'mean, have we not

usually o |
| Ms: James. Histoficaliy, iSuﬁhét'what you are
asking?'’ | A

Senator Chafee. Yes, I'meah,:thereahave been”

previous moments when -=-—

Ms. James. Yes, spending_has exceeded'what the
estimates were. | |

Senator Chafee.  Spending exceeds what the
estimates were.' o o

Ms. James. It has in the past,>yes.

Senator Chafee. So it is good as I am talking
about this thing to put an asterisk on it and show dowh

at the bottom, do not expect my forecast to be — not
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yours, hut mine —— because I am the one that is going
to have to vote on this thing, right. I should not
actually count on the forecast being what we are
forecasting. | |

If anything I need to acknowledge that there is a
possibiiity with interactionS»and changes in behavior
and everybody is going to be trying.to_get‘as\much~as
theyApossibly oan that it is likely that Qé are going
to spend more than we are forecasting |

Ms. James. Well, I mean, given the current
assumptions CBO has tried to take all of that 1nto
account. But it is based on the best information that
they have today and it may prove to not be in fact what
happens‘in the future. |

Senator Kerrey. Thank you.

Senator Moynihan. Now it is clear, right?
Senator Breanx. Clear.

Senator Kerrey. It is clear.

The Chairman. This completes the review of the

spending side.
I, too, want to thank the staff Julie in
particular, but all the members for a job well done.
[Applause. ]
Ms. James. Thank you.

Senator Kerrey. Now that you have confessed we
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are going to turn the lights on.

The Chairman. At this time I would like to
reces$ for a short period to have an informal meeting
of thé committee. At this meétingAI will forewarn you,
I wouid like td discuss amendmehts as well as the
children's health. So we will —— yes, we will be in
‘215, éuf Financé Committee‘HearinéuRéqm,y

Senator Chafee. Bill, cOula I’jUstVask one
question before Julie goes. A quick'one on the —

The Chairman. Sureﬁ Go right ahead;

Senator Chafee. Cn'the disabled, Julie, we .do
not cover the disabled who weré~not _ I-amLtalking
about the legai“immigfants} We]do.not,coverithose who

_were'—— other than those who were collecting a year

ago. However, theré was a suggestion’ that ‘they might

-16 be poésible uhder the Chairman's mark tb cover those
17 for a limited period of time. And‘there was a question
18 of how long that would be, but there was something
19 abéut the immigrants ——
‘ 20 Senator Moynihan. May we -have order?
i 21 ;Senator'Chafee. There was a question that the
i 22 immigrants would be able the apply until September 30th
} 23 of this year. I just did not understand what that
1 24 mean£ to them?.
25 ‘Ms. James. Well, that was the date that in our
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discussions with CBO, that was the date that we arrived
at in order —— within the restrictions that we had in
terms of the money that was available. |

Senator Chafee. But they have to apply and then
they might be carried on indefinitely?: B

Ms. James.l Yes.

Senator Chafee. - We have enougﬁlmoﬁéy‘ff

Ms. James. If they apply, ves. o

Senator Chaféé. -— for thém?

I see. All right. Fine. -Thank"Yéu;

‘Senator Murkowski. Mr}.Chairman,7I_wdnder,iftyou

- could start with -- do you intend to start with the

children's healthbwhen you go‘baqk.infas opp¢s§d to the
amendmehts? | - |
Senator Chafee. No, I am not S£aﬁing~that;‘ It .
is a:matter'for us to discusé back in the committee
room’ | | - |
Senator Murkowski. I just thought mafbe from the
standpoint of your agenda because I'havé-got'a shprt
meeting at 4:30, and I will probably be.gone'for 15

minutes, and I wanted to make sure I got back for the

amendments .

The Chairman. Good. Good.

Senator Murkowski. Good, yes. Thanks for the
assurance.
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The Chairman. The committee is in recess.

[Recess at 4:22 p.m.]
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EVENING SESSION

[9:33 p.m.]

The Chairman.  The committee will please be in

order.

I have had'thé Finance Committee staff go through the

amendments that have been proposed by members of the

cémmittee.- Each member of the Finance Committee has a
page wi#h a iiSthf_thése amendmenfs. These amendments
will be‘aécepﬁed}fif‘there is no objection.

Senatdr Mojniﬁan. I so move, Mr. Chairman.

The Chairméﬂ}'  Thése in favor, signify by saying
aye. |

[Chqrus.of;a§¢s]

The:Chairman;_ Opposed, nay.

INo?reSpbnséi"

Thefchairman.':“The ayes have it. The amendments are
adopted. o |

Thefe has been today a considerable discussion about
the Chiid HealthiInitiative under the Budget Agreement.
The Finance Committée.has been instructed to provide $16
billion‘to expand;health coverage for children.

Under the proposal contained in the Chairman’s mark,
States will have an 6ption as to how they choose to
participéte in tﬁe;Child's Health Initiative. Each State
may chooSe to spend its allotment through a cap grant or
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through{an enhanced Federal match to expand its Medicaid
program.

There are two modifications to this initiative.
These two modifications are being made by the Chairman to
the Chairman's“mark.

with that, the Chair will recognize Senator Chafee

' for four minutes.

Senator Chafée, " Thank you very much, Mr. Chairman.

The amendment that I have submitted, on behalf of
mysélf énd_12 members of this committee,'provides‘theb
following. | :‘.

Fir;t of ali, the States do not have to do anything

if they do not want’to. If they want to access the
enhanced funding,'then they have to do two things.
First, they haveifo cover the 14- to 18-year-olds who are
currently not co?ered; who are at zero coverage. That is
the curyent_sitgation. Those 14- to 18-year-olds have no
Medicaid coverége;

Under this pfdgram, those children would have to be
covered up to 100 percent bf the poverty level. That is
the first step. The second step, is that those children
who are on Medicaid would be entitled to remain on
Medicaid for a yeér, even though their family’s fortunes
might chgnge. |

Now, once the State has done that the State can go up
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1 to 133 percent of pbverty and receive the enhanced

2 dollars.

3 Can' we have silence here, please?‘

4 The ' Chairman. The Senator is entitled to be heard.
5 Senator Chafee. Once the State has reached covering
6 those children ﬁb to_133 percent of poverty, then they

7 ~can choése éne Of two routes. They have got a choice.

They can stay in the Medicaid area and cover the children

8
9 up to 150 percent of poverty, again, with thé
0

1 ehhancement. _ '

11 If they do gbt'want to do that, then they can go the
12 so—calléd leck grant route, which gives the governors
13 conSiderable‘;atitudé.' Indeed, you are liable to end up

14 with 50 different programs.

15 NowA let me just say, Mr. Chairman, what are we

16 trying to do here, what is this all about? What we are

17 trying éo do, is seVeral things. First, provide health

18 insurance for per children with a set of decent

19 benefité(_with a program that will cover as many children

20 as we cén reacﬁ.

21 That is the so-called entitlement program. That is

22 what our Medicaid program is. Our program takes care of
3 23 every oné of those. It is a proven program that is

24 currently in effect in 50 States. All 50 States have a
| 25 Medicaid: program, so you are not setting up a new
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mechanism to take care of these increased numbers of
children.

We provide that the funds that go out through the
enhancement will. encourage the States to increase their
coverage. If é Sﬁate is already doing that coverage,
then they must maintain their effortlwith continued
effdrts|in COnneCtibn-with child health care.

Now) Mr.'Cﬁaifman, what about the sb—called block
grant approach;Whidh seems to me has evol&ed,'frankly,
into a éut_and paste dperatibn? It is continually
changiné, but thé latest vérsion for the package for the
childfeq is modeled after the Federal Employees Health
Behéfit‘Paékage.~:Thét,4of course, has deductibles and
co-payments in:that, hardly the kind of program for very,
very low-income people.

Now, the suggestion is that it will be sent then to
the.Secﬁetary of_ﬁﬁsiand then presumably he or shé will
make some changes'to it', I find that entire program
very, véry vague.

It.seems-to me that the currently existing Medicaid
package ﬁs a good package for children, and that is the
package we should be trying to adhere to.

So, ﬁor thoSe.reasons, Mr. Chairman, because I
believe that we adhere to the objectives, health
insurance for poor children, our program is aimed at poor
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children, it is not up to 150 percent of poverty, it is
for the lowest-income children, with a set of decent,
prescribed benefits as set forth in the Medicaid package
and its'entitlément program. It is going to cover all
the children that we can bring into the program.

So,ffor those reasons I strongly support our program,
which pfovides,.fromvthe $16 billion, $12 billioh will be
devotedito the Medicaid portion of it, with $4 billion
for the’block_graﬁf for those governors who want to add
something on top of it.

The‘Chairmah,' ~Senator Gramm.

Senator Gramm. - Well, Mr. Chairman,. let me, first,
say that I do not:have,anything.negative to say about
Senatoerhafeefs plan. I think it is a testament to the
wisdom of the biéartisan proposal you put fogether, that -
if.Staté govérnments are convinced that Senator Chafee is
right, ﬂnder-the compromise that is before-us in the
bill, egch Statevcould opt to dé exactly what Senator
Chafee wants to do.

-What;youf bipartisan compromise does that I am proud
to support; is that'it gives a choice. It requires that
all children:up to 18 be covered immediately by Medicaid,
an expansion in a Medicaid benefit.

It réquires that States submit an implementation plan
to the S%cretary. It requires that they have a benefit
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package roughly equivalent to the health insurance that
is available to government employees.

It aets out‘a-procedure where we cah guafantee, té
the_bes£ of our-ability, using procedures we have learned
from tha failuras of Medicaid, that we protect from
waste, fraud and abﬁse, from the use of provisions like
provider taxes. . | |

It $etS"0ut”a matching rate that is identical so no

State will game the system and choose to have its own

: programlas Compared-to Medicaid because it saves them

money.

Basically, ydar‘proposal lets them choose with a
definedibenefit'in thh cases, but it giveé States the
abiiity‘to set up tﬁeir own program. Senator Chafee is
alarméd that we might have 50 different plans. Those who
support the Chaifman’s mark rejoice that we might have 50
different plans, because States can learn from each
other. -

We will have.innbvation, as we have in TenCare, as we
have in florida, as we are now building in States around
the country, 15 States that have gone to their own plan.
Yet, we have got protection through the approval system
that you:have set up.

So, basically, the compromise that is built into the

bill allows .the State to do exactly what Senator Chafee
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wahts t#em to-do if they believe it is best for them. If
New York believes that Medicaid works best for them, they
can choose it. If they believe they can set up their
pregrams Withinethese real guidelines and safety
precautions we ha?e erected, they can choose to set up
their own program.

It is basically a choice that we present, believing
that notvall wisdom is in Washington,,but since part of
the money is_ceming from Washington we want some
guaranteee. |

We ha&e hadv6¥members of this commiftee,thet have
contributed to this compromise in the last day and a
half. it is a bipartiSan compromise; I hope it Will get
a bipartisan veﬁe.e

If iou waht_the Chafee plan, vote for the compromise
before ﬁs beeause it lets States have it. bBut it also
lets States, if they choose to, within our guidelines set
up theiﬁ own program. That is the genius of it. I think
it is aA excellent proposal.

The%Chairman. eWell, the vote will be on the Chafee'
amendme@t.

Sen#tor Kerrey. Mr. Chairman, is there going to be
furthergpublic discﬁssion of this before we vote?

The bhairman;- Bob.

Senakor Kerrey. Mr. Chairman, first of all, I

|
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regret Fhat theAHatch 43 cent cigarette tax is not
germanel That would be a wonderful compromise, in my
view. We could ao John Chafee’s Medicaid expansion and
Orrin Hétch'svblock grant, and we would have a done deal.
and be over it. I understand it takes 14 votes to get
that done, and we have got 12 votes to do it, and that is
not poseible;

I do appreciate, Mr. Chairman, that you have moved a
considefable disténce. I, myself, have npt——and probably
will not Until'e roll call is issued here--decided
exactly‘whether Ilam going to support your position or
not. |

I am a co-sponsor of the proposal that Senator
Rockefeller and Senator Chafee have put ub. I like what
it does: It does push the Medicaid program out and it
does seem to me to provide States some.options.

But I am impressed by how far you have gone towards
acknowledging that there is a need to create a level
playing field, that there is a need to protect so the
block grants cannot be abused.

I have a question, particularly for those who are
advocatihg the block grant proposal. I would appreciate
it if one of you eould, perhaps, answer it. Under the
block grant proposal, you are saying that the States

would have to offer comparable to the FEHB, the Federal
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But' there is a difference between FEHB and Medicaid.

The difference is, with FEHB there is a $200 a year

deductible for inpatient care, $200 a year deductible for

outpatiént surgery, $200 a Year for outpatient therapy,

and a $2,000 annual limit on co-insurance.

Now, for sOmébody that is at 133 percent of poverty

or below, this could be a substantial amount of out-of-

pocket money, and I wonder how you all have addressed
that. I am sure this has been raised in the'last day and

a half by'oppénents'of the block grant, and I am sure you

have got a pithy, intelligent, and persuasive response.

TheLChairman.,

Senator Gramm.

Senator Gramm.

Mr. Chairman, let me say that

Senator Kerrey has outlined one of over 100 options that

are available under the Federal insurance system, and

that is the high deductible option. Also under that

system you have got Blue Cross/Blue Shield, you have HMO

optionsﬁ

You will have under the new provisions that we have

adopted in this bill many other options that are

available. The effort to try to take the Federal

employee' package and find the mean point, you have taken

one extreme, but the no-deductible HMO would be another

extreme.:
i
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Senator Kerrey. It may be that I read off the
extreme, but I asked for the standard FEHB. I have asked
for thelmid+point, not the extreme.
Senator Gramm. The point we are trying to reach
here, w;thout'fbrcing people into one sort of pigeonhole
of the ﬂedicaid package, which is the most‘generous'

package anywhere, is to simply take a standard that

‘everybody knows.édmething about because it is held up as

a standard for_brivate insurance, and;that is the'range
of options'that are évailable under the Federal system. -
Basically, whatfwe are saying is, looking at that
whole system and finding a mean point, that is what we
want to set out as a standard. Now, obviously, we are -

requiring that thé‘States cover the poorest.children
first.

Senator Kerrey. Well, Senator, I am ldokiﬁg at a
Blue Crdss/Blue.Shield, This is Not a Bill/Explanation of
Benefitiform, for a routine ear infection, what we ove.
The beneficiary owes $99.38 out of a bill of $132.50, and
$33.12 is what the individual has to pay. That is the
co—payment-on a standard. There are deductibles of $200
and $400. I mean, this is a standard plan.

Again, I appréqiate that you are trying to say that
the Statés have to héve some standard, but the question
is whether or not the FEHB midpoint is a standard thét is
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high enough,'givenlthat we are going to be trying to help
lower—ihcome working families out there acquire not only
health insurance, but the capacity to take care of their
children.

Senator Gramm. | If I might respond, Mr. Chairman.
Basically, we héve a spectrum of plans from HMOs that
have no}deductibies to high deductible plans available to
Federal empldyees;

What we were seeking to do was to pick something that
everybody understood, but that had some‘variancé in it;
buf we are doing stething.that Qe had never done before‘
in our previous pfépOSals, and that is, we were setting a
generally expeéted_benefit package to give assurance to
people who were concerned that States were not goingrto
proQide insurance boverage. The governors and the
legislatures have a mandate, under our bill, to cover the
poorest children, first.

Obviously, what they will do in terms of what the
cover wiil depénd on the amount of money they have
relative to.the'number of children they cover, just as in
TenCare they wefe ablé, by dropping out of the Medicaid
system, to cover an additional 340,000 children.

» When'they made the decision to do it, they baéically
concluded, and I quote the director of their health
department, "The uncontrollable growth in the cost of
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Medicaié threaténs the financial stability of State
governmént.” What they did, is they set up their own
program:that did'not"haVe as generous a package, but it
covered 340,000 additional people. So, it is that kind
of flexibility we want to give the States.

Butjto anybody who is worried ébout there not being a
definitﬁon.df what the minimum ié, by setting the mean
point of thefspeétrum'for Federal employeéé, I think we
have defined a mean point that is meaningful.

Senator;Hatéh. Well, Mr. Chairman, if I could just
add éométhing'hefe. You see, one of the reasons why the
Chafee ﬁlan islsoﬂimpoftant to some of us with regard to
bhildren islbecauSe the early and periodic screening,

diagnosis, and.treatment, the EPSDT, is designed to help

- children. That is not part of the Federal Employee

Health ﬁenefiﬁ program, nor is it going to be part of it.

This means-eyéglaSses, it means heafing/audiology
fests, it méans.dental work for these poor kids that
otherwisé are hqé-going to get it and are going to be
well behind-their_peers as they go through school. So
you cannﬁt really bompare the two things.

And }et ué facelit, if you were governor you would
love to be able to not have to provide those services, or
some othér aSpect of services that you would normally
provide. .
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Thié particular program, EPSDT, has been part of the
Medicaid program virtually since its inception. From the
beginniﬂg, EPSbT recognized that children have unique
medical;needs and cannot be treated as "little adults."

The original EPSDT regulations required State
Medicaid programs_to'cover screenings to detect
childreﬁ;s medical préblems; necessary treatment of those
problems to the éxtent the State covered such treatment
for adults, and necéSsary dental, vision, and hearing |
care; regardlesé:Of wﬁether adults were covered for such
serviceé.“

Now, T imaginé most of us on this committee have
sufferea frOmVSOme.SOrt of hearing, sight, or dentai
problem durihg_our iifetimes. Now, the Blue Cross/Blue
Shield gtandard pian exemplifies the FEHB plans'that
enroll the most workers.

This plan-dénies coverage for certéin preventive<
services that cﬁildren need, such as general eye exams
and eyegiasses, which many children need to see the
blackboard and learn in school. These kids will not get
that, otﬁerwise.

Children aléo cannot receive hearing exams and
hearing aids, even though many children have repeated ear
infectioné. My own grandchildren, one of them, has had
just one:operation after another to try to help him with
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his ears.

Similarly, when you stop and think about it, some of
them caﬁ suffer permanent hearing loss and other
developﬁental déléyS~associated with hearing problems.

Nowi the pian.also imposes across the board treatment
limits,fthe Blue Cross/Blue Shield standard plan, that
deny essential care to children with special health
needs. ’For example, only 25 speech therapy visits per
year aré coVered, even for children who need more in
order to lea;h to speak and develop into healthy,
productive'aduithood.

Now, that limit may work for adults, but it is not
going t6 work for children. You are talking about,
similarly, only és.outpatient mental health visits a year
are covéred, eyeh for a child who was badly sexually
abused and needs considerably more care.

So in 1989, Congress, on a bipartisan basis, expanded
Médicaid coverage for children by providing that when a
health screen‘shows that a child has a problem the State
must cofer medically necessary treatment for the child,
even if the Stafe.doeé not ordinarily cover that
treatment for adults.

It dpes involve drugs, dental care, vision and
hearing care, speech and physical therapy, respiratory
care, and many other services that are not provided by
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the Federal Employee Health Benefit program.

I admit Ehat’it is more expensive to do it the Chafee |
way, but there is a reason for that. This EPSDT is the
reason. I think you caﬁnot ignore that here. That is
one reason why.I”am going to support Senator. Chafee on
this mattér. | | |

ThejChairmahL  I have Jay Rockefeller on the list
next, tﬁen Don Nickles.

Senator Cdnradi.A'Mr.-Chairman, might I get on your
list as‘well? | |

.The'Chaifman. Yes. But we do want to proceed if we
can, so;I'wduld'ask'each of you to keep youf comments to
three minutesf |

Senator Rdckéfellér. Mr. Chairman, I hope I can

proceed as the'prévious,spéaker, as I am the original co-

‘sSponsor to'the Chafee—Rockefe11er bill, and I have not

had a charnce to falk‘virtually at all.

First oanll, let me say that wﬁat has not been
discussed in all of this is children. We have not
referred to them in our discussion behind closed doors
which went on er hours, and out here we are not going to
do it. The Families USA report, 89 percent of these
folks that we are>talking about, the head of the
householé worked éither all the time or most of the time
over a 24-month period. |
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John Chafee and I, I thought, made a very good
compromise with those on the other side, the block
grants. _The House has done the block grants. The House
has made the governOrs very happy. Then there is our

side. We are called the Senate. I think we were meant

‘to do what we want, then we confer.

But John Chafee and I said, all right, we will not
require that all $16 billion gé_to Medicaid, we will say
$12 billion will go to Medicaid and $4 billion will go to -
block grants; In so séying that, we were kind of |
dismisséd. | :

But I need'to repprt to my colleagues and those who
may be interested, that the $4 billion that is allocated
for block grants iS 5 times more than is currently being
spent under a block grant or State approach by all 50
States édded upAtogether.

If you tOOk'éll 50 States that are sort of doing
stuff on their own, it would come up to one-fifth of the
$4 billion, which we allocate to something called a block
grant.

During the course of our previous discussions,
standards were rather vague. Bob Kerrey has mentioned
already the extraordinary deductibles that are associated
with FEHB and that, therefore, would be associated with
the block grants because those have been merged now and
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that would take a substantial part of the income of poor
people.

It used to be a common thought that one of the

'reasons‘that we did Medicaid and that we did larger

programé is becausé they had volume purchasing power.

You could get a better deal for your dollar.
Now,'you‘takelSO States doing 50 different things,
and I-wérn you that the Stétes will take the block grant.

Remember, there.is.nQIChoice in the Roth plan. I say
that wifh resbeé£. 

But:théfe is,nq.choiCe. You either go block grant or
you go MediCaid;:you cannot mix the two. ‘You go one way

or the other. I'predict to you that the States will go

‘the way of the block grant, at least for the first few

years, because that is what the governors want.

There have beeﬁ an amazing number of governors
calling, as oné of our Senators said, governors who had
never evidenced an interest in children are all of a
sudden calling all day today and yesterday to talk about
the need for block grants. Well, there is a reason for
that: they get money, they like that.

The leverage .is not there. You have to duplicate
administrative facilities of Medicaid and the block
grant. Medicaid is ongoing. Of the 38 States that have

expanded, coverage for health care in this country, so far
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33 have'done it through Medicaid. They find that
satisfactory. 'Why? Because it is a 30-year-old program
that works. Everybody knows what it is. "Families know
what to expect, so does the State.
So why the compelling reason to create the block
grant in the name of something called State flexibility?

Well, we do that. We do that, $4 billion, 5 times more

.than the entire country is doing right now. That seems

to me'a;bipartisah compromise.

It étrikeslﬁe aé a fair deal; what it particularly
strikes me as is.a better deal for fhe_childrén'of
America:' We are he:e for one purpose only,'and that is
to provide health insurance for up to as many of the 5
million;we can pdsSibly do, and more if poSsible,'and to
do it in the most efficient, humane-way. The Chairman’s
mark does not lead‘us-in that direction. I regret that.

The Chairman. Don Nickles.

Senator Nickles. er. Chairman, first, I want to
compliment you because I think the approach that you have
taken,ione, can have strong bipartisan support in this
committee and on the floor, and I think that is
important. |

Two, I would jusf take a little, maybe, difference of
opinion with Senator Rockefellér. I think States do
care. . The facté aré, there are 39 States fhat do more
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than Me@icaid mandates today. 39 States. 32 States have
programs outside of Medicaid. So States are already
moving, and that is very positive. We want to encourage
that.

Mr. Chairman, in your proposal you allow the States
to have Medicaid expansion or block grant, and they can
choose. Ibfhiﬁk_the States will choose what they believe
will be in the best interest of helping kids.

A céuple of reasons. I want to compliment John
Chafee and the spohsors of his propoéal, but I disagree
with it for a couple, three reasons.’ First; I have to
ask you a questibn; Is your enhance matched 30 percent?

Senqtor Chafee. It is 25 percent.

Sendth Nickleé. 25 percent. All right. I thought
it was 3p percent.

Well, let'me just mention a couple of things. One,
under hié propoéal I am afraid you coﬁld be paying for a-
lot of kids that'already have this coverage. And I
compliment Rhode ISland, they cover kids up to 250
percent;:Hawaii cdvers kids ﬁp to 300 percent of poverty.
Some'Stafes have really reached out and done a lot.

Well, we are not going to be covering any additional

kids under that proposal, what we are going to be doing

'is having a higher Federal match. We are going to have a

25 percent increased Federai share.
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That means a State that was contfibuting 50 percent
is goin§ to bé contributing 25 percent more than that.

It will;be 62.5 percent. A greater Federal share for
paying for the same kids. That is substituting Federal
dqllars:for State dollars, but it does not insure any
more kids.

Sengtor Chafee. Well, if that is a quéstion, the
answer ié thatuuhder our program we require that the
money be cOntinued-to be spent for health care for
children. |

Senétor Nickles. Well, I do not quite of think of
it in the form of a question. I asked this question
eailier today. I believe you could have significant
substitdtion whete you would have greater Federal dollars
paying ﬁor the'kids in Rhode Island, for example, that
the Staté.alreadf covers above the Medicaid mandate that
right noﬁ is paid for by a smaller share.

In Rhode Island, for example, today it is 53.9
pefcent.‘ If it is a 30 percent enhanced match, that
WOuldvbe;70 percent. Now it is 25, so it would be closer
to 67 pe;cent.'

So tpe’Federal Government was paying'53, now is going
to be paying something like 67 percent. The Federal
Governmept is going to pay more, but you are not going to
insure more kids. I do not think that is a good
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solution.

So, Mr. Chaifﬁan, I think you have come up with a
good approach. States are doihg a good job. I do not
think wé should.be increasing a brand-new entitlement -
program, making it so attractive that States are going to
receive 65, 75, 80 péréent, 90 percent Qf this program
financed by thé‘Federal.Government. I do not think that

is a wise idea.

Senétor Conrad. Mr. Chairman.
The Chairman. Kent Conrad.
Senator Conrad. Thank you, Mr. Chairman.

Let me just say, about what Senator Nickles just

i

indicated, in'terms of States doing more, New Hampshire

is covering 39 additional ‘children, Utah 99. We are

'talking§about, some of these add¥ons are very, very

- limited.

But let us go to the heart of the issue. Whét is the
purpose that we'éreAgathered here to address? The
purpose;is covering 5 million additional children in this
country. If we are going to accomplish that goal we need
to do it in the most‘cost—effective way possible.

The most'cost—effective program that we know of is
MedicaidL It has got the lowest overhead of any of the
proposals, I think, before us. It is tested. It
provides: a benefit package'specifically tailored to
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children.

Let  me go.td the problems that I see with the
Chairmaﬁ’s mark. And I would acknowledge the Chairﬁan
has made a good'faith effort to improve his offering.

But I ah afraid we are still left with a package that
will allow Staté gaming.

We have seen it with the DSH program, we have seen it
with other State operations, that take money that is
intendea for one purpose and uses it for another. We
have seen it repeatedly. |

I tﬁink this ‘is open to that occurring again, that

instead‘of getting additional children covered, what we

will find is the States take the money and subsidize

other StateAprograms not covering children.

Finally,_Chafée—Rockefeller provides seamless
coverage for children of a family. 1In the Chairman’s
mark, a child under.6 would get Medicaid, but his 7-year-—
old sister mightbget a completely different health
package, leading to complexity and confusion.

Mr. Chairman, I really do think you have made a good
faith effort, but I think Chafee-Rockefeller have a

superior proposal for covering children.

The Chairman. Next, we have Senator Moseley-Braun.
Senator Moseley-Braun. Thank you very much, Mr.
Chairman.
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I am glad that Senator Rockefeller mentioned that we
cannot ?ose sight of why this exercise exists. We are
talking'about, how do we provide coverage for children?
Just to put a ;eality check on some of the
conversétion( wheﬁ we talk about poverty levels, what
i

constitutes 100 percent of poverty. For a single mother

and a child, the poverty level in 1997 was $10,610 a

‘year. $10,610 a year to cover all life expenses for that

single mother and that child.

It éeemS'té-me that if we @o anythihg to make it more
difficuit fornﬁeqple at that level of the income scale to
providelhealth:care.for children, we will have committed
a grievéus hérm to the most vulnerable population in this
country; o

The,Chafee—Rdckefeller proposal calls for coverage of
100 peréent of pbverty, again, the $10,000 that I
mentioned for that single mother and child, and provides
for enhapced coverage up to 150 percent of poverty.
Again, wb are not talking about people who have a lot of
disposab;e incoﬁe or who have an awful lot of options.

Senator Hatch made an interesting point, and I would
call my 6olleagués’ attention to it, having to do with

t

the extent of coverage for these vulnerable populations

of poor children.
He mentioned the EPSDT, which is the early, periodic
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screeniAg, diagnoStic, and treatment. It is a range of
serviceg, partiéularly for children, that have to do with
prevention, éarly intervention, to catch the eyesight
problem that might impede learning or the hearing problém
that might impede 5 child’s development.

Well, if wé move away from the direction of that
level of coverage, again, we will have just aggravated
the difficulties that these poor children will face. So,
my time‘is running out.

I just want to say that, while the rhetoric about the
States, 'and this, that, and the other may have popular
appeal,'and I do.not castigate any of my colleagues'for
referring to it, at the same time, at the end of the day,
in the final anaiysis, we really are talking about the

poorestf most vulnerable children in this country and the

level and\range-of health care that will be made

available to them.

It seems to me that those children should not bé left
to an accident of geography, what State they might live
in. They are all American children and we ought to make
certain that they receive a level of health care that
befits our entire country.

The Chairman.- I have two more on my list, then I

would like to call for the vote. Max Baucus and John
Breaux.
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Senator Baucus. Thank you, Mr. Chairman.
Mr.IChairman, I think this is a fairly important

vote, and let me explain why. When the President’s

health Care plan failed several years ago, I think it
left kind of mixed emotions in the minds of all of us.

On the ene'hand,-the plan was too big and it fell of its

own weiéht. |
On ﬁhe other hand, I think most of us realized‘we had

to figure out what next we were gQing to do with health

care. We did pass,the Kassebaum-Kennedy bill, which did

give additioﬁal coverage in the sense Of-portability. |

In addition, we denied insurance companies the right
to,deny‘coverage on fhe basis of pre—exieting conditions.

That was a'Federal bill. We did not give States the

option to deny because of a pre-existing condition or

States the option te provide for portability coverage or

not, instead we took a Federal approach.

My eoncern, frankly, with the mark and the reason why

I prefer the bipartisan alternative, is essentially

because if we ask ourselves the fundamental question,

under which prebosal are more low-income kids going to
get covered. the answer is quite clear: it is under the
bipartisén Chafee—RoCkefeller proposal.

This is the reason why. Under the bipartisan Chafee-

Rockefeller provision, we are extending a known program,
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Medicaid, designed for low-income people. It is an
entitlement program, but it is capped, so it is more
likely that ﬁore low—-income kids are going to get
covered. | | _

-Compare that with the mark. The mark says, all
right, $tates, fou get a block grant. Some States are
going to do a good jdb. "I can tell you from experience
thét some States;’ste States’ governors and some States’
legislaﬁures.are‘ﬁot going to do a good job. They are
going té take tﬁe.block grant money and, as pointed out
by Senatof Conféd, they are going to game it. They are
going tq use_it”for_othér purposes. It is just going to
happén. ' | |

In addition to that, the Federal Health Benefit
program is quite-vafied. It includes deductibles and co-
pays. f do ﬁot think we want a low-income insurance
programithaﬁ-has deductibles and co-pays. Under the
provisioﬁ‘before us, not the amendment, at least in the
mark, that is entirely possible. That could happen, and
that wouid be disaster for low-income kids.

In addition, I might remind Senators that already
there is a lot of State flexibility. Manyistates,
through waivers of Medicaid, have all kinds of flexible
progfams‘and some have opted out because of waivers.
Currentl? today there is a lot of flexibility.
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But the bottom line question is, are more kids going
to get éovered under expanding Medicaid or are more low-
income Eids going to get covered’under a block grant for
States?

I submit, almost by asking the question, the answer
is clear: that more kids are going to get covered under
Medicaid, expaﬁéion of Medicaid, than they will of block
grants. If that is what this debate is all about, if we
aré out to cover more kids, it just seems it is pretty

clear to me that we should adopt the Chafee-Rockefeller

amendment.
The Chairman. John Breaux.
Senator Breaux. Mr. Chairman and my colleagues, I

think tﬁat it is fair'to say, at least in my opinion,
that uléimately we will_endvup with something that will
be, I think, fairly pleasing to both sides. The question
is, how do wé‘get there?

I'think the goals are the same for both arguments,
and that is to insure more children. The question truly
is, what do we go to conference with in order to ensure
that that goai is met?

It is an interésting argument that some make that,
well, iftwe let the States have a block grant they are

going to somehow game the system, as if they had not

‘gamed the Medicaid system since it has been in existence.
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My Staté, aﬁd-many other States, have become experts at
gaming Medicaid.

So what we really ought to do is to try and devise a
system éhat puts enough assurances that when we send the
program down to the States we can be guaranteed that they
will follbw the law as we intended to do that.

I think the cbmpromise does that. I was a sponsor of

the Chafee-Rockefeller. I commend them. Their original

goal was tO<insure more children, and I agree with that
100 percent.

The question‘is, how do we do it in the best and
fairest way? Tb suggest that the States should not have
the abilitylto be_innovative.and to come up with other
ideas aﬂout how best to do it suggests that we know best
in all dreas of health care, and I think that is not
correct.

I think it is important, finally, that when we look
at what this option provides we ought to recognize how
tightly it is drawn. -A lof of the arguments I think that
were mad§ this afﬁernoon and this evening on this do not
reflect %hat is in the Chairman’s option.

Optibn 1 says, yes, they get a block grant if they
want to,‘but the block grant must be uSed for health
insuranc? coverage for children, not for vans, not for

other services, not for material things, not for pay
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increasés for State employees, but that block grant must
be used‘for health insurance coverage for children up to
200 percent of poverty. I think we all agree with that
as a goal. The fact that lower—income children must be
covered first is a‘verf positive addition..

The other part that I think is so important to
recognize, is that it says that it is to provide health
care fof childreﬁ that is consistent with the Federal
Employees Healtﬁ Benefit plan.

That does not mean they have to have the same
premiums, the éame éharges, the séhe_dedUctibles. It
says the cerrage. When you are talking about coverage
you mean what is covered by the plan; not how much if
costs, not wﬁat the deductibles»aré, but it must have the
same cerrage that is consistent with the Federal
Employees Benefit‘?lan.

Finélly, thé ultimate protection is that we have to
say to évery State that they have to submit ; plan‘to the
Secretary, and the Secrétary must certify that all of
theée tﬂings in_thié option are being met before that
Secretary can approve it, regardless of which Secretary.
and which administration it happens to be. I think that
this is a fair compromise and, ultimately, my colleagues,
I think, are going to come up with most of us can agree
with, it is just how we get there.
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The Chairman. I believe the time has finally come

for a véte. We have had a full and extended debate.

Senator D’Amato. Mr. Chairman.
The Chairman. Yes, Senator D’Amato.

Sen@tor D’Amato. Thank you, Mr. Chairman.

Mr.jChairman, it is important for us to ascertain
those Sﬁates that do have an effoftlnot‘mandated by
Medicaia to be sure we are not goihg to be placed in a
situation where wé lose certain benefits; Let me be more
spedifid. |

New .York now has a plan that has been in operation
since 1990 and has been expanded quite a bit called Child
Health Plus. Now, it spends $110 million a year. It
basically is managed éare;

As é~resdlt of pooling and a number of‘insurers
coming in, it provides insurance for 130,000 children.
That is roughly.a.cos£ of $84 a month, and it comes to a
little ﬁore than $1,000 a year. Let me assure you that
it coveﬁs up.to age 19, and up to 220 percent of poverty.

Now,:why do I bring that up? It covers the whole
array of doctor’s visits, inpatient lab tests,
diagnostic, emergency foom, prescription drugs,
radiation, kidney dialysis, et cetera. It is the goal of
the Staté to continue to expand that.

I bring this up for several reasons because, yes,
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1 there may be some States that have not and do not

2 provide; but I believe that to characterize all of the

3 States énd their efforts in that manner 'is certainly not
4 accuraté. Can we do better? I think, certainly. Are

5 States doing better? I think many are, and many will.

6 - I am a co-sponsor of the legislation by my good

7 friend,EJohn_Chaféé and Senator Rockefeller. Having said

8 that, the block:grant does provide a flexibility that our

9 | governo¥-éeeks.

10 I h§ve to>ask one question, because we provide these

11 serﬁiceé by uée_df a provider tax. I have to get two

12 'things.i Number dne, can we use_Our current spending on
i; 13 our childrén,'thét‘$110 million, that health insurance

14 'brogram% as pért of our State match if we were to

15 support: or if the Chairman's plan were to be adopted?

16 Mr.éSmith. Senator, I think the intent is thét the

17 States ée recognized for the additional coverage that

18 . they have already covered, and we certainly do not want

19 to penaliée Staﬁes Who.have already done more.

20 Seﬁqtor_D’Amato. .That is very important to us, so

2] that we;are not penalized or lose the ability, if we are

22 purchasﬁng this insurance, that we could not use it as a

‘23 match. |

24 Secohd, there will be no prohibition against using

25 that provider tax?
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Mr. Smith. The same rules of Medicaid that are

already there would apply to the new program.

~Senator D’Amato. So we could still continue the use
of that tax.
Mr. Smith. Provider taxes and donations are

allowed, to some extent,-under current law.

Senator DfAmato. Mr. Chairman, I thank the
Chairman. " Now, that is a very important element, and I
héve'haq.our.State~health people and budget people
working?with Senator Moynihan and T fiantically to
ascertain that. Under those conditions, I can support
the Cha%rmaﬁ’s'méfk.

Senétor Rockéfeiler. Would the Senator from New
York yield?

Senator D’Amato; Cerfainly.

Senétor Rockefeller. Just to the observation that,
under the Chairman’s mark, whereas it is true that New
York ha$ covered about 90,000 children, it has, I think,
about 900,000—some,uninsured children yet to go.

Senator D’Amato. We are up to 130,000, and I think
that is h pretty good effort, and an ‘effort that is
intendedéto expand to some 200,000 in the next two years.

Senaior Rockefeller. If T could just make my point,
sir. |

Senafor D’Amato. Certainly.
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Senétor Rockefeller. You will not be able to get a
whole 16t highér because what has not been pointed out
yet, thé Medicaid in the Chairman’s mark is capped. You
cannot spend, for uninsured children, beyond a certain
amount. I think it would be impossible for New York to
cover its 500,000 that the Senator himself refers to.

The Chairman. I think the time has come for the
vote. Let me point out, an aye vote will be for the
Chafee Medicaid amendment, a nay vote will be opposed to
that amendment.

The Clerk will call the roll.

The Clerk. Mr. Chafee?

Senator Chafee. Avye.

The Clerk. Mr. Grassley?

Senator'Grassley. No.
The Clerk. Mr. Hatch?
Senator Hatch. . 'Aye.

The Clerk. ‘Mr. D’Amato.
Senafor D’Amato. No.

The Clerk. Mr. Murkowski?
Senator Murkowski . No.

The Clerk. Mr. Nickles.

Senator Nickles. No.
The Clerk. Mr. Gramm.

Senator Gramm. No.
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The1Clerk. Ms.

The?Clerk. - Mr. Lott?
Senator Lott. No.
TheiClerk. Mr. Jeffords?
Senétor Jeffords. Aye.
The;Clefk. Mr. Mack?
Senator>Mack. No.
The 'Clerk.. "Mr. Moynihan?
Senator Moynihah; Pass.
The Clerk. Mr. Baucus?
Senator Baucus. Aye.
The Clerk. Mr. Rockefeller?
Senétor Rockefeller. Aye.
‘ The Clerk. | Mr. Breaux?
Senator Breaux. No.
_ThejClerk. Mr. Conrad?
Sénétor Conrad. Avye.
The;Clerk. Mr. Graham?
-No.

Moseley-Braun?

Sendtof Moseley—Braun. Aye.
The Clerk. Mr. Bryan.
Senaﬁor'Bryan. No.
The Clerk. Mr. Kerrey?
Senafor Kerrey. Aye.

' Chairman?

The Clerk. Mr.
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TheEChairman. No.

Senator Moynihan. Moynihan, aye.

TheiClerk, ' The votes are 9 yeas, 11 nays.

The Chairman. The Chafee amendment does not carry.

Senator Hatch?

Senator Hatch.  Thank you, Mr. Chairman.

Theéamendment I am offering on children’s health.

Senétor Gramm. I thought we were going to do the
Kerrey amendment . |

Senator Hatch. Well, they asked me to go next. I
am hap§§ to wait until the Kerrey amendment.

TheiChairman. No, we will proceed. Senator Hatch,
please.‘ |

Senator Hatch. = All right.

. The:amendment that I am offering on children’s health
is based on the bipartisan Hatch-Kennedy child
legisla@ion. The essence of this legislation is to
increasé the tobécco tax 43 cents in order to finance
voluntafy_State children’s health insurance'programs and
to prov#de for deficit reduction.

NowA some might make complicated arguments tﬁat my
amendment would violate the Budget Agreement. Some will
cbntendzthat an amendment that actually reduces the debt
by $10 Sillion over 5 years is somehoﬁ antithetical to a

balanced budget deal.
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Now, I would just raise in advance, why should this
amendmeﬁt be considered as out of order in a legislative
package'that makes an édjustment to the Tax Code, such
as, forfexample, the proposed adjustment to the HI Trust
Fund?

Now, the American people support this proposal. An
April 2§ Wall Stfeet Journal /NBC NeWs poll asked a simple
questioﬁ: ”Two'Senators, a Republican and a Democrat,
have préposed increasing cigarette taxes by 43 cents a
pack and giving_muchvof_the money to help States provide
health insurance for uninsured children. Based on this
descripﬁibn( do ybu‘faVOr or opbose this‘pian?"

Seventy-two percent of Americans agree with our plan,
and this support cuts across almost every demographic
category that you can think of. For example, more than
50 perceht of smokers agree with the Hatch-Kennedy plan.

- Now,. experts‘believe that tobacco costs society $100
billion?annually, including $50 billion in direct health
care costs. Of this $50 billion, there are $10 billion
in annuaﬁ costs to Medicare, $5 billion in Medicaid,
$4.75 biﬁlion to other Federal programs, and $17 billion
in incre;sed insurance premiums.

So tLe‘case.against tobacco, and for a tobacco user’s
tax incréase, is strong. As a conservative, I carry a
strong p%esumption against all tax increases, but in this

|
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case I believe the burden has been met.

There is an equally strong case to increase resources

for chiidren's health insurance. Ten million American

children without health insurance is simply too many. My
amendmeﬂt,'taken in concert with the $16 billion already

in the Budget Agreement for children’s health, will go a

substantial‘way.toward addressing this problem.

But the simple‘fact is, $16 billion is not enough to
get the !job done. The Federal share of Medicaid is about
$860 per child this year. According to the Employee
BenefitfRésearCh Iﬁstitute, there are about 4.7 million
uninsured children in families with incomes less than 125
percent of péverty. That is about $19,500 for a family
of four; |

To cover theée children will cost $4_billion this
year, and that is almost $1 billion more than is in this
Budget Agreement. As a matter of fact, if we use the
same calculatioﬁ dn the total of 8.3 million uninsured
children that live in families under 240 pergent of the
poverty level, it would cost $7.14 billion this year to
cover these children.

My amendment, if we combined the $16 billion already
in the budget agreement, would raise $7.2 billion on a 5-

year annualized basis. This sum, of course, would not be

sufficieht to cover those 2.2 million uninsured children
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O |

1 in families over 240 percent of the Federal poverty

2 level, nor does thié calculation take into account the
3 impact of health care inflation over the 5 years that

4 Qill shrink the actual purchasing powers of these grant

5 dollars,

6 Also, tﬁis simple calculation does not take into

7 account the enhanced Federal match rates which serve as

8 an inceﬁtive to get States to participate in children’s
‘9 programs.

10 . Wha£ these'simple calculations do prove, though, is
11 “that $16 biilion alone is not anywhere near sufficient.

.12 Only if5$16 billion is combined with the Hatch-Kennedy

= 13 child bill can we make substantial progress on this

O

|

i : 14 problemj

15 ‘ -Nowﬂ withlregard to the health benefit package, I
16 have aldaYs séid to the governors I will be flexible on
17 it, and we will; But I think it is impoftant that we !
18 - vote fo% this tonight, and I would ask that we vote for
19 it in committee.
20 Sen@tor Gramm. Mr. Chairman.
21 The ?hairman. Yes, Senator Gramm.
22 Senator Gramm. Mr. Chairman, let me say that we
23 have jusf decided, on a bipartisan vote, to go forward
24 with a méjor new innovation, spending $16 billion and

25 giving States the ability to opt for Medicaid or to

(V) - MOFFITT REPORTING ASSOCIATES
| (301) 390-5150




(82}

11
12

14
15
16
17

18
19
20
21

22
23
24
25

A W N

] 199
develop their own plans within strict guidelines.

What Senator Hatch is proposing is that we take a
system %hich we just decided at the committee level to
start t%o and a half minutes agd, and add another $20
billionito it.

If fbu take the 5 million children that we have all

targeted that we want to cover, and if we are funding it

over 5 Qeafs,-and you take the amount of money that would

 be provided-by the Hatch proposal, we would be providing

$1,444 per child, which is more than twice the amdunt

'that anfbody estimates that this program would cost us to

1

'put into place. That is with no State match whatsoever.

So I think-what}we are seeing here is a good idea
gone crazy.‘ Why}Should_we buy every child two'insurance
policies when:we can buy them one insurance policy?

Nowé I.know-how people feel on the tobacco tax, but
let me iust remind my colleagues that this is not just a
vote onithe tobacco tax, this is a vote to raise taxes on
tobacco;and to Spend the money on a purpose that we have
alreadyfprovided'$16 billion for on a bipartisan basis.

So f believé, Mr. Chairman, that the committee has
spoken Qn this issue.. We have set up a program providing
$16 bill&on. vComing back now and adding another $20
billion io that program, providing more than twice the
amount o? money needed to insure every one of the 5
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million children that we are targeting, makes absolutely
no sense.

If eomeone is just overcome by the desire to tax
cigarettes, I ask that they consider that if one decided
to do that, and.I am not for it, I would want to remind |
them thet they could spend the money for something else
other than forceefeeding a program that provides more
than twice the amoﬁnt of money that is required to do the
job. | |

So I think we ought to‘reject this amendment. I
think we ought to object it on a big vote and get on with
prov1d1ng a program that the Pre81dent supports at $16
bllllQné that our conferees negotiated at $16 billion,
and which we just provided at $16 billion.

.Senétor Hatch. .Mr. Chairman, could I answer?

ThefChairman, Well, the Chair wants to point out
that this proposal is in addition to the $16 billion
contained in the Budget Resolution.

TheiChair, on its own motioh, holds that the
amendment is non—-germane, under Committee Rule 2-A, for
two reaéons. One, the amendment embraces S. 525, a
proposal within the jurisdiction of the Labor and Human
Resburcés Committee, and two, the amendment embraces a
tobacco tax. Now, this is not a tax bill and that
provisioh is not germane to this spending reconciliation
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legislation.

Senétor Hatch. Well, Mr. Chairman, if I could
respond: to that.

The Chairman. The Senator from Utah.

‘Senator Hatch. First of all, let me respond to my
friend frbm Texas. We learned earlier today from Bruce

Vladeck that the House Commérce block grant may be scored

~as reaching only 380,000 uninsured children.

Now, I understand that this is a complicated matter,

' because some funds will be used for direct services and

not to purchase insurance, but it just shows_you_that
this whole area is ﬁot cheap._

We Heard eailier today from Bruce Vladeck that it
costs aﬁout $1;000-or so for a good, solid insurance
policy.:-WeAalso know thét the Federal share of Medicaid
this yeér avéraées about $860 per child.

In the first year of the child pfogram there would be
an eQen'SO/SO spiit between health care and deficit
reduction so that'$3 billion will be used fbrﬂprogram
costs. giﬁ yeér S, this program component will grow to $5
billion. |

Using these numbers as a guide, it seems reasonablel
to expec£ that, depending a great deal on how States
choose to implement this program, that our bill will be

able to cover about 3.5 million or so children in the
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early«yéars of £he children, and about 5 million children
in the fifth year.

" Now, there are many variables, such as which States
choose to particiﬁate, what their State matching
requirement is, and what co—insurance and co-payments
they require,iand sb.oﬁ. We must also take into account
inflatiqn, which will erode the purchasing power of the
yearly élloéatioh.

Now, there is another way to look at thé_problem-to

. _ \ _ ,
see how many children the $16 billion in the Budget

Agreement would cover. This $16 billion amounts to an
avéragé'of $3.2 billion per year;- If we-ﬁsed all of this
money'td buy Medicaid coverage at $860 per child, it
would‘only cover 3.7 millioh children.

Now, thié would still leave 1 million children under
125 percent of poverty with no health insurancé at all.
As I said earlier; wé think that,.together, the ‘$16
billion with the $20 billion of Hatch-Kennedy’s child
funds, would cover these 8.3 million childfen that live
in families under 240 percent of the poverty leQél.

This represents about 80 percent of the Nation’s
uninsured, poor, working families’ children. Ninety
percent bf these kids live in families where one parent
is workibg.

Now,;with regard to the Chairman’s ruling that this
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amendmeﬁt is non-germane, I would just ask the Chairmén
to reconsider that because ours is an integrated, self-
financed children’s health initiative.

During the conceptual discussion of the spendihg bill
last Thursday, it was indicated that the Chairman’s mark
itself might inélude at least one tax provision, which I
mentioned before( extehding hospital insurance payroll
taxes to State.empioyees. |

In the pést, I know the Chairman has exercised his
discretion to allow consideration of tax itemé during
mark—ups'bn spending bills. For example; during the
consiaefation of "the Reconciliation bill in 1995,
Chairman Roth allowed consideration of an amendment by
Senator_Moynihanfthat would have paid for séaling back
the Medfcare cuts by scaling béck tax éuts.'

So i would'hope you would reconsider. If not, I
would have to appeal the ruling of the Chair and ask for
a roll call vote.

TheiChairman. The Senator from Utah_has asked for a
roll call vote. I would point out that the Sénator, in
the pasth has made the point of order that legislation
proposed by, I think it was Senator Pryor, on drugs was
not germane-—--

Senator Hatch. That is true.

The Chairman. [Continued]. Because it was not
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within #he jurisdiction of the Finance Committee.
Senétor Hatch. That was not nearly as important as
this. |
[Laughter]
The}Chairman. 'So I must rule that the proposed

amendmeﬁt is»nonégermane and I would call for a vote. I
wouid péint out that an aye vote would be to overturn the
Chairman’s ruling, é nay vote would be to sustain the
appeal. |
' The Clerk will call the roll.

The Clerk. Mr. Chafee?

Senétor Chafee. Aye.

The=Clerk,__'Mr.vGrassley?

Senator Grassley. No.

The Clerk. - Mr. Hatch?

Sendtor Hatch. Aye.

The Clerk. = Mr. D'Amato.
Senator D’Amato.' Aye.
The:Clerk. Mr. Murkowski?
SenétorvMurkowski. No.

The blerk. Mr. Nickles.
Senafor Nickles.‘ No.
The Clerk.. Mr. Gramm.
Senator Gramm. No.

The Clerk. Mr. Lott?
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Senétor Lott. No.
ThefClérk. Mr. Jeffords?
Senétor Jeffords. Aye.
The;Clerk. Mr. Mack?

Sendtor Mack. No.

,The;Clerk; iMr. Moynihan?

Senétor Moynihan.  No.
The Clerk. Mr. Baucus?
Senator Baucus. Aye.

The Clerk.  Mr. Rockefeller?

Senator Rockefeller. Aye.

The Clerk. ;Mr. Breaux?
Senator Breau%. ~ No.
The Clerk. ~Mr. Conrad?
Senator Conrad. | Aye.

The Clerk. Mr. Graham?

Senator Graham; Avye.
TheiClerk. Ms. Moseley-Braun?
Senator MQseley—Braun. Aye.
The blerk. Mr. Bryan.
Sen&tor Bryah. Aye.
_ The blerk. Mr. Kerrey?
The bhairman. | We want you to vote.
Senakor Kefre?.' Aye.
Sena&or Nickles.  But not that way.

| _
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[Laughter]

The Clerk. Mr. Chairman?

The!Chairman, Nay .

The Clerk. The votes are 10 yeas, 10 ﬁays.
Senator Hatch. No. It is 11 yeas, 9 nays.

The Chairman. It takes two-thirds of a vote to

overturn the Chairman, so the Chairman is sustained by

“the vote.

We are oben‘to further amendments. Senator Kerrey?

Senator Kerrey. Back by popular demand.

Mr. Chairmaﬁ, this amendment that I have offered we
have discﬁsSed_before. It is an amendment that
eStablishes.in law in the Medicare progfam an income-
relatedﬁpremium fqr Part B. | |

As we ali‘khbw,'the Part B premiums are currently
calculated to cover 25 percent of program costs through
1998, with the remainder of Part B expenses finénced
through general revenues. It has been often discussed——

Senator Moynihan. Can we have order, Mr. Chairman?

Senator Kerrey. [Continued]. That some kind of an
incomefrelated test-needs to be applied. I have
originally offered an amendment that adjusted the
premiums}with income and with Senator Gramm'’s

t
collaboration.
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The current language of the amendment reads as
follows£ it establishes monthly premiums for individual
beneficiaries with incomes below $50,000, and couples
with inéome below $75,000 at the current level of 25
percent{ and after that level of income there is a
straighﬁ—line, sliding scale phase-out for beneficiaries
with inqomes abové $50,000 and $75,000, with the subsidy
ending qt $100,000 per year annual income for
individuals, $125,000 a Yeaf for couples, With the
subsidy phase ou£-app11ed_£o the Part B deductible.

Mr.jChéirmén; again; this has been amply discussed.
Senator:chafee,bI understénd, is still co—éponsofing the
amendmeﬂt,.and-Senator Gramm is as well.

"I would have preferred, and Senator Moynihan, as

‘well, would have preferred,'frankly, to have the income

test a bit lower, but I think this does get‘us started
and it is defensible on the floor. It is defensible, I

think, in almost every imaginable way. I am hopeful that

it can be adopted by the committee.

Senator Gramm. Mr. Chairman.
The Fhairman. - Senator Moynihan, I think.
Senaﬁor Moynihan. May I just say, Mr. Chairman, and

remind the Senators, who know this, that when the

Medicare, program was begqgun, the matching rate for the

Part B ipsurance provision was 50 percent. We were
' MOFFITT REPORTING ASSOCIATES
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holding’on there at 25 percent, but now for the first
time we return to something like the original intent of
this legislation in the interest of maintaining the
integrity of the program.

The Chairmén. Senator Gramm.

Senator Gramm. Mr. Chairman, I am very proud to be
a co—spénsor of this amendment. I think this represents
a major reform. :It indexes the equivalent of the Part B
premium: |

This wilibnow become a deductible for high-income
individualé, SOlwe will not only save the money but we
will aiSO change their behavior by the fact that they
will hage_to.pay this amount of money before they qualify
for a bénefit} something that is supported across the
whole political spectrum, in order to try to provide
incentives for people to be cost-conscious. -

I think that this reform, together with conforming
the retirement age of Social Security with the
eligibility for.Medicaid, represents by far and away the
most dramatic reform of Medicare in the history of this
country.

There is no.doubt about the fact that if this
amendmenf is adopted and sustained, together with what we
have done to conform the retirement age under Social
Security with eligibility for Medicaid, we will have done

MOFFITT REPORTING ASSOCIATES
(301) 390-5150




.ﬂ h
R !

()

) (6] > w \V}

0

11
12

13

14
15
16

17

18
19 -
20

21
22
23
24
25

209
more in:one mark—up to save Medicare than all the talk
that haé occurred in this country for the last 35 years.

‘TheEChairman. Next, is Senator Chafee.

Sénétor:chafee. Mr. Chairman, I just want to
briefly{say fhat we had this in the Centrist Coalition
budget é year ago, so I have been a supporter of it for a
long time.

Some pebpie are under the misconception that Part B
funds result from a payment into some kind of a trust
fund, tﬁeﬁ the bremium monies aré paid to the government
from that that trust fund. Not at all.

Under'the present system, the individual pays 25
percent of the cost of the premium and 75 percent, three-
quarteré; comeé.from the General Treasury of the United
States of America.

So You have the bizarre situation of loh—income
people working away, paying their taxes, and their taxes
going td pay sbmé multi-millionaire’s physician’s bills,
which is the Part B.

So this is a very, very worthwhile proposal and I

just want to congratulate everybody who has had a hand in

it.
Senator Nickles. Mr. Chairman.
‘The§Chairman,> Senator Nickles?
Senator Nickles. Mr. Chairman, I compliment
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everyone who has spoken. I concur. I would mention, I
think we suggested that all of these savings or
additional revenues to be generated from this'would go
into Part A, ié»that-agreeable?

| Senétor Kerréy. That is an agreeable change for me.

Senator Nickles. Mr. Chairman, I wouid appreciate

it, and I think my colleague from Nebraska, that that

further ensures that, yes, there will be some_additional
costs for upper inCOme people. We are saying we will |
take 10d pefcent of these costs and put that into Part A,
which dées have significant solvency problems in tﬁe
future. . |

Senator Conrad. Would the Senator accept a co-

sponsor on that?

.Senator Nickles. I would be happy to.
.Senator-Baucus. Mr. Chairman?

‘The Chairmap. Senator Baucﬁs.

Senator Baucus. I would like to ask the sponsor of

the amendment, is the point of this to phase out Part B
premiums only, or also hospital deductibles?

Sen;tor Kerrey. Just Part B. It only affects Part
B. As I said, for individuals under $50,000 and couples
under $75,000, they would continue at the current rate,

which is 25 percent.

Senator Baucus. Right. But it only affects Part B
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premiums.
j

Senator Kerrey. It only affects Part B premiums.
Senator Baucus. Thank you.
The Chairman. Is there any further comment?

[No response]
The .Chairman. A roll call vote has been requested.
The .Clerk will call the roll.

The ,Clerk. Mr. Chafee?

Senétor Chafee. Aye.
The@Clerk.‘ Mr. Grassley?
Sen%tor‘Gréésley; Aye.
ThefClerk; * Mr. Hatch?
Sen;tor Hatch. = Aye.
TheiClerk. . Mr. Murkowski?

Senator Murkowski. Aye.

The Clerk. Mr. Nickles.
Senator Nickles. Aye.
The Clerk. Mr. Gramm.
Senétor Gramm. Avye.

The Clerk. Mr. Lott?
Senator Lott. Aye.

The Clerk. Mr. Jeffords?

Senator Jeffords. Aye.
The Clerk. Mr. Mack?
Sen#tor Mack. Avye.
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The Clerk. = Mr. Moynihan?
Sen%tor Moynihan. Aye.
TheEClerk, Mr. Baucus?
Senator Baucus. Aye.

ThefClerk. Mr. Rockefeller?

Senator Rockefeller. I think not.
TheiClerk. ,‘Mr; Breaux?
Senator Breaux. - Aye.

The Clerk. Mr. Conrad?
Senator Confadf " Aye.

The:Clérk. 'qu; Graham?

' Senator Graham. Aye.
| .
The Clerk. Ms. Moseley-Braun?
Senator Moseley-Braun. No.

The Clerk.  Mr. Bryan.

1
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Senator Bryan. Aye.

TheEClerk.' Mr. Kerrey?

SenétortKerrey.'. Aye.

The Clerk. Mr. D’Amato?

Senator D’Amato.  Aye.

The Clerk. Mr. Chairman?

TheéChairman. Aye.

The;Clerkf The votes are 18 yeas, 2 nays.
ThefChairman. The Kerrey amendment is carried.
ThetChairman. The legislation is open to amendment.
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Any further amendments?

Senator Moseley-Braun. Thank you, Mr. Chairman.
The Chairman. Senator Moseley-Braun.
Senator Moseley-Braun. Thank you.

Mr.;Chairman, I propose my amendment number 6. It
has to do, really( with the languége of the mark
pertaining to cost sharing requirements. It seems to me
that,nat a time when we are seeking to address the
problem;of children lacking health care coverage, that it
is counﬁerprodﬁctive'to adopt a rule that would allow
States ﬁo cﬁarge'premiums that would discouragé many
familieé with children from participating in Medicaid.

The .cost sharing proposal in the mark threatens to

‘reduce access for care for many of the children, elderly,

and disébled”who rely on the Medicaid program, even
though there was no evidence that there was any need to
réally’éhange‘the amount that is being charged for co-
pay. ; _

Givén that thé States are likely to have greater
flexibifity to reduce reimbursement rates for hospitals,
nursinglhomes, and HMOs, not to mention the impact of the
welfarefreform, I believe it is particularly important
that we not rush to judgment in changing the cost sharing
require@ent language in ways that would mitigate

negatively against access to health care by these
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To éxplain the issue specifically, under Medicaid the
States are allowed to impose nominal cost sharing
require@ents, which has been interpreted to mean abut $2.
to $3, but they are not allowed to charge right now under
the HMOs and managed care.

Well, cértainly it makes sense to have the same
nominalréost.sharing requirement applied to both Medicaid
and HMOs, but'thé:mark sets up a new formula altogether.
The new‘formula can go as high as 5 percent for those who
are BetWeenl150‘and 200 percent of poverty. Earlier we
were talking about what those numbers are. You are -
talking.about people that do not have a lot of money.

Essentially, for a single working mother with a
child, that could be, under the new formula, as much as
$1,000 on an énnual basis. Certainly for those who use
the services, the disabled, the elderly, the chronically
ill and cumulative.users of the system, this formula
would not only impose a burden on the individual, but I
believe also would be difficult for the States to monitor
because the States wbuid have to keep track of how many
times each individual beneficiary made use of services,
the size of the co-payment he or she was charged for the
serviceé in order to enforce the caps on cost sharing
that is proposed in the mark.
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So the adminietrative difficulties, as well as the
impact en»individuals; suggest that just using the word
nominal ;as opposed to this new formula would achieve the
ends th;t this committee has set out to achieve.
I hed hoped that this would be something that we
could_werk out and it would not have to be voted on, it

would be something that could be just accepted or looked

at becauSe,'again, it really comes down to whether or not

we are going toIUSe the existing formula thet allows for

‘a nominal co— payment charge, Wthh makes sense to extend

that to‘HMOs, or 1f we are going to go to a brand—new
formula;that,_again,‘can have the untoward impacts of
closing:access_for,these vulnerable populations.

I would encourage the Chairman to consider the
amendmeﬁt,'if it'can_be accepted. Again, given the
administrative difficulties, as well as the individual
impact,:as well as the negative impect on access to
necessaﬂy primary care, that this part of the mark heeds
to be amended.

I would point out, further, that in light of the fact
that thts new formula and co-payments can be applied to
pregnanéy—related care, including prenatal care, it can
be applipd to immunization and other preventive care for
childrenp it can_be applied to prescription drugs.

It probably mekes more sense to just stick with
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nominal, the language that currently is in the law, as
6pposed;to going to a new formula that opens up all of

these difficulties that I have mentioned.

The |Chairman. - Dennis, would you comment on this
1 .
proposal?
Mr. Smith. Yes, Mr. Chairman. First, in terms of
| o

current law and those families that are required to be

covered by Medicaid, basically this is not a change for

them.

Séndtbr Moseléy—Braun. Yes.

Mr.;Smith. These are for the new populations
then———- ‘

Senator MoSeieyéBraun. For HMOs. Right.

Mr.fsmith. [Continued]. As we extend into
coveragé.

Senator Moseley-Braun. Right.

Mr. Smith. : There are co-payments allowed under

current law. There are co-payments allowed under
waivers,;et cetera. So what we were trying to do is, as
Medicaid gets expanded into higher levels of income, to
have a cpst sharing amount for them, but aiso still
capped. f o

Again, there is cost sharing already in the Medicaid
program ?or families in transition, up to 3 percent of

poverty,:less child expenses. So we are building on what
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is in current law.

For‘those families moving up above 150 percent, we
would have a 5 percent limit on them. So we are trying
to maingain the structure there, but to continue to allow
cost sharing_aé Medicaid gets expanded into new
populations. |

Famflies at 150 percent of poverty, about half pf
children in these families are insured with private
inSuranqe; At that level in private insurance, a family
is bearing about a third of the total cost of its private
insuranqe, when-you ddd up all the premiums, deductibles,
co—payménts, et_cetera. So keeping that 1lid on total co-
payments down to 3 percent seems to be a reasonable

level, in terms of what is already allowed in the

Medicaid.
Senator Moseley—-Braun. Mr. Chairman.
The Chairman. Senator Gramm.

Senator Gramm. Well, if Carol wanted to respond to
that, thén I wpuld like to be heard, Mr. Chairman.

The Chairﬁan. Carol?

Senator Moseley-Braun. Well, I just wanted to make
the poinf that I do not know that Mr. Smith, in terms of
respondihg, again, we are talking about, you are right,
it is correct that the current law says nominal co-pay.

My argument is not with co-payments, it is just that
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you have got a new formula that nobody is going to be
able to:understand-or administer, given that you have got
to trac% income, fou have got to track co—-payments as to
each viéit, and it will apply, again, to thesevvulnerable
populations.

We ere not talking about the top end of the scale,
but ratﬁer the bottom end of the income scale, up to 150
percent:of poverty. So I do not know that the response

was actually responsive to the issue being raised here.

Mr. :Smith. I apologize, Senator, if I was not

responsive. You are absolutely correct, there would be

'adminisﬁrative costs associated with doing this, and the

Statee would choose whether or not they would want to
take onéthose new burdens. CBO did not score this as
costing‘or saving ahy money.

ThekChairmah. ' Senator Gramm?

Senétor Gramm.v’ Well, Mr.‘Chairmaﬁ, first of all,
let me éoint out that this simply allows States to do
what States have asked us to allow them to do, and that
is to begin to use co—payments.

Letfme explain why, in the provision where we are
expandiﬁg coverage to higher—income peeple, this is
critically important. When you get to 150 percent of
poverty, 50 percent of all families already have private

health insurance.
r
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1

So for every twd children that you are reaching in
this category, one of them is already covered by private
health insurance. One of the biggest problems we have in
trying éo help childreniis this problem called crowding
out, whére we expanded‘Medicaid benefits ih 1987, and
what haépened is, as Medicaid benefits expanded, people
dropped;private health insurance.

So,iremarkably,_even though we spent billions of

dollars;of additional money, we did not cover, in the

‘aggregate, one new child, we simply substituted public

money'fér private money.

Some of you will remember, and since we have our
illustr%ous.Majofity Leader on my left I am not going to
cover ué his profile with my chart, the chart that I
showed ﬁhere, as.Medicaid went up starting in 1987,
private:health insurance went down as peopie dropped'
their pfivate health insurance.

What this provision will do, is simply allow States
to try Eo coordinate the coveragé so that we do not drive
peqple éut of private health insurance, and in the
process}destroy the fact that 50 percent of the children
we are Erying to reach have already got private health
insurance.

As Dennis said, where these private health insurance
policies do have some small co-payments and small
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deductibles, if the States, in trying to prevent crowding
out, waﬁt to try to homogenize, or harmonize is a better
word, tpe private insurance with a public élternative,
they caﬁ_do it'without driving people out of private
health insurance. You can imagine————

Senétor Rockefelier. Would the Senator yield?
Senétor Gram@; Let me finish my point. Let us say

that I ém 150'percent of poverty and I have got a private

’ I .
health insurance policy. If the coverage is being

provided by Medicaid and there are no deductibles and no
co4payménts and the Féderal Govefnment is going fo pay
for all;of it, whyLshould I keep'my private health
insuranée policy? Why not drop it and pick up Medicaid?

Theépoint is, millions of families havé already done
that beéween 1987 and the present. Why I see the
Chairméﬁ’s provision as being impdrtant is we are not
forcingEStates to*do co—payments.

Wetare limiting_the level of co-payment, but we are
simply giving them the flexibility of harmonizing some of
these pfovisions for higher-income families that have
alreadyigot 50 percent insurance cdverage so that we do
not endiup trying to cover 5 million children, only to
find thét 5 million othef children that had private
health insurance dropped it, so we did not end up
coverinq anybody and so, $16 billion later, all we have
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done is'gotten people out of Blue Cross/Blue Shield or
HMOs inﬁo Medicaid.

So this is something the governors asked for. It is
totallyaflexible. There is a limit on the aggregate
amount that you can do. But co—payments, even at very
low levels, are very important things, which is why the
States Qant them.

Senétor‘Rockeféller. wWould the Senator yield-?

‘Senator’Gramm. I would be happy to yield.

Senétor:Rockefeller. Senator Gramm, number one, the
children that we are talking about basically, at 150-
percent‘béIOW~poverty,'if you reach the Cohgressibnal

Researcy Service or a plethora of other studies, these
are not the kids.that are going to be croWding oﬁt
private‘insufance_into public insﬁrahce,.these are the‘<
people whose families who do not have—-——- |
Senator Gramm. I am sorry,'butvthat is not right.
In fact, the crowding out occurred below 100 percent of
poverty. We are going to have a lot more crowding out
here, add 50 percent of the children have already got
private;health insurance. Fifty percent of these low-
income ﬁamilies, sometimes with their employer, sometimes
in a paﬁtnership with their employer, sometimes on their
own, 50 percent of them are actually paying for private

health insurance right now.
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The;point is, we do not want to crowd them out of
private health insurance and get them to opt for
Medicaiq. If;_by having the flexibility which the
governo;s want, to try to have some modest co-payments we
inducé peopie not to do that, I cannot understand why we
would not want to do it.

Again, this is not for people that are below the
povefty‘line,,this_is for people at higher incomes where
we have ‘got 50_percént of them that already have private
health insurance.

Senator Moseley-Braun. If the Senator will yield.
The point is not against co—payments. This is accepting
that we;would‘have'co—payments. The question is, are you
are going to have co-payments that are fixed or are we
going to go to a brand-new formula that nobody will be
able to administer? That is the issue here, not the
larger issue that you raised about crowding out and co-
pay. That is not the issue at all.

Senétor Gramm. Well, Mr. Chairman, the point is, we
do not Qant a fixed formula. We set out the aggregate
amount that-they can have. But if, for example, in a
State tﬁey do a survey and find out what the average
private‘policy that moderate—income people have is and
they lodk at what it has in terms of co-payments and
deductiﬁles, we want to preserve their ability to take
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this, in the aggregéte, modest amount of co-payment and
use it ﬁhere it will prevent crowding out to the maximum
extent.;

So ﬁe do not‘want_to set it as a fixed amount on

everythﬂng.. It may well be that, for example, insurance

policieé-that ére available to moderate-income people in

‘my State either do not cover prescription drugs or have

high deductibles or high co-payments. The point is, we

want to ‘preserve the ability of the State to Ery to
prevent;pedple from dropping private health insurance.

The 'point I would like to remind people of, is this
is not a Cafegbry where everybody is uninsured. This is
a categéry Where one out of eVery two children is
current%y cbvefed'b? private health insurance. - So we éré
not letﬁing it go above an aggregate level, but we want
to keep 'the State flexibility to decide it, and that is
what the whoie tﬁing is about.

TheiChairmanQ Senator Bryan;

Sengtor Bryan. Mr. Chairman, I have two questions.
Assuming that Senator Moseley-Braun’s amendment is
granted; what co-payment, if any, could be charged with
respectito those Medicaid benefits that are beyond the
require%ent_of mandating coverage under Federal law?

The;second question is, can you quantify for me,

|
excluding for ease of computation the child care
i .
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expenseé, what the range would be in the total charge of
co-payments in each of these two categories? That is,
the les% than 150 percent and those families between 150
and 200 percent, if you can. That is, what would the

maximum, what would the minimum be? For ease of

calculaﬁion, just assume that there are no child care

expénseé, which I understand would be deduétible.

The .Chairman. ° Dennis?
Mr.'Smith. "Senator, the first part of the question,
this does not affect those who are required to be covered

under the mandatory services.

Senétor Bryan. I understand that.

Mr.§Smith; You asked about mandétory services.
Senator Bryan. No. No, I did not.

Mr.;Smith. I am sorry.

Senétor Bryah; I asked, assuming that the Senator’s

amendmeﬁt pasées, what kind of co—paymént, if any, is
authorized'with fespect to those benefits that exceed
those that are mandated by law?

Mr.meith. I do not know that I could tell you
that, Sénator, because of waivers. I do not know all the
waivers:that have been granted.

Senétor Bryan. Perhaps I am confused. I thought
the puréose of the change in the mark was to allow for a

co—paymént, if you are providing a greater benefit than
|
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is required under law. Perhaps I misunderstood. If that
is true% it raises the inference that perhaps there is no
authority uﬁder law to provide for an increased co-

payment. Maybe my premise is wrong.

Senqtor Moseley—Braun. May I respond?

Mr. Smith. I apologize, Senator.

Thé?Chairman. Carol. |

Senétor Moseley—Braun. The program right now aliows

for nominal co—-payments. As we eXpand to the HMOs, the
questidﬁ is, will the co-payments be nominal co-payments
or willithey be fhis new formula? The new formula will
have thé'effectS-that I have mentioned( and it is for-
that re;son that I proposed the amendment, the
adminisﬁrative costs assodiated with it, and the like.

So,;in response to the Senator’s question, it would
allow far a nominal co-payment. So it does allow for a
co—paymént.

Sen%tof Bryan. It allows for a nominal co-payment,
but not‘the formula that is proposed here.

Senator»Moseley—Braun. That is it.

Senator nyan. All right. I think I understand.
Dennis, if‘possible, can you tell me within the
brackets what would the maximum and minimum payments be

under t&e formﬁlas that are proposed in the Chairman’s

mark?

i
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Mr.:Smith. Well, a family with income of $10,000,
the maximum amount they could be would be $300 in a year.
Income at the higher.levels, a 5 percent maximum up to
200 perqent of the poverty level.
Sendtor‘Rockefeller. Would the Senator from Nevada
yield?

Sen#tor-BrYan, I would be happy to yield to the

- Senator from West Virginia.

Senétor:Kerrey. First, Dennis, is that $300 limit
co—paYmént dedudtible and premium?

Mr.:Smith.. Everything together. That is how we are
defininé cost sharing, that it is eVerything,.premium,
co—paymént, dedﬁétible, everything.

Senétor Mdseley—BraUh. If Mr. Smith.willbyield,
that iséexaCtly'paft‘of_the problem, just like when we
pay co—ﬁayments and dedﬁctibles on our insurance, you
have toépay it first befofe you can get your insurance.
Theoretfcally,'the way it is written a State could say to
somebodi making $10,000 a year, pay us $300 first before
you can get your kid’s ear exam, or whatever.

I m%an, theoretically, that is way the formula could
work. The co—payment could be required up front before
any benefits under the new HMO would be allowable. That,
it seem% to me, is not right.

Thaﬁ is why I started off saying, we are talking
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about‘e#panding kids’ health care, and this takes us in
absolutély the opposite direction without, unfortunately,
I think, a whole lot of thought about the issue; I mean,
with all due deference, the staff has done such a great
job witﬁ this, and this seemed to me to be such a tiny
thing.

I did not understand why they would not have
recogni%ed, betweén the administrative difficulties and
shutting access off for poor kids, it just did not make a
whole lét of senseito do that.

_ Senator Rockefeller. Would the Senator from
| B

Illinois yield?
' i

Senatbr Moseley-Braun. Yes, I am sorry.'

Senétor Grdmm. Mr. Chairman, let me remind my
cOlleag#es———— o

Sengtor Rockefeller. I think I have the floor,

please.: i asked if the Senator from Illinois would
yield, and she said yes.

Senitor Bryan. It was the Senator from Nevada, and
he saidfyes.

Senétor Rockefeller. I appreciate that.

I am simply speaking to my friend from Texas through

the Senators from Nevada and Illinois and just simply
réadingffrom the Congressional Research Service, because
I reallf resent this idea that 50 percent of uninsured
’ MOFFITT REPORTING ASSOCIATES
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childreq have private health insurance, I mean, of
Medicaid.

It Says, "qut children who are uninsured,'" and this
is CRS,%”but were eligible for Medicaid did not have
access qo group health insurance coverage. Data from the

CPS——which stands for Current Population Survey—-—

-indicété, of this sample, only 300,000 of these 2.9

million;children were members of families in which the
head ofjthe‘family, spouse, or both were covered by group
health insurance."

So #he concept of 50 percent being covered by private

health %nsurance is simply wrong, I would say to my godd

friend from Texas.

Senator Gramm. Mr. Chairman?
The;Chairman. Yes, Senator Gramm.
. __Senator Gramm. __ Mr. Chairman, now that the Majority _ .

Leader is gone I am not worried about hiding his handsome
profile; I would like my colleagues to look at this
chart. Now, this is CRS data I am using, soO first of
all, I ém always trying to urge my children, do not argue
about fécts, go look them up and argue about what they
mean. ;

Nowd the fact is, according to the CRS analysis and

data frdm the Bureau of the Census, between 100 and 149

percent [of poverty in America today, 48.6 percent of
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those caildren’have private health insurance, insurance
that thay are paying for.

Let me also say that for roughly half of the families
that have the private health insurance, they are
generaliy paying.more than we are proposing in a nominal
amount that people can be charged to try to set up a
procedu?e Where_it is not so attractive to drop private
health insurance; |

ButElet me‘aék you, if_you caa, to just look at these

lines. The dark blue line here shows the éxpansion in

the covérage of Medicaid between 1988 and 1995. As'you

can see, it is a gradually rising line, then it levels
out in i994. 'Thié'is the percentagé of all children
covered;by Medicaid. The red line is the percentage of
all chiidren'00vered by privaté health_insurance.

| .
As you can see, these two lines are virtually mirror

images of each other; the percentage of children covered
by private‘health insurance declines as a percentage of
children covered by Medicaid rises, and then the two
level oﬁf at the same point.

Now, here is what we are trying to.do. I want to
assure ﬁy.colieagues that a lot of thought went into
this. éince we have already got in this group 50
percenti roughly, of all the children covered by private
health tnsurance_where the co-payments, the deduétible,
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and the cost of purchasing the insurance are often
several;times‘the very small amount of money that wevare
lettinggstates use here, half of the children are already
having ﬁheir families pay more than this.

Alljwe are aéking is that we give States’the
flexibiiity with this very small co-payment, deductible
package'which, for a family of $10,000, wbuld be how much
money? |

Mr. 'Smith.  $300.

,Senétor Gramm.  About $300. Remember, for that
family,éwé'havé-éiready got half of them that have got
private health insurance, so we are just trying to let
States ﬁave the flexibility to structure the benefits so
we do nét get evérybody to go out and drop their private
health insuranée.

I know it is very appealing to say we ought to give
all thié away.to everybody, but the last thing we want on
earth ié for half of these kids to have their insurance
dropped:so we Can cover them with Medicaid. There is
just no€ endugh money to do that.

Thi% is an effort to let States try to prevént this
crowdihq out. It is very severely limited. But we
cannot gell them in advance what to do. For example, if
people ére,dropping their private health insurance to get

pharmacéuticals under Medicaid, they may want to apply
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the co—éayment there.

Or if»they.are doing it to get some other benefit, we
may wané to let them make the adjustment. So what we are
trying to do here is cover kids. if we drive Half of
them oue ef'privete health insurance, we have twice as
many,toicover. That is the point.

o The:Chairman. There has been an extended debate on
this amendment{ The Chair would like to call for a vote.
The Clerk will call the roll.

Sen&tor Moseley—-Braun. Well, could I just have a
minute to close?

The;Chairman. Yes, I will recognize you.

SenétOr_Meseley—Braun. Just so say that the
proposal covers children 6 years of age and older who
were born after September:30, 1983, with incomes at 100
percentiof-povertyi and I mentioned what that was, and
elderlyzandvdisebled people who qualify as medically
needy. ; |

Again, the‘question'is whether it is going to be a
nominal eo—pay,'it supports co—-pays, or a co-pay based on
a formul? that nobody has figured out how to administer.
I hope m? colleagues will see their way clear to support
this.

The ?hairhan. The Clerk will call the roll.

The Flerk. Mr. Chafee?
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Senator Chafee.  No.

The (Clerk. Mr. Grassley?
Senator Grassley. No.

The 'Clerk. Mr. Hatch?

Senétor Hatch. No.

The ‘Clerk. Mr. D'Amato.
Senétor_D'Amato. No.
The;Clerk; Mr. Murkowski?
Sen%tor Murkowski . No.

The ‘Clerk. Mr. Nickles.
The!Chairman; . Nb, by PrOXy.
TheéClerk;'__Mr. Gramm.
Senétor Gramm. No..

ThefClerk. Mr. Lott?

The Chairman. No, by proxy.

The Clerk. Mr. Mack?

Senator Mack. No.

The 'Clerk. Mr. Jeffords?

ThefChairman. No, by proxy.
The blerk. Mr. Moynihan?
Sen%tor Baucus. Aye, by proxy.
The Clerk. Mr. Baucus?
Sena&or Baucus. Aye.

The blerk. Mr. Rockefeller?
Senator Rockefeller. Aye.
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The Clerk. Mr. Breaux?
Senator Breaux. Aye.
The Clerk. Mr. Conrad?
Senator Conrad. No.

The:Clerk. " Mr. Graham?

Senétor Graham. Aye.
The Clerk. Ms. Moseley-Braun?
Senator Moseley-Braun. Aye.

The IClerk. Mr. Bryan.

Senator Bryan. Aye.
I ]
The Clerk. Mr. Kerrey?

SenqtorﬂKefrey, No.

TheéClerki _Mr; Chairman?

The1Chairman. No.

The'Clerk. The votes are 7 yeas, 13 nays.

The Chairman. The amendment does not carry.
Senator Graham. Mr. Chairman?

The;Chairman. - We would, next, call Mr. Murkowski.
Senator Murkowski. Thank you, Mr. Chairman.

Mr. Chairman, included in the Chairman’s mark is a

provision that would reimburse taxpaying private

hospitals at a higher rate than not for private

hospitals. Senator Conrad and I feel that the status quo
is mostiappropriate.

I think it is noteworthy to recognize that in the
MOFFITT REPORTING ASSOCIATES
(301) 390-5150



‘)

N O oW

© O @

12

13

14 .

15
16
17
18
19
20

21

22

23
24

25

234
House Ways and Means Committee it was in the Chairman’s
mark. It was removed. Bruce Vladeck, the current
adminisérator of HCFA, testified before the Ways and
Means Committee last week that the provision in the
Chairman’s mark is bad policy.

Mr.éChairmaﬁ, what we have got here is a provision in
the mark that proposes a subsidy of 20 percent to
hospitais, and these are primarily ihveétor—owned
hospitais, at the expense of some 80 percent of the
hospifais, mbstly'ﬁhe non-profit hospitéls.

I think Seﬁator-Conrad will agreé that the provision
is ineqditablé.vfstates and.local property taxes, as well
as interest and depreéiation costs, can readily be
deddcted'by private hospitals on standard tax returns to
provide a Médicare reimbursement on top of a tax
deauctian, I think,'is providing for-profit hospitals
with a dual compénsation form.

If éhe Medicare dollars compensate for private
hospitaﬂs, for property taxes, an incentive is really
created;for thellocal governments to raise property
taxes. 'You siﬁply have that expoSure. Tax—exempt
hospitais are not getting a free ride on Medicare capital
payments because tax-exempt hospitals frequently have
other cqsts. |

I am passing around a chart that shows, clearly,
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depreciétion costs are higher, interest costs are higher,

the invéstor—owned are able to get better long—-term
I

loans, the'non—profits provide considerable charitable

benefits.

The real reason is that non-profits do not have the

same access to capital that the profits do. So I would

encouraée'you to review the chart and recognize that

there~réally is no justification for an inequity being
and that it be stricken from the Chairman’s mark based on
the argﬁments and points that I have made.

I wQuld be happy to respond to any question. Maybe

Senétor Conrad. Mr. Chairman?
The,Chairman. Senator Conrad.
Senator Conrad.  Mr. Chairman, first of all, I want

to say with respect to this subsidy that has been
included in theFChairman's mark, there have not‘been
hearings on this question and wé have not had an
opportunity to hear from others with respect to what has
been prdposed.

‘But:when we hear about the proposal that some have
made, that theré is a situation in which the non-profits
are getﬂing a better deal than the for—profits, the facts

just do not bear it out. The simple reality is, as
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Senator:Murkowski has indicated, and has indicated by
this chért, if we look at Medicare capital payments per
case, to volﬁntary, which are the non-profits, and the
proprie#ary; which are the for-profits, this is what we
see. The non-profits get $640, the proprietary or for-
profits get $665. So the notion that the proprietary are
getting unfairly treated is just not borne out by the
facts. | |

If we.look'ét the next chart, it shows that in a
little différént way. This chart shows the Medicare
capitalipayment—to—cost ratio for voluntary and |
proprietary'hospitals. This is for fiscal 1995, the most
recent year. - You can see exactly the same pattern. The
proprietary hospitals, the for-pfofit hospitals, are
getting 102.2’percent.' The voluntary, non-profit
hospitals are'getting 101.3 percent.

So this notion'that some have promoted that the not-
for;proﬁit hospitals are getting a better deal just is
not borne éut by the facts. Why is it? The feasbn is
simple.} Not-for-profit hospitals do not have the same
access ﬁo equity markets that the for-profit hoépitals
have. |

So, ﬁr. Chairman, I would hope that we would have a
strong vpte for the Murkowski-Conrad amendment on equity

grounds, on the substance of the argument, and also
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because all of you who have a special relationship with
your nuns back home, they will not be happy if you do not

vote with us on this amendment.

[Laﬁghter]
The Chairman. Senator Gramm.
Senator Gramm. Well, Mr. Chairman, let me say that

we have heard an:excellent argument for a case that has
no merit whatsoeyer. Not one single merit exists in this
argumenﬁ. |

Let[me just speéify exactly what the case is. We
currentiy_havé a policy, which’everybody agrees makes no
sense whatsoever, that reimburseslhospitais for property
taxes.. |

The‘problém is, the non-profits pay no pfoperty
taxes, so théy aré being reimbursed in lieu of taxes that
they are not paying. They have to justify for their
reimbursement rates to HCFA. So basically What the
Chairman’s mark Says, if you are not paying property
taxes, you cannot be reimbursed for pfoperty taxes.

Now; if you héve got other expenses you can be
reimbursed for them, but you cannot be reimbursed for
taxes yau do not pay.

Let me also say that several years ago when this

thing was discussed there was an agreement that this was

going to be dropped, it was non-controversial. But what
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has hapéened is, as things have gotten tighter, now we
have goé hospifals who do not pay property taxes who are
saying,:look, we do not pay property taxes. You are
reimbursing us for taXés we do ﬁot pay, but, look, we
want this money and we need it. Timés are hard.

Weli, the point is, if they are hard, let us figure
out what the problem is. But it makes no sense, in a |
bill that is‘trying to reform Medicaid,_to‘pay people to
reimburée for taxes they are not paying.

So,;again,_we_have heard a gfeat argument, but it has
no meriﬁ whatsoevef. In terms of the nuns, Catholic
hospitaﬂs, or othef non-profits, the point is, they are
hot pay{ng property taxes, but we are reimbursing them as
if theyiwere paying for it, and we ought not to do it.

If we ever are going to be able to pay for Medicare,
it has dot to be a rational system. It cannot be a

rational system when we are reimbursing people for

expenses thét nobody argues they are not paying. That is

the argdment against the amendment.

Senator Murkowski . Mr. Chairman, clearly we are not
reimbursing for the charitable contributions that these
hospitals make, and they are very, very significaht. I
think t#at_is a good consideration for the argument from
the Senator from Texas from the standpoint of reality,
because h good deal of the charity work that is done in
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hospitals is done by the charitable hospitals.
Senator Gramm. Well, Mr. Chairman, we have

disproportionate share for that. If we want a debate

‘taking charitable contributions into account, we have

them at both profit and non-profit hospitals. That is
somethiﬁg that ought to be debated on its merits.

But surely we are not going toAsay, reimburse people

- for expenses they do not have because we feel sorry for

them. I.mean[ we got Medicare in the trouble it is in now
by doiné that kind'of stuff. We are never going to get
it out éf troUble until we start setting some standards.

Andithe'standard that you have set in your mark is
simply ﬁhis: if you do not have an expense, you canﬁot
ask foréreimbu:éement for that expense. _That is thé
wholé afgumént. = |

The;Chairman; I think we have expended a
consideﬁable time on this debate. I would like to call
for a vqte. |

Senator Murkowski . Mr. Chairman, let me Jjust make
one moré point. We have a policy here that is working
now. Tﬁe Senator from Texas makes the point with regard
to welld if you are going to go through this in detail
you ougﬂt to revamp the whole system. But we are not

i

going to do that. That is just the reality.
{
The Health Care Financing Administration basically
MOFFITT REPORTING ASSOCIATES
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says, té include this provision is bad policy. Now, they

are not coming from the point of view of the charitable

argumenﬁ, they afe just saying it is bad policy because

this doés nothing to protect the trust fund, it merely

takes from the non—prbfits and gives to the profits.

That is what we are doing here. For-profit hospitals

can

alreadyideduct'their taxes. That is the reality of the

situation we are facing.

'Senétor Conrad. Mr. Chairman.
The?Chairméh, Afé-you ready for a vote?
Senétor Murkowski. I am ready for a vote.
Senator Conrad. Mr. Chairman, could I just take
. : _

minute?T
The;Chairman.. And then ﬁe will call for a .vote.
‘Senator Conrad. Mr. Chairman, the argument that

without'merit is the argument advanced by the Senator
from Tegas. Here is the reality: not-for-profit are
getting reimbursed $640, for-profit $665. The reason

the capital structure.

one

is

is

Nowf we are attempting to address that differential

|
in the manner that we have done it typically, and the

mark deﬁarts from what we have done to try to address

this differential to get a more fair result. I would
|

hope that we would have a strong vote on the Murkowski-
]

Conrad dmendment.
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Senator.Gramm. Mr. Chairman;'I have to respond to
that, aﬁd I will be brief.

The?Chairman. All right.

Senétor Gramm.‘ The difference in reimbursement on
capitaliis'based bn the amount of capital. Now, for
example; and 1 am not.prebared now, and I think we ought
to ask fhe sfaff'to discuss it, butvthe point is thaf
this coﬁld reflect many different things,'that'the for-
profit HoSpitals are more capital—intensive, thét their
facilities are_neWér,and they have been depreciated for a

shorter period of time. But nothing could justify a

policy to'reimburse«people for expenses they do not have.

Senator D’Amato. Mr. Chairman, if I might.

The Chairman. ~Can we vote?

Sen%tor D’Amato. Well, I will give it a quick 30
seconds .

Let;meitelilyou what takes place. If you cﬁange this
policy,:there are financial consequences that flow
between the two hospitals. The ﬁot—for—profit hospitals
lose $8;per patient that they discharge.

Whege does that money go? It goes to the for-profit

hoSpitais, who will gain anywhere from $40 to $70 per

patient discharge. I do not think it is good policy to

do cost 'shifting at this time and in this manner. For

that re%son, I support retention of the present system.
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Senator Hatch. Mr. Chairman?

The;Chairman. We have had considerable debate on
this. .

Senétor_Hatch. If I could have 30 seconds.

TheEChairman; _Well, everybody wants 30 seconds.

Sen%tor’Hatch._ Well, but I have maybe a compromise

that might work. Nobody wants to compromise?
The Chairman. The Chair will say that this matter

has been, I think, adequately debated. I think everyone

knows what the issues are.

The 'Clerk will call the roll.

ThekClerk. Mr. Chafee?

Sengtor Chafee. Aye.

>The:Clerk; Mr. Grassley?
Senétor'Grassley. No.

' The;Clerk.. Mr. Hatch?
Senétot Hatch. Aye.

' The;Clerk. Mr. D’Amato.
Sénétor D’ Amato. Aye.

‘The Clerk. Mr. Murkowski?
Sendtor Murkowski. Aye.

ThefClerk. Mr. Nickles.

Senator Nickles. No.
TheiClerk. Mr. Gramm.
Senétor Gramm. No.

|
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The 'Clerk.  Mr.

TheiChairman.

The Clerk. Mr.
Sen#tor Jeffords. -
The;Clerk.‘ Mr.
Senator Mack.

TheiClerk.v Mr.

Senator Baucus.

The Clerk. Ms.

243

‘Lott?

"No, by proxy.

Jeffords?
Aye.

Mack?

- Aye.

Moynihan?

Aye, by proxy.

The Clerk. Mr. Baucus?
Senator BaﬁcUs; Aye.
TheiClerk, Mr. Rockefeller?
Senator Rockefeller. Aye.
The Clerk. Mr; Breaux?
Senator Breaux. No.
‘Thefclerk. Mr. Conrad?
Senétor Conrad. Aye.
ThefClerk. Mr. Graham?

. Senator Graham. Aye.

Moseley-Braun?

Senator Moseley-Braun. Aye.

The Clerk. Mr.

Sendtor Bryan.

The Clerk. Mr.

Senator Kerrey.

The{Clerk. Mr.

Bryan.

Ave.

Kerrey?
Aye.

Chairman?
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The Chairman. No.
The Clerk. The votes are 14 yeas, 6 nays.
The Chairmah. The Murkowski amendment is carried.

We will, next, call on Senator Baucus.

Senator Baucus. Mr. Chairman, my amendment is a
scaled back version of the amendment recently offered by
Senator Moseley—-Braun.

Essentially, I propose that we retain current law
that no charges be imposed on Medicaid services that are
provided for chiiaren under age 18. We are really
talking‘about.méintaining the prohibition on cost sharing
for chiidren under age 18 with respect to families at
less than 150 percent of the poverty level.

I do not wént té rehash a lot of the arguments we
have had thus fér; I can hear Senator Gramm’s mind
cranking up already in response. But, very simpiy, Mr.
Chairmaq, I think we do want to encourage low—iﬁbome kids
to see ﬁheir doctors. Therefore, we should not have cost
sharing‘imposed on. low-income kids.

Now;-it may be different with respect to low—-income
adults,%where perhaps some cost sharing makes sense. But
it just;basically seems to mé, when it comes to the low-
income gids, that is what we are talking about, the most
vulnerable population in our country, that there should

not be charges imposed on them as a condition for them
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getting:medical care. That is current law. That is
current law today. I think that it makes sense to
maintain it. . |

I might add, too,vthat there is a Rand study. There
is not é lot of evidence on this subject, the degree to
which cost sharing helps low-income children’s health or
discourages loinncbme health. But basically this Rand
Study, thch I have with me, is a few years old, from
1993.

'I will not read all of it, but.basically it says,
"Low-income Children enrolled in a plan with no cést_
sharingx and loQQinéome children were at highest risk of
anemia were much.less likely to have anemia at the end of
the Study," and there are lots df different examples like
that.

Essentialiy, it is Jjust very basic. If we are
talking:about low-income kidé in this country, it just'
makes sense to me that we want to encourage them to see
doctors,. encouiage them to get health care. It is bettef
for them in the short run, as well as the long run. We
are notitalking about adults, we are just talking about
low—inc&me kids.

The Chairman. Sehator Gramm?

Sendtor Gramm. Mr. Chairman, I can be very brief.

We defeated the Moseley-Braun amendment that would have
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had nominal co-payments for the 150 percent of poverty to
100 peréent of poverty where 50 percent‘already have
private health insurance. What this would‘doiis say no
co—paymént.

So this, in essence, is the same vote we had before,
except going further and saying that,vup to 150 percent
of poverty where we have reached the point'where over
half of’the people already have private health insurance,
that thé Statés_can have no co-payment whatsbever.

This is the séme vote we had before, except more
extreme; and I hobe people will vote the same way.

The :‘Chairman: If there is no further debate, the
Clerk will’call'the roll.

Senator:Baucus; Mr. Chairman,.I want to correct a
statement made by the Senator from Texas. ‘This is not
exactly the same vote. That is just a gross
misstatément. Whereas Senator Moseley-Braun’s amendment
was appﬁied to perhaps families over 150 pércent of
poverty, my amendment would only apply to families at 150
poverty or below. v

The?Chairman? The Clerk will call the roll.

The Clerk. Mr. Chafee?

Senator Chafee. Aye.

The Clerk. ‘Mr. Grassley?
‘ _

Senator Grassley. No.
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The;Clerk. Mr. Hatch?

Senator Hatch. Aye.

'Thefclerk. Mr. D’Amato.

Senator D'Amato.‘ No.
The:Clerk. Mr. Murkowski?
Sendtor Murkowski. No.

ThejClerk. Mr. Nickles.

Senator_Nickies.- No.
The Clerk. Mr. Gramm.
Senator Gramm. No.

The‘Clerk; er. Lott?

‘The Chairman; No, by proxy.

The Clerk. Mr. Jeffords?

Senator~Jéffdrdst Aye.
The Clerk. -Mr. Mack?
_Senator Mack. No.
TheJClerk. . Mr. Mofnihan?
Senator Moynihan. Aye.
Theﬁcierkm " Mr. Baucus?
Senator Baucus. Aye.

The Clerk. Mr. Rockefeller?
Senator Rockefeller. Aye.
The Clerk. Mr. Breaux?
Senétor Breaux. Aye.
The‘Clerk. - Mr. Conrad?
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Senator Conrad. - No.

The:Clerk. ~ Mr. Graham?

Sénétor Graham. Aye.

The Clerk. Ms. Moseley-Braun?

Senétor Moseley-Braun. Aye.

The:Clerk. Mr. Bryan.

Senator Bryan; Aye.

The Clerk. Mr. Kerrey?

Senator Kerrey. No.

The%Clerk. . Mr. Chairman?

'The;Chairmaﬁ. No.

ThelClefk.: The votes are 10 yeas, 10 nays.
The,Chairman. The amendment does not carry.

Forithe order of amendments, we have Mr. Rockefeller,
then Al D’Amato.

Senator Nickles. Mr. Chairman, I thought I was in
that order.

The1Chairmah; "No. Actually, you are right. You
are first, Mr. Nicklés.

Senator Nickleé. Mr. Chairman, my amendment will
not be, 'I do not think, too difficult for anybodf to
understénd. 'We are creating a new program with one or
two opt;ons for the KidCare, one of which would be grants
to the qtates, and one of which would be expansion in
Medicaid.
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This amendment would make sure that the funds that we
are providing for these kids would not fund abortions,
unless it is necessary to save the life of the mother, or
in case$ of rape or incest. It is very plain, it is very
simple. ' It is a new program. I think certainly we want
to make sure that this program does not fund abortion,
except in those rare circumstances.

This basically copies Hyde language, except for we
would be doing it in an authorization bill, which is
frankly where it should be done so we would not have to
do it annually in appropriation bills.

e are'jﬁst frying to guarantee that these new
programs will not be funding abortions for kids, for
abortion on.demand, with taxpayer money and with almost

all of the program being funded by the Federal

Government.
The .Chairman. Any comment?
Senator Moseley-Braun. Very briefly. Mr. Chairman,

I thank you very much for at least giving us a vote on
this aslopposed to, earlier, this was part of the larger
bill. |

But.it is 11:30 at night and I know nobody wants to
really get into a long, drawn-out debate on reproductive
choice at this hour, except to say that if the Senator
would allow that there may be instances in which a
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woman’s ‘health might be involved in this area, that this
languagé would then mean that health of the mother,
health éf a woman, would not be a consideration. I‘just
think that that puts too many women at risk.

Again, we Have had these debates on the floor, that
not to éllbw an exception for the health of the mother, I
think, qnduly restricts this language and unduly
jeopardizeé the"héalth and well-being 6f too many
Americaﬂ women and I, for that reason, would have to 

oppose the language;

1

Senator Kerrey. - Mr. Chairman.
ThevChairman; Well, we have Senator Chafee, first.
Senator Chafee. Mr. Chairman, what this is doing is

codifyiﬁgfthe Hydé.amendment into the underlying law.

That'is;different than the way we treat the Hyde

amendment. Usually we deal with that in an

appropriations bill, and thus we get a chance to
reconsider it.

I ‘ ) '
This is:an issue that is very, very contentious, as
we all ﬁnow, and it is an issue that people like to have

their s?y on. If this were adopted, it would go'ih the

f
basic law and that would do it. ‘We would not have

another |chance at it through the appropriations process

that we 'normally do.
Senator Gramm. Mr. Chairman?
i
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The Chairman. Senator Gramm.

Senétor Gramm. Mr. Chairman, we have always set a
higher étandard for what people did with the taxpayers’
money than we have set-for what they have done with their
own money.

what Senator Nickles is simply asking us.to do is
what we‘haVe done historically in Medicaid. That is,
with the exceptions set out in the amendment, we are
saying that it ié not the policy of the taxpayer to fund
abortion. We can come back, if we should change our mind
on this. If the Congress decided that they wanted |
taxpayet money “to fund-abortion beyond the circumstances

set out in the Nickles amendment———-

Senator Moseley-Braun. will thé Senator yield?
Senator Gramm. [Continued]. We could come back and
change germénent law. I will, but let me just finish my

point,. Carol. . I will be very happy to yield.

We are talking about taxpayer funds. This is not a
new issue. We debate it on appropriations every year.
The Hyde amendmeﬁt is generally adopted. What the
Senator is trying to do is just have the debate now, then
if people felt they had the votes later to overturn it,
they could do it, but it.would be something we would set
out when we bégin the program.

I think it is reasonable. It is not about
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reproduptive choice; people have that choice with their
own money. But they not have that choice, except in
these circumstances, set out in the amendment with the
taxpayers’ money.

I would be happy to yield.

The 'Chairman. Carol?

Senator Moseley-Braun. Would the Senator yield?

Not to over—speak the case, it is not a matter of

allowing abortion, it is a matter of, what are the
circumséances»undér which it might be a medically
necessafy thing for a woman to do.

My dnlybpoint is; it mentions rape and incest, it
menfions life of the mother. I do not‘see'that'it would
be inappropriate to add her healtﬁ as well. It is
certain¥y notvcalling on the taxpayers to do anything
untoward to protect somebody’s health. That is the major
objection here. |

Theipoint Senator Chafee makes is very well-taken.

To tuckfit into a bill like this just makes it very
difficuit for those people who might want to support some
of the other issues in this legislation. This is wide-
rangingilegislation. »

To put this in this bill at this point just torpedoes
this foﬁ a lot of people, because women feel strongly

about béing able to have other children, for example. If

- MOFFITT REPORTING ASSOCIATES
! . (301) 390-5150




= W N

(6]

11
12
{i) 13
14
15
16
17
18
19
20
21

22
23
24
25

253
their health is at risk and if they are poor women and
they are women who are covered by this program, they will
not have the option. That is the only point. What are
the limitations going to be? Life is one thing, but
health, I think, is equally important.

The'Chairmah.v Senator Kerrey is next.

Senator Kerrey.- Mr. Chairman, I am not in support
of the Hyde amendment. I do not, on an annual basis. I
think pﬁtting<it in permanent law is an even worse
mistake.

But?let mé deal with the_question that Senator Gramm |

raised, and I believe Senator Nickles did as well, about

" taxpayer money being used. I mean, 'if we want to apply

that in a uniform fashion we would have to put
restricﬁions on.what Federal employees cbuld do with
their salaries and what other benefits we pass out with
Federaljprograms can be used.

I mean, we do hot say to members of angress that we
are goiﬂg to'stipulate that our $130,000 can.be used for
everything other than purchasing an abortion for our
daughter. That restriction does not apply.

I qut think that what we are doing here basically is
not a higher standard, with great respect, it is a lower
standard. It basically says that we have a program here
designeq for ldwer—income people and we are going to put
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a different standard on it than we do for other people.

Senator Gramm. Bob, would you yield on that?
Senator Kerrey. I would be pleased to yield.
Senator Gramm. The point is, if you work for the

money aﬁd you earn it, whether you work for the

governmént or not, it is your money. This is money that
is being given to people. This is being provided by the
taxpayer. I}think having a higher standard for it makes
sensé, however you stand on the fundamental issue itself.

Senator Kerrej; But you are inserting a new
fequireﬁentfw Iﬁitially, your argument was it is taxpayef
money. Finé. So I bring to you examples of‘where we do
not put restfictions on taxpayer money that is going to
other individuals.

Now yoﬁ'afe'saying that the differentiation has
nothing to do with that. 1In addition to being taxpayer
money, I have got to have a differentiatioh that if
somebody actually works for it————and there will be greaf
debate as to whether or not 535 of us are working for
that. You knew that was coming. You could see it. Yqu
wereAsmiling ear to ear.

I mean, it.seems to me that all I am saying is that
if this argument that it is a higher standard of use of
taxpayer money we would have to apply it to much more

than just Medicaid. Again, this argument is going to be
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played oﬁt many, many more times and in many, many more
venues.;

ButEI just want to make it clear, I think there is a
very soiid reason for opposing the Hyde amendment and a
very sdlid reason for opposing the Nickles amendment as
well, tﬁat aiso.holds to a very high standard.

The 'Chairman. The Chair will recognize Senator
Nicklésd then he is going to call for a vote.

Senétor-Nickles?

Senétqr-Nicklés. Mr. Chairman, in response to
SenatorEKerrey,'for:Féderal.employees we do not allow
Federal'funding'for abortion under Fedefal Employees
Health.éare plans.

Senétor Chafee. - That is the money that people did
put in.

Sengtor Kefrey. What we do there, Don, is we say
they ca&not use their insurance money, but they can use
their s%laries.

Senétor Nickles. The point being, the Federal
Governmént pays fof most of that insurance and we do not
fund abortion in it. We are creating a new program here
that is;paid almost entirely by the Federal Government,
and tooihigh of-é percentage, I might mention. I think

there sﬁould be more cost sharing with the States, and so

on.
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But the p01nt being, we are creating a new health
program, supposedly a health program for kids, mostly for
teenagers. - We are saylng that this program should not be
used to:fund elective abortions. It is the same thing as
the Hyde language..

And; yes, with this new.program we should not be
saying, ‘this is eligible for abortion. I think if we do
not have the language the omission would be a serious

mlstake, so I would urge my colleagues to support it.

[Contlnued on page 257.1
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The Chairman.

The Clerk. Mr.

Senator Gramm.

The Clerk. Mr.

;
The - Chairman.

The Clerk. Mr.
Senator Jeffords.

The Clerk. Mr.

Sqnator Mack.

Tﬁe Clerk. Mr.
Senator Moynihan.

The Clerk. - Mr.

Senator Baucus.

257

The Clerk will call the role.

Tpe Clerk. . Mr. Chafee?
Senator Chafee. No.

Tbe Clerk. Mr. Grassley?
Sénator Grassley. Aye.
The Clerk. Mr. Hatch?
Séhator Hatch. Aye.

The Clerk. Mr. D'Amato?
Sénator D'Amato. Aye.
The Clerk.  Mr. Murkowski?
Senator Murkowski . iAye,
The Clerk. Mr. Nickels?
Senator Nickels. Aye.

Gramm, of Texas?
Aye.

Lott?

Aye by proxy.

Jefords?
No.

Mack?

Aye.

Moynihan?
No.
Baucus?

No.
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1 The Clerk. Mr. Rockefeller?
2 Senator Rockefeller. No.
-3 The Clerk. Mr. Breaux?
4 Senator Breaux. Aye.
5 The Clerk. Mr. Conrad?
6 - Senator Conrad. Ayé.
7 _ The Clerk. Mr. Graham, offFlorida?
8 Senator Graham.  Aye.
9 The Clerk. MS. Moseley-Braun? -
10 . .Sgnator Moseley-Braun. No.
11 ~ The Clerk. Mr. Bryan?
12 — Sénator Bryan. No.
13 The Clerk. Mr. Kerrey?
(:) 14 Senator Kerrey. No.
15 The Clerk. ~ Mr. Chairman?
16 The Chairman. . Aye.
17 The Clerk. The votes are 12 yeas, 8 nays;
18 Tﬁe Chairman. The amendment is agreed to.

- 19 Senator Rockefeller, I am gbing to try to keep
20 these %mendment debates to 10 minutes in the interest
21 of making progress.

A22 Sénator Rockefeller. Fine.

23 Sénator Moseley—-Braun. Mr. Chairman, how many
24 amendménts have we left to go?
25 Tﬁe Chairman. About 86.

i

JRRENY
7
-
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Senator Moseley-Braun. Eighty-six. And it is
now 20 minutes to 12:00. Are we going to see sunrise
togetﬂer, Mri Chairman? Or are yeuﬂplanning to: adjourn
at anygtime Oor recess any time soon?

The Chairman. To be candid, I am hoping that we
will cbmplete all of the amendments before sunfise.'
Eighty}six_amendments, at 10 minutes,lis-14 hoﬁte}'[e

Senator Rockefeller? | |

Senator Rockefellef. Mr. Chairman;'thisjisethew'

amendment, which I have referred to several times in -

our committee internal discussions, which is the -

so—called Slimby for low income Medicare recipients.

And I am going to offer this amendment, and then}I_am"'
going to wifhdraw it. But I want to .make a point' |
because under current law the Part B'monthlyupremium,
by the year 2002, is projected. to be $51.50 cenfs'a |
month.

New, the changes in ﬁhe Chairman's mark fiem'the
home health transfer-wili increase the Paf£‘B premium-
to $69.00 a month, which, in my part of the coﬁntry, is
a lot. 1In any event, it is an increase of 34 percent
and one stroke.

Because he felt that way, President Clinton
insisted——in something called the budget agreement,

|
which is often quoted here, but rarely adhered to——and

|
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it was agreed to in the budget agreement, that a $1.5
billion be set aside to protect low incoﬁe seniors.

And specifically, what the bipartisan budget deal
said Jas $1.5 billion to ease the impéct of increasing

Medicare premiums on low income beneficiaries. .Now,

‘this protection is_missing from the Chairmanfs mark,

and that is the right, obviously.

But my amendment simply would say that seniors
within?iﬁcomes of 150 of poverty dr.ldwefYWOuld be
phased into the so-called Slimby Progrém.; That is the
low income Medicare beneficiary program. ’ | |

Iithink;this is going to be a.faifly major‘issué
on the;floor. It ought to be a fairly méjér issue on
the fléor. But we clearly do not havevthe'$1.5 billion
set aside here. So I offer the.amendment ahd Qithdraw.

The Chairman. Thank ybu, Senatof Roékéféller.

.Sénator D'Amato? | B

Sénator D'Amato. Thank you, Mr. Chairman. Mr.
Chairmén, the CDC, Center for Disease Control, runs a
wonderful program. Currently it_sc;eené women; gives
them mémmographies in cervical cancer for those who do
not have insurance and are not covered by Medicaid.

Néw, in the six years that it haé»done that, it
screenéd some 500,000 women. Less thah 2,000 over that

period have been diagnosed with one form of cancer or
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‘the oﬁher.

But because they are uﬁder 65, they do ﬁbt qualify
for'Medicare. They do not have health insurance. They
do not qualify for Medicaid. They fall right in the
middle.

Tbis amendment would give them aécgss to Médicaid
for th% uninéured women diagnosed.withvbreaéf cancer
and cervical cancer through the CDC scfeenihg prograh.v

The cost is de minimis. We have not been ablé to
get a Eost estimate, but we are talking about 2,000 |
over ajsix year periodVfotime,,buf'their ﬁééds‘éhbuldl

not go;unused., It would be my-hope‘thét we could

‘handle: this within the scope of this bill;

The Chairman. I would like to ask the staff what
would be the cost of this. . |

M%. James.  Senator D'Amato?

S?nator D'Amato. Yes?

M%. James. I am not clear if this would be
eligibility and coverage only for treatmentvqf the
cancer. Or whether it would give Medicaid eligibility
to the$e women for the whole ——

Sénator D'Amato. No. Just simply treatment for
the caécer that is diagnosed pursuant ﬁb the CDC

program for those womeén who do not have insurance and
i

who do not quaiify for Medicare. Obvibusly they do not

‘ MOFFITT REPORTING ASSOCIATES
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'qualify for Medicaid, and it»would be for those women.

The numbers are 2,000 fell into this categbry over
a 6-year period of time. It is a very small number,
and obviously it goes beyond the ability tb find. Or,
if it kurns out that this'is of a substaﬁtial cost
facfor, then obviously you could not accept  that. But
I would hope that the committee would accept it. -

Ypu have a great program, but you.have 2,000 women
over six years who need treatment.  Today ybu diagﬁose
the treatment. They do not have insurance. What do
you do?

I would suggest that they be qualified for
Medicaid for this purpose.

Senator Kerrey. The Senator's amendment that he
has passed out though says that this will cover
treatment. |

Senator D'Amato. Yes. For the cancer. The
cancer - that is diagnosed; Sure.

Senator Kerrey. So isAit the Seﬁatorts intent to
create:something similar to what we have in the renal
dialysis program, which is basically a.non—means
tested; non-AIDS tested program paid for by Medicare?

Senator D'Amato. Yes. Paid by Medicaid.

Subject to the fact that ——

Senator Kerrey. Paid by Medicaid?
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Senator D'Amato. Medicaid. They do not have |
insurance. They are not sufficiently poor. They are

working poor. So they do not qualify for Medicaid. It
would qualify them just for these purposes; those who
have availed themselves of the CDC screening test who

were diagnosed with cancer.

Senator Gramm. Mr. Chairman?
Thé Chairman. Yes, Senator Gramm?
Senator D'Amato. Wefalready do this, by the way,

for tuberculosis. Here is a precedent. We do this now

for tuberculbsis.

Senator Gramm. Mr. Chairman?
The Chairman. Senator Gramm?
Senator Gramm. First of all, let me clear up my

‘confusion. Now, what happened to the,chkefeller

amendment? .

The Chairman. It was withdrawn.
Senator Gramm. Okay. Well, I must have slept

through that.

Mr. Chairman, I guess the question that I would
ask Senator D'Amato is could we set some income.limit?
I thinﬁ the fact that someone does not have health
insuraﬁce —— they might have consideérable means and
just did not buy health insurance. We want to be sure

we do not qualify'people for not doing what they ought
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to do.
Sénator D'Amato. I have no problem with that.

Sénator Gramm. Could we have the staff:workbon
an income level below which peopie-would be covered,
but above which they would not be covered? .

Senator D'Amato. I would Say'whatever'that.
indomeflimitation is now that governs the CDC”prégfam,
which is for low income wbheny should be used_as:the
criteria. | A

Senator Gramm. Do we. know whatfthétfiS?L'boes~
any staff member know what that income 1¢vg1jis?

Ms. James. We will have to find“that‘oﬁt.

The Chairman. I would like to'suggest-that we
condit%onally accept this proposai on the.grounds that
the costs are minimal. If Ehey are—not, thén.we will
have to revisit it.

Senator D'Amato. Fine. .

- Senator Chafee. Well, Mr. Chairman,,I~think
there is a point here thaf has been made. There is a
difference obviously with tﬁberculdsis,-which is a
communicable disease.

But it seems to me that these women, to get this,
should;at least be able to qualify for Medicaid. 1In
other words, be in the income limits that would —-

because I think the point is ——
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Senator D'Amato. Well, if they qualified,

Senator, you would not have a need fbr this. In other
words, they would be covered. These are peop1e who
make slightly more who do not have health insurance.'
They would have to be at an income level'iow enough to
qualify for the CDC screening test.

Sb what I would suggest'is we'fiﬁd.bdtiwhat that
qualification is, what that income'is;:énd put it.in,
because Senator Gramm's point is a’gooa; You do not
want people of means to take advantage'df this;V

But certainly people who‘quélify~to'take the CDC
screen?ng test. You diagnose themfAhThéy-do_not haQe
the reéources. And again, if it isﬁésfimated‘there
were. 2,000 of them to get treétment,,you'wént to see to
it that they get treatmenf.

The Chairman. If there is no objection, we will
proceéd along the lines I pfopoéed.

The chair is open for further amendments.

Senator Graham. Mr. Chairman?
The Chairman. Bob Graham?
Senator Graham. Thank you, Mr. Chairman.

Mr. Chairman, I am offering ‘the amendment relative
to the MSA demonstration project. The amendment would
reduce the number of persons participating in this

so—called demonstration, from 500,000 to 100,000.
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First, this is not a demonstration at 500,000.

The Health Care Financing Administratidn has stated

‘that Sb,OOO seniors would be more than adequate as a

sample pool to determine whether MSAs are an
appropriate new option to add to the Medicare prdgram;'

Second, we already have an MSA demonstration

‘underway. Last year Congress passed, as part df the

Kennedy-Kassebaum Bill, an MSA demonstration} which
covers; 750,000 individuals over the next five years.
What this is is the reality of anedical-savings

account program as an option in Medicare; and

;therefOre, it raises all of the concerns that MSAS
',bring'?o the medical insurance programn. First, -those

“includé the fact that it is a véry'expensiVé program.

It is estimated that this program will cost an
additional $4,000 per person in the»demonStration

projecﬁ_over the next five years.” This is on top of

-the current annual expenditure of $4,500-for each of

the beﬁeficiaries who are participating.

T%e MSAs also have the effect of fragmenting the
Medicare risk pool. It leads to the cherry picking of
the heélthiest seniors, thus destroying the whole
concepﬁ of an insurance pool.

Tﬁirty percent of the Medicare beneficiaries have

an annual coét of $5.00 or less. Thirty percent of the
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Medicare beneficiaries have an anﬁugl qost'of $5.00 or
less.  Who do you think are going to be the:ones that
are gding to be looking to join an MSA? ItAis,going-to
be that 30 percent, and we are going to end up paying
the dlfference between the current $5.00 that they are
paylngland what is the average within the- program -of
$4,753. " |

Mr. Chairman, I believe that thlS 1s clearly a

mlsnomer to say a program of 500 000 is a-
demonsFratlon. One'hundred thousand,ﬁWhiCh:prropQSe

in this amendment, is double what‘HCFA'séYs<i$

'necessary”to gain adequate information.

By adopting this amendment, we\will”reduce the

cost of this from $2 billion, by $1.6 billion, and I

propose that we distribute those Savings.ih the.
following manner: |

$300 million for guaranteed isSue'@f'Médigap T
coverage'for disabled;'$300‘million»to‘waivé the
mammography co-payment, which is curreﬁtly contained in
the Chairman's mark; $400 million for tele—medicine,
using as the basis of that S.385, introduced by Senator
Conradéand others; $300 million for the Medicare Bone
Mass Measurement Standardization_Act;.$200 million to
exemptslegal immigrant children from the five year ban

on Medicaid eligibility and $27 million for tele-health
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demonstrations for states.with rural areas that are not
necesshrily health professional shortage areas.

Qr. Chairman, what we are going to be determining
in thig amendment is if we think the excess investment
of $1.§ in a program that is untested, which is flying
under the banner of demonstration, but is, in reality,
impleméntation, if thaf is a'more_valﬁable.ekpenditure-
of the public's fund then to use it for these important
niches;that have been leftvin the Chairman's mark. I
urge the adoption of this amendment.

The Chairman. Senator Gramm?

Senator Gramm. Mr. Chairman, let me just say

that we had—-in our bill we passed tworyea:s,ago—e_,

-unlimited use of a medical savings account. The

1

Chairman put in a cap at 500,000 as a way of trying to
compromise with the President.

We believe in medical savings accounts. We think
it is a sound program. And to go.down to 100,000 is to
compro&ise on a compromise that we have already made.
And so; if you believe in medical savings accounts and
you beiieve we want to give people a wide range of
options, then you were not happy with the 500,000 cap
that wé put in the bill td placate the Presideht to |
begin &ith, and you certainly would not be happy by
reduciﬂg it by four-fifths.

'
i
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The Chairman. If there is no fufther debate, the

Clerk will call the roll.

The Clerk. Mr. Chafee?
Senator Chafee. Aye.

The Clerk. Mr. Grassley?
Senator Grassley. No.

The Clerk. Mr. Hatch?

Mr. Hatch. No;

The Clerk. Mr. D'Amato?"
Sénator D'Amato. Aye.

The Clerk. “‘Mr. Murkowski?
Senator Murkowski. I vote no.

The Clerk. Mr. Nickles?

Senator Nickles. No.
The Clerk. Mr. Gramm, of Texas?

Senator Gramm. No.
The Clerk. Mr. Lott?
The Chairman. No by proxy.

The Clerk. Mr. Jeffords?

Senator Jeffords. Aye.
The Clerk. Mr. Mack?
Senator Mackf No.

Tﬂe Clerk. Mr. Moynihan?
Sénator Moynihan. Aye.
The Clerk. Mr. Baucus?
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£Z> 1 Senator Baucus. Aye.
| 2 The Clerk. Mr. Rockefeller?
3 The Chairman. Aye by‘proxf.l“'
4 | The Clerk. Mr. Breaux?
5 Senator Breaux. Nay.
6 The Clerk. Mr. Conrad?
7 Senator Conrad. Ayé,
8 The Clerk. Mr. Graham, of Floridé?
9 : Senator Graham. Aye} |
10 The Clerk. Ms..Moseley—Bréun?
11 Senator Moseley-Braun. Aye.
12 The Clerk. Mr. Bryan?
o~ 13 Sénator Bryan. Aye.
14 The Clerk. Mr. Kerrey?
15 Senator Kerrey. Aye.
16 The Clerk. Mr. Chairman?
17 The Chairman. ﬁo.
‘18 The Clerk. The votes are 12 yeas,.8 nays.
19 The Chairman. The amendment is carried.
20 Senator Jefférds?
21 Senator Jeffords. Mr. Chairman, this amendment
22 number 161. It is for myself and Senator Conrad. This
23 deals with the Boren Amendment, and we all agreed that
24 it should be repealed. The problem though is as to
25 what replaces and what will be there to protect the
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participants in the utilization of nursing homes and
nursing home owners, etcetera.

The Boren Amendment had the '"reasonable and

adequate to cover the costs that must be incurred by

.efficiently and economically operating facilities."

This lead to many, many court cases, and it was a bad
system. |

The Chairman's mark provides a public notice |
process, but does not define any standards for
reimbursement. The current'Boren.Amendhent, as I
pointed out, is controversial because it_was?so'vagUe
in hoping that the providers used it tb hélp the poorer
States increase proposed rates.

Aithough it does”not say explicitly, it appears
that the Chairman's intent was to prohibit the right of
actin in Federal Court, énd perhaps we do'not-disagree
with that. But, however, if that is the case;'the
providers would have no recourse in the event of
inadequate rates.

At the same time, simply requiring public notice
of rates and allowing comments does not allow
sufficient protection for both the providers and the
patients.

T?e proposed compromise retains the assurance of

access -and quality that underlies the current Boren
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Amendment, but, at the same time, it dramatically

reduces the likelihood of litigation by providers
because it replaces a vague standard with a clear test’
of actuarial sufficiency determinéd by an independent

actuary.

The amendment would repeal the Boren Amendment and -

'replacé it with a requirement that thefstatés provide

assurances to the Secretary that rates bé'actﬁarialy
sufficient"to insure quality and access. . The States

would be<required to have an independent actuaryi 

- chosen by the Secretary, to.review'théffates; .. States .

would also be required to go through a rule makingl

" process when proposing rates or rate changes.

‘I believe this is intended—chrtainly on my. part——
to get over the problems of the past, but .also to
insure for the future that the pfoviéers and the
patienEs have adequate access and havé-édequate‘care
and treatment.

Tbe Chairman. Senator Confad?

Senator Conrad. Thank you, Mr. Chairman. Just
very briefly. |

I think ever&one recognizes that the problem with
the Bofen Amendment is the very vague standard that was
set. ”Reasonable and adequate.'" That has lead to

litigation. That is why the States want Boren
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repealed.
ﬂhis is an attempt to achieve a compromise that
wouldirepeal Boren, but, at the same time, replace it
with some standard, and the standard would be actuarial
sufficiency; sufficient to provide for the qﬁality

standa}ds that are outlined in OBRA 87, Sufficient to

provide reasonable access.

This would make all. of the casejlah-on_Bbren moot,
and I think that is the desire of the Governbrs. That
is whyzthere is repeal of Boren here,,but’a’provision.“
for a'replacement, so that we cén~have éome-assurance

of quality and access.

Senator Breaux. Mr. Chairman?-
The Chairman. Senator Breaux?
Senator Breaux. Well, I think that Senator

Conrad@is onto some language that does not make sense.
The préblem is that the“loss of the provision'in"the

Chairman's mark cost about $1.2 billion, and I am not

‘certain how that is going to be made up without

i '
|

changing the Chairman's mark in a number of other
significant ways.

ifthink that perhaps the languagéf—I agree——is a
major %mprovement over the '"reasonable and adeqﬁate"
standard, which has lead to so much litigation, which I

guess is why the Chairman's mark calls for the

|
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elimination of it. But I think that we have to
recognize that this costs $1.2 billion. It is going to
have tb be made up somewhere else in the Chairman's

mark, énd I am not sure that that has been discussed

sufficgently.
Sénator Nickles. Mr. Chairman?
Tbe Chairman.. Senator Nickles?:
’ Sénator Nickles.- Mr. Chairman} on béhalf.of.my

former;colleague, Senator Boren, I khow that wevreally

~do not appreciate everybody saying you want to repeal

the Boren Amendment. I am going'to'have to Eélk to him
tonight and tell him that his legacy lives, and we have
unanimbus support for_repealing his amendment;‘

Senator Gramm. We all make mistakes. |

S?nator Jeffords; Mr. Chairman;'jusf one comment
on the‘cost. That is-a CVO estimate,'and you have to
realizé what that presumes. That presumeé that the
rates ére going to be lowered or,too;low to provide
accesséand care, and therefore, we will have nursing
homes that are not doing the appropriate and proper
job. And therefore, we say $1;2.billionﬁ

That, to me, is a rather odd way to try and defeat
this aﬁendment, is to admit that just repeal is going

to lead to economic disaster and patients being uncared

for.
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Senator Gramm. Mr. Chairman?

The Chairman. Senator Gramm?

Séhator Gramm. Mr. Chairman, let me first say
that we have a $1.2 billion savings for two reasons.
Number one, we are eliminating a lot of:litigation that
costs everybody money, and we'have got no gﬁarantee-_ |
that this new language is going to be:as,efficient as
the repeal. ‘ |

In fact, we have every guarantée;thatﬁit‘iS-not;'

Nobody argues that it is not an-ihproVeméht‘over Boren,

but we have got a unanimous consent to-repeal Boren.

So it is not a very strong argument. So we are

.certainly going to save the $1.2 billion, and'clearly

you have got hundreds of millions of dollars of‘cdst_in
adopting this amendment as compared to the'bill.'

Second, do we really want to set up'a-sfandard .
when we are moving toward price Cohpefitioh that,says
that the Federal Government and the States cannot
competitively bid for nursing home services? Do we
really want to set out in law a Standard'that SAyS that
you have got to reimburse based on reasonable and
adequate, efficient and economical?

I mean that is the language of the failed system
we are trying to get out of. Do we want to set out in

law a érohibition against competitibé bidding for
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(:) 1 nursing home services and price competition? I do not
2 think 'so. |
3 éo the Boren Amendment should be repeaied for
4 three reasons. Number one, it saves $1.2 biliion. And
5 SO the}e is clearly a point'of order against this
6 'amendmgnt because it is going to raise the —fAif is
.7 : goihg ﬁo lower the savings leveis in'the;bili.
8 Sécond, the Boren Amendment eliminates litiggtioh 
9 that will not be eliminated here. vAnd fihélly,_what-is
10 _ about hursing homes that is so different'then‘eVery |
11 - other part of the medical system when we are@erihg to
12 get out of all of this efficient and reasonéble'ahd
13 adequa’!ce cbmpensation to good old fashioned Amerlzcan‘
# 14 bargaining -- :
15 Sénator Rockefellér. Mr. Chairman?
16 -Sénator Gramm. —— where we are Saying, if we go
17 out an@ get competitive bids from ﬁuréing hbmes;’and we
18 can get a better price, why not take it;
19 Senator Rockefeller. Mr. Chairman?
20_ Tﬁe Chairman. Senator Rockefeller?
21 Senator Rockefeller. I would just say, ih
22 support of the Jeffords—Conrad Amendment, that the
23 Senatog from Texas is simply making our case. We do
24 not haQe a price competitive system at work right now.
25 We arefmoving in that direction.

i
1

MOFFITT REPORTING ASSOCIATES
(301) 390-5150




S
12

13

14.

15
16
17
18
19
20
21

22

23

24

25

2717
But it becomes tremendously important that
providérs of health care get reimbursed at something
which ﬁs adequate and sufficienf. This may not be a
probleb in Texas, although it probably is a big problem

in East Texas, as it is in North Dakota, West Virginia,

~Montané and Louisiana. It is important for providers

to be reimbursed.
Now, the Boren Amendment may have goné too. far in

the language because it became subject to a lot of

litigation. But the whole cOncépt that”there are

* peoplei out there who are providing service'for=way

below their cost, this is simply to give them some

“sense, not 100 percént. Just some sense that there is

a-safefy net thére for them, and they have reason to
|

. provide and continue to provide that»Service.

This is about people, Senator Gramm. . This is not

!
just about saving a $1.2 billion. I know that is what

‘is on §our mind, but patients, and doctors~givihg

service to patients, and hospitals giving service to
I .

patients is on my mind.

Senator Gramm. Well, Mr. Chairman, let me

respond.
Tgis is not about people. This is about
protecting people against competition. This about a

sweetheart deal. This is about saying that we are
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willing to competitively bid for physician services, in

. HMOs, in hospitals, but we do not want price

competﬁtion for nursing homes. And Whét'happens when
you do that?

With the amount of money we have we end.Up with
less care and not with more. It.is one.thing fo say we

are moving toward competition, but iffoU‘adopt‘

‘language that does not allow it, you heVer gef;there.'

Senator Rockefeller. -Mr.'Chairmah,jwe are not
sure that we want to get all the way there. There is

not a consensus that we want to get.all'ﬁhé way to the

. Senator's ideological love of an absoiutely free

enterprise market let loose in the health care system.

.That is a debate we have not 'yet had in_Cohgress;

Sénator Gramm. Well, the point'is}What is éo.-
speciai about nursing homes comparéd,£0:é§ery other
part of the system that when we aré mdvihg_EOWard
competition everywhere else we want to-stQp here?

And you are stopped by $1.2'billion as a‘point of
order against this amendment, ahd I raise it.

The Chairman. Yes. I would like to ask the
sponsors of this amendment how wqﬁl§ they pay for this
loss of income, $1.2 billion? We are involved in
reconciliation, the purpose of which is to bring about

savings. So I would ask the amendment sponsors how
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would:they pay for this amendment.
Senator Jeffords. We would have an offset by a

faster‘phase in of DSH cuts.

Senator Gramm, I suggest we vote.
The Chairman. Any further comments?-
Senator Conrad. Mr. Chairman, might I clarify?

That would be only on the high DSHV§tates; ‘There are
only two such States on this committée. We haVé'heard'
from one of the representatives of those Stéteé 
repeatedly that therer have been abuses in:his State.
That ig-the State of Texas.

The other. State affected is the State of
Louisiana. We know the record with respect. to DSH.

Let me just say the hoSpitals have indicéted they
would prefer to have that occur and tb-be able to have
this new standard applied. I think it is important to
respond to Senator Gramm in saying this does not stop
competition.

It does put some boundaries around competition to
say that the rates ought to be actuarialy sufficient to
be able to meet the quality standards that we put in
place in law OBRA 87, and we are taking out the
"reasonable and adequate' vague standard and putting in
a bright line standard.

Senator Jeffords. I would just like to point out
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that the reason —— may I have just have two words here?

Just remember why we had the Bofen Amendment. We

- had the Boren Amendment because we.had<basiCally open

compeﬁition, and we had lousy standards,'and we had

lousy care, and the Boren Amendment came in to save us

from that.

The methodology for it was‘flawéd;.and wefafe
trying to correct that. ‘

Sénator Breaux. | Mr. Chairmaﬁ? ,.Mr}}Chairman?
The Chairman. I think the'debété:has gohe on’v

long enough.

Sénator Breaux. Mr. Chairman?
'The Chairman. Senator Breaux?
Senator Breaux. I just want to make a short

comment because our State was mentioned. It certainly

would hot affect only two disproportionate share of

1Statesi It would affect all dispropdrtionate'share of

Statesi-not just two.
Senator Gramm. Yes. And the costs are going to

phase in on everything.

Sénator Breaux. It is across the board for every
State, not just two.

Sénator Conrad. No. That is not correct. In
all fairness, this only applies to high DSH States and

only to the extent needed to make up for this

i
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legislation.

We are already, they estimate,.$500 millioh over.
There-are only 8 States affected, and there are only 2
on this committee thaﬁ are affected. |

Sgnator Gramm. Mr. Chairman, could we_héaf from

the staff about how another $1.5 billion cuts in DSH —-

what the affect of that would be? Could it be done?

Would épeeding it up actually save that amount bf‘

" money?

Iimean, we have a right ﬁo know if-thié'iSia-réal
proposal or not. | .

Mé. James . I'm sorry. Are We,falking abéuﬁ
Medica?e DSH or Medicaid DSH?

Sénator Gramm. I assume we are Ealking.about ,

Medicaid DSH. But I do not know. Are we?

Senator Jeffords. - Medicaid DSH.
Senator Gramm. Or do we know?
Senator Jeffords. Medicaid DSH.

Senator Gramm. Okay. Could you get'$1.5 billion
by — |

Senator Conrad. .Wait. Wait. There was nothing
about $1.5 billion. -

Senator Jeffords. It is 1.2.

Senator Conrad. And we do not even need i.2

because they are $500 million over already. So we are
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talking about $700 million.

Senator Gramm. Who is $500 million over?

The Chairman. The question still is how do we
pay foi it. The problem is the loss will put into
jeopardy all the affirmative'spending,contained in the
reconciliation bill. I do not think we want to put
oursel;es in a pbsitidn of doing that. o

éo, I would ask the Clerk to.call;thé foll;

The Clerk. Mr. Chafee? |

Sénator Chafee. Aye.

The Clerk. Mr. Grassley?

Sénator Grassley. No.

Tﬁe Clerk. Mr. Hatch?

Mf. Hatch. - No.

The Clerk. Mr. D'Amato?
Sénator D'Amato.  No.

Tﬁe Clerk. Mr. Murkowski?
Senator Murkowski.  No.

The Clerk. Mr. Nickles?

Senator Nickles. No.
The Clerk. Mr. Gramm, of Texas?
Senator Gramm. No.

The Clerk. Mr. Lott?
i

The Chairman. No by proxy.

THe Clerk. Mr. Jeffords?
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Senator Jeffords. Aye.

The Clerk. Mr. Mack?

Senator Mack. No.
The_Clerk. Mr. Moynihan?
Senator Moynlhan. No.
The Clerk. Mr. Baucus?
Senator Baucus." Aye.

The Clerk. Mr. Rockefeller?’

Senator Rockefeller. Aye.
‘The Clerk. Mr. Breaux?.
Senator Breaux. No.

| : '
The Clerk.  Mr. Conrad?

Senator Conrad. .Aye.

.The Clerk. Mr. Graham, of Florida?

Senator Graham.  Aye..

The Clerk. Ms. MoSeley—Brauh?;
Senator Moseley—Braun.-b Aye,
Tﬁe Clerk. Mr. Bryan?

Senator Bryan. No.

The Clerk. Mr. Kerrey?

Senator Kerrey. No.

The Clerk. . Mr. Chairman?

Tﬁe Chairman. No.

Tﬂe Clerk. The votes are 7 yeas, 13 nays.

The Chairman. The Amendment is not agreed to.

|
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Senator Gramm. Mr. Chairman?.
The Chairman. Senator Gramm?
Senator Gramm. Mr. Chairman, I have been waiting

for a éood opportunity to do Amendment Ngmber 90. As
you will recall, States gained Medicaid by imposing |
taxes on providers, and then rebated the taxes to
providérs and got. Federal matéhing basedgdﬁ:th¢ ﬁew
cost of the providers after the State'téx was.iﬁposed.

This was clearly a sham aﬁd a fraud ‘perpetrated by
the St;tes on the Federal tax payer.. We.did.mové‘to
tighteh it up, but we did not'repeal.it{

Néw, my argument in this amehdment-is véryjsimple.

We ought to prohibit rebated-taxesfthat'are‘uSed.to

~gain the Medicaid system or that would be used to gaih

the new system which we have adopted. We have had

reference here to State fraud. This is a clear case

where éverybody knows that this provision’was used to
gain tﬁe system.

Aﬂd my proposed amendment would simpiy‘séy that we
would go the final step, from the tightehing that we
tried éo do before, and simply prohibit provider taxes
where éhe tax is imposed and then rebated to the
providér, but the Federal share is raised as a result
of that ruse.

This is a good Government proposal. It will
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affect every State that is engaged in'doing this, it is
something that we are all against, and I wanted to give
us an bpportunitylto do it. I hope it will be adopted
on a uhanimous vote. |

Senator Rockefeller. Would the Senator'yield?
Sénator Gramm. I would be happy'to field.

Senator Rockefeller.  The Senator is entirely

correct in his amendment.

Senator Gramm. Thank you.
The Chairman. Those in favor ——
Senator Conrad. Mr. Chairman, do we have a copy

of thié amendment?
Sénator Gramm. It is Supposed'tolbe.being:
distributed now. I will give you my copy. |
Tge Chairman. Can we'go ahead with_the vofé? v
'Sénatof>Conrad. Well, it would be.helpfﬁl if we
could see what the amendment said before we voted on
Iémean, the way this amendmentpséys, ﬁPresent law
permit% States to impose tax on health care providers
serviné Medicaid eligible patients. The revenue is
used to increase State payments to disproportionate
share ﬁospitals, which results in higher Federal DSH
payments to the State. The amendment prohibits such
taxes.?
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%hat is not a Shakespearean statement of clarity
as to what we are doing here. Frankly, my State, for
the better part of 15 years, has had a tax speoifically
on health care providers, in orderltovcreate'a state
pool to A) Assist in paying for indigent comerage that
is not covered by Medicaid; and B) To_level;some of the
playing field between the publicshospitals*that are
prov1ded the overwhelmlng amount of ‘the’ 1nd1gent care
and the proprletary hospltals, Wthh are prov1d1ng

relatlvely little of the- 1nd1gent care

Those are ratlonal non-abusive . uses of a. prov1der

tax. They are not in v1olatlon of the 1991 and 1993

Acts that Congress has'passed relatiye to the.
inappropriate use of'promider tax‘ I cannot tell, from
this amendment whether that program would ‘or would not
be prohlblted

Senator D'Amato. Mr. Chairman?

The Chairman. Senator D'Amato? )
Senator D'Amato. Let me tell'you something. I

have not characterized anybody's legislation, but this
is mean spirited legislation. I am going to tell you.
Absolutely. It is incredible.

Now, if a State wants to raise revenues to take

care of the indigent, to take care of the poor, and you

have got a city hospital, and you have got tens of
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thousands of people who come in there who-dolnot have
the wherewithal, who are not covered, where do you
think you get the money to do that? |

All of a sudden you are going to say to the State
you cgnnot choose to have a provider ta#} whetﬁef it be

by way of insurance companies or whether it be by way

‘'of hospitals and take those monies and use thém to.take

care Qf the indigént? What the heck aréAwe tfying to
do hefe? |

I mean I can follow this grénd philoéophy,jusﬁ
about So far, but this is ridiculous. On one ‘hand we

talk dbout empowering the States. On the other hand,

- we come over here, and we say, no, we are not going to.

let you do that. You are gaming the system. - Gaming
the system my foot.

Now, this is nonsense, and it is mean spirited.
How do, you take care of the bad debts;'thé peopie.who
come in there who are dying, who need all kind of
proced@res? The gun shot cases? You name them over

1

and over. You are going to just simply say no, we are

not go&ng to treat you? | |
O? hospital go bankrupt. We are not going to

allow States to have a methodology to raise revenue to

take care of these needs.

Now, that is what this would do. It would
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prohiﬂit New York. —— we just talked about a plan that
we hafe here. How do you think raised the money, $110
milliQn? Provider taxes to take care of 130,000
childfen who would not have health insurance.

Oh one hand we say we do not tfust the States. On
the other one, the States are trying to raise revenue
to take care of their needs. We say, 6h, nof We are
not going to let you do it. You canhbt.have7it-two
w'ays'.E
I do not understand what the intent is. What are

; . , _
you going to do here? Do you raiseé any revenue here?

What are you going to do? You are just . going to make

it impéssible for local people to take~cafe'of the

~needs that we say we want them to take.

Mf. Chairman, this is a mean spirited amendment.

Senator Gramm. Mr. Chairman, could I réspond on
this méan spirited amendment?

. The Chairman. Senator Gramm?

Senator Gramm. What we have allowed is States to
tax the Federal Government. States to tax the Federél
Governﬁent by taxing providers so that when the Federal
Governéent provides a share of the cost, that they, in
essencé, are able to tax the Federal Government

indireétly and change the Federal Government's share;

|
It was a rip off that States adopted to get around
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paying their share under Medicaid._”It}is one of the
reasons that the Medicaid costs, in the last decade,
have exploded by 16 percent. So I do not think
anything is mean spirited when you are simply trying to
prevenf people from abusing the system.

Now, States can impose whatever taxesbthey'want to
impose. But the p01nt is those taxes should not affect
the Federal Government's share for its program

Now, maybe we do not want to le these abuses,_but
if we are going to talk about abuses, and ‘we - ‘are g01ng

to talk about people gaming the system,'We?ought'to be

vwillinc to do something about gaming the-sYStem, and we

.all know this is the biggest that: has occurred

Senator Graham. Mr. Chairman, we do not all know
that. And for us, at this hour of 12523, to be voting
on an amendment which has three words, ﬁprohibir'such
taxes," period, is an affront to this ccmmittee,

I would ask that this amendment be ruled out of an
order cntil we got an amendment that sﬁated, in
appropriate English language, more than the phrase
”prohibit such taxes."

We are unable to cast an even quasi awake, much
less ietelligent vote with that language.

Senator D'Amato. Mr. Chairman, let me tell you

something. Gaming the system is not providing a
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methodology for cities and communities to take care of
the emergency cases that pour into these large city
hospithls by the thousands. That is not gaming the
system.

And maybe the Federal Government should have some
share if they are imposing so there might be some cost
factor?there. But let me tell you, how do you take
care of the poorest of the poor? - 'All of a sudden now
we are going to come up, we are gOing to take that

right éway?

Senator Gramm. Mr. Chairman?
The Chairman. Yes?
Senator Gramm. Mr. chairman, I think I.can save

us timée. First bf all, I do not think'ShakeSpeare ever
spoke in clearer English than prohibit theﬁtax. Me
thinketh thou protesteth too much.

But what I will do, given these concerns that have
been raised at this late hour, I will withdraw the
amendmént and try to look at legitimate uses of these
taxes. But where the taxes have been used to simply
jack up reimbursement, which has then been rebated to
the provider, we ought to do something about it.

Aﬁd I will work to see if I can deal with the
concerns of our two colleagues and maintain happiness

on this committee, which we are all for.
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The Chairman. Senator Rockefeller?

Senator Rockefeller. Mr. Chairman, the next
amendment has to do with something which I think is
very exciting, which is Qpposed by'the'inSuranqe
companies and Which is very much supported by‘health
care p%oviders_about whom we have just been talking,
and that has‘to‘angith the Provider Service‘-:
Organization..

I# is an alternative way of physicians .and

‘hospitals setting up their an'health.careeplans, thus

| - ] _ ; . .
bypassing the neéd to go to the insurance company for

everything, which you have so much'now,”even with the
eVolut%on in‘managed care,-etceteraL You have3doctor$
havingéto do exactly what they did before, except they
haVe te do it,toithe managed‘carefCOmpanies, fhe'HMOs.

They know that you have to provide a service.

tThey call up the same 800 number‘linej they get the
!

same bgreaucratic response on the other end. There.is'
no difference between the HMO in this respect and the
insurance companies.

Igthink Senator Frist and —— and, of course, he is
a docter. We came up with this. 1In fact, I came up
with iF and went to him, and he agreed to work with me
on it,éas well as Senator Grassley.

| 4
It would add another option to what it is, the
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definition of PSO, and that is very important. For
some teason, the definition of the PSOs does not allow
for pértnerships or joint'venturés as between prbviders
where they would share a substéntial risk,-and‘this has
to be;a part of it.

One of the reasons is, particularly in rural areas

where you just are not going to.havevHMO‘capaéity, you-

i

are not going to have managed care capécity'of-anyﬁ ‘
sort,:doctors, hospitals, etcetera, have to be ablé”to
form partnershipsvto be able ‘to proVide this -aspect of
the PSO whlch is ‘a marvelous new way - of gettlng health

care to 1nd1v1duals

The Chairman. Julie, would you comment on this -
provision?
Ms. James. Yes, Senator. The definitionIOf

affiliétion in the Provider Sponsored‘ofganization

- provision really relates to try to distinguisﬁ these

entities from other kinds of risk bearing entities.

And the idea is that the local community providers
would éwn and'operate these, and there is a test that -
they héve to provide directly a substantial proportion
of the.services. And so the test for this is how many
of the:providers would bevcounted towards delivering
that sﬁbstantial proportion of the services.

Tﬁere is nothing in the provision that would
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prohibit that kind of a relationship with«providers.
It is Bust that that kind of a relatipnship would not
count towards the test.

And the concern is that if you allow providers to
simplyibe on a contractual basis where they are, for
examplé, getting‘a_capitatedvamount“and'pefhaps.there
is a withhold, if the entity gets into trouble, then
the préviders could just not renew their'contracts and
ﬁould bot have a Stake_in the organization'to make’ it
work. 'And if it begins to get ‘in trohble,'théh'héve:to
share in that_féspohsibility. | o |

Senator Rdckefellér; Mr. Chairman, and Julie, I
left o@t something very important, whichQSenator Bréaux
remindéd me of;' > | |

‘This is a:34year'period of time that we are
talkinévabbut. iIt'is not like a démonstration, but you
have té get Federal certificatioﬁ'for'a péribd'of 3
years. After,that, it would stop. That is just for
the tréth of telling that part. Everything you said
was al%o correct.

Ms. James. I underétand.

The Chairman. Any further comment?

Senator Grassley. Mr. Chairman, I would like to
commené. |

qu Chairman. Senator Grassley?
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Rockefeller is doing, and the reésee.IAdo is because,
once again, there is special problems that we have in
rural America. |

Ahd it seems to me that if we do not do:what:
Senatot Rockefeller proposes, we are going to4impede
forminé PSOs in rural areas, because-in order'to~5e”

viable, PSOs are likely to need to form on a“fegional

I . . " N
basis in rural areas where individual communities do

not haye the population or the provider_base necessary
to sup?ort a PSO. | | |
Mest rural communities do nottwant to give ub'
their eontrol of local providers‘bfﬂeelling them;,
Sharedgrisk arrangements provide.flexibility to‘form

joint ﬁentureletructures that leave local governance
rightstin place, but from entities in which all_of the
communities have a say, through their providers, in how
the Psé is organized and operated. .

Tﬁere would ﬁot be enough flexibility ih forming
PSOs. fProviders would have to merge or acquire each
other to form the affiliated group of a PSO. They

could ﬁot form partnerships or joint ventures to do so.

So I think it is very important that we give

flexibility, particularly those of us on the rural

health caucus. We want to make sure that we take every
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opporttnity in the marketplace, every opportunity for
competition, to make sure that we have facilities for
the delivery of care that they have in the urban areas.

The Chairman. I would like to proceed_with the
vote. - Those in favor, signify by saying aye. -

(bhorus of ayes.)

The Chairmén. Opposed, nay.

(No response.)

Tbe Chairman. The ayes haQetit.'vThe ameﬁdment
is agr?ed to.

Sénator Bob Graham?

Senator Graham. Thank you, Mr. Chairméh.:

Mt. Chairmanﬁ‘I am offering Amendment Numbérgi‘of
my 1ist,.which was Amendment Number 73. This amenament
is being offered in conjunction with SenatOr”Chafee,
and it relates to portions of the HMO EmérgénCy Room-
Act, which weté not included in the Chairman's mark.

The Chairman has included the provisionFCOntained‘
in our legislation; which provides that the standard
for the delivery of care to a Mediétfe'benéfiCiary in
an emergency room shall be the standard of a prudent
lay pefson.

What was omitted were two other provisions.'.One
that rélates to the post-stabilization period. That

is, after the person is in the emergency room, they
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have been stabilized, and then what do you do with them
from there on?

Under the bill that we had filed, it required the
emergency room to call the HMO, and the HMO, within 30
minﬁtes, to respond with a course of action as to what
to do with the now_stabilized patient in the emergency
room.

That 30 minﬁte requirement was of some concern to
several of the HMOé. We_have discussedﬁthis and
negotiated andnhaVe modified our-amendmeht to contain
language, which will direct the Secretafy of Heélth'and
Human Services to establish a procéés of'authoriéation
for poSt—stabiliéatiQn care based on the post-
stabilization provisions outlined in S.356,. which these
processes would.include, among other things, a
requirement thét a-proVider of emergency services make
a documented,'godd faith effort to contact the managed.
care plan in a timely fashion to requést-approval, |
etcetera.

I;can represeht that this language has now secured
the agreement of the affected industry, and I believe I
can represent that the industry has withdrawn its
concerﬁ to this proposél.

Oﬁe other provision that we reinstate is the

|
phrase severe pain as a definition of emergency medical
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condition. We are in the anomalous situation. We have
a Fedegal law éalled the Access to Emergency Medical
Servic?s, or IMTALA Act, which requires emergency rooms
to pro&ide services.

Ohe of the standards in that Act, thét‘Federal
Act, i$ severevpéin as an indicator of the need for
emergency serviées. By restoring this,.we Would'be‘
making compatible these two Federal enactments. T urge
the adbption of fhis amendment.

The Chairman. Senator Chafee? .

Senator Chafee. Mr. Chairmaﬁ}"I‘wént to echo
what Senator Graham said. - I have a letter here from
our largest hospital at home that.talks about the pain
issue éhat we have in our-amendmeﬁt. ‘And, as'Senatdr
Graham pointed out, that has been part of an emérgéncy
— wha£ever IMTALAVmeans. Emeigency sémething'or'
other.

Iﬁ the late 1980s, it was part of the Federal law.
For some reason, the pain was not included here.

But the other part was the post—stébilization,
which our emergency room people feel is very important.
So I think it is a good amendment, Mr. Chairman.

The Chairman. Julie, would ydu?

|
M%. James. Senator, I would like to clarify what

we have in the mark. We do adopt the prudent lay
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persod standard, but then we call on the'Secretary to
devel&p the regulations and the guidelines for dealing
with tbe issues of the post-stabilization, as. opposed
to putﬁing a lot of specific detail into statute about
how this would have to be governed.

The Chairman. In other words, you are saying
that it would bé preferable to do’it“by thé Seéretary
because it could be changed from time to time and not
be wrltten into a code°

‘Senator Graham. Mri Chairman, if I cpuld say,
that is whatbthe-revised version'of_our aﬁendment does,
but it does provide>some legislative-stanaards -The
mark dlrects the Secretary to develop such regulatlons,
but w1thout any leglslatlve directive. as to what those
regulatlons should be.

We have establlshed the standards w1th1n which the

/Secretary shall develop the post—stabilization

|
provisions.
The Chairman. I think one of the corncerns is

that, in a sense, this is micro managing. 1In any

event,?let's proceed with a vote. The Clerk will call

the roil.
The Clerk. Mr. Chafee?
Sanator Chafee. Avye.
The Clerk. Mr. Grassley?
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Senator Grassley. Aye.

The Clerk. Mr. Hatch?

Mr. Hatch. Aye.

The Clerk. Mr. D'Amato?

Senator D'Amato. Aye.

Tbe Clerk. Mr. Murkowski?

Senator Murkowski. Aye.

The Clerk. Mr. Nickles?

Senator Nickles. Aye.

The Clerk. '.Mr.-Gramm, of Texas? -

Senator Gramm. No.

The Clerk. ':Mr. Lott?

The Chairman. -~ No by proxy.

The Clerk. Mr. Jeffords?
Senator Jeffords. Yes by prdky;

The Clerk. Mr. Mack?

Senator Mack. Aye.

The Clerk. Mr. Moynihan?
Senator Moynihan. Aye.

The Clerk. Mr. Baucus?
Sénator Baucﬁs. Aye.

The Clerk. Mr. Rockefeller?
The Chairman. Avye.

The Clerk. Mr. Breaux?
Sénator Breaux. Aye.

'
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The Clerk. Mr.

Senator Conrad.

The Clerk. Mr.

Senator Graham.

The Clerk. Ms.

Conrad?

Avye.

Graham, of Florida?
Aye.

Moseley—-Braun?

Sénator Mose;ey—Braun. Aye.
The Clerk.. Mr. Bryan?
Sénator Bryan. Aye.
The Clerk. Mr. Kerrey?
Senator Moynihan. Aye by proxy-.
T#e Clerk. Mr. Chairman?
The Chairman. No.
~ The Clerk. The votes are 17 yeas, 3‘néys;

is a vérbatim Number 1, except it is applicable to
'Medicaid, Number
would @ove-the adoption of Amendment Number 2 by the

.same

cost

The Chairman.

Senator Graham.

vote.

The Chairman.
x

Ms. James. Senator?
The Chairman. Julie?
Ms. James. The Medicaid amendment is scored as a

The amendment is agreed to.

Mr. Chairman, Amendment Number 2

1 being applicable-tb Medicare. I

Without objection.

by CBO. It is $100 million.

THe Chairman.

How much cost?
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Mr. Smith. Senator, the mark, as it is drafted,

includes the prudent lay person standard. That, in

_itself) was scored at $100 million. So if you add

addition to that, I assume that it will score as well.
Senator Grassley. How can a Medicaid amendment
score and a Medicare amendment not Score?_

Ms. James. Senator, on thé'Médiéare-side, most

. of this is currently in regulatibn. So it does not

make much a difference in the way that Medicare
operates.
Senator Graham.  Mr. Chairman, I would point out -

that under the previously adopted MSA Amendment we have

'v-approximately $100-million left over from the projected
.savings, if that is a matter of concern.

The Chairman{ We do not actually have a score on

that, so we have no idea. I guess what we will ‘do is

‘acceptvit, subject to or finding somebody to pay for

it.

Sénator Graham. All right.

The Chairman. Senator Mack is next.

Senator Mack. Thank you, Mr. Chairman. I want
to commend you for the National Bipartisan Commission
on the future of Medicare that you have included in the
mark. As you know, I have had conversations with you

in the past with respect to the Commission.
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It is my feeling that if there is going to be a
commis%ion, another commission, thatvtherevheeds to be
some méthod that brings the Congress into the process
where Qe would act onvwhat the commiSsion concludes. I
do not think it is really worth the timeaand‘the-effort
to have another commission if, invfact( there is not
some ehforcement'méChanism. |

Aﬁd so my”amendment basically propoSésithét we add
to it;‘to add to your commission a fast track process:
in order to briﬁg_the recommendations Ofvthe'comhission
to a vpte by the Congress.

Tbe Chairman. And that fast track would be
sUbjecF to amendment? |

Séenator Mack. The fast track procedure that I am
proposing is similar to the base closure fast track
proced@re.

Tﬁe Chairman. In other words, there would be no

amendménts allowed?

Seénator Mack. That is correct.
The Chairman. Pat Moynihan, please.
Sénator Moynihan. Mr. Chairman, I very much

understand Senator Mack's desire that something should
! .

followia commission. But having been through the

Greenspan Commission on Social Security, which was
|

appointed in 1981, then we went through 1982, we ended
i

I
!
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up having failed, and then Senator Dole suggested

should we try again, and it worked itself out in the
few weeks after the commission had come to two opposite
conclusions.

I'do not think you can depend on a commisSion
coming up with a Séries of two, thfee, four things to
be dealt with in a direct manner like that. “If you
have p?rsuaded the community of the Congress, you get
action, but I do not think you would want to restrict
yourself to a Qéry close time table.'.I-ao just
offering my expérionce here. |

.Senator Mack.. Again, I appreciate. your comment.
| . .

- .The reélity is that .without some enforcement mechanism,

the Congress will not act untilothe.orisis isvat-hand;

which is exactiy what happened’ —
Senator Moynihan. There was a crisis at hand in

SocialjSeourity I_grant.

Sénator Mack. Right.

Senator Conrad. Mr. Chairman? Mr. Chairman?
The Chairman. Yes, Kent?

Senator Conrad. I think some of what we have

done here tonight belies that. I mean, we have taken
some serious steps here in this committee, and I would
hope my colleague, who I think shares a real serious

conviction that more be done with respect to Medicare
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to insure its long-term health. I just think dealing

with a situation in which no amendments are permitted,
dealin§ with a program as important to_the future of
the country as Medicare, is justvan unacceptable
conclusion here.

I cannot imagine that we would adopt a - :
circumstance in which CongressVcannOt'6ffe£5amehdments,
and that we would be compelled to acceptkwhat}a~. |
cOmmiSSion sent-to us with respect'to the program_Qf-
Medicaie. | S o

Sénator Mack. I would suggest thathé féﬁové.the
idea of a commission then because it Wasvndt_?ery ldng

ago in:which we had a report from a commiSSibn. But I

-would be delighted to withdraw the amendment; since I

~ see my5colleagues are not enamored with the idea that

we should take action. I withdréw £He;améndment.

The Chairman. The next is Senator Rockefeller.

Senator Rockefeller. Thank ybu,_Mr. Chairman..

Mr. Chairman, I would just say this. It is.going
to sound slightly fatuous. But fhe poiht was made by
severai over hére that you have been exdeedingly fair
in the‘way that ybu have not just conducted things, but
also aﬁranged for things to come together and reached
out toéboth sides. So I wanted to say that.

This amendment simply says that we cannot
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tolerafe, in anything new that we do or anything that
we have, which is the current law, for balanced
billiné. Balanced billing has a history. It goes.back
to 1985. | |

And it is whatIJulie would refer to es the history
begins with RBRVBS, which is the Resource,ﬁased'
RelatiQe Value Scale, which was meant to sott;of
basically bring specialists and generalists-into parity
and which did not because HCFA proceeded to absolutely
ruin it. But, nevertheless, it is still'a”gopd idea.

But one of the corollaries of that was' that we

would Qhase down balanced billingﬂovefia period of —— I

‘think it was three years. Wasn't it? Something of

that sort. And we did ﬁhat.

Under that law, doctors are prohibited from-’
charging beneficiaries more than 115hpercent-bf‘the
Medicare fee schedule amount. 1In other-words;
previously they had charged rich patients, 1like Senatoi
Breaux here, for ekample, 145 percent,_and then they
would charge me 75 percent and that would_be fair in
life. And that is the way they kind of made their
deal.

But my modification has to do with all Medicare
choice plans. That is the point; that no balanced

billing should continue to be the law with all Medicare
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choice;plans and prohibits plans from charging senior
citizens co-insurance amounts of 50 percent or more for
all their health care services.

It is complicated, but let me just say that the
average income for a senior in my étate of West
Virginia is $10,700, and the average senior spends an
enormous amount; 21 percent of their incomes_dn’héalth;
For frail and elderly, 85 and older, it is about $4,000
a year.

Balanced billing we do not need in all Medicare

. choice ' plans, and that is the purpose,of”the amendment.

The Chairman. Julie, would you care to comment?
Ms. James.. Senator Rockefeller, wbuld this mean
that all of the plans then, the private fee-for-service

plan wéuld have to adopt the Medicare prices for

everything?
Senator Rockefeller. ‘Yes. Including'FFS; Yes.
Ms. James. Yes. Well, in the mark, Ehe private

fee-for-service plan is intended to be a plan that is
an unrestricted plan that is separate from the.prices
that afe established in the traditional Medicare
program. It is really a freedom of choice, for people
who want that kind of a plan, to opt for that kind of a
plan.

Sd the balanced billing limits specifically do not
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apply to that plan or to the medica} savings accounts
becauée of the whole different cost sharing structure,
and wq do provide that in the information section the
Secretéry make that it is very explicit to
beneficiaries what the balanced billing requirehentS‘

are, and so therefore, people can make an informed

choice.
S%nétor‘Gréssléy. Mr. Chairman?
The Chairman. Mr. Grassley?
Sénator Grassley. I think that there is

something unamerican about this amendment. If there is

anything that Americans take pridevin about our

- country, it is- the freedom to spend their aney,vthat

. they have earned, the way they want to spehd it.

Aﬁd this is a special new opportunity‘that is
providéd in this bill for people to haveva combination
of Govérnment financed, as well as fheir own private-
money, to put tOggther and buy a plan that fhey want.
And what is wrong with that? I mean, after all, it is
their money.

Tﬁe only other position you can take is that every
penny ﬁhat you have ever made in your life, some
bureaudrat ought to haVe a right_tQ“tell you how to
spend it. Now, this is Washington nonsense, and what

we need is a little bit of common sense. And let me
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say I&wa common sense, but I know there is other States
that have a lot of common sense, too.

Wg have to have some common sense feplaces,-and it

is just wrong, I think, what is being done by this

amendment .
Senator Gramm. Mr. Chairman?
Senator Rockéfeller. Senator Grassley, could I -

just réspond that this is not about spendihg, but about
chargiﬁg. o |

Sénator Grassley. It is abdut-Whétﬁef'or'hot'i
am wiliing to pay for a service,beyondfwhat the N
Government will'give me.

T%e Chairman.» Senator Gramm?

Sénator Gramm. Well, Mr. Chairman, iet me  be
sure néw before I.go off on this that I clearly

undersﬁand, because that last comment, I thought I

.understood completely, and I did not think it was mean

spiritéd. And I am not sure it is unamerican either,
but I do not think it is good policy.

Tﬁere is nothing wrong with'thé:gﬁy offering it,
but I éo not think it is good policy. But the last
comment kind of threw me off, Julie, and let me.see if
I undeﬁstand. |

A§ I understood it, what this amendment would do

i

is say 'if the conventional Medicare plaﬁ, which by
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definiﬁion I did ndt choose, if I chose another plan
from ahong our menu, reimburses doctors, er example,
at a certain rate, then the plan I chose, because I
thoughﬁ it would be more efficient -and get me more
healthisefvices at the same price than the traditional
Médicaée, would have to reimburse at the same rate that
Medica#e reimburses. Now, is that right? |

|

Ms. James. That is my understanding.

Senator Gramm. Well, let me explain why that is

: jﬁst a:terriblé idea. We are providing a menu -of

choices. Every Medicare beneficiary~has a«right”to

choose}the plan that will reimbursé exactly as Senator
Rockefeller’waﬁts it. Irrationally.

Ngw, if, on the other hand, a private insurance'.
companf can put together a plan ahd“say to ‘my mother,
for ex%mple, ”Florence, if you will buy our pian,'we
will kéep fee—fbr—service with the providers that we
enter into contract with, but we will use our buying
power Eo get lower prices; and we will pay for your
pharmaceuticals," what the Rockefeller Amendment would
say iséthey cannot do it.

Tﬁey cannot bargain with these doctors. They have
got to;pay them exactly the same rate that Medicare

|
does. 'If we do this, we destroy the whole purpose of

giving a menu of choices.
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If a private provider can get a lower price and
Medicare beneficiaries, by choosing it, can get
pharmaceuticals, who are we, at Chuck Grassley's_word,
to tell them how they ought to spend their.money? They
chose it. They could have had the.system'that Senator
Rockefeller is proposing, but they did not chose that
system. They éhose another one. - o

Ahd so I believe, Mr. Chairman, thatsthis is not
good policy. It is not unamerican, but it is 5ust.not
good policy. | |

The Chairman. I would like to proceed with the

vote. The Clérk will call the roll.

The Clerk. Mr. Chafee? .
Senator Chafee. No.

The Clerk. 'Mr. Grassley?
Sénator Grassley. No.
The Clerk. Mr. Hatch?
Mf. Hatch. No.

Tﬁe Clerk. Mr. D'Amato?
Senator D'Amato. No.

The Clerk. Mr. Murkowski?
Senator Murkowski. No.
The Clerk. Mr. Nickles?
Senator Nickles. No.

The Clerk. Mr. Gramm, of Texas?
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Tbe Clerk. Mr. Lott?

The Chairman. No by proxy.
The Clerk. 'Mr. Jeffords?

The Chairman. Yes by proxy.

Tbe Clerk. Mr. Mack?

Sénator Mack. No.

Tﬁe Clerk. Mr. Moynihan?
Senator Moynihan. No.
Tﬁe Clerk. Mr. Baucus?
Senator Baucus. Aye.

The Clerk. Mr. Rockefeller?
TQe Chairman. Aye.

Tﬁe Clerk; ‘Mr. Breaux?
Sénator Breaux. Aye.

The Clerk. Mr. Conrad?
Sénator Conrad. Aye.

The Clerk. Mr.'Graham, of Florida?

Senator Graham. Aye. |
The Clerk. Ms. Moseley—Braun?
Se%ator Moseley—Braun. Aye.
Thé Clerk. Mr. Bryan?

Sehator Bryan. No.

»Thé Clerk. Mr. Kerrey?
Sehator Kerrey. No.
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The Clerk. Mr. Chairman?
The Chairman. No.
The Clerk. The votes are 7 yeas, 13 nays.
The Chaifman. The amendment is not agreed to.
Senator Grassley. Mr. Chairméﬁ,'can I ask a |
- questién?
The Chairman. Yes.
Senator-Gramm. It is almost 1:00. - Are we .going

to sta? and finish?

Tﬁe Chairman" “Just a fewAmore'amendmen£S;

Mr. Hatch? |

Senator Murkowski. Maybe we c¢ould move it aloné
a littie because séveral of these amendments we really

did not need to vote on.

Sénaﬁor Gramm. . They'did_nbt know it until we had
it.

The Chairman. Anyway, let's proceed. - Mr. Hatch?

Mr. Hatch. ~ What my amendment would do-—-this is

Amendmént Number 7-—is it would delete the fiVelpércent
risk adjuster for new enrollees.

Medicare payments to HMOs are based on 95 percent
of the‘average pef capita costs in the area. The
payment rates vary by specific demographic variables,

1 _
including age, sex, institutional status and Medicaid

status.f Other than for these demographic variables,
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areas.

What this amendment would do is it would delete:
the new proxy risk adjuster for Medicare payments for
new Medicare choice enrolles, and this is fivevpercent.

Now, this payment cut for new enrollees will have
serious unintended consequences. 'NUmbér.one, i£ will
decrease choice and disadvantage new plans. New-:
Medicafe choice pléns, PSOs and other new plans,.will’
be combrised of all new enréllees.

The Senate Finance Committee mark-would
disadvantage these plans by cutting their entire
paymentS‘by five percént in the first year, while
existing plans.will face much less impact. And:since
new pléns face significaﬁt start up costs; thiS'wilI be
a serious disincentive for the creation .of neh plans.
This is a key goal of the bill. B

Number two, this five percent cut will
particularly hurt rural areas. Since most rural areas
have few, if any, HMO options today, these areas will
be disproportionately impacted.

Tﬂis new enrollee proxy could offset the increases
provided in the proposed revision of the HMO payment
formula, which is designed to provide greater equity in

payments to rural areas.
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And number three, it would be administratively

very difficult to implement this new payment reduction.

Senator Rockefeller. Could we have order, Mr.
Chairman?

Tpe Chairman. Please proceed.

M?. Hatch. Now, in my opinion, the savings from

this ptoposal could be achieved threugh.a lower annual

updateéfor payments for all Medicare choiCe‘plans, and
that wduld be more equitable until a reliable} accurate
risk adjustment'metﬁodology could be developed énd
implemented. '..

Now, HCFA believes that such a methodoiegy could
be available fordimplementation by.the'year;2000for
2001. 'But basically, the Chairman's mark includes a
proxy for a risk adjustor. until HHS.cenvdevelep and
implement an accurate and effective risk adjustment
methodology.

Aﬁd so by reducing the mark, reddcing payments to
Medicare choice plans by five percent, it does take
away cﬂoice, it does hurt rural area, and it will be
difficult to collect and administer anyway.

Sd I would hope that my colleagues would be
willinq to support the Hatch Amendment to resolve this
probleﬁ.

Senator Breaux. Mr. Chairman??
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The Chairman. Senator Breaux?

Senator Breaux. Mr. Chairman, I would oppose it.
The previsions have been recommeﬁdea by the Physician
Payment Review;Commission. We had hearings-that
Senator Grassley chaired with me a couple of weeks ago,
and it appointed out that HFCA said that ‘we were .
overpaylng HMOs - by about $2 billion a year because what
we paylthem 1svbased on an arbitrary 95 percent“of the
fee—for—service in the area, and manyvof-theSe HMOs.
have ehrolled only’very’healthy patients.

So we are wastlng about . $2 billion a year 1ﬁ

overpayments, and the Chairman's mark has-the

recommendation of the Physician Payment Review

.Commiséion that allows for a risk adjustor in these

HMOs to get closer to what they are actually costlng
them to treat people enrolled in their HMOs.

Ifthink to not even have this adjustment_factor,
would ae a serious mietake.

Tﬂe Chairman. I would ask Julie to comment on
it, but I would also ask what would .we lose in revenue.

Ms. James. It is in the vicinity of $3 billion
over the five year period. I would point out that in
Presidept Clinton's budget proposal he proposed an.
across ﬁhe board five percent reduction, to go from 95

to 90 percent of the AEPCC effectively;
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And this one, just to put it in comparison, this
is a much smaller adjustment. It would be about a 1.6
percent reduction in the year 2000,-as'opposed to the
one thét was proposed by the President that would
effectively be 5.3 percent.

And also, I have a letter here from the Physician
Paymenf Review Commission. They had a retreat this
last w?ekend, and it says, '"The Commission-diécussed,
the policy again at its retreat last-week<aﬁd
unanimously recommended introducing:érnew enrollee risk -
adjustor as an. interim measure untii.implementafion-of
an improved risk adjustment based on clinicai'data
become feasible."

Mr. Hatch. Well, that is all true, but it still
disadvantages new HMOs, new plans and'HMOs, And it
still disadvantages the rural areas. And we do not
have a methodology that is established yet, and I think
we ougﬁt to wait until we get the methodology
established, rather than just disadvantage at least
both of those areas.

Ms. James. Three billion dollars.

The Chairman. The Clerk will call the roll.

Seﬁator Gramm. Mr. Chairman, hold on a second,
please.j How would Senator Hatch pay for this?

Mr. Hatch. Well, I said the way we would do it
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is the savings from this proposal could be achieved
througﬁ a lower annual update for payments for all
Medicare choice plans. That would be more equitable,
that is until a reliable, accurate risk adjustment
methodélogy could be developed and implementedf

And HCFA believes that that will not happen until
2000 or 2001, So this is a much more fair'way of

handlihg that than what the mark has in it.

Sénator Gramm.- Well, Mr. Chairman, could I just
respond?

The Chairman. Briefly.

Sénator Gramm. Mr. Chairman; you know,Awe are

here to save $115 billion, and, as a résult, you have
got to make cuts somewhere to save $115 billion. . And
nobodyzlikes this risk adjustment, which is simply a
mechanical féctor and phases out over five years, but
the point is it does save a lot of money.

An@ to go it, which we have had the staff loqk at,
which we under and which is a temporary measure to
. i
reduciné the update for all of the providers that we
are brihging into the system, I think is a tremendous
change,sand I do not think it is Jjustified.

I £hink that we ought to reject this amendment.
Not thaﬁ there is not a problem with the risk adjuster,

but there is no better way to save $1.5 billion than
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anybody has come up with.

Tbe Chairman. We will proceéaAwith the vote.
The clerk will call the roll. |

The Clerk. Mr. Chafee?

!
Senator Chafee. No.

The Clerk. Mr. Grassley?
Sénator Grassley. - No.
The Clerk. Mr. Hatch?
Mf. Hatch. . Aye.

The Clerk. 'Mr;pD'Amato?

Senator D'Amato. Aye.
The Clerk. Mr. Murkowski?
Senator Murkowski. No.

i . ’
The Clerk. Mr. Nickles?

Sénator Nickles. No.
The Clerk. Mr. Gramm, of Texas?
Senator Gramm. No.

Tﬁe Clerk. Mr. Lott?

Tﬁe Chairman; No by proxy.
Tﬁe Clerk. Mr. Jeffords?
T&e Chairman. No by proxy.
Tﬁe Clerk. Mr. Mack?
Sénator Mack. No.

Tﬁe Clerk. Mr. Moynihan?.

Senator Moynihan. No.

!
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The Clerk. Mr. Baucus?

Senator Baucus. No.

The Clerk. Mr. Rockefeller?

The Chairman. No.

Tpe Clerk. Mr. Breaux?

Sénator Breaux. No.

Tbe Clerk. .Mr. Conrad?

Senator Confad. No.

The Clerk. Mr. Graham, of Florida?
Sénator Gréham. No.

The Clerk@‘ ‘Ms. Moseley—Braun?

Senator Moseley-Braun. No.

Tﬁe Clerk. =~ Mr. Bryan?

Sénator Bryan. No.

The Clerk. M Kerrey?

Senator Kerrey. No.

The Clerk. Mr. Chairman?

The Chairman.‘ No.

Tﬁe Clerk. The votes are 2 yeas,'18 nays.
The Chairman. The amendment is not agreed to.

Sénator Baucus?

Senator Baucus. Mr. Chairman, my amendment is in
the saﬁe subject as the one last offered by Senator
Hatch, but it is much, much more narrowly drawn. And

the point of it is to allow managed care to take root
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and to take hold in rural areas.

I' think there is good reason, as Senator Breaux
pointed out, of why the risk adjusters. 1In effect, I
think it makes sense for new enrollees to be paid less
in HMOs. - But my amendment basicaily provides that new
plans,tnot ﬁew enrollees, but new plens get the benefit
of one;year delay in the risk adjuster——just'one year¥—
to enable them to compete with other forms of health
care providers.

Very simply, just to repeat, if you are a new
healthjcare plan, the risk adjuster was delayed for:one -
year oély for tha£ new plan. We are trying to find
some w%y to allow health care plans and HMOs to
germinete, take root in and get started in rural areas,
otherwise, they are at a disadvantage.

If they do not get this slight break, it is going
to be difficult for them to compete in rural areas.

Now, I do not what the cost of this is, but the
offset that they have come up with is to delete the one
percen; increase provision that the HMOs.are able to
chooseifrom when they choose the greater of three
paymen% options. 'It is a blend of national and local
rates.  That is one option.

The other is a minimum floor rate of 350. The

third option under the blended rates is the same
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paymenf as the previous year, butvwith a minimum
percent increase of one percent. |

Sb I would just say that that one percent wéuld

not be allowed to pay for this one year delay for new

HMOs.
Sénator Grassley. Mr. Chairman?. ,
The Chairman. Senator GrassleY?
Sénator Grassley. Yes. Now, I voted aééinst-

Senator Hatch's proposal because it was'véry'costly.

But the arguments that Senator Hatch used, and the

argumeﬁts-that Senator Baucus used have to be listerned’
. _ o

NQw, there is different solutions to_solvihg'it,
and I think. Senator Baucus has a good Sdlutibnvbeéause
we have got to remember that our whole goal-of"AEPCC
reform is to make sure that there is éccess to-ménaged
care pians in all of America. And wheré we have this
problem is in rural America.

And if you apply the adjustment to those new
plans,;it is going to defeat the purpose of increasing
paymenﬁ equity. So giving plans the one year exemption
that Senator Baucus talks about gives these plans an
opportdnity to get off the ground.”. |

IQ other words, we can make all the changes in the

AEPCC,;but if you do not have that floor high enough
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for those plans to come in, or if you offset it through
this r?sk adjustment for plans that aren't even
started, and it is a negative to getting them startéd,
then e&erything that we are talking about here through
enhancing the AEPCC just is of no avail. We are just
going to be back to square one.

Ahd this is probably the last opportﬁnityzwé have
between now and the year 2002 to do'sémething.about the
probleﬁs of managed care not being availabie'invrural
Ameficé{ So I hope you will take a very good look at
what'Sénator Baucus is trying to do. |

Tﬁe Chairman. Julie, can you comment on this?

Ms. James. I would just like a clarification.

‘What this amendment does is just say that for the first

year you are in operation, it does not apply. 1Is that

correcg?
Sénator Baucus. For new plans.
Mé. James. For new plans. Right.
Sénator Baucus. Only new plans.
Ms. James. Right.
Senator Baucus. All these would still be subject

to the ;same risk adjuster in current plans. So with
respecﬁ to new plans, just a one year delay.
i

Tﬁe Chairman. Do you have any estimate of how

much that would cost?

]
i
i
1
i
|
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Mé. James. No, Senator. I think though that
this offset would be probably more than enough. What
this dbes is reduce the minimum update that plans are
guaranteed, from one percent a year  to no bercent a
year. ! |

The Chairman.. Who would that penalize?

Ms. James.  Those would be those areas wherei
there is a lot of medical.education and
dlsproportlonate share spendlng because we are changlng
how that is treatlng, and those areas that are .
currently very,h;ghly.pald, which we’held~harmlesejer'
established a one percent minimum update.v | |

Senator Baucus. | Mr. Chairman, I might suggest,
if it rs more than enough, I would scale it backvto
whatever a one year delay would come to. I might add;
I have 'got a list here.

Senator Moseley—Braun.' Mr. Chairman?

Sénator'D'Amato. May I ask how this is paid for,
Mr. Chairman? I voted for the other one, but we Were
not ta@ing money away from other HMOs.

Senator Moseley-Braun. Yes.

Sehator D'Amato.‘ ‘Now, I have been given to
understand that what this.does is it makes up this
deficiency by taking money that otherwise would go to

the HMOs that operate in our urban centers. 2Am I
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wrong?,

Senator Baucus. I can answer the question.
|
Senator D'Amato. Well, I would like the staff
to. How do you make up this money? Don't some HMOs

lose money as a result of this? You take one percent

away from certain HMOs and distribute it to these

particular ones?

Ms. James. Well, I understand the suggestion is
now that you reduce the minimum update, which is now

set at one percent, by a sufficient ——

Senator D'Amato. Where does that one percent go?

Senator Baucus. The one percent goes to pay —

Ms. James. A sufficient amount to pay for fhis
amendment . |

Sénator Baugus. Exactly.

Senator D'Amato. Where does the one —- you.are

-.going to reduce a payment by one perceht. Where does -

that one percent go?

Sénator Baucus. Who does that hurt he is asking?

Ms. James. Those are the plans that are in the
highesﬁ paid areas.

Sénator D'Amato. Oh, the highest paid areas.
Okay. So let's not talk in this abstract. You know, I
have difficult. One percent from the —— you know, we

are really saying that the plans that operate in the
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cities. Right? 1In the metropolitan areas. Higher
Cost.! Right? Are going to lose this one percent. Is
that right?

Ms. James. Well, a part of it.

Senator D'Amato. A part. Yes.

Mé. James. A part of the Qneﬁpercent.

Senator Baucus. Mr. Chairman, I can help the
Senator from New York a little bit. ‘How many counties
are thére in New York?

Senator Moynihan. Sixty-two.

Senator Baucus. Well, there is 62.cdﬁnties'in
New York. I will tell you. One, two, three, four,
five counties would receive somewhat léss~than~they

otherwise receive.

Sénator Moynihan. Well, New York king's queen.

[Laughter]

Sénator D'Amato. It has got 75 percent of the
popula#ion.

Sénator Béucus. No county is affected'in]
Delawaqe.

The Chairman. Are we ready for thé vote?

Senator Moseley—Braun. Mr. Chairman?

Tﬁe Chairman. The clerk will call the role?

Sénator Moseley—-Braun. Mr. Chairman, if I may?

s
Recognizing what Senator Baucus and Senator Grassley
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are trying to do as a laudable goal, we do want to try
to givé some assistance to rural areas to get these
manageb care plans off the ground and to help them out.

Is there no way that we can offset the amount of
money Ehat is required for this more modest proposal in
ways that do not require us to borrow from:Peter“to pay

Paul?

I:mean, it does_not make sense to try to_huit

existing HMO plans to achieve this gOal.>.It‘seems to

me tha# we ought to be able to find~the'finéﬂding,for

it in ?ome other way.

Sénator'Baucﬁs. | Two coﬁntiés aré affectéd'in
Illinois. Two. |

Sénator Moseley—Braun. Yes.  Cooke. Right; I
mean, it really hurts enrollment where it least can:
affordiit is the problem. I am trying to help you
here, ﬁax. | |

Senator Baucus. It is the same as what you

received last year.
i :

The Chairman. Can I make a suggestion?

S%nator Baucus. But not the one percenf
increaée.

Sénator Moseley—-Braun. Well, but the one percent

may beEthe difference.

Tﬁe Chairman. Max and Carol, if I could make a
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suggesiion? We do not what the costs are. We do not
know hew to offset it. Why don't we try to work
together before we go to the floor and‘see if SOmething

i :

{
can be worked out.

Senator Moseley—-Braun. That is a good idea.
$
S%nator Baucus. Julie will finance it.
The Chairman. All right. Let's proceed with

Senato} Nickles.

Senator Nickles.  Mr. Chairman, thank'you I
think I have two amendments that we can agree to pretty
qulckly, one of Wthh may have been adopted

We had a consumer protection on PSOs, and I had a

question mark by it with that long list of amendments

_that we have already agreed to. Has that been agreed

to? It was number two on my list and number —-—

Ms. Spitznagel. If we could jusf have another
momentéfor that one? |

Senator Nickles. All right.

M#. Chairman, the other amendment that I wanted to
bfing ﬁp is Number 234, Number 9 on my list. It would
preser%e the rights of States to sanction, i.e.} reduce
welfare payments to recipients that did not comply with
welfare law, i.e. we gave a welfare bill last year

where Qe gave States the right to reduce welfare

paymenﬂs if a welfare recipient did not have their kids
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in sch;ol, they did not have their immunized, if they
did not comply with the —— oh. Kids attending school
and so‘on.

So the States could sanction welfare recipients

for non-compliance. The Administration came up with a

minimum wage requirement that says the States, on work

requirements, would have to pay minimum wage. Some

would say that would reduce the States' ability to
sanctién or reduce welfare payments.

This would insure that States could sanction for

‘non—compliance. I would hope it would,be adopted;

The Chairman. . Any comment? Are we. ready for the
vote?

Sénator Moseley-Braun. Mr. Chairman? Mr.
Chairmén?

Do I understand correctly? It says if the;éarent
fails ﬁo cooperate and these other things, 'the State
shall reduce the family's benefit by ét least 25
percent and may reduce it to zero as a sanction.'" 1Is
that cérrect, Sénator Nickles?

Senator Nickles. That is current law.

Senator Kerrey. This amendment has not been
distributed. I do not have a copy.

Sénator Moseley-Braun. Right. The amendment

says, "States would not be prohibited from utilizing
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sanction authority due to any minimum wage

requirement."
Senator Nickles.

Senator Moseley-Braun.

That is correct.

So a person making

minimum wage could wind up making less than the minimum

wage if they failed to meet
requiréments?
Senator Nickles. Let
We put in work requirements
Senator Moseley-Braun.
Senator Nickles. The
Certaih'percentage of those

maybe 20 hours, and then it

some of the States' other’

me back up a little bit.

for the States. |
Right.

welfare'recipients, a

are supposed to be wofking,

would increase 25 and so

on. The Administration came up with.a,regﬁlation that

said that work requirement should meet-miﬁimdm(wage.»

Senator Moseley-Braun.

Senator Nickles.

Right.

There is some debate whether

the work being done should be paid minimum wage, oOr

+

should that include welfare,
other things.
Sénator Moseley—-Braun.

Senator Nickles.

food stamps, Medicaid

That is another debate.

Right.

What I am saying is that the

States had the authority, under the bill, to sanction

to get compliance on a couple of things.

Mainly,

getting kids in school; getting kids immunized; making
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sure that dead beat dads signed up establishing
paternity.

Those are a few things that if individual.welfare

'recipients did not comply with, the States could hold

back money.

Senator Moseley-Braun. Right.

Senator Murkowski. I would like to preserve the
rights!of States to hold back money;'regardlesstof the
Fair Labor Standards compliance. The States should
have the right to sanction. That is the law. That is
what we passed. I do not want to see those sanotioning
author;ty of the States to be undermined by the |
Administration.

Senator Moseley-Braun. Senator Nickles, I

-understand where - you are trying to go with this. But

if you thlnk about it for a moment it may be that the
most honest debate——honest p01nt in the whole debate——
was that we would have to build some more orphanages
because, quite frankly, this money is supposed to go to

support the children, if the parents are bad actors and

they do not perform.

what you are suggesting with this is that they be
able to be reduced to zero and still have to go to work
because they had failed to meet the other requirements.

Senator Nickles. That is current law, Senator.
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Senator Moseley-Braun. I understand. But below
the minimum wage they could be reduced to zero. And
all i am saying to you is then what do you do with the
childrgn? I mean the whole idea'is"thét they are
gettiné support for the kids in the family.

Senator Nickles. That is already current.law. I
am trying to'preserve the rights of the States to do.
that and trying to make it perfectly clear that they
can doithat. I think it is pretty simpie. But we
passed’ that. |

Senator Moseley-Braun. Td take them below the-
minimum wage. That is my point.

Senator Nickles.  No. The Administration came up

-with minimum wage. The States are going to have a hard

~time complying with it. There is a big debate on

welfare. We are trying to make sure that we move

- people away from welfare.

Sénator Moseley—-Braun. I am not'cdnfused about
that, éenator.

Sénator Nickles. And we are tryiﬁg to make sure
that tﬂeir kids gét in school. And States have found
very significant improvements on making sure that
welfare kids get in school if they can impose —-

Senator Moseley-Braun. They threaten the

t

parents. I understand.
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Senator Nickles. If they impose that sanction.

Senator Moseley—-Braun. But the effect of this is
to take these people who are working then belOW'minimum
wage ae a consequence of whatever the conduct is that
is been prescribed. | |

- Senator Nickles. No. It is to maintain the

-States' authority to be able to sanction’ those people ;

so they can get those kids in school, get 1mmun1zed or

get them to register.

Senator Rockefeller. Mr. Chairman?:
The Chairman. Senator Rockefeller?»
Sénator Rockefeller.b Just a plea on this ene.

As I uhderstand_it,_the sanction, for_example,_could,go .
against the welfare perent for -bad behavior for net
havingfeaused their child to be immunized. 'This cOdid_
be good; this could be had. |

My point is this is a rather big subject,'VIjmean '

it is a delicate subject, and it just seems to me that

since titerally —— I mean, I am working off bf a yellow
sheet éf paper that I have got from staff, and I have
this oﬁe here. We have not seen 1t

would it be p0531ble to put it off until the
morning, because we are getting into tricky stuff on
this. iThis is delicate.

Senator Nickles. I would be happy to. Do not
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make a' bigger deal out of it then it is. Present law

allows;the States to sanction. The Administration came

up with a questionable ruling that States had to pay
! : ’

minimum wage, and no one yet has defined what that

minimum wage is for welfare recipients on the work

f

_requirément. Does that include food stamps and so on?

I:am not getting into that debate. I am saying,
regardless, States still maintain the right to
sanctién, to withhold some funds in order to get these_
kids i$ school. » |

Bgt I will be happy to postpone it until tombrrow
if we are going to be working on this tcmorfow.

Tﬁe Chairman. Well, it is tomorrow.

Sénator Nickles. It is tomorrow. Weil,_I am
ready ﬁo vote then;’ |

Tée Chairman. But let me point out we have a
very b@sy full schedule, and I had been hopeful that we
might be able to finish tonight. I would like to get

an idea of how many more amendments are going to be

raised.
Senator Nickles. No more from me} Zero.
|
The Chairman. One? That is two. How many do

1
you have? Seven.

Well, I think, if we only have seven amendments ——

Senator Kerrey. Kevin has got five.
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Sénator Baucus. He has got a full boat over
here.’

S?nator Nickles. Do them in block.

Tbe Chairman. Well, I would like to proceed.

Sénator Grassley. 'If we come in at 7:30 in the

|
morning, we could be done in time to do the taxes

tomorrow. I mean we do things a silly way“iﬁ this
town.
[Laughter]

The Chairman. ‘Well, the problem, if .we come-

back in the morhing,~We"will have fouf dozen. instead of

12.

Senator Moynihan. Why don't you lock in.

. The Chairman. All right.
Senator GraSsley. Ask unanimous conseht, the-

number;of amendments that can come up. Lock everybody
in. i

The Chairman. I would like each one to give us
which émendment you want to bring'up so -that we can.
lock them all in.-

Sénator Kerrey. Well, Mr. Chairman, hearing that
the Senator from Iowa would say that I was unamerican

i

or did not have common sense, and, as a consequence,

actualyy voting against Senator Rockefeller's amendment

earlieﬁ on the issue of balanced billing for Medicare

|
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'choice} I am not going to offer my amendment to make

balanced billing illegal on MSAs.

I actually am persuaded that the consumer does not

need t¢ be protected in that case. But I intend tb

offer Qhat is known as the Chafee Amendment Number 5, a

Medicaid amendment involving managed care for special

needs éhildren.

The Chairman. I would like to go down the line.
Richard?
Senator Bryan.  Mr. Chairman,” I hope I will not

be penalized.

We have been able to work out the

matter% that we had. So I do not intend to offer

anymore amendments this evening, unless you would like

me to QO SO.

Senator Kerrey. But he does intend.to support
mine. | |

The Chairman. Carol?

Sénator Moseley-Braun. I just had one, Mr.
Chairmén.

Tﬁe Chairman. Can you identify it, which number?

Sénator Moseley—-Braun. It is 211.

Tﬁe Chairman. Bob Graham?

Sénator Graham. Mr. Chairman, number 78, 79, 82,

84, 85:and then another amendment relative to

disprogortionate share hospitals.

[
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The Chairman. Is it on file?
Sénator Graham. No. We will provide the
materi%l to the staff.
The Chairman. I would hope we could limit

ourselves to the amendments already filed.

Sénator Conrad?

Senator CQnrad, Mr. Chairman, 37, 45 and~50.
Tﬁe Chairman. Senator Breaux?
S%nator Breaux. I have one on the demonstration

| - _
projec? with Senator Mack. They are working on that
The Chairman.  Senator Rockefeller?
Sénator Rockefeller. Mr. Chairman, I will want
to do one on VA.
The Chairman. Which number?
)

Sénator Rockefeller. Which is number 252, and

number;246, number 243--I apologize——and absolutely 257

and a éuestion about 256.

Tﬁe Chairman. Senator Baucus?

S%nator Baucus. Mr. Chairman, I do not have any}
assumidg we can work out that last amendment. But if
that aﬂendment cannot be worked out, the one I offered
on theirisk adjustment for new plans for rural areas,
then 1 Mill have to ask for a vote.

|
The Chairman. Senator Moynihan?
i
i
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Senator Moynihan. I have no further amendments.
The Chairman. John?
Senator Chafee. Mr. Chairman, I have 18, and 27

I will'present, but withdraw.

The Chairman. Senator Grassley?

Sénator Grassley. Yes. Amendment 100. But if
the Bapcus Amendment is worked out, I Will.not_have
that amendment to offer. Amendment 101 for sure. »

And then I have been tdld by your.étaff tha£ we
are going to be able to work languagefOn'thé.Staté'
Veterans.Home arrangement or amendmentlthat.ImwasQQoing
to offer, and we are assuming thaf Ehat is gbing to'bé
worked. out. |

The Chairman. Senator Hatch?

Mr. Hatch. Bill, I have got the»FQHC}.which I.
think @e can work. That is 123. Then the-Chrisfian
Scientists, which I think we cén-work out, which is
128. i do not see any reason why we do not work that
out. | |

And then, frankly, 129, the Chiropractor
Demonstration Project. Even though we do not have a
CBO, why could we not work that out?

The Chairman. Senator D'Amato?

Mr. Hatch. If it has any cost, we can always

find some way around it. But those are the three.
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Senator D'Amato. Mr. Chairman, I would like to
think that I have two. Amendment 61, which is a cancer
rehabilitation center. It is really not though. It is
a center for the treatment of the terﬁinaily ill, and I
think Senator Moynihan would join me with that Calvary
Hospital. It is no cost, and I really hope we could
work that out.

And . then we have one other. '0h, yes. That is
number 61, and then number 61. I would even be willing

to trade one. But I would hope that we could -work that

-out with the staff.

Senator Moseley-Braun. Senator D'Amato,

- reserving the right, Mr. Chairman, I was under the

impression I was going to co-sponsor with Senator
D'Amato's number 59. And if you are.not going. to go

with that, then I am gcing to have to.

Senator D'Amato. Fine. Let's go with it.
Senator Moseley—-Braun. All right. Thank you.
The Chairman. Frank?

Senator Murkowski . Number 224, Medicaid equity.
The Chairman. And Don Nickles?

Sénator Nickles. Do we have the PSO dealing with

consumer protection?
Ms. Spitznagel. Yes. Yes.

Senator Nickles. If that one has .been accepted,
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Mr. Chairman, then I would only have one. And that
would be the welfare sanctions that I just discussed.

Tﬁe Chairman. Phil?

Senator Gramm; Mr. Chairman, I have four. I
think Qou are going to end up accepting two. I do not
see thém as very controversial. But they are 88, 90,
91 and 94.

Senator. Lott. Mr. Chairman, I have one, which is
195. o

" And T would like to have a clarification on just
how silly we operate in' this town. Do I understand we
are coming in at 7:30 in the morning?

Senator Gramm. Chuck is coming in at 7:30. We
are coming in at ——

[iaughter]

Tﬂe Chairman. We will come in at 10:00 if
everbedy will cut their amendments in half.

. Senator Lott. Good deal. Fair enougﬁ.

The Chairman. How many do we have then? So we
have atotal of?

[Pause]

The Chairman. I would point out we still have 35
amendments, but we will recess for the rest of the
eveniné and come back in at 10:00.

I would ask each of you again to review your list
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Sénator Murkowski. Are you Qbihg to close
amendments now? Or are you going to still take
amendments? |
The Chairman. It is with the understanding that
this ié the limit, the only amendments that can be

brought up tomorrow.

Sénator Gréhém. Mr. Chairman?

The Chairman._ The committee is in receés.
Sénator Graham. Mr. Chairman?

The Chairman. Senator Graham?

Sénator Graham. Mr. Chairman, I offered the

sense qf an amendment on disproportionéte’share;_ I
could not have offered it based on the time for
amendménts because we did not have the dispropoftionate
share ianguage until earlier today, and this is an
amendmént to the langﬁage. That is why it was not one
of my éreviously filed amendments. I just want to be
sure iﬁ was on thé list.

[Whereupon, at 1:21 a.m., the hearing was
recesséd, to be reconvened on Wednesday, June 18, 1997,

at 10:00 a.m.]
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